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Pat Smyth

From: Tomas Chambers

Sent: 24 May 2010 15:43

To: Pat Smyth

Subject: FW: 2009 Spot Check Reports

Pat,

See below as discussed.
Regards
T

Tomas Chambers {01)6782400

Head of the Internal Audit Unit

Department of Communications Energy and Natural Resources
Elm House

Earlsvale Road,

Cavan

From: Tomas Chambers

Sent: 07 January 2010 11:45

To: Brian Carroll .T- Corporate Finance
Subject: RE: 2009 Spot Check Reports

Brian,
A procurement policy unit (PPU) within the Department provides advice and guidance to line divisions on
procurement matters; it also disseminates any updates on procurement guidelines or policy.

Some members of the PPU have completed the IPA's certificate in Procurement, the Introduction to
Procurement course run by the CSTDC is offered to all line Divisions.

Also | think the formation of the PAEG (Programme/Project Appraisal Group) within the Department is a
positive development on this front, this should lead to improved procurement planning and may resuit in
selection of the optimum method of procurement. | envisage that this group will examine in detail any
proposals for new programmes/projects and the proposed procurement methods if relevant. This group will in
turn report to the Management Committee.

Regards
Tomas

From: Brian Carroll .T- Corporate Finance
Sent: 05 January 2010 15:21

To: Tomas Chambers

Subject: FW: 2009 Spot Check Reports

Tomas

Sorry | did not have time to revert on original draft. Can you send me your ob.s on Stephanie’s comment?

Thanks
Brian

From: O'Donnell, Stephanie [mailto:Stephanie.O'Donnell@finance.gov.ie]
Sent: 05 January 2010 15:19

To: Brian Carroll .T- Corporate Finance

Subject: FW: 2009 Spot Check Reports
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Brian

it is not clear from this that procurment guidelines are specificaly addressed in the training inititiaves -
perhpsa you could clarify

Stephanie

From: Githooly, Cormac

Sent: 04 January 2010 09:51

To: Hearne, Edmond

Cc: O'Donnell, Stephanie; Finneran, Adrian
Subject: FW: 2009 Spot Check Reports

Copy D/CENR spot check report attached.

From: Tomas Chambers [mailto: Tomas.Chambers@dcenr.gov.ie]
Sent: 31 December 2009 16:42

To: Gilhooly, Cormac

Cc: Edward Barry

Subject: FW: 2009 Spot Check Reports

Cormac,

Further to your email below the first in the series, please find attached the 2008 Annual spot check
report for DCENR, it was originally prepared in March 2009 but was not submitted because we understood
that this report was to be submitted on a biannual basis. We hope to have the 2009 report ready for
submission in March 2010; | trust this is in order.

| apologise for the delay, if you have any queries do not hesitate to contact me.

Regards
Tomas

Tomas Chambers (01) 6782400

Head of Internal Audit

Department of Communications, Energy and Natural Resources.
Elm House,

Earlsvale road,

Cavan,

Co. Cavan

From: Brian Carroll .T- Corporate Financ
Sent: 17 December 2009 12:47

To: Tomas Chambers

Subject: RE: 2009 Spot Check Reports

Thanks Tomas
| will follow-up.

Brian

From: Tomas Chambers

Sent: 17 December 2009 12:28

To: Brian Carroll .T- Corporate Finance
Subject: RE: 2009 Spot Check Reports
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Brian,

The first email in the series below states that the 2009 capital spot check report was due at the end of
March, my understanding is that the 2008 report was due in March 2009 and was to form an appendix of the
annual Capital and NDP report for 2008. | understood that a decision was then make to make this report a
biannual report and hence the spot check report was not submitted.

Please see the attached draft which we need to discuss if an annual report is required, can you confirm with
D/Finance if the annual spot check report is an annual or Biannual report?

Thanks
Tomas

From: Brian Carroli .T- Corporate Finance
Sent: 17 December 2009 12:02

To: Tomas Chambers

Subject: FW: 2009 Spot Check Reports

Tomas
Have you an update on this?

Brian

From: O'Donnell, Stephanie [maitto:Stephanie.O'Donneli@finance.gov.ie]
Sent: 14 December 2009 12:29

To: Brian Carroll .T- Corporate Finance

Subject: FW: 2009 Spot Check Reports

Brian

Can | have an update

Stephanie

From: Gilhooly, Comac
Sent: 11 December 2009 17:39

To: Quigley, Dermot; Heffernan, Tom; Purtill, Patricia; Conlon, John; McGuckin, Grainne; O'Donnell, Stephanie; Hanlon, Deirdre; McLaughlin,
Marie; Ellison, Brendan

Cc:  Dormer, Eoin; Dunne, Alan; Hearne, Edmond; Hughes-Elders, Georgina; Lynch, Nelius
Subject: 2009 Spot Chack Reports

The 2009 capital spot-check reports were due in from Departments at end March. Most are still outstanding
(in one case, we've just received the 2008 report!). Where your Department(s) haven't yet submitted a spot-
check report could you please chase them to get them submitted by year-end.

Thanks

Cormac

Attention:

This e-mail is privileged and confidential. If you are not the intended recipient please delete the
message and notify the sender. Any views or opinions presented are solely those of the author.

This email was scanned by Sophos and has been certified virus free with the pattern file currently in
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use. This however cannot guarantee that it does not contain malicious content.

Tabhair aire:

T4 an r-phost seo faoi phribhléid agus faoi ran. Mura tusa an duine a bhi beartaithe leis an
teachtaireacht seo a fhail, scrios € le do thoil agus cuir an seoltoir ar an eolas. Is leis an ddar amhain
aon dearcai no tuairimi a Iéiritear.

Scanadh an r-phost seo le Sophos agus deimhniodh go raibh s¢ saor ¢ vioras leis an bpatranchomhad
atd in usaid faoi lathair. Ni féidir a rathu leis seo afach nach bhfuil abhar mailiseach ann.

Disclaimer:

This electronic message contains information (and may contain files), which may be privileged or confidential. The information
is intended to be for the sole use of the individual{s) or entity named above. If you are net the intended recipient be aware
that any disclosure, copying, distribution or use of the contents of this information and or files is prohibited. If you have
received this electronic message in error, please notify the sender immediately.

This is also to certify that this mail has been scannad for viruses.

Té eclas sa teachtaireacht eictregnach seo {agus b'fhéidir sa chombhaid ceangalite leis) a d'fhéadfadh bheith priobhaideach nd
faot rin, Is le h-aghaidh an duine/na ndacine nd la h-aghaidh an aonain atd ainmnithe thuas agus le haghaidh an duine/na
ndacine sin amhdin atd an t-eolas. Murab ionann tusa agus an té a bhfull an teachtaireacht ceaptha dé biodh a fhios agat nach
geeadaitear nochtadh, cdipedil, scaipeadh nod Gsaid an eolais agus/nd an chombhaid seo. Mas tri earrdid a fuair td an
teachtaireacht leictreonach seo cuir, més é do thoif &, an té ar sheol an teachtaireacht ar an eolas laithreach.

Deimshnfiear leis seo freisin ndr aimsiodh vireas sa phost seo tar &is a scanadh,

Attention:

This e-mail is privileged and confidential. If you are not the intended recipient please delete the
message and notify the sender. Any views or opinions presented are solely those of the author.

This email was scanned by Sophos and has been certified virus free with the pattern file currently in
use. This however cannot guarantee that it does not contain malicious content.

Tabhair aire:

T4 an r-phost seo faoi phribhléid agus faoi rin. Mura tusa an duine a bhi beartaithe leis an
teachtaireacht seo a fhail, scrios € le do thoil agus cuir an seoltdir ar an eolas. Is leis an udar amhdéin
aon dearcai n6 tuairimi a léiritear.

Scanadh an r-phost seo le Sophos agus deimhniodh go raibh sé saor ¢ vioras leis an bpatrinchomhad
ata in said faoi lathair. Ni féidir a rathi leis seo afach nach bhfuil abhar mailiseach ann.

Attention:

This e-mail is privileged and confidential. If you are not the intended recipient please delete the
message and notify the sender. Any views or opinions presented are solely those of the author.

This email was scanned by Sophos and has been certified virus free with the pattern file currently in
use. This however cannot guarantee that it does not contain malicious content.

Tabhair aire:

Ta an r-phost seo faoi phribhl¢id agus faoi ran. Mura tusa an duine a bhi beartaithe leis an
teachtaireacht seo a fhail, scrios € le do thoil agus cuir an seoltdir ar an eolas. Is leis an tidar amhain
aon dearcai no tuairimi a léiritear.

Scanadh an r-phost seo le Sophos agus deimhniodh go raibh sé saor ¢ vioras leis an bpatrinchomhad
atd in Us4id faoi lathair. Ni féidir a rathq leis seo afach nach bhfuil abhar mailiseach ann.




ICT Architecture for the free release of INSS, INFOMAR and GSl digital
Data

Geological Survey of Ireland

AUDIT REPORT

Audit Objectives

1. That the Guidelines for the Appraisal and Management of Capital
Expenditure Proposals in the Public Sector as published by the
Department of Finance are being adhered to.

Opinion
1. We are satisfied that the Guidelines for the Appraisal and Management

of Capital Expenditure Proposals in the Public Sector as published by

the Department of Finance are being adhered to. This represents a low
risk.




Audit of Inland Fisheries Subhead F1

AUDIT OBJECTIVES
1. Compliance with Department of Finance and EU public procurement
guidelines, adherence to the provisions of the Prompt Payment
Account Act 1997, and other relevant Department of Finance and EU
guidelinesfregulations, by both the division and the relevant agencies

AUDIT OPINION

1. We are partially satisfied that there is compliance with Department of
Finance and EU public procurement guidelines, provisions outlined in
the Prompt Payment Account Act 1997 and other relevant Department
of Finance and EU guidelines/regulations by the Division, CFB and
RFBs. This constitutes a medium risk.

Summary Findings

1. Some documents with regard to the appraisal and management of
the WRFB new headquarters project were not on file.

Findings & Recommendations

Compliance with Department of Finance & EU public
procurement guidelines

IAU undertook a site visit to the WRFB on Monday 20" July 2009 as part of
our verification checks. It was decided to audit the WRFB new headquarters
project. '

The WRFB undertook and completed a project to construct a new
headquarters in Galway. The new building was constructed on a site which
was already in the possession of the Board. The contract price budget of
€1 288 million was funded from 2 sources; €1.0million from DCENR and the
balance from the WRFB’s own resources. The fit out costs were also borne
by the Board’s own resources, these costs amounted to €412,000.

The tender process itself was carried out by Simon J. Kelly & Partners
Architects. They oversaw the process from publishing the tender on E-
Tenders website to evaluating and recommending the most preferred
contractor. Noel J. Farrell & Associates (Chartered Quantity Surveyors) acted
as Quantity Surveyors on the project and they assisted in the tender process.




The contract award price was €1.288million excluding additions and the term
of the contract was for 36 calendar weeks.

The project commenced on 25th September 2007 and was completed in
August 2008. The fit out commenced in August 2008 and the building was
ready for occupation by November 2008. The final cost of the project was
within the budget previously allocated.

While the Board’s project file did contain various documentation relating to
this project there were a number of documents which were not held by the
Board itself. The explanation for this is mainly due to the fact that the tender
process from start to finish was carried out by an external source Noei J.
Farrell & Associates, and therefore documentation relating to the tender
process would be held by that source. Oversight of the construction and
management of the project was also carried out by Noel J. Farrell &
Associates.

The WRFRB do hold some copies of the documentation relating to the actual
tender such as contract notice, advertisements in local papers, template for
Invitation to Tender and preliminary report on evaluation of tenders from Noel
J. Farrell which includes a breakdown of the placing of each of the 8 tenders.
The WRFB was in consultation with the project design team (i.e. Simon J.
Kelly & Partners, Noel J. Farrell & Associates, Kyne & Clyne Engineering
Consultant and Coyle Kennedy Consulting Engineer), on a regular basis
throughout the lifetime of the project. Updates on the project were provided
by all contractors and site meetings were heid regularly and were attended by
all relevant parties.

AU has a number of concerns regarding the appraisal and implementation of
this project. The following are the main concerns;

e No formal business case/appraisal on file outlining all options that were
considered including the “do nothing” approach. There is a copy of the
letter to DCENR dated 29" April 2004 from the CEO of WRFB outlining
the proposal to construct a new HQ for the Board. The letter briefly
outlines the grounds for the proposal, estimated cost and confirmation
that planning permission has already been granted. This on its own
could not be deemed as a “business case”. The WRFB advised at the
time of the site visit that there was a documented business case when
the project was initially instigated. This was a number of years ago and
it was during the tenure of the preceding CEO, the papers are not to
hand at this time. '

» No formal decision on file to show the Board’s decision to construct a
new HQ.

« Todate €94,303 has been paid to the architect of the project no
evidence of a competitive tender process was provided.

Recommendation




IAU acknowledges that overall the project was planned, impiemented,
managed well and the total cost was below the budget allocated, there are a
number of recommendations we would make for any future capital projects.
These are as follows;

s A documented appraisal/business case should be put together which
examines all options available to the Board concerning the project,
including the “do nothing” approach

e A documented record shouid be on file showing the minutes of the
meeting where a final decision on the project was reached.

s The project management team shouid be outlined and what their
responsibilities are.

» A documented formal decision if cutsourcing the project to an expert is
the preferred option. The Board should establish if other Boards would
be in a position to advise and assist in future capital projects. This
would mean a reduction in overall costs for the Board.

® Ali documents relating to the tendering process for the external
expertise should be on held on the project file

Management Response

Many of the recommendations refer to records kept by the Western Regional
Fisheries Board.

IFD agree the project was planned, implemented and managed well but that a
“paper trail” outlining all decisions, options available and project management
teams should be kept on file. IFD will contact WRFB in this regard. However,
it should be remembered that this project started as long as six years ago in
2003. Cognisance of the need for an audit trail is something that has grown
since that time.

Going forward, IFD are happy to implement the recommendations highlighted
by AU in all future major capital projects.

AU’ s comment on Manayonoos Rosponss

Management responses accepted




Managed Services Entity
Phase Il Metropolitan Area Networks

(Procurement process)
Audit Objectives

1. That the appraisal process as stipulated in Department of Finance Capital
Appraisal Guidelines and Guidelines for the Provision of Infrastructure and
Capital Investments through Public Private Partnerships has been adhered to.

Audit Opinion

1. We are partially satisfied that the appraisal process as stipulated in Department
of Finance Capital Appraisal Guidelines and Guidelines for the Provision of
Infrastructure and Capital investments through Public Private Partnerships has
been adhered to. This represents a medium risk.

Main Findings
1, No forma! appraisal process conducted.

FINDINGS AND RECOMMENDATIONS
Medium Risk

1. Appraisal process

The Department of Finance Guidelines for the Appraisal and Management of Capital
Expenditure Proposals in the Public Sector provide that the option of procuring a
project by PPP for projects costing over €20 million should be considered as part of
an overall project appraisal. in general all projects should be appraised, with the
overall value of the project being the driver for the extent and nature of the appraisal
project.

Internal Audit note that a report containing a review of the economic issues was
conducted by Analysys (11" September 2006) on behalf of the Department. This
report provided an overview of the economic and commercial issues likely to be
encountered in delivering MANs |l and Hl. In its conclusion the report recommended
that it would be “in Ireland’s best interest if E-Net were to operate Phases [l and ",
in Internal Audits view, this document is not seen as a sufficient appraisal of a project
of the value of MSE I, and consideration should have been given to further
expanding on this analysis, (including possibly a post project review of Phase |) to
determine whether to procure the MSE for the Phase Il MANs, guided by the process
used for Phase | was still the best option. Note: a subsequent Value for Money
assessment on the tender process identified 4 possible options for the consideration
of the Steering Committee.

Conducting a preliminary appraisal and or detailed appraisal provides the sponsoring |
agency with the following key data




a. Clearly defines the needs (or continuing needs) the project should meet and
its objectives

Lists the options/schemes available

Lists the constraints.

Helps quantify the costs and risks .

Analyses the main options, i.e. value and quantify the costs and benefits of
each item,

Helps identify risks associate with each option.

Decision on the preferred option.

Recommendation on the preferred option and the reasons for its choice.
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While acknowledging that there exists a memo to government dating back to 2002
relating to the MANSs, it was not evidenced to Internal Audit that a formal documented
full appraisal process was conducted in advance of conducting the procurement
phase of this project.

In addition, there appeared to be some lack of clarity around the whether the actual
procurement was to be conducted as a formal Public Private Partnership. Documents
examined by Internal Audit (NDFA letter of engagement 11/06/2007, Commission
decision State Aid No 284/2005) seemed to indicate that the PPP option was being
exercised. However Internal Audit has been informed by management that MSE | -
was not a PPP but rather the procurement process used some of the PPP principles.

Recommendation

General
A formally documented appraisal, subject to the requisite sign-off at the appropriate
level should always be conducted.

In this instance, the level of expenditure requires a Multi Criteria Analysis (MCA) to
be conducted. In constructing a multi criteria analysis scorecard and determining the
weightings to be given to the criteria, the aim should be to achieve an objective
appraisal of all the project options available (including the do nothing option) and
provide for consistency and transparency in the decision making process.

Availing of the opportunity to carry out a formal process should also provide a
mechanism for adequately assessing the risks to the project.

Specific

That the decision making process that led to the decision to procure the MSE Il as
the preferred option and the decision to use key elements of the PPP process should
be documented and evidenced on the project file.

While recognising that the use of the PPP process was voluntary, in the interests of
clarity, those key elements of the process that were to be used should have been
identified and documented up-front. Any decision not to use any key element should
also be noted.

In alt future projects, adequate consideration should be given to conducting an
appropriate appraisal process in line with the value of the expenditure and governing
guidelines outlined above. In addition the use of any project management
methodologies and or acknowledged protocols or processes should be clearly
identified on the project file.

Management Response




This project was a further enhancement to MSE Phase |. Analysys as economic
adviser to the project undertook this for Phase .

While it would be correct to say in the narrow sense that no such decision is formally
recorded in the Steering Committee minutes, this Steering Committee approved all
the legal documentation throughout the process which was structured as a PPP.

1AL commeaent D0 Minaaente © S ERTEG

Best practice in this area would indicate that any formal documented appraisal even
of previous phases, should have been subject to the requisite sign-off in the context
of this phase




Silvermines Rehabilitation Programme

AUDIT OBJECTIVES

1. That the appraisal process as stipulated in Department of Finance
Capital Appraisal Guidelines and Guidelines for the Engagement of
Consultants and Other External Support by the Civil Service has been
adhered to. '

AUDIT OPINION

1. We are partially satisfied that the appraisal process as stipulated in
Department of Finance Capital Appraisal Guidelines and Guidelines for the
Engagement of Consultants and Other External Support by the Civil Service
has been adhered to. This represents a medium risk.

Summary Findings

5. Cost of the project could be estimated more accurately by improved
definition of the scope at an early stage.

Findings & Recommendations

MEDIUM RISK

5. Costs of project.

While IAU acknowledges that final costs will not be certain until the conditions
attaching to waste license are published by the Environmental Protection
Agency (EPA) in 2010, the projected cost have more than doubled from the
initial estimate of €10.6m (government decision 2005) to the current estimate
of €24m. A major factor in the cost increase is the proposed dept of covering
to be placed over the tailings (mining waste). This was specified at 150mm in
the conceptual design, 500mm in a further detailed design and indications are
that it will be reduced below that figure in the current design. IAU would be of
the view that this aspect should have been agreed in consultation with the
Independent technical advisor at the earliest possible opportunity to get a
more accurate estimate on cost. |AU would agree with the division's assertion




that this project is not suited to an annual budget approach and would support
it application for multi annual funding to achieve economies of scale and for
technical reasons.

Recommendaton

The maijor factors in the design specification that effect the cost of the project
should be agreed at the earliest possible opportunity to get accurate
estimated costs. A multi annual capital allocation should be agreed to ensure
the efficient and effective management of the project. -

-

Management Response
The scenario as set out above seems to confuse several issues.

Firstly, the estimated figure of €10.6m in 2005 was based on the conceptual
study. It must again be emphasised that the conceptual study is not the
project plan. As the title would clearly indicate, the conceptual study sets out
the general outlines that should be followed but it does not purport to be more
than a.scoping study as to how the project might be approached. Thus the
cost estimate of €10.8m was an outline estimate only (a “guesstimate”) and
the 2005 Memorandum clearly explained that the Department would revert to
Government once detailed project plans had been drawn up based on in-
depth site investigations on which more firm estimates of cost could be based.
These were not available until late-November 2007 and amounted to €24m.
However at that stage the detailed designs for the Garryard facility had not
been finalised (and of course could not be until the EPA conditions were
known) so this figure was still an estimate. Nevertheless it was necessary 10
go back to Government to appraise it of the likely costs as was mandated in
the 2005 Decision, and so this figure was used in the second Memo for
Government that went forward in 2008, although with the clearly-explained
proviso that it was still not a definite figure. It is not correct to refer to a “cost
increase” in this particular context since it was always clear that the figure of
€10.6m was no more than a {very) provisional estimate that would be updated
as soon as the detailed studies had been done. The true figure is of course in
the region of €22 - €24m and this figure would have been used in 2005 had it
been available then.

This is a unique project, the first of its kind in lreland, and it contains many
unknown factors which could only be assessed in detail by in-depth site
investigations following the appointment of the consultants e.g. the precise
nature and toxicity of the wastes; the composition of the site structures and
their stability etc. In most respects it cannot be compared to a standard
building or civil engineering project where the designs can be undertaken and
quantities and costs can be estimated with a good degree of accuracy based
on well-known parameters. '

Secondly, the comments on the depth of cover on the Gortmore site in | ;
relation to the overall estimated cost of the project are not accurate. The |
figure of 150mm as given on the conceptual study was increased to 500mm
on the basis of the more detailed examinations of the actual conditions




existing there.

However, even this more detailed study was always subject to adjustment in
the light of the realities as discovered on the ground. In particular, the novel
nature of the project also dictated that the actual experience gained and the
conditions revealed as the works proceeded could lead to variations, and this
is what has in fact occurred at the Gortmore site where it has been found that
different depths of cover are suitable at different locations. Obviously this is
provided for by use of Bills of Quantities, as is normal procedure in
construction contracts. Therefore before the two Gortmore contracts started
the costs were known with a good degree of finality and any necessary
variations arising from unforeseen events could be measured and costed at
the agreed rates (this has happened on the phase 2 contract). It should be
emphasised also that current conditions in the construction industry have lead
to very favourable prices being obtained for the phase 1 and 2 contracts and
this is detailed in the consuitants' reports on tenders on the relevant file. But
variations in the depth of top cover for the Gortmore site are not in fact a
major element in the overall cost of the project. The Garryard site will be the
most costly and detailed element.

SRK Consultants have produced further estimated final costs and these are
for a more simplified approach than the earlier Golders’ designs. They have
been given provisional approval by the Inter-Agency Group (meeting of 29"
June 2009} and are currently awaiting submission to the EPA for their formai
approval for the granting of a waste licence. The EPA approval and detailed
conditions will not be known until mid-2010 and so the current SRK estimates
are still provisional pending notification of the conditions. EMD is preparing a
further Memo to Government seeking approval to a multi-annual funding
approach. This Memo will emphasise the “all or nothing” nature of the
remainder of the project i.e. it will take 2-3 years during which funding must be
made available since it is not possible to halt it once work has actually started.
SRK have also been instructed to draw up a scenario whereby the project can
safely be brought to a “wait” stage if funding cannot be committed by
Government.

IAU’s comment on Management response

In the 2008 memo to government the following was listed as one of the factors
that influenced the increased cost “the original conceptual plans proposed that
the Tailings cover should comprise 76mm of limestone chippings overlain by
75mm of soil/growing medium, whereas the final design consists of 300mm
limestone chipping, 200mm of soil/growing medium and geotextile layers;”
while again acknowledging the unique nature of this project in Ireland and the
passage of time since the conceptual plans were drawn up, best practice
would indicate that a detail such as this should have been finalised earlier with
the EPA if necessary and any design produced by consultants should have
been assessed against the EPA's minimum acceptable standard.




Prbject Governance of the
Hydrographicheophysical Survey Launch

Audit Objectives

That the Guidelines for the Appraisal and Management of Capital Expenditure
Proposals in the Public Sector as published by the Department of Finance are
being adhered to.

Audit Opinion
1 We are partiaily satisfiza that the Guidelines for the Appraisal and
Management of Capital Expenditure Proposals in the Public Sector as
published by the Department of Finance are being adhered to.
This reprasents a medin: 1isk :

Main Findings

1. An adequately detailed analysis of cost was not evidenced in the business case
provided.

s Al REGOM BAERIIA TV
Business case

The Department of Finance, Guidelines for the Appraisal and Management Capital
Expenditure Proposals in the Public Sector, projects costing between €0.5 million
and €5 million should be subject to a single appraisal incorporating elements of a
preliminary and detailed appraisal.

A business case incorporating elements of the appraisal process was developed for
the project, however internal Audit note the following items in respect of this
document:

A. An adequately detailed analysis of cost was not evidenced in the business case
provided. The executive summary (page 4) provided an overview that indicated an
initial cost of €1 million plus VAT for the preferred solution. In addition the Projects
Outputs and Business Outcomes Section of the Business case claims “that the
project is expected to repay itself, in full over a five year horizon and will continue to
yield savings and benefits thereafter

it was not evident to Internal Audit how the €1 million figure was derived and whether
the cost quantification covers the on-going capital cost and life cycle costs relating to
the operation and maintenance of the project and whether any provision was made
faor the depreciation costs of the vessel.

B. Although the business case provides that the Director GSl is the business owner
and sponsor, and is required to sign off on all aspects of the project, Internal Audit
did not note specific authorisation and or communication on the file to proceed with
the preferred option.

C. The Business case presented was dated as 1% Oct 2006, with a status of "draft’
and a version no. 0.01. As the Invitation to tender was published on the eTenders




website on the 4th Oct 2006 (normally there is a one day time lag from entering a
tender and actual publication), Internal Audit would be concerned at the speed which
the project moved from conception, appraisal, business case and decision to go to
tender.

Recommendation

a. Internal Audit are of the opinion that the business case would have benefted
from the inclusion of the relevant detailed analysis of the financial costs to
support the estimated project costs. _

b A formal decision to proceed with the project should be evidenced on the file.

¢. In line with best practice, consideration should be given in the planning of all
future projects, to allow appropriate timelines, adequate to address project
objectives.

Management Response

As regards business case. The Launch is costing €1m plus VAT. Presently, the
INFOMAR project pays c. €14,000 daily rate for the hire of in-shore vessels to do the
work that the Launch will do once it is commissioned. It has been calculated that
INFOMAR can run the new Launch at an average daily rate of €5,000 - €7,000
depending on the type of work it is doing. If we take the largest estimate of daily cost,
then the saving per day of operation of the Launch by ourselves as against a hired
vessel is €7,000 per day. If the Launch works for 150 days of the possible 250 days
in any year, then the initial cost of the vessel would have been saved i.e. €7,000 x
150 = €1,050,000, after only 1 year. Even if we apply the most conservative asset
depreciation to the Launch, the launch will stili continue to yield savings as against
the only other alternative of hiring a vessel at twice the cost.

IAU Comment on Management response

AU have recommended the formation of a programme/project appraisal and
evaluation group within DCENR, this group would provide a key cantrol and oversight
role regarding programme/project appraisal and would ensure that appraisals/
business cases are documented and are of a required standard.

The decision to proceed with the project is not recorded in the minutes of the
September monthly Finance meeting. For future projects the decision to proceed
should be recorded in the project file.




NATIONAL DIGITAL RESEARCH CENTRE

Audit Objectives

1. That the appraisal process, as stipulated in Department of Finance Capital
Appraisal Guidelines and Guidelines for the Engagement of Consultants and
Other External Support by the Civil Service, has been adhered to.

Audit Opinion

1. We are not satisfied that the appraisal process, as stipulated in Department of
Finance Capital Appraisal Guidelines and Guidelines for the Engagement of
Consultants and Other External Support by the Civil Service, has been adhered
to. This represents a high risk.

Main Findings

1. The appraisal process engaged in was conducted at a very high level, consisting
of dialogue with a number of Government Departments, third level institutions,
industry representatives and funding agencies in order to gauge the level of
interest in the project. The output of this dialogue was a Consuitation Paper
which had an indicative scope and scale of operations of €3 - €5 million per
annum for five years.

AUDIT REPORT
FINDINGS AND RECOMMENDATIONS

High Risk
1. Scale of Appraisal

The Guidelines for the Appraisal and Management of Capital Expenditure Proposals
in the Public Sector, as issued by the Department of Finance in February 2005 (ref
1.7), provide that, at a minimum, projects with a value of between €5 million and €50
million should be subject to a Cost Benefit Analysis (CBA).. Specifically, a CBA is
deemed appropriate for innovative projects, involving complex or specialised issues
or untried technologies.

While recognising that the NDRC was the subject of a consuitation paper
(02/03/2005) and a subsequent Memo to Government (30/05/2006), the latter was
only submitted post the tender process, seeking approval to be given for the
appointment of the successful consortium. Internal Audit is of the opinion that a CBA
should have been conducted in advance of the tender process. This would have
assisted in

a. Defining the needs the project should meet

b. List and analyse the options available, including if appropriate, the "do

nothing” option
¢. identify and explore the constraints
d. Provide greater detail in respect of cost quantification

Internal Audit notes that the Consultation Paper had an indicative scope and scale of
operations of €3 - €5 million per annum for five years whereas the Memo to
Government scught approval for funding of €5 million per annum, which was at the
upper end of the original indicative figures. With one exception, all of the expressions




of interest submitted were based on the higher figure which seems to have been
treated as a benchmark figure. In the interests of value for money, the budget for this
project should have been more clearly defined. €15m to €25m is a very wide scale
and this may have been overcome with a more detailed appraisal process.

Internal Audit recognises that there may be a view that the NDRC in itself may not be
viewed as a project, but rather a programme under which individual projects will be
executed. In these circumstances, Internal Audit is of the view that an ex ante
evaluation should have been conducted as part of a comprehensive appraisal
process commensurate with the anticipated cost and degree of complexity of the
issues likely to be involved.

Recommendation

Consideration be given by senior management as to whether the NDRC should be
considered in the context of a programmefproject and whether an ex ante
evaluation/CBA should be conducted retrospectively.

Management Regpoivn

At a macro level the division accept that a detailed appraisal / CBA should have been
considered however translational research is a complex business and it may have
been difficult to define the components of the budget at the stage of the Memo for
Gowt. The best assurance of value for money is in the evaluation process used by the
NDRC for approving projects for funding, which was a key aspect in selecting the LIP
projects.

lau’s Comment on Management responses
Noted, a consideration of available appraisal models may have resulted in the
use of a suitable model.




DIGITAL HUB DEVELOPMENT AGENCY

Audit Objectives

That Capital Appraisal Guidelines are being applied.

Opinion

We are satisfied that capital appraisal guidelines are being applied. This
represents a low risk.

FINDINGS AND RECOMMENDATIONS




Post Project Review

Prepared By: Amanda Mooney Date: 3" April 2009
Senior Responsible Owner: Gregory forde
Project Manager: Gregory Forde Project Dates: 2007 — 2008

Scope of the Project

- The project consisted of the construction of a new headquarters for the Western Regional Fisheries

Board. The contract price budget of €1.288million was funded from two sources; €1.0million from
the Department of Communications, Energy and Natural Resources and €0.288million from the
Western Regional Fisheries Board’s own resources. The fit out costs were also borne by the Board's
own resources. These costs amounted to €412,000.

Timeline

The project commenced on the 25 September 2007 and completed in August 2008. The fit out
commenced in August 2008 and the building was ready for occupation by November 2008.

The site meetings throughout the construction ensured that all stages and deadlines were met and
aided planning of future developments. The site meetings were attended by the architect,
engineers, developer, CEO and relevant sub contractors as requested. The project was delivered
within the agreed timeframe.

Delays .
There was one delay experienced. This was due to an issue arising from the window suppliers but
the contractor completed the project within the agreed timeframe.

Cost Savings

The site was Board property hence there was no additional cost to locate and purchase a site for the
project. The Board sought vatue for money in all aspects of the construction and fit out and achieved
best price solutions. Tender advertisements were placed on the E-Tender website and in the
national newspapers.

There are other features of the building that will reduce costs and the carbon footprint of the
building into the future and these include:

a) Wood pellet boiler - energy saving and mare fuel efficient than oil/gas

b) Energy saving lighting — only in operation whilst movement in the area and timed to go off
after a certain length of time.

¢} Toilet design — reduces water waste in comparison to standard toilets.

d) Use of window design to decrease heat loss and light efficiency to reduce the use of artificial
lighting — this particularly the case in the Board Room as it encompasses 270 degree.

e) Recycling a predominant feature of the every- day office environment.




f) Cycle racks installed —with a view to introducing a cycle scheme, thus reducing
transportation costs for travel within the city.

Critical Success Factors
The following success factors have been identified:

a) Tender stage for Contractor — Noel Farrel! performed the tender aspect on be half of the
Board.

b) Site meetings at each stage of the construction were crucial in order to identify possible
issues or delays in the build.

¢) Good team involved — the architects, guantity surveyors and engineers ensured deadlines
were met and any issues were resolved swiftly with minimal delay.

d) Contractor meeting deadlines — the project could have been delayed if the contractor was
delayed by any sub-contractor. An example of this would be the delay in the installation of
the windows. This delay of eight weeks to rectify cill problems could've delayed the delivery
of the proje'ct. The contractor, however, managed to meet the agreed timeframe.

e) Budget - !f the budget had over run at the construction stage it would have put severe
financial strain on the Board’s own resaurces to complete the project. The actual contract
price of £€1.288million was in line with the budget set.

f}  Fit Out Costs — The importance of pre planning the fit out costs was crucial to achieving best
price and value for money. Tenders were received for IT equipment, Phone system,

Furniture, Alarm system and Fire equipment.
g) The successful suppliers ensured that the transition from Weir Lodge to Teach Breac was a
smooth one with only 2 hours of downtime experienced.
The Board achieved its abjectives in delivering a modern, energy efficient facility within budget and
the timeframe.

Improvements
There were numerous aspects of the construction that would have been desirable had the budget
allowed it. These included:

a) Anunderground car park — too high a cost for inclusion

b) A heat pump installation in the river - SAC so impossible to do.

c) A back up heating system to the wood pellet system

d) Greater budget from the Department of Communications, Energy and Natural Resources — if
additional funding had been granted it wouldn’t have put a strain on the Board’'s own
resources to finance the excess and fit-out.

Manpower _
There were a couple of areas that could have been improved had sufficient manpower and
experience allowed. These included:

a) The use of an in-house project manager to oversee each stage of the project from tendering
to construction. Due to a lack of experience, technical knowledge and manpower the Board
had to outsource the tendering stage of the process at a cost. This cost could be saved in
future projects due to the experience now gained. Once the specification required has been




drawn up by an architect and engineer, there could be a dedicated employee in-house to
deal with the tendering process from advertising to the awarding of the contract.

b} Anin-house project manger would also be bale to deal with each stage of the construction
including resolving issues surrounding delays therefore delivering the project ahead of
schedule.

¢} The project manager would ideally have technical expefience in managing other projects
and a.goad financial background for renegotiating contracts where delays arise to
implement cost savings on non-deliverables,

d) This resource wasn't available in the compliment of the staff, at the time of this project,
which would have reduced the amount of time the CEQ had to input in overseeing every
aspect, Thisis an area the Board can implement in other areas in the future.

Awards
The bhuilding has been the subject of a thesis for Colm Cantillon, architect with Simon J Kelly, and has
been submitted to the Royal Institute of Architects of Ireland, RiAl, for an award.
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