Department of Communications, Energy and Natural Resources
Roinn Cumarsaide, Fuinnimh agus Acmhainni Nadortha

Mr. Ken Foxe

The Sunday Tribune
Independent House
27 — 32 Talbot Street
Dublin 1

31" March 2010
Our reference FO1/2010/6
Dear Mr. Foxe

. T refer to the request which you made under the Freedom of Tnformation Acts, 1997 and 2003 for
records held by this Department.

Specifically you requested that:
“Under the Freedom of Information Act I am seeking copies of all reports of the Audit Committee of
your Department since the date of the last election.

Furthermore I am seeking copies of the minules of the meetings of the audit commitiee during the
same period.”

The date of receipt in this Department of this request was 4™ March 2010.

[ have made a final decision to part grant your request on 31%' March 2010. If you have any queries
regarding this correspondence you can contact me by telephone at 01 6782778.

The purpose of this letter is to explain that decision. This explanation has the following parts:

. 1. A schedule of all of the records covered by your request;
2. concerning records to which access is granted, an explanation and a statement of the
arrangements for this access, its form and the fee required to be paid:
Concerning records to which access is denied, an explanation of the relevant findings; and
4, A statement of how you can appeal this decision should you wish to do so.

sl

This letter addresses each of these four parts in turn.
1. Schedule of records

A schedule is attached at the end of this letter. It shows the documents that this Department/Body
considers relevant to your request. It also gives you a summary and overview of the decision as a
whole. The schedule describes each document, and indicates whether the document is released in
full, released with deletions or not released. The schedule refers to the sections of the FOI Act
which apply to prevent relcase. As to these documents, the schedule also provides brief reasons for




the decision which are meant 1o supplement the fuller and more detailed explanation given under
heading 3. below.

2. Access Arrangements
You have sought access to the records by means of electronic format documents, and I consider this

an appropriate form of access in this case. Accordingly, the records described as released in full or
released with deletion are being sent by electronic media in .pdf format. Should you have any

difficulty accessing these documents, feel free to contact me.

3. Findings, particulars and reasons for decisions to deny access.

The sections of the Act which can apply to deny access to documents are known as its exemption

provisions.

The following exemption provisions are being applied in respect of your request with the relevant
excerpt from the Freedom of Information Acts, 1997 and 2003 being provided below.

Document/Record Part Grant/Refuse Note Exemption Note

Title

Audit Committee Part Grant It would not be in the public interest under
Minutes, Meeting No Section 21.1.b to release, since disclosure would
50. Report to be released, prejudice the effectiveness of the operations of

subject to withholding
the following.

Section 5 ICT Disaster
Recovery Page 2

the Department in that it references Departmental
strategies in respect of I'T Disaster recovery and
Business Continuity Plans

Audit Committee
Minutes, Meeting No
55,

Part Grant
Report 1o be released,
subject to withholding

the following.

Section 5 ICT Disaster

It would not be in the public interest under
Section 21.1.b to release, since disclosure of the
operational disaster recovery site would prejudice
the effectiveness of the operations of the
Department

Recovery  Pages 2,
location of the
Departments disaster
recovery site.
Report of the Audit Part Grant It would not be in the public interest under

Committee to the
Secretary General
2008

Report to be released,
subject to withholding
the following.

ICT Security and
Disaster Recovery Page
16

Section 21.1.b to release, since disclosure would
prejudice the effectiveness of the operations of
the Department in that it references Departmental
strategies in respect of IT Disaster recovery and
Business Continuity Plans

Section 21.1.




A head may refuse to grant a request under section 7 if access to the record concerned could, in the
opinion of the head, reasonably be expected to —

(b)

Have a significant adverse effect on the performance by the body of any of its functions relating fo
management.

Put simply, the above exemption is what is termed a “harm based exemption”, i.e. the release of the
records/documents or portion thereof” could reasonably be expected to have a serious negative
impact on the organization or on the ability of Internal Audit to perform its duties.

In the case of the 3 documents identified in the table above, access is being granted to the
document, save for those sections that reference the Departments disaster recovery plans/strategies
and the physical location of the Departments disaster recovery site, as it is adjudged that release of
this information is not in the public interest in that it could prejudice the effectiveness of the
operations of the Department.

4. Rights of appeal

You may appeal this decision. In the event that you need to make such an appeal, you can do so by
writing to the Freedom of Information Unit, Department of Communications, Energy and Natural
Resources, Elm House, Earlsvale Road, Cavan. Your correspondence should include a fee of €25
for processing the appeal. Payment should be made by way of bank draft, money order, postal order
or personal cheque made payable to the Department of Communications. energy and Natural
Resources. You should make your appeal within 4 weeks from the date of this notification.
However, the making of a late appeal may be permitted in appropriate circumstances. 4 week is
defined in the Act to mean 3 consecuiive weekdays, excluding Saturdays and public holidays
(Sundays are also excluded as they are not weekdays). The appeal will involve a complete
reconsideration of the matter by a more senior member of the staff of this Department/Body.

Yours sincerely

Edward Barry

Higher Executive Officer
Internal Audit Unit

Department of Communications,
Energy and Natural Resources
Earlsvale Road

Cavan

01 6782778
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udis € ommittee Minules ]
Fhuesday 247 May 2007

Audit Committee Minntes
Meeting Sa. 42, Thursday 247 May 2007
Main Conference Room, Leeson Lane, Dubhin 2.

Altendonee:  Siobhdn Fay. Pameia MeDonald and Frona Kifeutien
AL Niall Keliv. Sear: O Broin. Tom (Y Brien and Pddic Barry,
Apolovies.  Gerard Farrell | iz Kidd

k3

i Adoption of the Minutes of the Previous meeting and mitiors arising

Niall Kelly gave a briel update on the following issues from the previous meeting:

s Moecting with the C&A s representatives took place on 20" March. Minutes
of the meeting are atteched for information purposes. Issues raised to be
discussed under agenda siem 3.

e It was reported that the Audit Plan 2007 is carremly 38% complete and the
2006 plan remains at an R3% completion rate. The delay in finishing the work
outstanding from the 2006 plan is dircetly related 1o gaining access and being
able to cngage meaningtully with the appropriate individuals within the
Communications Secter 0f the Department. However 3t is anticipated that the
20006 plan will be compicied in the near future.

o A snapshot of u database which will record actual audit times against those
aflocated for the completion of such jobs within the aadit plan was circuluted
by Mr Edward Barny. [his will help the monitor the effectiveness and
efficiency of the AT anit and give a real time view on how audits are
progressing seainst the egreed annual audit plan.

s Copy of the Final Report of the Audit Committee to the Seeretary General will
be circulated carly next week.

e It was reporied that TAU 1o longer have responsibility tor driving the Risk
process or indeed the Risk Committee and that Ms Susan MceCarthy has
reeently taken over the role of Risk Manager for the Department.

e A copy ol the correspoindence between the 1AL and BIM in relation o the
contracting in by BIM ot the Internal Audit function was circulated to the
members for information purposes as had been agreed.

As there were no other matiers arising. the Minutes of the preyious meeting were
agrecd and adopted.

3

2. Degenwalisation of the 1AL Function to Cavun
Mr David Hanley Principal Ofticer attended the meeting at the request of the Chair to
sive an update of the wanster of the AU function to Cavan. He brietly outlined the
history around the decision ol senior management o refocate the EALT Function in line
with the Governments Pecentralisation policy. Mr Hanley also gave a briel overview
of the current turnover of statf within the Department as a result of Decentralisation.
It was noted that the turmover of stafT within the TAU was being replicated around the

internal Audu Unit
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Department with & wrnover of cirea 90% of individuals which highlighted a major
rish with the Joss of evpertise and corporste knowledge, Mr. Hanley also indicated
that the Department were currently 235 posts over compliment hecause of 1aking in
stdt under the decentralisation programmie. This has led to a salaries overspend n the
region of €800.000 consequently the Department of Finance will not sanction the
recruitment of new stalt while the existing stafT are sull i situ. As @ result HR are not
in a position o overlup Mro kelly’s replacement. In addition. because ot the
uncerainty surrounding the jormation of the new Government and the  likely
configuration of the Department in the new  Administration  there will be no
recruitment up o the 45 Tune. consequently it would not e possible ta ady ertise the
Head of Internal Sadit vacanes watil that time. [t was noted that ali siaft within the
unit have now heing replaced ith the exception of Mr Kelly cHead ot the Uniti &
was also reported that (s not ey isaged that addittonal resources would be added to
the wnit in the current ¢limate and that the Staigaire post which has been carried by the
unit {or the presious 4 vours would not be filled on a permanent basis. The Audit
Committee voiced their concemns around the Departments specd and tming of
replacing Mr Kelly with o sunably gualitied and experienced individual. Mr. Haniey
indicated that it s the evpress view ol the Secretary General that the head of the
internal audit function should be an accountant grade and thar the Department of
Finance were not Tikels o suncion the recruitment of a replacement in the immwediale
future fwith the conlieuraion of the Department likely to change after the General
clection) and as an interm measure Mr Tomas Chambers {(who s on o F yvear contract
in the Financial units had been identified as such a suitably gqualificd individual who
has the capacity 1o take on these extra functions, A reservation was raised by the
members of the commitice ne: in relation o the individual in guestion but as My
{‘hambers is currently imvolved in operational functions within the Department this
would compromise the indepemdence of the Internal Audit Function as was introduced
with the recommendations of the Mullarkev Report. The onfv other alternanve
solution 1o this issue woukd be tor the Department o contract in an individaal 1o carn
out the dutics of Head of Isternat Audit witil such a replacemoemt s reeruited on a
nermanent hasis. The Audint Commuttee expressed concern that there widl be a gap
hetwern Mr. Kelhy s departure amd the recruitment of a permanent person to take on
the role. Tt was therefore agreed b the committee that the best option was to hire ina
consultant with appropriate quahzeations and expertence tor this intersm pened. This
consultancy could also advise on appropriate training for nternal audst stadl and re-
aceess the unit against the Stardards for Prdessional Practice of Internal Audit as set
of the Institute of Inernal Nuditors, U was also recognised by the Awdit Commitier
that due 10 the fae1 that M Kebhy will be Teaving within three weehs and that 11 would
be negessity for some form over everlap between nm and his iemporary replacement
taking it was thought that the “wrgent business nead™  provisions within the
procurement guidelines could be invoked and a limited tender used rather than the fall
tendor procedures.

Mro Hanley  reguested  that the Audit Committee would  formally make
recommendation to him in relation 10 this matter so as 1o assist Senior Management
make o suitable appointment decision tor the intermm pertod. 1 was mentioned that o~
the stall of the provious 1AL hed being benchmarked tavourably against the 1A
Standards of skills and atinbuzes that staft in LA units should have that o similar
exercise must tuke place tor the corrent stutting complement and relevant training bhe
orgamised to (i porentiad shill gup shortages. it identified. The Chair recommended

internat dudit L s
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that Mr, Koy should participate in the P! round interview process in the selection ot
a permanent replacement Head of function and that she would participate in a second
round.

The chair finished by thanking the current staffing complement ot the IAL for thewr
dedication and effectiveness 0 the provision and exceution out the internal audn
function within the department snd wished Mr Kelly all the best in his new post.

3 Meetine with Representatives of the Comptig

Generals Ctice

o Auditors

A meeting ook place benween representatives of the C&AG™s Office und 1AL on the
57 Narch 2007 in Leeson Lane (Copy of Minutes enclosed). The mecting noted the
concerns of hoth the 1AL and the C& AG as o the continuing expenditure
surrounding the Sea Bed Survey project but the appoinument of Liam Kidd 1o the
project board would bring a more cohesive approach to the process. The collection of
the IV licence Fee also raises concerns especially in relavon to the non
implementation of recommendations contained in the Value tor Money report
conducted by the C&AG in Jonuary 2004, The department’s responsibility m
controlling the overall colicetion process and procedures for estimating levels of
cvasions were also questioned. 16 was noled that the C&AG were about to conduct
review audit but sinee 1AL had carried out an audit the findings of the report would
be forwarded to the Value for Money Unit for consideration. B was agreed 10 invite
officials of the C&AG 16 meet with the Audit Committee prior to the next scheduled
mecting 1o discuss issues of concern that they may have with the Department. It was
agreed that a clear agenda would be drafted for this meeting, The notion ol the role ot
the C& AL s oftice pushing out the accounting standards across the pubhe service was
discussed however it was felt that this role was more the responsibility of the
Department of Finance wlong with updating the Public Accounting Guidelines (Blue
Bookd. It was noted that it would assist Departments greatly when dealing with the
C&AG officials if there was some engagement with departmental ofticials prior to the
audit process.

4. Reports for Discussion

chation G the Sobosiont on rems b

This report examines issucs identified by the Internal Audit work over the last vear
that are refevant 1o the Tinancial Control Framework in the Department and forms
part of the analvsis informing the Seeretan General in relation 10 whether he should
sign the Statement of lnternal inancial Control in relation 1o the 2006 Appropriation
Account. Mr Kellv gave a summans of the tindings of the report which included:

o Applving unilorm project governance controls for all sigmificant projects

across the whole Depuartment.

o Applying cvidenee based decision making technigues tor both capital and
current expenditure decisions.

intermal \adot U nit
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o Establishing adequale corporaie governance oversight in respect of agencies

wider the aegis of the Department both commercial and non-commercial

e Improving compliance with Nationai and  EU - legislation. directives.,

regulationy and enddelmes

o Providing adequate sceurity for data collected from the Nutional Sea Bed
Swvey/Infomar and  other scientific projects in which considerable

vestment has been made by State.
o tipdating 1O Secuwrity Policies in line with accepted best practice.

o Undertahing post contract reviews of expenditure on consultancies to

consider the value Tor meney achieved.

s Dnsuring that purchase orders are processed before any legal obhgation to

Pay Becurs.

11 was noted that the peints within the repart have been taken on bouard by the Sentor
Mamagement Financial Group sithin the Department of which Mr Kelly s an active
participam, Notwithsuinding the control weaknesses identificd. Mr. Kelly indecated
that the nternal Aodit Unit were not aware of any issues that would prevent the
Secretary General from <igning the Statement of Internal Financial Control in relaton
tor the year 2006

P Priscioat Doy

A copy of this letier was circuluied to the commitiee for information pumoses.

The purpese of the letter ix 1o highlight arcas where the Head ol Internal Awdit
recommends that improvemenss are required in advanee ol the completion ot the
Appropriation Account and Internaf Audits role in advising the Secretary General in
relation to the sign-oft of the Ntatement of Internal Financial Control. The issues tor
consideration contained within the letter have either been discovered in the course of
work done by Internal Sudie by the Office of the Comptrofler & Auditor General
identitied as risks or otherwise Tagged as issues outstanding. Phese issues highlighted
mciude:

e Asscts
e Assels under Dovelopment
e Seca Bed Survey s Indomar
»  Assetvaluabon

o Herttage Asscls

o Contingent Liabitiies
Conmmilments

Financial Contrals

taternal ‘udie Unit
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Mr. Kelly indicated that he had received a verbal response From the PO i Finance.
which was in broad agreement with the issues raised. which will be dealt with ina
fong-Lerm strafegy.

: e Hherbny oo

The report represents the resuli ol an audit of the management and contro] systems
applicd by Sea Fisheries Administration to operations co-financed by the Commaunity
undler the Treland: National Desclopment Plan 2000-2006. Fishery Harbour Mewsure
of the BMW Operatonal Programmes. co-tunded by the Buropean Regional
Development Fund. The opinion of the Internal Audit Unit was thar the internal
management ad controls systems in place within the Sea Fisheries Admintstration
Division {Intermediate Body rwore only partially satisfactory.

During the course of the andit a number of gaps in the audit rail were identiticd
within the claim process, The Sea Fisheries Admimstration did not request that Louth
County Council send supporting invoices along with the claim form and 81 form.
This is a signilicant weakness wiihin the claim process as the Division cannot {ully
certify expenditure inchinded in the claim to be eligible. Tt is noted thar Sea Fisheries
Administeation have only carried out one Article 9 spot cheek to date in relation (o
claims made tor the Clogherhead Project. This spot check was carried out in 2003 and
examined the 2007 claim. B forms were not included on the same fife. B owas also
noted that three out of four B1 forms all had the same date of sign off and there was
variances i amounts on B Torms w actual expenditure claimed. Only one B2 form
was provided by the Division during the course of the audit. It was noted that
additional work would be required 1o be conducted within the adminisrating unit so
as 1o ensure that this expenditure i~ deemed eligible for recoupment of FU Funds Trom
Brussels as in s current formar with no evidence of certifving expenditure and
numerous gaps in the audit rats i would be deemed ineligible. Bt was also noted that
the Division concerned have fully decentralised from Dublin to Clonakilty and that
the Divisien had dilficainy in locating the required files.

[ fome Ak

A review of the Consultaney Audit Report noted that there had been improvements in
the way consultancies had bee engaged and munaged since the origmal audit had
been campleted. These improvements include the following:

o that the procurement gusdelines hase been brought to the attention of all statt
and that. i future. the guidedines will be adhered to in all cases

e the adoption ol the Agresso Purchase 1o Pay Module across the Department
has effectivels resolved issues surrounding the reguired segregation of dutivs.

o divisions now menitor s consultancies and ensure that they are included on
the consultaney  dutabase. Training of staff in procurement procedures is
taking place.
co-ordination ol fegal seevices consultancies is now taking place.
the Senior Financial Management and Control Group has decided that all
consultancies over the 10 threshold level (eirea €1R0K) will be subjecied 1o
post-campletion value lor money audit.

Insernal Aadit Unit
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1t was reported that it s e opinion of the Internal Audit Unit of DCMNR that the tinanceal
intormation contained in e claims ~ubmitted to the Luropean Commission during 2006 tor
the Aquaculture {Border Midlands Westernn/South & Eastern Operational Programme )
forwarded by the Scafood Policy & Development Division requesting the resmbursement of
funds  which had been previousiv paid by the Department to the relevant Implementing
Avencies (Bord lascaizh Minna & Ldaras na Gaeltachia) have been vertlied as eligible under
the relevant regulalions,

It was reported that it is the opinion of the Internal Audit Unit of the DCMNR that the
financial information contained ir this claim submitted to the European Commission
April 2007 tor the Fisheries Devetopment Priority (PSOP) forwarded by the Seatood
Policy & Developmien: Division requesting the reimbursement of funds - which had
been previously paid by this Department to the relevant Implementing Ageacies have
been verified as eligible under the relevant regulations,

| T W ' .
EOTTRTS TSRS RIRTSANRE NN RERNNE I 8 TS PR

Au avdit has been conducied of the Transposition of EU Directives by the 1AL
29 Dircetives/Regulations were examined across the 5 sectors of the Department.
A namber of concerns hasve been highlighted wathin the report including the

following issucs: '

Fhe role of third party regulators drafling ST's for the Department.

e Tack of a Departmental database for Transposing EU Directives as stipulated
by the EL.

o The delass in transposing EU Directives could lead o infringemen
proceedings and possibiy financial pepalties against the Department by the
I

» The non-implementation of the “Best Practice™ for transposing E1° Directives

in aceordance with the Gonernments decision of 217 fune 2003

The role and exient of the MAC in determining. assessing. managing and monitoring
the risks associated with the sattare of the Department o transpose on time U
Directives/Regulations by means of 8.17s, Advice has been sought by the Department
[rom the Attorney Grenerals Office on a number of issues related 10 gansposing BU
Directives/Revulations My (3 Brion also mlormed the Audit Committee that the
Department of Enterprise. Frade und Employment are now tracking the wransposition
of directives at a national tevel

Tracking of

A copy of the current Tracking Document which provides an age analysis of all
the Tligh Risks Iindings from the Internal Audit Reports carried out by TAU was
circulated 1o the Audit Comuninee Tor their information.

0. Update against the Audit Plan

internal AVuadie Unit
Beparoment of Cammuonieations. Marvine & Matuead Hesourees
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It was reported that the Audit Plan 2007 is currently 38% complete and the 2006
plan remains w an 83" completion rate. The delay in finishing the work
outstanding from the 2006 plan is directly related to gaining aceess and being able
o engage  meanmelwlly with the appropriate individuals  within the
Commuications Sector ol the Department. However it is anticipated that the
2006 plan will he completed 1 the near future,

Spot Checks ol Capial Projecty Procedures

ttwas reported that DOMNR had engaged Crowley™s K 10 do spot-checks and
to report with the overall objective to ensure that the Department is compliant
with its obligations under the Guidelines for Appraisal and Management of
Capital Fxpenditure i the Public Sector™ with regard 1o carry ing out the required
spot checks. A copy ol the report produced by Crowley™s DEFK was circulated o
the committee for it mformanon. U was noted that these spot checks will be a
new function ol the Lternad audit Uit bowever they do not formy a part of the
current Audit Plan and ne resonrces have been allocated available for this task.

The scope of the spot cheviks was all capital expenditure projects fuaded direct
and indirectly by the Department. This included capital projects managed by
agencies under the acgis of the Departiment and local authorities, One of the
reguirements for compliance s that the sanctionmg body must carry out annual
spot checks with capual expenditure guidelines and that (he sanctioning body
must report the findings of the spot-checks 10 the Department of Finance, A
sample of ai least 3% of the Department’s capitai expenditure was selected lor
spol checking., The sample agreed with the Depariment™s Finance Olficer was
spread across the Depanment s compiete capital programmes.  In summary the
matn findings were as follows:

o The Departnent must incorporate the guidelines listed in Section 1.2 of the
report inte its ow procedures document.

+ The procedures must be applied consistenthy 1o all capital projects

o The Departiient nwst ensure that bodies receiving grant aid also compiy
with the rebevant gundance

¢ Reusons for nol  tolowing the appropriate  guidelines  should  be
documented aad the decision praperdy approsed

These guidelines sctout 4 main stages ol a capital expenditure project:

1. Appraisal
2.0 Planming
30 lmpiementation

4. Review

The Department anticipates three types of capital projects under the multi-annual
capital framework which reauire testing:

e Direct Capital Lxpenditiue by the Department
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»  Dircet Capitd | xpenditure by Agencies under the acpis of the Department
funded through the Vot

o Capiial bxpenditure funded by the Diepartiment but applicd formanaged by 4
public body not under the segls of the Department e.g. Local Authony

In futare vears the Departmen) witi also spol cheek expenditure granted to non-public
badies for capital purposes in e with Guidelines produced tor that area i the
Department or in Agencies as appropriate,

), AL
[he Chair on behall of the Awodit Committee thanked the current’departing members
of the Internal Awdit Unt for therr work o date and wished them well for the futare,

- . . . . ~1l . . , .
Fhe date of the nest meeting is setas Fhursday 37 Juby 2007 in the Main Contference
Roont, Lesson Lane at 2. 30pm

Tom O Brien
Secretary

Audit Committee
8" June 2007
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Thursday 24" My 2007

Actions/ Decisions

Suitably qualificd and experienced consultant to be sought to act as
temporary Head of Audit, sanction and budget line approval to be
sought from Corporate Services,

Niall Kelly to be involved in the seleetion of a2 permanent replacement,
Siobhan Fay to be involved at the final selection stage.

Internal Audit staffing to be considered post the formation of the new
Department  particularly in the light of new respansibilities heing
placed on the U nit e.g. checking of capital appraisal guidelines.

C&ALG representatives to be invited to the next meeting.

Report of the Audit Committee to the Secretary General to be
circulated te all members.

Pnseraal Audit Lan
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Audit Commitiee Minutes
Meeting No. 44, Wednesday 26™ July 2007
Main Conference Room, Leeson Lane, Dublin 2.

Adlendange;  Siobhan Fay, Pamela MeDonald, Fiona Kilcullen, Cerdrd Farrell and
Liam Kidd

EALL: Niall Kelty, Francis Hughes and Eddie Banry,

i, Mr. Francis Hughes, Helm Corporation

Mr. Francis Hughes, Helm Corporation was introduced 10 the members of the Audit
Committee. Mr. Hughes has been contracted to fill the post of Head of Tnternal Audit
i a temporary capacity pending the recruitment of a permanent person. Details of the
award contact include a 40 day consultancy over a 6 month period, to be executed on
a2 day a week basis. Ity anticipated that this should provide cover in the pesition up
until the end of November 2007,

2. Adoption of the Minutes of the Previous mesting and matters arising

Niali Kelly gave a brief update on the following action points from minutes of the
previous meeting (247 May 2007):

¢  Ditails of the procurement of a temporary Head of Internal Audit, {covered in
point 1, above.)

s Update on the recruiiment of a permanent head of Internal Audit (covered in
poiat 3.-below)

o Contact had boen with representatives of the C&AG who indicated they were
not available 1o agend this meeting of the Audit Commistee, but would
detinitely make themselves available for the next meeting.

s Cand AG also indicated that they had no specific issues for the current meeting
ather than Procurement issues which they are currently addressing to all
Plepartments,

»  Special mention was made of a letter issued by the C and AG on the 19" July in

. N respect of returns made by Accounting Officers vader Department of Finance
Circular 40442, This circular deals with the award of contracts in excess of
€25,000 where the standard competitive process was not used and a report of
same, signed off by the Secretary General must issue to the € and AG by 31%
March each vear. Overall the Department reported 17 instances of contracts
being awarded outside of the competitive process, with a total combined value
of €1.435 millien.

o [t was noted as catered for under Circular 40/42, that only 1 of the 17 cases
reported on, had been netified 1o the Departments Procurement Reviewing
Officer, Mr, Nuall Kellv,

*  The issue of the head of Internal Audit, also holding the post of Procurement
Reviewing Officer was also discussed, It was noted within the ciraudar that
“eomtracts exceeding the limit which was subject 1o a competitive process were
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required to be reviewed within Departments/Offices by the Internal Audit or by
an appropriate senior officer who was not parl of the procurement process™. The
view of the Audit Commirttee was that an officer hoiding both posts may lead to
2 conflici of interests by crossing the management line, with the Officer
concerncd potentially providing “sign-off” 1o a contract being awarded cutside
of the competitive process and subsequently being involved in 4n audit of the
same process. it was noted that the Department had a Procurement Officer and
that this issue should be ralsed with her for discussion, on how this procedure
might be dealt with, including who might be nominated as the reviewing officer
going forward,

s Liam Kidd provided detads of the historical evolution of the process wherehy
the Head of Intenal Audit also filled the role of procurcment reviewing officer.
The overlapping of the functions stemmed {rom an era in the Department where
the role of procurement officer in the Department had not been created and so'in
the absence of same, the Head of Internal Audit filled the vacuum as reviewing
officer. :

& The issue of the Departments exposure F of | requests on contracts awarded
outside of the competitive process and the possibility litigation by a service

. provider, thus excluded from applying was raised by Ms Kilcullen.

o Report of the Audit Committee issued,

Due io the decentralisation of the TAU to Cavan and the re-structuring of the
Department it was reported that a revised Audit Plan for 2007 had been drafted.
"This is dealt with below,

s Liam Kidd wished to clarify an ttlem arising from the minutes in relation to his
appointment o the Sea Bed Survey project board. Mr. Kidd informed the group
thet he had not in fact been co-opted onte the board. Mr, Kelly clarified the
position, in that it was a recommendation coming out of a meeting with the C
and AG that My, Kidd should be appointed 1o the board, This recommendation
coming from & recognition that the Information Technology Division should
have input on a project that is highly IT orientated and that issues had arisen in
the past in relation to the reporting of IT related expenditure and the
identification and purchase of appropriate hardware. In addition. Mr. Kelly
pointed out that the praject which is seen in 2 phases,

e 1. the actual sex bed survey process and
2. the data migration to shore and its seeure backup, the latter was seen as a risk,

. with approx €1 hillion worth of data. that was not. being adequately dealt with.
My, Kidd informed the group that the Project Board had been made aware of the
IT governance procedures, It was noted that the Assistant Secretary with
responsibilily Tor the arca, had suggested that Mr. Kidd might participate af a
more  stralegic  level.  The appointment remains a  standing  audit
recommentation,

As there were no other matters srising, the Minutes of the previdus meeting were
agreed and adopted.

3. Decentralisation of the IAU Funciion o Cavan
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Mr David Hanlev Priveipal Officer Human. Resources Division. had indicated
previously, to Mr. Francts Hughes and Mr. Niall Kelly, his inlention to auend the
meeting. 1o give an update on the progress on the recruitment of & permanent Head of
Internal Audit. Mr Hanley was not available to attend.

In Mr. Hanley's absence. Mr, Hughes outlined the posttion as he had understeod it
folowing a conversation with Mr, Hanley:

1. As of the previous week, no advances have been made in initiating the process of
recruiting a permanent Head of Internal Audit

2. Given the curreni oversialfing issue in the Department due 1o the decéntralisation
programme, HR are of the epimicn that it may be difficult to get sanction from the
Department of Finance in respect of turther recrintment,

Dregpite the shove scenaria, it was noted by Niall Kelly, that overstaffing was a known
issue at the time that a letter was sent by Mr. Brendan Tuohy giving assurances {o the
audit Commitment that the same fevel and quality of staff would be made available in
the Cavan location.

The Chair raised a concern, previously voiced by the Audit Committee, over having a
crossover period between experienced and new staff and ensuring adequaey of cover
and service, Without such an appropriate overlap and g permanemt replacement for the
Head of Internal Audit being in place in good tirne, there may be an issue in providing
an adequate level of assurance (o the Committee, thereby the Audit Commuttee would
have difficulty in providing an end of year report. Further, it was noted that the faci.
that the post has not vet been advertised, suitable qualified personnel who are
registered with the Central Applications Facility (CAF) are not been made aware of
the post. The Chair requested that it be noted as an action point that she would write
to Mr. Hanley seeking clarification on the recruituent of 2 permanent Head of the
Function. This point was endorsed hy the members of the Commitiee,

Lian Kidd similarly raised a concern over the [ect that the post has not vet heen
advertised. In addition he raised a concern at the level and quantity of work that can
be achieved by the new unit given that it has moved from the position of having 4
experienced resources working on the audit feam 1o a relatively light Audit icam
comprising 3 resources with no experience.

4, Revised Audit Plan
Mr. Hughes outtined a révised audit plan, the main features of where:

Original figures based on full dme Head of Function, T HEO, 1 EO, 1 CO and |
Stagimre = 725 days svailable fvr Audit

Revised figures on the basis of reduced Head of Function availability, 1 HEQ, 1 EO
and T CO = 520 davs available for audit. 40% reduction in resources.
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Analysising the figures. including making a reduction of days for those areas
scheduled for audic that are likely to leave the Department when the Transfer of
Fanetion order {s signed and the addition of days for Capital Appraisal spot-checks; a
shortfali of 195 days is identified.

Mr. Kelly poiated out thiat if the current audit plan is to be completed, and the Capital
appraisal spot checks (which are a Department of Finance n.qwremem) are also to be
completed it is essential that the HMead of Function vacancy is filled as soon as
possible. Tt was noted that the Capital appraisal spot checks were not an issue at the
time of finafising the 2007 Audit plan and as such they had not been factored into that
plan. Further, that in order 1 complete the audit plan for 2007, W may be necessary to
allocate another rescarce 1o the AU ared.

Mr. Barry indicated that he had already spent approx 4-3 days completing background
checks in respect of the Capiml appraisal workload and also gave the AC a briet
owtiine of what is required 10 be checked,

The Chair floated the suggeston that it may be necessary to de-prioritise some audits
from the audit plan to cater for the Capital Appraisal workload or alternatively it may
hecome necessary to outsource this work. It was also suggested that & business case
be drafted w support the allocstion of an additional resource. This business case to
include the following points.

. With the current depleted resources in TAU, is #/will it be necessary to de-
prioritise items from the current plan 7

2, "With the Hkelihood of no cover for the Head of Internal Audit for the month of
December, wiil if be necessary to extend the consultancy 1o cover this void, or
will the recruitment of o permanent resource have been completed at this
stage?

3. Cutsourcing of the Capial Appraisal workload.

The Chairalso recommended that the current audit plan be married to the risk register
in order to identify/Tlag the level of risk associated with each item, so that in the event
that items needed to de-priovitised, that the lower level ranked Htems could be
targeted.

Uy the point of the allocation of an additional resource, Mr. Barry pointed out that the
current thinking i the Department was that with the impending transfer/loss of
functions, Divisions particeharly in the Cavan office were likely fo see a 20%
redeployment of resources o other work within the Departiment,

tn reply to this, Mr. Kellv pointed out that although the Internal Audit Unit would no
longer have the FIFG workload under its remit, this was of no benefit to the unit in the
current year as this work had alveady been fully completed. In addition as the unit is
eurrently down & Stagiare and work is being added to the unit, the global analysis
requiring a cut of staff across vorporate areas, did not apply (o Internal Aundit in the
CUrTenRt year,
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Mr. Hughes was requested to raise the resource issue and revised audit plan with Mr.
Eamonn Molloy.

A, Reports for Discussion

Armual Report on FIFG Congols i 2006
Per, Article 13 of Commission Resulation (£ 43841)

Mr. Kelly provided details of this report which examines and summarises the results
of all the reports in relation 1o cxpenditure co-funded by the FIFG on the Border,
Midlands & Western and the South & Fast Operational Programmes. Aguaculture
Messure and expenditare from the Productive Sector Operational Programme. Fleet
Development  Measure.  Supporting  Measures  and  Adjustment of  Fishing
Fffort(Décommissioning ).

Responsibility for the implementation of systems audits and verification checks per
Articles 10-12 of 438701 has been assigned to the Internal Audit Unit DCMNR in
order to “ensure an appropriaie separation of tasks as between such checks and
implementing or paying procedures concerning operations” As requested this report
was delivered 2 weeks ahead of time to DG Fish in Brussels and DG Regio. A
response is normally expected from DG Fish, Mr. Kelly pointed out that the response
may now issue the Department of Agriculture, Fisheries and Food (DAFF). A copy of
the report has already issued 1o that Departments Internal Audit Unit. alerting them to
the existence of the report. Mr. Kelly indicated that should the Department of
Agriculture have any fuilure gueries in relation to the repost that he would make
himsell available 10 attend a meeting to discuss same,

Mr Kelly pointed out that in previous vears, the only substantive issue raised by DG
Fish centred on reconciliations between their figures and figures provided by
DICMNR. This was fafgely due to timing issues. In order to avoid the same issue this
vear, a huge effort had been expended to ensure the claim figures provided were on an
annunl basis.

The normal timeling surrounding the DG Fish letter:

Report submitted in June

DG Fish process report during daly

Letter issues from DG Fish in late July early August, betore they commence their
summer hreak.

DG Fish would expect a reply in carly September.

Hard fascaioh Mharva Verifieation Report for the vead ending 31/1272000

This report containg the results of verification checks on the eligibility of expenditure
for the vear ended 317 Decemnber 2006 by Bord Jascaigh Mhara (BIM) the
implementing Ageney, in respect of the Aquacuiture Development Measure of the
Regional Operational Programmes, the Fishing Fleet Development Measures,
Supporting Measures for Sea Fisheries Development and the Decommissioning
Scheme for the withdrawal of capacity from the Demersal and Shellfish seciors of the
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Productive Sector Operationsl Programme (2000-2006). funded by the Financial
instrament for Fisheries Guidance (FIFGL

‘The overall scope of this audit was 1o carry out verification checks of at least 5% of

eligible expenditure incarred by the Implementing Agency in the calendar year 2006
as required by the ELL

Uiduris Na Gaelesehia Verification Report for the vear ending 31122006

This report contains the results of our Artiele 10.1 (b} 3% Verification Cheeks of the
eligibility of expenditure within Uldaras Na Gaeltachta, the huplementing Agencey, for
the Aquatullure Measure projects for the period 1 * January 2006 - 317 December
2006. The Department of Communications, Marine and Natural Resowrces (DOMMNR)
is the Implementing Department, with the Sea Fisheries Policy and Development
Division as the Paving Authority, in respect of the Measures within the National.
Development Plan, Regional Operational Programames {2000-2006}, funded by the
Financial lnstrument for Fisheries Guidance (FIFG). 1t is noted that the Internal Audli
Unit, DOMNR have cartied out 1 Systems Audits {10.1(A)) on the Paying Authority
of the Aguaculture Measure, in the recent past and all claims received from the
mplementing Ageneies are audited in conjunction with the Paving Authority by the
Internal Audir Unit.

The overall scope of this audit was o carry out verification checks of at Teast 3% of
eligibie expenditure incurred by the Implementing Agency in the calendar year 2006
as required by the EUL

Mr Kelly provided summary outlines of both reports. The Chair noted that assurances
were been given in both reports in reltation to environmental matters and gueried how
this was achieved. Mr. Kelly informed the group that both BIM and U na G have
technical field officers whe provide environmental reports in respect of exch praject,

Ballvyuughan Project Hepart

This report represents the result of an audit of the management and controd systems
applied by Engineering Division w operstions co-financed by the Community under
the Treland: National Develapment Plan 2000-2006, Fisheries Harbour Measure o the
South & Fast Operational Programmus, co-funded by the European Reglonal
Development Fund.

The opinion of the Internal Audit Unit was that the internal management and controls
systerns in place within the Engincering Division (Intermediate Boidy) were partially

satisfictory and that the expenditure examined has been verified as eligible under the
relevant regulations.

The main finding included:
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o The Engineering Division and the Sea Fishenes Administration Division both
expressed serious concerns over the need for staff training in relation to the
ERDYF fund.

o 1n 2005, the Faginvering Division requested the accounts branch to transfer
sarplus non-hire plant from the Ballyvaughan Project to other projects.

e This request was not acted apon in the accounts branch and as a result the
Agresso accounts for the Ballyvaughan project are minus the value of
€15.000.

« The permanent plague a1 the project site does not acknowledge funding from
BRDF or the EUY Flag as required.

s Only one Bl Claim form was completed during the whole course of this
project.

s Asihe Engineering Division completed all the work ena direct labour basis
for this project it was noy necessary for them © drawdown funds on a yearly
basis.

o No checks as required by Article 9 of Regulation 438/2001 have been carried
ol in relation 1o the Ballyy aughan Harbowr project, However the Frgineering
Division does complete a monthly repert that provides a detailed summary of
expenditure and progress in relation the Balivvaughan project.

e Ouotaiions from suppliers in relation to the Bailyvaughan project were not
fully documented on file,

Mr, Kelly indicated that nothing was discovered during the course of the audit that’
would rule the expenditure to be ineligible, but that the issues radsed would still need
to be addressed.

Mr Farrell welcomed the positive comments in the report i respec of the fevel of
project management. Mr, Farrel] indicated that he is the head of function for the
Division and that he would be concerned, that despite the fact that the Division have
very comprehensive  guidelines controls in place for tendering and budget
reporting/accounting, that guotations were not on file for some of the items procured,
This is something that the Division is normally particular mindful of.

I relation to the lack of form B1's, Mr Farrell indicated that a dichotomy existed
between Engineering Division and Sea Fisheries Administration Division onwho the
responsibility actually resides with. This has never been formally identified/resolved.

Mr. Kelly stated that a recommendation from a previous audit had suggested that boih
Divisions should be merued.
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Ms Kileullen outlined the potentizl financial consequences of not complying with the
signage requirements on this and similar projects, which can be quite severe,

0.

:««}

Tracking of Issues

A copy of the current Tracking Document which provides an age analysis of all
the High Risks findings from the Intemnal Audit Reports carried out by [AU was
circulated to the Audit Commitiee for theit information.

Me. Kelly clarified the position with regards to the items listed. All iems are
perceived as reasonalde high risk, either at the time or continue at that level
currently. 4 of the items require a review to be carried owt. 2 of which will
probably fall within the remit of the Department of Agnculture.

Ms Fay. commenting on the items listed and with particular reference W the age of
some of the Hems, stated that Divisions should be notifying AU when
recommendations have been implemented, particularly where a review has also
been completed,

Ms McDonald queried whether an agreed timeframe is agreed with Divisions for
the implementation of audit recommendations,

Mr. Kely in response stated that normally Internal Audil hope (o go back (o the
Division within 6 months to a vear of the issuing of a report. However in a
pumber of cases, it has beer necessary to extend that tmeline.

In geperal, it was agreed By the Audit Committee, that agreed recommendations
should be given a delbverable  date, against which reviews can he
benchmarked/measured agaipst. The main issue being identified with long
standing items is that cither the issue is no longer perceived as beng a high level
risk or that the exposure is being accumulated because the issue is outstanding. It
will be necessary to establish whieh of the 2 scenarios the item falls into. Tt was
atso sugeested that where o recommendation has been made and nol actioned by
the Line Division. the management in the grea should be made aware that should
anvihing go wrong in the interim, Internal Audit cannot be held responsible.

The date of the pext meeting is provisionally set as day 13th September 2007 in the
Main Conference Room., Lesson Lane at 2.30pm

Eddie Barry
Secretary

Audit Committee
3ist July 2007
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Actions/ Decisions

®  The Chair to write fo the Personnel Officer seeking clarification on
the assurances given to the Audit Committee in respect of seeking &
suitable qualified persen to fill the role of Head of Internal Auditon a
permanent basis,

*  Fddie Barry to circulate to the members of the Audit Commitiee a
schedule of dates for futare meetings for consideration.

»  Eddic Barry to circulate a list of Action peints fo the members of the
Audit Commitiee in advance of the next meeting.

=  Eddiec Barry to write to the Procurement Officer séeking clarification
in respeet of the role of Procurement Reviewing Officer,

*  Eddie Barry to compléte a review of the Metropolitan Area Networks
programme sud Television License Fee audits as fisted under the High
Risk lssues frem the Tracking document,

»  Fddie Barry to contact a representative from the Infernal Audit Unit,
, Department of Agriculture, advising them of the review audits due in
' : respect of the Natioval Fishing Fleet and Inland Fisheries audits as

per the High Risk Issues listed on the Tracking document.

«  Eddie Barry to cross refererce the current Awdit plan against the risk
register, in order tv highlight the associated level of risk should it
become necessary to de-prioritise Hems.,

» Francis Hughes to raise the resource issue and revised audit plan with
the Assistant Seeretary Corporate.

=  ¥Francis Hughes to develop 2 business case to support the allocation of
an additional resource.
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Andit Commmittes Minutes
Meeting No, 45, Tuesday 23™ Qctober 2007
Main Conference Room, Leesen Lane, Dublin 2.

Attendance:  Siobhdn Fay, Pamela McDonald, Fiona Kilcullen.

LA Franéis Hughes Fddie Barry, Gemma Lynch.

[, Adoption of the Minwes of the Previeus meeting and Action Points
Recreitment of Head of Fuoction
& Siobhan Fav wrote letter 1o Dave Hanley about update on recruitment of Hlead of
Function and raised query on staffing issues within the Unit
Mewting with new Secretary General
#  Francis updated the commitiee on meeting with Mr Aidan Duneing and re-Herated
to him the importance of the function of Internal Audit to the Dept: Mr Dunning
. stated he will write (o both Dave Hanley and Famonn Molloy re the recruitment of
a permanent Head of Function, Siobhan noted it shoutd be emphasised that we can
only comment on the work done within the year and highlight that we have
Hmited resourees. Flona agreed and noted, it is a Management issue i work
rdanned canned be completed due to resource constraings,
TALT sy Procumment Reviewing Offlver
»  Prancts staed that Addun Dunning wants aternal Audit fo continue in role of
procurement Reviewing Officers. Siobhan expressed concern over internal audit
being both procurement reviewing officers and auditing procurerment procedures
within Dept. it is noted that no-one working as procurement reviewing officer will
undertake an audit on procurement so as 1o maintain a role of independence.
Fromsier of Fonctions
«  Pddiec and Franeis met with Dept Agriculture re transfer of functions. Files have
been wansferred across. 1t has been conveyed that Infand Fisheries are remaining
with DOENR. A Audit on Infand Fisheries started previousiy by Internal Audit
but leftuntil we knew whether we were in the position to complete it, must now
be re-addressed and completed.
. - Asadst Plan 2008 ;
¢ Mr Dunning expressed his wish at the meeting of 19" October that Internal Audit
should ensure that they focus on the general payments and payroll processes in the
course of 2008, Theretore it was noted by Siobhan to place an Audit on Payroll as
Mo 1 on Audit plan list for 2008, Eddie also noted that due to the Payrell moving
from Castlebar to Cavan, there may be a loss of corporate knowledge in this area.
Stafting issues within IAL
»  Trancis explained the staffing issue was raised with BEamonn Melloy, and went on
to say a greater emphasis should be put on the Audit function within the
Department, The Internal Audit Unit should be at least staving the same size if
not expanding in Hine with the icreasing governance responsibilities of
Govermment Departmienis.
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2. Matters arising with new Secretary General, Mr Asdan Dunning

e Aidan Dunning has reguested o meeting with Siobhun Fay, Eddie to arrange
meeting between both on Wed 8% December.

¢ Abdun g showing a kegs fnterest on Capital Appraisal spot-checks within the Depi
and is satisfied with progress to date.

3. Progress inrelation wo finding g permanent Head of Function and
re-sourcing of the Uil

»  The position of Head of Futietion has not been advertised by HR yet. Aidan
Dnning is writing to Dept of Finance on this issue. The Andit Committee has
suggested w re-fender the contract, or 1o extend the existing contract as a
handover period would be neeessary. These options however alse have financial
implications and a business case may need fo be presented to Famonn Molloy.
Siobhan recommends we re-engage with Eamonn and iy (o get a commitment
get an extension 1o the existing contract with Helm or a new permanent Head of
Fanction.

. 4. Comptroller and Auditor General report under Department of
: Finance Circular 40/02

¢  Following the publication of the € and AG report, dealing with the award of
Contracts in excess of €25.000, where the competitive process has not been used
and the specific mention of DUENR, Francis provided an overview of the 9
contracts thay had been reported on.

» It was noted that 3 of the coutracts had ended. In respect of the remaining 4, one
conirsct relating to the Commuercial Salmon Sector was now the responsibility of
the Departinent of Agriculture Fishertes and Food, The contract in respect of
Advisery Services on the NIIRC is due 10 end in December 2007,

e The remaining 2 contracts are on-going,

. ' 5. Article from Insh Examiner in respect of Overtime payments.

«  Detals were provided to the Audit Committee in respeet of an articie that had
been produced in the Irish Examiner veporting that civil servants racked up a
pif of €100 million last vear in overtime figures and in which DOENE was
specifically mentioned,

o Eddie onthined the resulis of enquiries made in respect of the DCENR case
studhies. The case reforred 1o (2006 pavments) involved & member of staff whe
wis deploved to Seafood Control Division and 1s now emploved by the Sea
Fisheries Prowetion Authorite, The Sea-Fisheries Protection Awthority s i
new Statusory Authority established on the 17 of January 2007 by the
Minister.
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v Eddie indicated that i future the situation in relation to such overtime
payments will no longer be the concern of DCENR post the implementation of
the Transfer of Functions order, when responsibility for the Corporate
Governance of this organisation will transfer to the Depastment of Agriculuire,
Fisheries and Food.

s However. the AC raised a concem over the way in which a similar case in
20613 had been dealt with by HR Division, where arrangements for an
" {nerement increase combined with an allowance 1o cover the extra duties being
performed by the officer concerned, was entered into rather than deal with the
issue through the reeruitment of additional staffto cover the responsibilities.

6. Transfer of Funchons

s Francis provided an update on meeting with Agricuiture on 22" Oetober re the
handover of files. A forum on Assistant Secrearies hag been set up between the
two Departments involved L.e, Agriculture and DCENR. Capital Appraisal issues
were discussed and guestion marks over what work was going to Dept Agriculture

. and what was staying with the DCENR was claritied.

o [t was decided after a discussion that Marine issues would be referred to in the
DCENR report of the Audit comunittee o the Secretary General for 2007 and that
the transfer of funetions to Department of Agriculture would be explained within
the report.

» This annual reporting approach will be agreed with the Dept of Agriculture.
Weekly mcetings are arranged on thé Transfer of Functions so any issues raised
can be addressed and 10 ensure the operation runs smoothly.

7. Capital Appraisal Spot-Checks
» Trancis explained that this procedure has twice heen discussed at the management
committes meatings and therelore iy getting lots of publicity throughout the
Departmment. Aldan Dunning is also showing keen interest on the procedure and
how we are implementing i
»  Fddie explained to the commitiee the Methodology behind the selection procedure
for the Spot-Checks and how our check list was drawn up based on the Capital
. Appraisal guidelines. Reassuranve was given by Aidan Dunning al the meeting
. an % Oct that this was the correct procedure for undertaking the Spot-Checks.
e A structure or template for the final report has not vet been issued and TAU is
awaiting guidance at present over how to present the information we have
gathered.

Audit Reports -~

8 Digital Hub

e Inrelation to future Audits, it was suggested that Internal Audit Unit and the
relevant management should agree on the recommendations (o be
implemented and this should be reflected in the final report. This would belp
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to ensure the implementation of recommendations and enable follow up audits
to be more effective in the future.

o Siobhan pointed out thai there seemed to be a problem with documentation in
this section.

e It was suggested by Fiora Kileullen that inrelation to the agencies such as the
Digital Hub which is planned to be self-financing in the future, & mechanism
for paving back excess funding should be introduced to ensure that in the
event of the agency being much more success{ul than anticipated the
Department can reclaim monies that it has already provided. This would take
the form of a dividend or tuxaton.

9 Leiwim Co Counctl MANS ~ Audit Report

& No commens on thisandit,

10, Mavo Co Council MANS — Audit Report
» This was » joint venture audit with Mayo Co Council, Andit Committee
satisfied with controls. Mavo also happy with audit results.

® 11 Fisherv Harbouy Centres debl collection
o o Francis staied that there wus a considerable amount of dett owed but this has
improved eonsiderably recently. On a follow up by Donna, it was discovered
that debt was down by 30%
e Siabhan and the Audit Commitiee wishes to acknowledge the quality of work
and reports produced by the unit considering the shortfall of staff in the unit.

12, Transposition of BU Dirvectives

o  Francis provided details to the AC of a meeting held with EUMANorth Soutk
Dhvision o clarify some issues wrespect of this report.

13, Tracking of Issues

e Audits which have commenced at present are Travel and Subsistence, Energy
RDTL Review of TV licences, and Mining Licences, It is anticipated that
.-- : these will be completed before the year end.
&  Siobhan pointed out that an extra column at the side on the Aadit plan stating
‘fast review date” would be helpful 10 us,
*  Also intand Fisheries Review Audit needs to be looked at as this is staying
with DUENR

L4 Arvy Onher Business

o It was pointed out by the conmmittes that 2 new members need to be recrurted
internally for the Audit Committee. Clarification 10 be sought if this decision
rests with the Seoretary General,

»  Siobhan brought up the issue of time served on the panel. Initially she was
recruited as Chair on g temporary basis to replace the pervieus Chalr who left
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L

o take up a post in New Zealand., We need to check to see if he is returning 1o
the Committee and also check the time frame allowed to hold the position of
Chair of Audit Commitice.

»  The next Audit Committee meeting has been scheduled for 6™ Decenther
@2.30.,

15, Action Poings

» Organise meeting between Secretary General and Chair of the Aodit
Cormmittes

e Highiight need for a decision on Chair of Audit Committee for 2008 and the
recruitment of fwo new Audit Comunitice Members
Decision on recruitment of a Permanent Head of Internal Audit
Decision on possible extension of contract for Temporary Head of Internal
Audit
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Contacts for Members of the Postcode Steering Group

DCENR

Eamonn Molloy — Chair —6783104
Derek Byrne — 6782111

John Dillon — 6782026

David Brophy — 6782207

Anne Ward — 6783069

Caroline Green - 6782190

. Ray Treacy — 6782954

External
George Merrigan ComReg -
Sinead Devey ComReg — 8049621

Eamonn Ryan — Business Consultant ~ ryvaneamonn@eircom.net

Regards

Ray Treacy




Record No 4

Aundit Committee Minutes i

Audit Committee Minutes
Meeting No. 46, Thursday 6" December 2007
4™ fioor Board Room, Leeson Lane, Dublin 2.

Attendance: Siobhan Fay, Pamela McDonald, Fiona Kilcullen, Katherine
Licken

LAU. Francis Hughes Eddie Barry, Donna Comer Gemma Lynch.

Ao

The meeting started by Ms Fay welcoming Ms Licken to the Audit
Committee and thanking the pravious Audit Committee members for their
Contribution.

1. Adoption of the Minutes of the Previous meeting and Action
Points

. 1 Drganise meeting between Secretary General and Chair of the Audit
Committes
The meseting was organised between both parties on Wednesday 5

2 Decision on Chair of Audit Commitiee for 2008 and recruitment of 2 new
Audit Committee Members

(See point 2 below), Patricia Cronin and Katherine Licken are the 2 new
members of the Audit Committes.

3. Recgruitment of permanent Head of internal Audit
Mr Hughes explained this procedure is proceeding siowly, it has been decided
that Mr Hughes' contract be extended for 20 extra days to facilitate the
recruitment of a permanent Head of function and also to aliow for a hand over
patiod.

The minutes were then approved by the audit committee following corrections
of errors by Ms McDonald and Ms Fay.

2. Mesting between Ms Fay and Secretary General, Aidan
Dunning

o Ms Fay discussed issues surrounding the Head of Internal Audit and
reported that the Secretary General is committed for this to happen by
the end of quarter one in 2008

s Ms Fay having served 5 years on Audit Committee agreed to stay on
as Chairperson for 2008, Internal Audit need to check if this Is possible
or if changes can be made to the charter.

+ Other issues of concern brought to the attention of the Secretary
General was the length of time taken for divisions to respond fo draft
audit réports and implement recommendations made. The Secretary
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General stated he would like to be made aware of any road blocks we
may encounter from divisions.

3. Progress in relation to finding a permanent Head of Function
and re-sourcing of the Unit.

Mr Hughes has agreed to continue to fill the role until the end of Q1
The |AU report for 2007 will be available by mid Febtuary to ensure
there i adequate time for approval and sign off.

4. Audit Plan 2008

« Mr Hughes explained the background to how we picked our Audits for
2008. 1AU exarmined the risk register and took on board the views of
the Secretary General, the cutcome of the budget was also
considered. Other issues considered was the experience of the
intarnal Audit Unit and the time lapse in the Audit plan of 2007

. o Ms Fay pointed out that considering how new the Internal Audit section
is, there should be more time made available for training Mr Hughes
explained that training was considered in the draft audit plan but the
time alfocated would be revised to reflect actual training organised in
the final plan

» Mr Hughes explained the need to review the procurement reviewing
officer role, and as this is expanding 1AU it will be necessary to allocate
more days to it

«  Also the issue of Consultancy Expenditure will be brought up at MC
resulting in the need to allocate resource days to this.

» Kr Hughes finished off by saying that the Audit Pian had been worked
around 312 days and 'AU tried to look at every division.

« Ms Fay asked the guestion in relation to the Rapid Programme ' how
are dormant accounts associated with Communications?' Mr Barry
explained the background to the Dormant Accounts and DCENR’s
invelvement in the ICT element of the project.

« Ms Kilculien suggested we look at Data Protection as an inclusion on

. our Audit plan following recent incidents which have occurred in the
UK.

« Ms Kilcullen recommended we look at any C&AG management letter
correspandence with the Department to see what other areas shouid
be focused on in the 2008 Audit Plan

« Ms Fay also commented that whilst drafting the Audit Committee report
some issues may crop up which may need to be included.

5. u@dafte on 2007 Plan

s Mr Hughes wishes to have the 4 outstanding reports finished by early
2008,
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« Ms Comer stated the mining audit is at the report stage and should be
drafted within the next few weeks _

o MrHughes explainedthe T& S is almost finish and is at draff report
stage

e The Charles Parson audit has only just commenced. The Terms of
Reference has been agreed with the division and hopefully we will
havée it at draft report stage by year end.

« In relation to the TV licences review audit, they have conveyed their
apologies to us and will meet with us soon to complete the review,

&. Capital Appraisal

« Mr Barry explained to the Committee that 11 of the 13 projects have
been completed and, falfowing the transfer of functions, the remaining
projects have moved to Department of Agricuiture. We are aiming to
have the work finished by the end of December as the report needs to
be with Department of Finance by end January and MAC would like to

. view it by mid January. We are waiting on a format of how the report
- should be drafted but may have fo work on it ourselves in order to meet
the deadline.

7. Progutement reviewingd role
The unit will update the Audit Commititee regularly on how much time is
being aflocated to fulfiliing the role of Procurement Reviewing Officer
for DCENR

8 IPA Diploma Course ‘
1. Foliowing on from an exploratory discussion the following points were

noted :

« The course is very intensive with about 180 hours per module expected
study time.

s s not feasible to do in one year and should be spread over 2 years or
longer

_ It was decided to re think the options in relation to 3 members of staff
. participating on the course and consider both financial and time limitations.

9 Article on Consultanis

o« Mr Hughes explained 4.4m spent in DCENR as pes recent articles in
the press and wollld like to make the Audit Committee aware of our
expenditure in refation to other Departments
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» Ms Kilcullen brought to the attention of the Audit Committee the report
from the C&AG titled  Nationat Educational Welfare Board Lapses in
tnternal Conirol

10 Upcoming Year

e There will be 5 Audit Committee meetings held in 2008

o Date of next meeting set for 28" March
Suggested meetings of Audit Committee meetings to be circulated to
the Committee

+ It was suggested to invite the C&AG to next meeting on 28" March

11 Any Other Business

« The AU 2008 business plan will be finalised in January 2008.
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Audit Commitiee Minutes
Mesting No, 47, Friday 28" March 2008
Meeting Room 5D Adelaide Road.

Attendance; Siobhan Fay, Pamela McDonald, Fiona Kilcullen, Katherine
Licken, Patricia Cronin

LAY Francis Hughes Eddie Barry, Gemma Lynch.

NOTE

Internal Audit Unit agreed to send on any documents or reports to the Audit
Commitiee members 5 days in advance of the agreed date of an Audit
Committee meeting. This is to ensure sufficient time for the Audit Committee
members {o review the documents and prepare for the mesting.

1. Adoption of the Minutes of the Previous meeting and Actlion
9 Points

Mr Hughes stated that the C&AG would be invited to the next Audit
Committee meeting which is scheduled in May. Mr Hughes also spoke about
how the business plan had béen finalised in December 2007 and has been
approved by the Secratary General. The Role Profiles for the 1AU staff have
also been finalised and signed offon.

Ms McDonald suggested that the Charters should be amended to reflect the
changes in the Audit Committee of late. Mr Barry agreed and has already
sent copies of the amended charter to the Secretary General for approval.

The minutes were then approved by the commitiee.

7. Mesting between 1AU and Secretary General. Aldan Dunning

. Mr Hughes spoke about the meeting with the Secretary General.

1. The Secretary General exprassed concern over the timing of audits
and suggested moving certain audils, e.g. the ICT security audit
and decentralisation to reflect the importance of the issue within the
Department . This has been reflected in the audit plan.

2. Hée also was keen to get the Statement of internal Financial Cantrol
signed off, by 31/03/08.

3. He sxpressed an interest in the activities of the Departments Risk
Committes and the updating of the Departments Risk Register and
would like more focus placed on if in 2008,
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3. Progress in relation o finding a permanent Head of Function
and re-sourcing of the Unit

Mr Hughes explained to the Audit Committee that progress to date continues
to be slow. The Secretary General has been made aware of this issue, but is
also aware it may fake up to 3 months for a replacement to be sought. With
Mr Hughes having 5 days left on his contract, Ms Fay suggested possibly
extending the contract. Mr Hughes also suggested perhaps a call on contract
may be an option and he will speak to Mr Moilloy on Friday 4™ Apr to discuss
the options.

Ms Cronin asked why the recruitment process has taking so long and Ms Fay
indicated that there had been difficulties in receiving Department of Finance
sanction to fill the post. Ms Cronin recommended we highlight the issue about
the delay in recruitment of Head of Function in the minutes. Ms Fay
commenied that the level of assurance that may be provided 10 the Secretary
General in the coming year may be limited due to the resource issues
surrounding the Head of Function position. Ms McDonald suggested that
nerhaps another tender may be the option and perhaps an open ended
contract would be best. Mr Barry agreed to bring this option to the attention of
Mr Molloy. Ms Fay asked that the issue of staffing/resourcing of the Unit be
kept as a standing item on the agenda in the future.

4 Report to Secretary General Mr Aidan Dunning

+ The report to the Secretary General was reviewed by the Audit
Committee and clerical amendments made to the text.

¢ Ms Kilcullen suggested that a cover letter be sent with the report and
Mr Hughes agreed to draft the letter on Monday 28 March,

+« Ms Cronin suggest that perhaps it should be mentioned in the report
that the Audit unit has 100% staff turnover in 2007 and with regards to
providing assurance 1o the Secretary General we should draw attention
to this gccurrence.

« Ms McDonald also noted that we should mention in the report that staff
numbers in the unit have been reduced in 2007,

s Ms Kilcullen added that 3 sentence should be inserted in the report o
reflect that some work was not carried out due to resource issues
within internal Aud#.

«  Mr Hughes to make changes to report and circulate new draft to Audit
Committee by Monday 31 March.

« Ms Licken and Ms Cronin both expressed concern over the lack of
awareness of the new Public Procurement Division within the Dept. A
gap has opened within the Depariment due to decentralisation and
people may need to introduce themselves to sections through
presentations or meebngs.
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¢ Ms Kilcullen stressed that the work of the Internal Audit Unit was only
part of the process of enabling the Secretary General to sign off on the
Staternent of Internal Financial Control.

51CT Audit

¢ With regards to the ICT audit Ms Cronin asked the question whether
internal Audit has the necessary skills to conduct and audit on this
area. Mr Barry explained that Internal Audit was involved in the ICT
disaster recovery group and is aware of what needs to be done in this
area. Mr Barry added that he feels competent to undertake this audit if
needs be.’

» A discussion occurred pyer Internal Audits best options in conducting
this audit, and 3 outcomes were addressed

1. 1AU could look into requesting additional resource from another
department to help with the audit '

2. AU can approach the Head of Internal Audit forum and seek advice
from them,

3. IAU can approach the C & AG and ask assistance as they also are
knowledgeabie in this area

8 Audit Reports
The committes agreed to defer examination of the audit reports presented,
to the next Audit Committee meeting in May, due to the time limitations
involved.

7 Risk Committes

This subject was mentioned in the meei:sng with the Secretary General. Mr
Hughes advised that greater emphasis will need to be placed on this in 2008
as it appears to have been overlooked in 2007, Mr Barry explained that Mr
Tomas Chambers is preparing a paper for the risk committee and that he had
requested that he be kept informed of developments on behalf of the Audit
Committee. He will continue to liaise with Mr Chambers on this issue.

8 Training

Mr Barry tatked the Audit Committee through the training programme which
the Internat Audit staff have undertaken and are scheduled to partake in, in
the coming yvear. Ms Fay advised that it is deemed necessary to have
adequate cover in the office on training days where the 3 members of IA are
out of office and that instances of this occurrence should be minimised. Mr
Barry informed the Audit Commitiee that in respect of training on the Diploma
in Intermal Audit, where the 2 day workshops necessitated all 3 members of
staff to be in attendance, that these days were in fact held on Fridays and
Saturdays, which helped mitigate the impact . Mr Hughes indicated that he
had previously provided the Unit with cover as required.

9 Any Other Business
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