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Executive Summary

Each year | prepare a report which summarises the results of my financial audit work across central
government departments and their arm'’s length bodies. This report primarily deals with the results of my
audit of 2017-18 accounts, but also reports the outcome of audits for previous accounting periods which
| have certified since my last report. It does not encompass my work on bodies within the health and
social care sector, which will be addressed in a separate report.

Section One summarises the receipts and expenditure of the Northern Ireland Consolidated Fund, @
central fund which accounts for items including the receipt of the Northern Ireland block grant and rates
income and the disfribution of these monies to Northern Ireland departments and other public bodies.

Section Two summarises the audit qualifications which | have made on the accounts of central government
departments and their arm’s length bodies during 2018. My audit qualifications should be viewed in

the context that the vast majority of public bodies continue to provide accounts on time which result in
unqualified audit opinions. During the year there was a substantial fall in the number of qualifications,
largely as a result of mechanisms now being in place to enact Spring Supplementary Estimates in the
absence of an Assembly. A number of excess votes had occurred in the previous year in the absence of
these mechanisms.

Section Three summarises short reports which | produced during 2018 which did not relate fo the
qualification of accounts, but addressed issues of public interest.

It is clear throughout this General Report that central government departments and their arm'’s length
bodies continue to make efforts to improve their control systems, but that further work is needed to
resolve weaknesses. It also remains critical that bodies ensure basic controls are in place and operating
effectively to prevent the misuse of public funds.

KJ DONNELLY

Comptroller and Auditor General
Northern Ireland Audit Office
106 University Street

BELFAST BT7 1EU

26 July 2019
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Section One:
Central Funding

Northern Ireland Consolidated Fund 2017-18 - Introduction

1.1 The Northern Ireland Consolidated Fund (NICF) is the Executive's current account (operating on
a receipfs and payments basis). All payments out of the NICF must have legislative authority
and may either be charged to it directly by statute (known as Standing Services) or voted by
the Assembly each year in the Budget Acts (known as Supply Services). Government Accounts
Branch within the Department of Finance (DoF) controls the NICF, subject to the Comptroller and

Auditor General (C&AG) authorising payments, and determines arrangements for payments into
the NICF.

1.2 Payments info and out of the NICF are reporfed annually in the Public Income and Expenditure
Account which the DoF prepares and submits for audit by the C&AG, in accordance with the
Exchequer and Financial Provisions Act (Northern Ireland) 1950. | am content that the 2017-18
financial statements of the Public Income and Expenditure Account properly present the receipts
and payments, and that they are regular.

Payments into the Northern Ireland Consolidated Fund

1.3 An analysis of the amounts paid into the NICF in 2017-18, compared to the previous year's
sums in brackefs, is shown in Figure 1.

1.4 Payments info the NICF are categorised as follows:

 Block Grant: this is paid by the Secrefary of State for Northern Ireland out of monies
provided by the UK Parliament and is, subject to the limit set by HM Treasury, the balance
required fo bring the level of public income in Northern Ireland up to the amount needed to
cover public expenditure;

* Capital Receipts: the Exchequer and Financial Provisions Act (Northern Ireland) 1950
provides that all money raised by the creation of debt is payable into the NICF, together
with receipts representing repayment of loans made from the fund and interest on those
loans:

* Rates Revenue: rates receipts [regional and district) are due for each property in Northern
Ireland and are billed and collected by Land and Property Services (LPS); and

e Consolidated Fund Extra Receipts and other sums due to the NICF: receipts which are nof
the product of taxation, for example, interest received on Government loans and loans from

the Consolidated Fund.
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Figure 1. Analysis of Payments into the NICF - 2017-18

Block Grant
£14.5bn

(£14.2bn)

Ig:op!m: NICF Rates Revenue
eceipts £19.3bn £1.3bn

(£18.0bn) (£1.2bn)

£3.2bn
(£2.5bn)

Other sums

£0.3bn
(£0.1bn)

Source: Public Income & Expenditure Account for Year Ended 31 March 2018

1.5 Rates Revenue (regional and district) which is billed and collected by LPS, is accounted for in
the LPS Trust Statement — Rate Levy Accruals Account and is subject to separate audit.

Payments out of the Northern Ireland Consolidated Fund

1.6 An analysis of the amounts paid out of the NICF in 2017-18, compared o the previous year's
sums in brackets, is shown in Figure 2.
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Section One:

Figure 2. Analysis of Payments out of the NICF - 2017-18

Supply to
Departments
£15.3bn

(£14.9bn)

Other Capital NICF Other Public

Expenditure Expenditure
£0.2bn Slezen £0.7bn

(£0.3bn) (E118lon} (£0.7bn)

Temporary
Investments

£3.0bn
(£2.2bn)

Source: Public Income & Expenditure Account for Year Ended 31 March 2018

1.7 Payments out of the NICF are categorised as follows:

* Supply to Departments: payments required to meet central government expenditure i.e.
from departmental Supply Estimates. Normally money is voted by the Assembly for a
particular financial year.  Statutory authority for the necessary payments from the NICF is
given by the Budget Act for the year in question, which also grants authority for the money
fo be used for what the Assembly intends. Given the ongoing absence of the Northern
Ireland Assembly, different forms of statutory authority! were activated during the 2017-18
year fo allow these payments to be made;

1 Following an Assembly election process in March 2017 and a new Executive not being formed in line with legislative
requirements, the enactment of a Budget Act to allow 2017-18 departmental supply could not initially take place. As
an interim measure to maintain services, Section 59 of the Northern Ireland Act 1998 and Section 7 of the Government
Resources and Accounts Act (Northern Ireland) 2001 provided for the DoF’s Permanent Secretary to issue cash to
departments from the NICF from the end of March 2017. The Secrefary of State subsequently brought forward a Budget
Bill for agreement, which was followed by the enaciment of the Northem Ireland Budget Act 2017 on 16 November
2017, and the Northern Ireland Budget [Anticipation and Adjustments) Act 2018 on 28 March 2018. These acfions
provided the legislative authority for the 2017-18 and early months of 2018-19 financial years, as if they were acts of the
Northern Ireland Assembly.



Financial Auditing and Reporting: General Report by the Comptroller and Auditor General for Northern Ireland — 2018 7

e Temporary Investments and Other Capital Expenditure: these payments include loans
fo district councils; other public bodies under statute; and schools. They also include
redemption of debt and other payments such as the investment of temporary cash surpluses
on the shortterm money market; and

e  Other Public Expenditure: payments for services which the Assembly has decided by
statute should be met directly from the NICF, for example, interest on loans from the

Noational loans Fund; judicial salaries; and the salary and pensions of the Northern Ireland
Public Services Ombudsman (NIPSO).

1.8 Appendix 1 sets out the amount of supply received by Northern Ireland (NI} departments
in 2017-18. The two largest spending depariments were the Department of Health (DoH)
and the Department for Communities (DfC), receiving supply of £4.8 billion and £4.1 billion
respectively.






Section Two:
Qualified Opinions
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Section Two:
Qualified Opinions

2.1 | am responsible for forming an audit opinion on 127 central government accounts |i.e. from
central government departments and their arm’s length bodies). In order to reach this opinion
on a set of financial statements, | must assess whether expenditure is regular and in accordance
with the intentions of the Assembly when it granted the money?.

Qualified audit opinions — Resource Accounts

2.2 Departments plan their resource and cash requirements so that they do not exceed the limits
approved by the Assembly. If one or both of these limits are exceeded, an excess vote occurs
and | qualify my opinion on the accounts and report on the circumsfances giving rise to the
excess. | will also bring the matter to the affention of the Public Accounts Committee, which
must decide whether to recommend that further grant is approved to the department involved fo
regularise the overspend. In respect of the 2017-18 accounting period, there were no excess
votes, and therefore no remedial action was required.

2.3 In the 2017-18 accounting period, 2 out of 17° resource accounts received qualified audit
opinions, compared to 11 in the previous year (Figure 3). The main reason for this decrease
was that a significant number of excess votes had occurred in the previous accounting period
following the Assembly’s dissolution in January 2017, before it had the opportunity to approve
revised limits which would have regularised the situation. With respect to the two qualified
accounts in 2017-18, the main reasons for qualification included:

* the material level of estimated froud and error in benefit expenditure, excluding stafe
pension, in 201/-18;

* 0 failure o obtain the necessary DoF approvals for £7.9 million of Renewable Heat
Incentive (RHI) expenditure; and

e £2.1 million of grant expenditure by Invest NI under the Skills Growth Programme.

2 Forming an audit opinion on a set of financial statements will include consideration of the regularify of expenditure. This is to
ensure that expenditure and income have been applied to the purposes intended by the Assembly and that the transactions
conform to the authorities which govern them.

3 Supply figures contained within Appendix 1 include superannuation and pension spend.
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Figure 3. Number of Resource Accounts receiving a qualified audit opinion

Only two resource accounts received a qualified audit option in 2018
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2014 2015 2016 2017 2018
General Report period

Source: NIAO

2.4 Figure 4 contains brief defails of all the resource accounts which received qualified audit
opinions for the 2017-18 financial year. My full reports are published separately and laid in
the Assembly.
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Section Two:
Qualified Opinions

Figure 4: Resource Accounts 2017-18 receiving a qualified audit opinion

Public Body

Nature of the qualified audit opinion and C&AG’s Report

Department for Communities

(DIC)

My regularity opinion provides assurance that payments have been
made in accordance with the authorities which govern them. | have
qualified my regularity opinion on the 2017-18 Departmental Resource
Account in respect of the material level of estimated fraud and error in
benefits expenditure, excluding State Pension.

In 2017-18, expenditure* on benefits was £5,897 million. This

comprised:

e £5,236 million - payments by the Department to social security
benefit claimants;

e £623 million = payments by the Northern Ireland Housing Executive
(NIHE) to tenants claiming Housing Benefit.  This is included within
both the NIHE's accounts and the Department's accounts; and

e £38 million — Housing Benefit payments by LPS on behalf of DoF
to claimants who own their own home. Such claimants are entitled
to apply for a rates rebate if they receive a low income and are
suffering financial hardship. This is included within both the LPS’
Trust Statement Rate Levy Accruals Account and the Department's
accounts.

The Department’s estimate of the overall level of overpayments in 2017/-
18, due to fraud and error, was in line with its 2016-17 estimate of

1.5 per cent of total annual benefit expenditure.  This equates to fofal
overpayments of £21.4 million (2016-17: £87.7 million).

The Department's estimate of the overall level of underpayments in 2017-
18 due fo official error was also in line with its 2016-17 estimate of 0.3

per cent. This equates to underpayments of benefits due to official error
of £16.9 million (2016-17: £19.7 million).

Benefits paid out due fo customer fraud were estimated fo have
increased by £3.4 million, to £55.1 million, and are now at their
highest reported level. The Department told me that the level of customer
fraud within benefit expenditure remained consistent in 2017-18 at 0.9
per cent.

htips://www.communities-ni.gov.uk/publications/dfc-annual-report-
and-accounts-year-ended-31-march-2018

4 In order to facilitate the timetable for the production of the financial statements, the Department's estimate is reported on @
calendar year rather than a financial year.



http://www.communities-ni.gov.uk/publications/dfc-annual-report-and-accounts-year-ended-31-march-2018
http://www.communities-ni.gov.uk/publications/dfc-annual-report-and-accounts-year-ended-31-march-2018
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Public Body Nature of the qualified audit opinion and C&AG'’s Report

Department for the Economy | | qualified my opinion on the 2017-18 accounts on the same grounds

(DFE) as | had qualified the 2016-17 accounts of DIE and the 2015-16
accounts of the former Department of Enterprise, Trade and Investment
(DETI), namely:

e ongoing weaknesses in controls in the non-domestic RHI scheme,
and

® expenditure incurred without the necessary approvals in place.

| was unable fo obtain sufficient evidence that the Department’s controls
over spending on the non-domestic RHI scheme were adequate to
prevent or defect abuse of the scheme. Due fo this lack of evidence,

| was unable to form an opinion on whether the expenditure on the
scheme of £21.7 million in 2017-18 had been applied for the purposes
intended by the Assembly.

Included within this expenditure is an amount of £7.9 million (36 per
cent of total RHI expenditure) on which approval had not been granted
by DoF. This arose because re-approval of the scheme from the then
Department of Finance and Personnel (DFP) was required from 1 April
2015, but not granted until the end of October 2015. During this
seven-month period in 2015-16, 788 applications were accepted onto
the scheme by DETI and since there was no approval in place from

the DoF, the resulting £7.9 million expenditure incurred in 2017-18 is
imegular. Consequently, my regularity opinion has been qualified, since
this expenditure does not conform to the authorities which govern it.

It is likely that a similar proportion of the non-domestic RHI expenditure
will continue to be irregular each year until 2037-38 when the scheme
closes, unless the DI is able to obtain refrospective approval from the

DoF.

| have reported previously on the RHI scheme, firstly in July 2016 on the
establishment and operation of the scheme, in June 2017, and again in
June 2018, providing an update on what had changed in each year.

| have also qualified my regularity audit opinion in relafion to £2.1
million expenditure incurred by Invest Northern Ireland (INI) in 2017-
18 under the Skills Growth Programme, due to DoF refusing to provide
refrospective approval for grant expenditure which had been committed
to during the period 1 January 2016 to 5 April 2018. As DfE has
overall responsibility for ensuring that approvals are obtained and
provides funding to INI through grantin-aid, my regularity opinion has
also been qualified in respect of this expenditure, as it does not conform
fo the authorities which govern it.
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Section Two:

Public Body Nature of the qualified audit opinion and C&AG'’s Report
Department for the Economy | | have also included an emphasis of matter paragraph in relation to
(DIE) uncertainties inherent in the valuation of student loans. This is not a

qualification, but it reflects the fact that changes to the assumptions
that have been made by the Department could have a very significant
impact on the student loans figure in the accounts.

https: //www.economy-ni.qgov.uk/publications /dfe-annual-report-
and-accounts-2017-18

Qualified Audit Opinions - other accounts

2.5 Since my last General Report | have qualified eight other accounts. Six were in respect of the
2017-18 accounting period, with the remainder relating to the 2016-17 accounting period
(for the purpose of this reportf, accounts which are not certified within 12 months of the end of
the accounting period are fermed ‘legacy’ accounts). Figure 5 illustrates the numbers of other
qualified accounts which were certified in the General Report periods 2014 to 2018.

Figure 5. Number of Other Accounts receiving a qualified audit opinion

Eight other accounts received a qualified audit option in 2018

Il Current year account Llegacy account

Number of qualified audit opinions

2014 2015 2016 2017 2018
General Report period

Source: NIAO

2.6 Figure 6 confains brief defails of the six other accounts which received qualified audit opinions
for the 2017-18 financial year.


http://www.economy-ni.gov.uk/publications/dfe-annual-report-and-accounts-2017-18
http://www.economy-ni.gov.uk/publications/dfe-annual-report-and-accounts-2017-18
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Figure 6. Other 2017-18 Accounts receiving a qualified audit opinion

Public Body Nature of the qualified audit opinion and C&AG's Report
Child Maintenance Service | The audit opinion on the Child Maintenance Service Client
Client Funds Account Funds Account has been qualified for a number of years and

confinues fo be qualified in respect of two issues:

* the regularity of the receipts (£5.5 million) and payments
(£5.5 million) which are based on maintenance
assessments calculated in error and are reported in the
account. These maintenance assessments have been
calculated over several years. | consider the estimated
level of error in these maintenance assessments to be
material: and

* the accuracy and completeness of the outstanding
maintenance arrears balance at 31 March 2018, as
shown in Note 6.1 to the financial statements. Due
to the inadequate audit frail, my examination of these
arrears was severely limited and | was unable to obtain
enough evidence fo satisfy myself as to the accuracy and
completeness of the outstanding maintenance arrears
balance of £61.2 million.

https://www.communities-ni.gov.uk/publications/dfc-
annual-report-and-accounts-year-ended-31-march-2018

LPS' Trust Statement — Rate | The audit opinion on the LPS Trust Statement Rate Levy Accruals
levy Accruals Account Account has been qualified for a number of years and is
qualified again in 2017-18 on regularity grounds, because

of what | consider o be exceptionally high levels of fraud and
error in Housing Benefit® expenditure.

Total Housing Benefit expenditure administered by LPS in
2017-18 was £38.2 million. Within this, the levels of fraud
and error estimated by the DIC’s Standards Assurance Unit
amounted to £4.5 million. My qualification notwithstanding, |
am pleased to note the improvements in the level of fraud and
error.

5 Housing Benefit is a meanstested benefit administered by LPS to people who own their homes and are on low incomes with
savings and capital below the £16,000 eligibility threshold. This includes, but is not limited fo, those in receipt of means-
tested benefifs, such as Job Seeker's Allowance/Income Support/Pension Credit/Employment and Support Allowance.

From September 2017, Northern Ireland infroduced a new payment for working-age people who are on low income or
out of work, known as Universal Credit. It is being rolled out across Northern Ireland on a phased geographical basis.

By December 2018, any working-age person making a new claim for social security will claim Universal Credit instead of
some of the current benefits, including Housing Benefit. In addition, a new rate rebate will provide rafes support for fenants
or home owners who are entitled to Universal Credit, although the impact of this change was minimal in 2017-18.


http://www.communities-ni.gov.uk/publications/dfc-annual-report-and-accounts-year-ended-31-march-2018
http://www.communities-ni.gov.uk/publications/dfc-annual-report-and-accounts-year-ended-31-march-2018
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Section Two:
Qualified Opinions

Public Body

Nature of the qualified audit opinion and C&AG'’s Report

LPS’ Trust Statement — Rate
levy Accruals Account

| also reported on the level of outstanding ratepayer debt at
yearend, and the amount written off inyear. The ratepayer
debt outstanding af 31 March 2018 was £125.8 million,
compared to £131.7 million at 31 March 2017. Also, the
amount written off in 2017-18 (£19.3 million) was less than
the sum written off in 2016-17 (£20.7 million). These are

encouraging developments.

In late 2015, LPS discovered and reported an incidence of
suspected fraud carried out by one member of staff. Further
investigations found that this employee misappropriated almost
£130,000, of which £98,000 has since been recovered. |
nofe that the collection of the debt remains the responsibility

of the Public Prosecution Service for Northern Ireland (PPSNI),
however, as the perpetrator’s circumstances change and
additional assets become available, the outstanding amount
should be pursued and recouped.

As part of the fraud investigation, a number of
recommendations were made. LPS has advised that of the 12
recommendations made, five have been implemented and the
remaining seven are ongoing.

https://www.finance-ni.gov.uk/sites/default/files/

publications/dfp /LPS%20Annual%20report%20and %20
accounts%202017-18.pdf

Invest Northern Ireland (INJ)

| have qualified my audit opinion on the 2017-18 INI
financial statements on the regularity of £2.1 million of
expenditure committed under the Skills Growth Programme,
during the period in which INI did not have approval from
DoF. As the Department decided not to provide refrospective
approval for grants of £2.1 million committed to during the
period 1 January 2016 to 5 April 2018, this expenditure

is irregular and has been incurred without conforming to the
authorities which govern it.

htips://secure.investni.com/static/library/invest-ni
documents/annual-report-investni-2017-2018.pdf

legal Services Agency
Northern Ireland (LSANI)

| have qualified my audit opinion on the 2017-18 financial
statements of LSANII, an Agency of the Depariment of Justice
(Da)). The audit opinions on the annual accounts of the LSANI
and its predecessor body, the Northern Ireland Legal Services



http://www.finance-ni.gov.uk/sites/default/files/publications/dfp/LPS%20Annual%20report%20and%20accounts%202017-18.pdf
http://www.finance-ni.gov.uk/sites/default/files/publications/dfp/LPS%20Annual%20report%20and%20accounts%202017-18.pdf
http://www.finance-ni.gov.uk/sites/default/files/publications/dfp/LPS%20Annual%20report%20and%20accounts%202017-18.pdf
http://secure.investni.com/static/library/invest-ni/documents/annual-report-investni-2017-2018.pdf
http://secure.investni.com/static/library/invest-ni/documents/annual-report-investni-2017-2018.pdf
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Public Body Nature of the qualified audit opinion and C&AG'’s Report
legal Services Agency Commission (NILSC), have been qualified since 2003 due
Northern Ireland (LSAN!I) to the lack of effective counter fraud arrangements and

weaknesses in the financial estimates for provisions in the
annual accounts for legal aid liabilifies.

Nevertheless, there has been substantial progress by the
LSANI in addressing the underlying issues giving rise fo the
qualifications this year. This includes significant work to
improve the provisions model and the investment of significant
resources fo develop a robust strategy o counter fraud and
error.

| have continued fo qualify the LSANI's accounts on the basis
of two limitations in scope on my work:

e there was insufficient evidence fo support the eligibility
of certain legal Aid applications and the completeness
and accuracy of payments fo legal practitioners. legal
Aid expenditure in 2017-18 was £68.8m (Civil £38.3m
and Criminal £30.5m). | have limited the scope of my
audit opinion on the regularity of expenditure because |
have been unable to obtain sufficient audit evidence to
conclude that a material amount of Llegal Aid expenditure
has not been claimed fraudulently or in error; and

* | qualified my audit opinion on the fruth and faimess
of the amount provided for legal aid liabilities due to
insufficient evidence to support the current provisions
methodologies and the judgements made when
calculating provisions.  Specifically | have concerns in
relafion fo:

— the accuracy and completeness of the numbers of legal
aid certificates; and

— the quality of management information used in the
provisions valuations.

Reforms to Improve the Governance of the Legal Aid System
| also published a report on 21 June 2016, highlighting @

range of concems in relation to the management of legal aid®.
The Public Accounts Committee published a report in January
20177, which was critical of how the legal aid budget had
been managed by the NILSC and LSANI over a number of

6 Managing legal Aid, June 2016
www.niauditoffice.gov.uk/sites /niao/files/mediafiles/ 155963 _niao_legal_aid_web_final.pdf

7 Public Accounts Committee Report on Managing Llegal Aid, November 2016.
http:/ /www.niassembly.gov.uk/ globalassets / committee-blocks /pac/pacreports/report-on-managinglegal-aid. pdf


http://secure.investni.com/static/library/invest-ni/documents/annual-report-investni-2017-2018.pdf
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Section Two:
Qualified Opinions

Public Body

Nature of the qualified audit opinion and C&AG'’s Report

legal Services Agency

Northern Ireland (LSANI)

years. | am concermned that, over two years later, the Do) and
the Agency had not taken action on all of the Committee’s
recommendations. This lack of progress was most notable in
two key areas:

— the review of contracting legal services; and

— a capability review of the Agency's leadership team,
including the Da)’s sponsorship arrangements.

https://www.justice-ni.gov.uk/sites/default/files/

publications/justice /Isani-annual-report-and-
accounts-2017-2018.pdf

Armagh Observatory and
Planetarium (AOP)

AOP has recognised heritage assefs with a value of £1.2
million in its financial stafements as at 31 March 2018.

This is based on a 2010 valuation provided for insurance
purposes. Since that time, AOP has not sought fo update

the valuation. As a result, | was unable to obtain sufficient,
appropriate audit evidence to support the amount of £1.2
million included on the Balance Sheet in respect of these assets
and to confirm the existence and completeness of the heritage

assefs as at 31 March 2018.

https://armagh.space/corporate/governance/

Northern Ireland Housing

Executive (NIHE)

Estimated Levels of Fraud and Error in Housing Benefit
Expenditure

The audit opinion on the regularity of financial transactions in
NIHE's accounts has been qualified due to significant levels of
estimated fraud and error in housing benefit expenditure.  Total
housing benefit expenditure in 2017-18 was £647.8 million
(£674.5 million in 2016-17). The Standards Assurance Unit
in DIC has estimated that:

® overpayments of housing benefit expenditure due fo fraud
and error were £22.9 million (3.7 per cent) compared to

£28.7 million (4.3 per cent] in 2016-17; and

* underpayments due to official error were estimated to be
£3.6 million (0.6 per cent] compared to £3.4 million
(0.5 per cent) in 2016-17.



https://www.justice-ni.gov.uk/sites/default/files/publications/justice/lsani-annual-report-and-accounts-2017-2018.pdf
https://www.justice-ni.gov.uk/sites/default/files/publications/justice/lsani-annual-report-and-accounts-2017-2018.pdf
https://www.justice-ni.gov.uk/sites/default/files/publications/justice/lsani-annual-report-and-accounts-2017-2018.pdf
https://armagh.space/corporate/governance/
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Public Body Nature of the qualified audit opinion and C&AG'’s Report
Northern Ireland Housing | nofe that the Accounting Officer has provided comprehensive
Fxecutive (NIHE) defail on the wide range of measures being undertaken to

prevent and defect fraud and error in housing benefit in his
Annual Governance Stafement.

Planned Maintenance Expenditure

During 2017-18, NIHE spent a total of £103 million on
planned maintenance work. In previous years’ audits, | had
qualified my regularity audit opinion in this area. This was
because NIHE was unable to provide me with sufficient
evidence relafing fo the proper operation of controls relating
fo work carried out by confractors on planned mainfenance
programmes.

NIHE's Technical Inspection Unit (TIU) carries out a programme
of inspections over the planned maintenance work. This
inspection work provides assurance fo the Audit Committee
and Board. Due fo the technical nature of the mainfenance
work, | too rely on this inspection work. Having considered
the festing carried out by my own staff, the inspection reports
prepared by TIU and the assurances provided by both Infernal
Audit and the DIC's Housing Regulation Branch, | concluded
that | was in a position to remove the qualification which
previously applied to planned maintenance expenditure.

Whistleblowing Matters

* Human Resources
In my 2016-17 Report, | highlighted that the DIC’s Infernal

Audit Unit had investigated anonymous whistleblowing
allegations. Some of these related to Human Resources (HR).
In November 2017, NIHE told me that its own Internal Audit
Unit would review HR and ... provide an overall assessment
and make recommendations for further improvement to ensure
compliance, at all levels within the Housing Executive.’

In 2017-18, NIHE Internal Audit carried out two reviews. The
first was an overall review of the HR function and the second
on the use of agency workers by NIHE.

With regard to the review of the HR function, Internal Audit
gave a limited Opinion® and provided a number of important

8  Llimited Opinion is defined as " significant weaknesses within the governance, risk management and control framework
which, if not addressed, could lead to the system objectives not being achieved'.
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Section Two:
Qualified Opinions

Public Body

Nature of the qualified audit opinion and C&AG'’s Report

Northern Ireland Housing

Executive (NIHE)

findings and recommendations. NIHE advised me that the
HR team had established an action plan to address the issues
identified within the Infernal Audit Review.

e Agency Workers

Agency workers are used fo provide cover for a temporary
staff need within NIHE. NIHE has two confracts in place

with a tofal value of £62.4 million. Agency workers’ costs
are 11 per cent of the total direct staff costs incurred. In my
report last year, | commented on the number of agency sfoff
employed for periods which would seem fo be longer that the
word “temporary” would suggest. | noted that NIHE needed
fo demonstrate it was achieving value for money by employing
this number of agency workers over this extended timeframe.

Whilst Infernal Audit was able to provide a satisfactory
opinion in respect of agency workers, it did raise concerns
over cerfain aspects of the management of the two contracts,
with recommendations on how this could be improved.

NIHE has advised me that Internal Audit confirmed actions
required fo close off these recommendations are now
complete.

¢ Grounds Maintenance

In my 2016-17 report, | noted NIHE was investigating two
separafe whistleblowing allegations in respect of grounds
maintenance. These were received in May 2015 and April
2016. As there was some overlap in the issues raised, NIHE
delayed finalising the earlier allegation pending its review of
the later one. NIHE fold me that ifs review of these allegations
became ‘enormously resource-hungry’ due to having fo visit
and remeasure thousands of plots of land. It also told me

it had established there was no fraud involved. The work
then focussed on identifying and recfifying a long-standing
data issue and providing clarity on confract management
procedures and associated compliance.

| am concemed that the review of grounds mainfenance
whistleblowing allegations remained to be completed two
to three years affer the allegations were made. If public
confidence in NIHE to deal with whistleblowing matters
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Public Body Nature of the qualified audit opinion and C&AG'’s Report
Northern Ireland Housing is fo be maintained, it is essential that reviews info allegations
Executive (NIHE) are completed in a timely manner.

The full text of my report on the 2017-18 financial statements
can be found at: https://www.nihe.gov.uk/About-Us/Our-
Mission-Vision/Our-annual-reports

2.7 Figure 7 provides some background on the two legacy accounts which received qualified audit
opinions.

Figure 7: Legacy accounts receiving a qualified audit opinion

Public Body Nature of the qualified audit opinion and C&AG's Report
LPS" Trust Statement — Rate | The audit opinion on the LPS Trust Statement — Rate Levy
levy Accruals Account Accruals Account has been qualified for a number of years
201617 and is qualified again in 2016-17 on regularity grounds,

because the levels of fraud and error in Housing Benefit
expenditure continue to be material.

Total Housing Benefit expenditure administered by LPS in
2016-17 was £39.2 million. Within this, the levels of fraud
and error estimated by the DIC’s Standards Assurance Unit
amounted to £5.8 million.

| also reported on the level of outstanding ratepayer debt

at yearend and the amount written off in-year. The level of
ratepayer debt has fallen for the fourth consecutive year from
£142.7 million at 31 March 2016 to £131.7 million at 31
March 2017. The debt written off in-year has also fallen from
£28.6 million in 2015-16 to £20.7 million in 2016-17,
however the impairment of debt rose by £1.4 million in-year
from £35.2 million at 31 March 2016 to £36.6 million

at 31 March 2017. ltis encouraging that both the overall
level of ratepayer debt and the levels of write-offs have fallen
significantly in-year.

https://www.finance-ni.gov.uk/sites/default/files /

publications/dfp/LP5$%20Annual%20report%20and%20
accounts%202016-17.pdf



https://www.nihe.gov.uk/About-Us/Our-Mission-Vision/Our-annual-reports
https://www.nihe.gov.uk/About-Us/Our-Mission-Vision/Our-annual-reports
http://www.finance-ni.gov.uk/sites/default/files/publications/dfp/LPS%20Annual%20report%20and%20accounts%202016-17.pdf
http://www.finance-ni.gov.uk/sites/default/files/publications/dfp/LPS%20Annual%20report%20and%20accounts%202016-17.pdf
http://www.finance-ni.gov.uk/sites/default/files/publications/dfp/LPS%20Annual%20report%20and%20accounts%202016-17.pdf
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Section Two:
Qualified Opinions

Public Body Nature of the qualified audit opinion and C&AG'’s Report

Armagh Observatory and AQP has recognised heritage assefs with a value of £1.2
Planetarium (AOP) 2016-17 | million in its financial statements as at 31 March 2017. This is
based on a 2010 valuation provided for insurance purposes.
Since that time, AOP has not sought to update the valuation.
As a result, | was unable to obtain sufficient, appropriate audit
evidence to support the amount of £1.2 million included on
the Balance Sheet in respect of these assets and to confirm the
existence and completeness of the heritage assets as at 31
March 2017.

https://armagh.space/corporate /governance

Outstanding Accounts

2.8 In previous General Reports, | have referred to accounts which should have been covered by my
Report's scope, but where certification of the financial statements has not occurred. In my current
Report, four accounts remained outstanding |i.e. uncertified) at 31 March 2019, as the financial
yearend in each case has been more than 12 months ago.

2.9  Inmy 2017 Report, | noted that the 2014-15 and 2015-16 financial statements of the Sports
Council for Northern Ireland (Sport NI} were outstanding, as a result of accounts of insufficient
quality being prepared and submitted for audit.  Cerfification has still not taken place in either
case and, with the passage of time, the backlog of Sport NI's financial statements has extended
fo include later years. In order to draw this matter to a close, | have asked the organisation fo
submit its financial statements in their current form for 2014-15 and 2015-16, in order to allow
me to form my opinion on them. Once complete, | will be tuming my affention to any subsequent
financial statements submitted. With regard to the governance issues present in Sport NI since
2015, linfend to publish a full (and separate| report on these matters later in 2019,

Conclusion

2.10  Most central government departments and their arm’s length bodies have continued to
produce good quality accounts for audit scrutiny, resulting in unqualified audit opinions. This
Report records the qualification of 10 accounts. As in previous years, the type and nature of
qualifications are usually indicative of weaknesses in infernal control and compromised entfifies’
ability to provide sound accountability to the Assembly.



https://armagh.space/corporate/governance/

Section Three:
Public Interest reporting on unqualified accounts
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Section Three:
Public Interest reporting on unqualified accounts

3.1 Section Two covered my reporting on resource and other accounts which received qualified
audit opinions. In Section Three | summarise the public interest reports which | prepared
on accounts which received unqualified audit opinions at certification during the 2017-18
accounting period — see Figure 8.

Figure 8. Accounts receiving an unqualified audit opinion and with an associated
public interest report

Public Body Nature of the C&AG's public interest report

Education Authority (EA) The Education Authority is responsible for the provision of
education and youth services in Northern Ireland.

lts two sponsoring departments (DE and DfE) sef annual
budgetary limits for the EA which should not be exceeded
without prior approval. However, in 2016-17, the Education
Authority overspent by £19.1 million compared with its total
budget allocation for the year. This overspend related to
schools’ delegated budgets; Special Educational Needs and
schools maintenance.

| am both disappointed and concerned about this overspend
and | intend fo keep this area under review, looking fo see
what lessons have been learnt and how the EA strengthens its
ongoing financial management arrangements.

f:les/ EA%202016-17 620-%20Reporr%200%20the%20

CAG%20-%20FINAL pdf

Northern Ireland Fire and In relation to reports produced by the Infernal Audit function
Rescue Service (NIFRS) of the NIFRS, | continue to have concerns over both the
number of recommendations made which have not been fully
implemented, and the extended period of time over which the
majority of these have remained outstanding.

While | welcome NIFRS' progress with implementation in
recent years, certain outstanding recommendations, including
procurement and infegrated risk management, could leave the
organisation vulnerable to risks from internal control failures —
these now require resolution in the shortterm.

https://www.nifrs.org/wp-content/uploads/2018/07/
NIFRS-Annual-Report-2017-18.pdf



http://www.niauditoffice.gov.uk/sites/niao/files/media-files/EA%202016-17%20-%20Report%20of%20the%20CAG%20-%20FINAL.pdf
http://www.niauditoffice.gov.uk/sites/niao/files/media-files/EA%202016-17%20-%20Report%20of%20the%20CAG%20-%20FINAL.pdf
http://www.niauditoffice.gov.uk/sites/niao/files/media-files/EA%202016-17%20-%20Report%20of%20the%20CAG%20-%20FINAL.pdf
http://www.nifrs.org/wp-content/uploads/2018/07/NIFRS-Annual-Report-2017-18.pdf
http://www.nifrs.org/wp-content/uploads/2018/07/NIFRS-Annual-Report-2017-18.pdf
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Public Body Nature of the C&AG's public interest report
Police Service of Northern | The PSNI is responsible for managing the firearms licensing
Ireland (PSNI) regime in Northern lreland.

A paper-based system for firearms licensing applications
operated until January 2017, when a new online system was
infroduced, with the infention of contributing to more effective
and efficient service delivery. The two systems operated in
parallel until July 2018. | identified four main issues:

* the existence of significant delays in processing;
* inadequacies in performance reporting;

* dual systems not confributing fo effective performance to
date as intended: and

* the need fo move towards full cost recovery.

| recommended PSNI develop plans fo address each of the
issues identified, and action them.

https://www.niauditoffice.gov.uk/publications/firearms-
licensing-northern-ireland

Agrifood and Biosciences | My audit of AFBI's 2016-17 accounts highlighted failures in
Institute (AFBI) governance within the organisation which involved funding
from the Centre for Innovation and Excellence in Livestock

(CIEL).

Despite no eligible expenditure having been incurred, AFBI
issued three sales invoices fofalling £0.5m to CIEL during
2015-16, with a further proforma invoice for £1.267 million
issued in 2016-17. AFBI provided these invoices in order for
CIEL to secure funding in advance of year end deadlines for
eligible spending. The invoices were intended to ensure that
AFBI would be able to maximise funding in future years.

My report raised a number of significant matters, and in my
view these represent evidence of behaviour and standards that

fall far short of those a public body should display.

AFBI identified a number of actions to ensure that there is no
recurrence of the matters raised in this report, and | will be
keeping this under review.

https://www.niauditoffice.gov.uk/publications/agri-food-
and-biosciences-institute-2016-17



http://www.niauditoffice.gov.uk/publications/firearms-licensing-northern-ireland
http://www.niauditoffice.gov.uk/publications/firearms-licensing-northern-ireland
https://www.niauditoffice.gov.uk/publications/agri-food-and-biosciences-institute-2016-17
https://www.niauditoffice.gov.uk/publications/agri-food-and-biosciences-institute-2016-17

26 Financial Audifing and Reporting: General Report by the Comptroller and Auditor General for Northern Ireland — 2018

Section Three:
Public Interest reporting on unqualified accounts

Public Body Nature of the C&AG's public interest report
Northern Ireland Social Fund | | did not qualify my audit opinion on the reported level of
(NISF) estimated errors in Social Fund benefit expenditure in 2016-

17 as | had in previous years.

| qualified my audit opinion on the NISF 2015-16 accounts
because of significant levels of error in Social Fund benefit
expenditure (except for Winter Fuel and Cold Weather
payments, which are considered less susceptible to error).

However, as there have been consistent reductions in the
levels of error in benefit expenditure reported by DfC since
2013-14, this did not lead to a qualification of the 2016-17

account.

Northern Ireland Social Fund
(NISF)

Nonetheless, | will continue to keep the estimated level of
error in Social Fund payments under review and consider the
implications for my audit opinion should this increase in the
future.

https://www.communities-ni.gov.uk/sites /default/files
publications/communities /dfc-social-fund-account-year-
end-31-march-2017.pdf



http://www.communities-ni.gov.uk/sites/default/files/publications/communities/dfc-social-fund-account-year-end-31-march-2017.pdf
http://www.communities-ni.gov.uk/sites/default/files/publications/communities/dfc-social-fund-account-year-end-31-march-2017.pdf
http://www.communities-ni.gov.uk/sites/default/files/publications/communities/dfc-social-fund-account-year-end-31-march-2017.pdf

Appendices
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Appendix One:
Northern Ireland Supply Figures by Department

Department 2017-18 2016-17
P Supply £m Supply £m

DoH 4,848.1 4,635.0
DfC 4,149.8 4,093.4
DE 2,342.7 2.344.8
Do) 1,191.0 1,269.3
DfE 1,112.0 1,168.8
Dff 807.1 772.9
DoF 302.0 244.3
DAERA 239.7 239.0
TEO 142.3 64.0
NIAC 33.1 38.0
PPSNI 31.3 33.9
FSA 8.3 7.9
NIAO 7.6 7.7
NIAUR 2.9 1.4
NIPSO 2.3 2.2
TOTAL | 152202 | 149226 |

Note: Compared fo the overall 2016-17 Supply figure of £14,922.6 million, an additional 2 per cent
of Supply was issued in 2017-18.
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NIAO Reports 2018 and 2019

Title Date Published
2018

Continuous improvement arrangements in policing 27 February 2018
Type 2 Diabetes Prevention and Care 06 March 2018
Financial Auditing and Reporting: General Report by

the Comptroller and Auditor General for Northern Ireland - 2017 13 March 2018
Speeding up justice: avoidable delay in the criminal justice system 27 March 2018
Performance management for outcomes: A good practice guide for

public bodies 15 June 2018

The National Fraud Initiative: Northern Ireland 19 June 2018

Llocal Government Auditor’s Report — 2018 04 September 2018
Firearms Licensing in Northern Ireland (website only) 27 September 2018
The Financial Health of Schools 16 October 2018
The UK Border: How prepared is Northern Ireland for exiting the

EU? (website only) 26 October 2018
The Social Investment Fund 08 November 2018
Eradicating Bovine TB in Northern Ireland 27 November 2018
General Report on the Health and Social Care Sector 18 December 2018
2019

Welfare Reforms in Northern Ireland 17 January 2019
Structural Maintenance of the Road Network 26 March 2019
Follow-up reviews in the Health and Social Care Sector:

Locum Doctors and Patient Safety 09 April 2019
Making parinerships work: A good practice guide for public bodies 30 April 2019
Mental Health in the criminal justice system 14 May 2019
Public Reporting Standards (website only) 29 May 2019

Management of the NI Direct Strategic Partnership Project:
helping to deliver Digital Transformation 14 June 2019

Local Government Auditor’s Report = 2019 18 June 2019
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