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Executive Summary

Introduction

1. Northern Ireland Government departments
purchase professional services from a
wide range of organisations in areas such
as management consultancy, financial
services and information services. These
can be sub-divided into two broad
categories:

e External consultancy services which
are professional services provided for
a limited period of fime to carry out
a specific, finite or “one-off” task or
project; and

* Managed services where professional
services are used in a “business
as usual” environment. Managed
services incorporate sfaff substitution
and confracted services.

2. Aggregate spending on external
consultants is significant. Over the period
2005-06 to 2009-10, Northern Ireland
depariments (including agencies, non-
departmental public bodies and health
frusts) have spent £144 million on external
consultancy services. Expenditure peaked
in 2006-07 at £42m but has subsequently
fallen to £19.46m in 2009-10.

3. In June 2004, the Northern Ireland Audit
Office published a report that examined
the use of external consultants. At that time
we found that departments were failing o
comply fully with DFP guidance and that
there was considerable scope to improve
their procurement and management of
external consultancy services.

Our 2004 report was the subject of o
Public Accounts Committee (PAC) hearing
and the PAC subsequently produced its
own report in February 2008. This report
found that the cost of external consultancy
to Northern Ireland Civil Service
departments had almost doubled in five
years. It also found that, in a significant
number of cases, departments were

not undertaking business cases, were

not fendering competitively; were not
conducting post project evaluations; and
that a significant percentage of contracts
had encountered extensions and,/or cost
overruns.

In response to the PAC report, the
Department of Finance and Personnel
(DFP) implemented a number of actions
fo improve the use of external consultants
by departments. New guidance was
issued in 2009 and DFP also introduced
an annual compliance report to review
the use of external consultants across all
departments and circulate the findings so
that best practice could be shared.

Compliance with DFP Guidance and Good
Practice

6.

The overall level of compliance with

DFP guidance and good practice has
improved significantly since our June
2004 Report. There is a substantial
increase in the proportion of contracts
completing business cases and post
project evaluations and a reduction in the
extent of single tender actions.
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Nevertheless, there remains room for
improvement. Around 1 in 5 external
consultancy contracts that we sampled

were not being tendered competitively, 10.

making it difficult fo demonstrate that
value for money has been achieved;
and 39.5 per cent of the contracts we
sampled experienced cost overruns,
indicating that projects could be better
scoped and managed.

Before engaging external consultants,
departments must ensure that their

use is necessary and represents value
for money. A full, but proportionate,
business case should be completed

for all external consultancy confracts.

In our June 2004 report, we noted
that, in almost three quarters of cases,
departments failed to produce business
cases. In our current review, we found

a significant and welcome improvement 1.

in the level of compliance. Nevertheless
there were sfill 12 per cent of contracts
for which no business case had been
prepared, including a small number of
high value cases.

Where business cases are required,
it is important they are prepared in

a considered manner and are not
simply a 'fick box" exercise to safisfy
the requirements of the guidance. In
our opinion, a substantial number

of the business cases we reviewed
were not sufficiently proportionate

fo the scale of the assignment being
undertaken and failed to comply fully

with the guidance. For example, we 12.

found weaknesses in terms of failure
fo estimate costs, identify benefits

or establish performance review
arrangements.

One of the key reasons for using external
consulfants is where specialist skills and
expertise are not available in house.
Therefore, where appropriate, the use of
external consultancy support presents an
opportunity for departments to develop
their own internal staff. This should

assist departments in building up their
own infernal expertise for use on similar
assignments in the future. However, only
33 per cent of the business cases we
reviewed made reference to the fransfer of
skills. The majority of external consultancy
confracts were therefore let without

any documented evidence of whether
opportunities for skills transfer existed or
could be put in place.

Competitive tendering offers departments
the best means of ensuring that they
achieve value for money in procurement
and helps demonstrate propriety in the use
of public funds. We found that 18 per cent
of contracts (16 cases| we sampled were
single tender actions and not, therefore,
subject to competitive procurement. There
may be cerfain circumstances where single
fender actions may be appropriate and
provision exists in these circumstances

for Accounting Officers to approve

this decision. VWe note that the single
fender action had been approved by the
Accounting Officer in 10 of the 16 cases
we idenfified in our sample.

The use of procurement professionals
should improve the means by which
departments purchase external
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Executive Summary

consultancy services. We found that 71
per cent of the confracts we reviewed
had been procured using the services of
a Centre of Procurement Expertise (CoPE).
Generally we found that the procurement
of these contracts had observed relevant
guidelines and that there was a clear
audit frail documenting tendering process.
We note that 52 per cent of contracts
that were awarded without any CoPE
involvement had not been competitively
tendered compared with only 8 per cent
of those that had CoPE involvement.

Project overruns can occur for a variety
of reasons including changes in
legislation, poor initial scoping, appraisal,
management or confrol of consultants
and can impact significantly on the total
final cost of projects and on the delivery
of outputs. Departments therefore must
ensure they have in place appropriate
project management arrangements to
help departments minimise the incidence
of project overruns. However, despite
an improvement in this area, 39.5 per
cent of our sample still experienced cost
overruns.

Post project evaluations (PPEs) provide
an opportunity for departments to
assess the performance of consultants,
confirm whether value for money was
achieved and identify lessons for future
engagements. PPEs had been complefed
for 69 per cent of the contracts we
reviewed. This represents a significant
improvement in the level of compliance
noted in our 2004 report when only 12
per cent of confracts had a PPE.

15.

However the quality of the PPEs we
reviewed varied greatly and they were
not always reflective of the scale of the
assignment under review. Generally, the
evaluations lacked defail and identified
few lessons that could be applied in
securing future value for money savings.

The Quality, Consistency and
Comprehensiveness of Information on
External Consultancy Spending

16.

Consultancy can be difficult to define
and distinguishing between external
consultancy, staff substitution and
contracted out services can be complex.
The 2008 PAC report recommended that
departments should ensure that they give
comprehensive and consistent information
on consultancy expenditure in response to
requests from elected representatives.

DFP’s most recent guidance on the

use of consultants provides advice on
how departments should sub-divide
professional services expenditure between
external consultancy services and
managed services.

Despite this, we identified a number of
specific inaccuracies in relation to the
expenditure data we received and the
sample of external consultancy contracts
we assessed. This included the provision
of expenditure figures which were
inconsistent with those published in DFP’s
annual compliance report; and, we found
that 13 per cent of the contracts we
sampled had been incorrectly recorded as
external consultancy assignments, when
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they should have been classified as either
staff subsfitution or confracted out services.

19. In response to a recommendation in the
PAC's 2008 report, DFP undertakes a test
drilling exercise on departments’ external
consultancy expenditure and produces an
annual compliance report, summarising
the results of this exercise. VWe noted
that there have been significant delays
in producing the annual compliance
report. The 2007-08 annual compliance
report was published 15 months affer
the year end, and the 2008-09 annual
compliance report was published 19
months after the year end.

20.  To be of value, the testdrilling exercise
needs to be undertaken on a timely basis
and the findings widely disseminated.
There is limited scope for departments to
address issues and respond fo conclusions
if this information is not available on
a timely basis and disseminated to the
appropriate audience for consideration
and action.
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Key Recommendations

Skills transfer is essential in addressing
departments’ future reliance on external
consultants and securing better value for money.
We recommend that business cases should always
give explicit consideration to the fransfer of skills.
Where the fransfer of skills is not considered to

be appropriate this should be explained in the
business case.

Departments must do more to ensure that
business cases are being undertaken, as
required by the guidance, and that they are of
appropriate quality. Ve recommend that Infernal
Audit units should develop a risk-based programme
of compliance testing, the results of which should
be provided to both Departmental Boards and
Audit Committees.

Around 1 in 5 of the contracts we reviewed
were single tender actions. Single tender actions
should be the exception. \\e recommend that,
where they are undertaken, the rationale for
proceeding should be clearly documented in all
cases and must be approved by the Accounting

Officer.

It is a matter of concern that more than 50 per
cent of contracts not procured through Centres
of Procurement Expertise (CoPEs) were Single
Tender Actions. \/Ve recommend that all external
consultancy contracts over £10,000 should be
procured through Central Procurement Direcforate
or another relevant CoPE.

The scale of cost overruns in a number of high
profile external consultancy contracts is of
concern. Ve recommend that contracts should
only be extended when provision has been made
for this in the terms and conditions of the original
contract and complies fully with EU regulations.
Senior Responsible Owners should report all

proposed contract extensions and overruns to the
Departmental Board or Audit Committee.

The increase in the number of external
consultancy projects subjected to Post-Project
Evaluation (PPE) is welcome, but must be
sustained. Ve recommend that all PPEs are
complefed within a specified time after the
complefion of the external consultancy assignment.
PPEs need to be open and honest about the quality
of consultants” performance and the information
should be shared throughout the department

and be made available at a wider NICS level

fo ensure lessons are learnt. This management
information should help to inform future
procurement exercises.

DFP gave a commitment to the Public Accounts
Committee that comprehensive and accurate
data on all consultancy expenditure would be
available at the touch of a button through the
AccountNI system. This is not happening and we
recommend that this is addressed as a matfer of
urgency.

DFP recognises that there is a need to further
clarify the guidance on the different categories
of professional services. \\Ve recommend that this
should then be reflected in the Account NI coding
system to ensure that separate codes exist for these
categories of professional services to enable more
accurate and consisfent reporting of expenditure.

It is important that any lessons in the Annual
Compliance Report are disseminated to the
appropriate officials within each department on
a timely basis. VWe recommend that Departmental
Accounting Officers ensure that the information
provided to DFP in the Annual Consultancy returns
is accurate and complefe and provided on a
timely basis. VWe recommend that DFP ensures
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that annual consultancy returns are commissioned
promptly and that test drilling is undertaken upon
receipt of this information. And we recommend
that, upon publication, the Annual Compliance
report is provided to Accounting Officers for
dissemination to Departmental Audit Committees,
Consultancy Co-ordinafors and Heads of Division.
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This part of the report outlines:

Recent trends and patterns of external consultancy expenditure by
Northern Ireland departments;

Our reasons for undertaking a study on the use of consultants;
and

The scope of our study and the methods used to gather evidence.
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Introduction

Departments’ use of external consultants has
in the past been subject to criticism from the
Public Accounts Committee

1.1 Northern Ireland Government departments
purchase professional services from a
wide range of organisations in areas such
as management consultancy, financial
services and information services. These
can be sub-divided info two broad
categories:

 External consultancy services which
are professional services provided for
a limited period of time to carry out
a specific, finite or “one-off” tasks or
projects; and

* Managed services where professional
services are used in a "business as
usual” environment. Managed services
incorporate staff subsfitution and
contracted services.

1.2 The Department of Finance of Personnel
(DFP) issued revised guidance on the use
of external consultants in March 2009
The purpose of the revised guidance was
fo assist departments in identifying when
professional services should be classified
as external consultancy and to lay out the
lower level of delegation which applied
fo this type of expenditure. While there
is no specific detailed guidance on other
categories of professional services such
as managed services the normal rules as
set out in Managing Public Money NI,
NI Guide to Expenditure Appraisal and
Evaluation and Procurement Guidance
Notes apply.

Consultancy advice and support can be
beneficial to departments particularly
where:

e there is a lack of infernal capacity fo
undertake new work;

® an independent view or opinion is
required; or

® specialist or expert advice is required
and is not available internally.

Similar types of external consultancy
services are purchased by all
departments and in most areas there are
large numbers of suppliers. It is therefore
imporfant that departments ensure value
for money by following good practice
procurement guidance. This includes
establishing that there is a clear need

fo use consultants, awarding confracts
competitively, evaluating supplier
performance, sharing information and
avoiding duplication of activity.

In June 2004, the Northern Ireland
Audit Office (NIAO) published a report?
that examined the use of external
consultants by NI departments. We
found that departments were failing

to comply fully with DFP guidance
and good practice. We concluded
that there was considerable scope for
government departments fo improve
their procurement and management of
external consultancy services.

Our report was the subject of a
Public Accounts Committee (PAC)
hearing in November 2007 and

1 Guidance on the Use of External Consultants :FD(DFP)04 /09

2 Use of Consultants by Northern Ireland Departments: Northern Ireland Audit Office: 10 June 2004
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the PAC subsequently produced its
own report in February 2008°. This
identified a number of key issues
and outlined recommendations for

improvement (Appendix 1 lists the PAC 1.7

recommendations and DFP’s response fo
the recommendations). In particular, PAC
reported that:

* the cost of external consultancy
to Northern Ireland Civil Service
departments had almost doubled in
5 years and looked like it was out of
control:

* there was litlle evidence to suggest
that there was any strategic
planning in the management of
external consultancy expenditure or
collaboration between departments to
identify cost savings and share lessons

consultancy expenditure in response
to Parliamentary and Assembly
questions.

In response to the PAC report, DFP
implemented a number of actions to
improve the use of external consultants
by Departments. New guidance was
issued in 2009 fo clarify issues around
the engagement of external consultants
and recording and reporting the
expenditure. DFP also reintroduced the
annual compliance report to review the
engagement of external consultants across
all departments and circulate the findings
so that best practice can be shared (full
details of the actions taken by DFP in

response to the PAC are provided at
Appendix 2).

learnt; External consultancy spend remains significant,
totalling £144 million in the 5 year period from
2005-06 to 2009-10 but has fallen considerably

® external consulfancy projects were

not being effectively designed to
ensure that skills were transferred from

consultants to in-house staff: 1.8

® in a significant number of cases
departments were not undertaking
business cases, were not tendering
competitively and were not conducting
post project evaluations;

* a significant percenfage of contracts
had encountered extensions and/or
cost overruns; and

® departments were unable to
provide comprehensive and
consistent information on external

over the last 3 years

Aggregate spending on external
consultants by NI departments continues
fo be significant. Over the period 2005-
06 to 2009-10, departments including
agencies, nondepartmental public bodies
and health trusts, have spent £144
million on external consultancy services.
Expenditure peaked in 2006-07 at £42
million but has subsequently fallen to
£19.46 million in 2009-10. Furthermore,
for the budget period 2011-2012 to
2013-2014, the Executive has agreed a
farget of yearon-year reductions of 10%
for consultancy spend, and all proposed
consultancy spend of £10,000 or more

3 Report on the Use of Consultants: Public Accounts Committee: 10 January 2008: 16,/07/08R

4 Guidance on the Use of External Consultants: FD (DFP) 04,/09
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Introduction

would require specific approval from the
relevant departmental Minister.

The proportion of external consultancy
expenditure accounted for by individual
departments has fluctuated yearon-year.
Over the last 5 years three departments
(Department for Regional Development,
Office of the First Minister and Deputy
First Minister and DFP) have accounted for
almost half (49 per cent) of total external
consultancy expenditure.

A small number of large individual
external consultancy confracts can
account for a significant percentage of
spend. For example:

Figure 2: Departmental share of external

consultancy expenditure by department 2005-06

to 2009-10

OFMDFM
16.8%

[ oFvDFM [l DHSSPS DE
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Figure 1: Annual external consultancy expenditure 2005-06 to 2009-10
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# Figures for the period 2007-08 to 2009-10 exclude external consultancy expenditure incurred by Northern Ireland Water
and Northern Ireland Authority for Utility Regulation to enable comparison with 2005-06 and 2006-07 figures.

Source: NIAO (2005-06 and 2006-07 data obtained from 2008 PAC Report on Use of Consultants)
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e of the £6.3 million expenditure
incurred by DFP in 2007-08 £2.9
million (46 per cent] related to
fees paid in respect of the Account
NI project to implement a shared
finance service for all of Northern
Ireland Civil Service (NICS) and a
further £2.2 million (35 per cent)
related to the procurement phase
of the Workplace 2010 project,
another project undertaken on
behalf of the wider NICS:;

* In OFMDFM £1.7 million (25.3 per
cent) of its total £6.7 million 2007-

08 in-year expenditure related to
the development of a masterplan for
the regeneration of the Maze/long
Kesh site.

Value for money is best assured when
there is a competitive market place with
large numbers of suppliers and market
share is not dominated by 1 or 2 large
providers. During 2008-09 £13.71
million of in-year expenditure was incurred
on contracts awarded fo the top fen
providers of external consultancy (this
equated to 68 per cent of the total in
year expenditure on external consultancy).

Figure 3: In-year expenditure incurred on contracts awarded to top ten providers of external consultancy

in 2008-09

Q

£ millions

Source: NIAO
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Introduction

Five consultancy organisations,
PricewaterhouseCoopers, Deloitte,
KPMG, Mott MacDonald and Denton
Wilde Sapte, were on the list of top ten
providers of external consultancy services

in both 2007-08 and 2008-09.

This is a follow-up report, examining the
extent to which departments are following
good practice

1.12  This follow up study examines the extent
to which the level of compliance with
DFP guidance and good practice has
improved since we first reported in June
2004. Our examination covers:

* the quality of procurement processes
within NI departments and whether
these complied with DFP's guidance
and good practice (Part 2); and

* the quality, consistency and
comprehensiveness of information
on external consultancy expenditure

(Part 3).
1.13  In undertaking our study we:

e sampled 100 consultancy projects
over 2007-08 and 2008-09 and
tested their compliance with DFP
guidance and recognised good
practice;

* interviewed departmental consultancy
co-ordinators;

* reviewed DFP guidance on the use of
external consultants:

* analysed expenditure data provided

by departments on their external
consultancy spend; and

undertook a literature review of a
number of sources (including reports
and guidance from the Westminster
and NI Assembly PACs, the National
Audit Office and the Office of
Government Commerce) fo identify
good practice in this area.

Appendix 3 outlines our methodology and
Appendix 4 defails our sample selection.




Part Two:
Compliance with DFP Guidance and Good Practice

__,

This part of our report assesses the extent to which departments are:

® establishing a clear need for, and producing the required business
case to support, their use of consultants;

e following appropriate tendering procedures and using competition
to ensure the achievement of value for money;

® establishing adequate project control arrangements; and

e undertaking post project evaluations of consultants’ performance in
order to inform future practice.
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Part Two:
Compliance with DFP Guidance and Good Practice

Key Findings:

® Departments have demonstrated a significant improvement in their level of compliance with DFP
guidance on the use of consultants. In particular there is greater compliance in the preparation of
business cases, adherence fo competitive fendering arrangements and completion of post project
evaluations.

® However, we nofed a number of key areas where further substantial improvements are required
in order to ensure that Departments can demonstrate that external consultancy engagements
represent value for money:

- 39.5 per cent of contracts reviewed encountered cost overruns;

— A substantial number of business cases did not comply with DFP guidance in terms of content
and were not proportional fo the assignment being undertaken;

— 16 confracts valued at £899,000 had not been competitively tendered; and

—  The results of post project evaluations are not being disseminated throughout departments or
fo the wider NICS.

Overall, there has been a significant demonstrate that value for money has
improvement in compliance with good been achieved; and
practice
* the incidence of cost overruns®
2.1 The overall level of compliance with has remained high, indicating that
DFP guidance and good practice has projects need to be better scoped and
improved significantly since our June managed.

2004 Report (Figure 4). There is a

substantial increase in the proportion of

contracts completing business cases and More business cases are being undertaken,
post project evaluations and a reduction but there remains room for improvement
in the extent of single tender action.
2.3 Before engaging external consultants,
2.2 Nevertheless, there remains room for departments must ensure that their use
improvement as the sample indicated: is necessary and represents value for
money. A full, but proportionate, business
e around 1 in 5 external consultancy case should be completed for all external
contracts are still not being tendered consultancy contracts. The 2008 PAC
competitively, making it difficult to report highlighted the importance of

5 For the purposes of this report a project is considered to have incurred a cost overrun if actual expenditure exceeded the
price agreed in the terms and conditions of the original contract.
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Figure 4: The extent of departments’ non-compliance with Good Practice

. 2011 report

Incidence of Absence of post
cost overruns project evaluations

departments establishing a clear business
need, reviewing options for meeting

that need and quantifying the costs and
benefits associated with the options

identified.

2.4 In our June 2004 report, we noted
that, in almost three quarters of cases,
departments failed to produce business
cases. In our current review, we nofed a
significant and welcome improvement in
the level of compliance. Nevertheless,
there were sfill 12 per cent of contracts
accounting for £643,618 of in-year
expenditure for which no business case
had been prepared. A small number of
these cases were of high value and it is
a matter of concern that departments can
enter info significant external consultancy
contracts without underfaking this basic

2.5

requirement. For example, OFMDFM
engaged consulfants through DFP’s
Centre for Applied leaming (CAL)
fraining contract for the provision of

a sustainable development training
programme valued at £143,394. The
department was unable to provide
evidence that a business case had been
prepared for this project.

Where business cases are required,

it is imporfant they are prepared in

a considered manner and are not

simply a 'tick box" exercise to safisfy

the requirements of the guidance. All
business cases should set out in detail
proportionate fo the proposed assignment:

* the purpose of the assignment;
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Part Two:
Compliance with DFP Guidance and Good Practice

e alfernatives o external consultancy, any in-house sfaff who will be assisting
and justification for using external them;
consultants:

e expected costs; and
* oufputs and benefits expected from the
external consultancy service; * performance review arrangements.
® proposed project management 2.6 A substantiol number of the business
arrangements; cases we reviewed were not sufficiently
proportionate fo the scale of the
* the means by which skills/expertise assignment being undertaken and failed
will be transferred to in-house staff; to comply fully with the guidance. For
example, we found weaknesses in
® the proposed division of work ferms of failure o estimate costs, identify
between the external consultant and benefits or establish performance review

arrangements (Figure 5).

Figure 5: Level of compliance with guidance on the content of business cases
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CASE STUDY A - PROPORTIONALITY OF BUSINESS CASE
Department of Finance and Personnel (DFP)— Grade 7 Competition

The DFP produced a business case to support the engagement of external consultants to design
assessment fools for use in the NICS,/Northern Ireland Office staff promotion process. The business
case was prepared in the format of @ memo and, in our opinion, was not proportionate fo the cost of
the project which was estimated to be up to £250,000. The content was very brief, approximately
1.5 pages, and did not meet the DFP guidelines. In particular, there was limited or no reference fo:

Justification for employing external consultants;
Alternatives available:

Outputs and benefits;

Project management arrangements;

Skills transfer; and

Performance review arrangements.

DFP's view was that many of these issues were not relevant to this particular project because, by its
nature, it required an independent resource, outside of the wider NICS, and therefore issues such as
consideration of other alternatives and hence the justification for using external consultants as well as
skills transfer were not relevant. The business case was approved and a contract valued at £31,000
was awarded fo Pearn Kandola for this work.

Recommendation 1 over the relevant delegated limits in
accordance with DFP guidance. Each

Departments must do more fo ensure that separate engagement of external
business cases are being undertaken as consultants expected to exceed the
required by the guidance and that they are relevant delegated limits must have
of appropriate quality. Infernal Audit units Ministerial and DFP approval before a
should develop a risk-based programme of confract is awarded. In 17 per cent of
compliance ftesting, the results of which should the contracts we sampled, departments
be provided to both Departmental Boards and were unable fo provide any documentary
Audit Committees. Accounting Officers should evidence fo confirm that business cases
ensure that Senior Responsible Officers are held had been approved at the relevant
fo account in cases where they fail to adhere fo delegated limits. A further @ per cent of
the guidance. contracts reviewed had been granted DFP

approval refrospectively.

2.7 Departments are required to seek 2.8 In the 2008 PAC Report, the Committee
approval of business cases for projects stated that it was amazed fo find that
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Figure 6: Department of Education Projects incurring irregular expenditure 2009-10

Name of project Irregular expenditure incurred £
Derry Dioceses Public Private Partnership (PPP) 613,879
Down and Connor DE La Salle PPP 832,841
Llagan/Tor Bank PPP 389,751
Holy Cross College Strabane PPP 98,958
Classroom 2000 60,748
Northern Ireland School Modernisation Programme
- legal advisors 8,178
- legal costs 76,967
- Procurement mechanism 1,853
TOTAL 2,083,175
Source: NIAO
departments can breach delegated Education incurred irregular expenditure
limits yet avoid sancfion if they receive fofalling £2,083,175 in respect of
retrospective approval from DFP. DFP external consultancy fees on six projects
has now revised procedures in response which specifically required the approval
to the 2008 PAC recommendation and of DFP (figure 6). We welcome the
as a result there has been a reduction tougher line that DFP has taken recently
in the number of refrospective approvals as we consider that it will help to ensure
granted. As a result, NIAO has qualified tighter controls over expenditure.
five Departmental Resource Accounts®
over the past three years on the basis of 2.9 DFP's delegated expenditure approval
external consultancy contracts that were limits do not apply to external consultancy
refused retrospective approval by DFP. For expenditure incurred by the Strategic
example, in 2009-10 the Department of Investment Board (SIB). OFMDFM and

6 In 2009-10 NIAO qudlified the Department of Education Resource Accounts on the basis that iregular expenditure totalling
£2,083,175 had been incurred in respect of external consultancy fees on six projects which specifically required the

approval of DFP (figure 6).

In 2008-09 the Department for Employment and Learning Resource Accounts were qualified as a result of iregular
expenditure incurred in respect of funding provided to two Further Educations Colleges for advisory fees on Public Private
Partnerships.

In 2008-09 the Department of Health, Social Services and Public Safety Resource Accounts were qualified on the basis
that The Northern Ireland Blood Transfusion Service incurred expenditure of £130,000 on consultancy between June and
December 2008. DFP refused to give retrospective approval because a suitable business case had not been completed
and approved prior fo engaging the services of the consultants.

In 2007-08 the Department for Social Development Resource Accounts were qualified on the basis that it failed to obtain
approval from DFP for expenditure on five projects.

In 2007-08 the Department for Health, Social Services and Public Safety Resource Accounts were qualified on the basis
that £2.4 million of expenditure was incurred by the former Sperrin Lakeland Health and Social Services Trust on specialist
advisors for the Developing Better Services project prior fo seeking formal approval from DFP. DFP turned down the request
for retrospective approval.
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DFP allocate two annual consultancy
budgets to SIB: an ‘Enabling Budget’
that is used fo co-sponsor projects, and
a 'Consultancy Budget” which is used

to supplement SIB's own resources.
Once SIB's annual budget has been
approved by OFMDFM and DFP, there
is no requirement for SIB to seek further
approval from OFMDFM or any other
department for individual consultancies or
contracts awarded under these budgets.
SIB seeks Ministerial approval for all
expenditure within these budgets on an
annual basis to negate the necessity

of seeking Ministerial approval for

any individual contract valued at over
£50,000. The rationale for this approach
is that many of the advisorships on large
contracts will exceed the £50,000

limit and it is felt that it would impede
SIB's ability to perform its mandate fo
accelerate infrasfructure procurement if it
had to await individual approvals on o
contract by confract basis.

2.11

SIB advised us that its advisers prepare
business cases for all proposed
expenditure from the ‘enabling budget’
and these are considered by SIB's
Investment Committee. An official

from OFMDFM attends the Investment
Committee meetings as an observer and
OFMDFM immediately reports to Ministers
details of all individual expenditure over
£75,000.

2.13

More needs to be done to transfer external
consultancy skills to in-house staff

One of the key reasons for using external
consultants is where specialist skills and
expertise are not available in-house.
Therefore, where appropriate, the use of
external consultancy support presents an
opportunity for departments fo develop
their own internal staff. This should

assist departments in building up their
own internal expertise for use on similar
assignments in the future.

The 2008 PAC Report expressed concern
that departments did not appear to

be building an efficient, well-skilled

Civil Service and that internal staff

were in danger of being left behind.

The Committee highlighted the need

for external consultancy projects to be
designed to ensure the transfer of skills
where appropriate from consultants to
in-house staff. However, only 33 per cent
of the business cases we reviewed made
reference fo the fransfer of skills. Around
tworthirds of external consultancy contracts
were let without any documented
evidence of whether opportunities for skills
fransfer existed or could be put in place.

DFP has advised that the revised guidance
on Use of Consultants” makes it clear that
departments should assess the potential for
external consultants fo transfer knowledge
and skills fo the public sector staff o the
greatest extent possible, thereby reducing
the future need to engage external
consultants. DFP has also undertaken work
fo identify and fill skills gap in the NICS
and has continued to develop the capacity

7 Guidance on the Use of External Consultants: FD (DFP) 04,/09
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and capability of Business Consultancy

Service, the consultancy group within the

Department’s Information Strategy and
Innovation Division.

Recommendation 2

Skills transfer is essential in addressing
departments’ future reliance on external
consultants and securing better value for
money. Business cases should always give
explicit consideration fo the fransfer of skills.
Where appropriate, measures for fransferring
skills should be incorporated into the overall
management arrangements and agreed

with the external consultant at the start of the
assignment. This would then form the basis for
regular review throughout the contract life cycle.
Where the transfer of skills is not considered to
be appropriafe this should be explained in the
business case.

2.14

Around 1 in 5 contracts was not
competitively tendered

Competitive tendering offers departments
the best means of ensuring that they
achieve value for money in the procurement
of external consultancy services and helps
demonstrate propriety in the use of public
funds. As outlined in Procurement Guidance
Note 02/108, we recognise that there
may be certain circumstances where single
fender actions may be appropriate and
provision exists in these circumstances

for Accounting Officers to approve this
decision. Our June 2004 report noted

that 41 per cent of contracts sampled had
been awarded using single tender actions.
In our current review, we found that 19

per cent of contracts we sampled were
single tender actions and not, therefore,
subject to competitive procurement. The
value of these confracts was approximately

Figure 7: Single Tender Actions

Department No of contracts Contract Value  Expenditure in year
Department of Culture, Arts and Leisure ] 50,000 24,150
Department of Education 3 89,871 89,871
Department for Employment and Learning 2 53,953 47,707
Department of Finance and Personnel 4 531,845 199,947
Department of Health, Social Services and 2 34,172 35,772
Public Safety

Department of the Environment 3 123,366 25,242
Department for Regional Development 1 16,000 15,899
TOTAL 16 899,207 438,588
Source: NIAO

8  Procurement Guidance Note 02/10: Award of Confracts without a competition: Central Procurement Directorate
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£899,000 (Figure 7). Single tender action
had been approved by the Accounting
Officer in 10 of the 16 cases.

Recommendation 3

Around 1 in 5 of the contracts we reviewed
were single fender actions. Single tender
actions should be the exception. Where they
are undertaken the rationale for proceeding
should be clearly documented in all cases and,
as recommended by the 2008 PAC report and
DFP's Procurement Guidance Note 02/10, all
single fender actions must be approved by the
Accounting Officer as he/she will be expected
fo defend the decision if called before the
Committee.

Almost a third of external consultancy
contracts were awarded without the input of
a Centre of Procurement Expertise

2.15  The use of procurement professionals
should improve the means by which
departments purchase external
consulfancy services. A number of Centres
for Procurement Expertise (CoPEs) have
been established throughout the NICS, the
main one being DFP’s Central Procurement
Directorate. There have been concerns
about several CoPEs because of high
profile failings in NI Water, Translink and
the Education and Library Boards. DFP
guidance emphasises that all procurement
for external consultancy services should be

CASE STUDY B - SINGLE TENDER ACTION

experience.

plus expenses.

Department of Education - Benchmarking for Pathfinders

The Northem Ireland Public Private Partnership Education Service (NIPPPES) was established by the
Department of Education to support PPP projects through the appointment of project managers.

In April 2006 NIPPPES identified a need for external consultancy support o establish a Pathfinders’
benchmarking database. The Department provided approval for the appointment of consultants

on 14 November 2006 but indicated that NIPPPES should use the select tender approach for the
appointment. On 17 November 2006 NIPPPES invited KPMG to submit a cost for the work required.
No other external consultancy providers were invited to tender for the work. The Department provided
NIPPPES with approval to proceed on the basis of single tender action on the same dafe however, no
Accounting Officer approval was obtained as required by the guidance.

We asked NIPPPES to provide an explanation for proceeding with this course of action despite the
advice given by the Department and they advised us that the Terms of Reference for this assignment
required that the external consultancy provider has experience of carrying out a benchmarking exercise
for other organisations within the education sector in Northern Ireland. Based on their past experience,
NIPPPES concluded that KPMG was the only external consultancy provider with the necessary

KPMG subcontracted part of the work to EC Harris. The fofal final cost of the project was £22,451
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Figure 8: Extent of single tenders and the use of CoPEs

Contracts with CoPE Involvement Contracts with no CoPE Involvement

- Competitively - Single tender

tendered action

managed by a CoPE and the 2008 PAC ~ Recommendation 4

Report also strongly advocated the use of
CoPEs, recommending that all contracts It is @ matter of concem that more than 50 per
be negotiated through them. cent of contracts not procured through CoPEs
were single tender actions. There is clearly less
2.16 71 per cent of the confracts we reviewed likelihood of single tender actions if CoPEs are
had been procured using the services used to procure external consultancy services.
of a CoPE. Generally we found that All external consultancy confracts over £10,000
the procurement of these contracts had should therefore be procured through Central
observed relevant guidelines and that Procurement Directorafe or another relevant
there was a clear audit frail documenting CoPE.

both the competitive fendering process
undertaken and the outcome of that

process. 52 per cent of confracts that A small number of contracts have

were awarded without any CoPE experienced significant cost overruns
involvement had not been competitively

tendered compared with only 8 per 2.17  Project overruns can occur for a variety
cent of those that had CoPE involvement of reasons including poor scoping,
(Figure 8). appraisal, management or control of

consultants and can impact significantly
on the total final cost of projects and
on the delivery of outputs. Departments




Use of External Consultants by Northern Ireland Departments: Follow-up Report 27

Figure 9
Department Contract Original Value (£) Overrun (£)
Department of Finance and Personnel Account NI Q71,700 8,550,000
Department for Regional Development Roads Service —PPP 3,000,000 3,780,000
advice?
Office of First and Deputy First Minister Regeneration of Maze/ 1,346,675 343,325
long Kesh'©
Office of First and Deputy First Minister & BELB/DE/SIB - 855,138 1,944,662
Department of Education'’ Technical, legal and
financial advice for the
procurement of schools
Total £6,801,743 £14,617,987
Source: NIAO
therefore must ensure they have in cent of all contracts had a designated
place appropriate project management project manager and interim milestones
arrangements. Regular monitoring of had been agreed and monitored in /3
progress against agreed milestones per cent of confracts evaluated. However,
at a senior level is necessary to help despite the improvement in project
departments minimise the incidence of management, the incidence of confract
project overruns. overruns remained high (39.5 per cent
of our sample), with these contracts
2.18  Our June 2004 report indicated that 45 encountering cost overruns fotalling

per cent of the confracts reviewed had
incurred final payments that exceeded
the original confract price. As a result,
we recommended that departments
should pro-actively manage external
consultancy assignments by establishing
a project board, designating a project
manager and agreeing inferim milesfones
commensurate with the scale of
expenditure involved. Our current review
confirmed that these measures had to a
large extent been implemented. 94 per

2.19

over £15 million. £14.6 million of the
overspend was incurred on four confracts

(Figure 9).

Part 3 of The Public Confracts Regulations
20062 outlines the procedures leading
fo the award of a public contract. It
highlights circumstances under which

a negotiated procedure may be used

by contracting authorities to engage
economic operators fo provide additional
works or services not included in the

The original contract price of this project was £3,000,000. At the time of our review, the maximum ceiling for fees for all

PPP Advisory Commissions fofalled £6,780,000. This has been approved by DFP, but not all spent.

10 Overrun is caleulated on the basis of a estimated final cost supplied by OFMDFM.
1 This project was selected from the OFMDFM annual consultancy return for 2007 /08, however, the project was a joint

undertaking between Strategic Invesiment Board and the Department of Education. The project costs were split 50:50
between SIB and Department of Education (see Case Study D).

12 The Public Contracts Regulations 2006 came info force in England, Wales and Northern Ireland on 31 January 2006 and
implemented Directive 2004,/18/EC of the European Parliament and Council of 31 March 2004.
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project initially. However, Regulation Recommendation 5

14 states that this negotiated procedure

should not be used where the aggregate The scale of cost overruns in a number of
value of the additional works or services high profile external consultancy contracts is
exceeds 50 per cent of the value of the concerning. A contract should only be extended
consideration payable under the original when provision has been made for this in the
confract. Penalties for non compliance terms and conditions of the original contract
with this legislation include suspension and complies fully with EU regulations. Senior
of any fender exercise and/or unlimited Responsible Officers should report all proposed
financial damages. Departments must, contract extensions and overruns to the
therefore, seek assurances that all cost Departmental Board or Audit Committee.
overruns and contract extensions are

negotiated in accordance with the
regulations.

CASE STUDY C - PROJECT OVERRUN
Department of Finance and Personnel - Account NI

DFP commissioned the services of PricewaterhouseCoopers to provide support on Account NI, a major
reform initiative within the NICS. The original contract was competitively tendered and awarded in
April 2002 to run for three years on the basis of a proposed cost of £971,700. There were three
extensions fo the original confract valued at £2.7m, £5.2m and £0.65m respectively running from July
2006 to September 2009. The total final consultancy cost was £9.6m. DFP advised us that, Account
NI sought and followed CPD advice and secured the appropriate approvals from the Minister and DFP
Supply throughout.

Regulation 14 of the Public Procurement Regulations (2006) limits the extension of any confract to

50 per cent of the original confract value after which the contract must go out to open competition.
CPD recognised this requirement and limited the first extension to 50% of the original confract value
with the infention to retender the contract to cover the remaining period required. CPD, in conjunction
with Account NI drafted tender documents and agreed an evaluation model. However, following
consideration of emerging case law, it was agreed instead to negotiate with PricewaterhouseCoopers
with a view fo extending the existing contract.

DFP's rationale for this approach was that since there was no change fo the scope of the consultancy
confract, it was not therefore a new contract to which the provisions of Regulation 14 would apply. This
rationale was supported by legal advice. It was considered that value for money could be secured by
negotiating with the external consultancy provider and comparing the rates offered with those quoted
for other frameworks let af that time.
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DFP advised that extensions to the Account NI contract were managed in line with advice and
guidance from Central Procurement Directorate, the Department’s Centre of Procurement Expertise, and
the Departmental Solicitors Office.

In our view, in order to demonstrate value for money and ensure compliance with procurement
regulations and EU legislation DFP should have undertaken separate procurement exercises for each of
the confract extensions.

DFP strongly disagrees with the assertion that there was a project overrun on the Account NI contract
with PriceVWaterhouseCoopers. DFP believes it has demonstrated that the contract was pro-actively
managed, in line with relevant procurement procedures and underpinned by guidance from Central
Procurement Directorate and the Departmental Solicitor's Office, and that appropriate approvals —
Accounting Officer, Ministerial and Supply — were sought. The actual expenditure did not exceed the
fofal contracted value, and DFP is strongly of the view that there were sound governance and control
arrangements in place for managing this contract.

It is our view that a confract agreed at an original value of £0.97m which finishes costing £9.6m,
more than 4 years after the original completion date, has overrun in ferms of cost and time, particularly
given that the scope of the project remained unchanged throughout.

CASE STUDY D - PROJECT OVERRUN

Belfast Education and Library Board, Department of Education and Strategic Investment Board -
Technical, Legal and Financial Advice for Procurement of Schools

The Belfast Education and Library Board (BELB) in partnership with the Strategic Investment Board (SIB)
and Department of Education (DE) engaged external consultants, PricewaterhouseCoopers (PwC) in
2004 to provide lead, technical, legal and financial advice for a schools procurement project. SIB and
DE agreed a cost of £855,138 and a target complefion date of December 2005 with PwC. The fees
were to be funded 50% by DE and 50% by SIB.

However, changes in the scope and detail of the contract, which were initiated by SIB and DE,
resulted in a final cost of £2,799,800, more than three times the original tender price with the project
delivered three years lafer than the target date.

In June 2008, after consultation with BELB, DE and Central Procurement Directorate, SIB issued a
defailed Post Project Evaluation Report which reviewed the use of consultants on this project and
identified the reasons for the overruns. The most significant of these were:
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* The project was subjected to a full Equality Impact Assessment. This resulted in a delay of 15 months
due to the challenges raised and as a result DE had to revisit the enrolment numbers for schools;

e |nsufficient bidders responded to the initial OJEU nofice. In response to feedback the scope of the
project was amended and as a result, the OJEU process had to be re-run causing a delay of 4
months: and

* During the course of the project DE changed its predictions for Long Term Enrolments, this resulted in
an 8 month delay.

® An unsuccessful legal challenge by a bidder resulted in a 4 month delay.

SIB advised us that, when it became clear that the original schedule could not be met SIB considered
whether the consultancy contract should be retendered. However, given the urgency to complete the
procurement SIB did not consider it desirable to refender the consultancy requirement as this would

have delayed the project further.

There has been a considerable increase in
the numbers of Post Project Evaluations but

their quality needs to be improved and they

need to be more widely shared

2.20

Post project evaluations (PPEs) provide
an opportunity for departments to assess
the performance of consultants used,
confirm whether value for money was
achieved and identify lessons for future
engagements. DFP guidance requires
departments fo complete PPEs and,
where appropriate, share lessons with
relevant colleagues, their CoPE and with
other departments across the NICS. In
its 2008 report, the PAC described it
as indefensible that departments did so
little to confirm the achievement of value
for money given the enormous sums of
money involved in external consultancy
expenditure. PAC recommended that
evaluations be completed for all external
consultancy assignments. In addition, we

2.21

2.22

note that the DFP Departmental Committee
has taken an inferest in this area and is
moniforing the completion of PPEs on a
quarterly basis.

PPEs had been completed for 69 per
cent of the contracts we reviewed. This
represents a significant improvement

in the level of compliance noted in our
2004 report when only 12 per cent of
contracts had a PPE. At the time of our
current review, 5 per cent of the projects
we reviewed were still in progress and,
therefore, no PPE had yet been completed
in respect of these confracts.

PPEs provide a valuable opportunity for
departments to identify ways of achieving
value for money savings in future
contracts. PPEs should therefore provide

a forthright assessment of the consultants’
performance and the results and lessons
learned should be disseminated widely. In
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CASE STUDY E — PROJECT OVERRUN
Office of First and Deputy First Minister - Regeneration of Maze/Long Kesh

The Maze/long Kesh site is the largest publically owned regeneration site in Northern Ireland at 347
acres and is of significant hisforical inferest given that it played a maijor role in the hisfory of Northern
Ireland. In 2005 a Masterplan exercise was undertaken to produce a site regeneration framework. In
2006 the Department of Culture Arts and Leisure and OFMDFM produced a business case outlining the
need for an additional £7.4 million of expenditure to take the project forward. The business case was
approved by a Good Government Meeting on 3 April 2006 and subsequently by DFP on 7 April 20006.
The proposed £7.4 milllion of expenditure included £2.4 million for a planning application. A contract
for this part of the project was awarded to RPS Consulting Engineers at a tofal price of £1,346,675.
The contract with RPS Consulting Engineers was subject to a number of variations in 2007 and a revised
confract value of £1,959,670 was approved by the Programme Board. The fable below provides a
breakdown of the original proposed cost of the project and the revised contract value.

Description Contract Baseline £ Revised Contract Value
Planning Application 70,525 70,525
Sustainable Development Strafegy 54,050 54,050
Environmental Impact Assessment 276,875 276,875
Traffic Assessment Q4,725 94,725
Highway studies, design & surveys 362,500 489,892
Utilities Infrastructure studies 83,000 83,000
Additional studies 205,000 0
Contingency for additional work 200,000 0
Agreed cost of additional work 890,603
TOTAL 1,346,675 1,259,670

OFMDFM advised us that £739,442 of the additional costs incurred related to work carried out in
respect of an additional planning application that was not included within the original the terms of
reference upon which the RPS procurement was based. This requirement was identified as a result
of discussions with Planning Service that concluded that outline planning application was required
for the whole site. OFMDFM indicated that, due to the interlinked nature of the work required, it was
appropriate fo extend the original RPS commission. Central Procurement Direcforate managed this
commission on behalf of OFMDFM and oversaw the negotiation of the additional fee for the work.

OFMDFM estimate that the total final cost of the project will be £1,690,000.
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2.23

2.24

the 2008 PAC report, PAC recommended
that PPEs should be of appropriate quality
and highlight facets of the consultants’
performance which may be of interest for
future assignments.

The quality of the PPEs we reviewed
varied greatly and they were not always
reflective of the scale of the assignment
under review. Generally, the evaluations
lacked detail and identified few lessons
that could be applied in securing future
value for money savings. Of the 59 PPEs
we reviewed only 1 nofed any negative
feedback on the service provided by the
external consultancy provider.

We asked departments to confirm how
the results of PPEs were used. In the
majority of cases it was apparent that

the results of the PPEs had been shared
within an individual business area but
had not been disseminated throughout the
department or promulgated to the wider
NICS. This curfails the potfential impact
and value for money savings that may

be realised as a result of sharing lessons

learned throughout the NICS.

Recommendation 6

The increase in the number of external
consultancy projects subjected to PPE is
welcome, but must be sustained. Departments
must ensure all PPEs are complefed within

a specified time after the completion of the
external consultancy assignment. PPEs need
fo be open and honest about the quality of
consultants’ performance and the information
should be shared throughout the department
and be made available at a wider NICS level
fo ensure lessons are learnt. This management
information should help fo inform future
procurement exercises.




Part Three:

The Quuality, Consistency and Comprehensiveness of

Information on External Consultancy Spending

L4

T

his part of our report examines:

The definition of external consultancy;

The quality of expenditure information provided by departments;
The standards of record management; and

DFP’s test-drilling exercise.



34 Use of External Consultants by Northern Ireland Departments: Follow-up Report

Part Three:
The Quality, Consistency and Comprehensiveness of Information on

External Consultancy Spending

Key Findings:
e Itis difficult fo establish the level of tofal payments made for consultancy services;
® There are concems about the accuracy and consistency of expenditure information;

e There were significant delays in receiving basic management information requested from a
number of departments and we have concerns about the quality of records management; and

e DFP undertakes a "festdrilling” exercise to assess compliance with guidance however, this exercise
is not completed on a sufficiently timely basis.

It is difficult to establish the total cost of
using consultants.

3.1

Consultancy can be difficult to define
and distinguishing between external
consultancy, sfaff substitution and
contracted out services can be complex.
The 2008 PAC report recommended that
depariments should ensure that they give
comprehensive and consisfent information
on consultancy expenditure in response
fo requests from elected representatives.
In this regard, the Committee indicated
that expenditure information put info the
public domain must be complete and
should clearly delineate all categories

of consultancy costs. The PAC requested
details of all consultancy expenditure in the
NICS for inclusion in its 2008 report and
indicated that the figures should include
infernal consultancy, sfaff substitution,
confracted services and research.'®

In response to PAC, DFP provided the

information as requested. However, DFP

3.2

remains of the view that staff substitution,
confracted services and research are not
considered fo be consultancy, but rather
are cafegories/sub categories of external
professional services.

The most recent guidance on the use

of consultants'* provides some advice

on how departments should sub-divide
professional services expenditure
between external consultancy services
and managed services. The guidance is
quite clear on how public bodies should
identify external consultancy contracts and
provides comprehensive examples but

is less clear on how departments should
identify staff substitution and contract
services. Departments indicated fo us that
the guidance did not provide them with
sufficiently detailed information to enable
them fo delineate between the categories
of professional services.

13 PAC Report on Use of Consultants — Appendix 3, Chairperson’s letter of 19 November 2007. DFP advised that the 04,/09
guidance on use of consultants classifies these categories of expenditure as professional services rather than consultancy
expenditure.

14 Guidance on the Use of External Consultants: FD(DFP)04,/09
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3.3 We asked departments to provide a e internal consultancy;
breakdown of expenditure incurred by
their core department and its agencies e staff substitution;
and arms length bodies in 2007-08,
2008-09 and 2009-10 on: e contracted out services: and
® external consultancy; e research.

Figure 10: Expenditure by departments 2007-08
A - |
Dept External Internal Staff Contract Research Total

Consultants ~ Consultants  Substitution Services
DARD 0.48 0.12 0.49 1.39 0.00 2.48
DCAL 3.89 0.09 0.42 0.42 0.09 4.91
DE 3.28 0.00 2.89 1.29 0.00 7.46
DEL 0.50 0.00 0.21 0.37 0.14 1.22
DETI 2.87 1.21 0.71 /.09 0.1/ 12.05
DFP 6.30 0.00 2.10 25.40 2.60 36.40
DHSSPS 3.07 1.98 50.30 8.35 0.00 63.70
DoE 2.03 1.89 2.18 4.92 1.61 12.63
DRD 1.961° 0.39 1.62 3.25 0.14 7.36
DSD 0.76 0.00 0.00 11.56 0.13 12.45
OFMDFM 6.70 0.00 0.00 0.05 0.04 6.79
T NIAUR 2.11 0.00 0.03 0.46 0.00 2.60
Total 33.95 5.68 60.95 64.55 4.92 170.05

15 Excludes expenditure by NI Water
16 Data presented in figure 1 does not include NI Authority for Utility Regulation for comparability 2005-06 and 2006-07
figures.
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Figure 11: Expenditure by departments 2008-09
T S
Dept External Internal Staff Contract Research Total

Consultants ~ Consultants  Substitution Services
DARD 0.49 0.09 0.67 1.95 0.00 3.20
DCAL 0.61 0.09 0.45 0.52 0.21 1.88
DE 1.51 0.00 2.78 1.31 0.00 5.60
DEL 0.58 0.01 0.36 0.41 0.26 1.62
DETI 3.29 1.77 0.73 8.84 0.35 14.98
DFP 4.52 0.00 4.90 18.90 0.80 29.12
DHSSPS 1.65 1.90 61.55 Q.76 0.02 /4.88
DOE 1.84 1.73 2.79 492 1.57 12.85
DRD 0.7917 0.40 1.74 4.23 0.13 /.29
DSD 2.69 0.00 0.00 10.04 O0.11 12.84
OFMDFM 2.48 0.36 0.00 0.07 0.05 2.96
NIAUR 1.15 0.00 0.15 0.62 0.00 1.92
Total 21.60 6.35 76.12 61.57 3.50 169.14

17 Excludes expenditure by NI Water
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Figure 12: Expenditure by departments 2009-10
Dept External Internal Staff Contract Research Total
Consultants ~ Consultants  Substitution Services

DARD 0.44 0.22 0.61 5.29 0.00 6.56
DCAL 0.57 0.10 0.37 5.31 0.28 6.63
DE 0.71 0.00 2.84 1.51 0.00 5.06
DEL 0.31 0.00 0.37 0.44 0.32 1.44
DETI 4.02 1.76 0.81 /.38 0.51 14.48
DFP 1.10 0.00 3.50 19.50 0.40 24.50
DHSSPS 2.80 1.76 56.89 30.75 1.27 93.47
DOE 1.84 1.77 3.90 6.03 1.43 14.97
DRD 0.641'8 0.50 1.69 4.05 0.16 7.04
DSD 2.02 0.00 0 14.13 0.00 16.15
OFMDFM 3.75 0.50 0.82 1.47 0.21 6.69
NIAUR 1.26 0.00 0.03 0.41 0.02 1.72
Total 19.46 6.61 71.83 96.21 4.60 198.71

3.4 We nofe that the expenditure incurred
by departments on sfaff substitution
and contracts services covers a diverse
range of spend and not just spending on
consultants:

e DFP advised us that their reported
expenditure on staff substitution,
confract services and research reflects
fofal expenditure on temporary sfaff
including recruitment agency and
other temporary sfaff, expenditure on
all contract services including contract
security, messengers, porfering and
cleaning. Therefore, these figures
include payments made to a large
range of service suppliers;

DHSSPS highlighted that the figures
supplied for staff substitution include
payments made to temporary agency
staff including payments for locum
medical services:

DETI indicated that the vast majority
of expenditure on confract services
throughout the 3 year period was
incurred by Invest NI in relation

fo its normal business operations
such as International sales/trade,
communications and marketing;
property services and facilities
management; and

18 Excludes expenditure by NI Water
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Figure 13: Northern Ireland Housing Executive — Managed Services Expenditure

Year NIHE Design & NIHE - Housing NIHE - ICT Services NIHE - TOTAL
Property Regeneration

2007/08 £9,441,453 £459,000 £0 £9,900,453

2008/09 £8,021,078 £622,000 £0 £8,643,078

2009/10 £3,573,128 £0 £7,032,798 £10,605,297

There are concerns about the accuracy and

e DSD recorded comparatively high
levels of expenditure on contract
services in each of the 3 years from
200708 to 2009-10. The main
reason for this expenditure relafes
fo managed services within the
Northern Ireland Housing Executive
(NIHE), Public Corporation of DSD
(Figure 13).

consistency of the expenditure information

3.5

3.6

Most departments indicated fo us that
the information we sought on other
professional services (including internal
consultancy, staff substitution, contract
services and research) is not maintained
centrally on an ongoing or annual basis
and that a one off exercise had to be
undertaken to satisfy our request. Only
one department indicated that they
analysed this information and reported
results to their Board regularly. It is
concerning that this basic management
information is not readily available.

In order to collate this information
departments had to commission returns
from individual business areas. They
explained that this was necessary

because the Account NI system currently
only has a separate coding structure

for external consultancy expenditure.
Expenditure on other professional services
is not easily identifiable from the Account
NI coding structure.

We identified a number of specific
inaccuracies in relation to the expenditure
data we received and the sample

of external consultancy contracts we
assessed:

e Three departments failed to supply
external consultancy expenditure
figures for 2007-08 that were
consistent with the figures provided
to DFP for publication in its annual
compliance report;

® One department provided inconsisfent
information relating to 2008-09; and

e Out of our sample of 100 confracts
we found that 13 contracts had
been incorrectly recorded as external
consultancy assignments, accounting
for a total value of £1,530,574.
These contracts should have been
classified as either staff substitution or
contracted out services.
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Despite the concerns raised by PAC
regarding the consistency of information
provided by departments on this fopic,

it is clear that some departments still

have difficulty providing accurate basic
management information. In addition,
there continues fo be confusion over the
classification of the expenditure, although
professional services categories are
currently in line with Office of Government
Commerce guidance.

Recommendation 7

DFP gave a commitment to the PAC that
comprehensive and accurate data on all
consultancy expenditure would be available
at the touch of a button through the Account
NI system. This is not happening and must be
addressed as a matter of urgency.

DFP should further clarify the guidance on the
different categories of professional services.
This should then be reflected in the Account
NI coding system to ensure that separate
codes exist for these categories of professional
services fo enable more accurate and consistent
reporting of expenditure. DFP recognises

there is a need to further clarify issues around
definitions, classifications, recording and
reporting and is currently reviewing the
implementation of the new guidance with a
view fo clarifying these areas.

We have concerns about the quality of
records management

3.9

3.11
External consultancy expenditure fends
fo come under greater scrutiny than
other areas of public spending. This

has been highlighted by the recent PAC
investigation into the procurement issues
within NI Water where some of the
failings related specifically to external
consultancy services. It is essential
therefore, that departments retain an
audit frail of all key documentation
relafing fo individual external consultancy
assignments. This includes:

® business cases and approvals;
e tendering documentation;
® signed confracts;

® project planning and performance
management information; and

® post project evaluations.

These are key documents which
departments should be able to provide
promptly if required to do so. We were
surprised, therefore, af the significant
delays we encountered in receiving the
information that we had requested from
some departments. In some cases, we
encountered delays of up to four months in
receiving information relafing fo individual
confracts. A number of departments
including OFMDFM and DCAL provided
a substantial amount of additional
information during the clearance process
that had previously been unavailable
during our audit fieldwork.

Where information was unavailable we
asked departments to comment. In a
number of cases departments were unable
fo provide any explanation. However,
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in some cases, TRIM was identified as
a causal factor. TRIM is an electronic
records management system designed
to help businesses capture, manage,
and secure business information in order
fo meet governance and regulatory
compliance obligations.

TRIM was rolled out to NICS
departments in 2007 as part of a
record management project known as
Records NI. Departments explained that,
when TRIM was implemented it was no
longer considered necessary fo refain
manual copies of electronically produced
documentation. However, as with any
change initiafive it fakes time o become
embedded and initially departmental
staff were not always fully proficient in
using TRIM. As a result, on occasion,
departments may have overlooked
saving documents electronically or

failed to operate the system correctly.
This potentially impacted on their ability
fo provide copies of documentation
produced during the fransition to TRIM.
Departments assured us that that this was
no longer an issue as TRIM is now fully
operational and has been well embedded

throughout NICS.

The PAC, as part of its report on Shared
Services for Efficiency — a Progress
Report!” emphasised that “the new
processes and practices introduced by
Records NI must not compromise the
mainfenance of Northern Ireland'’s public
record and the ability of the C&AG to
carry out his functions in providing the
necessary assurance fo the Committee
on departments’ use of resources.” In

response, DFP assured the Committee

that it was safisfied that the integrity of the
public record was not diminished and that
C&AG's access rights had been circulated
fo, and understood by, all departments?.

Recommendation 8

It is important the quality of records management
is not reduced because of the move from a
paper-based o an electronic system (TRIM).
Departments should conduct a review of the
system fo fest the accessibility, availability and
quality of records within TRIM.

DFP undertakes a ‘test-drilling’ exercise
to assess compliance with guidance. This
exercise is not completed on a sufficiently
timely basis to disseminate lessons

3.14

It is the responsibility of each Accounting
Officer to ensure that the department is
following best practice when engaging
external consultants and that information
on external consultancy expenditure is
comprehensive and accurate. DFP also
has a central role relating fo the recording
of external consultancy expenditure
including:

® commissioning annual external
consultancy returns from departments
and managing an external
consultancy database;

® approving projects above delegated
limits:

19 Report on Shared Services for Efficiency — a Progress Report, Public Accounts Committee, 15 January 2008, 21,/08 /09R
20 DFP Memorandum on the fifth and sixth Reports from the Public Accounts Committee Session 2008-09, 13 March 2009,
NIA 91,/08/09
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® conducting testdrilling of projects
below delegated limits; and

e producing an annual compliance
report.

At the start of each financial year
departments produce annual external
consultancy plans. The plans identify any
known or expected external consultancy
assignments that have been identified

for that financial year. The guidance
suggests that this information should be
made available to DFP Supply, Central
Procurement Directorate, other relevant
CoPEs and Business Consultancy Service.
DFP Supply confirmed that it does receive
annual external consultancy plans from
departments but indicated that their use of
these plans was limited.

3.18

In our 2004 report, we noted that while
DFP was maintaining defails of external
consultancy expenditure across the NICS,
the information that it collated at that time
was variable and limited in nature. VWe
recommended that DFP's monitoring and
audit responsibilities should be reviewed
and clearly defined, and that the data
held by DFP should be enhanced to
improve the level of assurance available
fo DFP.

3.19

3.20

In response to our recommendation

DFP incorporated additional fields into

the external consultancy refurns. Returns
submitted by the departments are now
expected to reflect information relating o
the value of individual contracts and defails
relating fo competitive tendering and the
completion of post project evaluations.

However, in 200708 and 2008-09
some departments filed refurns that did not
provide all of the information required. For
example, we were unable to calculate

the total value of the confracts issued in
each respective year as this information
was not available for all contracts. DFP
fold us that it has continued fo pursue this
information but expressed concem that
substantial effort was required in 2007-
08 and 2008-09 fo verify and agree

the information provided in the refurns
submitted by the departments.

In response to a recommendation in

the 2008 PAC report, DFP produces

an annual compliance report, including
the results of ifs testdrilling exercise.

The report covers one financial year

and is informed by the annual external
consultancy returns and the testdrilling
exercise completed on the data provided
by the departments.

To be of value, the testdrilling exercise
needs to be underfaken on a timely basis
and the findings widely disseminated.

We noted that there have been
significant delays in producing the annual
compliance report. The 2007-08 annual
compliance report was published in

June 2009, some 15 months affer the
year end, and the 2008-09 annual
compliance report was published in
October 2010 some 19 months after the
year end. There were a number of factors
that impacted on this delay:

® DFP requested the external
consultancy returns approximately
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3 months after the year end in June

2009;

e There was substantial time spent in
confirming the information provided in
the returns, this took approximately @
months;

e Testdrilling commenced in March
2010 and was largely completed by
July 2010, at this stage DFP provided
feedback to individual departments;

and

® The compliance report was published

in October 2010.

3.21  The 2009-10 departmental returns were
requested on 15 October 2010.
3.22  The purpose of conducting testdrilling is to

monitor external consultancy expenditure
and identify ways of improving future
performance in managing external
consultancy engagements. However,

there is limited scope for departments to
address issues and respond to conclusions
if this information is not available on

a timely basis and disseminated to the
appropriate audience for consideration
and action.

Recommendation 9

DFP expressed concem regarding the quality
of information presented by departments in the
annual consultancy returns and indicated that
this had contributed to the delays encountered
in producing the annual compliance report.
Departmental Accounting Officers must ensure
that the information provided to DFP in the
Annual Consultancy Returns is accurate and
complete and provided on a timely basis.
This should facilitate the implementation of
recommendation 10.

Recommendation 10

DFP should ensure that Annual Consultancy
Returns are commissioned more promptly and
that test-drilling is undertaken upon receipt of this
information. This should assist the department in
producing the annual compliance report on a
more timely basis.

Recommendation 11

It is important that any lessons in the Annual
Compliance Report are disseminated to the
appropriate officials within each department

on a timely basis. VWe recommend that each
department ensures that the Annual Compliance
Report is provided to Accounting Officers for
dissemination to departmental audit committees,
consultancy coordinators and the wider
department.




Appendices




44 Use of External Consultants by Northern Ireland Departments: Follow-up Report

k%)
c
o 5
|wO
AN
°Co
O]
N
% <
>3
c O
O NN
Mrv,
q S
en
X 5
CJ
o
<2

Appendix 1 (paragraph 1.6)

SIS0 8J0JN22D PUD Ajewlj 810w D uo puads Aoupj|nsucd

uo spiodai Jo uoynpoid 8yj SIDJI|IOD} [|IM PUD SISDG UOWWOD D
uo pjop |ProUBUY BAIsusyeIdwod piodsl ||Im weisAs Buliodal
[o1ouDUl [N 1UNO2DY Mau 8y sjuswppdsp [N 8y} inoyBnoiy
ainjipuadxe ASUD}|NSUOD JO SINIDU PUD JUSIXS BY} JO MBIAISAO UD
spiroid pjnoys ‘peiojjod usym ‘yaiym sjuswiindep wouj spodal
[ONUUD 82nPOIULBI [|IM d4(] “UOHDPUSWWOD3I SiY} sjdsodD |4(

"aNnss! Sy} SSaIppD
[l swwoiBoid spom piomioj sii pup saliioud sy Jo auo si sdob
s||bfs Buneayy “aininy ayy 1) paindeid eq puo sebus|pyd Alelep
Juand jeaw o} SDIN| @yt Jo Alljigedod puo Ailopdpd eyt Buidojerep
Jo anidelqo syl spy (1yD) Buiuipe) paiddy 1of ayuer) ay|

"wis} Buo| o} wnipawl

8y} Ul yiom Adupj|nsuod a|pds 8BID| Ajjuapl of 8|qissod sAom|o

10U I JI @Iojelayl pup uaslD spy yaIym 1osloid 1o enssi iojnoiod

D UM [DSP O} 810U JIOYS JO PSUOISSIWWOD 81D SjuswuBbisso
ASupj|nNsuoD Uslo Py} Sjou PINOM I leremol “sdpb paijiuspl

Bnid puo sebopoys s||s Auspr pinoys SOIN 8y ioyi seaibo 44g

‘Alljiqedoo pup

Aopdpo esnoy-ut dn pjing o} SO 0s 821AI8G AdupjNsuoy) sseuisng
[oussjur sy BuiusyiBuaiis si pup Ajpodod esnoy-ul jo esn sjolidoiddo
sy} Buipnjour ‘eopjd Uy O} SOY UOHDISPISUOD ||} Jaljo Ajuo pauipjel
8 P|NOYS SJUD}NSUOD [DUISIX® JOY) 8jpIsyial o} sjuswpindsp o
aouppInb anssial [m ¢4 Adupinsuod uo ainjipusdxe sboupw
djey of sjuswpndep yim spom |im Ji ing ‘ABsjous |pwio) o
sonpoid o} AIDssedauU Si |1 {DY} JSPISUOD Jou Se0p 44 “sebois

||o 10 821ApD Isijo1oads palinbal eApy yoiym sswwoiBoid wiojel
1olpw ey} pup sjoeloid eBip| Jo Jequinu D of enp usaq sBY Siy)

Jo yonw joy sesiubooal Ji yBnoyyo ‘einjipuedxe Aoupjnsuod

Ul 8SD8I2U] 8} INOGD SUISJUOD §88fiIWWOT) 8y $8IDYS d4]

Jusuyiwwo) 44q

"uolNng D JO yanoj

8yl o ainjipuadxe ASUDJNSUOD ||D UO DIDP BJINDID PUD
anisusyaidwod eonpoid pjnoys siy| “siusweBuouD |oiuod
Ayijonb sjoudoiddp yiim ‘espgpiop [pyusd D 8anpolUle!
o} '|N 1unoddy ybnoiyl ‘44q sioedxe sspiuwo)) ay|

‘peyiuspl sdob s|pjs Aup Bnid of ABsjous o esiep
puD 3jlom siy exoliepun of A1ossedau s||iys ay) Ajiuspl
‘wis} Buoj of wnipsw ayj ul palinbal y1om AdUDjNsucd
8|pos-eB1D| Ajiiusp! p|noys SN @Y} 1Pyl SpUsWWods)

SallWWOD) 8y} ‘se01nosal Aoupjnsuod ssnoy-ul dojeasp of

"Bulynsuod |puieixe uo Acuspuedep

118y} @anpal o} ABejpys jowioj o eanpoid pup sjuswppdep
UM JIOM PINOYS J4( 1Py} SPUSWWODS] S8liWOD) 8y
PUD 8J0I SIY} IO 8511 Of SNUNUOCD Of PSMO||D 8] JOU SN

I “|ONUOD JO INO SI JI &YI| SYOO| PUD SIDSA BAl} Ul pa|gnop
upy} 8low $81poq pajojel pup suswppdsp (SDIN|) 821AIeS
[IAID) puDJel| UISYHON| O} ADUDJ|NSUOD [DUISIX® JO IS0 8y ]

UOLDPUBWWOI3Y DVd




Use of External Consultants by Northern Ireland Departments: Follow-up Report 45

“uolPPUSWWIODa] 5 88llilWoD) 8y} Jo 1yBi| ul sjuswsebuono

JUSLIND By} M3IASI Of | §|qOUS Of PUD SJUD}NSUOD JusWwaboupw
[ouleixe Jo 8sn s AAIN| Jolluow o} wsiupydew diiveds o eopid uj jnd
[ 41 sseooud syt jo piod sy “sBuliesy Jepjoyaipyg Apisppnb ey
yBnouyt sjuewebuono eoupueAob ey siojuow Qyq d4d 1o [oroiddp
sy} pup [oroiddo s saisiuly ay) 3ess of paiinbal st AAIN ‘Nl
pajoBajep sy} sA0gD sjuswWUBsSO ASUDJNSUOD JuswsBoUDW [DUISIXe
uo ainjipusdxe AUD 104 “upjq ssaulsng d1BajPIG AAIN @Y Ul InO Jes
sieBi0} sy JeAljep PUD JusWUOIIAUS pajojnBal pup [OIDISWWOD Mau
sl ul Ajaaloeyje sjpiedo of AN 8[qoue pinom yaiym suolobsiep
[o1oupul syt peaibo d4q pup yq ‘wiofer Jeipom Jo seAldelqo sy
Yim aul U] “[oroiddy 44q 1o} Juswaiinbay /suounbejeq |pluswindeq
- 50/90 (d4Q) OvQ Ui pauipjuod suoisiacid ey} Jo Junooop Bupiol
Aupdwod sy} 10} Jajie] @duDUIBAOL) 8yj Jo Juswidojersp ayj Jo
IX8JU0D 8y} Ul suop som siy| “Aundwiod sy} Joj suoypBejep |oloubul
8yl pamainal 44Q Yim uoiounluod ut 'qyq ‘£Z00z [Hdy | woy
MIN 10 luswysigoise sy} 1o} uolpiodeid uj “wsijouoissejoid pup
anjoA ‘Aousindsupy ‘Auojo 810 yoooiddp siy; Jo sejdiouud Asy

Y| "[epPoVN @Alndex] lepjoyainys ayi Jo uoldopo ayj ybnoys
sjuswabupbiip soubuIsA0B 8o1jopId Js8q UC BuimbIp Pays!|goise som
"Aundwod paumo juswiuIsroB D SO ‘(AAIN]) JBIPAA PUPJel| UIBYHON]|
"aNss| Sy} UO AJUDJD 10J BlIsep §,88iIWWOD) 8y} sesiubodel QyQ

‘DaID

SIY} HISIABI OF DD 8yl &YI| PINOM S88HIWWOD) 8y} 1oyl $8j0U d4(
"paipys aq upd 8olonid Jsaq Joyl os sjuswndep o} 8say} ao|NdIID
puo sBuipul sii esupwWNs ||Im 44 “sesioiexe Buljup ise} ino Aupd
PUD SuInjal 8s8y} 8SAIDUD ||IM ¢4 "SIUD}NSUOD JO 8sn Jiayl o sioadsp
U0 sjuswiodap WOl UINjaI [ONUUD UD UOISSIWWOD [|im I08A |pioupul
80,//00¢ Yim Buipis ‘pup uolppuswwodal siyl sidecop 44g

"WasAs MaU By} Of erOW sjuswWIPdep 8dUO

[N JUNO22y puD ‘$junodoD 821nosal pjuswpndep Ul ainjipusdxe
YllM P8|Iouodal SI UOIDWLIOJUL [P {DY} Sjuswindep woly suinie)
|onuuD 8y} Jo 1pd SO $8OUDINSSD 388S OS|O ||IM ¢4 "UOHDWIOJU! JO
Buipiodal jusisisuod aiow o} Bulpps| ainjipuedxe JO SUOHDDNISSD[D
puo Adupjnsuod jo sedA; ayj Jo suoniuyep Ajupp of idwsyo up ul
8oUDpING pasiAel 8nss! ||IM puD uolopUSWWOoDal siyl sidedoo ¢4q

"SIUDJNSUOD Jo 8sn s AAIN| O} ||} ur Alddo pjnoys
20uppING ¢4 1Py} SPUSWWIODa! BI0jRIaY} SaliiLWOD) 8y |
‘MIN Ul Asuoul 1o} en|pA ainsue o} 8in|ioj AU 1oj |19 8y}
dn yoid sieAodxoy pupjel| uisyloN| eyl puo Aundwod ayj
sumo Ajele|dwod gyq (AN JBIPAA PUDjel| uisyloN| Jo

uowisod sy} Jnogp AJIDJD |} St 818y joyi juppiodul s )

"@ouppInb eouooid jseq yim eoupidwod ul juswaroidul
JupDYIUBIS 885 of Poadxe em swill YoIym Ag ‘syuow g |
1xau sy} ul Aps ‘DalD sy} Bulisiasl J8PISUOD Of O Sy
YI| OS|P P|NOM B8jiiLWOT) 8y “uolpnjoAs josloidysod
puo Bulispus) aAllledwWod ‘850D SsBUISNG SYDUSPUN O
sjuswalinbal sy} yim paijdwod eapy sjuswiindep yoiym o
JUsjXa 8y} $8SSD PINoys Hodal SIY) ‘WNWIUIW D Sy “SSIDIexXe
Buijjup isey syt jo synsel syj Buisupwwins ‘podes eouoljdwod
[onuup up ssonpoid J4(J 1oyl SPUSWIWODaI SSILWOY) 8y |

81500 ASUD|NSUOD JO selobejd (o sjsuleP

Appepd pjnoys pup ejejdwod aq jsnw uiowop 21gnd ayj
ojur ind uoypuoyu| “seAlplussaidal pajos|e woly sisenbal
o} esuodsal ul ainjipuadxe ASUDJNSUCD UO uoHDWLIOJU]
JUSISISUOD PUD BAIsuayaIdwod aAlb Asy) Joyi @1nsus Jsnuw
sjuswiiodep ‘@ininj Ul JoY} SPUSWIWIODaI S8liiLWOD) 8y |




46 Use of External Consultants by Northern Ireland Departments: Follow-up Report

(7p]
c
o 5
|w0
AN
°Co
O]
N
% <
>3
c O
O NN
Mrv,
q S
en
X 5
CJ
o
<2

Appendix 1 (paragraph 1.6)

"suinjes |pnuup pesodoid ey yBnouy

sjuswyindep Aq suolop Jepusy a|Buls Jo 8sn ay) JojiuoW OS[D [|IM d4d
1921jj0 Bulunodoo |pluswiindep syl Jo jproiddo sy Buluipigo seyo
palepisuod aq Ajuo |im [paciddp 44q Buninbar sesod sssuisng |y
"88lllwwoD) Ipny 8y} of pajiodsl ‘jousiow Ji ‘pup [oAciddo JsdiO
Bulunoooy oiioads sApy Isnw sjiwi| pajpBsjep [pjuswppdsp ulyim
Bunepus} ealiledwod-uou (o joy) Buninbar sjuswppdep of eouopinG
pasiael apiAoid ||IM PUD suolppUBWWODaI 858y} sidedop 44J

"uanIb Bujeq oroiddo uo yans Ajusn

SSDUDISWINDIID B} JDYF PBUSHDS SI 1l 8I8YM S8OUDISWNDIID [ouoldedxe
ul speroiddo yons epiroid Auo siojelay ||im pup sjuswpndap of
[oubis Buoim ey pues Aow sjpaciddp ealpedsolel iojnBai oy
side2op ¢4 Ing "|pAciddp s 44q poy Buiany sAom|o so sinjpusdxe
8yl Jpal} Of SDY DD BYI 'JUSAS UD oS Ul ‘pup sjoroiddo
aApedsolal 1o} 1emod |pBe| ay) sepinoid | 007 (pUPe!| UBYHON|)
10/ SIUNODDY/ PUD $82IN0SSY JUSWUIBAOS) 8yl JO (7)Q | Uoloeg
sjoroiddp aAlpadsolal INOgD SUISDUOD S,88lIWWOY) S} $SI0U d4(

19210 Bulunodop syt Aq Ajpoeiip paeroiddo

8SIMIBYIO S$a|UN ‘3407 D yBnolyy paindoid aq pjnoys anjoa

MO AlaA D JO 850y} UDY} Jaylo ‘sjuswubisso ASupjjnsuod ||o 1oy
1030 P ||IM 4 Aq penssi Buleq eouopinG pssirsl ay] “esoo
ssauisng ey Ul payiuapl sedlAles Aoupynsuod palinbel eyt e1ndoid
O} s||I4s 8yt @ABY Inq s8spo ssaulsng Bunodaid uy sjuswiipdep
IS1SSD AJ[DULIOU Jou pnom (J4oD)) estiiedX3 jJuswiaindoly Jo seijus))
‘Juswabobua Jiays Ajusnl Ajjny pup spouoiiodoid ing ‘isnqol eq
ISNU SJUDJ|NSUOD JO SN 8y} 10J $8SDD s$8UISNg DY} SideddD |4(

"9/l WWO)
1PNy 8y} Jo uolusyo ay) o} jyBnoiq eq pnoys ‘pajpulule 8q
JouUDd YaIym 1eboupw Joluss 10 Jequisw pioog o o} Buliojel

1s818jul Jo spIuod |oyusiod JuodyiuBis Aup joyi joadxe pinom ¢4Q
"8pIm SDIN 81D siefjo aleym dnoig) AIpjelosg jusubwiad ay) 1o
os|o pup sBulesw juswsbouow Jojuss |pjuswPdep Jo PemeiAs)
Appjnbai a1o Ajjjoyidsoy Jo sieyjo ||y “Aleudoidu 1o jsaisjul o
sIo1uoD Jo uoydeoiad syt pioap of juopodul st i1 Py} $IdeddD ¢4Q

"SOOIIWWOD)

1PNy aAladsal sy of papodal aq jsnuw pjoysaly) [PwiuiW
D aroqo Bupspus) eAlifedwod jnoyiim aindoid o} suoisioep
Auy “esn sj asiwiuiw of sjebioy jes of juspnid eg pjnom |1
SI9PISUCD puD slepus) aAlledwod-uou jsuiobo yonw Alea
uolisodsipaid o spy ‘QyQ &Yl| ‘SSHIWWOD) 8Y| "PaASIYID
usaq DY ASUOW 10} 8Nn|DA DY} SJDLSUOWSP Of J|NJIYIP |
sexow Bupepus) aalledwod-uou Aq Asupjnsuod Bulinooly

ainyipuadxe JojnBaull

paundul Josyje ul ‘'eAny oym sjuswyndep of sjpubis Buoim
sy} spuss i so dojs jsnw sd1ooId PR] SIYY IOy} SPUSWWODS)
s8jjlLwWoD) 8y d4q wol [proiddp saloadsoljel eAledal
Ay} Ji uoloUDs pIoAD JeA siiwi| pajpBejep yopelq uod
sjuswiodep Joyl pul Of PeZOWD S| 88lliWWOD) 8y

"$9SDD $52UISN]]

1snqoJ Bunodeid ul seipoq pajojes pup sjuswpodap Isisso
O} pasn SADM|D aID(s340D) 8siiadx3 juswaindoly Jo
salue)) ‘(000G /3 1eAo) speloid Adupynsuod Jolow |jo 1oy
"oyl spUsWWOoDal 8aliwwo)) ay| ‘sindino puo edoos ay
sulyep of pup spupjnsuod Buisn Ajusnl of Ajjjpnb ejondoiddo
up Jo $8502 ssaulsnq aje|dwod Isnw sjusulindeQ

"seajjiwwo) 1PNy lley) ybnoiyt sjdwipxe 1o} Jleuupw
jusiodsupyy pup usdo up ui sjjnsal sy} podal pjnoys pup
s1spq IpjNBal D UO S|OLUOD 8say) Jo AdpdHe By Isa} ‘eop|d
ul sjouuod ejpudoiddp eApy Jsnw selpoq pajojel pup
sjuswpodap joyi spuswwodsl ssjiwwoD) 8y ‘Alsudoiduw
10 Js1ajul JO SOI|Juod Jo suondedied pIoAD ‘siequiaul
pioog Buipnjoul ‘spoidyo o1gnd joyy juppodul st |




Use of External Consultants by Northern Ireland Departments: Follow-up Report 47

"80IAPD [DB8| pup SdUSpPIAS JO 1yBI| Ul

PaISpISUOD 8] ||IM SluswaaIBy }IOMBWDI] JUaLIND WOl [DAOWS) I8y}
puD paliusp! aq ||iM sjupinsuod Aq esupwiopiediood Buninosy
'$3d0D) Jaylio yim siyj eoys of puo suoypnjone josloidsod woy
sijnsal Jo Buipiodal sy} ejoyi|1o0) swaejsAs uoupwiojul juswsBoupw
118y} Dy} 8INSUS [|IM $3JOD) UoHDPUSWWODaI sy} sidedon ¢4Q

"s1spq olpoed D Uo JepIsuod

PINOYS S88lliWWOD) IPNY YDIYM 8NSS! UD S| SIY} JOY} PUSWWODSI ||IM
puo eoup|idwod Buyowoid u sjo1 Asy b Apjd S sesIWWOD) IPNY
joy} s9816D 44 "8s1o1exe uInjel [pnuup ayi Jo pod so sjuswppdsep
Yim sl patoBsjep |oluswpndap ulyiim suolpn|pas josloidysod Jo
uoue|dwod sy} ensind |Im pup uoOpPUBWWODaI SiY} SId82ID J4(

‘asind 21jgnd ay} o} enjoA Iseq ainsus

o} e[qissod Jere aleym $PDIUOD soUDULIOed pPUD PasIAUSDU 8N O
pabninoous eq ||im $s3doD) “pebpupw Isag aq upd §i a1eym o} Ajioj
pup Ajajpudoiddp pajooojp pup paloBiiw st UOHD|DISS 1SOD JO Ysi
8y} Joy} 2INSUS Of SJUSWSBUDLID 1DDLUOD PIDPUDIS SY MSIASI [|IM PUD
UolDPUSWIWODAI SIY} $|dS00 8jIoAII JUSWSIND0I] [04USY) S (]

1921Jjo Bulunodop syi Aq perciddo Ajpoyioeds

sse|un 340D 0 PIA paIndoid eq IsNW ‘JUNOWD [DWIUIW D 10} 8S0y}
UDY} JYIO 'SUOISSILIWOD ADUDJNSUOD ||0 1Dy} J08[D &3P [|IM 44d Ag
penss Buieq eouppInb pssirel 8y| 3400 ybBnouy) sedinies pup
saiiddns ‘ssiom ||o Jo jusweindoid ejnol o} sjusupdep ||o salinbel
Adljod pipog Juswaind0ld “uolppUsWWOodal syl sidedop ¢4g

‘sjueweaiby/
sjlomeuniy woly perows) Buieg sjubjNsuoDd o} pos| P|Nod
syt @dupwiopied Jood jusindel moys suoyon|oAs oeloid

4sod J| “uolouiiojul edupwioped sppulWEsSIP Of pup
suoypn|pae posloidysod Jo synsel sy} ainjdod o} sesogpioP
1oy} eroidwis34oD) ||o @8s o} sppadxe sslliwwol) 8y

~goupijdwod Buyowoid uy sjoi

Asy o Aojd upd seeliWWOD) HIPNY 1Yl SeABI[8q PUD NSS!
SIy} Jojiuow of 44 sioedxe sspiwwo?) syt pup Ajsnoiobi
s10w 2ouppInb sy MOj|of Isnw sjuswppdaq sjuswubisso
a1njn} 10J Jsasjul Jo 8q Abw yoIym soupwiopad SUD|NSUOD
ay} Jo s1eany Jybiybiy pup Aiijonb sjondoiddo jo eq

's9s00 ||0 Ul paje|dwod eq snw suopn|pAs jo8loid §sog

SIODIUOD §SOD Pax) [PUOHIPDY} JsUIPBD yiouwydusq

pUD S|ODIUOD pajojel mur_oc:oroq jo seibep Iejpaib

D jojid O} Y85 P|NOYS || “SIUDJ|NSUCD YlIM Ajusre aiow
paInys 1D UOID|DISS JSOD JO SYSH SYI YDIYMm Ul SIODIUOD
paroidwi Buidojersp Ul pos| ayi seyo} ejpiofpeli(]
JUSWaIND0I [PIUSY) Y} DY} SPUSWILIOD8) 88jiWOD) 8y |

‘spedxe juswainooid Aqg
way} ybnolyt pejpiobau 81D SIODAHUOD |0 DY} SPUSWIWODS!
PUD $340D) JO 8sn ay} $8jp20APD AjBuoys seiwwoD) ay|

"SlIWWOD) Sy} Of suolsIdap yons upjdxe o} paiinbel
oq Aow Aeyj Joyj 810MD 8 |[IM Oym s8I0 Bulunoddy
Aq Ajuo pastioyinob aq p|noys i paIspISuoD i i 81eym Inq
uoydsoxe eyl yonw Asen eq pjnoys Bulispus) eAliedwod
-UOU ‘8A0qp pajou sy “juswaboupw Jojuss Ag pasuoyino

JI paioBiiw 810 siepus) sAllledwOod-UoU Woyy $ysi 8y

1oy} uoysebbins s yq Aq pagunisip s @sWWoD) 8y |




48 Use of External Consultants by Northern Ireland Departments: Follow-up Report

Appendix 1 (paragraph 1.6)
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Appendix 2 (paragraph 1.7)
Actions reported by DFP following 2007 PAC hearing on Use of

Consultants

DFP provided a comprehensive list of actions
taken since the last NIAO report and the
report by the PAC:

New Guidance

e New guidance issued March 2009
(FDIDFP)04 /09), which came into effect
on 1 April 2009, has helped clarify when
consultants should be engaged and clarify
the definitions to be used when recording
and reporting expenditure on consulfants. The
new guidance also reflected developments in

Whitehall departments.

* The guidance strengthened issues around
business cases, approvals, completion of Post
Project Evaluations, the need for competitive
tendering and the requirement for accurate
and consistent expenditure information.

® The new guidance also makes it clear that
departments should assess the potential for
consultants fo fransfer knowledge and skills
fo public sector staff to the greatest extent
possible, thereby reducing the future need to
engage external consultants.

*  Now that the guidance has been implemented
for 18 months, DFP are in the process of
carrying out a review of its implementation
and will address any remaining areas of
concern and provide further clarification
where necessary. In particular, issues around
definitions and the reporting of accurate and
consistent information will be addressed.

Procurement

e Officials in CPD have reviewed contract
management arrangements, Centres of

Procurement Expertise have been encouraged
fo use incentivised and performance confracts
wherever possible and a new e-Sourcing tool
is available which includes a full contfract
management module for recording PPEs.

Annual Returns from Departments & Compliance
Report

To address the central management of
consultants, DFP has reintroduced annual
reports from all NICS departments from
2007-08 to provide an overview of the extent
and nature of consultancy. DFP analyse these
refurns, carry out test drilling exercises, and
summarise and circulate the findings so that
best practice can be shared. Issues looked
at include business cases, approvals, single
tender actions, PPEs and compliance with
guidance.

These reports have shown that there has been
an overall reduction in the level of expenditure
on external consultants since 2007-08 which
is to be welcomed and that compliance

with guidance is generally improving. Issues
highlighted by the validation exercise are
addressed with individual departments.

In relation to Single Tender Actions, DFP issued
Procurement Guidance Note 02/ 10 which
stresses that only the Departmental Accounting
Officer, i.e. the Permanent Secrefary of a
department, can approve a decision not to
use competitive tendering.

Skills Gap

DFP has undertaken work to identify and
plug the skills gap and has continued to
further develop the capacity and capability
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Appendix 2 (paragraph 1.7)
Actions reported by DFP following 2007 PAC hearing on Use of

Consultants

of Business Consultancy Service (BCS), the e Although this service is still developing there

consultancy group within the Department’s are early indications that it will improve the

Information, Strategy and Innovation Division. outputs and benefits that departments will

receive from the engagement of consultants.

e The BCS group is mandated fo serve the Where appropriate this will result in work

12 NICS departments, and their executive being underfaken internally by departmental

agencies and is staffed with 26 experienced and BCS stalff.

business consultants, a number of whom

hold accredited management consultancy e Work is also underway, led by Permanent

qualifications.  All BCS staff currently follow Secretaries Group (PSG) to assess the

a Continuous Professional Development potential demand for internal consultancy

programme which is linked to the industry’s services across a range of professional skill

professional consultancy standards. areas, and fo consider improving the utilisation

of these skill areas at an NICS level.
e The revised ‘Guidance on the Use of External

Consultants” advises departments and their e An outcome of this work will provide
agencies fo initially examine departmental management data fo inform decisions on
resource. Where this is not available, which professional skill areas to develop and
departments are advised fo consider a range what models o put in place. This will help
of approaches before engaging external reduce the uptake of external consultancy
consultancy support including confacting support.

BCS to establish whether this group has
the capability and capacity to meet the
department's needs.

*  Departments have in the past been accused
of not always having the knowledge and skill
fo get value from their consultants. A service
now being provided by BCS is to challenge
the need for the engagement of business
consultants and where appropriate fo set clear
and relevant expectations of consultants and
fo confribute fo the development of the Terms
of Reference for the project.
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Appendix 3 (paragraph 1.13)
Methodology

Method Purpose

1. Review of contracts To assess the level of compliance with the DFP

We selected a sample of 100 external consultancy guidance on the use of external consultants and the
contracts across all Northern Ireland Civil Service  level of improvement since our report on the use of
(NICS) Departments over the two year period consultants in 2004.

2007-08 to 2008-09. The sample included a

range of small and high value contracts.

[see Appendix 4 for more defails)

2. Interviews with consultancy coordinators To gauge the coordinators’ views on the

Each of the NICS departments has appointed effectiveness of DFP's oversight role. This involved
a consultancy coordinator to maintain records seeking opinions on the clarity provided by the

of external consultancy engagements in their DFP guidance on the use of consultants and the
department and fo file returns to DFP. We management of the consultancy database and fest
developed a checklist for completion during an drilling exercises.

inferview with each of the coordinators. The
interview notes were documented and agreed with
the coordinators upon completion of the inferviews.
(A number of the coordinators provided a written
response fo the checklist rather than attending an

interview).

3. Interviews with Central Procurement To gather information on the services provided to
Directorate (CPD) and Business Consultancy the NICS by each of the respective bodies.
Service (BCS)

We met with Directors in CPD and BCS.

4. Collation of data To assess the level of consistency in the information
We commissioned consultancy refumns from each  provided by departments in relation to consultancy
of the departments. The returns incorporated data  spend and fo gauge the level of clarity in relation
relating to in-year spend on external consultancy,  to distinguishing between the categories of spend.
internal consultancy, staff substitution, contracted

out services and research in 2007-08 and 2008-
09 for the core departments and their Arms Length

Bodies.
5. Literature reviews To identify good practice in the use of consultants
We reviewed DFP publications relating fo use to inform our findings and recommendations.

of consultants including guidance issued fo
departments and the DFP Annual Compliance
Reports. We also examined previous reports on the
use of consultants by PAC and other audit bodies.
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Appendix 4 (paragraph 1.13)

Sample Selection

Sample Selection

DFP maintains a database of consultancy expenditure incurred by each NICS department. This
information, is collated on an annual basis, and once DFP has verified its accuracy it can then be used fo
answer Parliamentary and/or Assembly Questions.

To ensure that our findings were representative of consultancy expenditure across the NICS, we selected
a sample of 100 contracts over the two year period 2007-08 to 2008-09 (2009-10 consultancy
expenditure defails were not available) to cover all departments and to include a range of small and
large value contracts. A sample of 50 contracts was selected from each of the two years.

Coverage across Departments

Our sample extended across all departments as shown in the table below.

Department Sample Size
Department of Agriculture 3
Department of Culture, Arts and Leisure 8
Department of Education 8
Department for Employment and Leaming 5
Department of Enterprise, Trade and Investment 12
Department of Finance and Personnel 16
Department of Health, Social Services and Public Safety 11
Department of the Environment

Department for Regional Development

Department for Social Development

Office of the First Minister and Deputy First Minister 12
Northern Ireland Authority for Utility Regulation 4
TOTAL 100




Use of External Consultants by Northern Ireland Departments: Follow-up Report 53

Contracts Examined

Within our sample of 100 contracts, 14 contracts were excluded from our analysis. A fofal of 13
confracts selected for review did not in our opinion meet the definition of external consultancy. We
discussed our findings with the departments concerned and agreed that these contracts were incorrectly
clossified as external consultancy. The value of these contracts totalled £1,530,574, excluding one of the
confracts that was valued on a daily rate basis but incurred £122,808 of expenditure in-year. A summary
of these confracts is provided below. One contract was recorded on the database twice as expenditure
was incurred across years.

Department Number Value (£s)
Department of Culture, Arts and Leisure 3 Q7 969
Department for Employment and Learning 1 96,970
Department of Education 1 10,000
Department of Enterprise, Trade and Investment | 245,700
Department of Finance and Personnel 3 197,617
Department for Social Development 2 754,500
Office of the First Minister and Deputy First Minisfer 2 127,818*

TOTAL 13 1,530,574

*

includes £122,808 of actual expenditure incurred on a contract that was valued on a daily rate basis.

Proportion of expenditure covered by sample

For the remaining 86 projects we tested compliance with DFP guidance. The fofal in-year expenditure
on the 86 confracts was £10,350,303 which was equivalent to 20 per cent of the total NICS external
consultancy expenditure incurred in the period 2007-08 to 2008-09.

Although the guidance has subsequently been withdrawn and replaced by DAO (DFP) 04,/09, we
assessed the level of compliance of the 86 contracts in our sample against DAO (DFP) 03,/05 as this
was the guidance in place during 2007-08 and 2008-09.
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NIAO Reports 2010-2011

Title
2010
Campsie Office Accommodation and Synergy e-Business Incubator (SeBl)

Organised Crime: developments since the Northern Ireland Affairs

Committee Report 2006

Memorandum to the Committee of Public Accounts from the Compiroller and
Auditor General for Northern Ireland: Combating organised crime

Improving public sector efficiency - Good practice checklist for public bodies
The Management of Substitution Cover for Teachers: Follow-up Report
Measuring the Performance of NI Water

Schools' Views of their Education and Library Board 2009

General Report on the Health and Social Care Sector by the Comptroller
and Auditor General for Northern Ireland — 2009

Financial Auditing and Reporting - Report to the Northern Ireland Assembly by
the Comptroller and Auditor General 2009

School Design and Delivery
Report on the Quality of School Design for NI Audit Office

Review of the Health and Safety Executive for Northern Ireland

Creating Effective Partnerships between Government and the Voluntary and
Community Sector

CORE: A case study in the management and control of a local economic
development initiafive

Arrangements for Ensuring the Quality of Care in Homes for Older People
Examination of Procurement Breaches in Northern Ireland Water

General Report by the Comptroller and Auditor General for Northern
Ireland - 2010

Date Published

24 March 2010
1 April 2010

1 April 2010

19 May 2010
26 May 2010
16 June 2010
28 June 2010
30 June 2010

7 July 2010

25 August 2010
6 September 2010

8 September 2010
15 September 2010

27 October 2010

8 December 2010
14 December 2010
22 December 2010
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Title
2011

Compensation Recovery Unit — Maximising the Recovery of Social
Security Benefits and Health Service Costs from Compensators

National Fraud Initiative 2008 - 09
Uptake of Benefits by Pensioners
Safeguarding Northern Ireland’s Listed Buildings

Reducing Water Pollution from Agricultural Sources:
The Farm Nutrient Management Scheme

Promoting Good Nutrition through Healthy School Meals
Continuous improvement arrangements in the Northern Ireland Policing Board

Good practice in risk management

Date Published

206 January 2011

16 February 2011
23 February 2011
2 March 2011
@ March 2011

16 March 2011
25 May 2011
8 June 2011
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