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1. Executive Summary

Internal control in the public sector must be understood within the context of the specific characteristics
of the organisation i.e. the focus on meeting social and/or political objectives; the proper use of public
funds; the importance of the budget cycle; the complexity of performance and the corresponding broad
scope of public accountability. A solid internal control framework is required to underpin these
organisational operations and set the keystone to good governance.
The HSE’s system of internal control is intended to provide a framework which promotes best practice
throughout the organisation, safeguards the assets of the HSE and plays an important role in preventing
and detecting fraud and protecting the organisation's resources. It is a means by which an organisation's
resources are directed, monitored, and measured. It is the means by which management is ensured that
they are not unnecessarily exposed to avoidable financial risk and that financial information within the
business and for publication is reliable.
Effective internal control assists the organisation achieve its operations, internal and external financial
reporting and compliance objectives. Effective internal controls is a built-in part of the management
process to plan, organise, direct and control the business thus keeping the organisation on course
towards its objectives and the achievement of its mission. The system of internal controls in the HSE
cannot ensure success of these objectives, rather it is designed to provide reasonable assurance
regarding the achievement of the set down goals. Reasonable assurance is the concept that
acknowledges that the HSE control systems shall be maintained and developed where required to provide
management with the appropriate balance between risk of a certain business practice and the level of
control required to ensure business objectives are met. Effective internal control implies that the HSE
adopts best practice, generates reliable financial reporting and complies with the laws and regulations
that apply to it.
There is growing appreciation that effective internal control does not evolve naturally. It requires
concerted effort on an ongoing basis from all staff in the organisation. Because internal control serves
many important purposes, there are increasing calls for better internal control systems and report cards
on them. This report undertook to perform a formal internal review of the control framework within the
HSE with the goal of ascertaining its overall effectiveness.
The review examined the key processes in place across the HSE which are in place to provide an effective
internal control environment. This review was completed in accordance with the methodology set out
below:
⇒ Controls Assurance Statements completed by senior management to Grade VIII (or equivalent)
level. This had regard to the material risks that could affect the HSE, the methods of managing
those risks, the controls that are in place to contain them and the procedures to monitor them.
⇒ Results and findings of structured bilateral interviews with a cross section sample of
approximately 100 managers and heads of service and their responses to an internal controls
questionnaire completed during each interview;
⇒ Internal Audit reports;
⇒ Reports and management letters of the Comptroller and Auditor General;
⇒ The 2010 audit programme of the Comptroller and Auditor General and in particular, the audit
risk identified therein;
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⇒ Assessment of the progress against the implementation of recommendations contained in
previous Internal Audit reports and reports of the Comptroller and Auditor General;
⇒ internal news /media releases;
⇒ Board Minutes ;
⇒ CEO Reports ;
⇒ External Reviews / Reports:

The report findings are in the main discussed under the following control categories:
1. Control Framework
2. Control Environment General
3. Control Environment Financial
4. Control Activities
5. Planning and Performance
6. Monitoring
7. Compliance with State Directives
8. Risk Management
9. Value for Money
10. Induction, Training and Development
11. Communication and Information
12. Internal Audit Arrangements
13. External Audit Arrangements
Where control deficiencies or exceptions were encountered in performing tests on the operating
effectiveness of controls management displayed sharp focus and progress in control revaluation and
correction plans. However, where appropriate correcting and monitoring mechanisms were not observed
this report has specified recommendations for establishing such mechanism and/or measures for
enhancing the existing remedial actions. These recommendations are as set out below:
1.

The HSE’s Framework for Corporate and Financial Governance has been reviewed to
ensure that it meets with all the requirements as set out in the Code of Practice for the
Governance of State Bodies. A comprehensive suite of policies and procedures is in place:
this is fundamental basis for good governance and control. These documents will be
available on the HSE Intranet in an easy to access format. It is recommended that
progress be made on this data-site in 2011 and that a medium for a nationwide
communication model be initiated that will provide all HSE staff with information on their
responsibilities under the Code together with future direction on its implementation in
their area of responsibility. It is also recommended that a tool is developed to ensure
mandatory awareness of staffs Compliance with Policies and Procedures in the
framework model.
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2.

The CEO reiterated in a memo in 2010 to his National Management Team the importance
of his role as Accounting Officer and requested their support in the continued
development of effective financial governance and control within the HSE. In line with
the Torpey Report recommendation there is a requirement to change the reporting
relationship of staff, who are currently working in finance functions within the service
areas, to the Finance Directorate. This is a central element in ensuring the discharge of
the CEO’s role as accounting officer. 2010 saw the change in the job description of the
National Director of Finance in this regard. This allows for greater coherence in the
management of the finance function throughout the organisation, and in time enables
finance people to be freed up to support the development of financial decisions support
units at regional levels. The change is not with out challenge in 2010 and into 2011 but its
implementation has the full support of the CEO and his national management and the ISA
Regional Directors of Operations. It is noted that the moves made in 2010 are significant
steps towards finalising the new financial model. It is recommended that this process is
brought to its conclusion in 2011 to facilitate cohesive planning and actioning within the
New Finance Directorate Configuration

3.

The lack of a HSE National Information Systems restricts the flow of relevant information
on a timely and consistent basis. The extent to which manual, rather than automated,
systems are still being extensively used increases the risk of manual override of controls.
Recent reviews in inventory and logistics management have concluded that the absence
of a single integrated national system is a fundamental constraint to the achievement of
cost effective services.
The HSE submitted the business case for a National Financial and Procurement System to
the Department of Health and Children on 23 June 2010. Due to the nature and scale of
this project, and in accordance with Dept. of Finance Circular 02/09, this project is
deemed subject to the standard peer review process for IT projects in the public sector.
The peer review process has three stages: Business Case Review; Tender Evaluation
Review; Contract Review. The peer review group have now been selected and the
Business Case Review stage has commenced with the HSE. The timeline associated with
completion of each stage is outside the direct control of the HSE. Peer review process is
estimated to take 12 months or longer.
The current risks posed by the absence of such systems in both the Finance, Procurement
and HR areas has been identified and are managed effectively by those functions with
local and corporate information being consolidated and reported on a timely and
accurate basis through careful planning. 2010 say further modifications to the AFS, Vote
and CRS systems to deliver as much as possible in advance of the national system. In light
of the knowledge that the national system is not an imminent deliverable it is
recommended that in 2011 all systems be reviewed as to their deliverable capability and
modified where appropriate to meet their reporting requirements.

4.

The Report of the Expert Group on Resource Allocation and Financing in the Health
Sector was published in 2010 and made a number of recommendations regarding
changes to the method of funding services. In line with these recommendations, the
Prospective Funding programme has been established in the HSE to pilot a change in the
funding of hospitals from the historical block grants to a procedure-based methodology.
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The programme has focussed on a number of elective orthopaedic procedures for
funding across selected hospital sites. The objectives of the programme are to reduce the
per capita cost of the treatments concerned and so have more patients treated for a
given quantum of funding. As the work is concerned with a fundamental shift in how
hospitals are funded, the programme will also aim to improve the understanding of the
risks involved in such a change, so that improved mitigating strategies can be developed
to support a wider roll out of the change. It is recommended that this project be
accorded the highest priority to achieving its deliverable in the targeted date of Q2 2011.
5.

There has been considerable delay in developing the HSE’s ICT infrastructure. Large-scale
ICT projects inevitably involve protracted planning, procurement and implementation
phases. The risks inherent in such projects are magnified when an organisation is also
attempting large-scale business change. In these circumstances, it is important that the
HSE develops a clear ICT strategy that is fully aligned with its transformation and
reconfiguration objectives and puts appropriate ICT governance arrangements in place.

6.

An email was communicated to the business in March 2011 regarding the new national
Tender for Agency Staff. It was outlined that the contracts are exclusive and operational
for a set of staff categories from the 14th March 2011 and that there is no authorisation
for any HSE staff to use an Agency outside of the Agency formally contracted for a
particular staff category. In order to achieve the significant financial benefits possible
from such contracts, the HSE must ensure that it complies with the exclusive nature of
the contracts. This will require management support nationally, regionally and locally. It
is recommended that the drawdown off this contract be monitored to assess compliance.

7.

It is recommended that the process of formalising the relationship of the HSE with its
Subsumed Agencies is concluded in 2011. For all entities subsumed into the HSE it is
important to monitor the transition in terms of the culture change required of the
organisation to reflect their integration into the governance framework in the HSE. It is
recommended that formal induction training in governance and control is given to staff
of all subsumed entities to ensure their comprehensive assimilation into HSE’s culture
and practices.

8.

An External Communication Protocol is established between the Comptroller and
Auditor General’s (C&AG) Office Director of Audit and his team and the HSE Finance
Directorate to discuss audit plans/queries and items of mutual interest. The parties
continue their close working relationship with regular direct contact. Non adherence to
the communication protocol has in the past resulted in process failures. Where a special
query arrived from the C&AG’s Special Investigation Unit to HSE Procurement regarding
Department of Finance Circular 40/2002 neither the Finance Directorate nor the CEO’s
office was informed, as required by the protocol. It is recommended that communication
protocols be adhered to, to ensure that all relevant parties are notified of all queries from
the Office of the C&AG, to protect against the risk of an inadequate HSE response.

9.

NFR-05 Travel and Subsistence, NFR-15 Other Staff Costs were launched in 2009. The
standardisation of the practices and directives in these areas promotes the accurate and
appropriate payment of such expenses and allowances. There is evidence of some local
arrangements where the HSE paid travel and subsistence costs using rates which were at
variance with rates approved by the Department of Finance and not in compliance with
the principle of reimbursement of expenses necessarily incurred on official business. All
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such arrangements must be regularised. It is recommended that the HSE initiate a review
in 2011 of all Travel and Subsistence Allowances and certify that payments are in line
with relevant circulars and guidelines issued by the Department of Finance.
10. To address the issue of the management of Payroll Overpayments a national payroll
working group, with representatives from each of the ten payroll locations, commenced a
project in Q1 2010 for initiating standardised national reporting and management
protocols on area payroll overpayments. It is recommended that this project is accorded
the highest priority to achieve conclusion in 2011. It is also recommended that the local
Line Managers ensure that payroll processes in their area of responsibility comply with
National Financial Regulation-03 Payroll, and National Financial Regulation-04 Payroll
Overpayments and Underpayments.
11. A full suite of National Financial Regulations (NFR) covering all processes mitigates
against lack of control on financial processes and procedures, which could lead to
exposure to fraud, material misstatements, inconsistency in current best practice, Value
for Money exposure and inefficient use of resources. The development and maintenance
of the HSE’s suite of National Financial Regulations is a dynamic and continuous process,
with new regulations and updates to existing regulations issued periodically in response
to new or emerging requirements. The continual training of staff in their responsibilities,
coupled with a rolling programme of compliance monitoring has particular importance in
2010 and going forward in 2011 in view of continuing restructuring and reconfiguring of
posts, people and services under the Integrated Services Programme and arising from the
VER/VRS Exit Schemes.
12. Delays in resolution between the HSE and Government Departments in terms of
outstanding approvals/decisions leave the HSE exposed to financial and reputational risk
where HSE business continues to operate without the necessary sanctions and approvals.
It is recommended that the HSE put formal agreed interface protocols in place with the
Department of Health and Children (DoH&C) and Department of Finance (DoF) in relation
to finalising issues such as the DoF Sanction Framework for the HSE, Consultant Type A
Income and Refund of Extra Exchequer Receipts.
13. An increasing level of expenditure is being coded through HSE Corporate ledgers. While
the oversight and management of expenditure is well structured in the four HSE Regions,
in part due to the legacy structures in place for Health Boards, the Finance Support
functions (both management accounting and financial accounting) for Corporate are not
similarly developed. Lack of oversight may lead to lack of control of financial processes
and procedures, leading to exposure to overspending, fraud, material misstatement and
is inconsistent with best practice, Value for Money and efficient use of resources. There is
a need to recruit accountants to the centre of the HSE to support the ongoing subsuming
of health agencies and the increasing requirements placed upon finance in addressing the
substantial changes in the organisation structure of the HSE. It is recommended that a
formal case is made to HR in this regard to support this requirement.
14. In 2010 the HSE published the first national review of GP out of Hours Services around
the country since the commencement of publicly funded GP Cooperatives in 1999. The
report found that there were almost 1 million contacts with GP out of hours services in
2008. The report was conducted to review the local arrangements that have developed
over this 10 year period to see what works well for patients and to identify where greater
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value for money can be achieved to ensure the continued provision of service and the
development of the service in parts of the country which do not currently have a GP out
of hours service. The report makes 13 recommendations designed to strengthen and
standardise the GP out of hours service across the country. The report was presented to
GP co-operatives and has been given to the HSE’s Regional Director of Operations.It is
recommended that a formal action plans as outlined in the NSP 2011 are stringently
progressed and the report recommendations implemented in the set timeframes.
15. NFR-21 Consultants’ Private Practice sets out the mechanism for remittance of excess
private practice fees. In summary, the regulation provides that all private fee income in
excess of the prescribed limits will be refunded. There has been limited progress in that
the HSE has collected no private fee income from consultants who are exceeding their
permitted private practice levels. During 2010, steps were taken to recover the income,
with 35 consultants with private practice in excess of the authorised limits having
received letters from the HSE seeking remittance of their excess private practice income.
Final invoices have issued to 9 consultants in excess of private practice limits on or before
28th February 2011. It is recommended that this provision be closely monitored and
income recovery targets pursued in 2011.
16. HSE managers are fully aware of the governance and control framework in the
organisation and are committed to performing their role in its maintenance and
monitoring. Managers are faced with an increasingly hard task to ensure that sufficient
procedures are in place given the effects of the moratorium and the exit schemes. The
HSE is finalising an assessment of the impact of the recent Voluntary Early Retirement
(VER) / Severance Schemes (VRS) for management and administrative grades and
support staff to establish if it has resulted in a shortage of staff to deliver upon the key
control requirements of the HSE. Any shortfall cannot be addressed in the present
employment control framework. There is an added risk the staff targeted under the exit
schemes has led to the departure of key officers both in terms of the loss of their posts
and the diminution of expertise in their area of accountability and control. A formal
redeployment process is underway by HR, the results of which will be finalised in early
2011. Contingency plans are being put in place to ensure the continuation of core health
and support services during this period of unprecedented reduction in administrative
staff. This will require significant redeployment / reassignment of remaining staff and
reconfiguration and integration of support functions and services in order to minimise
the impact on front line services. It is recommended that areas continue to monitor the
effect of the moratorium and the exit schemes on the effective operations of their
business and pursue a robust workforce plan to ensure minimal risk to the continuity of
the business activities.
17. While it is evident that individual managers strive to achieve their VfM targets it is
perceived that the individual units are not identifying with the national structure in terms
of behaving as a single entity and securing significant leverage in the contracts market.
The range of VfM reductions agreed for 2011 includes a category for Procurement and
Category Management with proposed savings of €78m within the relevant headings to
reflect the significant focus being given to maximising the market management and
supplier engagement towards accelerating the planned multi-year procurement and
contracts management programme. It is recommended that the progress of this cost
reduction programme be keenly monitored and benchmarked against set targets.
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18. The Nursing Home Support Scheme-Fair Deal commenced in 2009 and will replace the
former Nursing Home Subvention Scheme and the “Contract Beds” system.
During 2010 the Finance Directorate commissioned an External Financial Review of the
Nursing Home Support Scheme payment process. It is recommended that the final report
recommendations coming out of that review are acted upon as a matter of urgency in
order to minimise the risk inherent in this new scheme.
19. At the end of December 2010, the national register contained details of 3,958
(€3,345,551,142), individual non-statutory funding arrangements with Funded External
Agencies. At that date, 3,279 agencies 87.25% had completed governance
documentation in place. The value of the signed agreements was €3,092 million, 92.43%.
While this is a significant achievement, progress continues to be made with outstanding
agencies, and the 2011 work plan will provide additional focus on early completion. A
review of the standard documentation will take place in 2011 together with the funded
agencies. Strategic developments are also underway to ensure that the governance
framework continues to evolve beyond the current standardisation of documentation.
It is recommended that this project be accorded the highest priority towards achieving a
100% formal agreement sign-up rate for funded agencies.
20. The restructuring under the Integrated Services Programme is not without its challenges
and evidence in particular from the 2010 interviews conducted which suggest a lack of
clarity in terms of staff perception of their positioning within the new structure and of
reporting arrangements in relation to financial management, budgetary controls and
employment controls. There is also a marked decrease in the availability of written policy
and procedures manuals and the communication of same to the business. In this time of
uncertainty within a complex operating environment, significant challenges are being
encountered with staff co-ordination, centralisation of functions and continuity of
management controls it is recommended that areas produce Local Guidance Manuals
that reflect national policies but are specific to the operations and the staff structure of
the local business especially where changes have recently occurred.
21. The HSE has a statutory requirement to charge private patients who opt for private care
in public hospitals. There continues to be a less than optimal trend of income recovery
from privately treated patients and substantial delays in collecting debts. The timeliness
of Collection of Maintenance Charges due from private patients and the causes for delay
are high priority issues for the HSE. There is an onus on the HSE to improve its collection
rates of patient income. There was a key focus in 2010 around the reduction of the
backlog of claims to be submitted to the Private Health Insurers. The process resulted in
the amount owed for Private Income decreasing by €19m over the four month period i.e.
achieved 95% of the target. It is recommended that the momentum achieved in 2010 is
built upon in 2011 to achieve targeted deliverables.
22. A return under a Single Tax Number is not currently possible without a large scale
manual intervention to consolidate tax returns which are output by the multiple payroll
sites, post-processing. Given the inherent risks and inefficiencies of such manual
intervention, along with the Revenues zero-error tolerance, this course of action is not
practical. The long term solution is a single organisation wide payroll system. In the
meantime, an incremental process is underway to reduce the number of payrolls over
time. PPARS payrolls are now consolidated under one processing point. As part of the
discussions with Revenue a business case has been put forward by the HSE to run a single
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tax number using one of the HSE existing numbers. This business case is still under
consideration. It is recommended to plan further deliberation for 2011 to progress the
case.
23. Department of Health and Children circular 13/72 provides that ‘where a doctor lives
and practices in a centre with a population of less than 500 and where there is not a town
with a population of 1500 or more within a three mile radius of that centre’ the doctor is
entitled to Rural Practice Allowance (RPA). There is evidence that number of doctors
presently in receipt of the allowance may no longer comply with the conditions of this
policy. A review of each case where a Rural Practice Allowance is paid is currently
ongoing. It is recommended that this review determine the continuing eligibility of
doctors in receipt of the allowance and that PCRS is duly notified of the outcome of this
review to facilitate withdrawal of the allowance in respect of doctors who no longer
comply with circular no.13/72 above (where applicable).
24. A national Taxation Compliance Framework has been put in place within the Finance
directorate to support the business in complying with tax law and a national level
relationship has been established with the Revenue Commissioners. The taxation affairs
of the HSE are being managed centrally, through the AFS and Governance Unit of the
Finance Directorate. Revenue has nominated an official at Principal Officer level to
interface with the HSE on a national basis. The HSE is working together with Revenue
with the purpose of achieving the highest possible level of compliance across the taxes
for which the HSE needs to account. The overall engagement and the action plans are
intended to create, over reasonable timeframes, a momentum leading to rolling internal
review of tax risk and to voluntary disclosure of any liabilities detected. This will also lead
to clarification of interpretation and practice and to the opportunity to ensure consistent
application of tax law across each HSE Area. The engagement with Revenue has resulted
in a heightened awareness within the HSE of effective tax risk management as an
important aspect of good corporate governance. It is recommended that the internal
reviews of tax risk continue to be accorded the highest priority in 2011 project planning
in all directorates.
25. The HSE Controls Handbook has significant potential in its clarification of the Governance
and Controls framework that operates throughout the HSE. The Controls Handbook was
initially launched in 2008 and issued in conjunction with the annual Controls Assurance
Programme (CAS) which was cascaded down to Grade 8 level in 2010. The handbook was
reviewed in 2010 in line with the HSE’s Framework for Corporate and Financial
Governance project. It is recommended that the handbook be rebranded as the “Guide
to Governance in the HSE” and re-launched in 2011 in line with the new HSE’s Framework
for Corporate and Financial Governance.
26. In cascading Controls Assurance Statements through out a directorate it is necessary to
prepare and maintain a list of managers who will be required to formally attest controls
in future reviews. It is recommended that the designated officer in each directorate
prepare a list of staff at all levels for inclusion in the 2011 process. This has particular
significance in the finance directorate where the re-pointing of service finance officers to
core financial management is in train. The CAS Process in each directorate should be
tested against these records for (i) completion of all the component parts of the process
and (ii) achievement of a conclusion within the set down deadlines.
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27. Status reports are provided regularly by management on the up to date position on the
Progress of the Recommendations from the 2007, 2008 and 2009 Internal Financial
Control Reviews. In overall terms continuous progress has been made. Of the 62
recommendations made over the three reviews circa 40% are implemented and the
remainder being actioned in line with agreed progression plans. It was however noted
during this review that although some actions in progress in 2007 and 2008 might suggest
sluggish progress it was evidenced that some of the recommendations in these earlier
years has been superseded by a more up to date recommendation in the later reports.
This had lead to instances of recommendations on a singular distinct subject matter being
included each year’s recommendation listing. This trend distorts the status results. It is
recommended that a thorough review is completed on similar type recommendations
and a “superceded” statues be assigned where appropriate. This will seek to ensure that
the list of outstanding recommendations remains current.
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To conclude, internal control can help an organisation achieve its performance and activity
targets, and prevent loss of resources. Even effective internal control can only help an entity
achieve these objectives. It can provide management information about the entity's progress, or
lack of it, toward achievement of goals. It can help ensure reliable financial reporting and
compliance with laws and regulations, avoiding loss, reputational damage and other adverse
consequences.
An internal control system, no matter how well conceived and operated, can provide only
reasonable and not absolute assurance to management and the board. Effective control is
affected by limitations inherent in all internal control systems. These include the realities that
judgments in decision-making can be faulty, and that breakdowns can occur because of simple
human error or mistake. Additionally, controls can be circumvented by the collusion of two or
more people, and management has the ability to override the system.
The system of control in the HSE is largely effective. The development, over recent years, of a
multi-faceted assurance framework to critically assess the adequacy and effectiveness of the
internal controls has contributed to its enhancement by highlighting gaps and deficiencies, where
they existed. The control environment, control and risk management processes and assurance
arrangements remain largely effective as evidenced by the day to day approach and appreciation
of the control framework and processes by senior managers interviewed across the system.
There are a number of areas where specific action is recommended to increase effectiveness and
consolidate on the improvements which are in evidence since the previous report. Good progress
has been made in implementing the recommendations made by previous reviews of the
effectiveness of internal controls in the HSE, and a structured management plan for the
implementation of all recommendations is in place. Challenging service targets are set for 2011,
notwithstanding the impact of the recruitment moratorium on the ability to maintain service
levels. The Public Service Agreement (PSA 2010-2014) provides the framework for delivering
significant changes across the health sector during the course of 2011. It provides a unique
opportunity to further transform and modernise the services we provide by facilitating a
reduction in staff, increasing efficiency and productivity, reducing costs and improving quality. In
the context of these significant changes, it is critically important that the system of internal
control is continually assessed and reviewed to ensure that it remains relevant and fit for
purpose.
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2. Introduction

Best Governance practice requires the adoption and implementation of a framework for Corporate and
Financial Governance and the continuous assessment of the ongoing application and effectiveness of that
framework. The Health Act, 2004 sets out the legal requirements for the HSE regarding its Code of
Governance. In compliance with this provision, The Framework for Corporate and Financial Governance
was adopted by the Board of the HSE and was approved by the Minister for Health and Children. The
Code of Governance comprises of a suite of inter-related documents that together form the Framework
for Corporate and Financial Governance and this framework outlines the many inter-connected strands of
the governance agenda, the organisational structure for implementation and the reporting, accounting
and monitoring processes to ensure its continuing operation and effectiveness.
Establishing and maintaining effective internal control is an important responsibility of the Board of the
HSE. Internal control is fundamental to the accurate recording of transactions and the preparation of
reliable information reports. Many business activities involve a high volume of transactions and
numerous judgments regarding the related accounting for transactions, estimates, and other events that
require recognition in the accounting records and financial statements. Without adequate controls to
ensure the proper recording of such items, the resulting data may be unreliable and undermine
management’s ability to make well-informed decisions, as well as damaging the HSE’s credibility with
clients, regulators, and the public.
The system of internal control is, in its broadest sense, comprehensive. It involves people throughout the
organisation, including many who may not think of themselves as having any accounting or control
responsibilities. The people involved include those who establish, issue, and monitor accounting policies
and procedures: managers, staff, internal auditors, the CEO, other members of senior management, audit
committee members, members of other board committees and members of the board. They all need
assurance that the system of internal control is operating effectively. An important requirement is
appropriate lines of communication and adequate feedback, both when the system of internal control is
operating effectively and when problems arise.
The Board, through the Chief Executive Officer (CEO) has overall responsibility for designing and
implementing effective internal control. The CEO sets the "tone at the top" that affects integrity and
ethics and other factors of a positive control environment. The CEO fulfils this duty by providing
leadership and direction to senior managers and reviewing the way they're controlling the business.
Senior managers, in turn, assign responsibility for establishment of more specific internal control policies
and procedures to personnel responsible for the specific unit's functions. Of particular significance are
financial officers and their staff, whose control activities cut across, as well as up and down, the units of
the HSE. All staff in an organisation has a responsibility for internal control to some extent. Virtually all
employees produce information used in the internal control system or take other actions needed to
effect control. Also, all personnel must be responsible for appropriately addressing problems in
operations, noncompliance with the Code of Governance, or other policy violations or illegal actions. The
CEO is ultimately accountable to the Board, which provides governance, guidance and oversight.
The Board and the CEO have long recognised the importance of strong internal control. Management are
responsible not just for establishing, evaluating, and assessing over time the effectiveness of internal
control over financial reporting and disclosure, but also periodically attesting to its effectiveness.
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The Board and the CEO view this evaluation of internal control as more than a compliance process and
recognise it as an opportunity to reach a higher level of financial reporting integrity and corporate
performance. The first formal review of the effectiveness of internal controls within the HSE was carried
out by a specially constituted working group in 2006. The report produced following this and reviews in
the subsequent years, and particularly the ‘Recommendation Action’ section provides the template which
was used in the context of this 2010 review.
This report summarises the outcome from the 2010 review and from previous years’ reviews, outlines a
number of issues arising and recommends actions which will address concerns which arise with regard to
some aspects of internal control systems. The approach described herein for making this determination
draws upon knowledge and evidence gained from evaluating internal control at various entity levels and
uses the results of those evaluations to make an overall assessment of the effectiveness of the internal
control system in the HSE.
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3. Context

3.1 Health Service Executive
The HSE is the largest public sector organisation in the country with a total budget of more than €14bn.
More than 110,000 whole time equivalent staff deliver service right throughout the country
(approximately one third of who work for related service delivery agencies). Responsibility for service
delivery is highly devolved. This requires a robust control framework to ensure effective governance.
The application of consistent standards throughout the organisation is challenging, especially in a context
where there is currently no single enterprise financial or HR system in operation. Whilst financial, HR and
service activity systems remain in use in the predecessor agencies consolidation necessitates the
interfacing of multiple complex systems to produce corporate financial and management information and
facilitate management control.

3.2 Corporate and Financial Governance of the HSE
This framework was prepared in the context of statutory and Government requirements, specifically:

•
•
•
•
•
•
•
•
•
•
•

Health Acts 1947-2004
The Code of Practice for the Governance of State Bodies (2001, 2009),
The Department of Finance’s Public Financial Procedures,
The Role and Responsibilities of Accounting Officers (Mullarkey Report 2003) and
Risk Management Guidance for Government Departments and Offices (2004).
HSE Code of Governance, 2008
Ombudsman Act, 1980
Freedom of Information Acts 1997-2003
Ethics in Public Office Acts 1995 and 2001
Ombudsman for Children Act, 2002 and
The Comptroller and Auditor General (Amendment) Act, 1993

3.3 Statement on the System of Internal Financial Control
The results of this 2010 review are presented in this document and will be reflected in the Statement on
the System of Internal Financial Control (SSIFC) which will be included in the HSE Annual Report and
Financial Statements for 2010 and will inform the deliberative process around consideration and
adoption of the Annual Financial Statements by the Board.
The SSIFC report will contain an assertion that the HSE maintained, as of the end of the fiscal year,
effective internal control over financial reporting, based on an established set of control criteria and will
set out the key processes in place across the HSE that provide effective internal financial control.
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4. Scope

The following paragraphs outline the scope of the review undertaken for the evaluation of the
effectiveness of the internal control system in the HSE in 2010:

4.1 Review of the Status of the 2007, 2008 and 2009 Reports
Progress on implementation of the recommendations in the 2007, 2008 and 2009 reports on the review
of the effectiveness of the system of internal controls was assessed and is reported on in detail in section
5.1 and related Appendix 9.1.

4.2 Controls Assurance Statements (CAS)
In acknowledging the significance of such statements and the contribution they can make to the overall
control and assurance environment the following process was put in place for 2010.
The CEO issued the letter of request for compliance by all relevant officers. The National Director of
Finance issued a memo of instruction to the National Management Team Members in November 2010
which included the above CEO communication. Each Member of the Senior Management Team cascaded
this directive to each member of his/her Senior Team to complete and sign a CAS for his/her area of
responsibility.
This process was extended in 2010 where each General Manager or Equivalent Grade requested each
Grade 8 or Equivalent Grade to complete and sign a CAS for his/her area of responsibility.
Plans are in train to change the reporting relationship of all staff, who are currently working in finance
functions within the service areas, to the Finance Directorate. The change was not with out challenge in
2010 and it was decided that these designated staff would complete their 2010 statements to their
service area line managers.
Each of the returned statements were considered in the course of this review and compared to evidence
emerging from the 2010 interviews/questionnaires. Refer Appendix 9.2 for copy of the cover letter from
the CEO, the CAS Form and sample template for the Control Assurance Statement Register Form.

4.3 Approach to Potential Identified Risks
The 2010 Audit programme of the Comptroller and Auditor General (C&AG) identified a number of
potential risk areas which he intended to assess in the course of his audit field work. The National
Director of Finance obtained confirmation from senior management, responsible for the particular areas,
requesting observations and particularly the actions being taken to ensure that the risk is mitigated and
managed and does not compromise control.
The current review involved consideration of the responses and any residual concern or risk. Refer
section 5.3 for the outcome of this element of the review.
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4.4 Controls Effectiveness Interviews/ Questionnaire
A controls effectiveness interview and questionnaire for 2010 is based on that developed in the context
of previous years’ reviews.
The target participation included managers interviewed in previous years which provided an opportunity
to assess whether there had been an incremental improvement in the various control dimensions
considered in 2009. In addition new interviewees were selected and this in turn provided an opportunity
to assess whether the first time interviewees and areas have acquired a deeper appreciation on the
control framework and processes in line with the other areas in the HSE. This effectively assures that all
areas of the HSE are being covered, on a cyclical basis, by the review process.
The interviews were designed to validate the other strands of the assurance process, namely the CAS
programme and the mitigation of identified risk with a view to ensuring that the findings from each
element were pointed to a consistent and accurate set of conclusions.
The primary objectives of HSE’s internal control framework is to ensure:
1. The reliability and integrity of information.
2. Compliance with policies, plans, procedures, laws, and regulations.
3. The safeguarding of assets.
4. The economical and efficient use of resources.
5. The accomplishment of established objectives and goals for operations or programs.
The following interrelated components of internal control were evaluated for their presence in the Units
examined. The control objectives (1-5) above in each category are inextricably linked with the following
supporting components.

Internal Control Component
Control Environment
Control Activities: Compliance with Rules, Laws & Regulations:
Information and Communication
Management Controls
Financial Control
Audit
Risk Management

Control examined by the following
Questions in the Questionnaire
1, 2, 4, 5, 28
3,6,19, 20, 21, 38,39
7, 31, 32, 33, 34, 36
8, 14, 16,17, 18, 22, 23, 24, 25, 26
9, 10, 11, 12, 13, 15, 35, 37
29, 30
27

The questionnaire was designed in the following format to best evaluate the existence of the above
controls and evaluate their contribution or otherwise to the HSE’s achieving its control objectives as
described above.
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No.
1-40

Questionnaire Questions

This section was to address
the particular control which
needed to exist in the Unit

Practice Met
This section facilitated
the evaluation of the
compliance with the
control needed. The
response being Yes, No
or Partially.

Comments, Actions proposed or required.
This section was used to provide statements as
to the description of the existing situation in
the Units and the reasons for inefficiency, if
they proved to be inefficient and measures
adopted/to be adopted to improve the
situation.

A formal sign off by the Manager and the interviewer is a mandatory requirement to complete the
process.
The output from the interviews reflects management understanding of and implementation of the
controls framework and the effectiveness of the management control procedures in place. The results
and comments are consolidated in this report in section 5.4
4.5 Internal Audit Reports
While it is clear that responsibility for internal controls is a Management responsibility, Internal Audit
reports provide an invaluable independent assessment of the effectiveness of governance and controls
on an ongoing basis. A review of these reports for the full year 2010 was carried out as part of the current
review. Conclusions from this review are reported on in section 5.5 below.

4.6 Comptroller and Auditor General (C&AG) Management Letters/Reports
As with Internal Audit reports the work of the C&AG represents a further independent examination of
controls and value for money. The Management Letters issued to each area following the completion of
the Interim and Final audit of the HSE, starting with the examination of the accounting systems and
controls in each of the predecessor agencies and following through to the consolidated Financial
statements and Appropriation Account, are very informative in relation to the control and compliance
status of each constituent part of the HSE. The current review considered the issues arising in these
Management Letters and specifically Management responses thereto. Section 5.6 below contains the
findings from this aspect of the review.
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5. Results1

5.1 Progress following Previous Reviews
The report in Appendix 9.1 gives the current position on the progress of the recommendations from the
2007, 2008 and 2009 reviews. In overall terms continuous progress has been made. The main challenge is
on maintaining of the focus on the principles and practice of control through the organisation. This focus
is very evident in the day to day approach of senior managers across the organisation.
Following consideration of the progress of implementation of the recommendation actions it is noted
that of the 62 recommendations made over the three reviews circa 40% are implemented and the
remainder being actioned in line with agreed progression plans.
The following table summarises the current status of the implementation of these recommendations:
Status
2

Action completed

G

In progress

A

No progress /Stalled

R

2007
Recommendations
19
6
0

2008
Recommendations
2
10
0

2009
Recommendations
5
20
0

It was noted during this review that although some actions in progress in 2007 and 2008 suggest sluggish
actioning of some recommendations it was evidenced that some of the recommendations in these earlier
years has been superseded by a more up to date recommendation in the later report. This had lead to
instances of recommendations on a distinct subject matter being in each year’s recommendation listing.
This trend distorts the table results above.

5.2 Controls Assurance Statements
The CEO required each member of his national Management Team and down three levels of senior
management, to Grade 8 or equivalent Grade, to complete and certify a Controls Assurance Statement
for their respective areas for 2010. In his covering letter the CEO stressed the need for each Manager to
consult with their direct reporting staff so as “to ensure that the significant undertaking which you are
affirming is substantively founded and accurately reflects the (control) position in your area of
responsibility”.
These returned statements and related comments were considered in the course of this review and
compared to the evidence emerging from the 2010 interviews.
This review confirms that the positive affirmations by management in relation to the operation of
controls provide significant assurance with regard to controls and governance. Staff undertook this
assignment as an opportunity for perform a formal review on the application of the Controls Framework
on the HSE in the control environments in their area of responsibility and to formally highlight matters
that in his/her opinion may impact on the SSIFC. While there were some items of concern highlighted
there are appropriate mitigating controls in place that should help prevent potential financial material
1

The internal industrial action which commenced in January 2010 in the HSE, has decelerated progress on the implementation of
significant recommendations/actions in the reports discussed in this review paper. This report’s results and findings takes
cognisance of the extensions required to the previously reported completion dates.
2

In some instances this green indicator represents corporate HSE’s implementation of the recommendations and regional
implementation may be still in progress.
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statement error, promote efficiency, reduce risk of asset loss, and help ensure compliance with laws and
regulations.
While the review evidenced compliance with the process across the directorates at the higher levels of
management there was less than the optimal evidence provided to display compliance for all relevant
staff within some directorates both in terms of the completion of a statement and/or the timely
completion of same.
5.3 Mitigation of Identified Potential Risks
In his audit programme for 2010 the C&AG had identified the following potential risks:
•

Account Production Process:
1. The absence of a single accounting system and the necessity to consolidate figures from
fifteen separate accounting systems using an advanced spreadsheet application poses a risk
that all transactions will not be captured.
2. The accurate extraction of the cash based data for the Appropriation Account is a difficult
exercise. Experience has shown that there are particular difficulties pertaining to the accuracy
of Capital payments.
3. Delays in providing information to the Consolidating Teams could delay AFS preparation and
Appropriation Account preparation.

•

Consistency of financial information: With the range of separate accounting systems using
various different coding structures there is a risk of possible mis-statement in the AFS or
incorrect subhead classification in the Appropriation Account.

•

PCRS: Key risks in this area are a) Incorrect pricing data on the PCRS database leading to multiple
incorrect payments. b) Fraudulent or unwarranted claims by contractors and the possibility that
claims may be paid in respect of persons who are not entitled to benefits under the relevant
scheme. c) Adequacy of probity assurance arrangements.

•

Impact of IT systems on the HSE’s Accounting and Control Systems: There is a risk that the HSE’s
arrangements to safeguard those systems and ensure their continued availability and proper
functioning may not be adequate.

•

Compliance with Sanctions and Public Financial Procedures:
1. There is a risk that Department of Finance/Public Financial Procedures requirements for
specific or delegated sanctions are not being adequately complied with, with the result that
expenditure may be incurred otherwise than in accordance with due authority.
2. Non compliance with new service development requirements.

•

Consultancy Expenditure: There is a risk to value for money arising from possible duplication or
from expenditure on reports that are never implemented.

•

Travel and Subsistence and Other Expenses and Allowances: There is reputational risk to the
organisation if controls are not adequate to ensure that expenses are rightfully payable,
properly incurred and approved at the appropriate level and in compliance with the specific
regulations and general guidelines for the public sector. There is also a financial risk if expenses
are paid that are not rightfully due.

•

Expenditure approval outside the normal financial control environment: Areas of expenditure
where controls are operated at the periphery or which do not involve a core business of the
th

SIFC Review 2010, Final Report Version 4 May 2011

20

organisation may give rise to instances where expenditure is incurred without a clear business
rationale or value.
•

Nursing Home Support Scheme-Fair Deal:
1.
2.

•

There is and inherent risk with a new scheme of this nature that key controls will not be
sufficiently embedded to ensure effective implementation of the scheme.
The deferred payment element of the scheme involves the transfer of information from
the HSE to the Revenue Commissioners and control weaknesses in this area, while posing
no risk to the HSE financial statements may expose the Exchequer to loss.

Grants to Voluntary Sector: Some of the larger Voluntary bodies are funded almost entirely from
the HSE grant. There is a risk that some of the funding may not be used for the purpose intended
or in compliance with the Service Level Agreement conditions.

Each relevant manager was asked to respond to the risk in their area and specify the actions which can or
have been taken to mitigate against the risk materialising and thereby compromising the effectiveness of
control. The responses have been considered as part of this review and it is clear that they provide
reasonable assurance on the efficiency of controls in the majority of risks raised. The findings of this
report relay these responses and illustrate the comprehensive consideration and mitigation of the above
risks identified.

5.4 Interviews/Questionnaire
Every year an audit-style generic Internal Controls Questionnaire (ICQ) (refer Appendices for copy of the ICQ) is
devised and circulated to a select group of Line Managers. The objective of the ICQ is to provide a tool to
help managers evaluate the internal control systems and identify possible deficiencies within their areas
of responsibility while also promoting effective and efficient business practices.
The ICQs lay out the key information on controls covering distinctive topic area. The table opens up a
logical series of open audit-style interrogations questions. These are not just simplistic yes/no questions:
the idea is to prompt the ICQ user to explore the topic area, gathering and evaluating information as they
go. The comment column provides a place to record the user’s views as well as identifying key strengths,
weaknesses and opportunities and threats. The responses from all ICQ’s were collated and summarized
to form the basis of management findings with the backing of evidence collected during the investigation.
In respect of the 2010 process a series of formal one on one interview was conducted with over 100
senior managers throughout the system.
The following table illustrates the level of management who participated in this review process:
Categories of management who were
interviewed in the 2010 review
National Director
Regional Director of Operations
Assistant National Director/Equivalent Grade
General Manager/Equivalent Grade
Local Health Manager
Hospital Manager
Management/Financial Accountant
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Refer Appendix 9.6 for listing of controls covered in the questionnaire and a graphical representation of
the findings of the evaluation of each control needed in the Units interviewed.
Overall Examination Results
In summary, the examination found that overall the HSE’s internal controls framework operates
effectively and to a high standard and that the HSE had a governance structure consistent with its
governing legislation.
There is reasonable evidence providing assurance of the HSE’s ability to accomplishing its objectives.
Specifically, relating to reliability of financial reporting, compliance with laws and regulations, and
effectiveness and efficiency of operations. There is keen awareness of the structures, controls and limits
of decision making as per the regulatory framework. The results of the questionnaire also found that the
management assessment is transparent, well documented and comprehensive.
The control environment contains informal, and often intangible controls, such as ethics, integrity,
management philosophy, and commitment to competence, as well as more formal controls like
organisational structure and assignment of roles and responsibilities. Where there are instances
highlighted where the control environment come under pressure, these controls were found to be
reasonable, solid and reliable.
No critical failings or weaknesses have been identified in carrying out this review of the effectiveness of
the risk management and internal control systems. No pressing issues were identified requiring
regulatory intervention. However, while the overall framework is robust there are weaknesses which are
considered in reaching the overall findings of this review as detailed in Section 6 of this report.
The exercise has encouraged Units to assess their controls from a fresh perspective. In addition, each
manager took the opportunity to form their own view on the adequacy of the systems in place.
Management takes the negative issues identified by the review seriously and formulated and are
implementing plans of actions to address them.

5.5 Internal Audit
The Internal Audit Annual Plan for 2010 was presented to, and approved by the Audit Committee for
review in February 2010. The Internal Audit Plan contained 121 topics of which 71 topics (59%) were
rated high priority, 42 topics (35%) were rated medium priority and 8 topics (6%) were rated low priority.
(see description of these rating in the table below).The plan comprised three main elements covering
Internal Audit Operations, IT Audit and Special Projects and Investigations.
Table 1: Internal Audit Rating System
High
Rated
(Red):

Medium
(Amber):
Low
Rated
(Green) :

Rated

These are audits that are identified as key priorities and which have some of the following characteristics:
Key Strategic, operational, financial & reputational areas that would have a major impact on the HSE
High value, high volume, complex, multiplicity of systems, new developments, not subject to audit for a
considerable period.
Known control deficiencies;
Identified as key in the corporate risk register
Requests by senior management
Client impact.
These are audits of smaller areas with lower spend/income than above, that are unlikely to have wider HSE
implications and should be retained or carried forward on the audit plan even if resources are restricted. Long
established systems.
Smaller stand alone units, recent audit coverage – without major adverse findings: long well established systems.
These audits are capable of being substituted from the annual plan without any major impact for the HSE.
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In addition to the 121 topics contained in the plan, provision was made for additional topics (contingency
audits) that may be requested by management during the year.
The summary reports for completed audits submitted to the Audit Committee for 2010 were analysed as
part of this review. The range of topics and geographical spread covered by Internal Audit activity in this
period is very comprehensive and provides an insight into the control issues arising across the full sphere
of finance activity and control systems. {See Appendix 9.4}
The Audit Committee have deliberated on the findings from these reports and, in their role as a
Committee of the Board report to the Board on concerns arising. As such, this is a crucial element in the
assurance process, especially if the control issues are not substantively addressed by Management when
they have been highlighted. It is evident from the interviews with managers that the outcome from
Internal Audit activity and the recommendations arising are accorded high priority on the Management
agenda. The Audit Committee and the management team are provided with a summary of the audit
reports’ key findings on a quarterly basis and these summaries are widely disseminated in the HSE. The
C&AG are also provided with the quarterly summary and any reports or information requested by them.
In 2010, the HSE Internal Audit Directorate issued 151 internal audit reports (137 reports and 14 follow
up audit reports).
The audits examined a wide range of services within the following HSE directorates in the Region: ISD
PCCC, ISD NHO, ISD PCRS, Finance, HR, ICT, and CSSD.
The range of service and activities audited included the following:
capital
projects

i ct

skill

car park
services

pcrs

cash & ban k

fair deal

wa iting lists

drug task
forces

residential
un its

ta x cle arance

h epatitis c

gr ant aided
organisations

procurement
card s

n ation al
fina ncia l
regul ation s

stock take atten dance

parental leave

payrol l
allo wances

nemu
ap provals

primary care
teams

manag ement
acco unting

vote a ccounting

in terne t
b anking

a mb ulance/transport
services

risk
ma nagement

incident
reporting

vat

budge tary
control

general led ger
maintenance

co mp liance with
revenue
commissioners
guide lines

ser ious
physical
assa ult
sche me s

security of patient
prope rty

VfM

hsn pf

pha rmacy

tempora ry
contracts of
employment

pro cure me nt

income

agency
services

sup erannuation

IT Audit
ICT audit was conducted in the main, by technically qualified staff from Mazars under the direction and
management of an Assistant National Director of Internal Audit . Mazars continued to provide specialised
ICT Audit services and their contract was renewed under the Framework Agreement until September
2011.
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The 2010 ICT Audit Plan has been informed by the risk assessment project undertaken with the assistance
of Mazars and in consultation with the ICT Directorate. It has also been informed through engagement
with senior management from, Finance, Commercial and Support Services and Integrated Services
Directorates. Audits not completed in 2009 that were considered High risk and which were included in
the 2010 ICT Audit plan are the audit of Software Licence Management and the audit of Internet Usage.
High Risk areas included in the 2010 plan were Data Protection Compliance, ICT Policy Compliance ,
Major Project Management , AMPDS (Ambulance Dispatch System) Cancelled due to changes in
Ambulance Service Plans, National Data Centre, ICT Procurement Framework, ICT Security Framework,
and SmartStream Financials in HSE Northwest.. Medium Risk Areas included in the 2010 audit plan
included ICT Service Management and Project Management Methodology. Follow Up Audits included in
the 2010 audit plan included Primary Care Reimbursement Service Systems, Active Directory – Computer
Networks, and Payroll File Security.
Special Projects and Investigations
•

•

The forensics audit framework agreement in place with PWC was extended to September
2011 and this enables the unit to investigate complex and material frauds throughout the
HSE should they arise in the year. In addition the unit continues to carry out its own
special investigations throughout the country as required.
The Unit both receives and reviews specific complaints during the year and also provides
advice and guidance to line management functions who conduct their own investigations.
In cases where fraud is suspected the matter is referred to the Gardai.

The 137 audit reports issued in 2010 contained 843 recommendations. On a quarterly basis Internal audit
requires management to provide an update on the status of management’s implementation of audit
recommendations. Internal Audit notify national directors of the implementation status of the
recommendations as confirmed by local management within each national director’s area of
responsibility.
Follow-up audits were also conducted to ascertain the extent of implementation by management of audit
recommendations contained in previous years’ internal audit reports. 14 follow-up audit reports were
issued and these identified the following results.
Table - Follow-up audits
Reports
Recommendations Completed
Recommendations in Progress
Recommendations not Completed

14
90
29
12

5.6 Comptroller & Auditor General’s Management letters/Reports
As with the Internal Audit reports the Audit Certificate of the C&AG together with any other reports
produced by his office in terms of either Section 6.4 reports or VFM reviews and also his Management
Letters pursuant to Audit form a robust independent view in relation to the financial and management
performance of the HSE. A review of such reports was carried out in the context of this report. A key
value is in the response of management to them. Managers must take explicit responsibility for the
implementation of recommendations of these reports so that the necessary improvement can be made
to management performance. Appendix 9.5 sets out, in tabular form, the common issues arising in
management letters and in which HSE areas that they occur.
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A consolidated report was prepared in January 2011 for all audit issues and related recommendations
from the 2005 to 2009 audit years. The Director of Finance circulated this consolidated report to the
National Management Team Members requesting them to review and ensure that all recommendations
appropriate to their area are implemented and where further work is required to undertake it
immediately. The communication reiterated that this review was part of the assurance process for the
HSE for 2010 and required positive sign off to enable the CEO sign the letter of representation and the
Chairman to make a report to the Minister as required by the Code of Practice for the Governance of
State Bodies. The table below summarises the status of these recommendations at the end of Q1 2011.
Table 2
Recommendation
Status
Action completed

G

In progress

A

No progress /Stalled

R

th

SIFC Review 2010, Final Report Version 4 May 2011

2005
13
5
0

2006
6
0
0

2007

7
2
0

2008

7
5
0

2009

3
5
0
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6. Overall Findings3

The following paragraphs are the consolidated findings of the results of the reviews as outlined in
paragraphs 5.1-5.7 above. These findings take account of the conclusions reached at each stage of
these separate reviews:
1) The HSE’s Framework for Corporate and Financial Governance was drafted to meet the
requirements of the Health Act 2004 and best practice requirements for public sector
organisations in relation to corporate governance. Following approval by the Board, the receipt of
Ministerial approval and discussion with the trade unions, the governance suite of documents
was published on the HSE’s website in 2009.
Implementation of the framework commenced prior to the receipt of Ministerial approval.
Representatives of the various directorates assigned had specific responsibility for
implementation of framework documents ensuring that the framework requirements are
embedded in the organisation. Consistency with other policy developments within each
directorate is also assured. Some documents specify responsibilities for more than one
directorate in relation to implementation.
The Minister, when approving the framework, specified that there will be a requirement to
conduct a full review of the Framework within 3 years of publication.
A review process is almost complete in the HSE, the progress of which is monitored at Audit
Committee and overseen by a member of the Management Team with the assistance of a Quality
and Risk Manager .The Governance Framework Implementation Team was established in 2010 to
undertake this review and comprises of representatives of all relevant directorates and are
assisting in the process on this review and build on the work already taken on the
implementation of the Governance Framework to date.
The Framework for the Corporate and Financial Governance has been comprehensively reviewed
to ensure that it is consistent with the revised Code of Practice for the Governance of State
Bodies (published November 2009), emerging legislation, the National Standards for Safer Better
Health Care and HSE organisational structural changes.
A number of changes have been made including the inclusion of a new part III which outlines the
HSE assurance framework. This describes the four levels of assurance within the HSE and for the
employee explains the linkages between what is required of them- now clearly outlined for them
in part II of the framework- and the various methods used within the HSE to provide assurance of
compliance.
A webpage is being developed which will allow access to the Framework and the supporting
Policies, Procedures and Guidelines. Each National Director is undertaking to ensure that their
teams have full knowledge of their responsibilities now clearly outlined in the part II of the
framework and that it is against this that all compliance is benchmarked.

3

Some of these comments are not specifically addressed in the Recommendations section below. Nevertheless they should be
taken into consideration in the context of ongoing review of controls.
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HSE Framework for Corporate & Financial Governance

HSE
Governance

Objectives of HSE
Legal and Statutory
Requirements

ASSURANCE

Code of Practice for
Governance of State Bodies

HSE Code of Governance Framework for Corporate & Financial
Governance
Board
Governance
Procurement

Performance
Reporting
Finance

Audit

Human
Resources

Quality and
Risk
Roles and
Responsibilities

Examples of Policy, Procedures and Guidelines associated with
Components of the Code
Fraud Policy
Protected Disclosures
Complaints procedure
Good Faith Reporting
Standards & Behaviours
Incident Management
Recruitment Policy
Pay Policy

Health and Safety policy
Records management
Infection Control
etc

Internal Control

Preparation commenced Q2 2010 for the next HSE Corporate Plan 2011 – 2013.
The HSE Corporate Plan has a three year timeframe. The plan provides clarity regarding the role
that the HSE will play in delivering health and personal social services for our population. It
provides the overarching framework within which the organisation will address its priority areas,
or key activities, over the three years and gives guidance on where we will focus the efforts of
staff and the targeting of resources.
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The HSE Corporate Plan is a legal requirement (Section 29; Health Act 2004). In addition, the Plan
provides direction for the organisation. It guides the HSE Board and staff in a cohesive effort to
carry out the organisation’s mandate. It informs everyone about the organisation’s priorities and
objectives. This will be the third HSE plan. As this plan is of central importance to everyone
involved in providing health and personal social services, a comprehensive consultation process
was embarked upon in 2010 with a wide group of stakeholders through a series of Health
Planning workshops.
Each year of the three year period, the National Service Plan (NSP) translates the Corporate Plan
into actions. When Directorates are compiling their NSP they refer to the Corporate Plan to
ensure that the deliverables or key result areas from the Corporate Plan are adequately reflected
in the NSP.
The Minister for Health and Children and other Government Departments use the plan to
measure HSE progress and since the plan is publicly available, along with regular monitoring
reports, it also serves as a frequent reference point for HSE clients, advocates, service partners,
public representatives and the media.

2) By any standards the HSE is a large scale organisation with a mandate for delivery of quality
services to the population. Being a national entity it must of necessity function in a highly
devolved manner as it brings its service to the population. Nonetheless, and perhaps because of
the high level of devolved authority for service delivery, both geographically and also to the non
statutory delivery sector, it is essential that there is an effective internal control and governance
system which works and is seen to work.
The Control Environment sets the tone of an organisation, influencing the control consciousness
of its people. It is the foundation for all other components of internal control, providing discipline
and structure. Control environment factors include the integrity, ethical values and competence
of the entity's people; management's philosophy and operating style; the way management
assigns authority and responsibility, and organises and develops its people; and the attention and
direction provided by the board.
An effective control environment is an environment where competent people understand their
responsibilities, the limits to their authority, and are knowledgeable, mindful, and committed to
doing what is right and doing it the right way. They are committed to following the organisation's
policies and procedures and its ethical and behavioural standards. The control environment
encompasses technical competence and ethical commitment; it is an intangible factor that is
essential to effective internal control.
The board and management enhance the organisation's control environment when they establish
and effectively communicate written policies and procedures, a code of ethics, and standards of
conduct. Moreover, the board and management enhance the control environment when they
behave in an ethical manner, creating a positive "tone from the top"—and when they require
that same standard of conduct from everyone in the organisation. The CEO is committed to
ensuring awareness of the controls environment at all levels and reemphasised this in a memo
sent to all staff. In this memorandum of January 2011, the CEO set out his accountability for the
management of public funds, the control framework of the HSE and the process of assurance of
compliance with this framework. The memo set out a number of areas where weaknesses were
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to be addressed in the system and the responsibility of all staff to review these weaknesses and
ensure that any issues in there area of responsibility are promptly addressed. Refer Appendix 9.9

The creation of the Health Service Executive was probably the largest single governance and
change management challenge in the history of the public sector. The value of a unified health
service has already been demonstrated in many areas and further benefits for patients will
continue to be realised in the coming years.
The HSE is in a process of transformation which will ultimately allow the delivery of services on an
integrated basis. The aim is to make sure services, acute hospital, long stay care, GP, mental
health, child care, emergency, rehabilitation, social work care and so on, are connected and the
staff who provide them are working well together in teams. The Integrated Service programme
was established to design and implemented this integrated service and management model that
will improve services for patients and clients.
The Integrated Services Programme has been broken down in distinct Stages:
Stage I was to design the right organisation structure and supporting management processes for
an integrated services approach. This report was adopted by the HSE Board in February 2009.
Stage II focused on establishment of new corporate directorates including Quality and Clinical
Care, changes to the HSE Senior Management Team, establishment of the Integrated Services
Directorate and putting the interim regional management teams in place led by the Regional
Directors of Operations (RDO's). The first two stages concentrated on restructuring at national
and regional level and are now complete.
Stage III is focused on determining how front line services should be organised and the
management arrangements that need to be put in place in order to support this. This stage is
currently being implemented. Stage III involves defining the core service delivery model for
patients and clients and designing the management arrangements to support this model of care,
including the regional organisation structure. In simple terms the first two design stages have
looked at the organisation from a ‘top down’ perspective and stage III is very much focused on
building from the ‘bottom up”.
The scale of responsibilities now managed by a single service directorate, the changes in
personnel and range of new appointments, together with key positions remaining vacant for the
first half of 2010, place significant demands on the management system at national and regional
level which had an impact on the monitoring of the business. The restructuring is not without its
challenges and evidence in particular from the interviews conducted which suggest a lack of
clarity in terms of staff perception of their positioning within the new structure. 2010 saw a
reduction of approximately 10% in respondents’ awareness of their reporting arrangements in
relation to financial management, budgetary controls and employment controls though this is
somewhat negated by the 10% increase in staffs understanding of the designated lines of
authority. Where there is evidence of the use of policy and procedures manuals, these generally
represent the national documents i.e. NFRs, HR circulars etc. There is a marked decrease in the
availability of local written Policy and Procedures manuals and the communication of same to
the business (down by 13%). While a clear acknowledgement was made by managers that the
HSE is in a process of transformation which will ultimately allow the delivery of services on this
integrated basis, there is a sense of frustration with how existing Roles & Responsibilities
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continue to emerge in the evolving structures. In this time of uncertainty within a complex
operating environment, significant challenges are being encountered with staff co-ordination,
centralisation of functions and continuity of management controls. The top down management
structure is now complete with clear guidance on revised reporting arrangements being clarified
in the new HSE structures The appointment of senior personnel in the regional structure, the
appointment of an AND in the National ISD office and the filling of Care Group posts have all
contributed to ensuring the risk associated with the restructuring programme have been
minimised. Training programmes have increased in 2010 by 15% with the undertaking of
continued focus in 2011.
A Moratorium on Staff Recruitment in the public sector was introduced by Government in 2009.
The impact to date has meant that staff on maternity or other leave and people who retire/
resign are not being replaced. This has placed significant pressures on remaining staff to perform
additional duties. Management and staff signalled in this review that the continuation of this
moratorium could lead to deterioration in the current operation of the control systems in place.
The general moratorium on recruitment, promotion and the payment of acting up allowances
does not apply to the following specified grades; Medical Consultants, Speech and Language
Therapists, Physiotherapists, Occupational Therapists, Clinical Psychologists, Behavioural
Therapists, Counsellors (Mental Health and Disability Services), Social Workers, and Emergency
Medical Technicians. It is Government policy, in the case of Medical Consultants, to move to a
consultant delivered service, and in the case of the other grades to increase their numbers in
order to meet the requirements of integrated care delivery and address community and primary
care needs particularly in respect of children at risk, the elderly and those with disabilities.
Over 2,000 people left the Health Service as a result of the Voluntary Early Retirement (VER) /
Severance Schemes (VRS) in November and December 2010. There has been little or no front line
service impact as a result of these schemes and the organisation continues to manage and
monitor the ongoing implications and impact of the schemes as appropriate.
Ongoing restricted staff resources (primarily as a result of the moratorium on recruitment and
the exit schemes) posed serious difficulties in 2010 and will continue in 2011, particularly in the
following areas:
•
•
•
•
•

•
•

•
•
•

Lack of formal training on a continuous basis for new and existing staff;
Delays in the updating of local control procedures which increases the risk of error;
The prioritising of cover in front line services to the cost of clerical and administration
staff;
Non replacement of vacant posts which leads to difficulties in the retention of expertise
especially in the areas of Nursing and Childcare;
Redeployed staff not now performing their substantive functions which could give rise to
an increase in prompt payments interest to suppliers and other issues relating to the
processing of financial transactions.
Adequate segregation of duties being compromised;
Delays being experienced in the monitoring and evaluation of controls, the timely
reporting of control weaknesses and corrective action being taken to address
deficiencies;
Delays in the timely follow up of audit reports;
Front Line Staff being required to work from time to time in breach of the Working Time
Act 1997
Lack of professionally qualified accountants at all levels;
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•
•

To maintain priority services, staff are at times being required to act up into other
positions without having the relevant experience or qualifications;
Low staff morale particularly in the context of the effect of the moratorium on the clerical
administration grades and the impact of the Financial Emergency Measures in the Public
Interest (No. 2) Act 2009.

It was highlighted during the interview process that managers are fully aware of the governance
and control framework in the organisation and are committed to performing their role in its
monitoring and maintenance. However managers are faced with an increasingly hard task to
ensure that sufficient procedures are in place given the effects of the moratorium and the exit
schemes. HSE policies and procedures are communicated to staff but managers have stated that
resource constraints mean that they are unable to focus as much as they would like on internal
control audits. Some services have replaced staff with agency or overtime but the message is
reinforced by management that while in key specialised roles this is necessary, where it is done it
must lead to staff reductions elsewhere to compensate.
In addition, the extended rollout of the Controls Assurance Statements {CAS} to the next level of
senior management is evidence of the extension of the formal control environment within the
HSE. Several directorates requested that all those completing the CAS firstly completed the
questionnaire also as a self help tool, the findings of which were reported upon in the CAS, for
instances where weaknesses were noted during the self test.
In cascading the CAS process down a further level of management this year, it was necessary to
prepare a list of managers who will be required to formally attest to controls. This in itself further
confirmed for managers the fact that they have significant control responsibilities and that
control compliance is an integral part of their performance management responsibilities. The HSE
Controls Handbook has significant potential in its clarification of the governance and controls
framework that operates throughout HSE. The Controls Handbook was initially launched in 2008
and version 2 was re-launched in 2010 and issued in conjunction with the annual CAS Programme
which was cascaded down to Grade 8 level in 2010. The handbook is being reviewed under the
Governance Framework Implementation programme with the view to its unveiling as a Guide to
Governance in the HSE. This guide will be launched in line with this programme in 2011.
Overall, a strong control environment is well established encompassing technical competence
and ethical commitment and is embedded in the day to day culture. The control environment is
populated where competent people who are committed to doing what is right and doing it the
right way. The reviews performed highlighted the inherited ethos, values and culture from the
predecessor bodies and noted the development of a unitary culture for the HSE. Strong
leadership is very much in evidence. The current organisational structure provides appropriate
assignment of responsibility and authority, which is embedded in delegated empowerment and
accountability roles for managers. This is directed through appropriate lines of reporting.
Departments have written policies and procedures manuals. Procedures are in place to.
• Make sure that employees are well acquainted with the HSE’s policies and procedures
that pertain to their job responsibilities.
• Discuss ethical issues with employees. If employees need additional guidance, issue
departmental standards of conduct.
• Make sure that employees comply with the Conflict of Interest policy and disclose
potential conflicts of interest
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•

•
•
•

Make sure that job descriptions exist, clearly state responsibility for internal control,
and correctly translate desired competence levels into requisite knowledge, skills, and
experience; make sure that hiring practices result in hiring qualified individuals.
Make sure that the department has an adequate training program for employees.
Make sure that performance evaluations are conducted periodically. Good performance
is valued highly and recognized in a positive manner.
Make sure that appropriate disciplinary action is taken when an employee does not
comply with policies and procedures or behavioural standards.

A clear set of goals and objectives is fundamental to the success of a department. Departments
have (1) a mission statement, (2) written goals and objectives for the department as a whole, and
(3) written goals and objectives for each significant activity in the department and where the
goals and objectives should be expressed in terms that allow meaningful performance
measurements.
Lines of communication exist within all levels of the organisation with all staff being made aware
of the relevant guidelines in relation to their specific roles through regular team meetings and
regular performance reviews. The Board and the CEO and his senior management team enhance
the organisation's control environment as they continue to establish/maintain current up to date
and effectively communicate written policies and procedures, a code of ethics, and standards of
conduct.
Senior Management foster a control environment that encourages the highest levels of integrity
and personal and professional standards, a leadership philosophy and operating style which
promote internal control throughout the organisation and appropriate assignment of authority
and responsibility. There is keen awareness of the structures, controls and limits of decision
making as per the regulatory framework. Management noted the requirement for this to be
reinforced again in light of the changes taking place post the re-organisation plans in 2011 to
address the impact of the HR exit schemes.
There is a strong commitment to the transformation plan to harness the skills and ability of staff
so as to contribute to a sharing of objectives and a unity of purpose in achieving those objectives
in an environment which encourages innovation but within a strongly governed and controlled
framework.

3) Financial Control Environment
Maintaining the system of internal financial controls is a continuous process and the system is
kept under continuous review. The legacy accounting systems of the former health boards have
remained in place since the establishment of the HSE. In the absence of a single national financial
system, continued development and improvement of existing systems is of vital importance.
The HSE has responsibility for a very significant Budget which in 2010 was in excess of€14bn.
The HSE does not have a single integrated budget system. It uses a legacy system, Synergy, to
maintain national budgets. This is not linked directly to the various ledgers in the financial
environment of the HSE. The risk is that budget setting nationally would be out of synch with the
budgets as reflected in the local ledgers. The lack of accurate budgetary information and the
failure to disseminate that information to the appropriate responsible managers in a timely
manner could result in budgets being exceeded without management awareness and delay
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whatever corrective action may be necessary. There is a risk that despite corrective action the
systems may not be robust enough to enable it to avoid an excess on the Vote.
HSE has developed an interim budget issuing and corporate reporting solution (CRS) to address
its needs. This is not however an integrated solution. HSE centrally does not have access to local
ledgers and budgets contained therein. The process of issuing and uploading budgets is heavily
manual. The impact of this is loss of audit trail, a high degree of manual reconciliation and slow
reporting. A national budgeting group has been operating since 2009 and continues to enhance
standardisation of budgeting nationally. The Annual Budget Allocations are set and notified on a
timely basis so as to allow effective compliance and adherence to VfM. Budget allocations are to
be made in January each year to align with the effective delivery of the National Service Plan.
Budget holders display a strong awareness of their responsibilities in relation to the control of
expenditure and remain vigilant in the pursuit of operating within the budgets allocated to their
service area.
Management addressed, during the interview process, the 2011 severe budget constraints and
the actions being restrained by the current limits placed of staff as a result of the moratorium and
exit schemes and increased concern was raised on the challenge ahead to attain the business
performance targets in 2011.
The Report of the Expert Group on Resource Allocation and Financing in the Health Sector (Ruane
Report), as commissioned by the Minister for Health and Children was published in 2010. The
focus of the review was to examine how existing systems of Resource Allocation could be
improved to support better the aims of the health reform programme and deliver better, more
equitable health care provision for clients. The report made a number of recommendations
regarding changes to the method of funding services.
In line with these recommendations, the Prospective Funding programme has been established in
the HSE to pilot a change in the funding of hospitals from the historical block grants to a
procedure-based methodology. The programme has focussed on a number of elective
orthopaedic procedures for funding across selected hospital sites. The objectives of the
programme are to reduce the per capita cost of the treatments concerned and so have more
patients treated for a given quantum of funding. As the work is concerned with a fundamental
shift in how hospitals are funded, the programme will also aim to improve the understanding of
the risks involved in such a change, so that improved mitigating strategies can be developed to
support a wider roll out of the change. The programme is to go live in Q2 2011.The draft
programme Scope Statement is attached in Appendix 9.10.
A number of Statutory Agencies and Subsidiary Undertakings have been subsumed by the HSE in
2010:
1. Eve Holdings Limited
2. Eastern Community Works Limited
3. Bradóg Trust Limited
4. Aontacht Phobail Teoranta
5. National Cancer Screening Service Board
6. Crisis Pregnancy Agency
7. St Luke’s Hospital
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The Boards of four of the subsidiary companies have been reconstituted and are no longer
considered to be subsidiaries of the HSE. A process is in place to mainstream the remaining
subsidiaries into the HSE in early 2011.
Where integration is not completed within the required timeframe there is a lack of visibility of
transactions where agencies continue to operate their own systems, along with a risk that
Government pay policy is not being complied with as agencies continue to operate their own
payrolls. There is a risk that some subsumed agencies do not have an organisation culture
consistent with the HSE’s, particularly in areas of corporate governance. The protocols produced
by ISD and approved by Management Team “Due Diligence Relating to the Proposed
Incorporation of Public Bodies/Organisations into the HSE” have been completed for all entities
being mainstreamed. A due diligence template has been developed which is supported by a
Finance checklist to identify risk areas prior to integration. A cross-directorate group has been
constituted at the request of the Finance Directorate to resolve issues such as IT, processing and
payroll/IR with stakeholders in an organised way. Staff are inducted and trained in HSE financial
regulations. NFR-23 Due Diligence Investigations is due for launch in Q1 2011 the provisions of
which are in use in investigations currently underway.
The Finance Directorate has and will continue to merge designated entities onto the HSE systems
in 2011 with a view to reducing staff cost and facilitating effective controls.
The Health (Repayments Scheme) Act 2006 was enacted in June 2006 to provide a legal basis for
the repayment of long stay charges which were wrongfully imposed on eligible persons since
1976 under the Health (Charges for In- Patient Services) Regulations 1976 as amended in 1987 or
the Institutional Assistance Regulations 1954 as amended in 1965. Under the HSE Health
Repayments Scheme an external agency has been appointed to administer the scheme and make
repayments. There is a risk that existing controls may not be effective in ensuring correct
payments to eligible recipients.
The Consortium of K.P.M.G Accountants and McCann Fitzgerald Solicitors have been contracted
by the HSE to design and manage the repayments scheme. In light of the above the HSE relies on
assurances given by the Consortium in relation to systems of internal financial control applied by
them to ensure correct payments to eligible recipients. However, in order to ensure that this risk
is mitigated and managed and does not compromise the control framework of the H.S.E the
following actions have been instigated:
•

•

•
•

Grant Thornton has been engaged to review the Repayments Scheme operated by the
consortium. Four separate reviews will be conducted. Three reviews have been
concluded by Grant Thornton at this stage and no significant audit issues have arisen.
Following completion of the first review, Grant Thornton concluded that “We believe that
the Consortium has set up suitable processes and controls to adequately administer the
scheme”.
The HSE Internal Audit Directorate has carried out reviews of work on the repayments
scheme. K.P.M.G. Internal Audit Directorate has completed its own review of the
operation of the repayments scheme. The Comptroller and Auditor General conducted an
initial review of the scheme. No significant or material internal control weaknesses have
been identified to date in any reviews.
The HSE Audit Committee has reviewed the repayments scheme on a number of
occasions.
An Independent Appeals process forms part of the scheme.
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•

•
•

•
•
•
•

•
•

•

•

•

•

•

A special Public Bank Account has been established specifically for the purpose of making
the repayments and this Public Bank Account is operated in accordance with Public
Financial Procedures.
All payments from the Vote into the Special Account require the sanction of the Minister
for Finance.
The HSE ensures that proper books and records are maintained and that all its financial
procedures in regard to the special account are in accordance with the rules of public
accounting and the requirements of the Health (Repayments Scheme) Act 2006.
All payments are processed through the HSE (S.A.P.) Financial System and the HSE
financial regulations govern how the payments are made.
The Department of Health and Children agree with the HSE a format of regular reporting
in order to monitor the scheme.
Regular liaison meetings take place between the HSE and the Dept of Health and Children
to monitor progress and resolve issues arising in the repayments scheme.
Regular Oversight meetings take place with the Oversight Committee appointed by the
Minister. The Dept of Health and Children and the HSE report on progress and deal with
issues arising in the scheme at these committee meetings.
The HSE has assisted the Consortium in defining and strengthening their internal controls
through discussions and advice prior to and during the repayments scheme.
The HSE in partnership with the Consortium has designed specific business rules to deal
with the determination of eligibility and the calculation of repayments due where there
are incomplete or missing records in institutions. These business rules have been formally
signed off by the ISD PCCC and Finance Directorates of the HSE and the Consortium.
The HSE Repayments Unit in Tullamore operates its own internal controls, segregation of
duties, validation of files received from the Consortium and checking for duplicate
payments as far as is possible. Ultimately the accuracy of payments rests with the
Consortium.
The Consortium has provided the HSE with written assurance that they are “continually
reviewing the internal controls and the measures that we have in place to ensure that the
correct payments are made to the correct individuals”
A formal contract exists with the Consortium in relation to the repayments scheme and
clause 21.3 of this contract states that “The HSE is relying upon the Service Provider’s
skill, judgement and expertise and accordingly the Service Provider shall be liable to the
HSE for any loss or damage whatsoever, or howsoever or wherever caused arising
directly or indirectly in connection with this agreement”
Legal advice obtained in relation to the above clause has indicated that prima facie,
errors in payment if they arise , give rise to a contractual liability on the part of the
Scheme Administrator and that pursuant to Clause 21.3 of the agreement , any loss
(direct, indirect or consequential) accruing there from shall be to the account of the
Scheme Administrator.
Finally, the legislation governing the Long Stay Repayments Scheme i.e. the Health
(Repayments Scheme) Act 2006 contains many provisions which protect the states
interests and the interests of the HSE regarding payments made under this scheme and in
the event that overpayments or incorrect payments in any form occur then section 17 of
the Act specifically states that where it comes to the knowledge of the Scheme
Administrator or the Executive that an overpayment has occurred “then the amount of
that prescribed repayment so procured, or of that overpayment , as the case may be ,
shall be repayable to the Executive on demand and, if not so repaid, the Executive may
recover the amount , as a simple contract debt in any court of competent jurisdiction,
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from the person to whom the prescribed repayment or overpayment , as the case may
be, was made or the estate of that person”.
The HSE continues to take all reasonable steps to ensure, in conjunction with the Consortium that
the correct payments are made to eligible recipients.
The Nursing Home Support Scheme-Fair Deal commenced in Q4 2009 and will replace the
former Nursing Home Subvention Scheme and the “Contract Beds” system. There is an inherent
danger with a new scheme of this nature that key controls will not be sufficiently embedded to
ensure effective implementation of the scheme. The deferred payment element of the scheme
involves the transfer of information from the HSE to the Revenue Commissioners and control
weaknesses in this area, while posing no risk to the HSE financial statements may expose the
Exchequer to loss.
The Finance Directorate commissioned an External Financial Review of the Nursing Home Support
Scheme. The final report of the Consultants, engaged to conduct this review is imminent and the
observations and recommendations contained in that review need to be acted upon as a matter
of urgency in order to minimise the risk inherent in this new scheme. From the Finance
Directorate perspective the system is working well. However, there are some areas of concern
relating to local business processes in some of the 18 local Nursing Home Support Scheme offices
and these issues need to be addressed as a matter of urgency by the I.S.D Directorate upon issue
of the final report. The findings of the draft report were generally positive and noted several
areas of improvements in the payment process. The Director of Finance issued the draft report to
the business in January 2011 to ensure immediate awareness of the issues being raised. ISD areas
are currently addressing the weaknesses outlined in the report. The HSE has put in place analysis
on CRS to support Fair Deal. This is not a Vote System, it is accruals based, and therefore
programme level sub heads will remain difficult to report against until a single system is in place.
The Primary Care Reimbursement Service (PCRS) is responsible for the payment of
approximately €2.5 billion to external contractors under the various primary care schemes. It is
essential to ensure that there is a solid financial control environment under which these
payments are processed.
Key risks in this area are
1. Incorrect pricing data on the PCRS database leading to multiple incorrect payments.
2. Fraudulent or unwarranted claims by contractors and the possibility that claims may be
paid in respect of persons who are not entitled to benefits under the relevant scheme.
3. Adequacy of probity assurance arrangements.
4. Doctors Rural Practice Allowance

1.

Incorrect pricing data on the PCRS database leading to multiple incorrect payments.

A key procedure in delivering the HSE’s substantial expenditure on Schemes is the calculation of
payments to pharmacists based on prices recorded on the PCRS database. The prices are entered
on the database in accordance with instructions from the HSE’s Corporate Pharmaceutical Unit
(CPU) and are based on an agreement with the pharmaceutical manufacturers (IPHA) whereby
prices for each new drug are set at the average price from a basket of 9 other EU countries. This
information is entered by the pharmaceutical companies on a standard application form
submitted to the HSE.
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The price of a drug reimbursable under the various state schemes is determined in accordance
with the relevant agreements in force at the time of application. Prior to January 2005 these
agreements were put in place on foot of a negotiation between the Department of Health &
Children and the representatives of the manufacturers and importers of such items.
Responsibility for the Product File transferred from the DoH&C to the HSE in January 2005. The
September 2006 IPHA Agreement specifies under Clause 5.3 that regardless of whether a
manufacturer applying for a new product completes the basket country prices or not a two-yearly
post approval check of the basket country prices is made. The first check of all products added
since September 2006 took place in September 2008. A number of products had their prices
realigned following this procedure. A second check took place in September 2010 following which
additional products were also realigned. In addition, confirmation of a European basket price has
been verified with the relevant authority in other EU Member States on occasion. The HSE is
exploring the possibility of implementing a system which would allow a direct link with these
authorities taking cognisance of the current constraints on expenditure.
The HSE is very focused on reducing the cost of medicines for patients under the various State
Drug Schemes, including the Medical Card Scheme. We have been following a deliberate and
focused strategy and we have achieved considerable success and have been working to reduce
the cost of drugs supplied, through agreement with the pharmaceutical industry and the
implementation of revised prices (wholesale and retail).

Most recently, in view of the serious financial situation facing the country and particularly the
health services, and the requirement to achieve additional value for money, the CEO and the
Minister engaged with the Pharmaceutical Industry in December 2010 and negotiated significant
additional savings in drug costs in the order of €200m this year. This initiative provides the basis
for the HSE to continue to deliver services and to protect front line services to vulnerable groups

2. Fraudulent or unwarranted claims by contractors and the possibility that claims may be paid in
respect of persons who are not entitled to benefits under the relevant scheme.
The accuracy of the HSE’s substantial expenditure on the Drugs Payment Scheme (DPS) and, to a
lesser extent, the Medical Card scheme is dependent on pharmacists for the correctness of claims
submitted. It has been noted in 2008 that the controls in place to ensure the correctness of
claims were restricted, particularly in relation to the contract currently in place with pharmacists,
which makes only limited provision for inspection of pharmacy records by the HSE. Currently
there are 1,640 Community Pharmacy Contractor Agreements in the State and the existing
pharmacy contract specifies that any inspection process must be conducted by a pharmacist. A
detailed circular to Pharmacists was issued in June 2009 reiterating the requirement of the HSE
regarding correct claiming procedures and informing pharmacists that there would be an
increased emphasis on inspections.
Since then, in addition to the standard range of validation checks, a number of different types of
inspections have been carried out e.g. (i) Specific direct inspections by HSE Pharmacists (ii)
Pharmacists in a particular area or county visited by teams of Inspectors on a cross agency basis,
i.e. a tripartite operation consisting of HSE Inspectors, Irish Medicines Board inspectors, and
Pharmaceutical Society of Ireland inspectors. To date more than 100 such inspections have taken
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place and initial indications are that the majority of community pharmacies inspected are
operating satisfactorily.
In 2009 the HSE decided that executive responsibility for all of the Community Schemes comes
under central governance through the Primary Care Reimbursement Service (PCRS). This is a
significant step in terms of overall governance, accountability and control in terms of achieving (i)
an integrated approach to the management and delivery of the Community Schemes and (ii)
clarification of roles and responsibilities.
Centralisation of the schemes under central governance and accountability has commenced and
it is anticipated that efficiencies will be made in the short and medium term.
3.

Adequacy of probity assurance arrangements.

In 2009 the HSE decided that executive responsibility for all of the Community (Demand Led)
Schemes comes under central governance through the Primary Care Reimbursement Service
(PCRS). This decision enhanced decision making and accountability and ensures that there is now
one person ultimately responsible for all of the business and operation of the Community
Schemes nationally.
This is a significant step in terms of overall governance, management and control in terms of
achieving (i) an integrated approach to the management and delivery of Schemes and (ii)
clarification of roles and responsibilities.
Currently there are 1,640 Community Pharmacy Contractor Agreements in the State and the
existing pharmacy contract specifies that any inspection process must be conducted by a
pharmacist. With the transfer of executive authority for the Community Schemes to PCRS, it is
opportune to centre supervision of Pharmacy Contracts and the Inspectorate Function in PCRS
and to re-point the HSE Pharmacy resource to PCRS. The objective of the Inspectorate Function is
to provide assurance that expenditure under the various Community Schemes is both properly
spent and is in accordance with the terms and conditions under which the funding is approved.
The inspection service will form a vital part of our governance framework and the objectives of
the inspection function are to verify the facts on which payments to claimants are based on.
As the current pharmacist resources are refocused to undertake more inspections, it will bring
clarity to the ‘hand off’ points when a contractor comes to the point of entering the disciplinary
procedures of the pharmacy contract.
It is proposed that the inspection process will be based on both risk analysis and an element of
random selection. This will be both random and targeted through PCRS generated ‘outlier’
reports i.e. those pharmacies whose claiming patterns appear to be outside the norms for the
population it serves. In addition, the Inter Agency inspections (HSE/PSI/IMB) will continue and
have the potential to exert a significant deterrent effect on contractor behaviour. They reach a
large number of contractors over a short period of time with significant impact from limited
resources. To maximize effect on contractor behaviour, it is planned that Inspections will be a mix
of ‘two/three day’ operations swamping an area and inspecting the majority of pharmacies in the
county and ‘one day’ lightening strikes.
As the centralisation agenda moves ahead, there will be a significant body of work reviewing
products which have been locally approved. This will need significant pharmacist input in the
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short term. It will also advance the probity agenda seamlessly in that the professional inspectors
would be in a clear reporting relationship to the Assistant National Director accountable for the
monies expended on Schemes.
4.

Doctors Rural Practice Allowance – HSE PCRS

Department of Health and Children circular 13/72 provides that ‘where a doctor lives and
practices in a centre with a population of less than 500 and where there is not a town with a
population of 1500 or more within a three mile radius of that centre’ the doctor is entitled to
rural practice allowance (RPA). The allowance is presently in the amount of €19,055 per annum
for each doctor and is payable on a quarterly basis by PCRS.
There is a requirement that the allowance is only payable where the doctor practices are in a
centre with a population of less than 500 and where there is not a town with a population of
1500 or more within a three mile radius of the centre. There is evidence that number of doctors
presently in receipt of the allowance may no longer comply with the conditions of this policy. A
review of each case where a Rural Practice Allowance is paid is ongoing .

The auditors recommended that there should be a national review of all doctors presently in
receipt of RPA to be undertaken by the HSE National Contracts Office to determine the
continuing eligibility of doctors in receipt of the allowance. The auditors also recommended that
the Contracts Office should formally advise PCRS of the outcome of this review to facilitate
withdrawal of the allowance in respect of doctors who no longer comply with circular no.13/72
above.
1 audit recommendation was made.
A review of each case where a Rural Practice Allowance is paid is ongoing.
There is strong evidence of robust Financial Control in terms of documented procedures for
financial control in place and defined communication and reporting lines in terms of the efficient
flow of data. Ongoing training is provided where required. There are stringent systems in place
around authorisation and approval in line with HSE NFRs. However, there is a risk that the
controls in place will not be effective to ensure that no one individual has control over two or
more related phases of a process, thereby increasing the organisation's exposure to fraud. The
configuration of financial processing over multi-site locations, especially where processing
volumes are below critical mass, can give rise to concerns around the adequacy of segregation of
duties. Segregation of duties is a key element of any financial control framework. Mitigating
controls are in place to provide alternative control assurance where a lack of segregation of
duties exists. These controls include internal reviews, spot checks and the work of internal audit.
The ability to discharge the functions of the office on a timely basis may be impaired by the
shortage of staff. The staff moratorium and the effects of the VER and VRS exit schemes have
further added to this weakness. There is a shortage of competent finance staff to deliver upon
the key control requirements of the HSE. Examples of where this arises include Fair Deal,
Pensions, decision support to the business and in the central budgeting and treasury units. This
shortfall cannot be addressed in the present employment control framework. The only mitigation
is to ask individuals to cover a broader range of responsibilities. HR put a formal process in place
in 2010 with each directorate to assess the staff deficits and resultant effect on delivery of
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essential services. It is necessary to investigate the permanent re-engineering of finance
processes where gaps are significant.

The CEO reiterated in a memo in 2010 to his National Management Team the importance of his
role as Accounting Officer and requested their support in the continued development of effective
financial governance and control within the HSE. In line with the Torpey Report recommendation
there is a requirement to change the reporting relationship of staff, who are currently working in
finance functions within the service areas, to the Finance Directorate. This is a central element in
ensuring the discharge of the CEO’s role as accounting officer. 2010 saw the change in the job
description of the National Director of Finance in this regard. This allows for greater coherence in
the management of the finance function throughout the organisation, and in time enables
finance people to be freed up to support the development of financial decisions support units at
regional levels. The change is not with out challenge in 2010 and into 2011 but its
implementation has the full support of the CEO and his national management and the ISA
Regional Directors of Operations.

4) Control Activities are management policies and procedures applied to help ensure management
directives are carried out. They help ensure that necessary actions are taken to address risks to
achievement of the entity's objectives. Control activities occur throughout the organisation, at all
levels and in all functions. They include a range of activities as diverse as approvals,
authorisations, verifications, reconciliations, reviews of operating performance, security of assets
and segregation of duties. National Financial Regulations (NFRs) set out required minimum
standards and practice for financial transactions to ensure a clear understanding by each
employee of their responsibilities as they engage the assigned activities of their roles.
The embedding of the full suite of NFRs in processing locations continued though the year 2010,
with minor fit gap and fully implemented NFRs rise by seven and three percentage points
respectively. Internal industrial action which commenced in January 2010 in the HSE decelerated
the progress to full implementation. The project has been accorded highest priority with regional
finance teams put in place to oversee the completion of this process. The AFS and Governance
Directorate team monitor this process and receive regular progress reports from the regional
teams. These reports are periodically brought to the HSE Audit Committee for their
consideration.
The following table illustrates the implementation status of the above NFRs.
HSE NATIONAL FINANCIAL REGULATIONS (NFR) PROJECT
SUMMARY REPORT ON IMPLEMENTATION PROGRAMME
Regional Implementation
Progress
Status

Colour Indicator

HSE
DML

HSE
DNE

HSE
SOUTH

HSE
WEST

National
HSE @
March
2010

implemented

green

89%

53%

84%

32%

64%

minor fit gap required

amber

11%

47%

16%

68%

36%

not implemented

red

0%

0%

0%

0%

0%
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National Financial Regulations in issue:
Ref no.

Title

NFR-01

Purchase to Pay

NFR-02

Policies and Procedures Guide for Completion of the Annual Financial Statements

NFR-03

Payroll

NFR-04

Payroll Overpayments and Underpayments

NFR-05

Travel and Subsistence

NFR-06

Fixed Assets and Capital Accounting

NFR-07

ICT Funding and Approval

NFR-08

Retention of Financial Records

NFR-09

Engagement and Management of Consultants

NFR-10

Credit Card and Procurement Cards

NFR-11

Efficient Deployment of Resources

NFR-13

Cash and Bank

NFR-14

Financial Management in Community Residences

NFR-15

Other Staff Costs

NFR-16

Value Added Tax

NFR-17

Voluntary Donations, Gifts and Bequests

NFR-18

Protecting the HSE’s Interest

NFR-19

Inventory control

NFR-20

Emergency Response

NFR-21

Consultants’ Private Practice

NFR-22

Patients’ Private Property

NFR-23

Due Diligence Investigations

The development and maintenance of the HSE’s suite of National Financial Regulations is a
dynamic and continuous process, with new regulations and updates to existing regulations issued
periodically in response to new or emerging requirements.
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The table below sets out the status of revisions and updates to NFRs in issue:

While policies and regulations are nationally standardised, internal processes are largely systemsdriven, and variations in process remain unavoidable until such time as the HSE has implemented
a single organisation-wide financial system.
The ability to comprehensively review compliance and application of the NFRs in the HSE is
impaired by the reliance on local NFR monitoring systems. Ineffective or inadequate monitoring
of practices and activities could result in deficient internal controls.
Some weaknesses were evidenced in compliance with the NFR:
There have been high profile media and PAC examinations of Travel and Subsistence and Other
Expenses in the past year in large public sector organisations. A large organisation with
expenditure on the scale of the HSE is expected to have strong controls over the budgeting and
expenditure on travel and subsistence. There is reputational risk to the organisation if controls
are not adequate to ensure that expenses are rightfully payable, properly incurred and approved
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at the appropriate level and in compliance with the specific regulations and general guidelines for
the public sector. There is also a financial risk if expenses are paid that are not rightfully due.
NFR-05 Travel and Subsistence, NFR-15 Other Staff Costs were launched in 2009. The national
standardisation of the practices and directives in these areas will promote the accurate and
appropriate payment of such expenses and allowances. There is evidence of some local
arrangements where the HSE paid travel and subsistence costs at rates which are at variance with
the rates approved by the Department of Finance and not in compliance with the principle of
reimbursement of expenses necessarily incurred on official business. All such arrangements must
be regularised. HSE Human Resources working with HSE Finance will be initiating a review of all
travel and subsistence Allowances in Q1 2011 in order to certify that payments are in line with
relevant circulars and guidelines issued by the Department of Finance. Local arrangements in
place that result in travel and subsistence claims paid at rates which are at variance with the
approved rates and not in compliance with the principle of reimbursement in the Department of
Finance guidelines will be documented and reported. The measures required to correct such
arrangements will be set out.
An Internal Audit of a consultancy contract in 2010 revealed that a vendor was paid €3.2m (over a
number of years) in respect of services for which no competitive procurement process was

conducted. This constituted a breach of established regulations and additional controls have
been introduced for the approval and monitoring of consultancy expenditure during 2010.
Version 2 of the national financial regulation NFR-09 Engagement and Management of
Consultants is due for launch in Q1 2011

The last few years there has seen an increase in the number of Payroll Overpayments to staff.
These occur for a variety of reasons including:
• late notification of staff going on career breaks
• payments made when sick leave pay has been exhausted
• late notice of resignations
• some result from administration errors in Payroll Department
To address these issues a joint communication was issued from the National Director of Finance
and the National Director of Human Resources reiterating the responsibilities of all staff in the
payroll process. This communication detailed the following responsibilities:a)

All administration staff/returning officers/ line management in all areas must ensure the
following:
•

Compliance with the regulations relating to payment of salary during absences on
sick leave as stated in circular 10/71. It is essential that notice to entitlement to
payment of salary during sick leave absences is sent to the Payroll or HR
Department (as appropriate) in sufficient time to allow salary adjustments to be
made. Failure to notify that an employee’s entitlement to payment in respect of
sick leave absences should be reduced or terminated will result in overpayments.

•

Compliance with the regulations contained with NFR - 03 Payroll and NFR- 04
Payroll Overpayments and Underpayments.
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Notification and documentation to Payroll and Personnel Administration in a
timely manner of the following:

Job-Sharing decisions

Special Leave without Pay decisions

Resignations

Internal Transfer Forms

New Employee Set-up Forms

Parental Leave decisions

Flexible Working Hours decisions

Deferral of Increment decisions

Payment of Allowances decisions

Cessation of allowances decisions

Overtime/On Call etc

•

Difficulties have arisen in the past in relation to the non-receipt of some documentation
and have caused overpayments to staff. All of the above documents must contain the
following information:
• Employee's Name
• Group Personnel Number

b)

Payroll and HR staff should ensure that any overpayments identified are immediately
notified to staff and repayments commenced. An analysis of the cause of each
overpayment should be completed to identify if an audit of the current processes /
procedures is required to identify other related overpayments. Relevant housekeeping
reports must be run and reviewed regularly. HR and Finance staff must continue to cooperate with each other with the goal of reducing the incidence of salary overpayments
and increase the rate of recovery once identified. They also should ensure that any
allowances which should cease are actioned in a timely manner.

c)

Staff members have a responsibility to notify payroll if it is believed that an overpayment
has occurred for any reason. In future all overpayments will be immediately recouped
over the period that the overpayment has occurred.

d)

All line managers should note that any decisions outside of the norm (e.g. norm being
increments, incremental credit etc) must be processed in compliance with Health Service
Executive HR Circular 01/2010.

A national payroll working group, with representatives from each of the ten payroll locations, has
been established in 2009 with a kick off date of Q1 2010 for initiating of standardised national
reporting and managements protocols on area payroll overpayments. This national group is to
facilitate information sharing and process improvement pending the implementation of a single
payroll system for the HSE. The standard reporting and management of overpayments has been
identified as one of the priorities for this group. The following are the short term objectives that
relate to payroll overpayments
• Identification of the causes of overpayments
• Management of the end to end payroll process to reduce incidents of overpayment
• Agree the implementation of a standard national process for the management of
overpayments in compliance with NFR 4 Payroll Overpayments and Underpayments.
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•

Agreement and initiation of a national debt collection process to be invoked as
necessary.

Tasks completed or in progress by the National Payroll Working Group in the management of HSE
salary overpayments are outlined in the table below.

The following values are the sum of the figures returned from each HSE area.
•
•
•
•
•

The HSE balance of salary overpayments as at 30th September 2009 was €4.6M.
The closing balance as at 31/12/2009 was €4.710M
In May 2010 the outstanding overpayments figure was €4.927M.
In August 2010 the total overpayments outstanding was €5.293M.
The equivalent figure for overpayments outstanding as at 31/12/2010 was €5.043M.

As can be seen from these numbers there was an increase in the values reported at the end of
2009 and during the first half of 2010. This increase was primarily the result of the identification
of a small number of overpayment events.
However there has been a stabilisation and reduction in the outstanding balances in the second
half of 2010 the movement of the outstanding overpayments balances between August 2010 and
December 2010 in 12 4of the predecessor bodies.
•
•

4

Eleven areas had a decrease in the value of outstanding balances
One area had an increase in the value of outstanding balances

These predecessor bodies refers to the former health boards
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5) Planning & Performance
Planning is part of the process of management, essential to identifying needs, setting specific
goals, developing objectives and mapping how these objectives will be accomplished. High quality
planning, monitoring and measurement of services is a fundamental requirement of the HSE,
ensuring effective governance and accountability within the health service and also allowing the
HSE to evaluate its processes in order to learn, adapt, change and improve.
The Corporate Planning and Corporate Performance Directorate (CPCP) is responsible for the
implementation of a comprehensive integrated cross system planning function, a business
intelligence unit and operational performance reporting and measurement.
CPCP launched a new guide in 2010 outlining their role and function. This document describes, in
plain terms, the work of CPCP who are central to that process of planning and evaluation of
services. CPCP has four functions which work across all Directorates and Functions to support
governance, planning, monitoring and measurement within the HSE.
They are
•
•

•

Corporate Code of Governance vis-à-vis the implementation and updating of the
Code under the HSE Framework for Corporate and Finance Governance.
Planning. CPCP acts as a hub within the HSE for the planning process, playing a
central role in the compilation and publication of the HSE Corporate Plan, annual
National Service Plan and the HSE Annual Report.
Performance Measurement and Reporting where the directorate compile and publish
the
 Corporate Plan Report (periodic report against HSE Corporate Plan)
 Performance Report (monthly report against HSE National Service Plan)
 Healthstat (monthly report at hospital and LHO level based on operational
metrics)

•

Business Intelligence. The HSE Business Intelligence Unit (BIU) gathers and maintains
a central repository of service data from all hospital and community based health
services nationwide. Extensive amounts of data are collected, collated and validated
by the specialist analysts within the unit. The data together with analysis is used in
performance monitoring reports (e.g. Performance Report, Integrated Performance
Contracts, Healthstat etc) which influence the HSE in taking both operational and
strategic decisions.
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There are a number of key points for noting in the Performance Report for December 2010 as
follows:
The HSE has substantially delivered upon its Service Plan 2010 commitments in
terms of services, employment levels and funding.
The Vote return for December indicated a small surplus.
The HSE is 1,400 below its employment ceiling for 2010.
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Absenteeism level has fallen 7% over 2009 and 18% over 2008.
The HSE has delivered its target VfM adjustment of €106m.
Ongoing monitoring and review is an integral part of the management process. Monthly and
quarterly reviews of activity, expenditure and employment by Management and the Board and its
Committees form major parts of this monitoring function. In addition, regular Performance
Monitoring Control meetings are held to discuss expenditure and emerging trends, together with
discussion around any corrective actions required to be taken. This group is chaired by the
National Director of Finance. There is a new format Performance Report in 2010 to meet the
requirement to provide more information on the steps needed to correct reported variances
from profile/budget and the steps being taken to return spending within budget.
The HSE released the Casemix Budget Outturns for 2010 on Tuesday 8th February 2011. These
figures relate to the redistribution of acute hospital funding under the National Casemix
Programme for the 2011 financial year.
The National Casemix Programme has been in operation since 1993 and there are currently 39
acute hospitals in the Programme which account for almost €5 billion of health spending and over
5.3 million patient episodes across all treatment areas. Casemix ensures that hospitals are funded
for the patients they actually treat, at a cost per case determined by their own peers.
Casemix is the comparison of activity and costs between hospitals by categorising hospital
throughput into Diagnoses Related Groups (DRG’s). Casemix is an internationally accepted
management system for the monitoring and evaluation of health services which allows for the
collection, categorisation and interpretation of hospital patient data, related to cases treated, in
order to assist hospitals in defining their products, measuring their productivity and assessing
quality.
The process also contributes towards equity, efficiency and transparency by using common and
consistent criteria to classify and categorise hospital performance. Casemix in Ireland operates a
“budget neutral policy” (i.e. no funding is taken out of the system) which rewards efficiency by
redirecting funds to hospitals which have demonstrated that additional funding will result in real
benefits.
The data in the attached table in Appendix 9.8 provides details of the 2010 Casemix Budget
Adjustments (comprising of 2009/10 activity and 2009 cost data) for inclusion in the 2011
financial allocations. These budget adjustments are a reflection of each hospital’s performance
against their peers taking account of each hospital’s unique mix of cases and differing
complexities. Hospitals are not penalised for long stay patients, neither are they rewarded for
discharging patients too early. The system is designed to take account of each hospital’s “unique”
issues and “unique” patients.
ICT as an essential component of health service modernisation and service improvement and that
it is clear that significant further work will be required by ICT, operational management and
clinical/professional staff to ensure that ICT is fully exploited for the purposes of improved service
delivery and organisational efficiency. An ICT Strategy is important in order to align ICT
developments plans with business needs. The HSE does not currently have an ICT strategy that
has been formally adopted by the Board. In the meantime, a draft ICT strategy, developed during
2007 and 2008, is used to validate project proposals and guide decisions on capital investment in
ICT.
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This draft, however, does not take into account changes required in order to reflect subsequent
alterations to the HSE business model i.e. the impact of the HSE Reconfiguration Programme. An
updated version of the ICT Strategy is now in draft form and the ICT Directorate is starting the
process of consulting the organisation to seek feedback and comment prior to approval.
This strategy will provide a revised list of priority programmes and projects that need to be
pursued over the next three to five years in order for the strategy to be implemented. Some
analysis has been carried out on the resourcing implications (ICT and non ICT). Resolution of
issues associated with significant shortfalls in resources need to be resolved prior to the
publication of the strategy. Assuming this can be done, the strategy will be published by the end
of Q1 or early Q2 2011. Irrespective of whether the ICT strategy is in draft or published form, it
must still align with the HSE’s overall business strategy and objectives as expressed by the HSE
Service Plan and Corporate Strategy. The HSE has continued to ensure that ICT investments are
made in accordance with the following, documented and published, HSE Transformation
Programme priorities
• develop integrated services across all stages of the care journey
• configure Primary, Community and Continuing Care services to deliver optimal and cost
effective results
• configure hospital services to deliver optimal and cost effective results
• implement a model for the prevention and management of chronic illness
• implement standards based performance measurement and management throughout
the HSE
• ensure all staff engage in transforming health and social care in Ireland.
There has been considerable delay in developing the Health Service’s ICT infrastructure. Largescale ICT projects inevitably involve protracted planning, procurement and implementation
phases. The risks inherent in such projects are magnified when an organisation is also attempting
large-scale business change. In these circumstances, it is important that the HSE develops a clear
ICT strategy that is fully aligned with its transformation and reconfiguration objectives and puts
appropriate ICT governance arrangements in place.
The 2010 revised Employment Control Framework for the health services devolved to the
regions the day-to-day operation of the general moratorium on recruitment and promotion and
delegated sanction to recruit specific grades and exceptions. The HSE operated within the
approved reducing employment ceiling throughout 2010 and at the end of 2010 it is projected
that the outturn will be of the order of 108,400, over 900 WTE's below ceiling.
The opening 2011 WTE ceiling is 109,372 with an end of year target of 104,810. The employment
control environment in 2011 will demand even more for less in terms of employment numbers
and costs. The moratorium on recruitment and promotions will continue throughout 2011, with
the continuing exception of some delegated sanction for a number of specific grades and
services. The framework will provide some additional flexibility to recruit additional psychiatric
nurses, advanced nurse practitioners, clinical specialists and interns. Robust and responsive
employment control, with accountability at regional and service manager level, continues to be a
key driver for 2011. Reconfiguration and integration of services, reorganisation of existing work
and redeployment of current staff will need to underpin the employment control framework in
order to deliver government policy on public service numbers and costs and within budgetary
allocations. A detailed and robust workforce plan will be required to scope out the
implementation of the approved employment ceiling for 2011.
Some of the larger Funded External Agencies are funded almost entirely from the HSE grant.
There is a risk that some of the funding may not be used for the purpose intended or in
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compliance with the Standardised Service Arrangement and Grant Agreement conditions. The
HSE relies on the internal control framework of these agencies. A proposed control framework
setting out the respective responsibilities of the relevant parties is embedded in the HSE
Standardised Service Arrangement and Grant Agreement . These agreements are signed off and
agreed with the service provider in advance of funding being granted. A review the services
delivered by these Agencies is carried out on a regular basis by the HSE. Regular meetings are
held with the larger Agencies to review financial and service issues under the auspices of their
signed Agreements. Also direct contact between the HSE and the major Voluntary Agencies can
occur on a daily basis with regard to both Financial and service delivery matters that are
encompassed in the Agreements. The larger Voluntary Agencies submit their activity data to the
HSE on a monthly basis and it is included in the HSE Performance Report (PR) and the acute
services are subject to HealthStat meetings. The Annual Financial Statements of the Voluntary
Agencies are reviewed by the HSE to ensure that they use the correct accounting treatment in
respect of the grant received from the HSE.
Approximately €4billion is expended by the HSE on grants to the Voluntary Sector. Enhanced
governance arrangements have been proposed for Funded External Agencies. Standard format
Standardised Service Arrangement and Grant Agreement with performance management
templates for all HSE-funded external agencies in both the hospital and community sectors are
currently being implemented. These will provide more effective management and control
capacity in this significant area and facilitate compliance with the HSE Governance Framework in
the non-statutory sector. A Governance Structure is in place to oversee the implementation of
the Governance Framework for Services provided by the Non-statutory Agencies. A National
Business Support Unit (BSU) is in place to provide support to the operational system in the
process. Regional Lead Managers are in place in each HSE Region with a Local Lead in each
ISA/LHO or hospital network. The BSU provides support materials, training and project
management expertise. A work plan was agreed by the ISD Management Team in April 2010. A
National Register is maintained by the BSU and is updated by each of the 32 LHOs and Hospital
networks on a monthly basis. At the end of December 2010, the Register contained details of
3,958 (€3,345,551,142), individual non-statutory funding arrangements with such agencies. At
that date, 3,279 agencies 87.25% had completed governance documentation in place. The value
of the signed agreements was €3,092 million, 92.43%. While this is a significant achievement,
progress continues to be made with outstanding Agencies, and the 2011 work plan will provide
additional focus on early completion. A review of the standard Documentation will take place in
2011 together with the funded agencies. Strategic developments are also underway to ensure
that the governance framework continues to evolve beyond the current standardisation of
documentation.
The collection of Patient Private Income is an important activity in HSE hospitals. There is
evidence to suggest inability of the Hospitals to maximise income collection levels.
The HSE has a statutory requirement to charge private patients who opt for private care in public
hospitals. There continues to be a less than optimal trend of income recovery from privately
treated patients and substantial delays in collecting debts. The timeliness of collection of
maintenance charges due from private patients and the causes for delay are high priority issues
for the HSE.
There is an onus on the HSE to improve its collection rates of patient income. There was a key
focus in Q3-Q4 2010 around the reduction of the backlog of claims to be submitted to the Private
Health Insurers. An nominated RDO led the initiative on behalf of the RDOs/ISO with assistance
from representatives nominated from the Finance Directorate. The aim was to increase the
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submission of insurance claims to the private insurers in order to accelerate cash received by year
end. The amount of private insurance income outstanding nationally at Sept 2010 was
approximately €170.5m and the target was to reduce this by €20m.
Targets were set and agreed with each individual hospital and the following actions were carried
outa) Focused on high value outstanding claims awaiting submission. Hospitals were given
the opportunity to sign up to a "pilot" VHI scheme which allowed a claim that was 90
days old to be signed by a secondary consultant involved in the case.
b) Encouraged Clinical Directors to address issues on an individual basis.
c) Placed emphasis on following up private insurance claims which have been submitted
but not yet settled (pended).
d) Agreed a more frequent submission schedule with the insurers (submit daily to VHI)
and extended the final submission date for 2010 payment (VHI close date was changed
to 16th Dec for all hospitals).
e) Measured progress and reviewed results with on a weekly conference calls. Local
hospital issues were discussed and resolved by adapting solutions from other hospitals.
The process resulted in the amount owed for Private Income decreasing by €19m over the four
month period i.e. achieved 95% of the target. The momentum achieved in 2010 will be built upon
and in this regard it is important that the following take place in 2011 •

The entire process for reimbursement of private charges needs to be re-designed.
Work in this regard is being led nationally by the Director of Finance.

•

There continues to be a process to monitor and report on a monthly basis.

The regional fora with the Private Insurers has commenced. Requests have been issued for
standing members for each area and a template has been circulated to collect issues. The first
regional preparation meeting is being held in Q1 2011.It is evidenced above that the HSE has
been working on a number of internal changes in pursuit of this goal and has had some success as
acknowledged in the recent C&AG 2009 follow up report on the Management of Private Patient
Income. However, the key issues with the current process are • The entire claim (averaging 8 items) is signed off by the primary treating consultant (with
limited exceptions) before any part of the claim will be paid,
• All ancillary bills must be attached to the claim,
• The process is manual and very labour intensive,
• large volumes of hard copy documentation and filing required,
• Any loss of documentation will result in delays in payments to the public hospital system and
may involve the regeneration of the entire claim including the patient’s signature.
The HSE is of the view that the processing of the accommodation charge and the subsequent
provision of clinical information and sign-off by the primary consultant are two entirely separate
processes and have advised the department that the HSE intends to commence billing for
private activity on discharge. Continued administrative support will be provided to facilitate the
payment of consultants separately by the health insurers. This change is in line with the current
regulations in this area and this proposal would also address anomalies raised in the recent
Comptroller & Auditor General's reports on this issue. This change in process will fit well with
the centralization and electronic processing of all billing and collection into a Finance central
Shared Services Unit which is an ultimate goal in this income collection project. The Department
agrees with the HSE approach and has extended their full support to the success of the project.
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Planning takes place at several levels in the HSE and takes into account internal and external
guidance. Performance measurement reports mirror the different levels of planning and provide
an oversight for managers of actual performance measured against planned performance. The
enhancement of HSE planning and performance models is a continuous, evolving process that
will continue to develop over the period of the corporate plan.
6) Monitoring
The business environments in which the HSE operates is dynamic. As such, the system of internal
control changes over time, the way controls are applied evolves, and once-effective procedures
can become less effective or perhaps are no longer performed. New personnel, inconsistent
training and supervision, and time and resource constraints often contribute to changes in
controls. Also, circumstances for which aspects of the system of internal control originally were
designed may change, causing them to be less able to warn of the risks brought by new
conditions. Therefore, to maintain effective internal control, management should monitor the
quality and performance of the system of internal control over time to determine whether it
continues to be relevant and able to address new risks. Internal control should be structured to
some degree to be self-monitoring and self-correcting.
HSE standards specify that managers are to continually monitor their operations and take
prompt, responsive action on all findings of irregular, uneconomical, inefficient, and ineffective
operations to ensure that controls are achieving the desired results and of building this standard
into the methods and procedures used to control operations.
Management showed an increased level of awareness of their responsibilities in this regards in
2010 and did not as in previous years place sole reliance on internal and external audit for
evaluation of their control systems. Management did rely on the Procurement and Finance
Directorate to conduct specific audits directorate where local own directorate expertise was
unavailable.
Monitoring is performed in two ways in the HSE, through ongoing monitoring activities and/or
separate evaluations.
Ongoing Monitoring Activities: Ongoing monitoring entails building monitoring procedures into
the normal recurring operating activities of the entity. Ongoing monitoring activities generally are
more effective than separate evaluations since they: (1) are ingrained in the entity, (2) are
performed on a real-time basis, and (3) react dynamically to changing conditions. Ongoing
monitoring activities include regular management and supervisory activities and other routine
actions such as comparisons and reconciliations. Many of these activities are informal and not
documented, which normally does not detract from their effectiveness.
Examples of ongoing monitoring activities evidenced include:
•
Management regularly reviews operating reports that are integrated with, or
reconciled to, information derived from the financial reporting system, and
significant inaccuracies or exceptions to anticipated results of operations are
identified and pursued.
•
Appropriate attention to organizational structure, supervisory activities, and
segregation of duties provide oversight to control functions and identification of
deficiencies.
•
Data recorded by information systems are compared to physical assets.
•
Internal auditors regularly monitor the entity’s activities.
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Management provide mechanisms (e.g., employee meetings, planning sessions,
surveys, fraud “hotlines”) for employees to provide feedback regarding problems
and concerns that may indicate control issues.
Personnel are asked periodically to state whether they understand and comply
with the entity’s code of conduct.

•

•

Separate Evaluations: Not to be confused with the annual overall evaluation of internal control,
separate evaluations of internal control on a periodic basis that focus on the operating
effectiveness of controls provide a fresh look and allow management to consider the continued
effectiveness of the ongoing monitoring activities. Separate evaluations may take the form of: (1)
control self assessments, where persons responsible for a reporting unit or function determine
the effectiveness of controls, (2) special reviews by internal audit or other appropriate groups,
and (3) procedures performed by members of management. The procedures these groups
employ to evaluate operating effectiveness should include procedures to understand each of the
entity’s activities and the design of the controls. These groups may employ a wide variety of
methodologies, techniques, and tools to conduct their separate evaluations including checklists,
questionnaires, or benchmarking. Each of the methodologies, techniques, or tools can be
effective, providing they are sufficiently sensitive to evaluate the operating effectiveness of the
controls subject to evaluation. Procedures are in place to evaluate the effectiveness of controls
on activities that are ingrained in the HSE operations and these self audits are performed on real
time basis. Although we noted a national focus on performing periodic evaluations there was a
small percentage decline in management own evaluations in 2010 over last years
interview/questionnaire results due mainly to staff shortages. Formal self audits by managers
during the year were performed in the following areas,:
Implementation status and application of the NFRs
Audit on Funded External Agencies
Audit of From A’s submitted in the capital process
Review on tendering processes
Review on inventory management systems
Review of contracts awarded
Review of Insurance arrangements

o
o
o
o
o
o
o

Monitoring processes are in place to ensure management's continued attention on its
responsibilities for implementing effective internal controls and continuously maintaining a
positive internal control environment. Evaluations have become a part of the ongoing processes
and thus an important part of the HSE’s internal control. The implementation of an ongoing
monitoring process, the HSE can expect that any weaknesses—and some will inevitably arise—
will be corrected within a reasonable period of time.
Consultant Contract 2008 provides for the monitoring and measurement of the volume of
consultants’ public and private workloads. Consultants are regarded as in breach of their contract
terms if they exceed the specified levels of private practice.
The HSE issued a number of guidance documents to hospital managers during 2008 and 2009
relating to the measurement and organisation of Consultant Public and Private Practice. The
guidance relates to the implementation of revised arrangements for processing and treatment of
public and private patients to reflect changes to the interpretation of eligibility legislation. The
guidance also described the data sources and systems to be used to record consultants activities.
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New measurement systems have been developed by the HSE, in conjunction with the Economic
and Social Research Institute (ESRI), to monitor consultants’ private practice levels individually in
the manner envisaged in the Consultant Contract 2008. These measurement systems have been
installed across the 49 acute hospitals. The resulting monthly reports are provided to consultants
and to their Clinical Directors or Hospital Managers and to the national HSE Consultant Contract
Implementation Group for compliance monitoring purposes.
NFR-21 Consultants’ Private Practice sets out the mechanism for remittance of excess private
practice fees. In summary, the regulation provides that all private fee income in excess of the
prescribed limits will be refunded. The NFR was issued in August 2010. The NFR envisages that a
consultant who has exceeded his private practice limit will be given 30 days to remit any amount
due to the Research and Study Fund. It also envisages that
• should the consultant remit the required amount, he/she will be entitled to resume
private practice on receipt of confirmation of receipt of the required amount from the
employer
• should the required amount not be submitted, the consultant will not resume private
practice in respect of the cohort of practice where he/she is in excess of the specified
ratio pending remittance of outstanding fees to the Research and Study Fund.
As part of contractual arrangement agreed in 2008, consultants undertook to limit private
practice to set levels. The C&AG Annual Report concluded in its paragraph on this that there has
been limited progress in implementing this provision in that
• private practice levels in many hospitals continue to exceed permitted levels, in some
cases significantly so
• monitoring is very much in arrears being reported up to nine months after the work was
done.
Although an implicit objective of Consultants Contract 2008 was to remove any financial incentive
on the part of consultants to engage in private practice above an agreed level, no financial
adjustment has yet been effected.
The HSE has collected no private fee income from consultants who are exceeding their permitted
private practice levels. Progress is being made in this regard with 35 consultants with private
practice in excess of the authorised limits having received letters from the HSE seeking
remittance of their excess private practice income. Final invoices have issued to 9 consultants in
excess of private practice limits on or before 28th February 2011.

7) The need for full Compliance with State Directives is continually emphasised to staff. While it is
evident that staff are aware of HSE polices and procedures as they apply to them in addition to
their recognition of their relevant statutory and regulatory obligations, breaches of tax
compliance have been identified in 2010 and regularised with Revenue as necessary. Where
areas of non-compliance have been identified, the appropriate disclosures have been made to
Revenue. Communication of and training in the appropriate tax treatment has been extended to
all processing areas.
With effect from May 2009 a national taxation compliance framework has been put in place
within the Finance directorate to support the business in complying with tax law and a national
level relationship has been established with the Revenue Commissioners. The taxation affairs of
the HSE are being managed centrally, through the AFS and Governance Unit of the Finance
Directorate. Revenue has nominated an official at Principal Officer level to interface with the HSE
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on a national basis. The HSE is working together with Revenue with the purpose of achieving the
highest possible level of compliance across the taxes for which the HSE needs to account. A
constructive relationship has developed with Revenue and regular meetings are scheduled for the
purpose of ongoing joint review of tax risk and the agreement of compliance action plans. The
reviews of tax risk allow Revenue to contribute its experience of risk areas that may need to be
focussed on by the HSE in its assessment of the tax risk dimension of overall regulatory risk. The
engagement with Revenue has resulted in a heightened awareness within the HSE of effective tax
risk management as an important aspect of good corporate governance.
The overall engagement and the action plans are intended to create, over reasonable
timeframes, a momentum leading to rolling internal review of tax risk and to voluntary disclosure
of any liabilities detected. This will also lead to clarification of interpretation and practice and to
the opportunity to ensure consistent application of tax law across each HSE Area.
This is being achieved within existing resources with a small amount of external support. There is
now a resource available to the business to seek expert tax advice and ensure compliance.
In 2010 the HSE collaborated with Revenue to address the tax treatments of the following areas,
e.g. community midwives, locum doctors, GP out of hours co-ops, benefit in kind etc. In addition
formal training programme for 2010 was provided to financial accounting staff, delivered by
Revenue, PwC VAT specialists and HSE Finance staff on topics including Revenue Audit, VAT
changes for public bodies, and completion of returns. The Cooperative Compliance Model
remains in place with Revenue.
The project to modify systems and processes to facilitate reporting under Section 481(b) Taxes
Consolidation Act, 1997 - Reporting to Revenue of payments made by Government bodies is
being managed by the Accounts Payable (AP) Working Group, with support from AND AFS and
Governance who is the project sponsor.
Information required from the HSE Business is as follows:
• Payments made during the Calendar Year
• Excluding payments subject to PAYE and RCT
• Excluding payments to staff e.g. Travel and Subsistence
• Including payments to Non-Residents
• Report for years including 2008, 2009, 2010
• Each Payment reported to include the following:
1. First Name/Surname
6. Total Gross Payment ex VAT
2. Address
7. Total PSWT deducted
3. Business Address
8. VAT Gross/Net Indicator
4. Tax Reference Number
9. Number of transactions
5. Year of Return
Key dates:
• 31st July 2010 - provide a list of all Agencies / Bodies under control of the HSE together
with contact name /address / email / telephone of the finance officer or person who will
deal with the return in these agencies / bodies
• 1st January 2011 - compulsory collection of PPS / Tax Reference Numbers (if not already
doing so). Numbers to be validated by HSE using the modulus 23 checker supplied by
Revenue.
• 30th June 2011 - the first filing date for 2008, 2009 and 2010 returns.
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At end January 2011, two Revenue audits remain open but inactive:
1.
HSE North West, Manorhamilton
2.
HSE South, Cork
One audit was concluded during January 2011:
3.
HSE West, including UCH Galway
Following a self review exercise, voluntary disclosures have been completed in respect of VAT
underpaid for areas HSE DNE and HSE West. A further self review is concluding in HSE South,
where the same VAT underpayment issue has been identified. A voluntary disclosure will be
made in March in respect of this liability.
The details of the audit settlements and voluntary disclosures are as follows:
HSE Area
HSE
West
(WHB)
HSE
West
(NWHB)
HSE
South
(SHB)
HSE
Dublin
North
East
(NEHB)

Audit Status
Settled Jan
2011

VAT

€1,973,585

€530,730

In Audit

PSWT

RCT

Interest

Penalties

Total

€57,840

€346,017

€3,261,823

€324,726

€85,063
To be
determined
by inspector

€295,127

€63,476

To be
determined
by inspector

€358,603

€409,493

€85,063

€3,945,152

€41,493

To be
determined
by inspector

€507,942

€450,986

€85,063

€4,453,094

€268,588

€324,726

In Audit
Unprompted
Voluntary
Disclosure
Dec 2010

Sub total
HSE
South
(SEHB)

PAYE/PRSI

€1,973,585
Unprompted
Voluntary
Disclosure
March 2011

Total

€1,150,583

€268,588

€57,840

€466,449
€1,973,585

€1,617,032

€268,588

€57,840

A return under a single tax number is not currently possible without a large scale manual
intervention to consolidate tax returns which are output by the multiple payroll sites postprocessing. Given the inherent risks and inefficiencies of such manual intervention, along with the
Revenues zero-error tolerance, this course of action is not practical. As part of the discussion with
Revenue a business case has been put forward by the HSE to run a single tax number using one of
the HSE existing numbers. This business case is still under consideration with further deliberation
scheduled for 2011 to progress the case. The long term solution is a single organisation wide
payroll system. In the mean time, an incremental process is underway to reduce the number of
payrolls over time. PPARS payrolls are now consolidated under one processing point.

As raised in C&AG Management Letters, Public Financial Procedures (PFP) apply to the HSE. As a
consequence of the fact that the HSE is funded by way of a Vote, expenditure requires the
sanction of the Minister for Finance. This sanction is normally given subject to a number of
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conditions, particularly in relation to ICT expenditure, capital expenditure, and special payments
such as write offs and losses.
There is a risk
1.
that Department of Finance/Public Financial Procedures requirements for specific or
delegated sanctions are not being adequately complied with, with the result that
expenditure may be incurred otherwise than in accordance with due authority.
2.
of non-compliance with new service development requirements as expenditure details
are not available from the current financial systems.
The Vote and Treasury Section maintains a register of the annual sanctions for general
expenditure. Sanctions in relation to specific items of expenditure are issued by the Department
of Finance and/or the Department of Health and Children to the relevant service areas which are
responsible for ensuring that the HSE conforms to the terms of the sanction. Sanctions relating to
Capital and ICT are the responsibility of the relevant corporate functions. The HSE is in a formal
process with the Minister of agreeing a sanction framework for losses and special payments. As
expenditure is not readily available on the current systems subhead monthly expenditure is taken
from the Performance Reports and it is proposed to develop a mechanism for capturing annual
expenditure for the Appropriation Account process.
An instance was noted during in 2009 that the HSE, following a legal opinion, is of the view that
the decision of the Minister for Health and Children in March 2009 to classify all patients treated
by a Category A consultant as public patients is incorrect and has no legal basis. The financial
statements for 2009 have recognised Patient Income of approximately €5 million for Category A
consultants. If the decision of the Minister is found to be correct that amount would need to be
written off. However, if this matter remains unresolved it will have to be addressed as part of the
2010 audit. If the matter is not resolved it could lead to material misstatement of the patient
income figure in future financial statements. The HSE has actively engaged with the Department
of Health and Children and has forwarded a copy of the HSE legal opinion regarding the Minister’s
original decision of 23rd of March 2009. To date the HSE has received no formal response from
the Department. The HSE will continue to pursue this matter as a priority in order to resolve the
issue.

Circular 40/2002 was issued by the Department of Finance, in December 2002, to Government
departments. Under the Circular procedures, proposed contracts that exceed €25,000 in value
(exclusive of VAT) that are not subject to a competitive process are required to be reviewed prior
to award by relevant department’s/office’s Internal Audit or by an appropriate senior officer who
was not part of the procurement process. The Circular also requires;
•

•
•

Accounting Officers to complete an annual statement in respect of non-competitive
contracts, and to submit to the office of the Comptroller and Auditor General by the 31st
March the following year. This return should give details of the subject or purpose of the
contract, its value and the reason for not having a competitive process
Each department/office to maintain an up-to-date central register of non-competitive
contracts
Each department/office to designate a Procurement Officer to collate the information on
these contracts
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Until 2009 the scope of the Circular did not extend to include the HSE. The HSE submitted its first
return in May 2010 in respect of 2009. This return identified 26 instances of contracts, above the
threshold, undertaken without a competitive process with a total value of €4.2m. The C&AG
subsequently wrote to the Accounting Officer querying the completeness and accuracy of the
return. In his 2009 report the C&AG stated that ‘The HSE needs to put additional procedures in
place to capture the full extent to which procurement is conducted without competition and
implement the full requirements of Finance Circular 40/2002’.
A number of steps need to be taken in order to ensure that HSE fully complies with the Circular
including;
I. Establishing an appropriate process to review proposed contracts which exceed €25k that
are not subject to a competitive process prior to award
II. Strengthen existing arrangements for the collection and collation of information in
respect of these contracts
III. Issue communication to all senior managers to increase awareness of Circular 40/2002,
the prior review process (to be established) and the need for compliance with procedures
set out in Circular 40/2002
Communications issued from the National Director of Commercial and Support Services to the
National Management Team in January and March 2011 outlining the national standard process
in place for the 2010 40/02 report of the accounting officer. Included with the broadcast was the
new approved procurement policy document on staffs’ responsibilities in this regard. These
communications outlined:
I. the requirement for compliance with procedures set out in Circular 40/2002
II. the appropriate process to review proposed contracts which exceed €25k that are not
subject to a competitive by an officer outside to procurement process prior to award
III. the current arrangements for the collection and collation of information in respect of
these existing contracts which exceed €25k that are not subject to a competitive process
(to include standard documentation).
Note 16 (b) of the 2009 HSE Financial Statements details the liability to the Exchequer in respect
of Exchequer Extra Receipts (EER). Proceeds of the disposal of fixed assets are considered as
EER under Public Financial Procedures. The HSE is not entitled to retain these sales proceeds for
its own use and must surrender them to the Exchequer. About €19 million of the balance relates
to sales of land by the old health boards and its inclusion in the amount owed to the Exchequer
implies it will eventually have to be paid over to the Exchequer. This balance has not reduced
since the establishment of the HSE and will not be reduced as funding will not be made available
to pay it. The HSE financial management do not expect the HSE to have to pay over the old
balance. There is a risk that the inclusion of old balances in the financial statements may mislead
the reader of the accounts as to the performance of the HSE as they increase the amounts owed
by the HSE to the Exchequer.
The balance on the proceeds of disposal account of €19m represents proceeds derived from the
sale of assets pre 1 January 2005. The proceeds were effectively surrendered to the Exchequer
in 2005 by way of reduced technical adjustment outturn. The cash relating to the proceeds of
disposal was lodged in revenue bank accounts of the respective former health boards and
resulted in a reduced overdraft, thus reducing the technical adjustment requirement.
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The treatment of these outstanding balances has been the subject of proposals and approval
requests to the Department of Health and Children from the HSE, going back to December
2007.With the co-operation of the Department of Health and Children, a project has been
initiated during 2010 by the HSE Vote and Treasury section to proceed with the proposed
accounting treatment of the historical balances in conjunction with a new centralised approach
to capital payments processing. This project will go live on 1 January 2012.

8) Any organisation is primarily concerned with the achievement of its mission. Entities exist for a
purpose and the public sector is generally concerned with the delivery of service and a beneficial
outcome in the public interest. The achievement of this mission will face all kinds of risks. The
task for management is to identify and respond to these risks in order to maximise the likelihood
of achieving the entity’s mission.
The internal organization and the environment in which the HSE operates is continually evolving
and, as a result the risks it faces are continually changing. A sound system of internal control
therefore depends on a thorough and regular evaluation of the nature and extent of the risks to
which the business is exposed. The purpose of internal control is to help manage and control risk
rather than eliminate it. Ongoing identification and mitigation of risk based on an analysis of the
control systems and experience derived from transaction processing is key to safe administration
of public money. Risk management and control arrangements complement each other in
allowing the HSE to implement effective control and achieve its objectives. Since its
establishment HSE has placed significant emphasis on financial, administrative and other controls
and risk management and the organisation structure for risk management remains an evolving
process. The implementation of a structured process for managing risk in the Health Service
Executive is a fundamental HSE Board requirement. This has been identified in the HSE
Framework for Corporate and Financial Governance, in which the HSE states its commitment to
the adoption of an integrated approach to the management of risk.
In addition, day to day management processes have a strong focus on control and risk
management. This is illustrated by ongoing activity with regard to the clinical, health and safety
and patient welfare areas, regulatory and statutory inspections and reporting, responses to the
outcomes of internal and external audit reviews. There is evidence also from the current review
and interviews of significant good practice with regard to the implementation by management of
the control and risk processes.
Responsibility for drawing up individual risk registers lies with senior management the while
responsibility for compiling and maintaining a consolidated register lies with the Quality, Risk and
Clinical Care Directorate. It is the responsibility of each directorate to hold a risk register and it
was evidenced during the interview of the national management team member their focus on the
assessment and control of risks. Each directorate has designated this function in a senior
manager in their area of responsibility.
The ongoing liaison between the Audit and Risk Committees reinforces risk management as an
essential responsibility of executive management. 2009 saw a comprehensive review performed
by Internal Audit on the Corporate Risk Registers held in the National Directorates. The National
Director of Audit sought evidence from management to support their assertions regarding
progress on addressing the selected risks. His overall assessment was that there was the
existence of an overall good control environment. The national directors confirmed their
agreement with the contents of the report and confirmed acceptance of the recommendations.
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These recommendations are being implemented and the
actioning of these recommendations shall enhance existing
controls.

Item
Non Pay
Travel and Subsistence
Legal
Advertising
Education and Training
Drugs and Medicines

€m

Maintenance

9) A strong awareness of Value for Money (VfM) initiatives
exists within the HSE. During 2010, VfM continued to be a
priority among management with reconfigurations of services
being made where necessary, to achieve savings. VfM targets
are set, communicated and monitored on an ongoing basis at
local level with the aim of increasing efficiency within budget
spend. Senior managers confirmed over an 87% satisfaction
rating that value for money is consistency achieved in the
costs incurred within their units.
Cost reductions 2007-2010 of over €680m.
Item
IPHA Saving
Portfolio & Contracts Management
Travel and Subsistence
Telephony
ICT Framework & Licencing
Education and Training
Consulttancy

Taxis
Capital IT
Grants to Outside Agencies Corporate
Income - Collection of Private Income
Health Promotion Campaign Efficiencies
Pay, Overtime & Agency Costs
PCCC Non Pay Savings
NHO Non Pay Savings
Temporary Staff - non frontline
Unpaid Leave Initiatives
Non Replacement of Non Frontline Staff
TOTAL

€m
40.1
13.5
5.3
0.5
1.9
33.6
4.0
1.0
18.5
2.5
12.0
2.5
45.0
63.0
31.0
4.0
2.5
2.0
282.9

Patient Transport
Blood & Blood Products
Laboratory
Reconfigutation of Administrative Processes
Reconfigutation of Child Care Services
Disability Services Efficiencies
Cateriing
Office Expenses Rents and Rates
Computers
Heat, Power & Light
Pay
Reconfiguration of Mental Health Staff Costs
Reconfiguration of Hospital Staff Costs
Reconfiguration of Management/Admin Staff Costs
TOTAL

When
the
broad VFM
programme was established mid-year 2007,
there was a €500m. cost reduction target set for
the four year period 2007-2010. The detail
below indicates cost reduction against target in
this period of €684m.

No specific reductions or reporting framework
was agreed at the start of 2007, but at the end of
the year there was reported delivery of €63m.
largely through Procurement and Contracts
management initiatives. A target of €300m was
set at the beginning of 2008 with specific
Directorate level reductions, actions and
reporting frameworks. The end of year analysis
reported cost reductions of €280m against both
VfM specified targets as well as contingency measures to support some under delivery of
expected VfM initiatives.

There was a VfM budget adjustment of €115m. in the budget allocation 2009 and therefore, each
Directorate received respective reductions in their allocations totalling this amount with a
relevant action and reporting framework to support reports on both the maintenance of 2008
VfM in 2009 as well as delivery of the required 2009 adjustments. Detailed VfM financial
reporting confirmed the €115m was delivered including compensating efficiencies achieved
beyond the required adjustments in areas such as Drugs & Medicines, Patient Transport,
Maintenance, Advertising as well as other non-pay headings.
The broader requirement to deliver the Service Plan 2009 within the available resources required
efficiencies beyond the identified VfM Programme towards breakeven. The €500m. savings
referred to by the end of 2009 was made up the above VfM of €280m. in 2008 and €115m. in
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8.1
2.3
2.6
4.7
8.0
5.2
5.0
9.8
6.4
6.4
6.2
9.5
5.7
10.0
1.0
2.5
7.1
8.6
6.1
115.1

2009 as well as €100m. of the additional breakeven efficiencies including reduced Medical &
Surgical costs, reduced administrative costs and variable pay costs such as overtime, on call etc.

2010
Item

Medical and Surgical Supplies
Payment to Voluntary Providers
Insurance
Drug Cost Management
Energy Management and Costs
Offices Expenses and Administrative Overheads
Maintenance
Legal
Patient Transport
Catering
Laboratory
Travel and Subsistence
Professional Services (reduced rates and usage)
Child Care Placements
Agency Fees and Costs
Computer Costs
Cleaning / Washing
Blood / Blood Products
Security (improved management of costs)
X-Ray / Imaging
Medical Gases
Banking Costs
Improved income collection in Non Acute Facilities
Education and Training
Furniture, Crockery
Bedding and Clothing
Other miscellaneous non pay reductions:
TOTAL

Reducations
Required

Reducations
Achieved

€m

€m

10.30
10.00
10.00
9.30
9.70
7.80
6.50
5.00
4.30
4.20
4.00
3.50
2.40
3.10
1.40
2.60
2.50
2.30
1.50
0.80
0.80
0.60
0.50
0.30
0.20
0.10
2.30
106.00

18.52
10.00
10.00
9.31
4.11
0.00
6.43
3.26
0.44
7.48
0.00
5.20
2.42
3.08
1.40
0.88
3.64
9.40
1.50
3.15
1.90
2.20
0.50
17.43
1.96
2.16
0.27
126.64

In addition to the requirement to maintain 2007 to 2009 VfM in 2010 of over €550m and to at
least sustain the rate of spend in 2009 which delivered breakeven, the 2010 budget allocation
also required a further reduction in allocation for VfM non-pay cost efficiencies of €106m.
These economies represented reductions in budget allocations reflecting maintenance and
continuation of the type of cost management shown in previous years by our services and
delivered in co-operation with other supporting programmes such as Procurement, HR etc.
These further economies were challenging not only because of the requirement to maintain VFM
from previous years and to continue to manage cost growth, but also, and very significantly, in
the context of managing areas of increasing spend and delivering on our broader service
reconfiguration and improvement priorities. These reductions should be considered therefore
alongside the detailed service and performance improvements since 2009 outlined in the
monthly PRs, Annual Report 2010 etc.
These include the significantly reduced waiting times for Day Case and In Patient Treatment,
increased OPD attendances of nearly 5%, an 11% increase in Disability assessments, a 12%
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increase in the number of children in care with an allocated social worker, an 8% reduction in
readmission rates for Mental Health patients etc.. These cost reductions have also been achieved
in an environment responding to pandemic demands requiring 1.1 million vaccines to be
administered, increasing numbers of Medical Cards and GP Cards of 9% and 19% respectively
while also delivering on the required reductions in WTEs resulting in 2133 less WTEs compared to
2009.
Managing Cost Growth 2007-2010 with cost avoidance of over €1bn.
Clearly there is financial evidence of significant efficiencies being achieved by services and
managers in the last three years in not just the delivery of actual cost reductions through the VfM
and other budget management and service reconfiguration initiatives, but also through the
management of non-pay cost growth and the resulting cost avoidance.
Non Pay Cost Management
This Non Pay graph shows that
on the basis of comparison of
the non-pay costs 2007-2010
and applying the rate of cost
growth ‘06/’07 to 2008, ‘07/’08
to 2009 and ‘08/09 to 2010, as
if no cost management
programme was in place, there
was a net non-pay cost
avoidance in the HSE of €485m.
in 2008, a further €317m. in
2009 and €348m. in 2010.

Non Pay Expenditure: 2006 - 2009

€'m

8,000

7,919
7,808

7,500

7,559

7,491

7,434

7,210
7,000
6,837

6,500
2007
Actual

2008
Trend 09-10

2009
Trend 08-09

2010
Trend 07-08

Trend 06-07

For example, if Medical & Surgical cost growth had not been managed during 2010, the projected
opening cost for 2011 would be nearly €32m. or 13% higher. Equally, Drugs & Medicines would
be €376m. or 19% higher, Blood & Blood Products would be €13m. or 11.5% higher or Legal costs
would be €10m. or 24% higher.
HSE PAY : 2008 - 2010
€'m

excluding December 2010 payments for exit schemes
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Pay Cost Management
Although there were no Pay
adjustments for VfM in 2010,
included for information is a chart
showing the Pay trend against the
previous years, where 2008 Pay
has been uplifted for the full year
effect of Pay and Consultant
Contract Awards in 2008 and
2009.

Actual 2009

Actual 2008 (Uplifted f or T16 Increases)

There was an approximate 6% reduction overall in Pay allocation in 2010 and the YTD comparison
is showing a €351m. reduction in spend i.e. 5%, however, this increases to a €450m. reduction or
6.5% when Superannuation is excluded. There is considerable performance in management of
variable pay such as a 12% reduction in On Call costs and a 10% reduction in Overtime costs.
VfM 2011
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In addition to the requirement to maintain 2007-2010 VfM in 2011 of the above €680m., and to
at least sustain the rate of spend in 2010 which delivered breakeven, the overall 2011 budget
allocation requires a specific reduction for non-service impacting cost reductions of €200m.,
beyond the other PCRS and Moratorium reductions.
The range of reductions agreed for
2011, outlined in this table, reflect
the outcome of a process where
the HSE has focused on
maximizing the financial impact of
nationally led programmes and
processes to ensure the least
impact on levels of service in
meeting our financial breakeven
requirements. These include the
management and delivery of our
Procurement, Logistics, Estates
and Educations & Training
activities, as well as a national
approach
to
managing
discretionary expenditure under
relevant headings.
The
Procurement
and
Category
Management includes savings of
€30 million within the relevant
headings to reflect the significant
focus being given to maximizing
our market management and
supplier engagement towards
accelerating the planned multiyear procurement and contracts
management
programme.
Specific service-led initiatives are
also included where moving to a
more appropriate model of care
will also lead to reduced costs
without impacting on the level of
service.

Item
On Call Out of Hours Costs
Locum / Agency
Medical and Nursing Training and
Education
Procurement and Contracts Management
Medical and Surgical Supplies, Contracts
and Equipment
Drugs and Medicines
Laboratory Consumables
Blood and Blood Products
X-Ray Consumables
Medical Gases
Cleaning and Washing Products and
Contracts
Energy
Catering Products and Contracts
Patient Transport Costs
Bedding and Clothing
Vehicle Running Costs
Office Stationery, Printing, Equipment, etc.
Telephony
Insurance
ICT Equipment
Legal
Review of Rent / Lease Renewals etc.
Logistics and Inventory Management
Stock Management (Non Pharmacy)
Point of Use Demand Management
Stock Management (Pharmacy)
Aids and Appliances Recycling
Manage Discretionary Spend
Furniture and Crockery
Vehicles Purchased
Maintenance
Further non-service impacting initiatives
(to be identified)
Total

€m
5.0
7.0
2.6
78.7
23.4
18.0
8.9
2.0
1.6
1.3
3.1
1.5
2.6
0.8
1.0
0.2
3.8
2.5
1.0
2.0
5.0
5.0
20.0
8.2
0.8
6.0
5.0
41.7
11.0
0.7
30.0
40.0
200.0

As in the previous years of the Cost reduction programme, financial reporting of the maintenance
and further delivery of VFM will happen within the 2011 Performance Reporting (PR) process.

(i) The total cost of Agency Staff to the HSE is considerable with a cost of €153m in 2010. There is
a trend upwards in this spend category with €108m in 2009.The use of agency staff was restricted
in 2009 to key emergency vacancies in critical front-line posts in line with HSE HR Circulars
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01/2009 and 15/2009. HSE HR Circular 01/2009, the employment control framework for the
health services was revised in 15/2009 to give full effect to the moratorium on recruitment and
promotions in the Public Service as notified by Government effective from 27 March 2009.
The moratorium is a central feature of the required implementation on savings measures on
public service employment. HSE Managers have made strides to reduce the reliance on agency
staff and 2009 saw a reduction of 8% over 2008 of €117m.
However, many managers have indicated that the moratorium on the recruitment of staff in the
HSE which prohibits the employment of temporary staff within the HSE (other than specified staff
grades) means that they had no option but to utilise agency staff to maintain critical frontline
services, irrespective of the additional costs involved.
Reviews have exposed that the cost of utilising an agency staff member can exceed the cost of
employing a HSE staff member by as much as 36.5% as commission or administration fees are
currently charged by agencies at between 9% and 15% and VAT is chargeable on the full
consideration in the majority of invoices reviewed at 21.5%. Each location that requires agency
staff self-source and negotiate individualised HSE agreements with the employment agencies.
While staff costs for the agency workers compare favourably with a national standard average
there is evidence of inconsistencies in the amounts charged in relation to commission or
administration fees.
In 2008 HSE Procurement and HR commenced national tenders for the provision of short term
agency nurses and doctors. A comprehensive framework was finalised with a number of service
providers for the provision of short term Consultants and NCHDs early in 2009. The Nursing
tender had to be terminated and was referred to the Competition Authority because of some
anomalies. Interim arrangements and fixed rates were put in place with current Nursing agencies
in advance of a second national tender process. The framework for the provision of short term
doctors commenced in February 2010. However the ranked structure of the framework allowed
Doctors to migrate to higher paying agencies, thereby reducing any potential savings to the HSE.
In light of the significant spend on all agency categories, HSE Procurement and HR met in
November 2010 with a view to devising appropriate tender strategies to seek to maximise
savings. It was agreed by this group to commence an urgent tender process which would result in
contract awards as soon as possible to reduce costs and streamline contract arrangements.
As part of this process, the HSE would identify maximum salary rates that it would be willing to
pay against which tenderers would be requested to tender. It was therefore decided to terminate
all existing contracts and to retender the following agency categories:
a) Nursing
b) Medical and Dental
c) Support Servicers and
d) Allied Health and Social Care Professionals
On 3rd march 2011 an email was communicated to the business regard the new national Tender
for Agency Staff. It was outlined that the contracts are exclusive and operational for all the above
categories from the 14th March 2011 and that there is no authorisation for any HSE staff to use
and Agency outside of the Agency formally contracted for a particular staff category in the
relevant regions.
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In order to achieve the significant financial benefits possible from resultant contracts, the HSE
must ensure that it complies with the exclusive nature of the contracts. This will require
management support nationally, regionally and locally.

(ii) In 2010 the HSE published the first national review of GP out of Hours Services around the
country since the commencement of publicly funded GP Cooperatives in 1999. The report found
that there were almost 1 million contacts with GP out of hours services in 2008 and that patient
satisfaction is rated at over 90% for the majority of the out of hours services.
The review examined the 9 GP co-operatives across the country which provides an
evening/nighttimes, weekend and bank holiday GP service to patients and the 4 extended hours
services in Dublin. The development of the service over the 10 year period (1999 – 2009) has led
to a successful and highly significant quality initiative for patient care. The report was conducted
to review the local arrangements that have developed over this 10 year period to see what works
well for patients and to identify where greater value for money can be achieved to ensure the
continued provision of service and the development of the service in parts of the country which
do not currently have a GP out of hours service.
The report makes 13 recommendations designed to strengthen and standardise the GP out of
Hours Service across the country. Key recommendations include that the service would be
extended to cover parts of the country where there is currently no out of hour’s provision such as
Dundalk, Limerick, Sligo, Tullamore and Tallaght. Each of the 4 HSE regions will now engage with
non-participating GPs to ensure 100% out of hour’s coverage nationally.
Consistency in quality and standards will be ensured by introducing a standard contract between
the GP cooperatives and the HSE across all of the services defining roles and responsibilities and
clearly setting out items such as risk management policies, governance arrangements, clinical
governance and complaints procedures etc.
Nurse telephone triaging should be introduced in all services. This means that patients who call
the service will speak with or receive a call back from a nurse to discuss their condition, get
advice and decide if they need to be seen by the GP. Having nurses triage all calls is
recommended on the basis that it can be quality assured through a clinical decision support
system already in place in some cooperatives, it is cost effective and will ensure a standard and
effective service across the country.
As the HSE funds the service, the report also deals with strengthening financial control and
assurance for the HSE. It recommends that all payments to GPs would in future be submitted
through a secure online system to the HSE’s Primary Care Reimbursement Service rather than the
manual system currently in place.
The report was presented to GP co-operatives and has been given to the HSE’s Regional Director
of Operations with a view to agreeing implementation plans with GP cooperatives at a local level
for 2011.
Medical cards allow people to access family Doctor or GP services, community health services,
dental services, prescription medical costs, hospital care and a range of other benefits free of
charge. A medical card is a valuable document. Most people who get a medical card do so
because their income is below a certain level. Medical cards have been issued by the HSE’s Local
Health Offices nationwide and these offices assess applications.
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HSE management decided for many reasons that fundamental change in the administration of
the schemes was required. The HSE’s decision in 2009 to centralize the Medical Card
administration function, which received backing from the Minister for Health and Children, was
made “to make efficiencies in business practices that could realise savings in a very challenging
economic environment and provide a modern service to the public within sustainable levels of
expenditure. Centralisation of the processing system is essential, according to the HSE, to
increase cost savings and efficiency. Estimates show that centralising the process will save the
health sector in the region of €10 million annually.
This project commenced in 2009, has already achieved significant savings. Despite significant
resistance from various stakeholder groups with vested interest in maintaining the status quo,
which had persisted for years before in mid 2010 the HSE finished its ongoing centralisation of
the processing of all medical and GP visit cards to the HSE Primary Care Reimbursement Service
(PCRS) in Dublin. Previously, all such applications were processed in the 32 local health offices.
The change was implemented on a phased basis and commenced with the PCRS processing all
medical card applications for persons aged 70 years or over from January 2009. The second phase
commenced in September 2009 with the transfer of the entire medical card caseload from two
local Dublin health offices, in Rathdown Road and Ballymun, to the PCRS. The phased
implementation allowed the situation to be continuously monitored and, if required, modified to
address any issues arising, according to the HSE. In 2009 the PCRS processed over 72,000 medical
card applications which included nearly 42,000 reviews.
A number of significant initiatives have already been implemented and this major change project
is moving forward and is one of the central projects agreed to be expedited under the recent
Croke Park agreement. The changes which are being effected through the project have been
welcomed by the Board of the HSE, the HSE Management Team, the Minister for Health &
Children, the Secretary General Department of Health & Children and in recent weeks by the
Joint Oireachtas Committee for Health & Children.
By way of setting out some of the changes highlighted below, in summary, are some of the main
actions which have been taken before and after the decision to centralise responsibility for these
schemes in PCRS.
i.

Reviews: review letters are issued to all centralised clients three months in advance of
their review date, advising them to complete a review application, or in respect of people
aged 70 years or over to complete the new self assessment process which we have
recently introduced. Should the client not respond within four weeks a reminder letter is
issued.
Since the introduction of the Over 70’s Medical Card Scheme on 1st January 2009, and the
subsequent centralisation of medical card processing of two of the Dublin Local Health
Offices in the Autumn of 2009, the central office at PCRS has processed 187,333 Medical
Card Applications, of which 105,775 were reviews. 10,936 of these were new self
assessment reviews in respect of people aged 70 years or older.

ii.

Systematic Death Processing: Since centralisation commenced PCRS have implemented
for the first time systematic processing of death information based on the Death Event
Publication Service (DEPS). Where the notification is complete, eligibility is removed
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immediately upon receipt. PCRS are establishing a process involving HSE staff resources
to make use of soft death event notifications.
PCRS believe that GPs must be involved in assisting HSE with the management of the
client registers. The confidence and opportunity for better management of the registers
has enabled PCRS to successfully agree GP involvement in direct maintenance of the
register to remove eligibility upon death etc. Effectively, 2,200 additional stakeholders
will be directly involved in maintenance and regular certification of the register and in
many cases those stakeholders will have direct access to the death records concerned.
iii.

Systematic Duplicate Prevention: PCRS were instrumental in the decisions leading to
centralisation to make the PPS number mandatory in all cases. Since centralisation all
duplicates based on PPS number have been both removed from a legacy perspective and
prevented in the provision of new eligibility. No duplicate payment issues in respect of
any client where the PPS number is present.
Two issues are still being resolved in this area. A relatively small number of legacy
medical cards still are not associated with a PPS number. This will be resolved before 31
December 2010. Secondly, soft duplicates which are labour intensive to process are being
progressed in the same way as described above for soft death information.

iv.

Sharing of Data: HSE PCRS are pursuing vigorously the sharing of data between Revenue,
Department of Social Protection and the HSE. PCRS have been actively working with the
Department of Health and Children who have been assigned a role to facilitate this
exchange between the Departments. However, despite our best efforts in this area
progress has not been satisfactory and the matter is being escalated to a conclusion.

This strategic centralisation decision which has been made and the resulting actions, which are
being taken, propose to properly address the problem which has existed for longer than a decade
and should be significantly better managed following the transfer of responsibility to PCRS. While
some weakness in the new centralized processing was evidenced the HSE also believes it will
eventually improve turnaround times for processing of applications. Under the new
arrangements, the HSE will be aiming for a turnaround time of 15 working days or less, with
provision for emergency applications to be dealt with immediately. It has also launched a new
customer focused facility – www.medicalcard.ie – where a person who has applied through the
national central office can view the status of their medical card application or review online, using
a unique reference number and a new facility providing GPs with weekly electronic updates of
their panel listings, through the PCRS online application suite.

The Office of Legal Services was established in March, 2010 pursuant to the HSE’s commitment to
transform the delivery and management of legal services to the HSE. The focus of this Office is to
safeguard the needs and interests of all those who use the services of the HSE, those who work
with the HSE, and those who work for the HSE. The Office of Legal Services does not provide legal
advice on individual cases, but establishes protocols for dealing with legal matters across the
whole of the HSE. It is the intention of this office to assist each Directorate, Regional Directorate
and Local Health area by ensuring the timely and efficient provision of legal services of the
highest quality.
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HSE requires a comprehensive range of legal services from solicitors covering all aspects of the
functions of the service. There are two principal requirements under which legal services can be
grouped;
Corporate legal services – which are those advices or services which will impact on the
HSE as a whole and/or dictate or direct HSE wide policies, for example; co-location of
hospitals, national procurement projects, constitutional matters etc.
Operational legal services, which are those routine advices or services which are
required on an ongoing basis. Operational services tend to be unique or bespoke to a
local health unit, examples of which would include a local Child Care Application or
attendance at a District Court on an environmental health matter.
In order to meet these requirements and following a lengthy tendering process, HSE
implemented the new contracting model for legal services (services from solicitors) on 1st March
2011. This model involves in excess of thirty (30) law firms all of whom have been qualified by
HSE to deliver services through four (4) geographical panels; each panel representing a HSE
Administrative Area. The law firms on these panels (which have been called Member Firms) will
be used to delivers advices and services in key legal areas such as Child Care, Environmental
Health, Mental Health, Disability etc. The law firms on these panels will be managed by a single
law firm (Arthur Cox) who will act as the service manager for the contract. In addition to acting as
the service manager, Arthur Cox will also be responsible for providing HSE with all of its corporate
legal advice.
The objective of this contract is to achieve best value for money in the provision of legal services
for the HSE by delivering “more for less” and in doing so;
•
•
•
•
•

Ensure that expenditure on legal services is done so in a controlled and managed fashion
and realises value for money.
Provide discipline and consistency to the provision of legal services
Improve operational efficiency and reduce costs
Retain and develop existing pool of legal knowledge in critical areas of the law
Ensure continuity and consistency of legal advice

It is expected that this innovative contracting approach will deliver
•
•
•
•

a significant reduction in the cost of actual legal services
high quality legal advice and representation at all times and on all issues.
predictability of price and visibility of costs
consistency and continuity of service.

10) Induction, Training and Development.
There is evidence of a renewed drive in formal Induction Training in services which have
undergone significant structural enhancement in the staff base in 2010. The induction training
task for new staff and indeed current staff in terms of a refresher course has been assigned to a
designated resource in these locations. With the assistance of the HR directorate information
packs and training session material have been devised. This practice ensures that all new and
existing staff receive/renew the awareness of the organisation’s cultural environment,
particularly in areas of corporate governance.
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With the ever increasing emphasis on corporate governance and given the size and complexity of
the HSE, there is a shortage of professionally qualified accountants in certain areas. A programme
of Continuous Professional Development exists in some areas of the HSE. It is proposed to
extend this programme to all areas of the HSE but there has been a lack of internal resources to
pursue this project to the desired level. The HSE continues to seek the status of “approved
employer” with a major accountancy body. This will go some way towards alleviating the
shortage of suitably qualified accountants in certain areas of the HSE, enhance formal in-house
training of staff and assist staff in meeting their requirement for CPD. However, the CPD aspect is
advancing with the help of HSE HR Training and Development staff and the ACCA. It was planned
to drive this programme forward in 2010 until the HR support person was moved in early 2010
and no replacement was assigned until December 2010. A meeting on the 18th February 2011
with the new HR support has begun to advance this project once more.
Training in financial management, reporting and controls has increased in 2010 by 15%. While
attendance at in-house training is facilitated where possible (subject to resource constraints)
general training programmes are confined mainly to on the job coaching and mentoring
arrangements. Formal Training Courses were held for all finance staff in 2010, delivered by
Revenue, PwC VAT specialists and HSE Finance staff on topics including
• Revenue Audit,
• VAT changes for public bodies,
• completion of tax returns,
• completion of AFS,
• National Financial Regulations,
• Vote Returns and Annual Appropriation Account.
A series of training programmes for Internal Audit staff was provided during 2010. Examples of
such training in 2010 included
• Introduction to Internal Audit for new staff
• ICT Audit training was delivered by Mazars throughout the year.
• IDEA CAAT training was postponed in Q4 due to adverse weather and will be delivered in
early 2011.
• Relevant professional CPD training undertaken.
• Fraud awareness courses, developed and presented internally, were held in all but one of
the audit offices during the year with the remaining one scheduled for 2011.
The HSE has introduced its first standardised, multi-disciplinary Management Development
Programme entitled HSE First Time Managers (FTM) programme, to provide managers with the
basic skills of leading and managing performance. It is aimed at all staff managing people for the
first time, whether in an acting or permanent capacity, irrespective of discipline or grade.
The First Time Managers programme offers an introduction over four days to management and
leadership for people taking on their first people management role. It will cover the following
themes: organisational expectations; moving from a practitioner/operator role to that of a
manager; self-awareness; leadership in practice and managing performance. The programme also
contains Quality, Patient Safety and Risk elements, which serve to support the HSE response to
the Commission on Patient Safety and the Ryan Report recommendations among others.
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At the end of this programme managers will have a greater understanding of the
following:

•
•
•
•
•
•
•

Management theories and the
role of the manager.
Quality and risk.
Effective People Management the
Legal Framework.
Motivation and Teambuilding.
Finance.
Intercultural Awareness.
Customer Service.

•
•
•
•
•
•
•

Effective Meetings
Time Management
Health and Safety
Communication
Personal Development Planning
Managing Conflict
PPR/Team Based Performance
Management

The initial target audience has been defined as managers across all disciplines who have been
promoted to a managerial role for the first time in 2010, whether in an acting capacity or
permanently. This development programme will be facilitated by trainers from HR Performance &
Development, Childcare and Nursing & Midwifery Planning & Development and the first 4-day
programme in this area has been scheduled to commence in 2011.

11) Communication & Information
Communication plays an important role in the management of organisations and effective and
open communication is an essential unifying force within any large organisation to enable it to
function effectively. Communication, corporate culture and human resources are the key factors
that significantly determine the management of the organisation as well as the development of
its strategy and achievement of its objectives.
Managers and staff throughout the organisation are responsible for effective and open
communications practice. They are supported by the work of the National Communications
Directorate which has a key role to play in promoting effective communication. The National
Communications Directorate is a relatively newly-established directorate in its own right with
responsibility for Media, Internal and Public Communications, Care Group Communications and
Health Information Communications. Essentially it is responsible for developing, managing and
supporting internal and public communications initiatives and providing consultancy advice to
directors and managers across the organisation.
Staff within the National Communications Directorate are responsible for quarterly national staff
newsletter, updating and supporting HSE staff to update our Internet site and Intranet service,
handling press queries and media relations and planning and implementing public information
and advertising campaigns.
The National Communications Directorate overall objectives are:
•

To generate active and sustained support for the organisation’s vision and motivate
people to act on this vision.
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•
•
•
•
•
•

Ensure that the organisation focuses on delivering clear, credible & timely messages and
listens to what its audiences have to say
Create openness, understanding & trust among all users of its services
Make effective communications everyone’s responsibility
Lead and promote change in the HSE's communications culture in line with the health
reform programme.
Co-ordinate and manage information flows
Ensure all information emanating from the HSE is of the highest quality – PQ’s, media
queries

The National Communications Directorate seeks to achieve its key objectives by:
•
•
•

Attracting the best staff
Focusing on key priorities and
Targeting specific audiences.

Health and social care services hold a wealth of information about the services delivered to the
Irish public by the HSE. Despite this, it can be a challenge to put a finger on the pulse of service
performance. For HSE staff and managers to be able to stand over our work and to enable
continuous improvement the HSE need reliable, timely and comprehensive information about
how the services are delivered to those who use them. To meet this need, the HSE has designed
and implemented a performance information and improvement system called HealthStat
HealthStat is a comprehensive databank of performance information from Irish public health
services. It currently provides detailed monthly results from 29 teaching, regional and general
hospitals and 32 Local Health Offices (LHO’s) responsible for providing health and social care
services in the community. The results are published online on www.hse.ie. In late 2009, the HSE
modified services to achieve closer working between hospital and community services.
HealthStat is accommodating these changes by reporting a joint view on the performance of
hospitals and LHO’s at a regional level in order to support the new integrated structures.
HealthStat works on the basis of measures - how a hospital or LHO is delivering services to
patients, and targets - what we expect from a well performing service. Hospitals and LHOs get
marks on three themes: Access, Integration and Resources:
•
•
•

Access measures waiting times for services
Integration checks whether the services received are patient-centred
Resources looks at how staff and financial resources are being used

Pertinent information is identified, captured and communicated in a form and timeframe that
enable staff to carry out their responsibilities. Information systems produce reports, containing
operational, financial and compliance-related information, that make it possible for management
to run and control the business. They deal not only with internally generated data, but also
information about external events, activities and conditions necessary to inform business
decision-making and external reporting. The lack of a HSE National Information Systems restricts
the flow of relevant information on a timely and consistent basis. The extent to which manual,
rather than automated, systems are still being extensively used increases the risk of manual
override of controls. The need for a national system arises in the context of the HSE budget of
over €14billion in 2010 and a finance organisation that is large and complex with finance related
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functions in over 200 sites. The finance function deals with approximately 100,000 active
vendors, over 2m accounts payable invoices and over 500,000 accounts receivable invoices per
year. Recent reviews in inventory and logistics management have concluded that the absence of
a single integrated national system is a fundamental constraint to the achievement of cost
effective services.

The objectives on implementing a national finance and procurement system (NFSP) are
• To enable the HSE to continue its transformation programme through the development of a
National Shared Services.
• To deliver on the Vote management requirement of the Accounting Officer
• To enhance existing controls and compliance
• To free-up resources to report and analyse information to support the front-line
• To maximise HSE purchasing power and control by supporting consolidation of demand,
enforcement of contract compliance, establishing spend visibility throughout the
procurement lifecycle and control the logistics and inventory management.
To date almost the entire focus of the project has been developing a business case with sufficient
detail to underpin the decision regarding what is likely to be a significant capital investment
decision. 2010 say several consultations with the Department of Health and Children and the
Department of Finance to agree a revised approach without the assumption that the final
solution may be based on the extension of the existing (SAP) installations nationally as was the
bases of the initial business case submitted in 2008. The new business case was approved
internally and submitted to the Department of Health and Children in June 2010. The business
case requires internal and external approval and is subject to Department of Finance Peer
Review. The business case submitted for this approval indicates that it will take at lease 14
months to establish the project for the time of sanction and at least two year for project
implementation. The risks posed by the absence of such systems in both the Finance,
Procurement and HR areas has been identified and are managed effectively by those functions
with local and corporate information being consolidated and reported on a timely and accurate
basis through careful planning. 2010 saw further modifications to the AFS, Vote and CRS systems
to deliver as much as possible in advance of the national system.

12) Internal Audit Arrangements
The review of the Internal Audit function found that the independent activity of the Internal
Audit function provides a high level of assurance to a robust control framework in the HSE.
The internal auditors also measure the effectiveness of internal control through their efforts.
They assess whether the controls are properly designed, implemented and working effectively,
and make recommendations on how to improve internal control. They also review Information
Technology controls, which relate to the IT systems of the organization.
A revised process to track audit recommendations was devised in 2010. This obtains updates
from management on their implementation of audit recommendations, and it was commenced
with regard to audit recommendations contained in 2009 Internal Audit reports. From this
information, quarterly status reports are provided to the audit committee and the management
team on management self-assessment of their implementation of audit recommendations. In
addition to audit recommendation tracking, a programme of actual follow up audits is included in
the plan where audit resources permit.
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Alignment of Audit Plan with Risk Function - From 2011 Internal Audit will review risk registers
where risk registers are in place locally.
External Communication framework
• The HSE Internal Audit Directorate is represented on the Public Services Heads of Internal
Audit Forum and this is a useful forum which meets several times a year to discuss items
of relevance and share information from heads of audit in all Vote Holding entities.
• The directorate continues its close working relationship with the Office of the
Comptroller and Auditor General. Regular meetings took place throughout the year to
exchange plans, provide IA quarterly summary reports and to provide updates on audits
in progress to the C&AG senior staff.
Special Projects and Investigations
The forensics audit framework agreement in place with PWC was extended to September 2011
and this enables the unit to investigate complex and material frauds throughout the HSE should
they arise. In addition the unit will continue to carry out its own special investigations throughout
the country as required
A HSE internal audit review was completed in 2009 on the administration of the SKILL Programme,
which is a training and development programme for support staff and line managers/supervisors in
services such as catering, housekeeping, therapy assistants, technicians, maintenance, portering
and other non-clinical non-administrative staff. The audit identified weaknesses in the governance,
control of and accountability for funds disbursed in respect of administration of the programme.
The result of the audit and related recommendations were reported to the Audit Committee and
the Board and the implementation of these recommendations by management was continually
monitored in 2010 and this will continue into 2011 until all recommendations have been
implemented. The Comptroller and Auditor General in his Annual Report 2009 reviewed the outlay
under the programme, the extent to which its costs have been accounted for by reference to
substantiating documentation, the arrangements for delivery and evaluation of the programme
and procurement of training and other services. In addition, some issues identified by the internal
audit were referred to An Garda Síochána. In relation to governance and accountability the HSE
has now taken the steps required to ensure comprehensive compliance with its regulations in
relation to payments, travel and procurement arising out of our Internal Audits and the Controller
and Auditor General report. In this regard:
•
•
•

The SKILL programme accounts have been closed.
All of the SKILL accounting functions have been centralised and amalgamated into the
main financial systems within the HSE.
The operation of the SKILL programme has been relocated to the corporate head-office
and the staff have been mainstreamed into the HR directorate function.

A full value for money review has commenced in line with the recommendations of the SKILL audit.
The results will inform the decision making with regard to the SKILL programme when the current
phase is complete at the end of April 2011. The outcome of the SIPTU investigation is awaited in
order to complete the HSE investigation.
A HSE Internal Audit carried out in August 2010 identified significant failures in relation to
governance arrangements in operation at the HSNPF. The Health Services National Partnership
Forum (HSNPF) was established on foot of the national agreement on social partnership, in 2000.
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The HSNPF was funded by the DoHC until 2005 and thereafter through the HSE Vote.
The HSE internal Audit report charts the evolution of the HSNPF since 2000, the role and function
of the trustees, the activity of the forum, and, significantly, the standing of the forum.
The Audit report highlights the lack of clarity and confusion regarding the status of the HSNPF
going back to at least 2003 and indicates that the HSNPF sought to create an organisational form
and operating entity that was an artificial construct with no statutory basis.
Many of the governance issues and control weaknesses that emerged in the audit report arise
from the nature of the operating model - existing as it did - as a satellite entity outside of the
mainstream management control system.
Breaches of governance included:
• The executive role discharged by the Joint Chairs.
• Payment authorisation procedures.
• Provisions in place to control the signing of cheques.
The Action Plan for People Management (APPM) is a programme run by the HSNPF and whose
purpose was to facilitate the improvement of human resource management in the health service.
The HSNPF was provided with funding amounting to €1.355m under the heading APPM in the
period 2003 – 2008 of which trades unions received €1.008m.
HSNPF developed guidelines to manage this fund. The Internal Audit report noted that changes
were made to how this fund was controlled and governed. This resulted in three lump sum
payments, totaling €700,000, being made to SIPTU National Health and Local Authority Levy Fund
in 2007 and 2008. These undocumented changes in governance represent a breakdown in financial
control and a lack of compliance with its own arrangements that were deemed to be in place.
In a review of payments to the SIPTU National Health and Local Authority Levy Fund from the
HSNPF, HSE Internal Audit Identified the following matters:
•
•

•

In total, SIPTU National Health and Local Authority Levy Fund received €924,963 from the
APPM fund.
These payments were paid to one account and SIPTU Corporate has re-emphasised to us
that it had no knowledge of this bank account and it is not an authorised bank account of
the union.
A portion of the €700k lump sum payments made to SIPTU National Health and Local
Authority Levy Fund was paid to other unions.

Following contact from HSE Internal Audit, four unions confirmed they had received monies from
SIPTU National Health and Local Authority Levy Fund but had not yet spent these funds. These four
unions further agreed to repay the monies received to the HSE. A total of €275,283 has now been
refunded by these four unions.
In addition to the APPM fund, Internal Audit ascertained a further €26,201 of cost reimbursements
was paid by HSNPF to the SIPTU National Health and Local Authority Levy Fund.
Internal Audit examined payments made using the HSNPF credit card issued to the Forum Director
in the period 2003-2009. The total expenditure during this period was €84,516 much of this
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expenditure related to payments for travel, hotels and restaurants.
Of Audit concern is the fact that the credit card statements were self-certified and were not
authorised by either a Joint Chair or a Trustee. The audit report provides a detailed explanation
from the Director of the HSNPF on this issue. The absence of proper authorization and control
highlights the overall lack of clarity on governance.
There were 21 foreign trips undertaken by Forum members, staff and other persons as indicated
by documentation on file at the HSNPF. Five of these trips were previously identified in HSE’s
Internal Audit on the SKILL programme. The internal audit identified that in some instances a large
number of people went on these trips. The total costs identified in the accounts of the HSNPF,
which include payments made by the corporate credit card, and subsistence claims are €146,680.
Unlike the SKILL foreign trips, the 16 trips in this instance were all arranged by the HSNPF and were
properly reflected in its administrative records.
Arising from this internal audit the HSE has closed down the separate bank accounts of the HSNPF
and subsumed all accounts payable functions into the mainstream HSE financial control systems.
This report was completed in December 2010, and based on the findings further investigation all
matters arising from the audit is underway.
It is clear from Internal Audit reports that there has been a systemic failure to adhere to the
financial, travel and procurement regulations of the HSE relating to both the operation of the SKILL
Programme and the Health Services National Partnership Forum. The HSE has now subsumed both
Programmes within the HR Directorate of the HSE, ensuring that appropriate HSE governance and
accountability oversight is now in place. The HSE has also taken the appropriate steps required to
ensure comprehensive compliance with its regulations in relation to payments, travel and
procurement and to address in full the recommendations of Internal Audit and the C&AG to
ensure that these failures do not recur.
The ICT environment in the HSE is extremely complex. There is an enormous variety of applications
deployed over disparate networks and legacy architecture from the Health Boards era. ICT
Directorate has limited authority over the ICT environment, as the manner in which Capital
investment has been deployed has very much been along the line of business units and
directorates procuring ICT systems and deploying them on the network. Ownership, i.e. budget, of
these systems is clearly with the business unit, e.g. SAP Financials belongs to the Finance
Directorate, NIMIS belongs to Integrated Services. This is entirely appropriate as the business
should in fact have ownership of their business systems. The role of ICT is largely confined to the
provision and maintenance of the network technology and infrastructure that these systems reside
on. However, ICT has little apparent mandate to impose the necessary control requirements on the
business units. Therefore it is important to consider that a large number of the risks, audit findings
and recommendations around ICT in fact belong to directorates other than the ICT Directorate. It is
also worth noting that in some HSE managed hospitals, the local ICT personnel report to the local
hospital management and do not have a reporting line to the ICT Directorate. All of the above
make it more difficult for ICT Directorate to govern the ICT environment effectively.
The Mazars ICT Audit planning assessment endeavoured to establish a rating of the maturity of
controls in place across the organisation in order to mitigate ICT risk. The results of the exercises
would suggest that these controls are at a relatively immature stage in their development. i.e. on a
0-5 maturity scale, the HSE ICT Risk Control Environment is at a rating of 1 = Initial.
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This is defined as meaning that the organisation has recognised that risks exist and need to be
addressed, but that there are however few standard controls in place and fully documented, that
employees are not fully aware of their responsibilities for control activities and that the operating
effectiveness is not evaluated on a regular basis (outside of audit). The Mazars report identified
that there are a small number of ICT sub-processes that demonstrate a more advanced level of
control maturity, e.g. the ICT Project Management Methodology, however these are very much
“islands of excellence”.
Risk rating
The following table shows the areas that were assessed by Mazars for risk and the Raw Risk Rating
applied, i.e. the assessment of the risk without assessing any associated controls.
Assessment Area
ICT Governance

Raw Risk Rating
High

ICT Strategy & Planning

Medium to High

ICT Organisation & Resources
ICT Programme & Project Management

Medium
Medium

ICT Procurement

Medium

ICT 3rd Party Supplier Management
Data Protection
ICT Security
BCP & Disaster Recovery
Network Management
Applications

Medium
High
High
Medium
Medium
Medium

It is notable that ICT Governance is considered to be a high risk area. It is the view of Internal
Audit, based on the audits performed to date, that a considerable number of the findings made are
in fact rooted in the weak ICT Governance arrangements. In particular, two items stand out, 1) the
lack of a strong, business led ICT Steering Committee and 2) the lack of mandate and authority that
ICT Directorate have in enforcing ICT Security and Operational Policies.

Audit Planning and Coverage
The following table shows the audit areas identified in the Mazars assessment and the audits
conducted to date as they relate to the identified risk areas.
Assessment Area
ICT Governance

Raw Risk Rating
High

ICT Strategy & Planning

Medium to High

ICT Organisation &
Resources

Medium

ICT Programme & Project
Management

Medium

ICT Procurement

Medium

rd

ICT 3 Party Supplier
Management

Data Protection

Medium

High
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•
•
•

Audits Conducted
Included in the 2011 Audit Plan
Partially audited under the ICT policy audit 2010
Included in the 2011 Audit Plan

•

Proposed for the 2012 Audit Plan

•
•

NIMIS audited in 2010.
Ambulance system included in 2011 Audit Plan
•

Audited in 2010

Covered in
•
Procurement audit in 2010
•
SAP Financials Audit 2010 SmartStream Audit 2010
•
IPMS Audit 2010
•
Audited Cork Childcare and Galway University
Hospital in 2010
•
West Dublin Childcare and Waterford General
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Assessment Area

Raw Risk Rating

Audits Conducted
Hospital included in 2011 Audit Plan
Framework for ICT Security included in the 2011
Audit Plan
Substantially covered in the
•
Active Directory Audits in 2009 Follow up Active
Directory Audits in 2010/2011
•
National Data Centre Audit in 2010
•
Framework level audit included in the 2011 Audit
Plan
•
Covered in all application audits to date, e.g. SAP,
SmartStream, IPMS….
Covered in the
•
Active Directory Audit 2009 and subsequent follow
up in 2010/2011
•
PCRS Drug Payment Scheme System Audit 2009
•
SAP Financials North East Audit 2009
•
SmartStream Financials Northwest 2010
•
IPMS Kerry and Sligo 2010
•
PPARS is included in the 2011 Audit Plan
•

ICT Security

High

BCP & Disaster Recovery

Medium

Network Management

Medium

Applications

Medium

Of the three High rated risk areas, two of these, Data Protection and ICT Security, have been
substantially audited over the course of the 2009 and 2010 internal audit programme. Data
Protection will be revisited annually at different sites given its relative importance and high risk
profile. ICT Security will be addressed at the framework (high) level as part of the 2011 Internal
Audit Plan.The remaining High rated risk area and the only Medium to High rated risk area will be
addressed as part of the 2011 Audit Plan. These were not addressed in 2010 as it was the view of
Internal Audit and the ICT Directorate, when the Mazars assessment was reviewed and discussed,
that considerable work in the areas of ICT Governance and Strategy were necessary before it made
sense to audit them.
Key ICT Internal Audit Findings
The key findings by ICT risk area that have emerged over the past 30 months of ICT Audit and the
progress reported and observed are summarised in the following table.

Assessment
Area

Key Findings

Raw Risk Rating
•

ICT
Governance

High

•

•
ICT Strategy &
Planning

Medium to High

ICT
Organisation &
Resources

Medium

•
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Lack of clarity around who is
responsible for enforcing ICT Security
Policies leading to access control
issues
Lack of clear authority for ICT to
enforce minimum security
requirements on business systems
leading to unsecured personal data
and potential breach of the Data
Protection Acts
A considerable number of findings
would have some root in the lack of a
clear strategy for ICT leading to
resource, skills, technology
compatibility and integration findings
A large amount of management
responses cite the “interim” nature of
the ICT Directorate and lack of

Reported Progress
•

Limited progress at a national level

•

There has been little reported
progress on improving the
situation with regard to ICT
authority over business systems
standards
Strategy still not in place. ICT Audit
understand that the strategy is at
draft stage.

•

•

ICT resources have reduced in the
last 30 months
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Assessment
Area

Key Findings

Raw Risk Rating

ICT
Programme &
Project
Management

Medium

ICT
Procurement

Medium

•
•

resources and skills as reasons for
audit findings and impediments to
resolving the audit findings
Good ICT Project Management
Framework in place
Not always consistently employed by
business units
•
Lack of Service Level Agreements
•
Lack of contract and SLA
monitoring
•
Lack of a national standard for
SLA

•
ICT 3rd Party
Supplier
Management

•
Medium
•

•
•
•
Data
Protection

High

•
•
•

•
•

ICT Security

Findings similar to ICT
Procurement
Lack of supplier management/
reporting/ monitoring or review
Lack of awareness of which 3rd
parties are supplying to the HSE
Weak password issues
Weak Access Control
management
Weak Network Security around
sensitive information systems
Lack of user awareness
Lack of data classification
standards
High levels of access to data
assigned to system or network
administrators
Lack of an overall ICT Security
Framework
Low level of ICT Security
Awareness in the broader
organisation

Reported Progress

•

There is some evidence that
compliance with the standard ICT
Project Methodology is increasing
for national projects
•
ICT have put a dedicated
group in place to oversee ICT
Procurement and liaison with
CMOD
•
Internal Audit understands
that ICT have developed a
draft standard SLA
•
See above

•

•

•

High
•

•
BCP & Disaster
Recovery

Medium

•

•
•
•

Network
Management

Medium

•

No National standard for
Business Continuity Planning or
Disaster Recovery
Inconsistent standards found
across various application and
regions
Generally weak Access Control
management
Password Policy breaches
No single national network
makes it difficult to manage this
consistently and safely
Technical Configuration
Management issues

•

•

•

•

•

Applications

Medium
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•
•

Access Control issues
Password policy compliance
issues

•

Critical findings were
addressed on the spot in the
course of the Audits
More modern systems are in
the course of being deployed
in Childcare. ICT Security and
Internal Audit have been
extensively consulted by the
National Childcare System
project design team
ICT Policies have been
developed but there is still a
lack of an overall
management framework for
ICT Security that would offer
greater assurance
Other than ICT Policies being
available on the intranet
there has been little by way
of ICT Security Awareness
training or campaigns
No reported progress on a
National Standard for BCP
and DR
Local management have
responded to audits with
local plans in most cases
There remains a lack of
clarity as to who should
manage and review Access
Control. Best Practice would
suggest that line
management are best placed
to manage who has access to
systems and information
Password policy compliance
is now forced at the network
level in most regions
Work is ongoing toward
implementing a single
national network
There remains a lack of
clarity as to who should
manage and review Access
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Assessment
Area

Key Findings

Raw Risk Rating
•

•

•
•

National system integration
issues – implementing the same
system in different ways in
different regions – e.g. IPMS
Segregation of duties findings are
common. However the structure
of the HSE and the lack of a fully
deployed central processing of
procurement and payments
makes this a more complicated
goal to achieve
Licensing issues
Use of unsupported versions

Reported Progress

•

•

•

Control. Best Practice would
suggest that line
management are best placed
to manage who has access to
systems and information
A number of the legacy
systems in place do not allow
for strong password
compliance. As these systems
are replaced over time, this is
improving
There is a strong awareness
of the need to implement
integrated or “integratable”
systems. IPMS is being
addressed in this regard and
will be followed up on in
2012
Segregation of duties
mitigating controls have been
implemented, but there is
still scope for increased
preventative and detective
controls, particularly
automated controls (data
mining/in line audit)

The Mazars IT audit planning assessment report was designed to examine risks, and not controls as
a means of informing the direction of audit resources to the areas of highest risks. As such the
Mazars IT audit planning assessment report is silent on the issue of the adequacy of controls, and
the existence or adequacy of controls is more accurately determined through the examination of
results for individual IT audits conducted.
However, the main categories of control gaps noted in the course of the HSE ICT audits conducted
to date, that are specifically related to the requirements as set out in the pursuit of an effective
internal control environment fall into three categories:
1.

Inadequate Segregation of Duties
a)
The distributed nature of the HSE organisation and the existence of some very
old legacy systems
b)
The need for strong ICT authority to enforce, where practicable, system level
segregation of duties
c)
The lack of centralisation of procurement and payment processing activities
mitigates against optimum enforcement of segregation of duties.

2.

Controls for Preventing and Detecting Fraud
a)
Limited use of automated fraud detection at a financial / payroll systems
application level. There is scope for improvement in this regard.
b)
Primarily fraud prevention is based on segregation of duties and access control
measures.
c)
Lack of maturity in controls, where preventative, detective or corrective controls
are not considered in key IT supported processes

3.

Potential Financial Impact of Litigation
a)
Litigation resulting in significant financial impact to the HSE can occur where data
is compromised/lost
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b)

Litigation can occur where the HSE does not adequately ensure that it is
appropriately licensed to use all of the software it has installed on its
networks/computers

There is ample evidence that the internal audit function has a good professional relationship with
local managers. Managers are keen to have audits performed in their locations in particular with
the broad base of audits now in the Internal Audit Annual Plan. The views of the CEO and the
management team have been taken into account in compiling the Internal Audit Plan.
As part of the Internal Audit Directorate’s process to develop closer links with other directorates,
each directorate nominated an audit liaison officer at AND level for audit issues. Liaison officers
receive audit reports for their directorates and are a key link for national directors and the IA
directorate on audit issues.
It is clear that managers take explicit responsibility for dealing with issues arising in Internal Audit
reports. Management recognise the need to implement recommendations to address issues
identified by Internal Audit and there is evidence from the interviews with managers that the
outcome from Internal Audit activity and the recommendations arising are accorded high priority
on the management agenda.
Status of Internal Audit Report Recommendations as at 31st December 2010

No. of
Recommendatio
ns

(1) Total No. of Audit
Recommendations
Implemented or
Alternative
Recommendation
Implemented

(2) Total No. of
Audit
Recommendatio
ns
in Progress

(3) Total No. of Audit
Recommendations
unable to
implement or
superceded

(4) Total No. of Audit
Recommendations
not yet started.

843

554

97

69.5

120.5

65.72%

11.51%

8.24%

14.29%

0.24%

257.5

96.33

20.92

133.25

36

47.33%

17.71%

3.85%

24.49%

6.62%

OVERALL
TOTAL 2009
%
IMPLEMENT
ATION
STATUS
2009

OVERALL
TOTAL 2010

544

%
IMPLEMENT
ATION
STATUS
2010 *

(5) Total No. of Audit
Recommendations
Not yet due for
implementation

2

* This data does not give a view on the status of the recommendations contained in all 2010 reports - Instead it will gives a view on the status of
th
recommendations contained in reports issued up to 30 September 2010. This is because management are given a three month implementation period to action the
recommendations and therefore tracking recommendations commences three months after the reports issued. For example, the tracking of any reports issued in the
last quarter of 2010 would only be commenced in 2011.

In addition to its role of monitoring the HSE’s internal controls, the internal audit directorate
contributes to the efficiency of the external audits efforts by providing its approved annual plan
and the results of its completed work programme to the C&AG. The nature, scope and timing of
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the C&AG procedures are annually modified where they rely upon the work on the internal audit
function.
13) External Audit Arrangements
The external audit function is designed to form an opinion on the Board’s financial statements,
including:
•
•

the Accounting Standards laid down by the Minister for Health and Children and
with respect to the Statement on Internal Control, an opinion on whether the
disclosures required have been provided and the statement is not inconsistent with
the information which the auditors have been made aware of from their work on the
financial statements.

In order to avoid any misunderstanding regarding the objective and scope of the engagement of
the external auditor, and the method of its reporting, the following arrangement have been put
in place inter alia the two bodies. Again in 2010 these structures were examined and amended
where necessary.
•
•

•

•

An engagement letter setting out the baseline responsibilities of both parities is
received from C&AG annually,
An annual audit plan is presented in November each year setting out the areas to be
audited. An audit pack is issued to each area with a list of essential material to be
presented to the auditor prior to the audit.
Regular framework in now established between the C&AG and the Finance Directorate
to discuss items of mutual interest. Cross cutting issues are addressed by direct
contact and the C&AG and the Finance Directorate meet regularly to discuss items of
relevance.
As part of the Audit Committee function there is a role here to review the C&AG
annual management letter and review the status of the recommendation to be
actioned by HSE management.

The C&AG make a annual assessment of the adequacy of the accounting system and the control
environment as a basis for the preparation of the financial statements and the design of audit
procedures. In addition, the external auditor considers whether the Board’s Statement on
Internal Control reflects compliance with the Code of Practice for the Governance of State Bodies
and reports on any apparent misstatements in it, or material inconsistencies with the audited
financial statements, where applicable.
To date the C&AG’s opinion has been the “the financial statements give a true and fair view……….
of the state of the Executive’s affairs ……………. and of its income and expenditure for the year then
ended………………..…Proper books of account have been kept by the Executive.
The financial statements are in agreement with the books of account.” This external opinion on
the systems and records of the HSE attests to the robust inbuilt control environment within the
HSE that ensures the accuracy and reliability of the annual financial statements produced by the
board.
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7. Recommendations

While the control environment, control and risk management processes and assurance arrangements
remain largely effective there are a number of areas where specific action is recommended to increase
effectiveness and consolidate on the improvements which are in evidence since the previous report.
The following are the list of recommendations following the 2010 review:

1. The HSE’s Framework for Corporate and Financial Governance has been reviewed to ensure that
it meets with all the requirements as set out in the Code of Practice for the Governance of State
Bodies. A comprehensive suite of policies and procedures is in place: this is fundamental basis for
good governance and control. These documents will be available on the HSE Intranet in an easy
to access format. It is recommended that progress be made on this data-site in 2011 and that a
medium for a nationwide communication model be initiated that will provide all HSE staff with
information on their responsibilities under the Code together with future direction on its
implementation in their area of responsibility. It is also recommended that a tool is developed to
ensure mandatory awareness of staffs Compliance with Policies and Procedures in the
framework model.
2. The CEO reiterated in a memo in 2010 to his National Management Team the importance of his
role as Accounting Officer and requested their support in the continued development of effective
financial governance and control within the HSE. In line with the Torpey Report recommendation
there is a requirement to change the reporting relationship of staff, who are currently working in
finance functions within the service areas, to the Finance Directorate. This is a central element in
ensuring the discharge of the CEO’s role as accounting officer. 2010 saw the change in the job
description of the National Director of Finance in this regard. This allows for greater coherence in
the management of the finance function throughout the organisation, and in time enables
finance people to be freed up to support the development of financial decisions support units at
regional levels. The change is not with out challenge in 2010 and into 2011 but its
implementation has the full support of the CEO and his national management and the ISA
Regional Directors of Operations. It is noted that the moves made in 2010 are significant steps
towards finalising the new financial model. It is recommended that this process is brought to its
conclusion in 2011 to facilitate cohesive planning and actioning within the New Finance
Directorate Configuration

3. The lack of a HSE National Information Systems restricts the flow of relevant information on a
timely and consistent basis. The extent to which manual, rather than automated, systems are still
being extensively used increases the risk of manual override of controls. Recent reviews in
inventory and logistics management have concluded that the absence of a single integrated
national system is a fundamental constraint to the achievement of cost effective services.
The HSE submitted the business case for a National Financial and Procurement System to the
Department of Health and Children on 23 June 2010. Due to the nature and scale of this project,
and in accordance with Dept. of Finance Circular 02/09, this project is deemed subject to the
standard peer review process for IT projects in the public sector. The peer review process has
three stages: Business Case Review; Tender Evaluation Review; Contract Review. The peer review
group have now been selected and the Business Case Review stage has commenced with the HSE.
The timeline associated with completion of each stage is outside the direct control of the HSE.
Peer review process is estimated to take 12 months or longer.
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The current risks posed by the absence of such systems in both the Finance, Procurement and HR
areas has been identified and are managed effectively by those functions with local and
corporate information being consolidated and reported on a timely and accurate basis through
careful planning. 2010 say further modifications to the AFS, Vote and CRS systems to deliver as
much as possible in advance of the national system. In light of the knowledge that the national
system is not an imminent deliverable it is recommended that in 2011 all systems be reviewed as
to their deliverable capability and modified where appropriate to meet their reporting
requirements.
4. The Report of the Expert Group on Resource Allocation and Financing in the Health Sector was
published in 2010 and made a number of recommendations regarding changes to the method of
funding services. In line with these recommendations, the Prospective Funding programme has
been established in the HSE to pilot a change in the funding of hospitals from the historical block
grants to a procedure-based methodology.
The programme has focussed on a number of elective orthopaedic procedures for funding across
selected hospital sites. The objectives of the programme are to reduce the per capita cost of the
treatments concerned and so have more patients treated for a given quantum of funding. As the
work is concerned with a fundamental shift in how hospitals are funded, the programme will also
aim to improve the understanding of the risks involved in such a change, so that improved
mitigating strategies can be developed to support a wider roll out of the change. It is
recommended that this project be accorded the highest priority to achieving its deliverable in the
targeted date of Q2 2011.
5. There has been considerable delay in developing the HSE’s ICT infrastructure. Large-scale ICT
projects inevitably involve protracted planning, procurement and implementation phases. The
risks inherent in such projects are magnified when an organisation is also attempting large-scale
business change. In these circumstances, it is important that the HSE develops a clear ICT
strategy that is fully aligned with its transformation and reconfiguration objectives and puts
appropriate ICT governance arrangements in place.
6. An email was communicated to the business in March 2011 regarding the new national Tender
for Agency Staff. It was outlined that the contracts are exclusive and operational for a set of staff
categories from the 14th March 2011 and that there is no authorisation for any HSE staff to use
an Agency outside of the Agency formally contracted for a particular staff category. In order to
achieve the significant financial benefits possible from such contracts, the HSE must ensure that it
complies with the exclusive nature of the contracts. This will require management support
nationally, regionally and locally. It is recommended that the drawdown off this contract be
monitored to assess compliance.
7. It is recommended that the process of formalising the relationship of the HSE with its Subsumed
Agencies is concluded in 2011. For all entities subsumed into the HSE it is important to monitor
the transition in terms of the culture change required of the organisation to reflect their
integration into the governance framework in the HSE. It is recommended that formal induction
training in governance and control is given to staff of all subsumed entities to ensure their
comprehensive assimilation into HSE’s culture and practices.
8. An External Communication Protocol is established between the Comptroller and Auditor
General’s (C&AG) Office Director of Audit and his team and the HSE Finance Directorate to
discuss audit plans/queries and items of mutual interest. The parties continue their close working
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relationship with regular direct contact. Non adherence to the communication protocol has in the
past resulted in process failures. Where a special query arrived from the C&AG’s Special
Investigation Unit to HSE Procurement regarding Department of Finance Circular 40/2002 neither
the Finance Directorate nor the CEO’s office was informed, as required by the protocol. It is
recommended that communication protocols be adhered to, to ensure that all relevant parties
are notified of all queries from the Office of the C&AG, to protect against the risk of an
inadequate HSE response.
9. NFR-05 Travel and Subsistence, NFR-15 Other Staff Costs were launched in 2009. The
standardisation of the practices and directives in these areas promotes the accurate and
appropriate payment of such expenses and allowances. There is evidence of some local
arrangements where the HSE paid travel and subsistence costs using rates which were at variance
with rates approved by the Department of Finance and not in compliance with the principle of
reimbursement of expenses necessarily incurred on official business. All such arrangements must
be regularised. It is recommended that the HSE initiate a review in 2011 of all Travel and
Subsistence Allowances and certify that payments are in line with relevant circulars and
guidelines issued by the Department of Finance.
10. To address the issue of the management of Payroll Overpayments a national payroll working
group, with representatives from each of the ten payroll locations, commenced a project in Q1
2010 for initiating standardised national reporting and management protocols on area payroll
overpayments. It is recommended that this project is accorded the highest priority to achieve
conclusion in 2011. It is also recommended that the local Line Managers ensure that payroll
processes in their area of responsibility comply with National Financial Regulation-03 Payroll, and
National Financial Regulation-04 Payroll Overpayments and Underpayments.
11. A full suite of National Financial Regulations (NFRs) covering all processes mitigates against lack
of control on financial processes and procedures, which could lead to exposure to fraud, material
misstatements, inconsistency in current best practice, Value for Money exposure and inefficient
use of resources. The development and maintenance of the HSE’s suite of National Financial
Regulations is a dynamic and continuous process, with new regulations and updates to existing
regulations issued periodically in response to new or emerging requirements. The continual
training of staff in their responsibilities, coupled with a rolling programme of compliance
monitoring has particular importance in 2010 and going forward in 2011 in view of continuing
restructuring and reconfiguring of posts, people and services under the Integrated Services
Programme and arising from the VER/VRS Exit Schemes.
12. Delays in resolution between the HSE and Government Departments in terms of outstanding
approvals/decisions leave the HSE exposed to financial and reputational risk where HSE business
continues to operate without the necessary sanctions and approvals. It is recommended that the
HSE put formal agreed interface protocols in place with the Department of Health and Children
(DoH&C) and Department of Finance (DoF) in relation to finalising issues such as the DoF
Sanction Framework for the HSE, Consultant Type A Income and Refund of Extra Exchequer
Receipts.

13. An increasing level of expenditure is being coded through HSE Corporate ledgers. While the
oversight and management of expenditure is well structured in the four HSE Regions, in part due
to the legacy structures in place for Health Boards, the Finance Support functions (both
management accounting and financial accounting) for Corporate are not similarly developed.
Lack of oversight may lead to lack of control of financial processes and procedures, leading to
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exposure to overspending, fraud, material misstatement and is inconsistent with best practice,
Value for Money and efficient use of resources. There is a need to recruit accountants to the
centre of the HSE to support the ongoing subsuming of health agencies and the increasing
requirements placed upon finance in addressing the substantial changes in the organisation
structure of the HSE. It is recommended that a formal case is made to HR in this regard to support
this requirement.
14. In 2010 the HSE published the first national review of GP out of Hours Services around the
country since the commencement of publicly funded GP Cooperatives in 1999. The report found
that there were almost 1 million contacts with GP out of hours services in 2008. The report was
conducted to review the local arrangements that have developed over this 10 year period to see
what works well for patients and to identify where greater value for money can be achieved to
ensure the continued provision of service and the development of the service in parts of the
country which do not currently have a GP out of hours service. The report makes 13
recommendations designed to strengthen and standardise the GP out of hours service across the
country. The report was presented to GP co-operatives and has been given to the HSE’s Regional
Director of Operations with a view to agreeing implementation plans with GP cooperatives at a
local level for 2011. It is recommended that a formal action plan is agreed in 2011 and the report
recommendations implemented in the set timeframes.

15. NFR-21 Consultants’ Private Practice sets out the mechanism for remittance of excess private
practice fees. In summary, the regulation provides that all private fee income in excess of the
prescribed limits will be refunded. There has been limited progress in that the HSE has collected
no private fee income from consultants who are exceeding their permitted private practice levels.
During 2010, steps were taken to recover the income, with 35 consultants with private practice in
excess of the authorised limits having received letters from the HSE seeking remittance of their
excess private practice income. Final invoices have issued to 9 consultants in excess of private
practice limits on or before 28th February 2011. It is recommended that this provision be closely
monitored and income recovery targets pursued in 2011.
16. HSE managers are fully aware of the governance and control framework in the organisation and
are committed to performing their role in its maintenance and monitoring. Managers are faced
with an increasingly hard task to ensure that sufficient procedures are in place given the effects
of the moratorium and the exit schemes. The HSE is finalising an assessment of the impact of the
recent Voluntary Early Retirement (VER) / Severance Schemes (VRS) for management and
administrative grades and support staff to establish if it has resulted in a shortage of staff to
deliver upon the key control requirements of the HSE. Any shortfall cannot be addressed in the
present employment control framework. There is an added risk the staff targeted under the exit
schemes has led to the departure of key officers both in terms of the loss of their posts and the
diminution of expertise in their area of accountability and control. A formal redeployment
process is underway by HR, the results of which will be finalised in early 2011. Contingency plans
are being put in place to ensure the continuation of core health and support services during this
period of unprecedented reduction in administrative staff. This will require significant
redeployment / reassignment of remaining staff and reconfiguration and integration of support
functions and services in order to minimise the impact on front line services. It is recommended
that areas continue to monitor the effect of the moratorium and the exit schemes on the
effective operations of their business and pursue a robust workforce plan to ensure minimal risk
to the continuity of the business activities.
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17. While it is evident that individual managers strive to achieve their VfM targets it is perceived that
the individual units are not identifying with the national structure in terms of behaving as a single
entity and securing significant leverage in the contracts market. The range of VfM reductions
agreed for 2011 includes a category for Procurement and Category Management with proposed
savings of €30m within the relevant headings to reflect the significant focus being given to
maximising the market management and supplier engagement towards accelerating the planned
multi-year procurement and contracts management programme. It is recommended that the
progress of this cost reduction programme be keenly monitored and benchmarked against set
targets.
18. The Nursing Home Support Scheme-Fair Deal commenced in 2009 and will replace the former
Nursing Home Subvention Scheme and the “Contract Beds” system. During 2010 the Finance
Directorate commissioned an External Financial Review of the Nursing Home Support Scheme
payment process. It is recommended that the final report recommendations coming out of that
review are acted upon as a matter of urgency in order to minimise the risk inherent in this new
scheme.

19. At the end of December 2010, the national register contained details of 3,958 (€3,345,551,142),
individual non-statutory funding arrangements with Funded External Agencies. At that date,
3,279 agencies 87.25% had completed governance documentation in place. The value of the
signed agreements was €3,092 million, 92.43%. While this is a significant achievement, progress
continues to be made with outstanding agencies, and the 2011 work plan will provide additional
focus on early completion. A review of the standard documentation will take place in 2011
together with the funded agencies. Strategic developments are also underway to ensure that the
governance framework continues to evolve beyond the current standardisation of
documentation. It is recommended that this project be accorded the highest priority towards
achieving a 100% formal agreement sign-up rate for funded agencies.
20. The restructuring under the Integrated Services Programme is not without its challenges and
evidence in particular from the 2010 interviews conducted which suggest a lack of clarity in terms
of staff perception of their positioning within the new structure and of reporting arrangements in
relation to financial management, budgetary controls and employment controls. There is also a
marked decrease in the availability of written policy and procedures manuals and the
communication of same to the business. In this time of uncertainty within a complex operating
environment, significant challenges are being encountered with staff co-ordination, centralisation
of functions and continuity of management controls it is recommended that areas produce Local
Guidance Manuals that reflect national policies but are specific to the operations and the staff
structure of the local business especially where changes have recently occurred.
21. The HSE has a statutory requirement to charge private patients who opt for private care in public
hospitals. There continues to be a less than optimal trend of income recovery from privately
treated patients and substantial delays in collecting debts. The timeliness of Collection of
Maintenance Charges due from private patients and the causes for delay are high priority issues
for the HSE. There is an onus on the HSE to improve its collection rates of patient income. There
was a key focus in 2010 around the reduction of the backlog of claims to be submitted to the
Private Health Insurers. The process resulted in the amount owed for Private Income decreasing
by €19m over the four month period i.e. achieved 95% of the target. It is recommended that the
momentum achieved in 2010 is built upon in 2011 to achieve targeted deliverables.
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22. A return under a Single Tax Number is not currently possible without a large scale manual
intervention to consolidate tax returns which are output by the multiple payroll sites, postprocessing. Given the inherent risks and inefficiencies of such manual intervention, along with the
Revenues zero-error tolerance, this course of action is not practical. The long term solution is a
single organisation wide payroll system. In the meantime, an incremental process is underway to
reduce the number of payrolls over time. PPARS payrolls are now consolidated under one
processing point. As part of the discussions with Revenue a business case has been put forward
by the HSE to run a single tax number using one of the HSE existing numbers. This business case is
still under consideration. It is recommended to plan further deliberation for 2011 to progress the
case.
23. Department of Health and Children circular 13/72 provides that ‘where a doctor lives and
practices in a centre with a population of less than 500 and where there is not a town with a
population of 1500 or more within a three mile radius of that centre’ the doctor is entitled to
Rural Practice Allowance (RPA). There is evidence that number of doctors presently in receipt of
the allowance may no longer comply with the conditions of this policy. A review of each case
where a Rural Practice Allowance is paid is currently ongoing. It is recommended that this review
determine the continuing eligibility of doctors in receipt of the allowance and that PCRS is duly
notified of the outcome of this review to facilitate withdrawal of the allowance in respect of
doctors who no longer comply with circular no.13/72 above (where applicable).
24. A national Taxation Compliance Framework has been put in place within the Finance directorate
to support the business in complying with tax law and a national level relationship has been
established with the Revenue Commissioners. The taxation affairs of the HSE are being managed
centrally, through the AFS and Governance Unit of the Finance Directorate. Revenue has
nominated an official at Principal Officer level to interface with the HSE on a national basis. The
HSE is working together with Revenue with the purpose of achieving the highest possible level of
compliance across the taxes for which the HSE needs to account. The overall engagement and the
action plans are intended to create, over reasonable timeframes, a momentum leading to rolling
internal review of tax risk and to voluntary disclosure of any liabilities detected. This will also lead
to clarification of interpretation and practice and to the opportunity to ensure consistent
application of tax law across each HSE Area. The engagement with Revenue has resulted in a
heightened awareness within the HSE of effective tax risk management as an important aspect of
good corporate governance. It is recommended that the internal reviews of tax risk continue to
be accorded the highest priority in 2011 project planning in all directorates.
25. The HSE Controls Handbook has significant potential in its clarification of the Governance and
Controls framework that operates throughout the HSE. The Controls Handbook was initially
launched in 2008 and issued in conjunction with the annual Controls Assurance Programme (CAS)
which was cascaded down to Grade 8 level in 2010. The handbook was reviewed in 2010 in line
with the HSE’s Framework for Corporate and Financial Governance project. It is recommended
that the handbook be rebranded as the “Guide to Governance in the HSE” and re-launched in
2011 in line with the new HSE’s Framework for Corporate and Financial Governance.

26. In cascading Controls Assurance Statements through out a directorate it is necessary to prepare
and maintain a list of managers who will be required to formally attest controls in future reviews.
It is recommended that the designated officer in each directorate prepare a list of staff at all
levels for inclusion in the 2011 process. This has particular significance in the finance directorate
where the re-pointing of service finance officers to core financial management is in train. The CAS
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Process in each directorate should be tested against these records for (i) completion of all the
component parts of the process and (ii ) achievement of a conclusion within the set down
deadlines.

27. Status reports are provided regularly by management on the up to date position on the Progress
of the Recommendations from the 2007, 2008 and 2009 Internal Financial Control Reviews. In
overall terms continuous progress has been made. Of the 62 recommendations made over the
three reviews circa 40% are implemented and the remainder being actioned in line with agreed
progression plans. It was however noted during this review that although some actions in
progress in 2007 and 2008 might suggest sluggish progress it was evidenced that some of the
recommendations in these earlier years has been superseded by a more up to date
recommendation in the later reports. This had lead to instances of recommendations on a
singular distinct subject matter being included each year’s recommendation listing. This trend
distorts the status results. It is recommended that a thorough review is completed on similar type
recommendations and a “superceded” statues be assigned where appropriate. This will seek to
ensure that the list of outstanding recommendations remains current.
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8. Conclusion

The Board is responsible for the establishment of high standards of financial stewardship, probity and
public accountability. In order to fulfil these objectives the Board must ensure that an effective system of
internal control is in place over the use of its finances and financial management system. The
establishment and maintenance of effective internal financial controls is a fundamental element of a
strong corporate financial management approach and culture, and needs to be evaluated as part of a
robust self assessment process. This report maps the thorough review of internal controls within the HSE
in 2010.
The internal control system in the HSE is intertwined with an entity's activities and is built into the entity's
infrastructure and is an integral part of the essence of the organisation. The dynamics of the HSE and the
environment within which it operates are continually evolving together with its exposure to risk. The
controls system is designed to manage rather than eliminate the risk of the failure to achieve business
objectives. Managers confirm that there is an ongoing process for identifying, evaluating and managing
the risks faced by the HSE and the operational effectiveness of the related controls, which has been in
place for the year under review and up to the date of approval of the annual report and accounts.
Controls will require modification from time to time. Certain systems may require control enhancements
to respond to emerging risks or in other areas the elimination of redundant controls or other procedures
that are no longer necessary. The system of internal control should be self-monitoring and self-correcting
and the HSE has established mechanisms in place to continually evaluate and maintain the system of
internal control and, when necessary, take corrective action in a timely manner.
HSE internal controls are regularly reviewed by Internal Audit with a report produced for each audit
which outlines all control issues together with recommendations for improvement which are followed up
in subsequent audits. The Comptroller and Auditor General also reviews internal controls annually and
produce a management letter which summarises all control issues with recommendations for
improvement. On the basis of the internal audit reports and management letters produced during 2010
external review indicate that internal controls are adequate with room for improvement.
In summary, the overall conclusion from this review is that the control environment, control and risk
management processes and assurance arrangements remain largely effective as evidenced by the day to
day approach and appreciation of the control framework and processes by senior managers interviewed
across the system. There are a number of areas where specific action is recommended to increase
effectiveness and consolidate on the improvements which are in evidence since the previous report, and
these initiatives would strengthen and enhance internal control and risk management within the HSE.
Good progress has been made in implementing the recommendations made by previous reviews of the
effectiveness of internal controls within the HSE, and a structured management plan for the
implementation of all recommendations is in place.
The system of control in the HSE is largely effective. The development, over recent years, of a multifaceted assurance framework to critically assess the adequacy and effectiveness of the internal controls
has contributed to its enhancement by highlighting gaps and deficiencies, where they existed. The control
environment, control and risk management processes and assurance arrangements remain largely
effective as evidenced by the day to day approach and appreciation of the control framework and
processes by senior managers interviewed across the system. There are a number of areas where specific
action is recommended to increase effectiveness and consolidate on the improvements which are in
evidence since the previous report. Good progress has been made in implementing the recommendations
made by previous reviews of the effectiveness of internal controls in the HSE, and a structured
management plan for the implementation of all recommendations is in place. Challenging service targets
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are set for 2011, notwithstanding the impact of the recruitment moratorium on the ability to maintain
service levels. The Public Service Agreement (PSA 2010-2014) provides the framework for delivering
significant changes across the health sector during the course of 2011. It provides a unique opportunity to
further transform and modernise the services we provide by facilitating a reduction in staff, increasing
efficiency and productivity, reducing costs and improving quality. In the context of these significant
changes, it is critically important that the system of internal control is continually assessed and reviewed
to ensure that it remains relevant and fit for purpose.
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Appendix 2: CONTROLS ASSURANCE STATEMENT
FOR THE YEAR ENDED 31/12/2010

I am aware of the framework within which authority and responsibility is delegated to me as
____________________________ (Title) within the HSE. I am also cognisant of the requirement of
the CEO of HSE as Accounting Officer to make a Statement of Internal Financial Control for the HSE
as an Accounting entity.

I confirm that
•
I have discussed and reviewed the application of controls with the senior managers in my
area of responsibility (Refer Register Listing Attached).
•

The Controls framework of HSE has been fully applied in my area of responsibility and
evidence of non compliance from whatever source is actively addressed and corrected.
Where issues exist that prevent me providing total assurance I have outlined them in the
document attached to this statement. I have also detailed in this document the measures I
am taking to mitigate these risks.

•

I am not aware of any circumstances which would significantly impact on the Statement of
Internal Financial Control for HSE.

I further confirm that in delegating authority all relevant managers in my area of responsibility are
aware of their duty to comply with statutory obligations and HSE Financial Regulations and
Personnel Policies and procedures and the authorisation limits and that we comply with them in full.

Signed:
Date:
Name (Print):
Position Held:
Management Units Covered:
(List each unit)
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Appendix 3: Control Assurance Statement Directorate Register 2010
National _______________ Directorate
Assistant National Director/
Equivalent Grade

National Director
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Response
Received
(Y/N)

General Manager/
Equivalent Grade

Response
Received
(Y/N)

Grade 8/ Equivalent
Grade
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Response
Received
(Y/N)

Potential Exposure

1.1.1.1
Primary Care Reimbursement Service (PCRS)
Medical Card Reviews
Medical cards allow people to There is a risk that cards will
access family Doctor or GP remain in issue even though
services,
community
health eligibility has ceased leading
services,
dental
services, to unnecessary expenditure
prescription
medical
costs, being incurred. Previous
hospital care and a range of other reviews of medical cards
benefits free of charge. A medical resulted
in
significant
card is a valuable document. numbers of cards being
Most people who get a medical withdrawn.
card do so because their income
is below a certain level. Medical
cards have been issued by the
HSE’s Local Health Offices
nationwide and these offices
assess
applications.
Some
medical card assessments are in
the process of being centralised
to the HSE’s Primary Care Service
in Finglas. Reviews of medical
cards were suspended in mid
2009 due to a lack of resources.

Audit Issue in 2009
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Ref

Appendix 9.3 HSE Response to C&AG 2009 Management Letter.

High

Issue
Rating

The review of medical cards
should be addressed and if the
resources for a general review
are not available a targeted
review should be initiated.
The targeted reviews should
seek to identify and prioritise
categories of recipients that
would be more likely to
experience an improvement in
their qualifying criteria such as
first time applicants or cards
awarded for a short period

Recommendation

HSE management decided for many reasons,
including those raised by the C&AG, that
fundamental change in the administration of
the schemes was required. Therefore it was
decided to centralise Schemes in a single

In summary, the concerns about eligibility to
which the C&AG refers are the very same
concerns shared by HSE PCRS and having
identified that improvements could be made
in the Medical Card system a strategic plan to
pave the way for centralisation and greater
controls and efficiencies was developed.
These plans include the review arrangements
for Medical Cards.

There was no decision to suspend Medical
Card reviews. In fact, all reviews in relation to
the centralised cohort of clients (PCRS) are
ongoing and the Regional Directors have been
requested to set out progress in relation to
clients maintained locally.

Management Response

Status:
Ongoing

1.1.1.2
Laverne Mc
Guinness

111

Status & National
Director
Responsible

.
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Ref

Potential Exposure

Issue
Rating

Recommendation

v.

Since the introduction of the Over

Reviews: PCRS issue review letters
to all centralised clients three
months in advance of their review
date, advising them to complete a
review application, or in respect of
people aged 70 years or over to
complete the new self assessment
process which the HSE has recently
introduced. Should the client not
respond within four weeks a
reminder letter is issued.

In summary, some of the main actions which
have been taken as part of the centralisation
of executive responsibility for these schemes
in PCRS are as follows:

A number of significant initiatives have
already been implemented. This major
change project is moving forward and is one
of the central projects agreed to be expedited
under the recent Public Service (Croke Park)
Agreement.

office as opposed to administration across
100 locations. This project commenced in
2009, has already achieved significant
savings, and is anticipated to be complete in
2011,

Management Response

112

Status & National
Director
Responsible

Audit Issue in 2009

SIFC Review 2010, Final Report Version 4th May 2011

Ref

Potential Exposure

Issue
Rating

Recommendation

vi.

PCRS has engaged with GPs
regarding their involvement in
assisting the HSE with the
management of the client registers.

Systematic Death Processing: Since
centralisation commenced PCRS
have implemented, for the first time,
systematic processing of death
information based on the Death
Event Publication Service (DEPS).
Where the notification is complete,
eligibility is removed immediately
upon receipt. PCRS are also
establishing a process involving HSE
staff resources, and exploring any
other available reliable information
source, to make use of soft death
event notifications.

70’s Medical Card Scheme on 1st
January 2009, and the subsequent
centralisation of medical card
processing of two of the Dublin Local
Health Offices in the Autumn of
2009, the central office at PCRS has
processed 187,333 Medical Card
Applications, of which 105,775 were
reviews. 10,936 of these were new
self assessment reviews in respect of
people aged 70 years or older.

Management Response

113

Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

vii.

Two issues are still being resolved in
this area. A relatively small number
of legacy medical cards still are not
associated with a PPS number. This is
being resolved during Q1 2011.

Systematic Duplicate Prevention:
The PPS number is now mandatory
on all application and review cases.
Since centralisation all duplicates
based on PPS number have been
both removed from a legacy
perspective and prevented in the
provision of new eligibility. No
duplicate payment issues in respect
of any client where the PPS number
is present.

The confidence and opportunity for
better management of the registers
has enabled PCRS to successfully
agree GP involvement in direct
maintenance of the register to
remove eligibility upon death etc.
Effectively,
2,200
additional
stakeholders will be directly involved
in
maintenance
and
regular
certification of the register, and in
many cases those stakeholders will
have direct access to the death
records concerned.

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

-

20,113 over 71 year olds with a
current eligible Medical Card who
have not generated a claim from a
Pharmacist, GP, Dentists, Optician in
the 6 months July to December
2010.
A further 4,918 over 75’s have had at
least 1 claim in the 3 months July to
September 2010 but have had no

Investigations: PCRS have analyzed
medical cards and identified 29,516
cases where an investigation will
take place during Q1/Q2 2011 i.e.
ix.

-

Sharing of Data: During Q4 2010
PCRS agreed a specification with the
Department of Social Protection to
allow sharing of data between
Departments to underpin the
integrity
of
medical
card
applications,
which
will
be
implemented during Q1 2011, and
are pursuing vigorously the sharing
of data with Revenue.
viii.

Secondly, soft duplicates which are
labour intensive to process are being
progressed in the same way as
described above for soft death
information.

Management Response

115

Status & National
Director
Responsible

PCRS – Risk Register
The PCRS completes a formal risk
review every five years. The
review is completed by the
Internal Audit Unit. The annual
review of the risk register is also
completed by the Internal Audit
Unit as part of their annual audit
plan when they meet with
Section Heads and discuss risks
arising.

2.
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Ref

Risk assessment may not be
adequate in the PCRS. A five
year gap between full risk
reviews appears to be too
long given the pace of
change in all sections of the
HSE.
Because of the
different role and functions
of the PCRS in the HSE as a
processor of large numbers
of transactions, a strong risk
management process is
required. The completion of
the register by the Internal
Audit Unit, as opposed to
senior management of
PCRS, is not best practice

Potential Exposure

High

Issue
Rating

Senior PCRS management
should have clear ownership
and responsibility for risk
management. A review should
be completed annually with a
procedure in place to identify
new risks and changes in risks
as they arise and take prompt
action if necessary. External
(to the PCRS, but not
necessarily to the HSE) input
might benefit the process

Recommendation

There is bi monthly reporting of Risks to
provide assurance to the National Director
that risks are being identified, assessed and
managed within the Integrated Services
Directorate and that a range of control
measures and action plans are in place to

The PCRS Risk Register is integrated into the
suite of Risk Registers for the Integrated
Services Directorate. Where a risk requires a
higher level of organisational visibility, or
requires a cross directorate response, these
risks are included in the HSE’s Corporate Risk
Register.

Maintenance of the PCRS Risk Register is now
also discharged through the Office of the
Assistant National Director.

Responsibility for the identification of risk and
risk management within the PCRS rests with
the Assistant National Director for the PCRS.

-

claim in the last 3 months of the year
(October to December 2010).
4,485 clients who have no PPS
number and are not already included
in the first two groups.

Management Response

Status:
Completed

Laverne Mc
Guinness

116

Status & National
Director
Responsible

We received an update on

bringing investigations to a close.

the apparent lack of progress in

the 2007 and 2008 audits noted

Our management letters on both

PCRS Investigations
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3.

Ref

Delay in submitting
information could impact on
our ability to issue the audit
certificate in time for the
HSE to meet its statutory
reporting responsibilities.
Also, it is not evident that a
robust process has been
developed.

Potential Exposure

High

Issue
Rating

It is essential that full
information be provided
promptly by PCRS in the
future. The HSE senior
management may need to
consider whether to formally
review the process undertaken
to date, identifying the key
risks and considering the

Recommendation

Our report to the C&AG on 19 April 2010,
provided an update in relation to contracts
which are currently under investigation, both
historic cases and new cases, which are
serious enough to warrant referral to the
statutory authorities or to invoke the
disciplinary provisions of the current contract.
It is important to point out that such
investigations by their very nature can run for
some time. For example, in the case of

On a general note each of the risks in the
Register are flagged as medium/high risk as
they are all serious risks in nature. However,
implementation of some of the associated
additional controls/actions to mitigate these
risks lies outside of the remit of PCRS and as
stated above are escalated to the Corporate
Risk Register.

The PCRS Risk Register includes a
comprehensive list of risks and detailed
actions. Each risk identified in Internal Audit
Reports issued since 2005 and all the main
risks identified at audit since 2005 are now
reflected in the Risk Register and agreed with
Internal Audit.

enable mitigation of the risks identified.

Management Response

Status:
Ongoing

Laverne Mc
Guinness

117

Status & National
Director
Responsible

We noted that none of the cases
under
investigation
were
concluded at that stage. Due to
the late provision of the
information we were unable to
examine whether the HSE had
designed a robust investigatory

Two days prior to audit
certification we became aware
that there were then 17 cases
involving suspected fraud by
pharmacists. Some preliminary
detail was provided to us but a
further detailed briefing will be
required in the course of the
2010 audit.

cases.

have drawn attention to new

the update provided to us would

and we would have expected that

running cases during our audit

progress in relation to 7 long
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Ref

Potential Exposure

Issue
Rating
adequacy of the controls
designed to mitigate those
risks

Recommendation

•

•

•

Enhanced governance/accountability
mechanisms
including
probity
assurance arrangements that are
explicit for each Scheme.
Provision for regular reviews of
Contracts so as to ensure that they
will
remain
appropriate
and
sufficient in the light of changing
circumstances nationally.
Straightforward
and
simple

One of the key concerns facing the HSE in the
matter of these investigations is that the
provisions of the current Contracts are
legalistic
and
cumbersome.
Having
recognised the risks associated with the
deficiencies and shortcomings of the current
contracts, we have included the issue of
provider contracts as an item on our risk
register. The additional controls required are
stated, as the need for any new arrangements
(SLAs/Contracts) for services with Primary
Care Contractors (i.e. General Practitioners,
Community Pharmacists, Dentists, etc) must
have the following essential improvements
embedded.

Crowley/Kerr’s Dunmanway (2 contracts) this
issue has been passed to Fraud Squad and
may take some time to work to a conclusion.

Management Response
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Status & National
Director
Responsible

process which properly managed
the risks inherent in such
investigations.
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Ref

Potential Exposure

Issue
Rating

Recommendation

The HSE is always mindful that the
Community Pharmacy Contractor
Agreement (CPCA) holder is entitled
to those rights to fair procedures
that are embodied in Clauses 15 to
18, inclusive, in the CPCA. The time
limits specified in Clauses 15 to 18
do not form a continuum: for certain
steps in the process, no time limit is
prescribed. Nevertheless, it is
understood that any step should be
completed within a reasonable
period.

•

•

•

reimbursement structures, designed
to encourage the provision of high
quality in the targeted services;
facilitate performance management;
discourage inappropriate behaviour
in relation to reimbursement; and
facilitate easy detection in the event
of inappropriate / fraudulent
occurrences.
Introduction of arrangements which
impose / encourage cost effective
prescribing / dispensing.
Operation of nationally defined
clinical audit systems;
Legislate, where appropriate, to
enable electronic prescribing.

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

•

Ardfallen LN Pharmacy T/A
Washington Street Pharmacy, and

•
Tully Pharmacy (2 contracts)
( Status: Files prepared for CEO)

The 17 pharmacy contracts currently in this
process are:

Before the relevant disciplinary
machinery might be initiated, it is
necessary to examine the material
under investigation: depending on
the complexity of the case, the time
required will vary. Some case files
may be resolved through engaging
with the pharmaceutical contractor
without formal recourse to the
CPCA. The investigative process may
have to be supplemented by an
inspection of the community
pharmacy, as provided for in Clause
7. It may become obvious in some
instances that the material in the
case file is insufficient to constitute
objective grounds for the ‘reason to
believe’ specified in Clause 15, which
is required to trigger the CPCA
disciplinary process.

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

As part of our strategic plan to improve
efficiencies and controls at PCRS, an
Inspectorate Function is currently being
established, initially focusing on the
pharmacy and dental areas. The objective of
the inspectorate is to provide assurance that
expenditure under the various Community
(Demand Led) Schemes is both properly spent
and is in accordance with the terms and

•
Hickey Group (5 contracts)
•
McPolin (2 contracts)
•
Marley (2 contracts)
(Status: Under investigation)

•

Crowley/Kerr’s Dunmanway (2
contracts)
(Status: Passed to Fraud Squad)

•
Medipharm (1 contract)
(Status: Passed to statutory authorities
(Medical Council and
Pharmaceutical Society))

Trinity Chambers Pharmacy ( 2
contracts)
•
Rosspharm/Hawkes Road (1
contract)
(Status: Contract Disciplinary Provisions
Invoked)

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

It is proposed that the inspection process will
be based on both risk analysis and an element

As the current HSE pharmacist resource is
now refocused on undertaking more
inspections under the governance of the
Primary Care Reimbursement Service, it will
bring clarity to the ‘hand off’ points when a
contractor comes to the point of entering the
disciplinary procedures of the pharmacy
contract.

With the transfer of executive authority for
the Community Schemes to the Assistant
National Director PCRS, the HSE has decided
to centre supervision of Pharmacy Contracts
and the Inspectorate Function in PCRS and to
re-point the HSE Pharmacy resource to PCRS.

Currently there are 1,640 Community
Pharmacy Contractor Agreements in the State
and the existing pharmacy contract specifies
that any inspection process must be
conducted by a pharmacist.

conditions under which the funding is
approved. The inspection service will form a
vital part of our governance framework and
the objectives of the inspection function are
to verify the facts on which payments to
claimants are based on.

Management Response
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Status & National
Director
Responsible

Audit Issue in 2009
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Ref

Potential Exposure

Issue
Rating

Recommendation

2. Pre - Inspection Data Provision.
Access to data held at the PCRS is
required at the planning stage of each
inspection in order to identify recent
patterns in claims from pharmacies. This
allows the inspectorate to focus their

1. Risk Assessment.
Development of a quantitative model to
assist with the identification of
community
pharmacists
to
be
investigated, on the basis of observed
dispensing and claim activities has
commenced. This model which will be
delivered Q1 2011, and will provide the
PCRS with a proactive mechanism for
selecting targeted inspections where the
latter will complement the current postprocess reviews and complaints-led
investigations.

There are a number of elements which are
being put in place immediately to progress
this agenda efficiently within the limited
resources available.

of randomised selection. This will be both ad
hoc and targeted through PCRS generated
‘outlier’ reports i.e. those pharmacies whose
claiming patterns appear to be outside the
norms for the population it serves.

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

A number of contractors have been
identified will be inspected. Fieldwork
will be a mix of risk profiled inspections
and random to normalise the inspection
process. Availability of Invoices on site
during inspection is an increasing
problem and hampers our investigations.
The IMB have suggested a joint operation

4. Priority Setting for 2011
A number of communications have
previously been circulated in relation to
the expectation of the HSE when
submitting claims for reimbursement.

3. Training.
General training for the Inspectorate in
such areas as (i) Fraud awareness (ii)
Operating Framework when out in the
field (iii) Evidence Gathering (iii) Witness
Statements and the need to build a good
working knowledge of the three IT
computer systems within the community
pharmacy
environment
is
being
progressed.

resources on the day of inspection. While
some of this planning requires physical
inspection of prescription forms, there is
also a requirement for reports of claims
from the system.

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

Complete
d by
March
2011
March
2011
March
2011

Activity
Risk
Assessment
Built
Claiming
Profiles
IT
Laboratory
Set up

IT Vendors
Input

Circular to
Pharmacist
s

In design

Comment

A ‘setting the scene’ circular which will
emphasise the expectation that each
contractor would be visited in the normal
course of events once every 3-5 years is
in preparation.

Services to Nursing Homes have become
a significant factor in anomalies arising in
prescriptions
presented
for
reimbursement. A joint operation with
the PSI, as the factors involved cut across
both pharmacy practice and claiming
practices, is being scheduled.

to test invoice availability through soft
access. This approach could be
strategically and usefully employed.

Management Response
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Status & National
Director
Responsible

Audit Issue in 2009

Potential Exposure

Note 7 of the 2009 HSE Financial
Statements details non-routine
pension arrangements with a
former Senior Manager in the
HSEA. At the time of audit we
were informed that the basis for
calculating the pension and lump

SIFC Review 2010, Final Report Version 4th May 2011

1.
The payment of retirement
benefits based on
unapproved rates could lead
to overpayments that could
be difficult to recoup as the
individuals have left the
organization.

Payment to Retiring Senior Manager in the HSEA

Ref

Medium

Issue
Rating

The HSE should obtain formal
Department approval in this
particular case. If that is not
forthcoming the HSE should
seek repayment of the
overpaid amount. In any
future such cases the HSE

Recommendation

April –
Nov 2011

February /
March
2011
March
2011

March
2011

150
inspections
including
conjoint
work

Follow up
Sept 2011

Back
up
staff in one
unit

Following review of Mr Barry's file and the
letter of 20 January 2009 from the
Department of Health and Children it is clear
that the Department has supported payments
that Mr Barry received. Mr Barry was given
the benefit of Report No 42 of Review Body
on Higher Remuneration in the Public Service

* Where we expect to encounter fraudulent
activity, the inspection should not be
conducted alone. This will impact on the
number of inspections that can be conducted
on an annual basis.

Fieldwork

Back
Up
Function
Set up
Back Up
Function
Training
Training
Inspection
Course

Management Response

Status:
Completed
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Sean Mc Grath

1.1.1.3

Status & National
Director
Responsible

Potential Exposure

1.1.1.4
Exchequer Extra Receipts (EER)
Note 16 (b) of the 2009 HSE The inclusion of old
Financial Statements details the balances in the financial
liability to the Exchequer in statements may mislead the
respect of EER. Proceeds of the reader of the accounts as
disposal of fixed assets are they increase the amounts
considered as EER under Public owed by the HSE to the
Financial Procedures. The HSE is Exchequer.
not entitled to retain these sales
proceeds for its own use and

sum payments was on his existing
salary plus a 5.5% pay award that
had yet to be approved by the
Department of Health and
Children.

Audit Issue in 2009
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1.

Ref

Low

Issue
Rating

The HSE should seek the
sanction of the Department of
Finance to write back the
amount in the accounts of the
HSE

should retain the amount in
doubt in a suspense account
pending receipt of formal
Departmental approval

Recommendation

The balance on the proceeds of disposal
account of €19m represents proceeds derived
from the sale of assets pre 1 January 2005.
The proceeds were effectively surrendered to
the Exchequer in 2005 by way of reduced
technical adjustment outturn. The cash
relating to the proceeds of disposal was
lodged in revenue bank accounts of the
respective former health boards and resulted

The letter of 20 January 2009 from Mr
Bernard
Carey,
Assistant
Secretary
Department of Health and Children confirms
that the Department of Finance sanctioned
the application to Mr Barry of the terms given
to the former Health Board CEOs provided for
under Article 78 of the Local Government
Superannuation Scheme. The Department
also confirmed that the enhancements
recommended by the independent mediator,
Mr Finbarr, for those CEOs who exited the
system by a particular date are applicable in
Mr Barry's case. With the exception of item 1.

in line with former Health Board Chief
Executive Officers. Mr Barry was linked to the
former Chief Executive Officers of Health
Boards and enjoyed the same conditions as
them.

Management Response
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Status: Ongoing

1.1.1.5
Liam Woods

Status & National
Director
Responsible

1.1.1.6
Travel and Subsistence
Officials employed on official
business involving necessary
absences from their home or
headquarters may be entitled to
travel and subsistence expenses
subject to certain conditions.
Department of Finance Circular
11/82 as modified by circular
18/06 sets out the conditions for

must surrender them to the
Exchequer. About €19 million of
the balance relates to sales of
land by the old health boards and
its inclusion in the amount owed
to the Exchequer implies it will
eventually have to be paid over
to the Exchequer. This balance
has not reduced since the
establishment of the HSE and will
not be reduced as funding will
not be made available to pay it.
The HSE financial management
do not expect the HSE to have to
pay over the old balance.

Audit Issue in 2009
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1.

Ref

The HSE is paying travel and
subsistence costs in excess
of rates approved by the
Department of Finance and
not in compliance with the
principle of reimbursement
of expenses necessarily
incurred on official business.
The Department of Finance

Potential Exposure

Medium

Issue
Rating

The HSE should carry out an
exercise to identify other local
arrangements in place that
result in travel and subsistence
payments in excess of the
rates and not in compliance
with
the
principle
of
reimbursement
in
the
Department
of
Finance

Recommendation

HSE Human Resources working with HSE
Finance will be initiating a review of all Travel
and Subsistence Allowances in February 2011
in order to certify that payments are in line
with relevant circulars and guidelines issued
by the Department of Finance. It is
anticipated that the review will be complete
at end March 2011. Local arrangements in
place that result in travel and subsistence

The HSE held a meeting with the Department
of Health and Children on 4 December 2007
to discuss the proposed accounting treatment
of this historical balance on the proceeds of
disposal account. In summary, we proposed
eliminating the historical balance by
offsetting it against historical deficits on
capital projects of the respective former
health boards. We wrote to the Department
of Health and Children on 18 June 2008 to
seek approval of the proposal discussed at
our meeting on 4 December 2007. We await
the approval of the Department of Health and
Children to proceed with the proposed
accounting treatment of the historical
balance on the proceeds of disposal account.

in a reduced overdraft, thus reducing the
technical adjustment requirement.

Management Response

128

Status: Ongoing

1.1.1.7
Liam Woods,
Sean Mc Grath

Status & National
Director
Responsible

•

Four porters based
in Dr Steevens’
Hospital
received
approximately
€60,000
between
them for bus fares
in 2009. It should be
noted
that
an
annual bus pass on
Dublin Bus costs
€980.
In
excess
of
€45,000 was paid in
the eleven months
to November 2009
to four officers in

circulars clearly state that
expenditure on travel and
subsistence
should
be
strictly
appraised
and
monitored. It is the duty of
Heads of Departments to
ensure that only essential
travel is undertaken and
that the number of officers
absent on official business is
kept to the absolute
minimum. Travelling and
subsistence allowances are
payable only in respect of
necessary absence from
headquarters. All travelling
duties should be planned so
as to reduce the total
amount of travel to the
minimum consistent with
efficiency. All official travel
should be by the shortest
practicable routes and by
the cheapest practicable
mode
of
conveyance.
Return tickets, contract,
season or other cheap
tickets should be used
wherever a saving in
travelling
expenses
is
secured
thereby.
The

the payment of travel and
subsistence.
While
the
Department of Finance is
responsible for the rules and
regulations relating to the
payment
of
travel
and
subsistence, departments/offices
are responsible for operating the
system on a day to day basis
within the rules and budget
provided. The following instances
of local arrangements were
identified in the HSE.

•

Potential Exposure

Audit Issue in 2009

SIFC Review 2010, Final Report Version 4th May 2011

Ref

Issue
Rating
guidelines.
arrangements
regularized

All
such
should
be

Recommendation

payments in excess of the rates and not in
compliance
with
the
principle
of
reimbursement in the Department of Finance
guidelines will be documented and reported.
The measures required to correct such
arrangements will be set out.

Management Response
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Status & National
Director
Responsible

•

the old Midland
Health area under a
1999
SAP
agreement
that
allows for a weekly
travel allowance to
compensate
employees for a
temporary change
in base and also
allowed for the
payment of daily
subsistence while
away from their
original base.
One officer in the
North West area
was paid €16,197 in
removal
expense
when the financial
regulations stipulate
that
removal
expenses
of
reasonable
receipted
costs,
subject
to
a
maximum of €5,000
in total, may be
paid.

Audit Issue in 2009
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Ref

subsistence
allowance
payable is not intended to
meet the whole cost of
subsistence when absent
from
home
and
headquarters and is not
intended to be a source of
emolument or profit.

Potential Exposure

Issue
Rating

Recommendation

Management Response
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Status & National
Director
Responsible

Audit Issue in 2009

Potential Exposure

The circumstances in which
procurement rules permit
award without advertising
contract are limited in
extreme.

EU
an
the
the

In October 2008 the National
Cancer
Control
Programme
identified the provision of facilities
at Cork UH as critical for 2009. A
site was identified in Level 2C at
Cork UH. The site had been
vacated
to
facilitate
the
construction of a cardiac renal
centre and a contractor was on
site building that centre. The
contractor was awarded the
contract to build the cancer centre
at a price of €3,077,451 without
any procurement process.
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1.

The HSE may not have
complied with public
procurement and EU
procurement guidelines

Public procurement process for a Cancer Centre at Cork UH

Ref

High

Issue
Rating

The HSE should at all times
comply
with
public
procurement
and
EU
procurement guidelines. If
normal
procurement
procedures are not to be
complied with due to the
extreme urgency of the work,
appropriate safeguards are
needed to ensure that the
rationale for that decision is
fully recorded at the time and
is approved by an appropriate
level of senior management.
In addition, even if all the rules
cannot be complied with, it is
necessary to consider whether
some form of competitive
process is possible.

Recommendation

The Cardiac Renal Project required the
construction of a new 6 story building and
also an extension over the existing ward 2C at
CUH. Work was required in ward 2 C as part

The construction and conversion work
required to convert former ward
accommodation (2C) at Cork University
Hospital (CUH) to use as a ‘’ Regional Cancer
Centre’’ to fulfil the requirements of the
National Cancer Control Programme (NCCP)
was carried out as a variation on the Cardiac
Renal Contract. Not as a separate contract.
The Cardiac Renal contract at a value of
€50.93m was awarded to Pierce Contracting
Ltd who submitted the lowest tender for the
works The contract was awarded in
accordance with public procurement
guidelines, following advertisement in OJEC
published on the 12/11/05. The Contract
notice referred to The construction of a
Cardiac Renal Oncology Building at Cork
University Hospital’. The project included
oncology inpatient accommodation. It was
subsequently decided to assign the oncology
space to Renal Services and that the oncology
space would be provided elsewhere within
CUH. The project from then was referred to
as the Cardiac Renal Project.

Management Response

Status :
Completed

Brian Gilroy

131

Status & National
Director
Responsible

Audit Issue in 2009

SIFC Review 2010, Final Report Version 4th May 2011

Ref

Potential Exposure

Issue
Rating

Recommendation

During the building process the national
priorities in relation to services to be
delivered from CUH changed. In October
2008 the (NCCP) identified that a high priority
was being set on the early provision of
additional Cancer facilities at CUH. In
particular the provision of outpatient and
imaging facilities for Symptomatic Breast
services, and the provision of outpatient
suites for other Cancer services was a very
high priority. These new works were a repeat
of similar works entrusted to the contractor
as part of the Cardiac Renal contract. These
facilities were required by the NCCP to be in
place before the end of 2009. The Urgency
underlining the requirement that these

Ward 2 C was vacated at the commencement
of the Cardiac Renal project and assigned to
Pierce Contracting as part of the overall
project to allow these works be carried out
and to meet health and safety requirements.
Therefore the area was an integral part of the
Cardiac Renal Project.

of the Cardiac Renal Contract due to the
impact of the building overhead, the needs to
link to existing building services and to link 2C
to the new building. Work was also taking
place in some areas at Level 1 directly below
ward 2C.

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

In the above context, in the context of the
procurement process for the main Cardiac
Renal Contract and the construction contract
(GDLA82) the cost of carrying out the
required works was established. The cost of
the works were calculated based on the
tendered bill of quantities submitted from a

The only unused space of adequate size in
CUH to meet cancer service needs was the
vacant ward 2C area. 2C also met suitability
requirements in relation to location and
access. The vacated 2C area and safe
construction access to this area were in the
possession of Pierce Contracting and were an
integral part of the Cardiac Renal Site. The
practical completion date for their contract
was Feb 2010. Waiting to commence the
work until after this date would have meant
that these critical patient services would not
have been available until mid 2011.

facilities be in place is further emphasised by
the fact that whilst approval for new capital
developments had been halted in Feb 2009,
funding was specifically approved to allow
this project proceed. The Director of the
National Cancer Control Programme Prof T
Keane wrote at this time to state “I must
stress the absolute necessity of completing
this project as planned in 2009’’

Management Response
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Status & National
Director
Responsible
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Ref

Potential Exposure

Issue
Rating

Recommendation

In summary:
• The absolute urgency for the project
was clearly established
independently of the Estates
Department by the NCCP. The
patient service commencement was
delivered in line with the deadline
of the NCCP of Dec 2009. (ref SI 329
2006 32. c) *

Taking into account the above, it was
proposed and agreed that the building
requirements of the Cancer Centre would be
carried out as a variation to the Pierce
Contract. In accordance with the contract a
variation order, was issued for the works at
cost of €3,077,451.00 in April 09. This
variation represents 6% of the original
contract The work in 2C was managed as an
integral part of the Cardiac Renal Project and
reported on by the design team on this basis.
Patient services commenced in the Cancer
Centre on Dec 1st 09.

pre qualified contractor for the Cardiac Renal
Project dated September 2006, this tender
was lower than the construction cost limit set
in July 05, Therefore the cost of the works
were competitive and based on a public
competitive tender process.

Management Response

134

Status & National
Director
Responsible

Audit Issue in 2009
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Ref

Potential Exposure

Issue
Rating

Recommendation

•

•

•

•

•

These new works were a repeat of
similar works entrusted to the
contractor as part of the Cardiac
Renal contract which was awarded
following a restricted Public
procurement process. (ref SI 329
2006 32.e) *
The value of (6%) and scope of the
variation does not constitute a
material variation to the Cardiac
Renal contract.
That the only vacant space of
adequate size at CUH was the 2C
area and that for technical safety
and contractual reasons this space
was assigned to the Cardiac Renal
Contractor to enable the
completion of that contract.
The works were not carried out as a
separate contract but as a variation
to the existing Cardiac Renal
contract and managed in this
context.
The costs were based on rates
established on the basis of the
competitive tender process
following a public procurement
process carried out for the Cardiac
Renal Contract

Management Response
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Status & National
Director
Responsible

It was noted on audit that the
HSE, following a legal opinion, is
of the view that the decision of
the Minister for Health and
Children in March 2009 to classify
all patients treated by a Category
A consultant as public patients, is
incorrect and has no legal basis.
The financial statements for 2009
have recognised patient income
of approximately €5 million for
Category A consultants. If the
decision of the Minister is found
to be correct that amount would
need to be written off. Since the
amount involved was immaterial
in the context of the 2009 HSE
financial
statements
no
adjustment was made. However,
if this matter remains unresolved
it will have to be addressed as
part of the 2010 audit.

1.
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Audit Issue in 2009

Ref

If the matter is not resolved
it could lead to material
misstatement of the patient
income figure in future
financial statements.

Potential Exposure

Medium

Issue
Rating
It is recommended that the
HSE
engage
with
the
Department of Health and
Children as a priority to
resolve this matter.

Recommendation

The HSE has actively engaged with the
Department and has forwarded a copy of the
HSE legal opinion regarding the Minister’s
original decision of 23rd of March 2009. To
date the HSE has received no formal response
from the Department. The HSE will continue
to pursue this matter as a priority in order to
resolve the issue.

Management Response
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Status: Ongoing

Liam Woods

Status & National
Director
Responsible
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Appendix 9.5 Summary of Issues raised by Office of the Comptroller & Auditor General
in Local Management Letters for year ended 31 December 2009

Dublin Mid Leinster

East
Coast

South
West

Mid
land

Dublin North
East
North
East

South
East



Payroll (1)

North
West

West

NSS & PCRS

Mid
West

  


IT Security

South

West

NSS



    


Debtor
Control

PCRS

  



Asset
Accounting/
Fixed Assets
(2)





Travel/
Subsistence



General
Payments
Processes



 

Procurement
(5)
Grants to
Outside
Agencies

North

South




 



Creditor



 

 
 


Reconciliations



Cash
Receipting &
Banking



Bank a/c’s



Drug Refund
Scheme




Drugs
Payment
Scheme



Prepayments



Segregation
of Duties
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Summary of Issues raised by Office of the Comptroller & Auditor General
in Local Management Letters for year ended 31 December 2009 (contd.)

Dublin Mid Leinster

East
Coast

South
West

Mid
land

Dublin North
East
North
East

North

South

South
East

South

West

North
West

West

PCRS

NSS



ICT Disaster
Recovery



Stocks

  



Car Park



HR (3)




Journal
Posting



Nursing
Home
Subvention









Domiciliary
Care Scheme



VAT
Patient
Debtors


 

Outstanding
Accruals (4)
Patient
Income

Mid
West



Operating
Lease

Service Level
Agreement

NSS & PCRS

 







 

Purchase to
pay
regulations









Finance
Lease



ICT Control



Vendor
Accounts
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Summary of Issues raised by Office of the Comptroller & Auditor General
in Local Management Letters for year ended 31 December 2009 (contd.)

Dublin Mid Leinster

East
Coast

South
West

Mid
land

Dublin North
East
North
East

North

South

South
East

South

West

North
West

West

NSS & PCRS

Mid
West

Heartwatch
Debtor

PCRS

NSS



Removal
Expenses



Integration of
PH Trial Balance



Prompt
Payment



Consultancy
Expenditure





(1) Overpayments, Allowance, Personnel Numbers reconciliation,
(2) Physical inspection, inventories, disposal, missed or not in use may not be identified, incorrect coding, lack of physical inventory, acquisition and disposal forms
(3) Employment Ceiling, monitoring of attendance, NEMU census returns, employment numbers, PRP, control of staff numbers
(4)Rest Days, Pay Day Returns, Outstanding
(5) Contract price listings, list of centrally contracted suppliers and prices, non compliance with best practice procurement procedures, monitoring of franchise contracts
(6) Letters of offer, Form A’s procedures, additional, avoidable costs
(7) Segregation of duties, approval, non compliance with HSE and best practice procedures, no purchasing ledger in operating
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Appendix 9.6 Checklist Responses
NO.

1

CHECKLIST QUESTION
Are you and all staff under your supervision familiar with the control environment in the HSE and with each
individual’s responsibilities as a HSE employee?

2

Is the written code of conduct for employees emphasised and reinforced by training, top down communications,
and requirements for periodic written statements of compliance from employees of their understanding of the
relevant operating and compliance requirements of the guidelines therein?

3

Are there written policy and procedure manuals and are these communicated and updated as appropriate?

4

Is it clear that inappropriate behaviour, irregularity, improper conduct or fraud at any level and in any form will
not be tolerated and are employees aware of what to do when they encounter improper behaviour?

5

Are there procedures in place to ensure that staff are not influenced by conflicts of interest, prejudice or bias in
the conduct of the organisations activities?

6
7
8

Is there a process in place to ensure ongoing compliance with all statutory and regulatory obligations?
Are there clear reporting arrangements at all levels in relation to financial management, budgetary control and
employment control?
Are the designated lines of authority clearly understood by the employees?

9

Are there documented procedures for financial control including policy and procedure manuals and are these
communicated as appropriate?

10

Are the documented procedures for financial control including policy and procedure manuals current and
maintained in accordance with HSE and other relevant directives?

11

Do staff under your supervision possess appropriate financial management skills and competencies?

12

Are there arrangements in place to ensure appropriate training, (on the job, coaching, mentoring, formal
events), for staff in the areas of financial management, reporting and controls?

13

Are there appropriate control arrangements and internal control systems in place, including division of duties,
authorisation limits etc. and are these controls complied with?

14

Do senior and line management demonstrate that they accept control responsibility, not just delegate that
responsibility to operational, financial, audit and other staff?

15

Do management emphasise the importance of accountability, authorisation and approval arrangements,
segregation of duties, security of assets, financial administration and other key controls?

16
17

Has management established goals and developed plans to meet its objectives and are the plans and
performance periodically assessed?
Are the Unit’s performance targets realistic and attainable?

18

Does the Unit have a business continuation plan that addresses the absence of key employees and backup
procedures for key business processes?

19

Do management receive assurance that operations are compliant with state taxation directives?
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NO.
20
21
22

23
24
25
26
27
28
29

CHECKLIST QUESTION
Are formal internal examinations carried out to affirm that employees are educated about their reporting
requirements and promote voluntary compliance across the taxes for which the Unit need to account?
Do management ensure compliance with all the policies, procedures and regulations of the organisation?
Are appropriate remedial actions taken by management in response to departures from approved policies and
procedures, and are the actions communicated throughout the Unit?
Are management overrides of established controls appropriately documented and explained and are deviations
from such controls investigated?
Do management clearly assign responsibilities for training in and monitoring of internal controls?
Excluding reviews by internal and external audit, are periodic, systematic evaluations of control systems
conducted and documented in your area of responsibility?
Are control deficiencies and weaknesses reported to higher levels of management and corrected on a timely
basis?
Is there a risk management policy or strategy in place, and a designated role/position of risk manager?
Are you and all staff under your supervision conversant with Serious Incident Management policies and
procedures?
Are audit reports distributed to the right people and acted upon in a timely manner?

34

Where action is required on foot of audit recommendations are there mechanisms to identify and react to
suggested changes where the changes can have a dramatic and pervasive effect on the entity, and demand the
immediate attention of senior management?
Do information systems provide management with necessary reports on the Unit’s performance relative to the
established objectives, including relevant external and internal information?
Are there appropriate channels of communication and information in place to facilitate a review of the Unit’s
performance?
Is the information provided in sufficient detail and on time to enable management to carry out their
responsibilities efficiently and effectively?
Are financial reports, staffing information and activity reports regularly reviewed and the position against
forecasts/budgets/indicators analysed.

35

If fund or cost centre deficits are anticipated, are appropriate levels of management notified timely and is
appropriate action taken?

30

31
32
33

36

Are there structures in place that facilitates the flow of information/reports to appropriate people in a timely
manner, including reliable and timely disclosure off material information?

38

Are you satisfied that all pay and non-pay expenditure of your Unit is appropriately incurred and that value for
money is consistently achieved?
Are you satisfied that all pay and allowances for staff under your supervision comply with Government pay
policy?

39

Are you satisfied that all travel and subsistence for staff under your supervision is authorised only in accordance
with National Financial Regulations, HSE Foreign Travel Policy and Department of Finance Circulars?

37
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Appendix 9.6 continued: Graphical Representation of Checklist Results
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Appendix 9.10 Prospective Funding Programme -– Orthopaedics Scope Statement
Programme
Name:

Prospective based funding for selected elective orthopaedic activity (Prospective
Funding Programme - Orthopaedics)

Joint Programme
Sponsors
Programme
Lead:
Programme
Manager:

Mr. Liam Woods, National Director Finance
Dr. Barry White, National Director Clinical Strategy and Programmes
Maureen Cronin

Date:

17th January 2011 v0.5

Programme
Description:

The Minister for Heath and Children has requested the introduction of a prospective
activity-based approach to funding selected elective orthopaedic procedures.

Pat Smyth

This initiative provides an opportunity to pilot recommendations outlined in the Expert
Group on Resource Allocation on moving to procedure-based funding of hospital
services instead of block grants.

Programme
Objectives:

The overall objective will focus on reducing the per capita cost of the treatments
concerned and so have more patients treated for a given quantum of funding.
Time:
The project is to be operational in Q2 2011
Cost:

The project is to be funded within existing resources

Quality: Reduce the national per capita costs of the treatments concerned and so have
more patients treated for a given quantum of funding.
Programme
Deliverables

1. Establish Programme
• Set up the project organisation and project working group
• Engage with Key Stakeholder Groups and agree project objectives
• Utilise a project management approach
2. Select Procedures and Hospitals
• Carry out a review HIPE and Casemix data sets related to Orthopaedics
• Select the elective orthopaedic Diagnostic Related Groups (DRGs) that will be
funded using the prospective funding methodology
• Select the hospitals to be funded using the prospective funding methodology
• Engage with Management and Clinicians in these Hospitals and establish local
implementation plans and performance monitoring
3. Identify Budget changes and design a Funding model
• Develop and agree the funding methodology for the selected hospitals in 2011
• Identify and agree the budgets and activity levels in 2010 for the selected hospitals
and procedures
th
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•
•

Develop proposals on how Payments can be structured so as to reward the
achievement of favourable patient outcomes.
Identify the risks to operational performance from changes to the funding
methodologies and agree mitigating actions for these risks

4. Design the Price Setting mechanism
• Establish a price setting mechanism for each procedure to be funded
• Agree the ‘most economically advantageous’ rates for 2011
5. Design the Payments process
•
Establish a process for the billing and payment of DRG cases in hospitals and at
Corporate level
•
Carry out an impact assessment on the selected hospitals of changes to the process
6. Design the Performance Management process
• Identify the relevant clinical data sets and key performance data sets.
• Set the performance targets.
• Agree the performance review and performance management process for the
project
7. Implementation
• Develop an implementation plan
• Commence prospective funding
8. Review of the Programme
• Review the operation of the Prospective Funding Programme against the objectives
• Establish the key lessons that will inform a wider rollout of Prospective Funding

Programme
Timelines

The programme is to go live in Q2 2011

Critical
dependencies
for the
programme

•
•

Clinical support for the programme at hospital level
Management accounting capacity at selected hospitals

Assumptions

•

Government policy remains supportive of the Prospective funding approach

Risks

•

•

Changes in the funding system affect the fundamental stability of the hospital
budget system
The overall expenditure increases due to increased unplanned activity
Quality of service to patients is reduced through the selection of the “least
risk” for procedure
Better HIPE coding of cases results in “up-coding” to more expensive DRGs

•
•

Emergency orthopaedic procedures
Non-orthopaedic procedures

•
•

Outside of
Scope of
Programme:
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1. Patients & Public
• Provides public knowledge on the amount of funding available
and how this translates into actual services that can be provided
within this envelope
• Provides information on the actual cost of treatments in hospitals

Benefits for
Stakeholders

2. HSE Management/ Board
• Increase the extent to which the system will encourage greater
efficiency in provision and transaction costs
• Provides a framework to link activity and cost and enable better
overall performance management
3. Hospital Management, Staff & Orthopaedic Consultants
• Provides upfront visibility over both the actual funding and
activity targets for services
• Provides the opportunity to increase the efficiency of service
delivery and increase activity by utilising the savings achieved
• Provides a funding and activity framework through which service
delivery can be planned and managed
th
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