Arish Examiner

Heal GFICE
City Quarter, Lapps Quay, Cork

Telephone numbers
Reception: 021 4272722
TeleSales: 021 4274455
Editorial: 021 4802101

Fax numbe-s
Editorial: 021 4275477

BUB_HOTEICE
80 Harcourt Street, Dublin 2.

Reception: 41 6056300
Sales fax: 01 8056305
Editonal fax: 01 6056355

UMERICS DFCE
80 O'Connell Steet, Limerick

Advartising: 021 4273846 Reception: 061 414523

Telesales: D21 4271017 Exn ol ad B

th . Adimin / Finance: 021 4275074 NN
15 April’ 2010 Circutatan: 021 4802202 Fr ‘J N lT
Emnail: first d i irer.i ‘Uﬁ‘AN
FOI Unit, it |
Department of Communications, Energy & Natural Resources P ST ;' L
Elm House, 25 APR 20"
Earisvale Road , DEPART -
MENT OF COMM- oo 0

Cavan ENERGY & NATURAL 753 "‘

ROINK CUMARE 4105 £ijy

AGUS ACMRA Tty

Freedom of Information Unit,

I wish to make a request of the Department under the Freedom of Information Act. My request
relates to the Department of Finance’s guidelines for the appraisat and management of capital
expenditure proposals in the public sector. '

I seek:

The copies of any audits or reports commissioned for/by the Department or prepared for the
Department relating to spot-checks/post-project reviews on capital spending either under the
National Development Plan or previous funding strands - since the introduction of the 2005
Department of Finance guidelines.

All correspondence from the Department of Finance relating to spot-checks or post-project
raviews on capital spending. :

Any follow-up correspondence, internal communications, extemnal oommuhications, meeting
minutes or correspondence relating to these spot-checks/post-project reviews.

If there is a similar request with the Department I would request that my query be released at
the same time. I would not require repeat documents and would be happy to accept any or all
suitable items in electronic form.  If tweaking the scope of the request would reduce the
workload for the Department I am happy to consider an alternative wording.

1 enclose the standard Euro15, as is required under the Act. I can be contacted at all imes on
conorryan@examiner.ie , 01-6183638 or 087-6404041.

Kind Regards,

CQM)G.’- Q’Ulﬂ-frd

Conor Ryan-

Political Correspondent

Irish Examiner

Press Gallery. Leinster House
Kiidare Street

Dublin 2




26/04/2010

- Mr Conor Ryan
Political Correspondent,
Irish Examiner,
Leinster House
Kildare Street
Dublin 2

FOI Request Reference: FO¥/2010/12
Dear Mr Ryan,

1 refer to your FOI request under Section 7 of the Freedom of Information Acts, 1997 and 2003, received in
this office on 20/04/2010 requesting records relating to the Department of Finance's guidelines for the
appraisal and management of capital expenditure proposals in the public sector. The application was
received along with the associated fee.

The officer handling your request will be Mr Pat Smyth, Corporate Finance & Planning Division,
Department of Communications, Energy and Natural Resources, Elm House, Earlsvale Road, Cavan. Pat can
be contacted on 01 6782071,

You can expect to receive your decision by the 19/05/2010.

If you have not received a decision by that time, you are automatically entitled to appeal to the Department
for a review of the matter. This review proceeds on the legal basis that the initial request is considered to be
refused once the specified time for responding to it has expired. A request for a review should be addressed

to the undersigned at the address shown.

Please note the Department of Communications, Energy and Natural Resources has a policy of postng a
summary of non-personal requests and decisions on the Departments website for reference purposes.
Yours sincerely,

Cevened Cesee

Carmel Cosgrove

FOTI Unit

Department of Communications, Energy and Natural Resources
Elm House,

Earlsvale Rd

Cavan

Phone: 0} 6782902




Department of Communications, Energy and Natural Resources
Romnn Cumarsdide, Fuinnimh agus Acmhainni Nadurtha

31 May 2010

Mr. Conor Ryan,
Political Correspondent,
Insh Examiner,

Press Gallery,

Leinster House,

Kildare Street,

Dublin, 2.

FOI Request Reference: FOI/2010/12

Dear Mr. Ryan,

I refer to your request under Section 7 of the Freedom of Information Acts, 1997 and
2003, received in the Department on 20™ April relating to the Department of Finance’s
Guidelines for the Appraisal and Management of Capital Expenditure Proposals in the
Public Sector specifically in relation to Spot-checks and Post Project Reviews. Your
telephone conversations with Mr Edward Barry of the Department’s Internal Audit Unit
and the undersigned also refer.

I have made a final decision to grant your request and all relevant documents are listed in
the attached schedule. (It should be noted that there is no spot-checks report for
expenditure in 2006 as the original draft guidelines on spot checks requested that an initial
spot check be carried out on 2004 and 2005 projects (October 2005). This was taken on
board by the Department and in 2006 a tender process was organised to procure external
auditors to carry out the testing. The length of time of the tender process and the
subsequent testing meant that the 2004/05 report was not ready until quarter 1 2007, A
new set of procedures to ensure compliance with the capital appraisal and VFM guidelines
were designed in February 2007. As the new procedures were not in place during 2006 it
was felt that a spot check on 2006 expenditure would not provide any substantially
different conclusions than that on the 2004/05 expenditure). There is also a number of
Value for Money and Policy Review Reports posted on the Departments website and you
can view these via the following link —
http://www .dcenr.gov.ie/Corporate+Units/Virtual+Press+Room/Publications/Corporate+P
ublications.htm

[f vou have any queries regarding this correspondence you can contact me by telephone at
the number below.

I wish to advise you that, if for any reason you are not satisfied with the outcome of your
request, you are entitled to seek a review by appealing the decision. To appeal, you need
to write to the FOI Unit, Department of Communications, Energy and Natural Resources,
Elm House, Earlsvale Rd, Cavan, Co. Cavan. You must make your appeal within 4 weeks

 Elm House © Telephone =333 1 6782400
Farisvale Road LoCalt 1RG 44 99 i)

P [ e




of the date of this letter, but the making of a late appeal may be permitted in certain
circumstances. The review will involve a complete reconsideration of the matter by a
more sentor member of the staff of this Department.

Please note that an application fee for an appeal is currently €75.00 and a reduced fee of
€25.00 applies if you are covered by a Medical Card.

If claiming a reduced application fee, the request must also be accompanied by

e The Medical Card registration number
e The name of the issuing Health Board
s Your consent to the verification of these details with that Health Board.

Payment should be made by way of bank draft, money postal order, or personal cheque
made payable to "Department of Communications, Energy and Natura] Resources”.

On receipt of the fee, you will be advised of when you can expect a decision on your
appeal, and the contact details of the person handling the appeal.

Yours sincerely,

W Sl

Pat Smyth, (j

Finance Unit.

Ceniral Divisions - Corporate Finance & Planning Division,
Department of Communications, Energy and Natural Resources,
Elm House, :

Earlsvale Road,

Cavan,

Co Cavan.

Phone: 01 — 6782071
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SPOT CHECKS ON CAPITAL PROJECTS

1. Executive summary

1.1 Background

Appendix 3 of the Department of Finance publication Guidelines for the Appraisal and
Management of Capital Expenditure Proposals in the Public Sector sets out the
conditions of sanction for mutti-annual capital envelopes.

One of these requirements is that the sanctioning body must carry out annual spot
checks to ensure compliance with capital expenditure guidelines. The sanctioning body
must report the findings of these spot-checks to the Department of Finance.

The Department of Communications, Marine and Natural Resources (the Department)
has engaged Crowleys DFK {0 do the spot-checks and to report their findings to the
Department.

1.2 Relevant guidelines

The Department of Finance and other bodies have published several documents
governing capital expenditure in the public sector:

« Guidelines for the Appraisal and Management of Capital Expenditure
Proposals in the Public Sector

» Public Private Partnership Guidelines

« National and EU Public Procurement Guidelines

e Procedures for the Management and Administrations of EU Structural
Funds Programmes

s Draft Spot Check Guidelines
Draft Guidelines for Promotion, Appraisal and Selection of Private and
Community Capital Projects financed by Public Funds

» Guidance for Tax Clearance

We recognise that the majority of projects funded by the Department were already
underway before these guidelines were published. For this reason we have not included
our findings of individual projects in this report. Our findings are based on the common
short-comings we found occurring across the different projects. We have made
recommendations to address these issues and to assist the Department in is
compliance with the various guidelines.

1.3 Basis of selection of projects for testing

We selected a sample of projects for testing in accordance with the Department of
Finance draft Spot Check Guidelines.

We selected the sample to ensure that we tested at least 5% of the Department’s capital
expenditure. The sample was spread across the Department's capital programmes.
This sample was agreed with the Department's Finance Officer.




SPOT CHECKS ON CAPITAL PROJECTS

1.4 Summary of findings

Our detailed findings and recommendations are set out in Section 2. In summary our
main findings are:

« The Department must incorporate the guidelines listed in Section 1.2 into
its own procedures document

e The procedures must be applied consistently to all capital projects

o The Department must ensure that bodies receiving grant aid also comply
with the relevant guidance

e Reasons for not following the appropriate guidelines should be
documented and the decision properly approved
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2 Obijectives, scope and methodology

The objective of this assignment was to ensure the Department complies with it
obligations under Guidelines for Appraisal and Management of Capital Expenditure in
the Public Sector in respect of spot checks. The requirement to undertake spot checks
of capital projects is set out in Appendix 3 of the Guidelines.

The scope of the spot checks was all capital expenditure projects funded directly and
indirectly by the Department. This included capital projects managed by agencies under
the aegis of the Department and local authorities.

Our work involved:
« Discussions with key personnel involved with the programmes and projects
« In depth analysis of the project files held both by the Department and agencies
« Review of relevant accounting records
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3 Findings and recommendations

3.1 Compliance with capital appraisal guidelines

Government departments and state bodies are required to comply with the Department
of Finance publication Guidelfines for Appraisal of Capital Expenditure Proposals in the
Public Sector. These guidelines set out 4 main stages of a capital expenditure project:

1. Appraisal

2. Planning

3. Implementation
4, Review

We set out below our findings of the Department’s compliance with these guidelines.

2.1.1 Appraisal

Findings The appraisal stage comprises of a preliminary appraisal and
a detailed appraisal. The preliminary appraisal should be
undertaken to assess whether a detailed appraisal is
warranted. A preliminary appraisal is particularly necessary
where a detailed appraisal will require significant funding.
For smaller projects it may be appropriate to dispense with
the preliminary appraisal and proceed directly to the detailed
appraisal.

We found that approximately 43% of the sample of projects
we tested underwent some form of appraisal process. The
quality of these appraisals varied between units within the
Department. Some where formal, others where informal.

The common faults we found with the Department's
appraisal processes were:

e Little or inadequate financial information. Some
appraisals did not detail financial implications of a
project.

o All stages of the appraisal process not documented
fully.

e Where funding was allocated by central government
or included in the annual estimates it was not always
considered necessary to do a detailed appraisal

e All available options for solving the issue were not
always investigated. The option of not taking any
action was rarely considered

e Where the relevant guidelines were not followed
reasons for this were not documented

s Details of how the project was approved and who
approved it was not always documented.
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Recommendation

It is not sufficient for the Department to insist that its officers
follow the applicable guideline as published by the
Department of Finance. The guidelines should be formally
adopted and written into the Department’s own policies and
procedures.

The Department should develop standard appraisal
procedures to implement the government guidelines. These
procedures should include standard templates and forms to
guide the user through each stage of the appraisal process.

Standardised procedures will help the Department to attain
consistency across its operations. This is important where
staff have been rotated, and will help the Department
prepare for decentralisation.

Projects should be appraised regardless of whether or not
they are part of a larger programme. Where an appraisal of
a project has been undertaken as part of the estimates
process this should be documented on the project files. The
inclusion of expenditure in the annual estimates does not
exempt the project from formal appraisal.

The Department should consider less detailed procedures
for projects below a certain value. The Department of
Finance recommends a single appraisal for projects with a
value of less than €5m and separate preliminary and detailed
appraisals for projects with a value greater than €5m.

It is important that the Department, as sanctioning authority,
ensures that the sponsoring agency complies with all the
appraisal requirements.

Where the appraisal process has been dispensed with, the
reasons for this should be documented on the project files.
Authorisation for this should be given at the appropriate
level. This should also be recorded on the project file.
Where decisions are taken at management meetings these
should be properly minuted. The project files should be
reference to the minute.

Management comments

N

Currently in the Department guidelines and other information are received from the
Department of Finance and disseminated to line divisions via emails and the infranet. It
would appear based on the spot check results and discussions with Divisions that
appraisals are documented for large projects however appraisals for smaller projects are
less likely to be formally documented on file. in several cases capital expenditure
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amounts subject to spot check were seen as minor routine capital expenditure
requirements for Boards and agencies under the aegis of the Department and no formal
appraisals were documented.

As a result of the introduction of the recent Value for Money Measures (January 2006)
the Department has revised its approach to capital expenditure and is introducing a new
series of measures inifially in the Department and subsequently to its agencies to
increase compliance with the ‘Guidelines for the Appraisal and management of Capital
Expenditure Proposals in the Public Sector’ (Feb, 2005). These measures fargely
consist of: :

e A checklist which summarises the requirements of the guidelines has been
compiled and will require completion by Divisions prior to expenditure being
incurred on a new project. Two versions of the checklist have been compifed fo
deal with the Department’s role as Sponsoring Agency and Sanctioning Authority
or Sanctioning Authority onfy.

e Standard approval levels for projects (varying according to project spend) have
been documented.

s Increased Monthly Reporting Requirements

e Quarterly Reports on Large Capital Expenditure Projects.

In addition the Department will be supporting this initiative with a series of workshops in
order to inform capital spending Divisions of the new measures and to ensure that the
Divisions are familiar with the details of the ‘Guidelines for the Appraisal and
management of Capital Expenditure Proposals in the Public Sector’ (Feb, 2005). These
workshops will subsequently be rolled out to bodies under the aegis of the Department
who receive funds through the Department’s vote.
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2.1.2 Project planning

Findings

Recommendations

The Government's capital appraisal guidelines set out 7
main steps in the project planning stage:

Establish the project management structure

Prepare a project brief

Prepare a detailed plan and design

Review the proposal using information provided by
the planning process

Obtain approval of the sanctioning authority

Obtain tenders

Review the proposal using tender prices

Bwh

No;

We found that less than 50% of the projects examined had
documented detailed plans on file. Often this was because
the sponsoring agency was responsible for the planning, or
the expenditure was a grant to a local authority or private
entity. (Please refer to Finding 3.4.2 for discussions on
responsibilities of the Department where it is sanctioning
authority but not sponsoring agency.)

Where details of the planning stage were documented we
identified the following commaon issues:

¢ The management structure of the project team was
not documented

e The project was not reviewed after the detailed plan
and design had been prepared, or if this was done it
was not properly documented on the project files.

« Final approval for the project was not documented.
We recognise that final approval was most likely
recorded in management meeting minutes.
However, the file notes did not always refer to this.

The management and reporting structure of each project
should always be agreed and documented at the out-set.
The role of each person in the project management team
should be agreed and documented. Where possible the
Department should strive to attain a uniform management
and reporting structure across all operational units and
capital programmes.

A consistent management structure is particularly important
where project management consultants are engaged, or
where the project is management by another agency. Each
person in the team should be aware of their role,
responsibilities and to whom they report.

The management structure should also incorporate the
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reporting structure. The reporting structure should set-out
who is responsible for reporting to the Department, how
often reports should be made and what information should
be reported.

Where the detailed planning is the responsibility of an
agency or local authority, the Department must review the
plan to ensure compliance with the Department's project
planning requirements. The Department's review, findings
and recommendations should be documented and
communicated to the project team. The Department should
not allow a project to commence if it is not satisfied that the
sponsoring agency has complied with the relevant guidelines

Management comments

As documented at 2.1.1 the Department has developed a number of measures which
will be rolled out across the Department to ensure adherence to the ‘Guidelines for the
Appraisal and management of Capital Expenditure Proposals in the Public Sector’ (Feb,
2005). The project checklist which will be signed off prior to expenditure being incurred
on the project must detail the planning measures which have been completed.

Due to the diverse nature of projects across the Divisions of the Department it is not
considered appropriate that a standard project management structure is adopted.
Instead Divisions will be requested to fill out defails of their project management
structure on the project checklist and this will be reviewed to ensure appropriately senior
individuals are appointed for large/complex projects. Project Managers will be required
to provide information on the progress of the project on a monthly basis.

Where the detailed planning is the responsibility of an agency or focal authority the
Department is responsible as indicated in the ‘Guidelines for the Appraisal and
management of Capital Expenditure Proposals in the Public Sector’ (Feb, 2005) for pre-
tender review. The Department will request that all agencies and local authorities who
receive funding through the Department adhere fo the Guidefines, however, the
Sponsoring Agency will have primary responsibifity for ensuring the requirements of the
Guidelines are complied with. Agencies under the aegis of the Department will be
subject to the Department’s annual spot check process.
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2.1.3 Project implementation

Findings

Recommendations

Most projects had clear objectives and review milestones
set. We found that projects were monitored to ensure the
objectives and milestones were being achieved.

Where overspends or time delays occurred they were
investigated by the Department. The findings of these
investigations were documented. Where the project required
extra funding this was properly appraised before the funding
was approved.

We make no specific recommendation of " project
implementation. However, the general recommendation of
consistent procedures applies to this area.

See Section 1.3 "Reporting”.

Management comments

See section 2.1.1 for measure to be implemented by the Department.
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2.1.4 Post-project review

Findings

Recommendations

The capital expenditure guidelines require the sponsoring
agency to do a post project review of projects costing in
excess of €30m. The review should be of a representative
sample covering at least 5% of the value of completed
projects.

None of the projects selected for testing were in excess of
this amount. Therefore, we could not test this requirement.

We consider it to be good practice to do some level of review
of every project. The level of expenditure of the project
should dictate the level of review required.

When the Department is not the sponsoring agency for a
project it shouid require the sponsoring agency to do the
review. The sponsoring agency should report the findings to
the Department.

The aim of the post-project review is to determine whether or
not the project has met its objectives, within budget and on
time.

Post-project review of unsuccessful projects should be
designed to determine the reasons for the project not
meeting its objectives.

Reviews of successful projects should be designed to
determine how they were successful.

Knowledge gained from this exercise can be used in
planning and managing future projects.

Management comments

Reviews on projects over €30m are carried out under the Value for Money Review
Initiative. A Department wide programme of post project reviews will be carried out
centrally in 2007 and the approach will be re-assessed for 2008.
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SPOT CHECKS ON CAPITAL PROJECTS

3.2 Competitive process

Findings

Recommendations

We identified a number of cases where the competitive
process guidelines were not followed. The explanation we
were given for this was that there was only one supplier for
the goods or service.

Although we did find that the project manager did enquire of
several suppliers as to whether they could supply the goods
or service, details of theses enquiries were not documented
and retained on the project files.

The purpose of the competitive process is to obtain value for
money by choosing the most economically advantageous
tender. Although we recognise that there may only be one
supplier for certain specialised goods or services we think it
prudent to seek quotations or advertise the request for
tenders (depending on anticipated contract value).

Open tendering could attract tenders from suppliers that can
supply the goods or services that were not known to the
project manager. This is particularly pertinent where the
potential contract value is over the EU advertising limits.

Where suppliers have been contacted this should always be
documented. Where a supplier has stated that they cannot
provide the goods or service required they should be asked
to state this in a letter to the Department. At the very
minimum full details of the enquiry, including the response
from the supplier, should be documented and retained.

Management comnments

The Department fully supports the competitive process in all its procurements. The
Department would never lightly assume that there was a sole supplier for a product.
However, where market analysis or market testing for identical products of recent vintage
has taken place the Department would wish fo avoid waste of time and resources by
conducting competitions where it is clear or proven that a sole supplier exists. The
Department of Finance guidelines “Public Procurement Guidefines - Competitive
Process” accept that Departments may in some cases be dealing with sole suppliers and
gives advice for dealing with such suppliers. The recommendation that all enquiries or
approaches to suppliers should be fully documented and retained on file is accepted.
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SPOT CHECKS ON CAPITAL PROJECTS

3.3 Reporting

3.3.1 Periodical reporting

Findings We found that the Department does not have standard
reporting requirements across its different operational unites
and programmes and projects managed by those units.

Some projects required monthly reporting others quarterly.
We also found some cases where the reporting requirements
set-out at the commencement of the programme were not
adhered to.

Recommendations The Department needs to develop a consistent and
methodical reporting system across all its units and
programmes funded by it.

Project managers should continually assess the risks facing
their projects rather than reporting purely historical data.
The status of these risks should be included in the monthly
reports. This approach should give the Department’s senior
management forewarning of projects exceeding budget or
faling behind schedule. It should enable the project
managers to take appropriate preventive action.

The reports of each project should be summarised in a
programme report. All the programme reports should be
summarised in an overall report for senior management.

The reports should be concise and contain minimal narrative.
The aim of the report should be to identify projects and/or
programmes that may not meet their stated objectives.

Programmes and projects that are managed by agencies
should be subject to the Department's reporting
requirements.

Management comments

The Department currently does not have standard reporting requirements for capital
projects, however, information is reported at a Vote subhead level on a monthly basis.

From May 2007 Divisions will be requested to explain any variances on project spend
and progress on a monthly basis. Reporting to the Management Committee on projects
under €30m will be by exception on a quarterly basis. Individual summarised project
reports will be presented fo the Management Committee for projects over €30m, also on
a quarterly basis.

The Department's IS Division currently has a project support office in operation with
templtate project reports and other project management guidance for IT projects. During
the Capital Expenditure workshops Divisions will be made aware of the availability of the
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standard reports.

The decision not to standardise project reports and management procedures by
expanding the role of the IS project support office will be re-examined in late 2007.

3.4 Otherissues

3.4.1 Record keeping and filing structures

Findings We found that the Department has a standard filing
reference structure across its operations. This structure
enabled us to easily identify what files were available for
each project.

However, we found that the quality of content in the files
varied between programmes and between projects within
those programmes.

Recommendations Project files should have sections for each stage of the
appraisal, planning and implementation processes.

For projects where part of the process was deemed not
necessary or not applicable, this should be documented.
The rationale for any such decisions should also be
documented.

The person who made or approved the decision should sign
and date the documentations. Where the approval was
made at a meeting the decision should be minuted. The
project files should be referenced to the minute.

Management comments

As an appendix to the project checkiist a list of standard documentation to be kept on
files will be available to divisions. This will ensure that all required information will be
kept on the project file.

Consideration will be given to having separate file sections for each stage of the project.
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3.4.2 Payment of funding to other bodies

Findings

Recommendations

The Department provides funding for capital projects by way
of grant to other bodies such as local government and State
agencies. It also makes grants to non-governmental
organisations. We recognise that it is the responsibility of
these organisations to follow the relevant capital appraisal
and management guidelines, and public procurement
guidelines.

It is unclear whether or not the Department should test these
crganisations’ compliance with those guidelines as part of its
spot checks process.

The Department makes payments to these organisations in
accordance with a drawdown schedule. The sponsoring
agency schedules the funds to be drawn-down in
accordance with the planned progress of the project.

We did not find any evidence of the Department checking
that the project is progressing as set-out in the project plan.

Where the Department is not the sponsoring agency for a
capital project, ie where it makes grants to other bodies, it
has certain obligations and responsibilities as Sanctioning
Authority.  The sponsoring agency is responsible for
appraisal, planning and management of the capital project.
The sanctioning authority must assess the appraisal and
give approval in principal if appropriate. This approval
permits the sponsoring agency to proceed to the planning
stage. The sanctioning authority must then assess the
detailed project plans prior to giving approval to the
sponsoring agency to commence with the project. It is
important that the Department is satisfied that the project has
been properly assessed and planned. The Department
should keep evidence of theses assessments on file.

In our opinion the Department’s annual spot checks need not
include testing of the sponsoring agency's compliance with
the capital appraisal and management guidelines. The
sponsoring agency is obliged to do its own spot checks. As
set out in the paragraph above, the Department should
satisfy itself that the sponsoring agency has completed all te
necessary appraisals and plans before it approves the
project.

The objective of the Department's spot checks should be to

measure the Department's compliance with the relevant
guidelines. We believe the scope of the Department's spot
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checks. in respect to grants and grants-in-aid, should be to
check that the Department has fulfilled its obligations as
sanctioning authority, ie to assess and approve the
sponsoring agencies' appraisals and plans.

The Department of Finance document draft Guidelines for
the Promotion, Appraisal, and Selection of Private and
Community Capital Projects financed by Public Funds states
that the departments shoutd make payments in accordance
with the achievement of key project milestones.

In addition to checking that the sponsoring agency is
requesting the funds in accordance with the agreed
drawdown schedule, the Department should also satisfy
itself that the project milestones have been met before
transferring funds.

Management comments

The Department anticipates three types of capital expenditure (excluding grants to non-
public bodies which will be treated separately for spot check purposes) under the muilti-
annual capital framework which require testing:

1) Direct Capital Expenditure by the Department

Full compliance with the Guidelines will be tested in the Department for all direct capital
expenditure undertaken by the Department in its role as Sponscring Agency and
Sanctioning Authority (where applicable) e.g. Fishery Harbour Development.

2) Direct Capital Expenditure by Agencies under the aegis of the Department funded
through the Vote

Project files in the Department will be tested for the Department’'s compliance with its
role as Sanctioning Authority in the case of capital expenditure funding granted to
Agencies. The level of required individual Sanctioning Autherity approval for capital
projects will be subject to materiality levels, particularly in the case of expenditure from a
Grant in Aid subhead as approval may be given in the form of an Annual Business Plan
for routine capital expenditure. Consideration will be given to tailoring draw downs to
project progress subject to verification of individual service level agreements.

The Department, in accordance with the Draft ‘Procedures for carrying out spot-checks
..... " will additionally spot check the project files in the relevant Agency to ensure that the
Agency has carried out its role as Sponsoring Agency in accordance with the Guidelines
for the Appraisal and management of Capital Expenditure Proposals in the Public Sector’
(Feb, 2005).

3) Capital Expenditure funded by the Department but applied for/managed by a public
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body not under the aegis of the Department eg. Local Authority

It is anticipated that in this case the Department’s role as Sanctioning Authority is tested
in the Department but that the Sponsoring Agency role is not tested as part of the annuai
spot checks as the body is under the aegis of another Department and subject to spot
checks under that Department.

In future years the Department will also spot check expenditure granted to non-public
bodies for capital purposes in line with Guidelines produced for that area in the
Department or in Agencies as appropriate.
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Catherine McGinty

From: Susan McCarthy

Sent: 13 April 2007 17:52

To: ‘Tom.Ryan@finance.gov.ie’

Cc: Shane Carton; Eamann Molloy; Michael Daly
Subject: Spot Check Report

Attachments: Spot checks 2006-1-2 (DCMNR commentsv3).doc

Tom,

Please find attached a draft of a spot check report produced for the Department of Communications, Marine
and Natural Resources as part of the requirements under the ‘General Conditions of Sanction for Muiti Annual
Capital Envelopes’. This was based on an audit carried out by Crowley’s DFK on 2004 and 2005 capital
expenditure although we believe that its findings would be unlikely to change substantially if the repart were to
include checks on 2006 expenditure.

It is an initial draft subject to some further comments from Crowleys DFK but | understand that you require a
copy urgently and this may be of some use to you. | would hope to forward you the final draft next week.

If you wish to discuss the report or the measures which we are introducing regarding capital expenditure, do
not hesitate to contact me.

Regards

Susan McCarthy

Department of Communications, Marine and Natural Resources

Leeson Lane

Dublin 2

Tel:  (01)6782118
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2. April 2007

Mr Eamonn Molloy

Department of Communications, Marine %30
and Natural Resources

Lecson Lane

Dublin 2

Dear Eamonn

[ wish to acknowledge receipt of Crowleys DFK spot-check report on capital projects |
funded from your Department’s Vote, forwarded to us under cover of Ms McCarthy’s
email of 13 April 2007.

While we accept that the report was very much a first step into the area for your
Department, we are very disappointed with the current state of play. Mr O’Brien’s
letter of October 2006, to Departmental Secretaries General in relation to the carrying
out of spot-checks for compliance with value for money requirements, specifies that
Departmental annual reports on spot-checks should set out details of;

a) the steps which Departments and Agencies have taken to disseminate within
their organisations the capital appraisal and VM guidelines.

b) With reference to the capital appraisal guidelines, the specific roles and
responsibilities of players within Departments and Agencies under their aegis
for the appraisal and management of each capital programme. This should
identify the business units and positions involved.

¢) The structures which have been put in place to carry out spot-checks for
compliance with the general conditions of sanction under the rolling multi-
annual capital envelopes, the capital appraisal guidelines, public procurement
ete. '

d) The coverage of the spot-checks carried out and the results of them.

¢) The views and responses of Departments and Agencies, as appropriate, in
regard to the findings of such spot-checks.

In relation to the above list, it seems that in your Department’s case the requirements
have not been met. In particular, we note that you have not given details of what steps
have been taken to disseminate the capital appraisal and Value for Money Guidelines.
It is critical that all areas of your Department are fully advised and then implement
these Guidelines.




In relation to the spot-checks themselves, I would be grateful for details of what

-system has been put in place to ensure checks are carried out. What is the process for = et

selection of spot-checks, how many are to be carried out this year, what percentage of AwoiT
spending is covered by these spot-checks, who will carry them out, etc. .

Notwithstanding the foregoing shortcomings, the report does point to disturbing

instances of procedural inadequacies in your Department where established planning
guidelines and satisfactory administrative practices were not observed. For example,
Crowleys found that 43% of the project sample tested underwent some form of

appraisal. However, this still leaves 57% as not subject to appraisal. Crowleys also

noted that less than 50% of projects examined had documented detailed plans on file

and that some projects did not have clear objectives. While your Department’s views

and the intentions set out in the comment on the Crowley Report is welcomed; we

would like your assurance thatthe new appraisal and Value for Money procedures;F;D -
are being put in place and that spot-checks will be ongoing this year. We view the Sust o5
need to improve the system as one that must be done as a matter of priority. Y
I would be obliged if you would arrange to have the necessary adjustments made to

the report and to have the revised document submitted to this Department as a matter

of urgency.

Yours sincerely

Pat Ring
Sectoral Policy Division
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[ qf May 2007 ' Cpf"b i
Mr. Pat Ring _ ’f"x \O(/S/E)

Department of Finance
Upper Merrion Street
Dublin 2

Dear Pat
Re:  2004/2005 Spot Check Report

Thank you for you letter of the 30th of April 2007 regarding the Department’s spot check
report on 2004/2005 capital projects. As indicated in your letter, that report was very
much a first step into the area for the Department and, as set out below and in the relevant
report, we have identified a number of measures to improve on the results indicated. I
would like to take this opportunity to reiterate that [ or Susan McCarthy are available at
any stage to discuss those measures and the progress which the Department has made in
relation to their implementation. :

Your letter requests details of the steps taken to disseminate the capital appraisal and
Value for Money Guidelines in the Department on the basis that these were not included
in the spot check report submitted. T would like to direct your attention to-Section 2.1.1 of
that report and in particular the ‘Management Comments’ response documented therein.

The guidelines and other - Department of Finance related information were initially
disseminated to line divisions via email and additionally published on the Department’s
intranet. ‘This was the general policy adopted for such information at that time. However,
as indicated on page 6 of the report and .in additional documents submitted to your
Department, the Department has. revised its approach to capital expenditure and
introduced a series of Department specific control measures in relation to same. This has
been supported by a series of workshops' to inform capital spending Divisions and
Agencies of the new measures and to ensure that they are fully briefed on the ‘Guidelines
for the Appraisal and Management of Capltal ExpenderE Proposals in the Public Sector’

(February 2005).

I am pleased to inform you that the training programme indicated in the report has now
been rolled out in the Department and that at least 67 staff involved in the
monitoring/carrying out of expenditure under the Multi-Annual Capital Framework have
been trained under either the Department of Communications, Marine and Natural
Resources training initiative or the related Department of Finance, CSTDC course. The
attendees included sentor representatives from all capital spending divisions.
Additionally it included 8 representatives from agencies who receive funds from the
Department’s vote. These representatives are, in turn, charged with rolling the procedures
out in their relevant agencies. Further support is to be provided by the Finance Unit to
divisions and agencies on the implementation of the procedures over the course of the
year and the fevel of implementation in each area will be montitored.

In addition, wark is ongoing on the development of further guidance material which will
be published as a ‘knowledge management asset’ on the Department’s intranet and which

Leeson Lane Dublin 2 Telephone + 353 1 678 2000  email: contact@dcmnr.gov.ie.
Lana Chill Mochargan LoCall 1890 44 99 00 GIN +118
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will serve as an easy up-to-date reference material for staff involved in capital projects.
As can be appreciated, from the resources required for us to carry out the above, the
improvement of the system for appraisal and management of capital projects is.one that
has been given priority by the Management Committee. This is all the more significant
when one considers the fact that we have had almost’35% staff turnover in the
Department over the past year due to decentralisation.

It is anticipated that the results of the 2007 spot checks will provide valuable information
in terms of monitoring the implementation of the new measures. Following consideration
of the spot check requirements and the experience gathered on the 2004/2005 spot check
report it has been decided that the most appropriate section to perform the spot checks is
the Internal Audit Unit of the Department. The timely performance of those spot checks
will be monitored by the Finance Unit. The Department is currently working on
increasing its capital reporting on a project basis and will use the proposed 2007 Capital
Investment Schedule recently submitted for Department of Finance sanction to identify a
set of ‘projects’ which will be reported on more closely on a regular basis. Projects will
be selected at random from that schedule up to a value of 5% of the Department’s
expected spend and subject to any of the requirements of the final version of the.

* ‘Procedures for carrying out spot-checks for compliance with the General Cenditions of
Department of Finance Sanction for Multi-Annual Capital Envelopes’ which I understand
is to.be published by the Department of Finance shortly. As indicated in the report
submitted on 2004/2005 expenditure, spot checks will include agency spend. The spot

“checks will be carried out in the latter half of 2007 to ensure that the report is available
for 31 January 2008. The spot check results will be analysed to determine the results of
projects which have been commenced since the training sessions in the Department have
taken place and a significant improvement will be expected.

I would like to point out that, due to the diverse nature of the Department’ capital spend
and the large proportion of expenditure which is not related specifically to capital asset
purchase to which the ‘Guidelines for the Appraisal and Management of Capital
Expenditure Proposals in the Public Sector” (February 2005) and associated Department
of Finance training programme are targeted, significant ambiguities have -arisen during
the 2004/05 spot check process and implementation of the new procedures in relation to
the application of certain components of the guidelines to all expenditure under the
Department’s Multi-Annual Capital Framework. 1 would like to take this opportunity to
thank the Department of Finance’s Central Evaluation Unit, Government Accounting
Section and Vote Section for working with officials of the Department to resolve those
ambiguities and look forward to continuing this relatlonshlp mto the future to ensure that
the system improvements can be carried out as a matter of priority.

If you require any further information in relation to the above do not hesitate to contact
me.

Yours sincerely

Eamonn Molloy
Assistant Secretary,

Leeson Lane Dubiin 2 Telephone + 353 1 678 2000 email: contact@demnr. gov ie.

Lana Chill Mochargan LoCall 1890 44 99 00 GIN +118
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Catherine McGinty

From: Susan McCarthy

Sent; 06 September 2007 14.20

To: 'pat.keane@finance.gov.ie'

Cc: 'Hearne, Edmond’; Finola Rossi; Eamonn Molloy
Subject: FW: Spot-check report on capital projects

Attachments: Link 4- Capex Checklist 1(Direct purchase).doc; Spot Checks - Projects Examined.xls;
070516Response to DoF on Spot Checis(Draft3).doc

Pat,

Eamonn Molloy received the email below from Tom Ryan and | have responded to his queries below. As |
understand he has since left the Department perhaps you could redirect it if it is not your area.

I hope the information below answers the queries in relation to the same but if you require any further
information do not hesitate to contact me.

1. The steps taken by your Department to ensure that the capital appraisal and VFM guidelines are
being observed. .

Please see attached a letter issued to Mr. Pat Ring in May 2007 which indicated the work ongoing in the
department to ensure compliance with the capital appraisal and VFM guidelines. In addition to the work
indicated capital spending divisions are now being requested for a completed checklist (see example
attached abave) which indicates that they have complied with the requirements of the capital appraisal
and VFM guidelines prior to opening a new ‘project code’ in the Department's financial system.

2. Delails - identity etc.- of the projects which were the subject of spot-checks

The projects which were subject to spot check were not disclosed in the original report as it was felt that it
was more constructive to implement the general recommendations on an improvement of the
Department's system. However, the projects originally selected for testing are attached above for your
information.

3. why 2004/3 projects rather than 2006 projects, were subjected to spot checks.

The original draft guidelines on spot checks requested that an initial spot check be carried out on 2004
and 2005 projects {October 2005). This was taken on board by the Department and in 2006 a tender
process was organised to procure external auditors to carrying out the testing. The length of time of the
tender process and the subsequent testing meant that the 2004/05 report was not ready until quarter 1
2007. A new set of procedures to ensure compliance with the capital appraisal and VFM guidetines were
designed in February 2007 and these are being implemented. As the new procedures were not in place
during 2006 it was felt that a spot check on 2006 expenditure would not provide any substantially different
conclusions than that on the 2004/05 expenditure. The internal audit division are currently devising a
work plan for the 2007 spot checks to ensure that it the results are available in time for 31 January 2008.

4. Details of the responsibilities of players for the appraisal and management of each capital project -
including identification of the business units and and positions involved.

Ultimately the heads of function in each area are responsible for the appraisal and management of capital
projects in that area, they are supported on request by the finance unit.

If you require any further information or if you or the Central Evaluation Unit wish to meet to discuss any
of the issues further do not hesitate o contact me.
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Regards

Susan McCarthy

01678 2118

From: Ryan, Tom [mailto:Tom.Ryan@finance.gov .ie]
Sent: 15 August 2007 12:26

To: Eamonn Molloy

Cc: Finola Rossi; Hearne, Edmond; Keane, Pat
Subject: Spot-check report on capital projects

Eamonn
| discussed the above report with you on 3 July 2007and requested more expansive information e.g.

1. the steps taken by your Department to ensure that the capital appraisal and VFM guidelines are being
observed.
2. details - identity etc.- of the projects which were the subject of spot-checks

3. why 2004/5 projects rather than 2006 projects, were subjected to spot checks.
4. details of the responsibilities of players for the appraisal and management of each capital project - including
identification of the business units and and positions involved.

Although you indicated that you would write to me promptly, nothing has been received in the interim.
| would appreciate if you would arrange to provide the above information at the earliest opportunity, please.

Regards

Tom

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 Mailharshal 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:

Téa an r-phost seo faoi phribhiéid 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 amhdin aon dearcai nd tuairimi a léiritear,

Scanadh an r-phost seo le MailMarsial agus deimhniodh go raibh sé saor é vioras leis an
bpatrinchomhad ata in Gsdid faoci lathair. Ni féidir a rathu leis seo afach nach bhfuil abhar mailiseach

ann.
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Programme

Administrative/iT

Fishery Harbour Infrastructure
Fishery Harbour Infrastructure
Fishery Harbour Infrastructure

Fishery Harbour Infrastructure

Coast Protection )
Marine & Natural Resources Tourism
Marine Research

National Seabed Survey

BIM Seafood development

Seafood Conservation

Seafood Processing

Aquaculture Development

Inland Fisheries

Energy Conservation

Infermation & Communications Technology
Multimedia Development
Broadcasting

Peace Il and INTERREG

Information Society

Total

programme
Project turnout Project turnout
Integrated Fisheries Information System 4,868,000 894,000
{IFIS)
Safety and maintenance work, Rossavesl, 14,256,000 246,285
Galway
New slipway, breakwater, pier deck - Rinville | (as above) 79,992
Pier, Oranmore, Galway
Raising deck level of pier - Ballyederland, {as above) 63,714
Donegal
Dredging site investigaticns - Dingle, Kerry {as above) 201,093
Inishbaofin emargency weork 2,093,000 144,932
11,000 11,000
PHD Fellowships 2,090,000 174,687
{see 2008] 4,514,000 4,514,000
Marketing investment programme 13,320,000 928,000
purchase of motor vehicles 145,000 95,000
Kilmore Fish Company Limited 1,045,000 118,034
BMW operational programmse 4,462,000 1,803,000
DCMNR catchment management 598,000 92,000
Buiit environment programme 8,000,000 2,671,000
Broadband project management 25,943,000 1,582,000
1,270,000 1,270,000
TnG Satellite link-up 869,000 59,000
1,583,000 1,583,000
329,000 369,000
85,468,000 17,009,737




Frogramme

Project

Total programme turnout

Project turnout

Administrative/lT Coastal Zone Administration System 5,606,000 467,000
1 ) (CoZAS)
Fishery Harbour Infrastructuse Port Oriel Upgrade and Extension 16,578,000 3,692,877
2 {Clegherhead, Louth)
3| Coast Protection Youghai, Phase 1 completion 2,324,000 233,000
4| Marine Research Strategic Projects 4,838,000 601,715
5[ National Seabed Survey 4,704,000 4,204,000
6| BIM Seafood development Adjusiment of fishing effort 12,630,000 3,035,000
Seafood Conservation Investment in survelllance equipment and 467 000 467,000
7 fleet vehicles.
8| Seafood Processing Thomas Molloy 1,230,000 456,000
Aquaculture Development Aquaculture Development Measure of 6,834,000 3,572,000
9 NDF S&E Operational Programme
10| Peace Il Seafood Initiative 1,073,000 1,073,000
11] Inland Fisheries Fisheries Boards 4.265,000 3,569,000
12| Energy Conservation R&D - Renewable energy 10,328,000 2,400,000
13[ Information & Communications Technology|MANS projects 20,217,000 12,424,000
14| Multimedia Development Digitai Research Fund 1.165,000 1,165,000
15| Breadcasting TNG Annual renewsals 869,000 408,000
92,628,000 37,767,592




May 2007

Mr. Pat Ring
Department of Finance

Upper Merrion Street
Dublin 2

Dear Pat
Re:  2004/2005 Spot Check Report

Thank you for you letter of the 30th of April 2007 regarding the Department’s spot check
report on 2004/20035 capital projects. As indicated in your letter, that report was very
much a first step mto the area for the Department and, as set out below and in the relevant
report, we have identified a number of measures to improve on the results indicated. 1
would like to take this opportunity to reiterate that I or Susan McCarthy are available at
any stage to discuss those measures and the progress which the Department has made in
relation to their implementation.

Your letter requests details of the steps taken to disseminate the capital appraisal and
Value for Money Guidelines in the Department on the basis that these were not included
in the spot check report submitted. I would like to direct your attention to Section 2.1.1 of
that report and in particular the ‘Management Comments’ response documented therein.
‘The guidelines and other Department of Finance related information were initially
disseminated to line divisions via email and additionally published on the Department’s
intranet. This was the general policy adopted for such information at that time. However,
as indicated on page 6 of the report and in additional documents submitted to your
Department, the Department has revised its approach to capital expenditure and
introduced a series of Department specific control measures in relation to same. This has
been supported by a series of workshops to inform capital spending Divisions and
Agencies of the new measures and to ensure that they are fully briefed on the ‘Guidelines
for the Appraisal and Management of Capital Expenditure Proposals in the Public Sector’
(February 2005).

[ am pleased to inform you that the training programme indicated in the report has now
been rolled out in the Department and that at least 67 staff involved in the
monitoring/carrying out of expenditure under the Multi-Annual Capital Framework have
been ftrained under either the Department of Communications, Marine and Natural
Resources training initiative or the related Department of Finance, CSTDC course. The
attendees included senior representatives from all capital spending divisions.
Additionally it included 8 representatives from agencies who receive funds from the
Department’s vote. These representatives are, in turn, charged with rolling the procedures
out in their relevant agencics. Further support is to be provided by the Finance Unit to
divisions and agencies on the implementation of the procedures over the course of the
year and the level of implementation in each area will be monitored.

[n addition, work is ongoing on the development of further guidance material which will
be published as a ‘knowledge management asset” on the Department’s intranet and which




will serve as an easy up-to-date reference material for staff involved in capital projects.
As can be appreciated, from the resources required for us to carry out the above, the
improvement of the system for appraisal and management of capital projects is one that
has been given priority by the Management Committee. This is all the more significant
when one considers the fact that we have had almost 35% staff turnover in the
Department over the past year due to decentralisation.

It is anticipated that the results of the 2007 spot checks will provide valuable information
in terms of monitoring the implementation of the new measures. Following consideration
of the spot check requirements and the experience gathered on the 2004/2005 spot check
report it has been decided that the most appropriate section to perform the spot checks is
the Internal Audit Unit of the Department. The timely performance of those spot checks
will be monitored by the Finance Unit. The Department is currently working on
increasing its capital reporting on a project basis and will use the proposed 2007 Capital
Investment Schedule recently submitted for Department of Finance sanction to identify a
set of ‘projects’ which will be reported on more closely on a regular basis. Projects will
be sclected at random from that schedule up to a value of 5% of the Department’s
- expected spend and subject to any of the requirements of the final version of the
‘Procedures for carrying out spot-checks for compliance with the General Conditions of
Department of Finance Sanction for Multi-Annual Capital Envelopes’ which I understand
is to be published by the Department of Finance shortly. As indicated in the report
submitted on 2004/2005 expenditure, spot checks will include agency spend. The spot
checks will be carried out in the latter half of 2007 to ensure that the report is available
for 31 January 2008. The spot check results will be analysed to determine the results of
projects which have been commenced since the training sessions in the Department have
taken place and a significant improvement will be expected.

I would like to point out that, due to the diverse nature of the Department” capital spend
and the large proportion of expenditure which is not related specifically to capital asset
purchase to which the ‘Guidelines for the Appraisal and Management of Capital
Expenditure Proposals in the Public Sector’ (February 2005) and associated Department
of Finance training programme are targeted, significant ambiguities have arisen during
the 2004/05 spot check process and implementation of the new procedures in relation to
the application of certain components of the guidelines to all expenditure under the
Department’s Multi-Annual Capital Framework. T would like to take this opportunity to
thank the Department of Finance’s Central Evaluation Unit, Government Accounting
Section and Vote Section for working with officials of the Department to resolve those
ambiguities and look forward to continuing this relationship into the future to ensure that
the system improvements can be carried out as a matter of priority.

It you require any further information in relation to the above do not hesitate to contact
me. )

Yours sincerely

Eamonn Molloy
Assistant Secretary




