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AUDIT REPORT

Review of the Audit Report on 

Suspense Accounts

August 2003

Executive Summary

1.
INTRODUCTION

This report reviews the implementation of the recommendations of the Audit Report dated April 2002 and specifically the Suspense Accounts that were still outstanding at this time. The original audit report set out the results of an audit of the management and control systems applied by the Department of the Marine and Natural Resources to the assets and liabilities represented in the Suspense Accounts as shown in the Financial Management System at 31st December 2000. This audit report has since been reviewed in April 2002.

Measure Examined

The original audit examined the effectiveness of the management and control systems in place in preventing, detecting and correcting errors and irregularities.  On foot of the review audit, which was carried out in April 2002, 11 accounts were found to be slow moving accounts, 8 of theses accounts were Asset accounts while the other 3 accounts were liability accounts. We also looked at the Ship owners Account, Cleggan project account, the OPW account and the Petroleum Infrastructure Programme Fund. The scope of the audit was to specifically look at the implementation of the recommendations of the previous audit report on different accounts.    

Suspense Accounts

Suspense Accounts are opened by the Accounts Branch at the specific request of Divisions within the Department, for a variety of reasons but mainly due to the fact that a permanent subhead code has not been allocated to correctly record the required transaction. Therefore Suspense Accounts can be described as temporary accounts, which are used to record exceptional or unusual transactions that do not fit within the normal account structure. In theory Suspense Accounts should have a short life span and should be closed off on a regular basis or as soon as the liability that required the setting up of the account in the first place, has been met. However Divisions have a habit of rolling balances of Suspense Accounts over rather than correctly closing off the account. The implementation of Departmental policy that would force Divisions to close off Suspense Accounts on a regular basis or (if it is the case) to request that a proper Subhead code be allocated to the transaction in question, is the issue than needs to be dealt with.

2.    AUDIT METHODOLOGY & SCOPE

A) Audit Scope
This scope of this report was to re-examine the implementation of the recommendations of the previous audit report (April 2002) with specific regard to the Suspense Accounts that still had balances outstanding at that time. To consider whether excessive exchequer funds are tied up in these accounts, to examine the systems of control in relation to these accounts and to consider the time frame for clearing balances.

The overall scope of the review audit was to examine the effectiveness of the management and control systems in place in preventing, detecting and correcting errors and irregularities along with the implementation of the recommendations that were made in the previous Audit Report. 

Nature of Findings
In the course of our work a number of findings have come to light and have been documented in this report.  These were categorised in the original report by reference to the level of importance, which we believe should be attributed to each.

Audit Resources

Mr. Tom O’Brien, Executive Officer I.A.U carried out the audit review with assistance from Ms Anne-Marie McDonnell, Stagaire I.A.U under the supervision of Mr. Niall Kelly, Head of the Internal Audit Unit during July 2003.
3. OPINION

It is the opinion of the Internal Audit Unit of the Department of Communications, Marine and Natural Resources that the internal management controls in place within the Accounts Branch, on the implementation of the recommendations of the previous Audit Report, are efficient in relation to the processing and recording of all financial transactions to Suspense Accounts within the FMS.

Based on the review of the implementation of the recommendations set out in the original audit, the opinion is now as follows:

Audit Objective 1

We are satisfied that the figures shown in the Appropriation Account in relation to Suspense Accounts present a true and fair view of the assets and liabilities represented by such accounts.

Audit Objective 2

We are satisfied that there are adequate procedures to ensure that the value of the assets and liabilities shown in such accounts accurately reflect the true value of these assets and liabilities.

Audit Objective 3

We are not satisfied that there are adequate procedures to ensure that balances shown in Suspense Accounts are cleared within a reasonable time frame and that excessive funds are not held in such accounts.

Audit Objective 4

We are satisfied that the Accounts Branch has financial and accounting systems that ensure that income and expenditure is correctly recorded and properly allocated.

	Original Audit                                    Review of Audit
Satisfied:                                                  Satisfied:
                                                                  Objective One

                                                                  Objective Two


Objective Four                                        Objective Four

Partially Satisfied:                                  Partially Satisfied
Objective One 

Not Satisfied:                                           Not Satisfied:
Objective Two 

Objective Three                                     Objective Three




4. MAIN FINDINGS

As this is the first complete year of the amalgamation of the different units into the Department of Communications Marine & Natural Resources it is impossible to draw up any comparison/conclusions between the balances of the outstanding Suspense Accounts as at December 2002 and any of the previous years balances. However it is intended to look at all slow moving suspense accounts when the Appropriation Account for 2003 has been finalised.

Previous Suspense Account Balances:

Balance as at 31/12/2000

Assets: € 19,559,322.86 

Liabilities: € 9,210,609.06

Balance as at 31/12/2002

Assets: € 13,865,071.42

Liabilities: € 12,322,269.61
In respect of the Slow Moving Accounts, which were deemed a Control Weakness Category: A the following balances were the outstanding amounts at this time. Of these accounts eight were asset accounts and three represented liability accounts.

Name withheld from tables below on grounds of F.O.I Act 1997 – Section 28 personal information

· Asset Accounts

	Asset Accounts that showed no movement during the previous audit were as follows


	£
	€

	Woodland
	113,748
	144,430.17

	Tourism & Transport
	37,248
	47,295.20

	Ministerial Advisers
	24,579
	31,208.89

	Standing Imprests
	9,025
	11,459.39

	General Maintenance OPW
	2,000
	2,539.48

	Losses
	1,005
	1,276.09

	Deletion
	742
	942.15

	PAD Impersonal Suspense
	349
	443.14

	PAD Personal Suspense
	192
	243.79

	Total
	188,889
	239,838.29


	Balances on Slow Moving Asset Accounts as at July 2003

 
	€

	Woodland                                                
	0

	Tourism & Transport 
	47,294.98

	Ministerial Advisers 
	0

	Standing Imprests 
	10,189.65

	General Maintenance OPW 
	2,539.48

	Losses                                                  
	5,263.00

	Deletion 
	942.65

	PAD Impersonal Suspense 
	0

	PAD Personal Suspense 
	382.81



	Total
	66,612.57


Previous Recommendation

· Management should examine each of these slow moving accounts in detail to consider whether in the case of the Asset Accounts there is any likelihood that this money is collectable within a reasonable time frame.
· Liability Accounts

Liability Accounts that showed no movement during the previous

Audit were as follows:

	
	           £

	Forestry Innovatory Programme 
	93,491

	Minerals Compensation 
	54,637

	PAD Tender Deposits 
	3,847

	TOTAL OUTSTANDING
	151,974


Balances on Liability Slow Moving Accounts as at July 2003

	
	           €

	Forestry Innovatory Programme 
	0

	Minerals Compensation 
	0

	PAD Tender Deposits 
	0

	TOTAL OUTSTANDING
	0


Previous Recommendation

In the case of liability accounts Management should consider why this money has not been spent and whether it can be re-allocated to other projects. Line division should be asked at the end of each accounting period to justify the continued existence of liability suspense accounts. 

A procedure should be set out for future years whereby slow moving accounts are examined at least on a yearly basis before the Appropriation Account is finalised, so that the Appropriation Account gives a “true and fair view” of the value of the assets and liabilities.

	Review of the Implementation of Audit Recommendations:

The reduction in the over all total outstanding from £189k to £66,612 in the slow moving asset accounts and the transfer to A in A of the 3 Liability accounts, which had previously seen no movement at all, gives a very positive indication that Accounts Branch in conjunction with the relevant Divisions have made significant progress in closing off the outstanding Suspense Accounts. The Accounts Division reviews Suspense Accounts regularly while Divisions that request that Suspense Accounts are opened are reminded that it is their function to authorise the closure of such accounts.


Findings & Recommendations


ODTR Account/ COMMREG: Control Weakness Category A

Functions relating to the issue of ships licenses and certificates of competency for marine radio were transferred from the Minister of Transport, Energy and Communications (D/TEC) to the ODTR under the Telecommunications (Miscellaneous Provisions) Act 1996. The Marine Radio Survey Office (MRSO) carries out the bulk of the work relating to these functions on behalf of the ODTR. In December 1995 an agreement between D/TEC and the Department of the Marine provided that D/TEC would meet from 1995 onwards 50% of the salary and 50% of the Travel and Subsistence costs of the MRSO. That agreement continued following the transfer of the responsibilities to the ODTR and fees collected by the MRSO were and continue to be lodged to the ODTR bank account. The financing mechanism involves the maintenance of a suspense account to which 50% of the MRSO’s salary and relevant T&S costs are charged. The Finance Division administered the Travel & Subsistence claims while the salary costs were attributed to the HR Division. In the normal course the account would be cleared on receipt of reimbursement from the ODTR. In and around April 1998 the ODTR wrote to the Department and stated that as receipts did not match fees collected that they would no longer be in a position financially to reimburse the Department as per the original agreement, despite the fact that the Department has continued to lodge fees collected by the MRSO to the ODTR account. The C&AG had drawn attention to the outstanding balance on the account as it stood in September 2001.

Despite numerous letters to the ODTR requesting payment of the outstanding figure the Department is still awaiting payment in an attempt to clear/close the suspense account. The matter has also been brought to the attention of senior management within the Department however it appears that no resolution to the matter has yet been found as the suspense account remains open and the outstanding balance continues to grow.    

It should be noted that although the ODTR now acting under the umbrella of COMMREG (agency now linked to this Department), they still maintain that due to financial constraints they are unable to reimburse the costs to the Department, they still are able to declare surplus of circa €20million per annum. As a consequence of the non-recoupment of finances due from ODTR the amount of the suspense account is increasing steadily with no sign of the issue being resolved in the short term. 

The outstanding balance on the account currently stands at over €301,000

	It is recommended by the Internal Audit Unit in an attempt to try and bring this issue to a satisfactory conclusion that either:

· The service provided by the MRSO to the ODTR is revoked until the outstanding balance in the suspense account has been reimbursed from the ODTR,

· That examination fees collected by the MRSO on behalf of the ODTR are not transferred to the ODTR bank account and are utilised to reduce the outstanding balance of the suspense account 

· That legal proceeding is initiated against the ODTR to recoup the sum of the outstanding suspense account.




Ship Owners Account: Control Weakness Category B
This represents deposits and advance payments, paid by ship owners to the Marine Survey Office (MSO) in relation to ship surveys undertaken by the Department. Due to the considerable time delays that occur in finalising the exact charges for survey work for a job it has been the practice to open a Suspense Account in relation to these payments until the final cost of the job is calculated and the payment of the outstanding charge against the cost of the survey work is invoiced and received.

Previous Recommendation

There is no reason why this facility should be administered by Accounts Branch or recorded in the Suspense Account. Internal Audit considers that it is inappropriate to demand advances for such work. Instead of seeking advances it would be more equitable and simpler to invoice for services provided on an ongoing/monthly basis using a computerised invoicing and debtors system. Charge out rates should be reviewed on an ongoing basis but at least annually. Senior management of the relevant Division or Agency (i.e. not Accounts Branch) should review the charge-out rates. The rate should be set at a level, which recovers all costs associated with the survey work undertaken including overhead costs.

	  Previous Balance: £ 96,782.56
Balance now € 3,643.09 


	Review of the Implementation of Audit Recommendations:
Since Mr. Brian Hogan was appointed Chief Surveyor, there has been a significant change in the way which M.S.O. deal with collection of outstanding balances for survey works carried out by surveyors. Previously there was no urgency in processing invoices for works completed to clients. However there is now more emphasis and urgency placed on completing the job and invoicing the customer for the outstanding balance due. This change, to a more professional service and hence more efficient processing of invoices has had a positive/direct effect on the reduction of the outstanding balance that can be attributed to the Shipowners Suspense Account. It is anticipated that if/when the Marine Survey Office and the Mercantile Marine Office become part of the Marine Directorate that the onus of administrating this account will transfer from the Accounts Branch to the relevant authority. An increase in the rates for survey works requires Ministerial approval. No increase in charges has been implemented as of yet but is due.


Findings & Recommendations

PIP Fund

The PIP Fund is a research fund administered by the Department whereby 16 different groups contribute £12,500 annually to a research fund into Petroleum Infrastructure. This fund is to be set up as an account on the FMS in the near future and as such will no longer appear as a Suspense Account.

	Review of the Implementation of Audit Recommendations:

Previously this fund was administered through a Suspense Account however this fund has now been allocated a permanent subhead code under the H1. Petroleum Services (01/H01/0002) and is no longer included as a Suspense Account. Payments from this account made in the form of grants to companies for research works/training/research equipment etc. This account is administered directly through the through the Petroleum Affairs Division.

Balance of Subhead (01/H01/0002) as at 26/June 2003 = €982,982.53




Findings & Recommendations

Cleggan 

This is a Departmental asset account/project account. It represents the value of funds set aside to conduct development works on Cleggan pier in County Galway. 

Previous Audit Recommendation

Accounts branch to clarify the breakdown of the £13.015.94 posted to this account in 2000.

	Review of the Implementation of Audit Recommendations:

In common with most engineering projects the costs are shared 75/25 between the Department and the Local Authority. The Department discharges all costs (labour, travel, materials, plant hire etc.) but 25% of the total is posted to the Local Authority Suspense Account, therefore the £13,015.94 is Local Authority expenditure of the Cleggan Development during December ’00.  As was previously acknowledged this is a very unsatisfactory situation as a true reflection of the cost of the project works are therefore never provided. The Departments Appropriation Account shows 75% of the costs with remaining the 25% attributed to the Local Authority and as such posted a Suspense Account. No real progress has been reported on this issue in respect of closing the Suspense Account. The issue of giving this account a proper subhead code must be addressed in the context of the Management Information Framework.

	Previous Balance was £64,384.94      New Balance  €1,014.53               


Findings & Recommendations

Marine Institute

Management to clarify why the balance shown against the Marine Institute is a liability given that this relates to Department staff on secondment with the Marine Institute, should this not be an asset?

Management Response

Tax and PRSI collected from salaried staff in December had not been paid over by 31st December 2000. Therefore the amount in question is shown as a liability at year-end.

ACTION TAKEN

	The Tax and PRSI liabilities that were previously outstanding   by the Department in respect of Departmental staff on secondment to the Marine Institute have now being met and as such this liability account has been closed.


Findings & Recommendations

OPW

The OPW has three separate suspense accounts, which between them had previously showed an outstanding balance of £164,000. These accounts have been set up for (1) General Maintenance, this figure relates to an advance payment made to the OPW in lieu of day-to-day maintenance works within the Department (€ 2,539.48). The OPW had previously refused to carry out this work unless this advance was paid upfront. The Core Store/ Warehouse figure relates to the upkeep/maintenance of a store in the Sandyford Industrial Estate for the Petroleum Affairs Division and a Warehouse which the Department previously had in Abbotstown for storage of equipment belonging to the Fisheries Research Center (€ 18,665.94) and the OPW Project account relates to works which re being carried out in relation to the upgrading of housing belonging to the Coastguard.

Previous Audit Recommendation 

In the previous audit the 2 main issues that came to light in relation to this account was that 

· OPW are extremely slow in producing statements of costs

· Line Divisions, which authorise the payments of imprests, are too slow in clearing the final certified expenditure to Accounts for transfer of charge to the Vote. In an efficient operation OPW would issue a monthly statement of expenditure in respect of each project and the line division would clear this quickly so that the imprest account could be charged on a monthly basis. In light of these points it was recommended that a meeting be arranged with the Office of Public Works in an attempt to justify the costs and try and resolve the issue.

	A meeting with the Office of Public Works to resolve these issues never took place.  Deletion PAD, wrote to the OPW on behalf of the Department and requested a refund €10,653.30 with regard to an overpayment made by this Department in respect of alterations to the Core Store in Sandyford so that the Suspense account (that had been opened to deal with the works) could be closed. This was refused by the OPW on the grounds that the Department owed them money on another account to the value of €29,811.23. Deletion, Accounts Branch requested a breakdown of this figure from the OPW in November 2002. To date there has been no resolution of this issue from the Departments point of view and the balance of this suspense account has now increased to €18,665.94. The Department must check out if as indicated by correspondence from Accounts Branch that this figure does not include the cost of a warehouse which the Department previously paid for in respect of the Fisheries Research Centre in Abbotstown. The FRC is now under the umbrella of the Marine Institute and as such the Marine Institute should be looking after the day-to-day costs rather than they be charged to this Department.

Follow on Action required

The Department must 

· Request a breakdown of the figure, which the OPW has indicated, is owed by the Department.  This must be done to establish exactly what costs we, as a Department are liable for and to clarify that we are not charged for Marine Institute items, which are no longer under our remit.

· When these costings have been received and accepted by the Department a meeting must be arranged with the Property Maintenance Division of the OPW in an attempt to resolve this long-standing impasse, so that the refund can be seen to be attributed to whatever outstanding accounts the Department has.

· Agree with the OPW that the refund has now been completed and hence organise to close the outstanding Suspense Account.

  


Review of the Implementation of Audit Recommendations 

Names withheld from table below F.O.I Act 1997 – Section 28 - personal information
Update on Accounts

Woodland

An advance was issued to Woodland (a Forestry Company) on the direction of Forest Service to cover maintenance grants falling due for payment. As the suspense can only be reduced by offsetting maintenance grants, progress in reducing this balance was directly related to the workings of the Forest Service. The balance on this account is now nil and as such has been closed off. 

Tourism and Transport

This account is a legacy, which has seen no movement. This account arose from a staff sharing arrangement between this Department and the old Department of Tourism and Transport. Personnel are in disagreement with the other Department regarding the amount to be recovered. To date no progress has been made to the reduction of the outstanding balance on this account.

Recommendation:

There appears little chance of recovering any of this outstanding balance and as such this Department should seek sanction from the Department of Finance to close off this account permanently. 

Ministerial Advisors

This suspense account was opened when the Minister for the Marine was also given the Defence portfolio and as such was Minister for Defence & Marine. As this was the case the costs of certain support staff to the Minister were supposed to be shared between both Departments. Unfortunately the recoupments of costs from the Department of Defence were not sought in time. The Human Resources Division followed up this issue with the Department of Finance and as a consequence oral sanction was sought and eventually obtained, to close off the account permanently. 

Redundancy

Sanction was sought by the Human Resources Division to close this account off. Sanction was received from the Department of Finance to close this account in March 2003.

Standing Imprests

These imprests were issued by Department of Agriculture to Forestry Inspectors in lieu of monthly travel imprests. This suspense account was inherited in 1998 when Forestry Inspectors became part of this Department. These sums are repayable on retirement as the sum of the original imprest is deducted from the retirement cheque. Since the transfer of the Forestry function at the start of 1998 only a couple of imprest holders have retired and the imprest amounts were recovered. The suspense account will not be cleared ultimately until all the Forestry Inspectors who transferred over from the Department of Agriculture retire. The Suspense account has reduced by over €600 since April 2002.

General Maintenance OPW

OPW demanded £2,000, some years ago as an advance payment in lieu of General Maintenance works, which were to be carried out within the Department. This figure has not changed since and as such it is treated as a standing imprest. Maintenance bills from the OPW are processed in arrears in the usual way. 

Losses

This suspense account was opened and used to make a lodgement at Court in a personal injury compensation claim against the Department. A sum of money was lodged to this account, the amount being the sum, which the Department is prepared to offer as a compensation offer to the individual who is taking the claim. The Suspense Accounts cannot be cleared until a verdict of some sort is reached. The balance of this account is presently €5,263.

Paragraph below has had name withheld F.O.I Act 1997 – Section 28

personal information 

Deletion
This was a suspense account set up as a consequence of forestry cheques being reported stolen. There is little chance of recovery of this sum of money and as such there has been no progress to report to date in respect of this account. A letter is required from the Gardai claiming that the enquiry into the theft of money has closed and until this is received in writing, the account cannot be finalised. It is expected that in time that this account will indeed be written off and officially closed. 

PAD Personal and Impersonal Suspense Accounts

Inherited from the Department of Public Enterprise. Both of these accounts appear to relate to advances made to employees of PAD. It is assumed that in time that both these accounts will be closed off, however at present there is a balance outstanding on the PAD Personal Suspense Account to the value of €382.81. 

Liability Accounts

All the Suspense Accounts that were previously listed in this category were inherited from the transfer of functions process. These accounts have all been finalised, transferred to the Appropriations in Aid account and as a consequence, no suspense accounts now exist under these headings.

___________________________________________________

Internal Audit Unit

Department of Communications, Marine and Natural Resources

