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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 training A3 subhead administered by the Staff Development Unit. The Department is committed to spending 5% of the salaries budget on training in 2004. The audit examined expenditure in the period January to July 2004. 

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 within the Staff Development Unit were satisfactory.

In relation to the specific audit objectives;

1. We are satisfied that responsibilities have been clearly allocated and that separation of duties exist 

2. We are satisfied that correct training expenditure is paid for and correct sub-heads allocated
3. We are satisfied with procedures to prioritise types of training
4. We are satisfied with the tracking – monitoring of spend procedures including fee refunds procedures and for staff compliance with rules

5. We are partially satisfied that the feedback procedure is working

6. We are partially satisfied that controls are in place to prevent unauthorised training through divisional budgets and unauthorised use of A3 budget.

7. We are not satisfied that authorisation on all training requests occurs in SDU.

8. We are not satisfied that there are procedures for monitoring each Divisions use of training.

9. We are satisfied that there are evaluation procedures prior/after attendance and knowledge transfer gained.

10. We are partially satisfied that the Performance Management and Development System (PMDS) is identifying changing training needs adequately.

3.  MAIN FINDINGS
The systems of control in place within the Department of Communications, Marine and Natural Resources with regard to the training A3 subhead administered by the Staff Development Unit were found to be generally satisfactory. The total expenditure on the A3 (training budget) during the period January to July 2004 was €545,105.28.  

Control Weaknesses – Category B

1. Insufficient monitoring of expenditure

There is insufficient monitoring of the expenditure posted to subhead A3 by SDU. Divisions have paid for training out of the A3 training budget without SDU permission or knowledge. Accounts have processed these invoices without SDU authorisation.
2. Duplication of databases that are not integrated.

The database system in SDU is not adequate to capture and provide statistical analysis. There are two separate databases, a database of individual training plan returns from PMDS and a database for training courses. These two databases are not integrated and required duplication of entry of the data. SDU has requested an integrated system a year ago from ISD, however this has not been implemented to date. Hence, there is a high level of manual inputting which is very time consuming.

3. No skills register

There is currently no skills register in the Department, therefore assignment of staff with requisite knowledge to areas where such skills can be utilised to the benefit of the Department may not occur. 
4. Non-attendance at courses
There are difficulties in assuring staff attendance on courses organised by the Staff Training Unit. SDU now keeps a record of non-attendance.
5. Non-compliance with PMDS and low levels of training in some Divisions
      

As part of the Performance Management Development System each staff member returns a “Personal Training and Development Plan” listing their training needs for the year ahead. During the course of the audit we examined the rates of return from divisions across the Department to examine the level of compliance with the PMDS strategy of the Department. We also examined the level of expenditure on training within Divisions. The following findings were apparent,

a) The PMDS training application forms are not being completed by a significant number of staff. During the audit (October/November 2004), it was estimated that 77% of staff had returned a training plan for 2004 even-though there is a requirement to return such forms by February of each year. Some Divisions and Offices did not return any training plans. 

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 training (A3) from January 2004 to July 2004 was examined and also consideration of how the training is interacting with the Performance Management Development System, (PMDS). 

Audit Methodology and Scope

A) Audit Scope

The audit is systems based 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 analyse the outcomes of such 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 training (A3 Sub-head).

Within this overall aim, the following specific audit objectives were addressed:
1. Whether functions have been clearly allocated, and whether separation of duties exists.
2. Whether the correct training expenditure is paid for and correct sub-heads allocated.
3. Whether there are procedures to prioritise types of training.
4. Whether procedures are in place to track and monitor the spending on training, including fee refunds procedures. 

5. Whether the post training feedback procedure is working? 

6. Whether there are controls in place to prevent unauthorised training through the SDU budget or unauthorised use of A3 budget. 

7. Whether authorisation on all training requests occurs in SDU.

8. Whether procedures exist for monitoring each division’s use of training.

9. Whether there are evaluation procedures prior/after attendance and knowledge transfer gained.

10. See whether the percentage of training forms returned by staff in divisions corresponds to the percentage of training expenditure per division to examine if PMDS is identifying changing training needs adequately.

C) Sample Selected

A sample of 30 transactions was selected which gave a spread across the Department’s Divisions and also spread across different sizes and types of transactions.  The sample represents 18% of the total spend in the period January to July 2004 and 5% of the total number of transactions.

D) Nature of Findings
In the course of our work a 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 Niall Kelly, Head of Internal Audit Unit with the assistance of Ray Treacy and Clodagh Flynn, Internal Audit Unit during the period from September to November 2004.                                   

Findings & Recommendations

Control Weakness – Category B

1. Insufficient monitoring of expenditure

There is insufficient monitoring of the expenditure posted to subhead A3 by SDU. Divisions have paid for training out of the A3 training budget without SDU permission or knowledge. 
Divisions have booked training and sent invoices directly to Accounts Unit without notifying SDU. IS Division has organised training courses and sent invoices directly to Accounts Unit for specialist I.T training organised by the I.T Training Officer without notifying SDU. Accounts have processed these invoices without SDU authorisation.

Recommendation
Under the new Agresso financial management System responsibility has been assigned to designated officers in Divisions to make payments to sub-heads. It will therefore be impossible in future for unauthorised staff to post to the A3 sub-head as each item of expenditure will have a unique code and expenditure is capped at a certain level. Agresso will prevent unauthorised usage and allow detailed analysis of expenditure.   

In relation to I.S Division there is a case for the I.T training officer to have a separate budget allocation for technical training courses as he has the expertise to assess the particular needs of the IT staff. A dedicated training budget for other divisions could also be put in place as it is arguable what added value accrues from SDUs involvement especially in relation to technical type training and development. 

Managerial Response
The identification of the issue as “insufficient monitoring” of A3 expenditure on the part of SDU is perhaps a misnomer. The crux of the issue is, as stated above, that Accounts has paid training costs, which have been incurred directly by other Divisions, out of the A3 training budget without SDU’s permission or knowledge. 

SDU had, and continues to have, no knowledge of this type of expenditure being charged against A3, and it is therefore not possible for it to be able to monitor and track the A3 budget properly.  SDU has frequently drawn Accounts Branch’s attention to discrepancies between SDU’s records and the FMS.

SDU agrees that if the Agresso Accounting system works as planned, it will render it impossible in future for unauthorised staff to post expenditure to the A3 sub-head, thus resolving this issue. 

In SDU’s view, the recommendation that separate training budgets be put in place for ISD and other Divisions with technical type training requirements merits consideration. It is questionable whether any added value accrues from the SDU’s involvement in the area of technical type training. The allocation of separate budgets to Divisions for technical training courses would also alleviate some of the administrative burden on the already overstretched staff resources in the SDU.  Obviously, such a decision has implications for Finance Unit and so consultation would be required.

SDU’s experience of a limited type of devolution of a training budget has worked well to date in so far as it operated in the GSI in 2004.  In that instance, GSI submitted an estimate of their total annual training costs to the SDU for approval in the first quarter of the year. Sanction was duly accorded by SDU on foot of which GSI proceeded to organise training courses itself for its staff.  Again, the continuation of such a scheme, or indeed the expansion of it to other Divisions, would involve consultation with Finance Unit.
2. Duplication of databases that are not integrated

The database system in SDU is not adequate to capture and provide statistical analysis. There are two separate databases, a database of individual training plan returns from PMDS and a database for training courses. These two databases are not integrated and this results in sub-optimisation and duplication of data. SDU requested an integrated system during the last twelve months, but the proposal has not been implemented to date. Hence, there is a high level of manual inputting of data that is very time consuming.

Recommendation

It is planned to raise the budget for training to up to 10% of total salary costs. This is a considerable investment that needs to be monitored. It is therefore crucial that an integrated system for PMDS training planning and other training planning is put in place to enable effective monitoring of the expenditure.
Managerial Response
SDU fully supports this recommendation. The increase in the training budget to 4% of payroll in 2003, 5% in 2004 and 7% in 2005 carries a growing administrative burden for SDU.  The lack of an integrated database is resulting in inefficient work practices in relation to inputting data and meeting reporting obligations and is highly unsatisfactory.  As noted above, SDU has already been in contact with ISD regarding progressing plans for an integrated database. The contact is ongoing. 

SDU understands that an integrated human resources and training management system, the Human Resources Management System (HRMS), is scheduled for introduction across Departments in 2005. This HR system links personnel records to training and as such has the capacity to meet some of SDU’s requirements once introduced.  SDU will organize a demonstration of this system early in 2005 with a view to identifying whether or not the system fulfils its requirements.  ISD have agreed to deal with any identified shortfalls if necessary. 

In the meantime and until HRMS is live, SDU is still trying to function effectively with 2 separate databases.  Discussions are still ongoing with ISD in relation to finding a solution to this problem in the interim.

3. No skills register

There is currently no skills register in the Department to identify particular expertise and abilities gained by staff through the Department’s training programme or through staff pursuit of educational qualifications. 

Recommendation 

It would be to the Department’s advantage to have a skills register in place to identify staff abilities. A skills register would allow staff with specific skills to be assigned to areas of the Department that require particular expertise. It would also help SDU to identify skill gaps and put in place course and programmes to fill these gaps efficiently.

Managerial Response
SDU concurs fully with this recommendation. It is hoped that this issue can be dealt with in the context of the new HRMS, which it is understood is coming on-stream in 2005.  Assignment is an issue for HR, and the new system will help address the issue of matching resources and skills to jobs.  From the training perspective, the skill gaps should be properly identified in any event through the PMDS process.  SDU makes every attempt to ensure that any training identified through the PMDS process is offered; whether or not the correct skill gaps are being targeted is a matter for the individual and the line manager concerned.  While SDU is open to improving ways of identifying and delivering on required training, the system will only work if jobholders and managers utilise it to its full potential. 

4. Non-attendance at courses
There are difficulties in assuring staff attendance on courses organised by the SDU. The unit is now keeping a record of non-attendance.

Recommendation 

IAU acknowledge the recent changes in procedures whereby Divisions whose staff do not attend pre-arranged courses will be charged for the costs of such courses unless they give SDU adequate notices to allow for substitution of staff attending the course.

Managerial Response 

The recent changes in procedure aimed at minimizing the adverse impact of avoidable non-attendance on pre-arranged training courses will come into effect from January 1, 2005. Over the coming months SDU will be reviewing the new procedure on an on-going basis to assess whether it is effectively addressing the issue of non-attendance with a view to adapting or revising it if deemed necessary.
5. Non-compliance with PMDS and low levels of training in some Divisions
      

As part of the Performance Management Development System each staff member returns a “Personal Training and Development Plan” listing their training needs for the year ahead. During the course of the audit we examined the rates of return from divisions across the Department to examine the level of compliance with the PMDS strategy of the Department. We also examined the level of expenditure on training within Divisions as a percentage of the salary cost in that Division. The following findings were apparent:

a. The PMDS training application forms are not being completed by a significant number of staff. During the audit (September/November 2004) it is estimated by SDU that training forms for 77% of staff had been returned for 2004, therefore returns of 23% where not returned and Offices did not return any training plans. 

See Appendix 2 for a table analysing training and PMDS data

6. Other Issues
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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 – Table of training plan and PMDS data 
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