
Report on 
The Agri-Food and 

Biosciences Institute (AFBI)
Together with the Minutes of Proceedings of the Committee 

Relating to the Report and the Minutes of Evidence

Ordered by the Public Accounts Committee to be printed 26 February 2014 
Report: NIA 162/11-15 (Public Accounts Committee)

Public Accounts Committee

Mandate 2011/15� Nineteenth Report

REPORT EMBARGOED UNTIL 
00:01 am on 19 March 2014





i

Membership and Powers

Membership and Powers

The Public Accounts Committee is a Standing Committee established in accordance with 
Standing Orders under Section 60(3) of the Northern Ireland Act 1998. It is the statutory 
function of the Public Accounts Committee to consider the accounts, and reports on accounts 
laid before the Assembly.

The Public Accounts Committee is appointed under Assembly Standing Order No. 56 of the 
Standing Orders for the Northern Ireland Assembly. It has the power to send for persons, 
papers and records and to report from time to time. Neither the Chairperson nor Deputy 
Chairperson of the Committee shall be a member of the same political party as the Minister 
of Finance and Personnel or of any junior minister appointed to the Department of Finance 
and Personnel.

The Committee has 11 members including a Chairperson and Deputy Chairperson and a 
quorum of 5.

The membership of the Committee since 23 May 2011 has been as follows:

■■ Ms Michaela Boyle3 (Chairperson)

■■ Mr John Dallat (Deputy Chairperson)

■■ Mr Trevor Clarke8

■■ Mr Michael Copeland.

■■ Mr Alex Easton12

■■ Mr Paul Girvan

■■ Mr Chris Hazzard10

■■ Mr Ross Hussey

■■ Mr Dathí McKay7

■■ Mr Adrian McQuillan1

■■ Mr Seán Rogers6

1	 With effect from 24 October 2011 Mr Adrian McQuillan replaced Mr Paul Frew
2	 With effect from 23 January 2012 Mr Conor Murphy replaced Ms Jennifer McCann
3	 With effect from 02 July 2012 Ms Michaela Boyle replaced Mr Paul Maskey as Chairperson
4	 With effect from 02 July 2012 Mr Conor Murphy is no longer a Member and his replacement on this committee has 

not yet been announced
5	 With effect from 07 September 2012 Mr John Dallat replaced Mr Joe Byrne as Deputy Chairperson.
6	 With effect from 10 September 2012 Mr Sean Rogers was appointed as a Member
7	 With effect from 10 September 2012 Mr Daithi McKay was appointed as a Member
8	 With effect from 01 October 2012 Mr Trevor Clarke replaced Mr Alex Easton
9	 With effect from 11 February 2013 Mr Sammy Douglas replaced Mr Sydney Anderson
10	 With effect from 15 April 2013 Mr Chris Hazzard replaced Mr Mitchel McLaughlin
11	 With effect from 07 May 2013 Mr David McIlveen replaced Mr Sammy Douglas
12	 With effect from 16 September 2013 Mr Alex Easton replaced Mr David McIlveen
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Executive Summary

Executive Summary

Introduction

1.	 The Agri-Food and Biosciences Institute (AFBI) was established as a non-departmental public 
body (NDPB) in April 2006. It is the Department of Agriculture and Rural Development’s (the 
Department’s) largest arm’s length body (ALB), and carries out analytical and diagnostic 
testing for DARD and other public and commercial bodies to satisfy local, national and EU 
statutory requirements. AFBI also carries out research and development (R&D) for DARD, and 
other clients.

2.	 In the 6-year period from 2006-07 and 2011-12, AFBI spent £316 million and received total 
income of £321 million; £253 million (79%) of this income was grant-in-aid from DARD.

3.	 AFBI’s work is important in a number of respects. It facilitates diagnosis and control of 
animal and plant disease outbreaks, detects changing disease patterns and the emergence 
of new diseases, provides assurance on food product safety and helps to maintain healthy 
fish stocks. However, as a large and relatively newly created organisation, AFBI carried a high 
degree of risk. Also, in May 1995, a Westminster Public Accounts Committee (PAC) report 
assessed DARD’s R&D activities which were then delivered by Science Service, and was 
critical of the appraisal, oversight and management of this function.

4.	 In taking evidence, the Committee examined AFBI’s performance since its establishment in 
the following areas:

■■ financial management;

■■ performance management;

■■ management of the DARD-funded R&D programme; and

■■ corporate governance within AFBI, and oversight of the Institute by DARD.

Overall Conclusions

5.	 The creation of a new ALB (particularly one as large as AFBI), requires careful planning and 
oversight to ensure that these are suitably structured, resourced and governed to operate 
effectively. In the case of AFBI, there was a significant onus on the Department to ensure 
that these standards were observed. However, overall, the Committee concludes that until 
recently, the Department abdicated its responsibility for proper oversight of the Institute.

AFBI financial management

6.	 The Committee is deeply disappointed that proper costing systems were not introduced 
within AFBI until almost seven years after its establishment, and believes this delay was 
characterised by a lack of foresight and inaction. The absence of these basic systems meant 
that AFBI did not have any proper tools for assessing its operational efficiency.

7.	 AFBI’s corporate costs between 2006-07 and 2010-11 amounted to almost £96 million, £51 
million of which was spent on maintaining and operating the Institute’s estate. Elements of 
the estate, particularly the Newforge and Stormont sites, are either superfluous to AFBI’s 
needs, or in very poor condition. The Committee considers that implementation of more 
efficient accommodation solutions have been unacceptably delayed.

8.	 Until 2011, AFBI’s overheads were calculated using a historical rate, which dated back to at 
least 2003. DARD acknowledges that, up to 2011, AFBI had been charging “too low a rate” 
for work. The Committee believe that this was due to poor management within AFBI, and is 
dismayed and frustrated that up to £3.5 million income was lost as a result.

.
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Efficiency and effectiveness of scientific testing

9.	 Scientific testing for DARD is AFBI’s most significant operational activity. The Committee is 
disappointed that there has been limited unit costing and benchmarking of costs for this 
testing, and cannot therefore understand how DARD can have any idea whether its significant 
investment in this area is delivering value for money. AFBI has also maintained an emergency 
response capability to help counter major outbreaks of animal and plant disease. This 
function is expensive, and there is a lack of hard information on the specific costs of retaining 
this capability. The Committee considers that DARD must assure itself that excessive costs 
are not being incurred.

10.	 The Committee welcomes AFBI’s success in substantially increasing its level of non-DARD 
income. This has been significantly assisted by royalties from patents filed following scientific 
discoveries by the former Science Service. However, the Committee was extremely concerned 
to learn that 7 employees (or former employees) have received very significant shares of 
these royalties. The principal of remunerated public sector employees receiving further 
substantial reward simply for discharging their duties does not sit well with the Committee. 
The Committee demands all public sector bodies to exercise utmost scrutiny over employee 
claims for shares in intellectual property, and to obtain the best deal possible for the public 
purse.

Management of the DARD funded R&D Programme

11.	 Overall, the Committee considers that management of the DARD-funded programme of 
Research and Development (R&D) has been very poor. It is disappointing that recent 
shortcomings identified by the C&AG mirror those highlighted in 1995 by the Westminster 
PAC. Whilst new arrangements introduced by DARD have significantly strengthened control 
over the R&D programme, it is too early to measure the effectiveness of these, and the 
Committee considers that the Department abdicated its responsibility in this area for too long 
before making improvements.

12.	 AFBI has acknowledged that the 125 R&D projects examined by the C&AG did not have 
budgets “as such”, and that it did not subject 39 projects to the required full appraisal. The 
Committee views this as symptomatic of inadequate project management. The Committee 
also considers the extent of overspends and time overruns on these projects to have been 
alarming. Total overspends amounted to at least £12.7 million. Projects lasted 5 years, 
compared with estimates of 1.5 to 3.5 years.

13.	 The significant cost and time overruns are unsurprising, given that the Committee does 
not believe that anything approaching an acceptable standard of project management was 
in place. For example, AFBI was unable to generate information on ongoing project costs 
for review, and specific dates for the expected start and end of projects had not been 
established. Furthermore, AFBI’s annual review to determine whether projects should continue 
took no consideration of project costs.

14.	 The Committee notes that post-project evaluations (PPEs) are well advanced for completed 
DARD-funded R&D projects. However, the measurement of outcomes achieved could be 
significantly strengthened through assessment of direct benefits delivered to the agri-food 
industry, and the extent to which the industry implements AFBI research findings.

15.	 In 1995, the Westminster PAC expressed concerns over the poor market success of a seed 
potato breeding project which commenced in 1957. This project remains ongoing, and at 
least £7.2 million has been spent on it since 1982. This expenditure needs to be justified. 
Positively, the project has led to the development of a number of new varieties, but the level 
of market success has continued to deteriorate. The Committee welcomes new arrangements 
introduced by AFBI, including the appointment of a commercial partner, and an objective to 
recover full project costs. However, these steps are belated, and the Committee considers 
that DARD should have put the programme on a sounder market led footing much earlier.
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Corporate governance within AFBI and oversight of the Institute by DARD

16.	 A range of enhanced governance and oversight arrangements for AFBI were implemented 
during and after the C&AG’s investigation, and AFBI also plans to unit cost and benchmark 
its scientific testing function. The Committee considers that the Department and AFBI have 
been too slow to implement these improvements. It is also vital that the new procedures are 
underpinned by strong and pro-active scrutiny by the Department if improved outcomes are to 
be achieved in practice.

17.	 Until 2011-12, the commissioning of DARD-funded R&D projects was led by AFBI. The 
Committee considers that it took far too long for the Department to assume responsibility for 
this. Before March 2012, the decision on whether R&D projects should continue was also 
taken by AFBI. When DARD finally conducted an overarching review of ongoing work, two-thirds 
of projects were immediately terminated. The Committee considers that an effective DARD-led 
annual review process would have weeded out a significant number of low priority projects much 
sooner. Instead, projects with a total cost of £18.2 million, were allowed to drift for too long.

18.	 Overall, the Committee acknowledges recent improvements in financial control and 
governance within AFBI, and enhanced oversight of the Institute by DARD. However, the 
Committee believes that significantly better value for money would have been achieved 
had improvements been made much sooner. The Committee is not yet assured that these 
improvements will work effectively in practice or be sustained, particularly given the failure 
of the Department to implement the recommendations of the 1995 Westminster PAC report. 
Consequently, the Committee will monitor the performance of AFBI and DARD’s oversight of 
the Institute, and examine progress against our recommendations in 12 months time.
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Summary of Recommendations

Recommendation 1

Now that AFBI has developed appropriate costing systems, the Committee recommends 
that a clear focus is applied on identifying and implementing efficiency savings. As well as 
addressing the high costs of its estate, AFBI should review and benchmark its other corporate 
costs to identify further potential efficiencies.

Recommendation 2

The Committee recommends that AFBI annually review its fee setting procedures to ensure 
compliance with the principles of full cost recovery. AFBI should also provide an annual 
assurance statement on fee setting to the AFBI Board and the Department.

Recommendation 3

A structured and formalised framework of unit costing for scientific testing must be 
implemented within AFBI without further delay. Once unit costs have been established, AFBI 
must annually benchmark these with other service providers. As a customer, DARD must 
stringently review AFBI’s unit costs and benchmarking outcomes to ensure it is receiving value 
for money, and also annually confirm that all testing undertaken is necessary to help meet 
departmental objectives and statutory requirements.

Recommendation 4

The Committee recommends that formal and robust budgets be prepared for all DARD-
funded R&D projects. Given AFBI’s totally inadequate performance in this area to date, 
the Department must carefully review initial budgets, and ensure that projects are re-
appraised, or subject to change control where costs exceed estimates. The Committee also 
recommends that DARD undertake regular compliance reviews of the enhanced oversight 
measures for R&D to ensure these are functioning effectively in practice. In particular, the 
viability of projects which fail to meet key milestones must be decisively reviewed and, where 
necessary, closed.

Recommendation 5

The recently introduced improvements in governance must operate effectively in practice if 
desired outcomes are to be achieved and the client / customer relationship is to operate 
as intended. The Committee recommends that DARD undertake an annual assurance 
review of key areas including costing and charging, efficiency measurement and R&D project 
management, and report back to us on initial progress after the next 12 months.

Recommendation 6

The Committee believes that its inquiry into AFBI has highlighted important lessons for all 
departments faced with the challenge of establishing new arm’s length bodies. Careful and 
targeted planning is required to ensure that risks are identified at an early stage, and well 
managed thereafter. The appropriate systems, skills and resources must also be put in place 
from the outset to ensure that new bodies function effectively, and are properly governed.
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Introduction

1.	 The Public Accounts Committee (the Committee) met on 27 November 2013 to consider 
the Comptroller and Auditor General’s report ’The Agri-Food and Biosciences Institute (AFBI)‘ 
(12 September 2013). The main witnesses were:

■■ Mr Noel Lavery, Accounting Officer, Department of Agriculture and Rural Development 
(DARD);

■■ Mr Gerry Lavery, Deputy Secretary, DARD;

■■ Mr Seamus Kennedy, Chief Executive, AFBI;

■■ Mr Norman Fulton, Director of Policy and Economics, DARD;

■■ Mr Kieran Donnelly, Comptroller and Auditor General; and

■■ Ms Fiona Hamill, Treasury Officer of Accounts.

2.	 In April 2006, the Department of Agriculture and Rural Development (the Department) moved 
one of its largest business functions (in both expenditure and staffing terms) into a new 
arm’s length body (ALB), and established the Agri-Food and Biosciences Institute (AFBI). AFBI 
represented an amalgamation of Science Service and the Agricultural Research Institute 
Northern Ireland (ARINI). It is the Department’s largest ALB, and carries out analytical and 
diagnostic testing for DARD and other public and commercial bodies to satisfy local, national 
and EU legislation. AFBI also carries out research and development (R&D) for DARD and other 
clients. R&D undertaken for DARD is intended to align with the Department’s strategic goals.

3.	 Between 2006-07 and 2011-12, AFBI expenditure totalled £316 million, and the Institute 
received total income of £321 million, £253 million (79%) of this income was grant-in-aid 
from DARD.

4.	 The agri-food sector is a very valuable component of the Northern Ireland economy, and 
accounts for 6.5% of local employment, compared to 2.6% in the United Kingdom overall. 
AFBI’s work is important to the sector in a number of respects, including:

■■ facilitating rapid diagnosis and control of animal and plant disease outbreaks, including 
those posing a risk to human health;

■■ detecting changing animal and plant disease patterns, and the emergence of new 
diseases;

■■ providing assurance on the safety of food products; and

■■ maintaining healthy fish stocks.

The Committee wish to place on record its support for AFBI’s scientific work, which helps 
protect and develop this highly important sector.

5.	 In September 2013, the Comptroller and Auditor General (C&AG) published a strategic review 
of AFBI’s financial and operational performance since its establishment in April 2006. In 
taking evidence, the Committee examined four broad areas:

■■ financial management;

■■ performance management;

■■ management of the DARD-funded R&D programme; and

■■ corporate governance within AFBI, and oversight of the Institute by DARD.

6.	 As a relatively newly created organisation with a significant budget, AFBI carried a high degree 
of risk. Also, in May 1995, the Westminster Public Accounts Committee (PAC) reported 
on DARD’s R&D activities which were then delivered by Science Service. PAC criticised 
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key aspects of the management of this function, including the lack of strategic planning; 
inadequate economic appraisal; lack of reliable costing systems; R&D projects being allowed 
to continue indefinitely despite no evidence these were delivering tangible results; and a lack 
of performance targets and cost budgets for R&D projects.

7.	 The creation of a new ALB (particularly one as large as AFBI), requires careful planning and 
oversight to ensure that these are suitably structured, resourced and governed to operate 
effectively. In the case of AFBI, there was a significant onus on the Department to ensure 
that these standards were observed. However, overall, the Committee concludes that until 
recently, the Department abdicated its responsibility for proper oversight of the Institute.
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AFBI financial management

The necessary financial and costing systems have only recently been introduced in AFBI

8.	 AFBI provides a mix of services to a range of clients. Whilst its principal function is to deliver 
statutory testing and a portfolio of R&D projects for DARD, it also manages several hundred 
contracts for non-DARD clients.

9.	 As far back as 1995, the Westminster PAC expressed concern at the absence of reliable 
costing systems within Science Service (AFBI’s main predecessor organisation). Given AFBI’s 
mix of work, the Committee consider that both the Institute and the Department should have 
been alerted to the need, as a matter of priority, to develop a fully functioning costing module 
for accurately allocating overheads and calculating the full cost of delivering work. This would 
also have facilitated measurement and scrutiny of AFBI’s efficiency, which was very important 
given the Institute’s substantial overheads.

10.	 However, the Committee was deeply concerned to learn that between 2007-08 and 2009-
10, AFBI missed four different business plan targets for introducing a costing system. 
The Committee was told that from 2006, AFBI had used DARD’s accounting system in 
anticipation that Account NI would meet its needs. Whilst Account NI went live in July 2009, 
the Committee understands that a decision was taken in October 2008 to remove its costing 
module. The Committee was told that AFBI left Account NI in 2011, due to its unsuitability for 
the Institute’s business needs. In December 2012, a costing module which enabled AFBI to 
apportion overheads and accurately identify the cost of its work was finally introduced.

11.	 Whilst the Committee acknowledges the challenges associated with establishing an NDPB on 
AFBI’s scale, it considers that development of the required costing systems was characterised 
by a lack of foresight and inaction. At a much earlier stage than was the case, and certainly 
no later than October 2008, it should have been apparent that the solution to AFBI’s 
requirements lay in a tailored bespoke system. In the event, the absence of a costing system 
for almost seven years meant that AFBI did not have the proper tools for identifying the full 
costs of delivering its work, and for assessing its operational efficiency. The Committee was 
astounded to learn that DARD continued to provide over £40 million grant-in-aid annually to 
the Institute, without costing, or efficiency of service delivery, being deemed a high priority.

AFBI’s Corporate costs are high, and elements of its estate are very inefficient

12.	 The Committee was deeply concerned to learn of AFBI’s extremely high corporate costs, 
which, between 2006-07 and 2010-11 amounted to almost £96 million (i.e. 37% of total 
spend), and wonders why measures were not taken to manage these costs. The Institute’s 
estate has been particularly expensive to maintain and operate, incurring over £51 million of 
these costs. The Committee was told that on AFBI’s establishment in 2006, elements of the 
estate inherited were either superfluous to its needs, or in very poor or obsolete condition. 
DARD is currently preparing an invest-to-save bid to facilitate re-location from Newforge 
(AFBI’s Headquarters), which has particularly high overheads. Both AFBI and DARD have also 
acknowledged that AFBI’s Stormont site is reaching the end of its life, and that replacing this 
will cost between £25 and £30 million.

13.	 Whilst the Committee welcomes the proposed re-location from Newforge, it considers that 
meaningful action to address AFBI’s high estate costs has been unacceptably delayed and 
finds it unbelievable that there has been ten years of inaction since DARD established a 
project board to prepare for AFBI’s establishment, and eight years since AFBI commenced 
operations. The inefficiency of the Institute’s estate has been evident for many years and the 
Committee finds this totally unacceptable.
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AFBI needs to review its procedures for income generation and charging

14.	 The Committee welcomes the steady increase in non-DARD income achieved by AFBI since its 
establishment. However, it is also essential that fees charged reflect the full cost of service 
delivery, and that a level playing field exists with commercial providers. Until 2011, AFBI’s 
overheads were calculated using a historical Science Service rate, which dated back to at 
least 2003. DARD has acknowledged that, up to this date, AFBI charged “too low a rate”. 
The Committee can only form the conclusion that this was attributable to poor management 
within AFBI, and is dismayed and frustrated that up to £3.5 million income was lost due to 
undercharging.

15.	 It is also deeply concerning that, at the time of the C&AG’s audit, AFBI did not reconcile fees 
which were agreed with clients “up-front”, with the cost and time taken to actually deliver this 
work. The Committee view this as essential management action which would have provided 
assurance that AFBI had not been significantly under-charging for this work.

16.	 From a governance perspective, the Committee is disappointed at the apparent lack of 
scrutiny and challenge by AFBI’s Board and senior management over the prolonged failure 
to capture full costs for elements of the Institute’s commercial work, and at the lack of 
reconciliation between fees derived from estimates and the actual cost of delivering such 
work.

Recommendation 1

Now that AFBI has developed appropriate costing systems, the Committee recommends 
that a clear focus is applied on identifying and implementing efficiency savings. As well as 
addressing the high costs of its estate, AFBI should review and benchmark its other corporate 
costs to identify further potential efficiencies.

Recommendation 2

The Committee recommends that AFBI annually review its fee setting procedures to ensure 
compliance with the principles of full cost recovery. AFBI should also provide an annual 
assurance statement on fee setting to the AFBI Board and the Department.
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Efficiency and effectiveness of scientific testing

The efficiency of AFBI’s scientific testing has not been measured, and arrangements in this 
area must be strengthened significantly

17.	 Scientific testing undertaken for DARD is AFBI’s most significant operational activity in both 
volume and cost terms. The Committee is therefore disappointed that very few unit costs 
have been calculated for the routine statutory testing delivered for DARD, and that there 
has only been limited benchmarking of costs with other providers. It is a fundamental tenet 
of any commercial relationship that the customer is aware of the cost of the service being 
procured and, in the absence of this, the Committee cannot understand how DARD can have 
any idea of whether its significant investment in this area is delivering value for money. The 
Committee welcomes assurances that DARD now accepts the need for enhanced unit costs 
and benchmarking, and wonders why it took a PAC enquiry to secure meaningful action in this 
area.

18.	 The Committee recognise the importance of AFBI’s work in preventing and eradicating animal 
and plant disease, and in countering major disease outbreaks. In taking evidence, the 
Committee was repeatedly told of the importance of maintaining an emergency response 
capability to help achieve these objectives. Whilst witnesses acknowledged that maintaining 
this function is expensive, there is a lack of information on the specific costs of this service, 
and on how much of the DARD-funded scientific testing budget this accounts for. The 
Committee recognises the need for an emergency response function, but also considers AFBI 
and the Department must capture and review the costs of provision on an annual basis.

Recommendation 3

A structured and formalised framework of unit costing for scientific testing must be 
implemented within AFBI without further delay. Once unit costs have been established, AFBI 
must annually benchmark these with other service providers. As a customer, DARD must 
stringently review AFBI’s unit costs and benchmarking outcomes to ensure it is receiving value 
for money, and also annually confirm that all testing undertaken is necessary to help meet 
Departmental objectives and statutory requirements.

The Committee welcomes the significant increase in AFBI’s non-DARD income

19.	 The Committee welcomes the substantial increase in non-DARD income secured by AFBI. This 
has been significantly assisted by royalties from patents which were filed following scientific 
discoveries by the former Science Service, with AFBI receiving over £20 million income from 
these between 2008-09 and 2012-13. Whilst these have clearly contributed significantly to 
AFBI’s revenue stream, the Committee is concerned that need for increased DARD support 
may arise in coming years, as this royalty income, by its nature, begins to subside. This 
further highlights the importance of AFBI delivering further efficiencies.

20.	 The Committee is also extremely concerned to learn that 7 employees (or former employees) 
have been paid very significant amounts from these royalties. The principle of remunerated 
public sector employees receiving further substantial reward simply for discharging their 
duties does not sit well with the Committee. However, the Committee recognises that current 
legislation requires an employer to agree some form of scheme which provides employees 
with a “fair share” of commercial benefits derived from intellectual property which they have 
developed. The Committee also acknowledges that, prior to making any payments to staff, 
AFBI and DARD sought two sets of professional legal advice and obtained DFP approval. 
The Committee demands all public bodies to exercise utmost scrutiny over claims from 
employees for shares in intellectual property, and to ensure that the best deal possible is 
obtained for the public purse. The Committee understands that one claim from a member of 
AFBI staff remains outstanding, and demands that the Department reports the final outcome 
from this case to it.
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Management of the DARD funded R&D Programme

Management of the DARD-funded programme has been poor, and PAC recommendations from 
1995 were not implemented

21.	 The Committee is very concerned that project management over the DARD-funded research 
and development programme has been unacceptably poor. This is amplified by the fact that, 
in 1995, the Westminster PAC highlighted shortcomings and made recommendations for 
improvement in this same area.

22.	 The Committee acknowledges that DARD has significantly strengthened the project 
management framework for the R&D programme, and assumed greater oversight in this 
area. However, it is too early to offer any value judgements on the effectiveness of the new 
arrangements. DARD must now ensure that future oversight of R&D is sufficient to ensure 
that risks to value for money are identified and managed at an early stage.

Forecasting of R&D project costs was inadequate, and many projects were not subject to the 
required economic appraisals

23.	 Effective project management requires robust cost budgets to be set at the planning stage, 
so that a baseline for measuring subsequent outcomes is established, and to ensure the 
appropriate level of economic appraisal is undertaken. In the Committee’s view, AFBI’s 
acknowledgement that the 125 R&D projects examined by the C&AG did not have budgets 
“as such”, but instead had “cost estimates” is symptomatic of the inadequate project 
management regime in place at that time. The Committee also found that AFBI had a poor 
track record in estimating likely project costs. Whilst estimates for 39 of the 125 projects fell 
below the full economic appraisal threshold, actual costs exceeded this, and, in some cases, 
by very significant margins. These projects were therefore not subject to the required full 
appraisal.

Many projects experienced high overspends, and ran far beyond estimated completion dates

24.	 The Committee is very disturbed at the extent of cost overspends on R&D projects identified 
by the C&AG. In total, the 125 projects overspent by at least £12.7 million, which represented 
an average overrun of £101,000. Projects were also not delivered within target deadlines, 
and lasted an average of 5 years, compared with an estimated 1.5 to 3.5 years. The 
Committee was repeatedly told that AFBI lived within its overall budget. However, this provides 
no assurance or confidence whatsoever on the efficiency or effectiveness achieved by AFBI’s 
individual activities and projects.

The standard of project management over the R&D programme fell far short of what was 
required

25.	 The Committee is not surprised at the extent of cost and time overruns, given the extremely 
poor standard of project management which prevailed. The absence of a costing system 
meant that information on ongoing costs of individual projects could not be generated 
for review. This left AFBI and DARD unsighted on the escalating costs of many projects. 
Furthermore, specific dates were not established for the expected start and end of projects. 
Whilst AFBI did operate an annual review process to determine whether projects should 
continue, this took no consideration of costs to date, or future costs of completing research. 
The Committee also regards it as unacceptable within a contractor-customer relationship 
that AFBI had autonomy in deciding whether projects should continue. Overall, the Committee 
considers that the quality of project management exercised by both DARD and AFBI fell well 
below acceptable standards, particularly for an area in which DARD spent over £40 million.

26.	 Whilst the Committee considers that the Department abdicated its responsibility in this area 
for too long, it also acknowledges that recently introduced improvements have significantly 
enhanced the level of control over the commissioning, management and oversight of R&D 
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projects. However, if successful outcomes are to be achieved, the new procedures will have to 
be rigorously applied in practice, and be sustained.

Recommendation 4

The Committee recommends that formal and robust budgets be prepared for all DARD-
funded R&D projects. Given AFBI’s totally inadequate performance in this area to date, 
the Department must carefully review initial budgets, and ensure that projects are re-
appraised, or subject to change control where costs exceed estimates. The Committee also 
recommends that DARD undertake regular compliance reviews of the enhanced oversight 
measures for R&D to ensure these are functioning effectively in practice. In particular, the 
viability of projects which fail to meet key milestones must be decisively reviewed and, where 
necessary, closed.

Direct benefits delivered to the agri-food industry have not been measured

27.	 The Committee notes the fact that Post-Project Evaluations (PPEs) are well advanced 
for completed DARD-funded R&D projects, and that the Department has now assumed 
responsibility for these. The Committee also recognises the potential value of this research 
in a number of respects, including assisting future policy development. However, one of 
the Department’s key strategic objectives is to “improve performance in the Marketplace”. 
Whilst the Committee acknowledges that AFBI’s work is likely to have delivered benefits 
to the agri-food industry, PPEs to date have largely reported academic achievements. 
Furthermore, actual direct benefits to the industry have been measured through estimates 
and assumptions. Rather than academic outcomes, the Committee believes that the principal 
objectives of PPEs should be to measure how the success of the research in contributing to 
the Department’s strategic objectives, and to quantify direct benefits delivered to the industry, 
and the extent to which the industry implements AFBI research findings in practice.

The viability of a potato breeding project which commenced in 1957 must be decisively 
reviewed

28.	 In 1995, the Westminster PAC expressed concerns about the lack of market success 
achieved by a seed potato breeding project which commenced in 1957. The Westminster 
Committee recommended that controls be put in place to prevent long-term projects which 
were not achieving results continuing indefinitely. This project remains ongoing, and at least 
£7.2 million has been spent on it since 1982. This expenditure needs to be justified.

29.	 The Committee endorses the principle of supporting the local seed potato industry, so long 
as public money is well managed. It is positive that this project has led to the development 
of new potato varieties, with between 20 and 25 per cent of locally produced potatoes being 
AFBI developed breeds. However, it is also very disappointing that this research has not 
translated into market success. Local seed potato production has declined from 55,400 
tonnes in 1994 to 20,200 tonnes in 2010. This lack of market success calls into question 
the value for money achieved for the significant public funding committed to the project. 
In effect, it appears that at best, this programme has helped sustain the industry on a life 
support machine.

30.	 Although very belated, the Committee welcomes new arrangements for delivering the 
programme. From late 2010, AFBI has appointed a commercial partner to address the lack 
of market success, as well as setting an objective for the project to ultimately recover its 
full costs. Despite these changes, the Committee believes that DARD bears significant 
responsibility for the lack of commercial benefits to date and for not ensuring that the 
programme was put on a sounder footing much earlier. Indeed, the Committee is concerned 
that a lack of market focus may not have been unique to this project, and that this may have 
been exhibited across the DARD-funded R&D programme. In the Committee’s view, the acid 
test for this project will now will be the degree of commercial success achieved.
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Corporate governance within AFBI and oversight of 
the Institute by DARD

The development of an improved corporate governance framework within AFBI was 
considerably delayed

31.	 A range of improved governance and oversight arrangements for AFBI were implemented 
during and after the C&AG’s investigation. These include the development of a costing 
system; enhanced quarterly financial reporting to DARD; improved procedures for 
commissioning, appraising and managing R&D projects; and quarterly assurance reporting 
by AFBI’s Chief Executive to DARD on R&D expenditure. AFBI also now plans to unit cost 
and benchmark its scientific testing. The Committee welcomes such developments, but 
considers that it took far too long to put such improvements in place. AFBI is by far DARD’s 
largest NDPB, and the Department should have afforded the development of strong control 
environment and corporate governance framework much greater priority. Within AFBI, key 
developments were also much delayed. For example, only in 2011 was a Board Finance sub-
committee established, and AFBI did not appoint a Corporate Affairs and Finance Director 
until January 2013.

32.	 Whilst the establishment of systems and procedures to improve governance and oversight 
is welcome, there is no guarantee that desired outcomes will actually be achieved. From the 
outset, DARD established a sponsor branch to oversee and scrutinise AFBI’s operations. 
However, the sponsor was not alert to key shortcomings within AFBI, including the use of 
an outdated overhead calculation and the lack of unit costs for the majority of scientific 
tests conducted for DARD. The Committee also found that there was no evidence that the 
sponsor was aware of the significant cost and time overruns within so many R&D projects. 
The Committee therefore highlights the need for pro-active scrutiny to identify and address 
performance shortcomings.

Many R&D projects which did not address DARD’s strategic objectives continued for too long

33.	 The Committee was surprised to learn that, until 2011-12, when the Evidence and Innovation 
Strategy (EIS) was introduced, the commissioning of DARD-funded R&D projects was heavily 
influenced by AFBI. The Committee believes that it took far too long for the Department to 
assume lead responsibility for determining the research to be undertaken on its behalf, 
particularly given the substantial funding involved. Until March 2012, the decision on whether 
R&D projects should continue was also taken solely by AFBI following an annual assessment. 
Only then did DARD undertake what the Committee considers to have been a meaningful 
review of the relevance of ongoing work. This review resulted in 52 projects (66 per cent of 
those examined) being immediately terminated.

34.	 Whilst the Committee was told that 80 per cent of terminated projects had completed their 
experimental phase, it considers it highly questionable that so many were previously extended 
for successive years by AFBI, but suddenly reached completion precisely at the time of DARD’s 
overarching review. Whilst some of these projects may have achieved successful outcomes, 
the Committee considers it likely that many were either not addressing DARD’s objectives, or 
were performing poorly, and that an effective DARD led annual review process would have 
weeded such projects out much sooner. Instead, the Committee believes that these projects, 
which had a final total cost of £18.2 million, were allowed to drift for far too long.

Recommendation 5

The recently introduced improvements in governance must operate effectively in practice if 
desired outcomes are to be achieved and the client / customer relationship is to operate 
as intended. The Committee recommends that DARD undertake an annual assurance 
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review of key areas including costing and charging, efficiency measurement and R&D project 
management , and report back to us on initial progress after the next 12 months.

35.	 Overall, the Committee acknowledges the improvements in financial control and governance 
within AFBI, and DARD’s enhanced oversight of the Institute, but believes that the measures 
introduced were significantly overdue. The mix and nature of AFBI’s work makes it difficult 
to quantify the extent to which better value for money would have been achieved had 
improvements been made sooner. However, the extent of shortcomings leads the Committee 
to conclude that, until recently best value was clearly not being achieved in the delivery of 
AFBI’s operations. The Committee is not yet assured that these improvements will work 
effectively in practice or be sustained, particularly given the failure of the Department to 
implement the recommendations of the 1995 Westminster PAC report. Consequently, the 
Committee will monitor the performance of AFBI and DARD’s oversight of the Institute, and 
examine progress against our recommendations in 12 months time.

Recommendation 6

The Committee believes that its inquiry into AFBI has highlighted important lessons for all 
Departments’ faced with the challenge of establishing new arm’s length bodies. Careful and 
targeted planning is required to ensure that risks are identified at an early stage, and well 
managed thereafter. The appropriate systems, skills and resources must also be put in place 
from the outset to ensure that new bodies function effectively, and are properly governed.
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Minutes of Proceedings of the Committee Relating to the Report

Wednesday, 13 November 2013 
Room 29, Parliament Buildings

Present:	 Ms Michaela Boyle (Chairperson) 
Mr John Dallat (Deputy Chairperson) 
Mr Trevor Clarke 
Mr Michael Copeland 
Mr Alex Easton 
Mr Paul Girvan 
Mr Chris Hazzard 
Mr Daithí McKay 
Mr Adrian McQuillan 
Mr Seán Rogers

In Attendance:	 Miss Aoibhinn Treanor (Assembly Clerk) 
Mr Trevor Allen (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer) 
Miss Clare Rice (Bursary Student)

Apologies:	 Mr Ross Hussey

1.42pm The meeting opened in public session

1.43pm Mr Copeland joined the meeting

1.44pm Mr Clarke and Mr Girvan left the meeting

1.47pm Mr Girvan and Mr Clarke re-joined the meeting

1.48pm the meeting moved to closed session

1.49pm Mr Copeland and Mr Clarke left the meeting

1.51pm Mr Clarke and Mr Copeland re-joined the meeting

2.15pm Mr McKay left joined the meeting

2.24pm Mr McKay re-joined the meeting

2.24pm Mr Dallat joined the meeting

2.33pm Mr Copeland left the meeting

2.36pm Mr McKay left the meeting

2.38pm Mr Copeland re-joined the meeting

2.40pm Mr McKay re-joined the meeting

2.59pm Mr Dallat left the meeting

3.00pm Mr Dallat re-joined the meeting

3.12pm the meeting suspended

3.21pm the meeting resumed with the following Members present

	 Ms Michaela Boyle (Chairperson) 
Mr John Dallat (Deputy Chairperson) 
Mr Trevor Clarke 
Mr Michael Copeland 
Mr Alex Easton 
Mr Paul Girvan 
Mr Chris Hazzard 
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Mr Daithí McKay 
Mr Adrian McQuillan 
Mr Seán Rogers

3.33pm Mr McKay re-joined the meeting

3.41pm Mr Girvan re-joined the meeting

3.50pm Mr Copeland and Mr Rogers left the meeting

3.51pm Mr Rogers re-joined the meeting

3.52pm Mr Easton left the meeting

3.53pm Mr Clarke left the meeting

3.55pm Mr McKay left the meeting

3.57pm Mr Copeland re-joined the meeting

3.57pm Mr McQuillan left the meeting

3.58pm Mr Girvan re-joined the meeting

7.	 Inquiry into the Agri-Food and Biosciences Institute (AFBI)

4.10pm Mr Dallat left the meeting

4.16pm Mr Dallat re-joined the meeting

4.18pm Mr Hazzard left the meeting

4.19pm Mr Copeland left the meeting

4.26pm Mr Copeland re-joined the meeting

The Committee received briefing from the C&AG, Eddie Bradley, Paul Turley and Richard 
Emerson on the Audit Office’s report on AFBI.

4.28pm Ms Boyle left the meeting; Mr Dallat took the Chair

[EXTRACT]
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Minutes of Proceedings of the Committee Relating to the Report

Wednesday, 20 November 2013 
Room 29, Parliament Buildings

Present:	 Ms Michaela Boyle (Chairperson) 
Mr Trevor Clarke 
Mr Michael Copeland 
Mr Alex Easton 
Mr Paul Girvan 
Mr Chris Hazzard 
Mr Ross Hussey 
Mr Adrian McQuillan

In Attendance:	 Miss Aoibhinn Treanor (Assembly Clerk) 
Mr Trevor Allen (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer) 
Miss Clare Rice (Bursary Student)

Apologies:	 Mr John Dallat (Deputy Chairperson) 
Mr Daithí McKay 
Mr Seán Rogers

2:15pm The meeting opened in public session

2:35pm the meeting moved to closed session

5.	 Inquiry into the Agri-Food and Biosciences Institute (AFBI) – Preparation Session

The Committee identified and developed core issues arising from the Audit Office report in 
preparation for its forthcoming evidence session on 27 November 2013.

2:35pm Mr Girvan left the meeting

2:40pm Mr Girvan re-joined the meeting

2:50pm Mr Hazzard joined the meeting

2:53pm Mr Copeland left the meeting

2:57pm Mr Copeland re-joined the meeting

2:58pm Mr McQuillan left the meeting

[EXTRACT]
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Wednesday, 27 November 2013 
Senate Chamber, Parliament Buildings

Present:	 Ms Michaela Boyle (Chairperson) 
Mr John Dallat (Deputy Chairperson) 
Mr Trevor Clarke 
Mr Alex Easton 
Mr Paul Girvan 
Mr Chris Hazzard 
Mr Daithí McKay 
Mr Adrian McQuillan 
Mr Seán Rogers

In Attendance:	 Miss Aoibhinn Treanor (Assembly Clerk) 
Ms Lucia Wilson (Assembly Clerk) 
Mr Trevor Allen (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer) 
Miss Clare Rice (Bursary Student)

Apologies:	 Mr Michael Copeland 
Mr Ross Hussey

1:53pm The meeting opened in public session

1:54pm Mr Clarke joined the meeting

2:05pm Mr McKay left the meeting

2:05pm Mr Hazzard joined the meeting

2:06pm Mr Girvan left the meeting

5.	 Inquiry into the Agri-Food and Biosciences Institute (AFBI) – Evidence Session

The Committee took oral evidence on the above inquiry from:

■■ Mr Noel Lavery, Accounting Officer, Department of Agriculture & Rural Development

■■ Mr Gerry Lavery, Senior Finance Director, Department of Agriculture & Rural Development

■■ Mr Norman Fulton, Director of Policy & Economics, Department of Agriculture & Rural 
Development

■■ Dr Seamus Kennedy, Chief Executive Officer, AFBI

2:20pm Mr Hazzard left the meeting

2:37pm Mr McKay re-joined the meeting

2:43pm Mr Clarke left the meeting

2:46pm Mr Rogers left the meeting

2:49pm Mr Clarke and Mr Rogers re-joined the meeting

2:58pm Mr Hazzard re-joined the meeting

3:12pm Mr McQuillan left the meeting

3:32pm Mr Dallat left the meeting
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3:38pm Mr Clarke left the meeting

3:44pm Mr Dallat re-joined the meeting

3:57pm Mr McKay left the meeting

4:03pm Ms Boyle left the meeting; Mr Dallat took the Chair

4:04pm Mr Clarke re-joined the meeting

4:08pm Ms Boyle re-joined the meeting and resumed the Chair

4:09pm Mr McKay re-joined the meeting

4:43pm Mr Hazzard left the meeting

4:46pm Mr McKay left the meeting

4:51pm Mr Hazzard re-joined the meeting

4:52pm Mr McKay re-joined the meeting

The witnesses answered a number of questions put by the Committee and agreed to provide 
additional information in writing.

[EXTRACT]
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Wednesday, 11 December 2013 
Room 29, Parliament Buildings

Present:	 Ms Michaela Boyle (Chairperson) 
Mr John Dallat (Deputy Chairperson) 
Mr Trevor Clarke 
Mr Michael Copeland 
Mr Alex Easton 
Mr Paul Girvan 
Mr Chris Hazzard 
Mr Ross Hussey 
Mr Daithí McKay 
Mr Seán Rogers

In Attendance:	 Miss Aoibhinn Treanor (Assembly Clerk) 
Ms Lucia Wilson (Assembly Clerk) 
Mr Trevor Allen (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer) 
Miss Clare Rice (Bursary Student)

Apologies:	 Mr Adrian McQuillan

1.46pm The meeting opened in public session

1.50pm Mr Hazzard left the meeting

1.51pm The meeting moved to closed session

2.00pm Mr McKay joined the meeting

2.01pm Mr McKay left the meeting

2.05pm Mr Hazzard re-joined the meeting

2.06pm Mr McKay re-joined the meeting

2.09pm Mr Girvan joined the meeting

2.21pm Mr Girvan left the meeting

2.23pm Mr Girvan re-joined the meeting

2.29pm Mr McKay left the meeting

2.39pm Mr Copeland left the meeting

2.41pm Mr Clarke joined the meeting

2.44pm Mr Copeland re-joined the meeting

2.47pm Mr Clarke and Mr Hazzard left the meeting

2.49pm Mr Clarke and Mr Hazzard re-joined the meeting

3.02pm Mr Copeland left the meeting

3.29pm Mr Hazzard left the meeting

3.30pm Mr Hazzard re-joined the meeting
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3.32pm Mr Girvan left the meeting

3.33pm Mr Girvan re-joined the meeting

3.54pm Mr Girvan left the meeting

3.55pm Mr Clarke left the meeting

3.57pm Mr Hussey left the meeting

4.02pm Mr McKay re-joined the meeting

4.04pm Mr Easton left the meeting

4.20pm Mr McKay left the meeting

4.21pm Mr Girvan re-joined the meeting

4.25pm Mr Clarke re-joined the meeting

6.	 Inquiry into the Agri-Food and Biosciences Institute (AFBI): Consideration of Issues Paper

The Committee received briefing from the C&AG, Alan Orme, Paul Turley and Richard Emerson 
on the inquiry’s issues paper.

Agreed:	 The Committee noted the issues paper and agreed that the report on the inquiry 
be drafted on this basis.

4.33pm The meeting moved to public session

[EXTRACT]
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Wednesday, 5 February 2014 
Room 29, Parliament Buildings

Present:	 Ms Michaela Boyle (Chairperson) 
Mr Trevor Clarke 
Mr Alex Easton 
Mr Paul Girvan 
Mr Ross Hussey 
Mr Daithí McKay 
Mr Adrian McQuillan 
Mr Seán Rogers

In Attendance:	 Ms Lucia Wilson	(Assembly Clerk) 
Mr Trevor Allen (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer) 
Miss Clare Rice (Bursary Student)

Apologies:	 Mr John Dallat (Deputy Chairperson) 
Mr Michael Copeland 
Mr Chris Hazzard

2.07pm The meeting opened in public session

2.09pm Mr Girvan joined the meeting

2.12pm Mr Clarke joined the meeting

2.18pm The meeting moved to closed session

5.	 Inquiry into the Agri-Foods and Biosciences Institute (AFBI) – Northern Ireland Assembly 
Research paper

The Committee received a briefing from Assembly Research and Information Services (RaISe) 
on intellectual property rights.

2.23pm Mr Easton left the meeting

2.29pm Mr Easton re-joined the meeting

6.	 Inquiry into the Agri-Foods and Biosciences Institute (AFBI) – Correspondence

The Committee noted requested correspondence from Mr Noel Lavery, Accounting Officer, 
Department of Agriculture and Rural Development, and also noted that additional information 
will be provided for consideration by the Committee at its meeting on 19 February 2014.

7.	 Inquiry into the Agri-Foods and Biosciences Institute (AFBI) – Consideration of Draft Report

The Committee considered the draft report on the inquiry into the Agri-Foods and Biosciences 
Institute (AFBI)

Introduction

Paragraphs 1 to 7 read and agreed

AFBI Financial Management

Paragraphs 8 and 9 read and agreed

Paragraphs 10 and 11 read, amended and agreed
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2.37pm Mr Clarke left the meeting

2.50pm Mr Hussey left the meeting

3.02pm Mr McQuillan left the meeting; the meeting became inquorate

3.04pm The meeting suspended

3.15pm The meeting resumed in closed session with the following Members present:

	 Ms Michaela Boyle (Chairperson) 
Mr Alex Easton 
Mr Paul Girvan 
Mr Daithí McKay 
Mr Seán Rogers

Paragraphs 12 to 16 read, amended and agreed

Recommendation 1 read and agreed

Recommendation 2 read, amended and agreed

Efficiency and Effectiveness of Scientific Testing

Paragraphs 17 and 18 read, amended and agreed

Recommendation 3 read, amended and agreed

Paragraph 19 consideration deferred to the meeting of 19 February 2014

Management of the DARD funded R&D Programme

Paragraph 20 read, amended and agreed

Paragraphs 21 and 22 read and agreed

Paragraphs 23 to 25 read, amended and agreed

Recommendation 4 read, amended and agreed

Paragraph 26 read and agreed

Paragraphs 27 and 28 read, amended and agreed

Paragraph 29 read and agreed

Corporate governance within AFBI and oversight of the Institute by DARD

Paragraphs 30 to 32 read and agreed

Paragraph 33 read and agreed

Recommendation 5 read and agreed

Paragraph 34 read and agreed

Recommendation 6 read and agreed

Consideration of the Executive Summary

Executive Summary read agreed, subject to amendment to reflect agreed changes to the 
main report.

Consideration of Summary of Recommendations
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Summary of recommendations read, amended and agreed.

Agreed:	 The Committee agreed to defer final consideration of the report to the meeting 
of 19 February 2014.

[EXTRACT]
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Wednesday, 26 February 2014 
Room 29, Parliament Buildings

Present:	 Mr John Dallat (Deputy Chairperson) 
Mr Trevor Clarke 
Mr Michael Copeland 
Mr Alex Easton 
Mr Paul Girvan 
Mr Chris Hazzard 
Mr Ross Hussey 
Mr Daithí McKay 
Mr Adrian McQuillan 
Mr Seán Rogers

In Attendance:	 Ms Lucia Wilson	(Assembly Clerk) 
Mr Trevor Allen (Assistant Assembly Clerk) 
Mr Darren Weir (Clerical Officer) 
Miss Clare Rice (Bursary Student)

Apologies:	 Ms Michaela Boyle (Chairperson)

2.03pm The meeting opened in public session

2.04pm Mr Girvan and Mr Clarke joined the meeting

2.05pm The meeting moved to closed session

5.	 Inquiry into Agri-Food and Biosciences Institute (AFBI) – Correspondence

2.40pm Mr Copeland left the meeting

2.51pm Mr Copeland re-joined the meeting

2.52pm Mr Easton left the meeting

2.56pm Mr Easton re-joined the meeting

The Committee noted additional correspondence from Mr Noel Lavery, Accounting Officer, 
Department of Agriculture and Rural Development.

6.	 Inquiry into Agri-Food and Biosciences Institute (AFBI) – Consideration of Draft Report

The Committee continued its consideration of its report on Agri-Food and Biosciences 
Institute AFBI).

Paragraph 19 read and agreed.

Paragraph 20 read, amended and agreed.

Executive Summary

Paragraph 10 read, amended and agreed.

Agreed:	 The Committee agreed the correspondence to be included within the report

Agreed:	 The Committee ordered the report to be printed.

[EXTRACT]
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27 November 2013

Members present for all or part of the 
proceedings:

Ms Michaela Boyle (Chairperson) 
Mr John Dallat (Deputy Chairperson) 
Mr Trevor Clarke 
Mr Alex Easton 
Mr Paul Girvan 
Mr Chris Hazzard 
Mr Daithí McKay 
Mr Adrian McQuillan 
Mr Sean Rogers

Witnesses:

Professor Seamus 
Kennedy

Agri-Food and 
Biosciences Institute

Mr Kieran Donnelly Comptroller and 
Auditor General

Mr Norman Fulton 
Mr Noel Lavery 
Mr Gerry Lavery

Department of 
Agriculture and Rural 
Development

Ms Fiona Hamill Treasury Officer of 
Accounts

1.	 The Chairperson: I welcome Mr Noel 
Lavery, Mr Gerry Lavery, Professor 
Seamus Kennedy and Mr Norman 
Fulton. Mr Lavery, I assume that you are 
unrelated.

2.	 Mr Noel Lavery (Department of 
Agriculture and Rural Development): 
Yes, unrelated.

3.	 The Chairperson: You are taking the 
lead, Noel. Do you want to formally 
introduce your team?

4.	 Mr N Lavery: Yes, thank you, Chair. 
Gerry Lavery is the senior finance 
director in the Department; Seamus 
Kennedy is the chief executive of the 
Agri-Food and Biosciences Institute 
(AFBI) and is responsible for AFBI’s 
functions such as research, supporting 
innovation and response to emergencies 
and disease control; and Norman Fulton 
is head of policy and economics in the 
Department, the Department’s head 

economist and head of the AFBI sponsor 
arrangements.

5.	 The Chairperson: Thank you. You are 
all very welcome to our meeting. Do you 
want to say anything now, Mr Lavery? 
Are you OK?

6.	 Mr N Lavery: I have a few opening 
remarks, if you are happy with that, or I 
am happy to go along with whatever you 
wish, Chair.

7.	 The Chairperson: I have a question, and 
then I will let you in again. The report 
made odd reading in the sense that the 
Department and AFBI put up very feeble 
arguments to the Audit Office’s findings. 
The Committee Clerk will refer to the 
relevant paragraphs in the report.

8.	 The Committee Clerk: In paragraph 
2.12, AFBI responded to the issue of 
potential lost income by stating that that 
represented 1·5% of total grant provided 
by the Department of Agriculture and 
Rural Development (DARD). On the issue 
of cost overruns for individual R&D 
projects, AFBI’s response in paragraph 
4.14 was that it had always lived within 
its overall budget. In paragraph 4.25, 
DARD pointed out that the longevity of 
the 57-year potato breeding programme 
was not unique in the context of the 
public sector.

9.	 The Chairperson: Thank you, Aoibhinn. 
Mr Lavery, how can you assure the 
Committee that you take the matter very 
seriously?

10.	 Mr N Lavery: I can give the Committee 
an absolute assurance that I take 
the governance and value-for-money 
responsibilities extremely seriously.

11.	 Chair, I would like to make a couple 
of points. The lost income point was 
referred to. The reference to the 1·5% 
was to put it into context. I absolutely 
recognise the point that lost income is 
not a good thing for the public sector. 
No doubt we will come on to that. It is 
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absolutely regrettable that it happened; 
it should not have happened. We can 
come to the reasons for that, but it was 
to put it into context.

12.	 On the cost overruns, we were merely 
making the point that AFBI had lived 
within its overall budget. I commend 
Professor Kennedy for his out-turn last 
year, which was 99·7%.

13.	 What was the last point?

14.	 The Committee Clerk: It was about the 
longevity of the 57-year potato breeding 
project, as mentioned in paragraph 4.25.

15.	 Mr N Lavery: No doubt we will come to 
that during the proceedings.

16.	 I have a couple of points that relate 
to your question about giving you an 
assurance on governance. AFBI is 
an absolutely vital organisation. Its 
scientific work informs DARD’s policies 
and supports innovation in the agrifood 
sector. It is absolutely key to our 
eradication of brucellosis and has a 
vital emergency response capability. It 
is also vital on the early recognition of 
threats and local access of scientific 
facilities. Going back to your point, the 
Audit Office concluded, in paragraph 24 
of the report:

“the development of a strong and 
comprehensive corporate governance 
framework for AFBI has been a prolonged 
process”.

17.	 I absolutely accept that; it has been 
too prolonged. The report highlights the 
specific concerns, and we will deal with 
those.

18.	 In paragraph 5.26, the Audit Office 
concludes:

“it has taken a considerable time to develop 
and embed a strong and comprehensive 
performance management and corporate 
governance regime”.

19.	 I absolutely accept that; it did take a 
considerable time. I absolutely take 
it seriously, Chair. The Audit Office 
highlighted a few points about the use 
of a historical overhead rate, the cost 
not being part of AFBI’s systematic 
review for R&D and the time taken to 

implement the fully functioning costing 
system. I absolutely accept those 
points, and the Department and AFBI 
hold up their hands on those.

20.	 It has been two years since the 
fieldwork was done. The Audit Office 
recognises that throughout the report 
and, in paragraph 5.11, acknowledges 
the further recent improvements in 
governance. Paragraph 5.12 states 
that we have provided more precise 
costings, and paragraph 5.20 mentions 
the procedures for commissioning and 
managing R&D. I welcome that.

21.	 To give you an assurance that you were 
looking for at the start, I can say that, 
since the Audit Office’s work finished, 
AFBI has strengthened its finance 
team and has implemented a financial 
improvement plan, which has been 
monitored closely by the Department; 
DARD has carried out a risk assessment 
on governance; we are moving to 
an enhanced regime of appraisal on 
scientific testing; there is enhanced 
DARD oversight; and I have placed a 
requirement on Professor Kennedy to 
provide me with a quarterly assurance 
on the management of R&D expenditure. 
Furthermore, there is quarterly reporting 
on our evidence and innovation R&D 
projects. I hope that that gives the 
Committee an assurance that we take 
these matters absolutely seriously and 
that we will be continually on top of them.

22.	 The Chairperson: Thank you, Mr Lavery. 
You have clearly seen the shortcomings 
from the 1995 report until now. We 
are facing, in this report, some of the 
shortcomings that were identified in the 
1995 report. You mentioned a number 
of changes that have taken place. I 
thank you for the contribution that you 
have made thus far in acknowledging 
and identifying that there was work that 
needed to be done. You mentioned that 
AFBI had strengthened its finance team. 
What did you actually do?

23.	 Mr N Lavery: An additional resource 
has been brought into the finance team. 
Professor Kennedy, do you want to refer 
to that?
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24.	 Professor Seamus Kennedy (Agri-Food 
and Biosciences Institute): That is 
correct. There have been a number of 
developments. In 2010, for example, 
we reviewed our overall business 
planning process and initiated plans 
to develop what we refer to as the 
strategic cost model. That model in 
particular is designed to break down the 
corporate overheads, which relates to 
one of the legitimate criticisms in the 
report. It stated that we were applying 
a single corporate overhead rate to 
all our business. The development 
of that model is well under way. We 
have applied it to last year’s annual 
work programme from DARD as a trial 
exercise, and we are in the process 
of applying it to the work programme 
for next year. We revised the overhead 
rate in 2010 from 59% to 110%. As Mr 
Lavery said, we should have done that 
earlier, and we accept that. As indicated 
in the report, the overall magnitude of 
that increase is a 15% increase.

25.	 In 2010, we left Account NI because, 
having tried it for a period, we found 
that it was not suitable for the mixture 
of business that we carry out in AFBI: 
the mix of work that we carry out for 
government plus the commercial side. 
The commercial work in AFBI now 
accounts for approximately one third of 
our total income. We developed our own 
in-house accounting system, which took 
some time. We now have it well up and 
running and are using it as the basis 
for the next development, which is the 
strategic cost model.

26.	 In 2011, I expanded the finance function 
in AFBI. I recruited two additional deputy 
principal accountants and appointed 
an interim head of finance at grade 6 
level. That, coupled with the introduction 
of a finance improvement plan, which 
we have been working on since then, 
has resulted in major improvements. 
The additional accountancy resource 
that we introduced has been used to 
adopt a business partner approach so 
that our finance branch interacts much 
more closely with the scientific divisions 
that are carrying out the scientific work. 
Those accountants now meet all our 

branch heads and the head of division 
on a monthly basis. At those meetings, 
every line of income and expenditure 
is reviewed so that we have very 
accurate monitoring of our income and 
expenditure.

27.	 In 2011, I also commissioned a strategic 
review of the organisation and, because 
of the importance of AFBI to the local 
economy, we received support from the 
Strategic Investment Board (SIB) for that 
work. That resulted in some changes to 
the organisational structure: an 
amalgamation of two of the existing 
science branches to one in order to help 
improve efficiency. We are in the process 
of delegating staff budgets to individual 
divisions and branches to ensure that 
there is more ownership of those 
budgets. We also introduced training for 
senior finance managers. That is a 
selection of some of the improvements 
that have taken place.

28.	 The Chairperson: I suppose that it is 
safe enough to say that, when AFBI was 
established, the financial mechanisms 
that should have been in place were not 
as robust as they should have been. Is it 
safe to say that?

29.	 Professor S Kennedy: Yes, I think 
that we accept that point. Since the 
formation of AFBI, we have spent a 
lot of effort on developing financial 
systems. We were originally using a 
system from DARD before AFBI became 
a non-departmental public body (NDPB). 
We continued to use the DARD system 
for a number of years, and that was 
in anticipation of Account NI coming 
on stream, which it did. We then tried 
Account NI, but it was not suitable for 
the particular business of AFBI, and then 
we developed our own in-house system.

30.	 Mr N Lavery: Chair, I will just come in 
on that point. Coming in and looking at 
this afresh, it seems to me that AFBI 
inherited a financial accounting system 
that the Department was using, and 
some of the criticisms in the report, 
which are fair criticisms, are around 
costing and the identification of costs 
for individual projects, which is fair. 
What AFBI did not have was a proper 
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costing module. It has taken time to 
get that in place; that is now in place. 
It was a financial system geared up 
with individual cost centres that was 
designed more for a Department than 
an organisation such as AFBI.

31.	 Mr Clarke: That is a good point at which 
to come in. I listened to what Professor 
Kennedy said about the management 
of the organisation. How much has the 
Department of Agriculture and Rural 
Development been spending annually on 
AFBI since it started in 2006?

32.	 Mr N Lavery: The current budget is 
about £58 million.

33.	 Mr Clarke: You are on record as saying 
that the costing models were not right, 
but you have continued to annually fund 
it without any proper scrutiny or making 
sure that those models are correct.

34.	 Mr N Lavery: I have a couple of points 
to address that. AFBI has lived within its 
overall budget. Its accounts have never 
been qualified. It has received internal 
audit satisfactory assurance every year. 
The point that I was trying to make 
was about the costing system and the 
costing of individual projects. That is 
what needed to be developed. And —

35.	 Mr Clarke: Can I just stop you there? 
It has been living within its budget of 
£58 million, but Professor Kennedy 
admitted today that the systems have 
not been in place. What worries me, as 
a taxpayer, is that that arm’s-length body 
gets substantial public money from the 
Department yet it is not satisfied that 
there are accountable mechanisms in 
place for how it manages the funds. 
Professor Kennedy said that it was 
reviewed in 2010, which was four years 
after the start. Was it AFBI’s role to 
review that? Given that DARD was a 
large subscriber, would it not have been 
its role to make sure that the financial 
management was in place for an 
organisation that it is pumping millions 
of pounds into annually?

36.	 Mr N Lavery: Again, there are a couple 
of points. I want to go back to clarify: 
the £58 million that I referred to 
includes the commercial income, which 

is about £18 million. Our cost to DARD 
is currently about £40 million.

37.	 Mr Clarke: About £40 million or £50 
million? OK.

38.	 Mr N Lavery: The point that I am trying —

39.	 Mr Clarke: What is £18 million between 
friends?

40.	 Mr N Lavery: It is the royalty and the 
commercial income that the organisation 
has earned. AFBI is primarily responsible 
for its financial systems, and the Depart
ment looks for an assurance on that. 
AFBI’s systems were financial systems. 
As I said, its accounts were not qualified. 
The tenor of your question is absolutely 
right: the Department had a role. The 
Department set and agreed targets with 
AFBI to put those systems in place. 
Should the costing systems have been 
in place earlier? Yes, they should.

41.	 Mr Clarke: So, are you, as the 
permanent secretary of DARD, going 
to accept responsibility? I appreciate 
that you are relatively new to the 
post, so I am not going to shoot the 
messenger. Are you satisfied with what 
your predecessors were doing? You 
said that the proper costing model was 
not in place. Are you satisfied that the 
previous permanent secretaries got it 
right?

42.	 Mr N Lavery: It has been an evolving 
process. I will bring Gerry in to talk 
about the systems.

43.	 Mr Clarke: Gerry has been acting 
permanent secretary and head of 
finance, so I am interested to hear what 
he has to say about that.

44.	 Mr N Lavery: I have just a couple of 
points. As I said, there were financial 
accounting systems in place. The 
organisation has had satisfactory 
assurance from its internal audit. Its 
accounts have not been qualified. It has 
lived within its budget.

45.	 As the report rightly highlights, the costing 
systems take time to develop, and the 
overhead rate should have been used. 
The Audit Office identified that as lost 
income. That would be the primary 
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governance concern. The organisation 
has increased its royalty income year on 
year, so it is reducing the grant-in-aid that 
DARD has had to fund it. That is a positive 
thing, and we should recognise that.

46.	 You asked me about the finance 
systems. The AFBI board put together 
a subcommittee in 2011 to address its 
finance systems, and the Department 
increased its monitoring of AFBI. I give 
you an assurance that it will continue to 
do so.

47.	 Mr Clarke: Professor Kennedy, or maybe 
it was you, referred to paragraph 5.26, 
which is the last part of the report. You 
picked one aspect of what was said, but 
let us look at the words of the last bullet 
point in the context of you saying that it 
lived within budget. It states:

“strong and timely oversight is required to 
address the financial and operational risks 
associated with a new body, and ensure 
that measures are put in place to remedy 
inadequate performance.”

48.	 So, yes, it may have lived within its 
budget, but the very last paragraph of 
the report sums it for me. There are 
obviously huge risks in an organisation 
that DARD is pumping millions into, 
and the last words are, “inadequate 
performance”. That is the end of the 
report.

49.	 Mr N Lavery: It states:

“There are important lessons to be learnt”.

50.	 Mr Clarke: I would assume that, if you 
are learning lessons, it is an indication 
that something has been going wrong.

51.	 Mr N Lavery: Absolutely. I was just 
making the point that we have now 
embedded a strong and comprehensive 
performance management and 
corporate governance regime in AFBI. 
The report is right: there are lessons 
to be learnt. This is a very large NDPB, 
and, in establishing that large NDPB, 
the Department concentrated on the 
financial side. As you said, I had a 
fresh look at this. The Department 
established it, put a board and an 
internal audit together, and ensured that 
it had finance systems and an internal 

audit function. The costing systems and 
a review of the overhead rate to pick up 
all the costs of individual R&D projects 
were not in place.

52.	 Mr Clarke: So, it took you eight years.

53.	 Mr N Lavery: The acceleration of the 
development of those has been from 
2009-2010. I think that is correct.

54.	 Can I bring Gerry in?

55.	 Mr Clarke: Yes.

56.	 Mr Gerry Lavery (Department of 
Agriculture and Rural Development): 
The case is well put. On the one hand, in 
setting up a very large NDPB, you had a 
real risk that the organisation would not 
be able to account for its expenditure, 
and that was dealt with by transferring 
to that new NDPB the accounting system 
that it had formerly operated in the 
Department. So, that risk, which was 
the largest risk, was mitigated. There 
was a risk then around knowing the full 
cost of each project that is funded other 
than by DARD grant-in-aid. That risk was 
recognised and put in the business 
plan as something that AFBI wanted 
to tackle. It took a number of years to 
do that, partly for the reasons set out 
by Professor Kennedy. At the time, it 
went through a series of iterations and 
a series of changes in the accounting 
system and then dealt with that risk.

57.	 Mr Clarke: In your own words, “It took 
a number of years”. We are talking 
about DARD funding to the tune of — 
Mr Lavery corrected me on this — £40 
million, and, as you admitted, Gerry, 
it took a number of years to mitigate 
that risk. In your opening comments, 
you said — it is like any organisation 
— that there will be risks with any new 
organisation. Unfortunately, this report 
does not focus on, nor should it, the 
good work that AFBI does, but we are 
looking at the financial management of a 
new organisation. On one hand, we have 
a very good organisation that a lot in the 
agriculture sector look upon as doing 
good work, but the good work has been 
overshadowed by what is in this report 
about the financial management. I put 
a lot of the responsibility back on DARD 
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because this is a new organisation 
that is probably more interested in the 
scientific nature of what it wants to do, 
but I would have thought, Mr Lavery, 
given the two positions that you held, 
that you should have had more concern 
about the management of the finances 
of the organisation, and it should not 
have taken eight years to get to the 
situation of trying to turn that round.

58.	 Mr G Lavery: I suppose that I accept 
that it should not have taken eight 
years. The progress that we have made 
has been too long in coming, but, 
arguably, it is not too late to have an 
impact now. The mitigation or, if you 
like, the explanation for why it took so 
long was, as I said, in part because 
the accounting systems were changing. 
However, it was also in part because 
of something else. If you go back to 
when we created AFBI, the issues that 
surrounded it at the time were in the 
nature of separating out agriculture 
education. That was one of the key 
thrusts of the O’Hare report. Doing that 
meant splitting up the assets that were 
being used by the science service to 
separate out those that belonged to 
Queen’s University and those that could 
be transferred to AFBI. We had the same 
issue when we abolished the Agricultural 
Research Institute of Northern Ireland 
(ARINI), a former non-departmental 
public body (NDPB) and brought its 
assets in. We had issues around 
staffing, setting up the new financial 
and human resources processes and 
all the associated policies. There was a 
raft of work that had to be done to get 
the organisation up and running. That 
is why, frankly, we took our eye off this 
particular ball for a time and lost the 
opportunity to make further progress on 
costing when it should have been made.

59.	 Mr Clarke: Mr Lavery, I suppose that 
the only parallel I could draw is that you 
remind me of the old banking sector. 
However, you are not very much like the 
new banking sector, because there is 
an awful lot more caution. It is a wee bit 
like the Royal Bank of Scotland (RBS) 
story in which public money had to be 
used to bail out its mistakes. Public 

money is still bailing out DARD and 
its mistakes in allowing AFBI and its 
financial controls to run out of its way.

60.	 Noel, with reference to part 2 of the 
report, how has AFBI gone about 
identifying the full cost of its operations 
since it was set up in 2006?

61.	 Mr N Lavery: Sorry, could you point me 
to a particular paragraph?

62.	 Mr Clarke: Part 2 of the report deals 
with the financial management of AFBI. I 
am sure that you briefed yourself on the 
report before you came here today. How 
have you identified the full cost of the 
operation since 2006?

63.	 Mr N Lavery: The full costs of the 
operation would have been reported to 
the Department through its financial 
reporting system on a monthly basis 
and scrutinised by the Department on 
a monthly basis. As I said before, those 
would be on the financial accounts 
system that AFBI inherited from the 
Department. The full costs would then 
have been reported to the Department 
through AFBI’s annual accounts. The 
accounting officer in the Department 
would have received an assurance at 
the end of the year on the management 
of that money from AFBI’s accounting 
officer.

64.	 Mr Clarke: I draw you to the report 
again. When the Audit Office was 
compiling its report, it found that AFBI 
was unable to allocate 55% of its spend, 
or £143 million, across its operational 
activities between 2006 and 2011. How 
did that come about if you had monthly 
monitoring?

65.	 Mr N Lavery: That goes back to the 
point about the costing system. This is 
about the allocation of overheads, and 
the point is that this was a general cost 
that was not allocated across AFBI’s 
activities. Those costs are now being 
identified through AFBI’s strategic cost 
model. I think that —

66.	 Mr Clarke: With the work that DARD did 
with ABFI on its annual accounts, how 
did it not identify that 55% of the funding 
was lost or unaccounted for?
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67.	 Mr N Lavery: To clarify, it was not lost or 
unaccounted for—

68.	 Mr Clarke: It was not allocated.

69.	 Mr N Lavery: It was not allocated to 
specific R&D projects. Those financial 
costs were picked up in a financial 
accounting system.

70.	 Mr Clarke: So where were they?

71.	 Mr N Lavery: They were treated as 
overheads in the same way as they 
would have been in a Department or a 
non-commercial organisation.

72.	 The Chairperson: Mr McQuillan, did you 
want to come in earlier?

73.	 Mr McQuillan: I wanted to come in on 
a point that Mr Kennedy raised. Mr 
Kennedy, you said that Account NI was 
not suitable for your organisation. Will 
you explain why?

74.	 Professor S Kennedy: It was largely 
because of the mix of business that 
AFBI carries out. Unlike a Civil Service 
Department, which is mainly involved 
in expenditure, AFBI has quite a bit of 
income from several hundred different 
contracts. As was said earlier, we did 
not have a suitable job-costing system 
that could conveniently allow us to price 
a job or contract. That was one reason. 
AFBI —

75.	 Mr McQuillan: I will stop you there. Was 
it not the fault of AFBI that it had not put 
that in place? Was that not your fault?

76.	 Professor S Kennedy: We went through 
several iterations of attempting to put 
an accounting system in place that 
would provide those points. In the early 
years of AFBI, the expectation was 
that Account NI, because it was being 
implemented in the Civil Service, would 
also provide AFBI’s needs. It was only 
when we tested it that we found that it 
did not. Not only did it not have a job-
costing module, which AFBI needed —

77.	 Mr McQuillan: From what you are 
saying, it seems that those in AFBI did 
not bother to do anything until they saw 
that Account NI was not going to do 

what they required. They only decided to 
put something in place after that.

78.	 Professor S Kennedy: After Account NI 
did not work for us we put an in-house 
solution —

79.	 Mr McQuillan: Before you found that 
Account NI did not work, I believe that 
you more or less sat on your hands and 
did not bother to do anything.

80.	 Professor S Kennedy: No. Quite a lot of 
work was being done in the background. 
As well as the job-costing module that 
Account NI did not have, there were 
special issues that applied to AFBI such 
as irrecoverable VAT. We have a partial 
VAT exemption because of the mixture 
of our business. We pay VAT when we 
make purchases or carry out work that 
is funded by grant-in-aid, but we cannot 
reclaim that VAT from HMRC. There is a 
particular mixture, and it took about two 
years to agree the appropriate treatment 
of VAT with HMRC as it was also new to 
it. Account NI does not have a module 
that can deal with that, whereas our in-
house system does.

81.	 There were other issues such as the 
timeliness of sales invoicing and 
the ability to manage our cash flow. 
Those were areas that Account NI did 
not perform for AFBI because of our 
particular type of business.

82.	 Mr Dallat: Chairperson, I only want to 
make a couple of comments at this time. 
I understand that I will come in later.

83.	 The Chairperson: Yes, you will.

84.	 Mr Dallat: Noel, I have listened very 
carefully to you and I am greatly 
heartened by your commitment to 
do things totally differently in the 
future. How long do you think this bad 
management of resources and money 
has been going on for?

85.	 Mr N Lavery: Well —

86.	 Mr Dallat: I will tell you how long it has 
been going on: 20 years. How long 
would you have lasted in the private 
sector?



Report on The Agri-Food and Biosciences Institute (AFBI)

38

87.	 Mr Lavery: I am sorry. I am not with you 
on the point about 20 years.

88.	 Mr Dallat: I have done a little bit of 
research. You have been to Westminster 
and you have been before the Public 
Accounts Committee here. There are 
records in the Library that indicate that 
there have been serious concerns about 
this type of work for 20 years. That is 
fact. This is 2013 and you have given 
us an assurance that everything is going 
to be rosy in the garden. It has been 
Christmas every day with you for 20 
years.

89.	 Mr N Lavery: I want to make a couple 
of points on that. You are obviously 
referring to the recommendations 
of the Westminster Public Accounts 
Committee in 1995. Having looked at 
this issue, it seems that internal audit 
looked at the implementation of those 
recommendations in 1997 and gave 
the Department an assurance on that. 
One of the major recommendations of 
the 1995 Westminster Public Accounts 
Committee report was the customer/
contractor split. The creation of AFBI 
was the big change in that customer/
contractor split. What the Department 
and AFBI underestimated was the 
changes that that would bring, with 
the need to look at the overhead 
rate and have a proper costing 
system. I have been through the main 
recommendations of the 1995 report 
and can go through them all if you wish.

90.	 Mr Dallat: Please do not.

91.	 Mr N Lavery: Sorry?

92.	 Mr Dallat: No, please do not. Just read 
them and implement them.

93.	 Mr N Lavery: OK, absolutely. You have my 
assurance on that. Most of them have 
been implemented or fully implemented, 
and I will ensure that they are.

94.	 Mr Dallat: Can I just ask one other 
little question? Professor Kennedy, 
did the scientists who worked in your 
department have a job sheet, or did they 
just do whatever they liked and whatever 
they wanted?

95.	 Professor S Kennedy: No, they did not 
do just whatever they wanted; they have 
a series of objectives.

96.	 Mr Dallat: Who decided?

97.	 Professor S Kennedy: It is line 
management, essentially.

98.	 Mr Dallat: Were they responding to the 
demands of the industry, or were the 
professors just doing what they wanted?

99.	 Professor S Kennedy: No. AFBI has a 
range of work. A large proportion of our 
work is the statutory TB, brucellosis 
and BSE testing that we carry out for 
the Department, which is maintained all 
the time. There is other statutory work 
such as veterinary drug residues and 
pesticides residue testing in food, all of 
which are statutory functions. There is 
also the animal disease post-mortem 
service, which is an examination of 
samples from farmers and private vets, 
etc. Staff do not decide what to do. 
They test the submissions from the 
Department or from private industry, as 
the case may be, and then develop tests 
to analyse that equipment.

100.	 Mr Dallat: In terms of those costings, 
how many people in the private sector 
do you think you have put out of 
business using public money by charging 
too low a rate?

101.	 Mr N Lavery: There are a couple of 
points with regard to, as you say, 
charging too low a rate. With the revision 
of the overhead rate it was about 15%. 
The Audit Office estimates that it may be 
up to £3·5 million, which I think is the 
wording in the report. I want to point out 
that one third of that external income is 
public sector. I do not know the answer 
to your question. All I can say is that 
we should have used the appropriate 
overhead rate. We are using it now.

102.	 Can I bring Norman Fulton in?

103.	 Mr Norman Fulton (Department of 
Agriculture and Rural Development): 
You talked about the work programme. 
For the work that AFBI does for DARD 
with regard to the grant-in-aid, we set 
out a comprehensive annual work 
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programme in which we specify what 
we require for the statutory diagnostic 
analytical work and what we require 
from AFBI with regard to emergency 
response and the R&D programme. 
That is all carefully specified and 
reviewed annually, and there is regular 
reporting against the progress of 
the work programme. AFBI has other 
customers apart from DARD, and they 
will specify their requirements. AFBI 
has a charging policy that is in keeping 
with the management of public money 
in Northern Ireland. When operating in 
competitive markets, AFBI is required to 
set a rate that generates a return to the 
business for the use of assets that it 
deploys.

104.	 Mr Dallat: Norman, that is all very 
convincing, but how did you get into this 
mess if you did all that correctly?

105.	 Mr Fulton: This has been an evolving 
and improving process. AFBI was not 
launched as an entirely new organisation 
in an entirely new work programme; 
it was a carry-forward of the existing 
programmes from the Department and 
from the amalgamation of ARINI. Those 
are well-established, long-standing 
programmes and, over time, we have 
documented the various work streams. 
We now have a very tight process for 
specifying what AFBI is required to 
deliver to us every year.

106.	 Mr Dallat: At this stage, Chairman, I 
think that the incubation period for this 
particular institute was rather long.

107.	 The Chairperson: Thank you, Deputy 
Chairperson.

108.	 Members and Mr Lavery, we will now 
go into the detail of the main areas of 
the report. Some members have asked 
supplementaries to other questions. 
However, we have the main area and the 
core areas of our report. We will go into 
the first area.

109.	 Mr McQuillan: My question is about 
financial management, which is part 2 
of the report. Between 2006 and 2007, 
AFBI spent £96 million on corporate 
costs. How was that managed?

110.	 Mr N Lavery: I will bring in Professor 
Kennedy and Gerry. It is the responsibility 
of AFBI to manage its own costs. Again, 
the accounting officer would give me, as 
an accounting officer, an assurance on 
that. They are managed through the 
financial reporting system to senior 
management in AFBI. We would get 
reporting from AFBI into the Department, 
and we would report to the departmental 
board.

111.	 Mr McQuillan: At no stage did the 
Department think that it was a high cost 
per head? Did alarm bells never go off?

112.	 Mr N Lavery: The Audit Office report 
highlights that the costs of AFBI are very 
high, particularly for its estate. That is 
something that we are addressing. The 
report analyses the corporate costs; 
some relate to AFBI and some to the 
estate.

113.	 Mr McQuillan: I could see AFBI not 
catching on, but I would have thought 
that the Department would have 
caught on because it should have been 
benchmarking AFBI against some other 
organisation of similar size to see what 
its corporate cost was.

114.	 Mr N Lavery: I have a couple of points. 
First, when AFBI was set up, its costs 
were staff and overheads, including its 
estate. That was what was established; 
those were the original costs. AFBI has 
been set efficiency targets, which it has 
delivered and continues to deliver. It has 
absorbed inflationary increases, and 
all its procurement is subject to public 
procurement. Are we seeking to reduce 
the costs of AFBI? Absolutely. We will be 
setting efficiency targets on AFBI.

115.	 As I said, a large element of the 
overheads relates to estate. That is a 
big issue for us. I will bring in Gerry on 
that.

116.	 Mr G Lavery: I have two points. First, the 
corporate costs include the estate and 
staff. Staff is a big element, and they 
are on the same terms and conditions 
as civil servants. We have control over 
the number of staff and over how they 
are paid and remunerated. That gives 
us an assurance that they are not, by 
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any means, being over-remunerated. The 
estate is —

117.	 Mr McQuillan: How do the royalties tie 
into that?

118.	 Mr G Lavery: The royalties come in as 
an income stream and basically offset 
funding that, otherwise, the taxpayer 
would have to give.

119.	 Mr McQuillan: Do individuals not get 
royalties as well?

120.	 Mr G Lavery: There is a standard 
intellectual property scheme in line 
with the arrangements in a number of 
public sector bodies. It is on a sliding 
scale, depending on how the intellectual 
property is exploited. For example, 
at the top level, the vast bulk of the 
income goes to the organisation. For a 
very small piece of intellectual property, 
the vast bulk goes to the individual. It is 
a standard scheme that is approved by 
the Department and the Department of 
Finance and Personnel (DFP).

121.	 Mr McQuillan: On the management 
of your estate, I understand that the 
property asset strategy in 2010 said 
that the Newforge site was insufficient 
and the Stormont site required a major 
refurbishment. What is the state of play 
today? Where are we at with that?

122.	 Mr G Lavery: We are working on having 
an estate strategy for AFBI within the 
estate framework for the Department 
as a whole. When AFBI was set up, it 
occupied the buildings and the property 
that was being used by the science 
service prior to its establishment.

123.	 Some of that property was there for a 
different purpose. I have mentioned 
that education was being hived off. The 
Newforge site contains lecture halls, and 
its atrium was built to accommodate a 
large number of students. That is clearly 
redundant. However, it would cost a 
significant capital amount to relocate 
from Newforge to another site. We need 
an invest-to-save initiative in that regard. 
Moreover, the AFBI estate has had a 
number of investments over the years, 
some of which have been significant, 
but some buildings are obsolescent. 

For example, the VSD main building at 
Stoney Road is reaching the end of its 
life and is not a good platform for the 
advanced technology applications that 
AFBI is required to do. Again, however, it 
would cost a significant sum to replace. 
Each of those initiatives would require 
between £25 million and £30 million, 
and we would be very grateful for any 
support that the Committee wishes to 
give to our bid, which will be an invest-to-
save bid that will reduce running costs 
and increase efficiency.

124.	 Mr McQuillan: A few years ago, there 
was a great emphasis on invest to save. 
Did AFBI apply for any of that money?

125.	 Mr G Lavery: We applied for several 
initiatives and received some funding. 
However, we did not apply for those 
two particular initiatives because we 
were not absolutely ready. As you 
can tell, they are significant projects. 
For example, we are completing the 
business case for the replacement of 
the VSD main building. That business 
case will be available later this year.

126.	 Mr McQuillan: Are you talking about 
later this financial year or this calendar 
year?

127.	 Mr G Lavery: Later this calendar year.

128.	 Mr Fulton: We are working on a draft of 
the business case; it is nearly final.

129.	 Mr McQuillan: Can you give me a 
breakdown of the other places where 
you have estates or premises such as 
Crossnacreevy, Bushmills, Hillsborough, 
Loughgall and Omagh? How many staff 
members are on each of those premises 
and what are they used for?

130.	 Mr N Lavery: Professor Kennedy has 
those numbers.

131.	 Professor S Kennedy: The Omagh 
veterinary laboratory provides a service 
to vets and farmers in the area and 
receives various animal carcasses for 
post-mortem examination. There are 
about 17 or 18 staff at that site. At 
Hillsborough, we have — these are 
approximate numbers off the top of my 
head — approximately 100 staff. We 
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have approximately 270 at the veterinary 
sciences division at Stoney Road. We 
have a very small number of staff at 
Bushmills, where they do work for the 
Department of Culture, Arts and Leisure 
(DCAL) on the population of salmon. 
That is DCAL, not DARD, property. 
The other estate is leased by AFBI 
from the Department. Crossnacreevy 
is essentially a plant-testing station 
where they conduct trials mainly on 
grass and cereal varieties. Loughgall 
is essentially a plant-breeding station. 
There is research on mushrooms, 
apples and other soft fruit, and research 
on potatoes and grass breeding; there 
is also a beef facility there. It is an 
overflow from the Hillsborough site, 
which is mainly involved in sustainable 
agricultural research. There is a big 
emphasis on the environment at the 
minute, such as the production of 
greenhouse gases from livestock and 
soils and investigating ways of reducing 
greenhouse gas emissions. There is 
also a big slant on the environment 
and looking at the efficiency of nutrient 
utilisation and animal production, the 
effects on the environment and how to 
reduce those.

132.	 Mr McQuillan: Maybe you can give that 
to the Committee in writing for us to get 
a better look at it. It would be better 
for us all that way. Could you give us 
the sizes of those plants in the square 
footage of the building or the acreage 
of the whole site just to see the size 
compared to the amount of people 
working on it? That is what I want to try 
to get at.

133.	 Did the Department never think that 
there would be more value for money 
in buying this service in from a private 
company rather than going down this 
route? It costs £40 million for this 
service. Would it be cheaper to go to 
the market and see what we can buy out 
there rather than do it this way?

134.	 Mr N Lavery: That goes to the heart 
of whether AFBI is delivering value for 
money. To be clear, Ministers have 
decided to set up an arm’s-length body, 
an NDPB. You asked whether we should 
outsource that capacity, and Mr Clarke 

referred earlier to AFBI’s good work. This 
is absolutely vital to our research —

135.	 Mr McQuillan: I am not saying that it is 
not; I am just saying that there is a cost.

136.	 Mr N Lavery: Absolutely. If you bear with 
me, there are three sides to it: cost, 
benefits and risk. Page 53 gives a very 
small element of some of the excellent 
work that AFBI does. Let us not forget 
the emergency response capability that 
we have in AFBI; it is on our doorstep 
and we can call on it immediately. 
AFBI’s work on dioxins, bluetongue 
and foot-and-mouth disease was vital; 
outsourcing it would be a major risk 
to our emergency response capability. 
The expertise in research capability, 
researchers, lab work and testings is 
all interlinked. I am sure that Seamus 
Kennedy could talk for a long time on that.

137.	 Going to your question about costs, in 
respect of our evidence and innovation 
strategy and the R&D projects that we 
commission from AFBI, everyone is now 
commissioned by the Department and 
has a proper appraisal. That gives us an 
assurance on value for money. There is 
a recommendation in the report about 
where feasible —

138.	 Mr McQuillan: You said that everybody 
now has an appraisal. When did that 
come into play?

139.	 Mr N Lavery: It came into play from our 
new evidence and innovation strategy in 
2011. Those projects were appraised 
by AFBI. The Department now accepts 
submissions from AFBI. It does an 
economic appraisal, it commissions the 
work, and, every quarter, it monitors its 
own costs and those of AFBI. I can give 
the Committee an absolute assurance 
on that.

140.	 The Audit Office makes a 
recommendation on the benchmarking 
of unit costs, and that goes into the 
statutory and other testing. It talks 
about, where feasible, on high volume 
and high cost. I absolutely accept the 
recommendation that we should do that. 
Norman will be able to speak on this 
issue, but that will be part of our new 
appraisal system. Having the emergency 
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response capability costs money, 
but that then goes to the risk. The 
Department has to accept that there is 
a cost in having that, and that has been 
of significant benefit to the Department 
and to the Northern Ireland industry.

141.	 Mr Fulton: It is also important to 
recognise the interaction between the 
statutory work, the R&D work and the 
emergency response capability. They 
all mesh very closely together, and one 
feeds off the other. The R&D informs 
the statutory work. It also ensures the 
scientific expertise that is there to be 
called upon when we are required to 
respond to emergency, and AFBI has 
been on the front line of responding to 
emergencies on a number of occasions. 
It all meshes together very well. If 
we were to split little elements off to 
market-test them and to put them out 
to other providers, we would start to 
lose that integration, and the sum of the 
parts would not add up to what we have 
from AFBI.

142.	 Mr McQuillan: I take your assurances 
on board, and, hopefully, they will come 
to fruition and we will not have you 
before us again, and there will not be 
another report such as this one.

143.	 Mr N Lavery: We accept the Audit 
Office’s recommendation on that point.

144.	 Mr Clarke: You touched on some of 
what I wanted to ask, but, according 
to paragraph 3.5, the performance 
in generating non-DARD income has 
been good. Much of that has been 
from royalties. I am trying to ascertain 
from Professor Kennedy whether AFBI 
research has generated any new royalty 
income.

145.	 Professor S Kennedy: We have had no 
new royalty income in recent years. To 
answer your first question, the total royalty 
income is about £6·5 million per year. 
Our total non-grant-in-aid income is 
about £18·8 million or thereabouts per 
year. So, the royalty income is about one 
third. The non-royalty income has grown 
from, I think, around £2 million in the 
year before AFBI was formed. It was 
around £6 million for the first year of 

AFBI, and it is now up at roughly £12 
million.

146.	 Mr Clarke: I want to focus on the royalty 
as opposed to the non-royalty. Following 
on from what my colleague asked you 
about, the next question, Noel, is more 
for you. It is interesting when you read 
the report. Obviously, DARD assisted 
AFBI to get it off the ground. However, 
AFBI, the scientists or an individual in 
the science group had been working on 
a particular project, which public money 
assisted in getting off the ground. 
Was that project on the pig disease 
vaccine? Adrian was asking you about 
outsourcing work, but scientists were 
already working on projects before 
DARD pumped money into it. That says 
to me that, if DARD had not pumped 
that money in, vaccines such as that 
were going to be available anyway. 
Would it not have been cheaper to buy 
the vaccines off them, as opposed to 
sharing the royalties with them?

147.	 Mr G Lavery: Research was carried 
out in the 1990s on pig circovirus. The 
objective of that research was to assist 
the Northern Ireland pig industry. In the 
event, it identified a number of patent 
areas. The science service, as it then 
was, and Queen’s University took out 
patents on those inventions. Those 
are the patents that a commercial 
company is now exploiting worldwide. 
That commercial company then remits 
a royalty every year. So, it was not that 
we or the scientists set out to create a 
commercial income stream.

148.	 Mr Clarke: Sorry, Gerry, let me stop you 
there. I do not know how you can say 
that, because you are not a scientist. 
They have to be congratulated on the 
field of work that they do, but I suggest 
that most people who come up with 
something innovative are trying to profit 
from it. So, if you are telling me today 
that that is not the case, I find that very 
difficult to accept. I will not accept that. 
The guys or ladies who are involved 
in that particular field of work are 
professional in what they do. They want 
to be world leaders or very innovative in 
what they do. However, they are going to 
do it as a cost, and you will not convince 
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me otherwise, nor would I put them 
down for that. However, I do not accept 
from you that that was not the purpose 
of someone coming up with a particular 
invention. You may say something else, 
but I do not accept that.

149.	 Mr G Lavery: As I said, our objective is 
to serve the needs of the local industry.

150.	 Mr Clarke: That is different.

151.	 Mr G Lavery: That is the research that 
we are sponsoring. It may be that some 
of that research has, as a consequence, 
something that leads to a patent and 
an income stream. We believe that a 
scheme has been put in place to allow 
for a fair division of that intellectual 
property.

152.	 Mr Clarke: Let us look at the division. 
In the research that AFBI is involved in 
and the royalties that that generates, 
what percentage share does AFBI get, 
what percentage share does DARD take 
and what percentage share goes to the 
scientist who came up with it?

153.	 Mr G Lavery: I would have to come back 
to you in writing on some of the detail 
of the actual figure work. I can say that 
any income that AFBI receives goes to 
offset costs that would otherwise have 
to be borne by DARD and, therefore, the 
taxpayer.

154.	 Mr Clarke: I would like to see the 
breakdown in the royalties showing how 
much is received on an annual basis, 
what it is for, the distribution of that 
royalty and who gets what.

155.	 Mr N Lavery: We will write to you about 
that.

156.	 Mr Clarke: This question is maybe more 
for you, Noel, given that you have been 
round a few houses. What is the normal 
practice with royalties in the public sector?

157.	 Mr N Lavery: In the houses that I have 
been round, Mr Clarke, that is not 
something that arose in the Office of the 
First Minister and deputy First Minister.

158.	 Mr Clarke: Is that the only place you 
were at?

159.	 Mr N Lavery: I was also in the 
Department of Enterprise, Trade and 
Investment (DETI) and the private sector 
before that. I apologise, because I 
cannot give you any more detail, but 
as Gerry said, there is a scheme for 
this that the Department and DFP 
have approved. Norman, can you add 
anything?

160.	 Mr Fulton: Yes. A Baker report in 
1987 talked about trying to ensure 
that intellectual property and research 
findings could make their way into 
the economy so that benefit could be 
derived from research findings from 
public sector research organisations. 
So, there has been government policy 
on that to ensure that those benefits 
are captured. In AFBI, we now have a 
rewards scheme —

161.	 Mr Clarke: Sorry to cut you off there, 
Norman. I do not want you to take from 
me that I disagree that this should be 
an income generator. When something 
is an income generator, the issue is how 
that income is dispersed afterwards. 
The way that AFBI works reminds me 
of the very good health service that we 
have. We have some very good qualified 
doctors whom the public helped to 
qualify; public money helped to put them 
into their positions. However, they set 
up their own enterprises, and they then 
decide that, if you want a little operation, 
you will have to wait two years, but if you 
ring their private secretary, they will do 
that wee job for you privately and could 
fit you in next week. On top of that, they 
use public hospitals, public nurses and 
public beds. There is a conflict in how 
the public sector creates those wee 
empires within itself. So, if somebody 
wants to do something and wants 
to educate themselves without the 
assistance of public money, that is fair 
enough, but once public money comes 
into it, it is different. That is why I want 
to see the figures. Noel, I want you to 
give us the figures and the breakdown of 
how it works in AFBI and, given that you 
were not in one of those other houses, 
how it would work anywhere else in the 
public sector. I do not want to see that 
we are very generous in this field but not 
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equally generous in others. Norman, do 
you want to finish your point?

162.	 Mr Fulton: It might be helpful if we 
provided a copy of AFBI’s rewards-to-
inventors scheme, which has been 
approved through the Department and 
which is our way of implementing the 
Baker recommendations. We operate 
a deficit funding model for AFBI, and, 
therefore, intellectual property and the 
returns from it are effectively a return on 
investment to the Department.

163.	 Mr Clarke: That is provided that it 
comes to the Department.

164.	 Mr Fulton: It does, and it is very 
significant. It is about £6 million per 
annum at the minute, and that offsets 
the cost of the work programme that 
AFBI conducts by the Department. So, 
the Department benefits from that.

165.	 The third point concerns the direction 
of R&D and its undertaking in AFBI. The 
Department specifies the R&D, and 
it is largely for public good. It is not a 
case of scientists deciding what they 
will research; they are responding to a 
research agenda that the Department 
sets. If there is a spin-off or a by-product 
of intellectual property, we certainly 
encourage AFBI to make sure that the 
benefits of that intellectual property 
are captured. That then comes back to 
the Department as, effectively, a return 
on investment. However, it is not the 
purpose of the research.

166.	 Mr Clarke: So, when you say that you 
are saying to AFBI that you hope that it 
is captured, what percentage are you 
suggesting that it is captured at?

167.	 Mr Fulton: We can provide you with a 
copy of the rewards scheme that now 
exists in AFBI. If you are talking about 
very significant intellectual property, I 
can tell you that the vast majority will 
come back to the Department. However, 
if you are talking about very small 
amounts, I can say that it will largely go 
to the inventor. We can provide a copy 
of the scheme to the Committee so that 
you can see the detail.

168.	 Mr Clarke: So, you could see how 
someone like me would have a criticism 
of that, because, basically, they are 
getting paid twice for doing the same 
job. Public money is funding them in 
their position, and they are working 
on the innovative ideas that they are 
coming up with. However, they then get 
royalties on the back of that.

169.	 Mr Fulton: It comes back to the Baker 
report and the recommendation that 
there needs to be a connection between 
the research organisations and the 
private sector to ensure that the 
benefits of it flow out into the economy. 
That is the purpose of this.

170.	 Mr Clarke: I asked Noel a question 
about getting a comparison with the 
public sector. Chair, we could maybe 
get our research people to see what 
royalties are paid to someone who is 
employed in the private sector and who 
works in the same field as some of our 
larger employers in Northern Ireland. Do 
they get royalties for scientific work and, 
if so, at what proportion? We want to 
see that comparison.

171.	 Mr N Lavery: We might be able to 
provide you with comparators of 
research organisations elsewhere in GB 
and of what their schemes were, if that 
would be helpful.

172.	 Mr Clarke: In the public sector?

173.	 Mr N Lavery: Yes; organisations such as 
AFBI.

174.	 Mr Clarke: I suppose that our research 
people could get the figure for how 
much Northern Ireland plc — the private 
sector — pays. I am glad, Noel, that you 
recognised that I value the work that 
AFBI has done. I was on the Agriculture 
Committee for a period of time. I have 
had various meetings with the farming 
sector, which also values its work. 
People were very nervous about some of 
the changes that were proposed in the 
past because of the work that is done 
in specific areas. That is one side, but 
financial management and public money 
are involved. We have to be very careful 
in how we do it.



45

Minutes of Evidence — 27 November 2013

175.	 Mr N Lavery: I appreciate those positive 
comments.

176.	 Mr Dallat: I am trying to get my head 
round some of the figures. I am finding 
it increasingly difficult to understand 
how you get so much money to spend. It 
was money bags all over the place, was 
it not?

177.	 Mr N Lavery: I am not sure what point 
you are making, Mr Dallat.

178.	 Mr Dallat: The table on page 20 of the 
report shows that the total cost went up 
from £38·58 million in 2006-07 to 
£54·46 million in 2010-11. Over the five 
years, the total was £258·28 million, 
and you did not even have a basic costing 
system for the work that you were doing. 
Is that not a bit hard to take?

179.	 Mr N Lavery: There are a couple of points 
to make. Obviously, the Department bid 
for its budgets and was allocated those 
budgets. Secondly, as I said, we had a 
financial accounting system. The costs 
would have been approved by the chief 
executive and the Department.

180.	 Mr Dallat: Who was the chief executive?

181.	 Mr N Lavery: George McIlroy.

182.	 On a point that is related to Mr Clarke’s 
earlier one, I think that AFBI stands as 
a very strong comparator with other 
public bodies in the third-party income 
that it has generated. The percentage 
of its costs that are funded directly 
by the public sector has gone down 
significantly since 2006.

183.	 Mr Dallat: I can see that the advice and 
teaching has definitely gone down, but 
the other consumables have rocketed.

184.	 Mr N Lavery: I am not sure about the 
2006-07 costs. Staff and consumables 
went from £22·24 million in 2007-
08 to £24·48 million in 2010-11. We 
increased our third-party income, we 
achieved our efficiency targets and we 
absorbed inflationary increases.

185.	 Mr Dallat: I do not know; I would have 
thought that, during a period in which 
the private sector was collapsing all over 
the place, you did pretty well.

186.	 Mr N Lavery: I think that AFBI has done 
well to increase its third-party income —

187.	 Mr Dallat: I am sorry; I mean that you 
did well getting money.

188.	 Mr N Lavery: I will bring Gerry in. I think 
that AFBI, like all parts of DARD, and 
DARD, like all parts of the public sector, 
has had to bid for its money. As I said, I 
think that AFBI’s increase in third-party 
income stands well in comparison with 
the rest of the public sector.

189.	 Mr G Lavery: It is a relevant point that, 
rather than the private sector collapsing, 
the agrifood sector has performed 
very well in the teeth of this recession. 
The sector contributes £1 billion a 
year in value added to our economy. It 
supports 50,000 jobs. The strength of 
the case to support that sector is what 
sustains AFBI. AFBI, in turn, is the major 
provider of innovative R&D to assist 
the competitiveness of that sector. 
In one sense, I am not surprised that 
successive Governments, including this 
Executive, have decided that that is a 
worthwhile investment.

190.	 Mr N Lavery: Can I just make a couple 
of other points? Mr McQuillan asked us 
about the cost of the estate. That is a 
significant cost. I absolutely take your 
point on that. We would seek to reduce 
that cost through investment, Mr Dallat.

191.	 Mr Dallat: I am just looking at the 
corporate costs for the same period. 
The cost for casual staff was £3·7 
million. For lease of land, it was £33·6 
million. For rates and water, it was 
£5·2 million. For electricity, it was £9·6 
million. For repairs and maintenance, 
it was £2·8 million. They seem to me 
to be highly significant figures at a 
time when you were still charging the 
same rate as your predecessor for 
the scientific exercises in which you 
were involved. I am sure that that is 
something that you would want to tell 
me about, Professor Kennedy.

192.	 Professor S Kennedy: There are a 
number of issues there. The first is that 
AFBI’s budget is under continuous and 
increasing pressure as funding from the 
Department reduces. That means that, 
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basically, we have had to work harder 
and harder each year to generate the 
additional income to maintain the 
scientific capacity in the institute. That, 
in itself, drives considerable efficiencies, 
because it means that there is less money 
internally in AFBI to spend, basically.

193.	 Mr Dallat: Gerry, can you tell us 
how much money was lost through 
antiquated costing systems that had no 
basic foundation?

194.	 Mr G Lavery: This is an agreed report. 
In the report, the Audit Office estimate 
is that, at a maximum, £3·5 million 
was lost. The accounting officer 
already pointed out that that maximum 
includes services to the rest of the 
public sector. It is about one third. So, 
it would probably be an overstatement 
to talk about £3·5 million. As the report 
indicates, that was a lost opportunity to 
further reduce our grant to AFBI by about 
1·5%, which we would dearly have liked 
to do. I think that your point about the 
estate, Mr Dallat, is very well made, if 
I may say so. It is what is driving us at 
the moment in trying to come up with 
invest-to-save projects for both VSD and 
the Newforge Lane site. The fact is that 
those obsolescent buildings lead to very 
high utility costs. They lead to rates bills 
for space that AFBI cannot use profitably 
or productively. They also lead to issues 
about the leasing costs between AFBI 
and the Department, which owns those 
buildings. Those costs are too high, and 
we want to reduce them recurrently.

195.	 Mr Dallat: I think that your points are 
very valid, and I agree with them. Is 
it true that there are very substantial 
buildings in which only two or three 
people work?

196.	 Mr G Lavery: I think that that would 
be an exaggeration. There is, certainly, 
space that is not productive, particularly, 
for instance, in the main building at 
Newforge Lane. When you walk into it, 
you see that it has a very large atrium, 
which was built for a large number of 
students to come through. We do not 
need that, and AFBI does not need it. 
We would like to get out of it. However, it 
requires a significant capital investment 

to put AFBI on a different site and to 
release that space at Newforge Lane.

197.	 Mr Dallat: Obviously, I will not be about 
in 20 years’ time. Gerry, what will 
emerge from this report that will ensure 
that those issues that you and Professor 
Kennedy addressed will not be hovering 
over and haunting some future PAC?

198.	 Mr N Lavery: I gave you an assurance 
about the points that PAC had raised in 
1995.

199.	 Mr Dallat: I was convinced.

200.	 Mr N Lavery: As I said, the Department 
has increased its oversight of AFBI. 
We have a strong quarterly reporting 
system. We have quarterly assurance 
and liaison meetings with AFBI reporting 
to the board. We now have R&D projects 
commissioned by DARD, and we are 
developing a strong costing system. 
Systems do evolve. Norman referenced 
a revolving system on testing. I can give 
you an assurance that, as the Audit 
Office said, we will benchmark where 
appropriate and feasible.

201.	 Can I just make one further point, Mr 
Dallat, because we talked about costs?

202.	 Mr Dallat: Yes.

203.	 Mr N Lavery: Very significant benefits 
come from AFBI in its research and 
supporting innovations, its support 
of the Department’s policies and its 
emergency response. I do not think that 
we should lose that. It comes at a cost, 
but those costs are very high because of 
the corporate structure of AFBI’s estate.

204.	 Mr Dallat: Mr Lavery, your point is 
valid, but I am sure that you are not 
suggesting to the Committee that, 
because you do excellent work that 
contributes to the industry, you can have 
a cavalier approach to how you spend 
public money.

205.	 Mr N Lavery: Absolutely not. Again, 
it goes to Mr Clarke’s point. It is 
disappointing that we are here to 
discuss governance issues of an 
organisation that has been successful.
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206.	 Mr Dallat: I assure you, Mr Lavery, that 
the Committee is not shy to give credit 
and praise where they are due, but, at 
the moment, we are discussing public 
money. That is our duty.

207.	 Mr N Lavery: Absolutely.

208.	 Mr Dallat: And the record has been very 
bad.

209.	 Mr N Lavery: I understand your point. I 
was seeking to give you an assurance 
about the enhanced systems and 
an assurance that I will make sure 
that there is proper oversight by the 
Department.

210.	 Mr Dallat: This could be the day for the 
Laverys.

211.	 Mr McKay: Paragraphs 3.10 and 3.11 
of the report show that scientific testing 
is one of your more significant areas 
of business activity, with an estimated 
spend of £143 million between 2006-
07 and 2010-11. I suppose that that is 
out of a budget, as John referred to, of 
£258 million. So, that is quite a sizeable 
chunk. However, it is clear from the Audit 
Office report that the calculation of unit 
costs for that work was very limited. 
Can you give us some background 
information on how that work is done 
and how frequently it is carried out?

212.	 Mr N Lavery: I will bring Professor 
Kennedy and Norman Fulton in on that. 
However, I will make this point again, 
Mr McKay: can we just make sure that 
we do not forget that, as well as having 
the unit costs and doing the tests that 
DARD requires, we have an emergency 
response capability that is part of 
AFBI’s core cost? That is something 
that the Department wishes to retain, 
and there is a cost to that. It is linked 
to the scientific testing and having that 
expertise there. However, I just wanted 
to make the point that the emergency 
response capability is vital and has been 
vital to the industry where dioxins and 
foot-and-mouth disease are concerned.

213.	 Mr Fulton: The Audit Office report 
makes recommendations on 
benchmarking unit costs. We agree with 
those recommendations. Benchmarking 

is a very useful management tool, 
and we should be seeking to deploy 
it where we can. It is probably most 
appropriate to, and more likely to be 
possible with, high-volume, standardised 
tests. It is much more difficult, as the 
report recognises, with bespoke or 
low-volume tests where there might be 
short turnaround times. Benchmarking 
has its place, but it has to be used 
appropriately and wisely, so we will 
certainly be looking to respond to that 
positively. In AFBI, the development of 
the strategic cost model will take us 
along the path in driving down to a lower 
level when working out some of the 
detailed costs in the organisation.

214.	 Mr McKay: Have any specific 
benchmarking actions been taken, or 
are any planned?

215.	 Mr Fulton: There has been initial work 
in the Department, where branches 
looked at whether they can identify 
appropriate benchmarks against which 
to compare AFBI. It is pretty much as we 
expected. In some cases, benchmarks 
can be identified, and, in other cases, 
it is difficult to identify an organisation 
that could provide a benchmark for 
AFBI. In the limited comparison that we 
have done to date, AFBI has, broadly 
speaking, compared reasonably well, 
particularly when you take on board the 
overall package that it delivers. It does 
not just do the tests; it also provides the 
expert advice and interpretation that we, 
as a Department, require.

216.	 Mr McKay: Finally, would it be possible 
to get something in writing about 
the particular areas where there are 
problems with benchmarking and where 
things are progressing so that the 
Committee can have some oversight 
of that and the value of public money 
that it relates to? Has the Department 
considered subjecting any of the testing 
work to competitive tender?

217.	 Mr Fulton: We have not done so to date. 
Again, I think that that goes back to the 
earlier point that we get more from AFBI 
than simply the value of the test. The 
fact that capacity exists in AFBI that is 
then available for emergency response 
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capability is very important. It is part 
of, if you like, our insurance policy. The 
integration of the work in AFBI and the 
fact that the testing regime is informed 
by R&D are also important. If you start 
to separate those, you start to lose 
some of the benefits that we currently 
have. So, that is a major consideration.

218.	 Mr Easton: Gerry, you were the senior 
finance director.

219.	 Mr G Lavery: Yes.

220.	 Mr Easton: For how long?

221.	 Mr G Lavery: I was the senior finance 
director from 2003 and acting 
permanent secretary from August 2010 
to February 2013.

222.	 Mr Easton: Paragraph 4.9 states that 
there was no evidence that AFBI or 
DARD routinely generated information 
on the cost of individual R&D projects 
and that that had to be collated 
specifically for the C&AG’s audit. How 
can you explain such a complete lack 
of monitoring and project management 
over a research programme that involved 
tens of millions of pounds?

223.	 Mr G Lavery: The point that we are 
trying to bring out is that costs were 
assessed on the basis of the direct 
costs of staff and consumables. An 
overhead rate was applied, but funding 
was not ring-fenced for each approved 
project, and we did not operate a 
hundred separate budgets. So, what 
happened was that the management 
system operated by division in AFBI to 
contain its costs and to put them in the 
context of the institute’s overall costs. 
That kept the costs under control. The 
costs are now actively assessed and 
monitored against the original projection, 
so there is a much firmer grip today.

224.	 I think that it is harsh to say that there 
was no project management. I think 
that there was project management on 
the basis of the annual review process. 
There was a detailed review process that 
required each project to be submitted to 
the head of division. It was documented. 
They had to put forward their findings 
from the past year and detail the 

progress that they had made, as well as 
to put forward proposals for any work to 
be done in the forthcoming year. If there 
was going to be a delay or a change in 
objectives, they had to explain why. The 
head of division then put that evidence 
forward to a group that the chief 
executive chaired. So there was project 
management. Its critical weakness — 
we are not trying to excuse this in any 
way — is that it did not address the 
cost. When the time for a project was 
extended, people did not look at the 
cost. They, therefore, could not have 
looked at the additional benefits that 
they were getting compared with the 
additional costs that they were incurring. 
That is the weakness. It is not that there 
was no project management; the project 
management was not comprehensive 
and did not address the cost.

225.	 Mr Easton: Why was it not 
comprehensive?

226.	 Mr G Lavery: Because we did not have 
a firm grip on costs, and it was not an 
element of that review process. That 
was an oversight; it should not have 
happened, and we can only agree to 
apologise to the Committee for that.

227.	 Mr Easton: You said that there was not 
a firm grip and there was an oversight. 
Who was in charge?

228.	 Mr G Lavery: Project management 
was, as I have said, remitted to AFBI’s 
internal management.

229.	 Mr Easton: Were you aware of that?

230.	 Mr G Lavery: In 2010, I was aware 
that we were looking for a further 
improvement in AFBI’s financial 
management and, at that point, as 
Professor Kennedy outlined, we put in 
place a number of initiatives to improve 
it. Therefore, there was an improved 
position with regard to the number of 
staff in the finance area. Subsequently, 
we undertook a strategic review of AFBI 
that put in place a revised management 
structure and, for the first time, created 
a single corporate affairs and finance 
director post at the same level as the 
deputy chief scientist post. That post 
was filled in January 2013. We also 
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improved the overhead rate at that 
time. A number of initiatives brought 
forward definite improvements in the 
management of R&D and finance 
generally in AFBI.

231.	 Mr Easton: I am delighted that you took 
measures to improve things, but you 
were in charge of finances from 2003 
to 2010, and you did not know anything 
about it until 2010. Is that not very 
poor?

232.	 Mr G Lavery: It would have been, if —

233.	 Mr Easton: So you are admitting that it 
was very poor.

234.	 Mr G Lavery: No, I am not admitting 
that. Let me explain. In 2003-04, we did 
the preparatory work to set up AFBI, which 
came into being on 1 April 2006. One of 
the weaknesses that existed at that point 
was the need to further develop the 
costing system, and that was recognised 
in AFBI’s business plans. In some ways, 
that shows the system working. It was 
recognised as a weakness; it was 
surfaced in the business plan; it was not 
addressed fully until 2010 with the 
strategic cost model.

235.	 Mr Easton: Why did you not address it 
until 2010?

236.	 Mr G Lavery: The very brief answer is 
that other issues took priority.

237.	 Mr Easton: So this was not important to 
you?

238.	 Mr G Lavery: This was important and, 
with the benefit of hindsight —

239.	 Mr Easton: It was not important enough, 
because there were other priorities.

240.	 Mr G Lavery: At the point when we 
established AFBI, as I mentioned earlier, 
the issues were multiple in trying to 
move around 800 staff. The largest 
NDPB in Northern Ireland since the 
1970s was created in 2006, with no 
additional staff for corporate services in 
either AFBI or the Department. In 2006, 
we were operating under a policy, which 
people may recall, called Fit for Purpose, 
which put a cap on the number of civil 
servants. Therefore, we did not have the 

headroom simply to employ additional 
people to deal with the additional 
workload. That created a pressure in 
the Department and AFBI to address 
the numerous issues arising from 
setting up a new organisation. We had 
to absorb the staff from the Agricultural 
Research Institute, who had not been 
civil servants. Their pensions and their 
terms and conditions had to be sorted 
out, and all of that fell on the corporate 
service team and the finance team in 
AFBI, and the sponsor branch in DARD. 
I am certainly not trying to minimise 
the importance of the costing work, but 
that is the context in which people were 
working.

241.	 Mr N Lavery: May I come in, Mr Easton, 
having looked at this afresh? It is a 
point that I tried to make earlier. AFBI 
was set up with financial systems 
similar to the Department; it goes down 
to cost centres and individual branches. 
The chief executive of AFBI was 
assessing the projects, and the Audit 
Office quite rightly made the point about 
cost overruns on individual projects. 
That is because it was being managed 
by cost centre and by the budget area. 
If a budget area did not have the money, 
they could not have taken forward the 
project. That was not broken down to 
individual project level. That is the point 
that we are trying to get across.

242.	 AFBI lived within its overall budget. 
Individual budget areas within AFBI, on a 
functional basis, lived within their overall 
budget and would have had to justify 
any increase to Professor Kennedy and 
his predecessor. The Audit Office quite 
rightly made the point that it was not 
managed at individual project level. Was 
there a loss? I do not know, because 
that information was not there. Were 
there some benefits to projects that 
were continuing? Absolutely.

243.	 The report goes into the projects that 
were stopped. We now have a system 
whereby there is a commission by DARD, 
and costs are collected and managed 
appropriately by AFBI. As I have said, I 
have put an extra measure on Professor 
Kennedy to report to me on his 
stewardship of R&D expenditure. I think 
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that the core problem was not managing 
at a project level on R&D but managing 
on a financial basis at cost centre level.

244.	 Mr Easton: Why were projects not ring-
fenced?

245.	 Mr N Lavery: I think that was because 
it was managed on a functional 
basis. Projects were ring-fenced. As I 
understand it, Professor Kennedy and 
his predecessor were getting information 
on individual projects and the benefits 
of those, along with recommendations 
on whether that project should continue. 
The financial information was at budget 
area level, but not at individual project 
level. You are quite right that it should 
have been at individual project level.

246.	 Mr Easton: Were your costs not 
spiralling out of control?

247.	 Mr N Lavery: No, because, having 
looked at it afresh, AFBI had to live and 
manage within an overall budget, which 
it did.

248.	 Mr Easton: OK. Back to you, Gerry. Why 
did your Department not request basic 
cost information on a regular basis for 
R&D projects that you were funding? 
It appears that you were writing AFBI a 
blank cheque and not carrying out any 
basic monitoring to ensure that that 
money was being managed effectively. 
You monitored it only once a year, 
according to what you have said. Why 
were you not doing it a lot more than 
that?

249.	 Mr G Lavery: We were monitoring the 
overall expenditure of AFBI —

250.	 Mr Easton: Once a year.

251.	 Mr G Lavery: No, we were monitoring it 
monthly. There was a monthly financial 
report to the DARD board, which showed 
the overall expenditure in that month 
and in the year to date, broken down by 
management categories. That showed 
us that AFBI was living within the budget 
that had been determined at the outset 
of the year. What we did not have was a 
long list of all of the separate research 
projects, their individual costs, and 
whether each was proceeding within its 

original budget and the budget for that 
year. That was a failure, but we were 
managing the overall expenditure of AFBI 
within budget. AFBI itself was doing that 
too.

252.	 Mr Easton: Right, so you were 
monitoring it once a month.

253.	 Mr G Lavery: Yes.

254.	 Mr Easton: So why were you not 
requesting basic cost information for the 
R&D projects?

255.	 Mr G Lavery: We had a commitment in 
the business plan that we would make 
progress on what we call in finance 
systems a costing module — a way of 
costing each separate project. What you 
have to understand is that it is a large 
and complex organisation. Putting a 
costing module in place is a matter of 
being able to attribute every transaction 
in the organisation to a specific code 
that will reflect down to that project 
level. Today, the basic unit of business 
for AFBI is the project, so everything 
goes down to one or other project 
throughout the organisation, as far as 
humanly possible.

256.	 Mr N Lavery: If it helps the Committee, 
I think that the premise upon the 
setting up of AFBI, which goes to the 
structure that Gerry has described, was 
that the management of R&D projects 
was AFBI’s. It was AFBI’s project, and 
it was managing it. We were getting 
an assurance from AFBI and we were 
monitoring the financial information on a 
monthly basis, with quarterly monitoring 
etc. We have now moved to a system 
where we are commissioning projects, 
and AFBI is reporting the cost to us on a 
project-by-project basis. That is a much 
better place. In the customer/contractor 
element, we gave all the management 
to AFBI. We have now taken part of 
that back.

257.	 Mr Easton: Things have improved, but 
you allowed it go on for quite a long 
time.

258.	 Mr N Lavery: It did, but whether there 
was any loss to public funds is another 
point. The issue that the Audit Office 



51

Minutes of Evidence — 27 November 2013

identified was about the overhead rate. 
Again, we should not forget that a lot of 
the projects have delivered significant 
benefits.

259.	 Mr Easton: Nobody is disputing that. 
You talked about a loss of funds. There 
could be a loss of funds that you do not 
know about, or maybe that Gerry did not 
know about.

260.	 Mr N Lavery: That goes back to the 
point that the Audit Office raised on 
using the incorrect overhead rate. 
You are right: I do not think that the 
Department was aware of that. That has 
now been rectified.

261.	 Mr Easton: Do you not know how much 
was lost?

262.	 Mr N Lavery: The Audit Office identified 
£3·5 million. That was not on R&D 
within DARD. As I said, we think that 
about a third of that related to public 
sector work.

263.	 Mr Easton: So more could have been 
lost than you are aware of?

264.	 Mr N Lavery: No, we do not believe that 
more was lost.

265.	 Mr Easton: Are you 100% sure?

266.	 Mr N Lavery: We estimate that we 
“may” — to use the word of the Audit 
Office — have lost up to £3·5 million. 
Our view is that it is lower. The point is 
that that is income that could have been 
used by DARD and AFBI.

267.	 Mr Easton: Gerry, paragraphs 4.26 and 
4.28 tell us that, until 2011-12, there 
was an annual assessment by AFBI of 
the ongoing viability of DARD-funded 
R&D projects. However, that took no 
account of costs to date or likely future 
costs. How can you explain such poor 
standards of project management?

268.	 Mr G Lavery: As I said earlier, I accept 
absolutely that, had the assessment 
included explicit consideration of costs, 
it would have been a better, more 
rounded and more comprehensive 
assessment. That was not done. It 
was too late in coming into being. 
However, I do not want the Committee 

to conclude that that represented no 
programme or project management. The 
continuation of each project was subject 
to a rigorous annual assessment, which 
went beyond simply scientific merits and 
relevance to policy; it went into industry 
competitiveness and sustainability. As 
I said, they were also subject to the 
continuation of staff resource and time 
availability against other work priorities, 
which were all constrained by the overall 
budget. They were working with the 
overall budget available to the institute. 
Each divisional manager would have 
been looking at projects to consider 
whether they wanted to continue to 
invest in them, compared with the 
competing demands for staff time from 
elsewhere in their division. There was 
project management. As I said, it came 
to a head in a documented annual review.

269.	 Mr Easton: OK. You are saying that, 
because of all the work priorities, 
the changes that were going on and 
the staff time that had to be put in, 
things were not perhaps being done as 
effectively as they should. Did you never 
to think to discuss that with anybody at 
a more level senior to you?

270.	 Mr G Lavery: I will not be able to give 
you dates, for which I apologise, but 
there was close engagement between 
the departmental board and the board 
of AFBI throughout 2010. That led to 
requests from the departmental board 
for additional financial information. 
It led to an engagement around the 
strategic review carried out by KPMG 
consultants. It led to our assisting AFBI 
with implementing the results of that 
strategic review. Therefore, we took 
action to improve the overall structure 
of and financial management within 
AFBI and to ensure that the issue was 
properly addressed by both boards. Of 
course, it also came up at the annual 
accountability meetings between the 
chairman and the Minister and the 
annual discussion between the chief 
executive and me.

271.	 Mr Easton: So the Minister was aware 
of this?
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272.	 Mr G Lavery: The Minister would have 
been aware that there were areas that 
we wanted to improve.

273.	 Mr Easton: Who was the Minister at the 
time?

274.	 Mr G Lavery: The Minister of the day, 
in 2010, was Michelle Gildernew, 
and, since 2011, it has been Michelle 
O’Neill.

275.	 Mr N Lavery: On that point, a number 
of targets were set in AFBI’s business 
plan. On the line of questioning that you 
are going down, I repeat my point: a lot 
of it is about AFBI’s internal processes. 
From the viewpoint of sitting in the 
Department, it is absolutely our largest 
NDPB, but we take assurance from 
AFBI on its systems. I get a proactive 
assurance about the effectiveness of its 
systems. I just want to make the point 
that there is a shared responsibility.

276.	 Mr Easton: OK. In paragraph 4.26, we 
see that the final decision on whether a 
project should be extended rested with 
AFBI’s chief executive. Do you accept 
that that arrangement was completely 
inappropriate in that AFBI, as the 
contractor, had the final say in approving 
extensions to work being funded by the 
Department?

277.	 Mr N Lavery: I will bring Norman in on 
how we have amended that process. 
I am not sure that I would go so 
far as to say that it was completely 
inappropriate. In the model that was 
operating then, the management of 
R&D had been devolved. There are 
lots of experiences and systems in the 
public sector where something that has 
been your responsibility is devolved 
to an arm’s-length body. That is right 
and appropriate. The Department of 
Enterprise, Trade and Investment (DETI) 
devolves a lot of its work on industrial 
development to Invest NI. There are 
systems of delegations and assurances, 
and they were in place. We have moved 
to a model for the customer/contractor 
element that I think is better. AFBI 
makes proposals to the Department, 
which appraises those and then 
commissions the work. I think that that 

is a better system. Norman, do you want 
to add anything on that?

278.	 Mr Fulton: From 2006 to 2010, the 
initiation of projects came from AFBI 
to the Department. The Department 
considered those projects and whether 
they met our strategic objectives in 
respect of the benefits relating to 
innovation that they would generate 
for the industry, or policy benefits they 
would generate for the Department. 
Then a decision was taken on whether 
to allow AFBI to proceed with those 
projects. Once that permission was 
given, the responsibility for the conduct 
of the research came back to AFBI, and 
that is where it resided.

279.	 In 2011, we introduced a new system 
whereby the initiation of the project 
came from the Department, and AFBI 
was asked to respond to that call for 
research. It was a different approach. 
Under the system that we have currently, 
we have a number of policy leads within 
the Department. They own the research 
that they are commissioning, and they 
receive regular reports from the project 
lead in AFBI on the progress of that 
research and whether it is meeting 
milestones, keeping to budget and 
keeping to time. There is proactive 
management of those individual 
projects. So a different system has 
been put in place in the Department to 
manage its overall R&D portfolio.

280.	 Mr Easton: Gerry, in paragraph 4.12 we 
learn that, following completion of the 
C&AG audit, AFBI informed the NIAO that 
its estimate and expenditure figures 
for R&D projects had not included 
staff overheads. Does that not provide 
further evidence of the unreliability 
of management information and poor 
financial management in AFBI?

281.	 Mr G Lavery: The cost estimates in the 
table at figure 9 excludes overheads, 
and those in figure 10 include them. I 
do not want to get engaged in taking 
you through the detail of the tables, but 
I think that the key point is that those 
costs and variances should have been 
managed. We have moved on and we 
now have a change control process, 
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which should result in any change to 
the duration of a project, its objectives 
or costs being clearly and transparently 
discussed between AFBI and the 
Department, and an objective decision 
reached.

282.	 Mr Easton: If I ran an office — I do — 
when I added all my bills together, I 
would include what I pay my staff, what 
they do and all the functions. Why did 
AFBI not do that?

283.	 Mr G Lavery: Without going too far into 
it, as you can see, the source for the 
tables is the Audit Office, based on 
AFBI records provided in the course of 
the audit. I believe that the Audit Office 
derived the tables from a number of 
sources. AFBI was not asked to provide 
the complete costs of R&D projects. 
Therefore, the table derived does not 
contain the overhead costs, hence the 
issue around figure 10 putting those 
overhead costs in. The costs were 
available, as I understand it, from AFBI 
and they were added to give a more 
complete picture in figure 10.

284.	 Mr Easton: Yes, but they were not added 
in at the time.

285.	 Mr G Lavery: The request was not 
made for information in that form, as I 
understand it.

286.	 Mr Easton: That should not have to be 
requested; that should automatically be 
done. Do you not agree?

287.	 Mr G Lavery: Unfortunately, the 
information was asked for in a particular 
format, as I understand it.

288.	 Mr Easton: I know but, if you are running 
a business, you always have all your 
costs. That is common sense. I am not 
a businessman, but that is common 
sense.

289.	 Mr N Lavery: To go back to the general 
premise behind your point, which is 
that the overheads should have been 
included in the project costs, you are 
absolutely right.

290.	 Mr Easton: Right. That is what I wanted 
to know.

291.	 Mr N Lavery: We have absolutely 
accepted that point, and the new costing 
model will do that in a much more 
sophisticated way, breaking it down into 
activity areas.

292.	 Mr Easton: So why was it not included?

293.	 Mr N Lavery: I think that that is really a 
question for Professor Kennedy.

294.	 Professor S Kennedy: First, I would like 
to apologise to the Audit Office and the 
Committee for any confusion caused by 
AFBI. The Audit Office asked for the 
figures used in figure 9, but we did not 
actually supply the compliance set of 
data that the Audit Office put into that 
figure. We informed the Audit Office that 
we believed that the figures used in 
figure 9 in the draft report were incorrect, 
and we formally communicated that to 
the Audit Office during the first round of 
clearing the first draft of the report. In 
the second draft, the Audit Office said 
that cost estimate figures did not include 
staff overheads, and AFBI again flagged 
the incorrect figures. At third draft, the 
Audit Office amended paragraph 4.12 to 
reflect the correct position, but did not 
amend figure 9 to be consistent with 
that corrected information. I am not 
trying to apportion blame or anything; I 
am simply giving the detail of the history 
of the communications. Again, I 
apologise if any of the confusion was 
caused by AFBI.

295.	 Mr Easton: Do you know how many of 
the projects fell under the full appraisal 
threshold under the initial estimates?

296.	 Professor S Kennedy: Which projects?

297.	 Mr Easton: All of them.

298.	 Professor S Kennedy: A number did, 
and post-project appraisals have now 
been completed for all the R&D projects. 
However, at the time of the audit, those 
had not been completed for all of them.

299.	 Mr Easton: You said “a number”. Do you 
know how many?

300.	 Professor S Kennedy: I cannot give you 
the details of the number off the top of 
my head.
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301.	 Mr N Lavery: We can write to the 
Committee with that. I think that what 
was missing was a proper change 
control process in the management of 
those projects. My understanding was 
that the appraisals were done at the 
proper threshold, then costs increased, 
but that there was not an addendum 
or that was not reflected in a proper 
change control process. That is how 
such projects should be managed and 
that is the process that we have in place 
now. Is there anything that you want to 
add to that to give assurance, Norman?

302.	 Mr Fulton: The appraisal is supposed 
to be a living document, so any changes 
to the project in costs, deliverables, etc 
should trigger a reconsideration of the 
appraisal and an addendum or a re-
examination of the appraisal to confirm 
that the project continues to represent 
value for money. That is the process that 
we now have in place.

303.	 Mr Easton: OK. I am getting to my 
last question, you will be glad to hear. 
Gerry, paragraph 4.15 tells us that, 
before 2011-12, AFBI did not record 
specific estimated start and end dates 
for projects, which makes it difficult 
to quantify the expected duration of 
projects and whether they were delivered 
against set timescales. Why were your 
project management processes so 
clearly inadequate?

304.	 Mr G Lavery: I think that it is more 
appropriate for Professor Kennedy to 
answer that.

305.	 Professor S Kennedy: It is correct 
that, for the individual projects, an 
actual date was not specified; it was 
a beginning year and an end year. The 
end year was always taken as 31 March, 
the end of the financial year. From our 
time and task recording systems, we 
could have identified when work started 
on a project, but the actual date was 
not recorded in the individual project 
evaluation forms.

306.	 Mr Easton: Why?

307.	 Professor S Kennedy: It should have 
been recorded in more detail, but it was 
not. Essentially, we continued with the 

system that had been used before in 
those years. However, since 2011, the 
detail of start dates has been included 
in the projects, and there is a specific 
schedule for reporting each quarter 
on every individual project both on the 
scientific achievements or progress of 
the project and the financial aspects of 
it. We have corrected that.

308.	 Mr Easton: Do you accept that it was 
very poor practice?

309.	 Professor S Kennedy: It certainly was 
not best practice.

310.	 Mr Easton: Who knew about it when it 
was going on?

311.	 Professor S Kennedy: All the project 
leaders who completed their forms knew 
about it, their heads of branch knew 
about it, and the senior management 
team would have known about it. 
However, the actual start date was not 
formally recorded on the form.

312.	 Mr Easton: Gerry, did you know at the 
time?

313.	 Mr G Lavery: There would have been no 
reason for those forms to be submitted 
to the Department at that stage. I do not 
think that we would have focused on that.

314.	 Mr Easton: Would you not be concerned, 
as a Department, that there were no 
start dates and end dates?

315.	 Mr G Lavery: That is a different question.

316.	 Mr Easton: No, it is not.

317.	 Mr G Lavery: With respect, the issue is 
that, as Professor Kennedy pointed out, 
a large number of people completed 
the forms, but they did not attach 
importance to precisely recording the 
start date at that time. Sitting here 
today, with the benefit of hindsight and 
with a focus on how long projects are 
approved for, yes, you would want to 
have a precise start date and end date. 
As Mr Fulton pointed out, there is also a 
requirement for a proper change control 
process for moving either of those 
dates, particularly the end date. So, 
yes, we attach importance to that, and 
we should have attached importance 
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to it before. I understand that it did not 
acquire that importance at the time.

318.	 Mr N Lavery: I just want to make a 
final point on that, Mr Easton. I have 
previously made the point that, for an 
NDPB within a large Department, you 
take assurance that the organisation 
has systems in place through quarterly 
and annual assurance statements. 
You would expect that sort of thing to 
be picked up through an internal audit 
system or an assurance. I just wanted to 
make that point. I am content with the 
system that we have now.

319.	 Mr Easton: According to paragraph 
4.15, it was not possible to accurately 
identify the expected duration of the 
125 projects examined by the C&AG. 
Can you provide us with more accurate 
figures?

320.	 Professor S Kennedy: Yes. We can look 
at each individual project and send you 
whatever information we can about them.

321.	 Mr N Lavery: Some of the projects 
will have been completed, so we will 
be able to give you the finalised date, 
and some will have had a post-project 
evaluation done. The new projects are 
commissioned by DARD.

322.	 Mr Easton: OK. You will be glad to hear 
that that is the end. Thank you.

323.	 Mr Rogers: Mr Lavery, I will look 
particularly at the seed potato aspect 
and at R&D in that area. First, I should 
acknowledge the great work done in 
the Loughgall breeding programme. I 
acknowledge that it takes over 15 years 
for a new seedling to get to market level 
and that, perhaps, 26 new varieties 
have been registered. It is important 
to put these things on record, because 
some people will take the comments 
and views expressed by the Committee 
as a lambasting of the project and 
its outcomes. It is important to 
acknowledge the good work that people 
are doing.

324.	 Having said that, I listened to what has 
been said today. Why, until fairly recently, 
have the recommendations of the 

Westminster PAC report, published in 
1995, been largely ignored?

325.	 Mr N Lavery: I am not sure that I would 
accept that they have been largely 
ignored. Can I make a couple of points? 
Thank you for your comments about 
the work of AFBI in this area. I will bring 
Norman in later.

326.	 Following the 1995 report and the loss 
of a commercial partner, the Department 
commissioned an external review — the 
Quinn report — in 2005, which made a 
number of recommendations, including 
that the Department should continue 
to support but reduce its contribution 
progressively over time. The report also 
suggested that the Department should 
continue to promote research and plans 
for successful marketing. It also made 
the point that cessation of the project 
would have a traumatic effect on the 
sector.

327.	 The Department did its own economic 
review on the back of that report and 
put in place a new scheme with a new 
commercial partner. What we have now 
is a new scheme with a new commercial 
partner. Our objective is for full cost 
recovery; that is the key basis. I think 
that the premise of your question is 
about the success of the project and 
the costs. That is why we aim to get to 
a position of full cost recovery. Was that 
what you were getting at?

328.	 Mr Rogers: You can come in later, Mr 
Fulton. When I look at the two reports, 
I see that, in 1995, there was great 
concern that the Department had spent 
£45 million on R&D without a strategic 
plan. I listened to the answers to many 
of the questions today and I do not see 
great evidence of a strategic plan.

329.	 Another issue is that there was limited 
economic appraisal. Page 42 of the 
Northern Ireland Audit Office report 
gives an analysis of the appraisals and 
says that only 21% of full economic 
appraisals were completed. You also 
touched on the relationship between 
customers and contractors, but I am 
just not convinced that you have really 
taken the recommendations of the 1995 
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report on board. A lot of those things 
are coming back up again.

330.	 Mr N Lavery: I want to make sure that 
I give you a clear answer, Mr Rogers. 
Are you talking about the seed potato 
project or the other recommendations in 
the 1995 report?

331.	 Mr Rogers: I am talking about the 
potatoes. However, when you look at the 
broader picture of economic appraisal —

332.	 Mr N Lavery: OK. I am content that, 
in relation to economic appraisal, 
the Department’s appraisal systems 
are now robust. I can give you that 
assurance. The report talks about 
pro-forma and full economic appraisal. 
The issue is that there should be a 
proper and proportionate appraisal. The 
Department undertakes those. I can 
give you that assurance.

333.	 On the seed potato project; Norman, 
do you want to talk about the work that 
has been done on appraisal and how we 
have got to where we are now?

334.	 Mr Fulton: Yes. The recommendation 
connected with this particular project in 
the1995 Westminster PAC report urged 
the Department to put in place:

“robust controls to prevent long-term research 
projects continuing indefinitely where they are 
not delivering results”.

335.	 What was put in place after that was 
the annual review process that we 
discussed earlier whereby each project 
would have been subject to an annual 
review that looked at the progress of 
work during that year, what was achieved 
and the programme for the coming year 
etc. Those systems were put in place.

336.	 On the issue of:

“where they are not delivering results”,

337.	 you indicated that this project has been 
delivering results in producing varieties 
of potatoes. It stands up very well in 
international comparisons. Since 1999, 
on average one new variety has been 
registered per annum. From a research 
perspective, it has been delivering. The 
difficulty and challenge has been in 

taking the research and commercialising 
it. That is part of what the Quinn report 
was about. However, the Quinn report 
pointed out the importance of that 
programme. To quote from the report:

“Without the benefits of new varieties from 
the breeding programme the seed, ware and 
processing sectors would continue to decline. 
Cessation of breeding activities would have 
a traumatic effect on the sector, including 
creating massive problems for packers and 
possibly processors in the future.”

338.	 Therefore, there was great support 
for this programme, and stakeholder 
support for the programme continues. It 
is the commercialisation that has been 
a challenge. That was put in place from 
2010 and, hopefully, we will see the full 
fruits of that in due course.

339.	 Mr Rogers: I acknowledge that you 
put robust controls in place. Paragraph 
4.20 of the NIAO report suggests that it 
took until 2004, nine year after the PAC 
report, to put those controls in place. 
Why was that?

340.	 Mr Fulton: The controls were put in place 
very soon after the 1995 PAC report. I 
think that our internal audit recorded 
that it was fully implemented in 1997. 
So, the controls were there for the 
research project and there was a 
commercial partner in place until I think 
2003, 2004 or 2005. Something like that.

341.	 Mr G Lavery: It was 2005. It gave notice 
of its withdrawal in 2003.

342.	 Mr Fulton: Yes. So, the controls were 
there for the conduct of the project.

343.	 Mr Rogers: I am sure that as well as the 
controls there would have been ongoing 
evaluations. However, according to the 
report, it was 2004 before consultants 
were put in place to assess the 
“ongoing viability”.

344.	 Mr Fulton: They were brought in to have 
a slightly broader look. The Quinn report 
really looked at the relevance of DARD’s 
support to that sector in the round. Of 
course, this is one aspect of it. From 
then on, a series of actions were taken 
to secure a commercial partner to take 
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the results from the research project 
and start to bring them to the market.

345.	 Mr Rogers: This is extremely important 
as we try to harness the potential of the 
agrifood strategy and everything that is 
coming up. However, paragraph 4.24 of 
the NIAO report suggests that, despite 
that significant investment in the project, 
seed potato production in Northern 
Ireland decreased from 55,000 tonnes 
in 1994 to just over 20,000 tonnes. 
Why has the project failed to deliver 
tangible market success?

346.	 Mr Fulton: I think that we need to 
look at what has been achieved and 
what has come out of the programme. 
Between one fifth and one quarter of 
the ware potato sector is served by the 
Navan variety, which was a product of 
this research programme. That is a very 
significant success, and Navan is also 
a very important variety in the Republic 
of Ireland. Further, about 21% of the 
projected variety seed area comes from 
varieties from the AFBI programme. So, 
it has had success and we hope that it 
will have greater success. That is the 
important thing in all this.

347.	 Mr Rogers: We seem to have missed 
the boat on a couple of varieties 
with potential in the European or 
Mediterranean markets.

348.	 Mr Fulton: Yes a couple of varieties 
featured in the farming press in recent 
weeks where great potential is seen 
from the commercial partners in trying to 
take those forward into the marketplace, 
so that potential is still there.

349.	 Mr Rogers: Paragraph 4.24 of the report 
mentions a lack of documentation which 
means that AFBI is unaware of the total 
cost of its project. It states that:

“Available documentation indicates 
expenditure of at least £7·2 million on the 
programme since 1982”.

350.	 Can you provide more clarity on the total 
cost of the project?

351.	 Mr Fulton: I think that costs can be 
provided back to the creation of AFBI. 
That is not a difficulty. Currently, the 
combined commercial and strategic 

programme cost comes to about 
£500,000 per annum. It is difficult for 
the Department to go back to the early 
1980s and beyond.

352.	 Mr Rogers: Paragraph 4.21 states that 
consultants identified a need in 2005 
for an increased commercial focus 
on the potato-breeding programme, 
improved marketing and a reduction in 
DARD’s funding. However, in reading 
paragraphs 4.22 and 4.23, we learn 
that delays in appointing commercial 
partners meant that DARD continued 
to fund the full project cost until 
September 2012. Have the new 
arrangements helped to deliver improved 
performance and value for money?

353.	 Mr Fulton: A new commercial partner 
was identified and the contract has 
been in place since October 2010. That 
offers a route to try to take the product 
flowing from the research programme to 
the market place. That is where the true 
value of the research will be reflected in 
due course. As I said, there have been 
successes from the programme. The 
single variety Navan is a very important 
variety in our domestic market now.

354.	 Mr Rogers: Following publication of 
this report, the Committee received 
correspondence from representatives of 
the seed potato industry. Their particular 
concern was the failure to ensure that a 
commercial partner was in place to help 
promote and market AFBI-bred varieties. 
I think that for only 11 years out of 
the 56 years of the project there was 
delivery on that. How do you respond to 
those concerns?

355.	 Mr Fulton: I think that a commercial 
partner was in place from 1990 through 
to 2004. The commercial partner 
withdrew at that stage, so there was 
a break from 2004 to 2010 until 
a new commercial partner was put 
in place. So, there have been links 
with commercial partners for some 
considerable time.

356.	 Mr Rogers: Paragraph 4.44 states 
that in March 2012, DARD completed 
a review of 79 ongoing R&D projects, 
which resulted in two thirds of them 
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being immediately terminated. Actually, 
the figures show that only 20% of 
projects continued. What were the 
66% of projects that were terminated 
costing?

357.	 Mr N Lavery: I am not sure. We would 
have to write to you and give you the 
individual costs because we would need 
to ramp all of those up. The point I am 
making, and Norman or Seamus may 
want to come in, is that at that time 
we were developing our evidence and 
innovation strategy, so it not surprising 
that, having looked at that, we decided 
that a number of those projects did not 
fit that strategy. Is there anything else 
that you want to say on that?

358.	 Mr Fulton: If you look at the number of 
projects that were ceased at that point, 
we brought 52 of the 79 to a conclusion. 
Of those 52 projects, 40 had completed 
their experimental phase, so they were 
given a clear timeline to complete the 
write-up and then bring them to a close. 
It did not mark massive shift in those 
particular projects. When we published 
our evidence and innovation strategy 
in 2009, we clearly stated that, almost 
certainly, we would have to redirect 
and refocus our overall R&D agenda, 
particularly to increase our focus on 
environmental issues and increase our 
research evidence base around rural 
development. Those were specific areas 
in which we stated that we wanted to 
increase the research effort. Obviously, 
within a finite research budget, that 
would require a refocusing and a 
reprioritisation. We always recognised 
that that would have to take place.

359.	 Mr Rogers: Was it not quite drastic 
action to close down two thirds of the 
projects at that stage?

360.	 Mr Fulton: As I indicated, 80% of 
those that ceased had completed their 
experimental phase. Nothing was lost 
from that work. We simply asked AFBI 
to complete the write-up, which brought 
them to a close at that point.

361.	 Mr Rogers: What happened to the staff 
involved in the research work at that 
stage?

362.	 Mr Fulton: Effectively, they were 
redirected to the new evidence and 
innovation programme and the research 
projects that were commissioned under 
that programme.

363.	 Mr Rogers: I have one more question 
for Gerry. Something jumped out at me 
about project management when you 
were answering Mr Easton. You said 
something along the lines that it was not 
that there was no project management. 
That is a scary statement. Who was the 
project manager at that stage, and who 
was his or her superior?

364.	 Mr G Lavery: That would be for Dr 
Kennedy to respond to.

365.	 Professor S Kennedy: Each project 
had a project leader, as we call them 
in AFBI. They were the project manager 
for each individual project. The project 
leader was responsible for producing 
an annual progress report on each 
project. The projects in a particular 
branch were approved or commented 
on by the branch head. There would 
have been comments about whether 
the achievements were good during the 
year and whether a project was behind 
in its timescale etc. The various projects 
from the individual branches were 
submitted to the head of division, who 
again reviewed them and commented. 
Finally, there was an annual research 
review with the chief executive, who, 
with the head of division, and, very 
often, the project leader depending on 
the circumstances, looked at the detail, 
such as whether the milestones that 
were set out to be achieved during the 
year were achieved and the prospect 
for future progress in the following year. 
On the basis of that assessment, a 
decision was made to allow the project 
to continue for another year or to allow 
it to stop the experimental stage and 
move into what we call the writing-up 
phase. That is simply a phase in which 
no work is carried out; it is the period in 
which technology transfer to the industry 
would be carried out. Perhaps popular 
articles or scientific articles would be 
written and sent off to journals etc. That 
was the basic process.
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366.	 Mr Rogers: Were any concerns 
expressed about the oversight process? 
Who was monitoring it? Was it just the 
project leader?

367.	 Professor S Kennedy: Do you mean —

368.	 Mr Rogers: Take, for example, the seed 
potato. Do we have one project manager 
over that thing completely?

369.	 Professor S Kennedy: Yes. In general, 
there is one potato expert. They are 
basically an expert breeder. As you 
indicated earlier, the scientific output 
from that programme has been very 
good. In terms of international rankings, 
it has averaged about one new variety 
per year. Mr Fulton has referred to 
some of the figures for Navan and other 
varieties in the industry.

370.	 Mr Rogers: Even taking something 
like the marketing of the product into 
account, the concern is that 20,000 
tons are being produced now as 
opposed to 50,000 tons. How did that 
raise its head in the system and what is 
being done about it?

371.	 Professor S Kennedy: That leads into 
the commercialisation aspect, because, 
essentially, AFBI has been producing 
the potatoes. Norman Fulton described 
the process and the various stages 
of commercialisation with various 
companies. There were a number of 
periods when there was no commercial 
partner, some periods when there were, 
leading up the Quinn report, and there is 
the current contract with Potato Partners 
Northern Ireland.

372.	 Mr Rogers: Why are we losing out to 
Europe on that? Why are we not still up 
there as a major seed potato producer?

373.	 Professor S Kennedy: As an economist, 
Norman could probably answer that 
better than me.

374.	 Mr Fulton: It is because of the broader 
developments in the industry. In 
Northern Ireland agriculture generally 
over the past 20-odd years and more, 
we have moved increasingly towards 
grassland agriculture and more 
specialised units and away from the 

small-scale seed potato enterprises on 
individual farms that you had 20 or 30 
years ago. The cropping sector more 
generally has contracted compared to 
what it was 20-odd years ago. These 
underlying trends are happening, 
and there are particular difficulties 
in the seed potato sector. It always 
had difficulties, as was pointed out 
in the Quinn report, with small-scale 
fragmentation and lack of marketing 
expertise. So, you had those underlying 
difficulties as well. A research 
programme would not necessarily halt 
the decline of the seed potato sector, 
nor would it lead to a resurgence in the 
sector. However, it was one important 
aspect that would contribute to a 
future in seed potato production. The 
important strategic advantage that 
Northern Ireland has is that it is one of 
the few high-grade seed potato areas 
in Europe because of the plant health 
status here. There is potential for the 
sector, and that was recognised in the 
Quinn report.

375.	 Mr Hazzard: Thanks, guys, for the 
information to date. I will pick up on 
an area that Sean was getting into: the 
projects that were axed. You said that 
they were maybe in the experimental 
stage anyway. Is it not fair to suggest 
that one of the reasons why they were 
axed was because, for so many years, 
R&D was not linked to the strategic 
and long-term aims of DARD and that 
the projects were simply not important 
enough to go on?

376.	 Mr N Lavery: I take your point, and that 
is why I referenced the evidence and 
innovation strategy. It is probably going 
too far to say that they were not linked 
to DARD’s aims and objectives, and the 
report raises issues with the corporate 
planning. That is too far. When we 
brought in the evidence and innovation 
strategy, we had a look at the individual 
projects. Norman, do you want to add 
anything to that?

377.	 Mr Fulton: Yes. It might help the 
Committee if I explain the processes 
that existed from 2005. From then, 
the initiation of project proposals 
came from AFBI, but they came to the 
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Department and went to the relevant 
policy lead in the Department, who 
considered them in the context of 
DARD’s strategic priorities and the 
potential benefits to either the industry 
or to DARD from a policy development 
implementation review perspective. That 
person looked at the costs and made a 
recommendation, which then went to the 
DARD strategy board, which was headed 
by the permanent secretary, and it took 
a decision on the conduct and either 
approved that project or did not.

378.	 I will give you some context. In the 
period from 2006 to 2010 when we 
changed to a different process, about 
90 projects came forward from AFBI. 
Of those, only 54 were approved by 
the Department. So, there was strong 
scrutiny of the proposals coming from 
AFBI, and they were very much tested 
against the DARD strategic priorities. 
That process was very firmly in place.

379.	 Mr Hazzard: What criteria did DARD use 
to judge the projects as being either 
strategic or non-strategic?

380.	 Mr Fulton: There was, if you like, a 
scoring mechanism in place to help 
policy leads decide on a proposal 
coming forward. It looked at the 
proposal’s relevance to DARD’s strategic 
priorities, to the industry and to policy 
development implementation. So, there 
was a scoring mechanism to try to guide 
the policy leads through the process.

381.	 Mr Hazzard: So, for any project to get 
through, it must be part of DARD’s 
strategic vision?

382.	 Mr Fulton: Yes, it had to be linked to 
strategic priorities for the Department.

383.	 Mr Hazzard: So, 52 projects that were 
part of DARD’s strategic vision were 
binned. I do not see the correlation. To 
me, it highlights the fact that too many 
projects were not aligned to DARD’s 
strategic vision. They were low priority 
and did not fit into the bigger picture; 
so it was cost-effective to bin them at a 
certain stage.

384.	 Mr Fulton: As I say, 80% of the projects 
that were ceased had completed their 
experimental phase and were only then —

385.	 Mr Hazzard: What does that mean in 
cost terms? Is that the most expensive 
stage?

386.	 Mr Fulton: It is.

387.	 Mr Hazzard: So most of the money had 
been spent already.

388.	 Mr Fulton: That is right. Effectively, they 
had completed the experimental stage, 
and it was then a case of giving them 
a firm timeline to complete the write-up 
process and move on. That certainly 
was in place.

389.	 Mr Hazzard: Do we know the value of 
those 52 projects and the money spent?

390.	 Mr N Lavery: As I said earlier, we will have 
to write to the Committee about that.

391.	 Mr Fulton: Moving on to the system that 
we put in place from 2011 —

392.	 Mr Hazzard: Before you do so, I am 
perturbed that, for many years, these 
low-priority projects went through. What 
role did Queen’s have in the project 
management or oversight of any of 
those projects?

393.	 Mr Fulton: They were AFBI projects.

394.	 Mr Hazzard: They were strictly AFBI 
projects, so DARD had overall oversight 
then.

395.	 We talked briefly about project 
management today. Can somebody 
break down the team for me? Who 
was at the top? What level was 
underneath that? Who was ultimately 
responsible? You might argue that 
project management was in place, but 
if that was the case, those involved 
— and this is how it looks to many of 
us and the Audit Office — must have 
been sleeping at the wheel, because 
for so many projects to go through and 
then, inevitably, not go anywhere was a 
serious waste of public money. I would 
like to get a good picture of what that 
project management looked like.

396.	 Mr Fulton: In AFBI?
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397.	 Mr Hazzard: Yes. Who was responsible 
for the DARD-funded R&D projects going 
through?

398.	 Mr Fulton: During the operation of the 
old process, a project was initiated 
following proposals from the AFBI project 
leader. That then came to the policy 
lead in the Department to be considered 
and scored. It then went to the strategy 
board, and a decision was taken there 
on whether to approve it. It then went 
back to AFBI, which had responsibility 
for delivery of the project. I will hand 
over to Seamus, who can describe the 
internal processes in AFBI.

399.	 Professor S Kennedy: As I mentioned 
earlier, for each project, there was a 
project leader, who was essentially the 
project manager. They had a number 
of staff, depending on the size of the 
project, who carried out the practical 
work. Going back to your earlier point, 
40 of those 52 projects were stopped 
because they had come to the end of 
the road anyway; they were finished. The 
practical work had all been done. The 
main expense had been incurred at that 
stage.

400.	 Mr Hazzard: They had no value, then, 
going forward?

401.	 Professor S Kennedy: No. Those 
projects had gone through the 
beginning, the middle and the end. The 
experimental work was complete. They 
were normal projects.

402.	 Mr Hazzard: That is what I am saying: 
going forward, they were of no value to 
DARD.

403.	 Professor S Kennedy: No. The work 
covered by many of those projects would 
have been taken forward under new 
projects with, for example, a slightly 
different focus. Take, for example, 
tuberculosis: that is a long-running 
issue, and we have a longstanding 
programme of TB research. A project 
would typically run for three years, and 
then there would be another project, 
depending on the results coming out of 
the first project. So, I do not think that 
it is true to say that they had no value; 
they had a value.

404.	 Mr Hazzard: I take your point. Perhaps 
that is not reflected in what we thought. 
I am still getting my head around the 
fact that the projects were going through 
the project management process and 
annual reviews always in the belief that 
they would get to the writing-up stage.

405.	 Professor S Kennedy: Yes.

406.	 Mr Hazzard: So, for some reason, it 
was decided that there was no point in 
sending those projects through because 
there was no value in doing so.

407.	 Professor S Kennedy: It depended a lot 
on the individual projects. It depended 
on the nature of the work and when 
results that were worth writing up 
arrived, because it was not the case that 
you would always wait until completion 
of the experimental phase and only then 
start to write up.

408.	 Mr Hazzard: It may be helpful if the 
Committee received a list of any of 
those 52 projects that you are talking 
about that fed into a different project or 
was worthwhile. I do not think that the 
public would see it that way unless they 
saw that a particular project fed into a 
particular line of investigation. That may 
be helpful.

409.	 Professor S Kennedy: I just to want to 
add that post-project evaluations have 
been completed on all those projects 
showing their value.

410.	 Mr N Lavery: That is the point that I was 
going to make.

411.	 Mr Hazzard: AFBI was established in 
2006, but it was only in 2010 that 
the call for research was issued and 
designed to ensure that the R&D 
programme was driven by DARD. Was 
that call for research restricted to AFBI?

412.	 Mr Fulton: Yes.

413.	 Mr Hazzard: Why not put it out to the 
wider market?

414.	 Mr Fulton: We have a requirement to set 
a work programme for AFBI. It is setting 
the part of the work programme that is 
associated with R&D. The other part is 
obviously the diagnostic analytical work 
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that AFBI would carry out for us. This is 
one part of the overall equation, if you 
like, for setting a work programme for 
AFBI going forward.

415.	 Mr Hazzard: OK. No problem.

416.	 Again, given that it was implemented 
only in 2011-12, why did it take 
DARD so long to assume the lead in 
commissioning that R&D work from AFBI 
despite the fact that DARD was paying 
millions of pounds annually for it?

417.	 Mr Fulton: It was a different system 
that we introduced. That is not to say 
that the previous system was wrong 
per se; it just had a different way 
of managing the research. So, we 
moved to a system whereby, under the 
evidence and innovation strategy, we 
wanted to be in the driving seat when 
it came to shaping the overall research 
programme to ensure that it was policy-
led and policy-directed, and also that 
there was appropriate coverage of the 
research, right across all our strategic 
interests, so that, rather than reacting 
to proposals that came to us, we would 
steer the research agenda. That was 
something that we envisaged coming out 
of the evidence and innovation strategy. 
As I mentioned earlier, we recognised 
that it would probably mean increasing 
our research efforts in certain areas, 
such as environmental issues and the 
broader rural development and rural 
agenda. Those areas may not have 
received sufficient research efforts when 
we were reacting to proposals because 
we were not steering the overall agenda.

418.	 Mr Hazzard: OK. Looking at it now, it is 
obvious that DARD must take a much 
stricter line on that. Projects that go 
through must tie in with the strategic 
long-term aims of DARD. Again, I wonder 
what particular lessons were learned 
from that period. What are the standout 
changes or evolution that is has 
acquired so that we can have confidence 
going forward?

419.	 Mr Fulton: We now have in place quite a 
sophisticated architecture to guide our 
annual commissioning process. We have 
four programme management boards, 

which are each linked to one of the four 
strategic pillars of the Department. 
There is an annual process by which 
PMBs sit and consider evidence gaps. 
They also have a very strong stakeholder 
engagement process. We have an 
annual stakeholder conference to 
consider proposals that come forward 
from the PMBs. In some ways, it is 
a competitive process because each 
of the PMBs would probably like to 
commission more research than we can 
afford. So, overall prioritisation takes 
place in an overarching evidence and 
innovation priorities group. The four 
PMBs feed their proposals into that. We 
seek a response to our annual call from 
AFBI. Effectively, we pose the research 
question. AFBI comes forward with its 
proposed way to address that question. 
That is then considered by the policy 
leads and is subject to an appraisal 
etc. The overall final shape of the 
commission each year is decided on by 
the overarching evidence and innovation 
priorities group, which seeks to achieve 
a balance across the four PMBs and the 
strategic priorities for the Department.

420.	 Mr Hazzard: Who does that group 
consist of?

421.	 Mr Fulton: It is chaired by the head of 
policy group in the Department. The 
four PMB chairs are members of that 
evidence and innovation priorities group. 
Our science advisory branch and the 
departmental scientific adviser all sit on 
that group.

422.	 Professor S Kennedy: I just want to add 
the point that, when DARD approves 
R&D projects to be carried out in AFBI, 
very often, that allows us to go to other 
funding bodies, such as the European 
Union, and pull in additional funding so 
that we leverage in more money, which 
really stretches or adds value to the 
R&D spend that DARD invests in AFBI. 
That is a very important part of our work.

423.	 Mr Hazzard: What has been AFBI’s 
record in doing that?

424.	 Professor S Kennedy: It has been 
quite good. We talked earlier about the 
growth in external income. Recently, the 
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Department funded a Northern Ireland 
contact person for agrifood to assist 
the industry. Not only AFBI but the 
universities increased their share of the 
forthcoming Horizon 2020 programme. 
So, we are gearing up to increase our 
drawdown of that source of funding quite 
substantially.

425.	 Mr N Lavery: We have targets for that 
under the Barroso task force initiative.

426.	 Mr Hazzard, you made the point 
about lessons that have been learnt. 
Initially, the Department’s model for 
commissioning research was quite 
devolved. Norman talked about two 
different models. In essence, the arm’s 
length has got shorter. You could take a 
completely different approach, which is 
to devolve it completely and put it out to 
a third party. We have chosen not to do 
that. We have quite strong governance 
control. I think that that is right at the 
moment. My view is to let us see how 
that goes.

427.	 Mr Hazzard: I think that you are right to 
talk about the arm being made shorter. I 
think that that is the case for a reason. 
I am trying to get at why it needed to be 
made shorter.

428.	 Mr N Lavery: I will bring Norman in 
shortly. Some of the issues that were 
raised about governance are part of the 
reason why we have done that. We also 
wanted to have a closer link between 
policy and innovation. The point that 
I was trying to make was that other 
jurisdictions may be looking at different 
models, one of which is to completely 
outsource all that research to a 
commercial sector. That is not a route 
that we have gone down.

429.	 Mr Fulton: We changed that approach 
for those strategic reasons to ensure 
that we achieved a balance of R&D 
across all our interests and that it was 
a policy-driven agenda. So, that was the 
prime driver for changing the model. As 
Noel said, Teagasc, for example, down 
South, is much more at arm’s length. 
The research agenda is effectively set 
by Teagasc after discussing it with its 
stakeholders. The Department there 

takes more of a back seat. It is a 
different model. All models have their 
values and drawbacks. There is no one 
perfect model, that is for sure.

430.	 Mr Hazzard: It sounds as though this 
has been remedied going forward, but 
what about the contention that there 
was not the expertise in whatever 
project management was in place 
previously to ensure that R&D was part 
of DARD’s strategic vision? Would you 
accept or contest that?

431.	 Mr Fulton: There were two different 
models. Both were based on the 
premise that any R&D that was approved 
was in line with a departmental policy 
objective and strategy. It is just that, 
under the old model, research was 
initiated by AFBI. Now, it is initiated in 
the Department. However, in both cases, 
it had to be policy-relevant before it was 
approved.

432.	 Mr N Lavery: I will just add that the 
Department did put in place the post of 
departmental scientific adviser to add 
its strength.

433.	 The Chairperson: OK. Mr Lavery, the 
C&AG’s report clearly highlighted 
the shortcomings with the financial 
management, oversight and control of 
the R&D programme and governance 
in AFBI. Did the AFBI board actively 
challenge any of the issues identified by 
the C&AG, and has the board included 
members with the sufficient financial 
expertise to assist AFBI in achieving 
the required standard of financial 
management and governance? What is 
your assessment of the board?

434.	 Mr N Lavery: I will break that down 
into a couple of points. I know that the 
board set up a finance subcommittee 
in 2010-11 to deal with its oversight 
of this, and I suspect that that was 
based on internal audit reports and 
concerns and discussions with the 
Department. The financial reporting has 
improved significantly, and we now have 
a financial implementation improvement 
plan in place. The board has a finance 
subcommittee and an audit committee 
with individual chairs.
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435.	 The Chairperson: Who chairs the board?

436.	 Mr N Lavery: The chair of the board at 
the minute is Seán Hogan, the chair 
of the finance committee is Hilary 
McCartan and the chair of the audit 
committee is Bob McCann.

437.	 The Chairperson: What is the make-up 
of the members on the board?

438.	 Mr N Lavery: I do not want to give you 
the wrong answer, so I will pass that 
over to Professor Kennedy.

439.	 Professor S Kennedy: The finance 
committee comprises Seamus 
McCaffrey, who, like the chair, Hilary 
McCartan, is an accountant, and 
Hilda Stewart. The chair of the audit 
committee is Bob McCann, and the 
other members are Trevor Hinds 
and Sarah Havlin. Trevor has an HR 
background, Sarah is a qualified solicitor 
and Bob is an accountant.

440.	 The Chairperson: Thank you.

441.	 Mr N Lavery: I have been involved in one 
board assessment with the chair, and 
the chair has been active in seeking a 
resolution to these issues. I would also 
add that the Department meets the 
board. Gerry, how often is that? Is it half 
yearly or quarterly?

442.	 Mr G Lavery: I think that it is half yearly.

443.	 Mr N Lavery: The departmental board 
meets the AFBI board. I can give the 
Committee an assurance that matters of 
finance and governance are very high on 
my agenda for that meeting.

444.	 The Chairperson: Who sits on the 
departmental board?

445.	 Mr N Lavery: Me, the deputy 
secretaries, the departmental finance 
director, the HR director and two 
independent members.

446.	 The Chairperson: Who are they?

447.	 Mr N Lavery: The two independent 
members are —

448.	 The Chairperson: Who are all the 
departmental board members?

449.	 Mr N Lavery: Sorry, I will run down the 
table for you. Me; Gerry; John Speers, 
who is currently head of policy; David 
Small from service delivery group; the 
Chief Veterinary Officer Robert Huey; 
the finance director Graeme Wilkinson; 
and corporate services director Tracey 
Teague. The two independent members 
are David Russell and Frank Caddy.

450.	 The Chairperson: That is good to know.

451.	 Going back to the 1995 Westminster 
report — some of the issues have been 
covered — the problems that arose 
from that report are similar to those 
we are dealing with here today. Given 
that the 1995 report recommendations 
were slow to be implemented, I suppose 
that, in a sense, there is no point in 
us being here today to discuss this 
if the Committee’s recommendations 
are not implemented. We will look at 
the memoranda of reply that you will 
respond to with a view to review those 
in 12 months. I think that it is fair to say 
that we will be doing that.

452.	 Finally, Mr Lavery, what corporate 
governance arrangements are in 
place for AFBI? How have those been 
strengthened in response to the Audit 
Office findings?

453.	 Mr N Lavery: There are a couple of 
points, Chair. I recognise that, a number 
of times in the report, the Audit Office 
refers to the improved governance 
arrangements already put in place. 
Paragraph 5.11 refers to further recent 
improvements in governance, and 
paragraph 5.12 refers to the costing 
systems. Paragraph 5.20 states:

“DARD’s procedures for commissioning and 
managing the research and development 
it procures from AFBI were substantially 
strengthened in 2011-12”.

454.	 Paragraph 3.7 is about positive 
developments regarding business plan 
targets.

455.	 I can give the Committee an assurance 
that those improvements are already 
in place. I can give the Committee 
additional assurances on a couple of 
points. I said that the finance team 



65

Minutes of Evidence — 27 November 2013

has been strengthened, and there is 
a finance improvement plan in AFBI. 
Norman referred earlier to an enhanced 
regime of appraisal and scientific 
testing. There is enhanced DARD 
oversight, and I have requested a report 
to the departmental board on the back 
of Norman’s quarterly meetings with 
AFBI on the governance and budgetary 
issues arising in AFBI.

456.	 Only last month, the departmental 
board received a report on AFBI’s 
performance against its business plan 
targets, and it will continue to do that 
quarterly. As I said, I have requested 
that Professor Kennedy, in addition to 
the other assurances that he gives me, 
gives a specific assurance quarterly on 
his management of R&D expenditure. 
Also, in the new regime on the evidence 
and innovation strategy, Norman’s team 
and the team within policy are getting 
quarterly costs for those R&D projects. 
I believe that that is a comprehensive 
regime, in addition to the other controls 
that the Department has.

457.	 I would like to point out that last year 
AFBI achieved unqualified accounts and 
a 99·7% out-turn on its budget. That is 
the comment that I would like to close 
those remarks with.

458.	 The Chairperson: Thank you. I think that 
Mr Clarke wants in on that comment.

459.	 Mr Clarke: I just want to take a bit of 
wind out of your sails, Noel. You are very 
quick to tell us what you are going to do 
about AFBI, but what are you going to do 
about your own Department? It was its 
lack of a grasp of the finances of AFBI 
in the first place that brought us here 
today. You are quick to tell us what you 
are going to do to bring AFBI into line, 
but I did not hear what you are going to 
do within your own organisation, unless I 
missed that bit.

460.	 Mr N Lavery: There are a couple 
of points on that. First, on the 
Department’s oversight of AFBI, 
which is where you are going, I said 
the departmental board will look at 
any issues arising from the sponsor 
branch’s oversight of AFBI. That is the 

departmental board in Norman’s area 
of the Department and its oversight 
of AFBI. I am getting assurances from 
AFBI, and I will be testing those. I 
will get internal audit to look at our 
sponsorship of AFBI and will look at 
AFBI’s performance against its targets. 
There are a couple of points to make 
on the Department’s oversight role. 
First, we have changed our system of 
commissioning research. That is an 
absolutely core part of what we are 
doing. Regarding statutory testing, we 
accepted the recommendation to look at 
benchmarking.

461.	 Mr Clarke: That is fine, because you 
are relatively new in post, but I will ask 
your colleague Gerry. This came to 
light in 2012, and you were the acting 
permanent secretary in 2010. Why had 
you not done something prior to 2012?

462.	 Mr G Lavery: We had a number of 
initiatives at the time, and they are 
reflected in the report.

463.	 Mr Clarke: Sorry, it was on the basis 
of a 1995 House of Commons report. 
You accepted the report from the Audit 
Office. If you have accepted that, you 
will accept the Audit Office’s criticisms 
suggesting that those things did not 
change until, I think, April 2012. I think 
you told someone earlier that you came 
into post in March 2010. So, when 
you came into post in March 2010, I 
am sure that you knew that there was 
a particular document floating about 
regarding references to AFBI in the past. 
Has it taken Noel Lavery to come into 
post to fix this, or what were you doing 
from 2010 to 2012?

464.	 Mr G Lavery: There are two issues 
there. One is around the financial 
management from 2010. We took 
initiatives, reflected in the Audit Office 
report, which we have agreed. Our 
board indicated that the financial 
reports coming to us were insufficient. 
We wanted a consistent format, and 
we wanted them drawn from the 
accounting system and official returns. 
We recognised that AFBI was attempting 
to meet the needs of our board by 
producing ad hoc material, which meant 
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that every month you got the issue of 
the month dealt with, but you did not 
get that consistent financial information 
that you could compare month on month 
drawn off the accounting system. We 
wanted it timeously, and we wanted 
it to be the same data going to both 
boards. We did not want a report coming 
to us that the AFBI board did not see. 
Those were the issues that we were 
dealing with. We wanted a narrative 
commentary, and we have dealt with all 
that. That is the material that the Audit 
Office reflect has been the improvement 
in the financial relationship between 
the two boards. It is the effort that 
we made to support AFBI in getting 
its strategic review under way with 
the assistance of KPMG consultants. 
That review, which was undertaken in, 
I think, 2012 while I was still acting 
permanent secretary, addressed the 
vision, the challenges, the priorities 
and the operating model for AFBI. It 
recommended that AFBI remain an 
NDPB. It was the recommendation for a 
revised organisational structure whereby 
we reduce from three scientific divisions 
to two and create space at the table, 
without additional cost, for a deputy 
chief post to deal with finance and 
corporate affairs. That post was filled in 
January 2013 while I was still in post. 
So, I did take action on that.

465.	 Regarding the 1995 report —

466.	 Mr Clarke: That was two years after you 
came into post.

467.	 Mr G Lavery: If I may. The key issue 
in the 1995 report, which, I must 
admit, I read with great admiration, 
was the contractor/customer split. The 
recommendation then, because it was 
a report of its day, was around creating 
the science service as a Next Steps 
agency. We did not do that, but, in 
2004, we brought in legislation to make 
AFBI a non-departmental public body, 
putting it at a more significant distance 
to create that customer/provider split. 
In doing that, we did tee up a number 
of problems for ourselves to get those 
systems in place. I accept that it took 
too long to get them in place, but 
the intention was there to meet the 

requirements set out in the 1995 PAC 
report. Today, we are in a very good 
position vis-à-vis the 1995 report.

468.	 Mr N Lavery: I fully understand the 
Committee’s concerns, having had 
the 1995 report and having this 
hearing today. That is why I have given 
the Committee an assurance on my 
oversight of these matters. As Gerry 
said, the majority of concerns identified 
in the 1995 report have now been 
addressed.

469.	 Mr Clarke: Sorry, Noel, but most of 
those were not addressed until 2012.

470.	 Mr N Lavery: Absolutely. I am just 
making the point —

471.	 Mr Clarke: So, there was an awful time 
lapse between 1995 and 2012.

472.	 Mr N Lavery: I understand the point; I 
put my hand up early on, and the Audit 
Office said that it was too prolonged. 
The Department and AFBI will accept 
that, Mr Clarke, but, in fairness 
regarding the comments made earlier, 
the positive comments made by the 
Audit Office all precede me joining the 
Department. That sounded better in my 
head than the way that it came out. The 
Department has also put together an 
ALB sponsor manual, which preceded 
me, and the commissioning regime 
preceded me. I have asked internal audit 
to have a look at that. I added the extra 
quarterly reporting, and I added the R&D 
requirement on Professor Kennedy.

473.	 Chair, my view is that we now have a 
robust regime. Time will tell, but I can 
assure the Committee that we take the 
governance of AFBI extremely seriously. 
Again, I welcome the Committee’s 
positive comments about AFBI’s 
performance.

474.	 The Chairperson: Thank you, Mr Lavery. 
We can only take you at your word.

475.	 Mr Rogers: It is great to get that 
reassurance. I go back to the 52 
projects that were scuppered after the 
special DARD review. Surely, if there had 
been effective monitoring and 
evaluation, and if there had been an 
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effective annual review and forward work 
plan for each one of those projects, there 
would not have been any need for the 
review. The projects that had come to 
the end of their lifetime would have been 
closed down when they were supposed 
to have been closed down. You would 
not have needed the other review.

476.	 Mr N Lavery: I go back to the point 
that Norman made. That was when we 
introduced our evidence and innovation 
strategy. So, we were concerned about 
the balance of the programme at that 
stage.

477.	 Mr Fulton: It was always envisaged that 
we would review the entire portfolio 
of research that was being conducted 
to ensure that it aligned with the new 
strategic direction that was set out in 
the strategy, and we stated that in the 
evidence and innovation strategy, which 
we published in 2009.

478.	 Mr Rogers: Surely, if the first review was 
effective enough, there would not have 
been any need for a review of the review.

479.	 Mr Fulton: Yes, but the reviews that 
were taking place in AFBI did not 
have the benefit of the evidence and 
innovation strategy. You have to have the 
strategy in place before you can review 
against that strategy.

480.	 Mr Rogers: I acknowledge what Mr 
Lavery just said about lessons being 
learned regarding the monitoring and 
evaluation and the effective review.

481.	 Mr N Lavery: We have put our hands up. 
The weakness in those reviews was that 
they looked only at benefits and did not 
take account of the costs, and the costs 
were being managed at a functional 
level and AFBI level. The system that 
we have now is very different from and 
much stronger than that.

482.	 The Chairperson: As I said, we can only 
take you at your word, and the proof 
will be in the pudding. We will keep the 
memoranda of reply that you will be 
responding to on review.

483.	 The Committee has explored deeply 
today. We have dug deep into the 
earth in order to do our research going 
forward with our report. We explored 
and tried to understand the example of 
poor stewardship. We will consider the 
evidence and produce our report in due 
course. There have been issues around 
some of the lines of questioning on the 
further information that your office will 
provide to the Committee for its report.

484.	 As has been said by all our members, 
we appreciate the good work that exists 
within AFBI. As you said, Mr Lavery, it 
provides significant benefits not only to 
the economy but to the farming world 
here. We appreciate the work that 
you do and continue to do, but, going 
forward, we will monitor the way in which 
the corporate governance is adhered 
to. As I said, we will do that through our 
review in 12 months.

485.	 On behalf of the Committee, I thank you 
for attending our session.
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Intellectual Property

What is Intellectual Property?
Intellectual property (IP) is something an individual/business/organisation creates that’s 
unique1. Its value, and potential commercial value, lies in its appeal to others who might wish 
to use it or the goods it describes2. Intellectual property (IP) generally refers to:

■■ creations of the mind, such as inventions; 

■■ literary and artistic works; 

■■ designs; and 

■■ symbols, names and images used in commerce. 

National and international laws and conventions recognise the product of a person’s mental 
efforts as an intellectual property right (IPR). An individual’s creativity and innovation can be 
owned in the same way that they can own physical property. 

Protecting Intellectual Property Rights
Legal systems recognise that dissemination of creative endeavours can benefit society and 
stimulate further creative activity. IPRs therefore allow originators to control access by others 
to the products of their creativity and benefit from it. It will often not be possible to control 
this access and benefit from it unless the IPRs have been applied for and granted, but some 
IP protection such as copyright arises automatically, without any registration, as soon as there 
is a record in some form of what has been created.3

1	 UK Government. On-line guide: https://www.gov.uk/intellectual-property-an-overview

2	 Irish Patents Office About Intellectual Property : http://www.patentsoffice.ie/en/about_intellectual.aspx

3	 As cited above.
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The main statutory intellectual property rights cover two main areas: 

■■ industrial property, concerning patents for inventions, trademarks and industrial designs; 
and

■■ copyright.

The type of protection required depends on what has been created. For example, artistic 
works are protected by copyright, while inventions are protected by patents. More than one 
type of protection can be utilised for the same product. For example, you can patent your 
product and register its name as a trademark.4

Copyright

Copyright applies to work that is recorded in some way; rights exist in items such as literary, 
artistic, musical and dramatic work as well as films, sound recordings and typographical 
arrangements. It gives the author specific rights in relation to the work, prohibits 
unauthorised actions, and allows the author to take legal action against instances of 
infringement or plagiarism.5

Copyright is an automatic international right. To protect the work, the author should mark it 
with the copyright symbol (©), the copyright holder’s name and the year the work was created. 
This protects the work, as it shows others that it’s covered by copyright and who owns it.

To be protected by copyright, the work must be original and physically exist (it can’t be just an 
idea). Copyright in the UK lasts for the rest of the creator’s life plus 70 years. UK copyright is 
automatically valid in countries who have signed the Berne Convention.

Design Rights

Designs may be subject to three types of protection, 

■■ copyright; 

■■ unregistered design rights; and 

■■ registered designs which may be registered nationally. 

Design rights cover the appearance of a product, in particular, the shape, texture, colour, 
materials used, contours and ornamentation. A design right does not cover any two-
dimensional elements of a design, e.g. a pattern on a product’s surface. To qualify as a 
new design, the overall impression should be different from any existing design. Typically 
the creator of the design owns any rights in it, except where the work was commissioned or 
created during the course of employment, in which case the rights belong to the employer or 
party that commissioned the work.6

Unregistered design rights protect the shape or configuration of a marketable (or potentially 
marketable) product, and are used to prevent unauthorised copying of an original design. 
Design rights can also be bought, sold or licensed in a similar manner to copyright.7

A unique design created in the UK will automatically become an ‘unregistered community 
design’. Unregistered community designs are protected across the EU for up to 3 years after 
you make the design public.8

4	 UK Government. On-line guide: https://www.gov.uk/intellectual-property-an-overview

5	 The UK Copyright Service Summary of intellectual property rights: http://www.copyrightservice.co.uk/copyright/
intellectual_property

6	 As cited above.

7	 As cited above. 

8	 UK Government. On-line guide: https://www.gov.uk/intellectual-property-an-overview
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Patents

Patents are concerned with inventions producing a technical result - of new and improved 
products, processes and uses that are capable of industrial application. Patents are grants 
made by national governments that give the creator of an invention, for a limited period, an 
exclusive right to use, sell or manufacture the invention. After a patent has been granted, the 
creator can licence it to other people or defend it against infringements. 

Like trademarks, patents are registered at a national or territory level with an appointed 
government body.9

Patent registrations can be complicated and are often handled by patent attorneys. It can 
take more than 4 years for a patent to be granted. A patent can last for 20 years from the 
date it was applied for. After a patent has been held for 4 years, it must be renewed every 
year.10

Trademarks

A trademark can be a name, word, slogan, design, symbol or other unique device that 
identifies a product or organisation. To register a trademark, it must be clearly different from 
any trademarks already registered for the same type of products or services. 

A trademark registration lasts 10 years and is only valid in the country of registration. It can 
be renewed every 10 years.11

Who owns intellectual property?
You or your business usually own the intellectual property if you create something.

If someone employed or subcontracted by an organisation creates something for it, their 
contract with the organisation should clarify who owns the intellectual property.

Application and Implications

A 2011 report by Professor Ian Hargreaves, Digital Opportunity: A review of Intellectual 
Property and Growth, identified that IP policy is an increasingly important tool for stimulating 
economic growth12. Income generated through the commercial use of Intellectual Property 
rights can be worth millions of pounds. 

Within this context there has been a growing recognition from various government, academic 
and commercial organisations of the need to effectively manage and exploit the Intellectual 
Property that they and their staff hold.

The UK’s universities are at the forefront of such moves and in May 2013 the Intellectual 
Property Office launched a new strategy guide called, Intellectual Asset Management for 
Universities13. This guide provides advice and information to universities to help them 
understand how they can best use their institution’s IP. 

In order to create the best environment for IP to be produced and transferred to practical 
use, a university must have a suite of IP policies and practices that reflect the university’s 
mission. The policies have to sit in a complementary way with the core objective of knowledge 

9	 The UK Copyright Service Summary of intellectual property rights: 
http://www.copyrightservice.co.uk/copyright/intellectual_property

10	 UK Government. On-line guide: https://www.gov.uk/intellectual-property-an-overview

11	 As cited above.

12	 Professor Ian Hargreaves, Digital Opportunity: A review of Intellectual Property and Growth (2011) 
http://www.ipo.gov.uk/ipreview-finalreport.pdf

13	 Intellectual Property Office, New guide for Universities to manage Intellectual Property 
http://www.ipo.gov.uk/about/press/press-release/press-release-2011/press-release-20110519.htm
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creation, scholarship and learning. An IP policy should at the very least ensure that there are 
arrangements in place for sharing any commercial returns from commercialisation of IP, that 
recognizes the range of IP activities of the university, and that displays a balance of engaging 
in IP work for reputational benefit, for positive social and economic impact, and for fiscal 
returns.14

Universities often find it advantageous to work in collaboration with industrial partners or 
other universities in order to exploit their research. In order to do this they need to have 
IP agreements in place that ensure that they secure the rights to continue to use existing 
IP and to exploit the IP that arises from research, whilst also balancing this with working 
collaboratively with other institutions, public or private. 

Many people may have been involved in the work that leads up to IP creation and the work 
that subsequently reduces it to practice, such as staff, students or collaborators from 
elsewhere; many of these will not actually own any of the IP that is eventually generated. The 
legal rules of IP ownership are different for university employees and non-employees such 
as students, consultants, clinicians, honorary academics and employees of other bodies. It 
is an important responsibility to ensure that any arrangements which researchers have with 
others about IP they have created do not conflict with their obligations to the university under 
the IP policy. This will apply in particular to consultancy agreements and sub-contracting 
arrangements with other institutions and to any arrangements that an institution makes with 
third party publishers.15

Almost all universities now claim ownership of IP generated by their fixed-term and tenured 
staff, whether funded internally or by major public sources, such as the Research Councils. 
This is consistent with the general provisions in IP laws which give broad ownership rights 
to employers. There are a few exceptions, but these typically reflect situations where, for 
historical reasons, there are variations in the terms of employment; some staff may possess 
contracts entitling them to retain IP they generate. It is essential that employment contracts 
are updated or at least reviewed to ensure that they are consistent with the policies of the 
university on staff 

One example of an institution which demonstrates how effective policies can underpin the 
commercialisation of intellectual property is Cardiff University, which has generated around 
£7 million in licence fees and royalties over the last five years through implementing its 
Innovation and Engagement Strategy. The University’s research has been developed into 
a number of commercial ventures such as MedaPhor Limited, an ultrasound simulation 
business which specialises in the development and sale of advanced virtual ultrasound 
training systems for the healthcare service.

Since 2004 MedaPhor has benefited from over £1.3 million of investment and new product 
development grants. It has also created more than 40 high tech jobs in the local area. Its 
ScanTrainer which provides fast and effective ultrasound training has now been sold to 11 
hospitals and academic institutions in the UK. The company is now expanding its distribution 
to Europe, the US, the Far East and the Gulf.16

Conclusions
■■ The management of Intellectual Property and the commercial exploitation of this resource 

for economic benefit at an individual, organisational and national level is becoming 
increasingly significant;

14	 Intellectual Property Office, Intellectual Asset Management for universities (2013) 
http://www.ipo.gov.uk/ipasset-management.pdf

15	 As cited above. 

16	 Intellectual Property Office, New guide for Universities to manage Intellectual Property 
http://www.ipo.gov.uk/about/press/press-release/press-release-2011/press-release-20110519.htm
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■■ The exertion of Intellectual Property rights is likely to continue to be a key challenge for 
government, academic and commercial organisations and their staff

■■ Based on the evidence presented within this briefing note, which largely focusses on 
the university sector, the management and exploitation of Intellectual Property relies 
heavily upon policies and procedures relating to contracts of employment. Anecdotal 
evidence would suggest that this convention may also apply within other sectors including 
commercial business and government/publically funded bodies, but this information has 
proven impossible to confirm within the timeframe for completing this briefing note.
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	 16 January 2014

Intellectual Property Rights

Introduction

Intellectual property (IP) is the term used to describe intangible assets resulting from creative 
work carried out by an individual or a provider. IP can be traded in the same way as physical 
assets such as buildings, materials and stock and can be extremely valuable.1

IP can include:2

■■ an invention or new product

■■ a product’s design or appearance

■■ a brand or logo

■■ written work, like content on a website or in a brochure

■■ artistic work, like photography or illustrations

■■ film recordings or musical compositions

■■ computer software

Intellectual property rights (IPRs) recognise ownership of IP and provide legal protection 
against imitation, theft or unauthorised reproduction and allow the owner to control what 
is done with the material they have created.3 IPRs can take the form of patents, copyright, 
trademarks, or design rights:

■■ Patents protect technical features and processes, i.e. inventions. They reserve to the 
patent owner the right to make, use, import or sell the invention. They last up to 20 years, 
subject to payment of an annual renewal fee. 

1	 Health & Safety Executive - http://www.hse.gov.uk/research/iprights.pdf

2	 UK Government. On-line guide: https://www.gov.uk/intellectual-property-an-overview

3	 Health & Safety Executive - http://www.hse.gov.uk/research/iprights.pdf
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■■ Copyright gives automatic protection (i.e. registration is not necessary) to original written, 
dramatic, musical and artistic works, published editions of works, sound recordings, films 
and broadcasts. Creator’s copyright generally lasts until 70 years after death. 

■■ Trademarks protect any sign that distinguishes goods and services from competitors’. 
They can be maintained indefinitely subject to renewal every 10 years.

■■ Design rights protect the physical appearance and visual appeal of products. Registered 
designs can be maintained up to 25 years subject to the payment of a renewal fee 
every five years. Design rights are automatic (i.e. do not need to be registered) for three 
dimensional aspects of a design. Unregistered design rights last for up to 15 years.4

IP Ownership

The law on IPRs is governed by the Patents Act, 1977 (as amended) and the Copyright, 
Designs and Patents Act, 1988 (as amended). Section 39 of the Patents Act makes it clear 
that intellectual property produced by an employee in the course of their duties becomes the 
property of the employer.5

39.-(1) Notwithstanding anything in any rule of law, an invention made by an employee shall, 
as between him and his employer, be taken to belong to his employer for the purposes of 
this Act and all other purposes if – 

(a) it was made in the course of the normal duties of the employee or in the 

course of duties falling outside his normal duties, but specifically assigned to him, and the 
circumstances in either case were such that an invention might reasonably be expected to 
result from the carrying out of his duties; or

(b) the invention was made in the course of the duties of the employee and, at the time of 
making the invention, because of the nature of his duties and the particular responsibilities 
arising from the nature of his duties he had a special obligation to further the interests of 
the employer’s undertaking.

(2) Any other invention made by an employee shall, as between him and his employer, be 
taken for those purposes to belong to the employee.

The basic legal situation is that anything created by an employee in the course of his or her 
employee duties automatically belongs to the employer unless there is some contract to the 
contrary. In the case of patentable inventions, the law also requires that should the patent 
result in income for the employer, then some equitable income-sharing scheme be set up with 
the employee.6

Sections 40 and 41 of the Act recognise that employees have a right to a fair share of 
the benefit derived by the employer from the employee’s effort and skill in producing the 
intellectual property.7

41.-(1) An award of compensation to an employee under section 40(1) or (2) above shall be 
such as will secure for the employee a fair share (having regard to all the circumstances) of 
the benefit which the employer has derived, or may reasonably be expected to derive, from 
any of the following - 

4	 Hargeaves Report, ‘Digital Opportunity: A Review of Intellectual Property and Growth’, May 2011 - 
http://www.ipo.gov.uk/ipreview-finalreport.pdf

5	 See Intellectual Property Office’s amended version of the Patents Act, 1977 (unofficial consolidation produced by 
Patents Legal Section, 1 October 2013) - http://www.ipo.gov.uk/pro-types/pro-patent/p-law/p-legislation.htm

6	 Draft Institutional IPR Policy Statement for SCA Members and Other Organisations 
across the Public Sector, Naomi Korn and Professor Charles Oppenheim, March 2009 - 
http://sca.jiscinvolve.org/wp/files/2012/02/3.1-Draft-Institutioanl-IPR-Policy-Statement.pdf

7	 See Intellectual Property Office’s amended version of The Patents Act, 1977 (unofficial consolidation produced by 
Patents Legal Section, 1 October 2013) - http://www.ipo.gov.uk/pro-types/pro-patent/p-law/p-legislation.htm
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(a) the invention in question;

(b) the patent for the invention;

(c) the assignment, assignation or grant of - 

(i) the property or any right in the invention, or

(ii) the property in, or any right in or under, an application for the patent,

to a person connected with the employer.

(4) In determining the fair share of the benefit to be secured for an employee in respect of 
an invention which has always belonged to an employer, the court or the comptroller shall, 
among other things, take the following matters into account, that is to say - 

(a) the nature of the employee’s duties, his remuneration and the other advantages he 
derives or has derived from his employment or has derived in relation to the invention under 
this Act; 

(b) the effort and skill which the employee has devoted to making the invention; 

(c) the effort and skill which any other person has devoted to making the invention jointly 
with the employee concerned, and the advice and other assistance contributed by any other 
employee who is not a joint inventor of the invention; and 

(d) the contribution made by the employer to the making, developing and working of the 
invention by the provision of advice, facilities and other assistance, by the provision of 
opportunities and by his managerial and commercial skill and activities.

Value and Sources of IPRs

The recent review of IP carried out by Hargreaves concludes that IP related spending has 
come to dominate firms’ investment across the developed world. According to the report, 
UK firms spent £137 billion on intangible investment, or investment in IP, compared to £104 
billion on fixed assets in 2008. Global trade in patent and creative industry licences is now 
estimated to be worth more than £600 billion a year (over 5% of all world trade).8

A survey of European inventors conducted in 2003, although now a bit out of date, gives 
some indication of the main sources of patent applications.9 Most of the UK inventors (about 
90%) were employed by companies (about 30% of these were SMEs). About 28% of the UK 
inventors received some monetary compensation for their innovations. 

The survey report also noted that not all patents are commercially exploited - about 36% of 
the European patents in the sample were never used for industrial or commercial purposes. 
Some innovations are patented for strategic reasons (i.e. blocking rivals). Some are licensed 
out to other parties, and others are not used for commercial purposes because of strategic 
reasons or because the owners lack the assets to exploit them.10

The number of patent applications from Northern Ireland (relative to population size) tend 
to be among the lowest in the UK and lower than in the Republic of Ireland and most other 
regions in Western Europe (see Figure 1 and Eurostat data).11

8	 Hargeaves Report, ‘Digital Opportunity: A Review of Intellectual Property and Growth’, May 2011 - 
http://www.ipo.gov.uk/ipreview-finalreport.pdf

9	 Final Report of the Patval EU Project, ‘The Value of European Patents: Evidence from a Survey of European Inventors’, 
January 2005 - http://ec.europa.eu/invest-in-research/pdf/download_en/patval_mainreportandannexes.pdf

10	 Final Report of the Patval EU Project, ‘The Value of European Patents: Evidence from a Survey of European Inventors’, 
January 2005 - http://ec.europa.eu/invest-in-research/pdf/download_en/patval_mainreportandannexes.pdf

11	 Eurostat patent statistics - http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Patent_statistics
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Figure 1. Patent Applications to the European Patent Office in 2010 by NUTS 2 Regions  
(Source: Eurostat)

The Intellectual Property Office (IPO) provides advice for businesses on IP and has produced 
guidelines on agreeing royalties or a price for IPRs.12 The guidelines are aimed at those who 
are:

■■ selling or buying IPRs;

■■ selling or buying any asset protected by IPRs; 

■■ selling or buying any business in which IPRs are significant assets;

■■ granting or taking a licence of any IPR; or

■■ appointing a franchisee, distributor or reseller.

For buyers and licensees, the value of IPRs will depend on factors such as whether the IPR 
allows them to:

■■ increase sales;

■■ price their products at a premium;

■■ reduce production costs;

■■ increase the speed of production;

■■ improve the quality of their products;

■■ create customer following; 

■■ avoid or reduce development costs; or 

■■ erect a barrier against competition.

The advice states that unless IPRs help to create, maintain or increase cash flow, they may 
have no real value. Their value will depend on their ability to generate revenue in future, or 

12	 Eurostat patent statistics - http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Patent_statistics
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their ability to help the owner or licensee to increase or maintain market share by acting as a 
barrier to competition. The value of the IPR will change over time.13

The IPO describes a number of different approaches to valuing IPRs:14

■■ The cost method involves looking at the costs incurred in developing or creating the IPR, 
or what it might cost to develop a similar product or service. This method assumes that 
a potential buyer can avoid these costs by buying the IPRs. It appeals to sellers because 
it seems fair to them that they should receive at least as much as they have spent. 
However, it is an unsatisfactory method for the buyer as the costs incurred in the creation 
of the IPRs have no bearing on the income which the IPRs might generate in future or the 
amount which the buyer will have to spend to get the product to market. The method may 
be more appropriate when valuing IPRs which are in the early stages of development or 
when equivalent IPRs may easily be developed. 

■■ The market value method involves looking at sales or licences of similar IPRs in the same 
industry sector. However, it is often difficult to use this method because it may be difficult 
to identify or obtain information about other transactions involving similar IPRs. The 
method is unlikely to be used to value patents as the value of a patent depends on its 
novelty, and that novelty means that comparable information is unlikely to be available. 

■■ The income method involves looking at the future income which the IPRs might generate 
and the costs of generating that income over the economic life of the IPR. It is difficult, 
however, to estimate the economic life of the IPR and the potential market in order to 
forecast future income. The way in which the IPR is exploited, the costs involved, the time 
it will take to get to market, and the risks involved will also vary from business to business. 

■■ The relief from royalty method is a sub-method of the income method. The thinking behind 
this is that if the buyer did not own the IPR, it would need to buy or take a licence of it. 
Therefore, the value of the IPR should be equal to the present value of the royalties which 
the owner does not have to pay to use the IPR.

■■ Rules of thumb - In the 1970s, Goldscheider and colleagues found that companies were 
paying a median royalty rate of 27% of operating profit.15 This gave rise to a 25% rule of 
thumb being used by many businesses as a starting point to calculate royalty rates. Degan 
and Horton found that, when asked what financial measures they used in determining 
royalty amounts, more than half of the companies surveyed listed discounted cash flow or 
profit sharing analysis, while nearly a quarter used the 25% rule as a starting point.16 In 
many negotiations the royalty rate actually agreed for a patent turns out to be somewhere 
between 25% and 33.3% of the licensee’s anticipated gross profits (before tax) on sales 
of products which use the patent. For a trade mark the royalty rate is more likely to be 
between 10% and 15%. Most royalties are on net sales, so the 25% rule is adapted to 
give a rate on net sales. In many sectors the average royalty rate based on net sales turns 
out to be in the region of 5%. This is an average and the figures which underlie it vary 
widely. All rules of thumb ignore important factors such as the investment needed, the 
risks involved and the circumstances of the parties and should therefore be no more than 
a starting point for negotiation.17 

13	 Intellectual Property Office, ‘Agreeing a price for IP rights’ (IP Health Check 2) - 
http://www.ipo.gov.uk/whyuse/business/iphealthcheck.htm

14	 Intellectual Property Office, ‘Agreeing a price for IP rights’ (IP Health Check 2) - 
http://www.ipo.gov.uk/whyuse/business/iphealthcheck.htm

15	 KPMG Report (2012), ‘Profitability and royalty rates across industries: some preliminary evidence’ - 
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/Documents/gvi-profitability-v3.pdf

16	 KPMG Report (2012), ‘Profitability and royalty rates across industries: some preliminary evidence’ - 
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/Documents/gvi-profitability-v3.pdf

17	 Intellectual Property Office, ‘Agreeing a price for IP rights’ (IP Health Check 2) - 
http://www.ipo.gov.uk/whyuse/business/iphealthcheck.htm
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Correspondence relating to Potato Partners NI Ltd.

From the Assembly Liaison Officer

To:	 Michaela Boyle, Chair, Public Accounts Committee 
From:	 Richard Emerson, NIAO 
Date:	 18th October 2013 
Re:	 Potato Partners NI Ltd

Potato Partners NI Ltd (PPNI) wrote to NIAO on 27th September 2013 putting forward their 
views in relation to the recently published NIAO report on the Agri-Food and Biosciences 
Institute.

The C&AG replied to PPNI on 18th October. In his reply, the C&AG explained that he would 
copy PPNI’s letter together with his reply to the Chair of the Public Accounts Committee. This 
was to ensure that the views expressed by PPNI are available to the Committee in advance 
of their forthcoming evidence session on the AFBI report. Accordingly, I have attached these 
documents for your information.

If you have any queries please do not hesitate to contact me.
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Correspondence of 22 November 2013 from  DARD

From the Permanent Secretary 
Noel Lavery

Dundonald House 
Upper Newtownards Road 

Ballymiscaw 
Belfast BT4 3SB

Tel: 028 9052 4608 
Fax: 028 9054 4813 

Email: noel.lavery@dardni.gov.uk

Aoibhinn Treanor 
Committee Clerk 
Public Accounts Committee 
Northern Ireland Assembly 
R.371 Parliament Buildings 
Ballymiscaw, Stormont 
Belfast BT4 3XX� Date: 22 November 2013

Dear Aoibhinn

NIAO Report: The Agri-Food and Bio-Sciences Institute: 12 September 2013

My Department has been in discussions with the NIAO regarding some minor factual errors 
that we have identified in our preparation for the evidence session on the above NIAO report. 
Eddie Bradley of NIAO has asked that I write to you outlining these errors so that you may 
inform the Committee before the hearing on 27 November 2013.

The minor errors which we have agreed need to be amended in this report are as follows:

■■ Para 3.4 (2nd last sentence): The 2005-06 date referred to in this sentence should read 
2006-07.

■■ Appendix 1 (text under the heading 2010-11): The line of text in this Appendix “AFBI did 
not have formal BP targets for scientific testing” is not factually correct.

I would be grateful if you could notify the Committee of these minor errors.

Yours sincerely

Noel Lavery

Permanent Secretary

cc Eddie Bradley, Gerry Lavery, Norman Fulton, Lisa-Jane McIlveen, Professor Seamus Kennedy
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Correspondence of 3 December 2013 to DARD

Public Accounts Committee

Room 371 
Parliament Buildings 

Ballymiscaw 
BELFAST BT4 3XX

Tel: (028) 9052 1208 
Fax: (028) 9052 0366 

E: pac.committee@niassembly.gov.uk 
aoibhinn.treanor@niassembly.gov.uk

Noel Lavery 
Accounting Officer 
Department of Agriculture & Rural Development 
Dundonald House 
Upper Newtownards Road 
Ballymiscaw 
Belfast BT4 3SB� 03 December 2013

Dear Noel,

Public Accounts Committee Inquiry into the Agri-Food and Biosciences Institute (AFBI)

Thank you for participating in the meeting of the Public Accounts Committee on 27 November 
2013, and for the evidence you provided in relation to the above inquiry.

During the meeting you agreed to provide additional information about a number of issues 
raised to assist the Committee with its deliberations. I would ask that you provide the 
following information.

■■ In relation to all of the AFBI sites, a breakdown of their functions, purpose, area, running 
costs and staffing numbers.

■■ In relation to the generation of royalties, officials in attendance undertook to provide the 
Committee with a breakdown of the royalties received per annum; what those royalties 
relate to; information on the distribution of those royalties in terms of the percentage 
share to AFBI, to DARD and to the scientist(s) whose work led to the generation of the 
royalties; and elaboration of the argument relied upon at the hearing that royalties offset 
running costs that would otherwise have to be paid by DARD.

■■ The Baker report of 1987 was discussed in terms of intellectual property and research 
findings making their way into the economy and driving benefits from research findings 
out of public sector organisations. The Committee requests a breakdown, with associated 
figures, of how a return on intellectual property to the inventor works within AFBI, and 
elsewhere in the public sector.

■■ A copy of AFBI’s rewards to inventors scheme.

■■ Comparative data on the schemes run by similar research organisations in other 
jurisdictions.

■■ An overview of problems the Department has encountered with benchmarking of AFBI, 
how and in which areas benchmarking is progressing and the order of associated public 
expenditure. Also, please provide information in relation to where benchmarking is 
delivering results;

■■ Clarification of how many of the R&D projects referred to in the NIAO report were 
completed under full appraisal threshold and under the initial estimates.
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■■ The Committee was informed that Post Project Appraisals have now been completed for all 
the R&D projects and that a proper change control process is now in place, where it was 
previously missing. The Committee would request information on when the process was 
introduced and the impact that it has had on projects since its introduction.

■■ The Committee was puzzled that it had not been possible to establish the expected 
duration of the 125 projects examined by the NIAO. Witnesses submitted that from the 
information retained in relation to the projects it might be possible to provide the finalised 
date for those projects that are completed and those that have had PPEs carried out. 
Please provide the Committee with more accurate information in relation to each individual 
project and indicate why it is possible to provide this information at this stage but it was 
not possible when the NIAO conducted its fieldwork.

■■ In March 2012, a DARD review of AFBI’s R&D projects resulted in two thirds of the projects 
being immediately terminated. Please provide a breakdown of the cost that had been 
incurred by each project at the time of termination. Witnesses submitted that value was 
retained by the public sector as research from these projects was diverted into other 
subsequent bodies of work. Please elaborate on how this learning was captured, which 
of the 52 terminated projects fed into other projects, how the Department measures the 
value of this work and the progress and lessons learned from the Post Project Evaluations 
of those projects.

I should be grateful if you would reply with the information requested to the email 
addresses above by Tuesday 17 December 2013. If you have any data handling concerns 
about the content of your reply, please state and explain them clearly for the Committee’s 
consideration.

Yours sincerely,

Michaela Boyle

Chairperson 
Public Accounts Committee
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Correspondence of 17 December 2013 from DARD

From the Permanent Secretary 
Noel Lavery

Permanent Secretary’s Office 
Room 636, Dundonald House 

Upper Newtownards Road 
Ballymiscaw 

Belfast BT4 3SB

Telephone: 028 9052 4608 
Fax: 028 9052 4170 

noel.lavery@dardni.gov.uk

Ms Michaela Boyle MLA 
Chairperson 
Public Accounts Committee 
Room 371 
Parliament Buildings 
Stormont 
Belfast� Date: 17 December 2013

Dear Michaela

Public Accounts Committee inquiry into the Agri-Food and Biosciences Institute (AFBI)

Thank you for your letter of 3 December in which you requested additional information 
in relation to a number of issues that were discussed at the Public Accounts Committee 
hearing on 27 November. I have attached to this letter detailed responses to all save one 
of your requests, and I hope that the responses are clear and assist the Committee with its 
deliberations.

The only outstanding issue, I believe, relates to royalties. The following is intended as a 
partial response to the Committee’s request:

“In relation to the generation of royalties, officials in attendance undertook to provide the 
Committee with a breakdown of the royalties received per annum; what those royalties relate 
to; information on the distribution of those royalties in terms of the percentage share to 
AFBI, to DARD and to the scientist(s) whose work led to the generation of the royalties and 
elaboration of the argument relied upon at the hearing that royalties offset running costs that 
would otherwise have to be paid by DARD.”

Breakdown of royalties received by AFBI

AFBI receives royalty income from patents which are licensed to animal health companies. 
These include royalties in relation to sales of a salmon pancreatic disease vaccine and a 
vaccine against post-weaning multi-systemic wasting syndrome in pigs. The first is by far 
the less significant of the two, e.g. of the £6.3m gross income from royalties recorded in 
2012/13, £347k was received in respect of the Salmon pancreatic disease patent.
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The table below has been drawn from AFBI’s accounts. From 2008/09 royalties received were 
reported as a distinct income stream.

Year Gross Royalty Income

2008/09 £2.375m

2009/10 £2.857m

2010/11 £4.056m

2011/12 £5.248m

2012/13 £6.30m

The 2011/12 accounts indicate that “Royalty income is received gross of a 10% 
administration fee”.

In addition scientists received a share of 10% of royalties in relation to the first patent, inline 
with AFBI’s Rewards to Inventors Policy. This policy was approved by DFP in 2010 and is 
attached for your reference.

In relation to the second royalty income stream, a proportion was also paid to scientists. 
These payments were made as a result of claims brought against DARD/AFBI under the 
1977 Patents Act. The claims were brought prior to the approval of AFBI’s Rewards to Staff 
Policy. Whilst most of these cases were settled out of court, one remains outstanding. Both 
DARD and AFBI have obtained legal advice in relation to the disclosure to the Committee of 
the percentage share of royalties to the scientists for this second royalty income stream. 
The advice received is subject to further consideration and clarification and, as a result, I am 
unfortunately unable to provide you with the breakdown requested by the Committee at this 
point in time. I apologise sincerely for this and would like to assure you that I am seeking to 
resolve the issue urgently.

The contribution that AFBI’s royalty income makes to running costs

AFBI’s net royalty income for 2012/13 exceeded £5m; this was after deductions for costs 
and payments to scientists. AFBI’s gross expenditure for this year was £58.8m (excluding 
taxation). DARD provided £40.0m of resource and depreciation budget, with the balance of 
funding, some £18.8m, derived from AFBI’s external income. Included within this external 
income was a gross royalty receipt of £6.3m. As noted previously, the net benefit to AFBI of 
the royalty income, after taking into account deductions, exceeded £5m. Without this income, 
AFBI would have been forced to ask DARD to reduce its Assigned Work Programme or to 
provide additional funding to meet this cost.

Please let me know if you require any further information or clarification on any of the 
responses provided to the Committee’s information requests. I will write to you again at the 
very earliest opportunity in relation to the breakdown of royalty income request.

Yours sincerely

Noel Lavery

Permanent Secretary
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Enc:

■■ Annex 1- AFBI site information

■■ Annex 2 – Baker Report 1999

■■ Annex 3- Intellectual Property within AFBI, in the public sector and in other jurisdictions

■■ Annex 4- AFBI’s Rewards to Inventors Policy

■■ Annex 5 - Benchmarking

■■ Annex 6 – Projects completed under threshold and below estimates

■■ Annex 7- R&D change control process

■■ Annex 8A – R&D project duration (narrative)

■■ Annex 8B – R&D project duration (spreadsheet)

■■ Annex 9A – Terminated projects (narrative)

■■ Annex 9B – Costs incurred on terminated projects at point of cessation
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Annex 1: A breakdown of the functions, purpose, area, running costs 
and staffing numbers for each AFBI site

Newforge Lane

Agri-Environment Branch

This Branch is based at Newforge Lane and uses facilities and land at Hillsborough for its 
field work. Agri-Environment Branch activities are focussed on assessing the environmental 
impacts of agriculture, with the overall objective being to develop an integrated research 
programme addressing land and nutrient management issues. This includes DARD funded 
research on greenhouse gas emissions, water quality, soil quality and sustainable nutrient 
management. The Branch provides a sound scientific basis for government policy on 
agriculture and the environment and helps Northern Ireland comply with a range of EU 
legislative measures e.g. the Nitrates Action Plan. The Branch is participating in a number of 
cross-border and EU research projects in these areas.

Plant Health and Environmental Protection Branch

The Branch has two main activity areas: Plant Health and Biodiversity and Plant Diagnostics 
and Biomaterials. The Plant Health and Biodiversity programme includes the study and 
control of fungal, bacterial and viral diseases; vertebrate and invertebrate pests and weeds of  
arable, horticultural, grass, forestry and sustainable energy crops. This is linked to the Plant 
Diagnostics and Biomaterials programme which includes expertise in identifying plant, pest 
and microbial pathogens. For example, the unit confirmed the first cases of Chalara fraxinea, 
the cause of Ash Dieback in autumn 2012 and it currently provides a diagnostic service for 
DARD and DAFM with thousands of tests carried out on suspect ash samples during the 
last year.

Fisheries and Aquatic Ecosystems Branch

This Branch is located primarily at AFBI Newforge with a smaller station based at Bushmills. 
The key programmes within the Branch focus on marine ecosystems, coastal zone 
management, biological oceanography and freshwater fisheries. One of the important 
resources within this Branch is its marine research vessel, the Croystes. This ship is used to 
carry out projects in the Irish Sea, including fish stock assessments and sea bed mapping.

Much of the Branch activity is carried out to provide scientific evidence to support policy for 
DARD and other Government Departments, such as DCAL. The Branch, in collaboration with 
Agri-Environment Branch, is also involved in providing advice on sustainable management of 
Lough Neagh commercial and recreational fisheries.

Food Science Branch

The Branch has core expertise in food chemistry and microbiology and underpins AFBI’s 
statutory analytical work and emergency response capability on chemical, bacterial and 
radionuclear contaminants. Food Science Branch also provides specialist advice to 
Government and the private sector. This capability is underpinned by research which the 
Branch conducts on behalf of DARD and other Government departments, including the Food 
Standards Agency, and food businesses. Collaboration with other AFBI branches allows this 
research to encompass the entire food supply chain through to the quality and safety of 
the food produced. The Branch is also UK National Reference Laboratory for Milk and Milk 
Products.

Agricultural and Food Economics Branch

The Branch has an established national and international reputation for providing high 
quality socio-economic research to support decision making in DARD and other Government 
Departments, Non Governmental Organisations and the private sector. The research 
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programme encompasses sustainability of agri-food systems, environment and climate 
change and rural development and policy impact analysis and includes projects on the dairy, 
beef, sheep meat, pigs, poultry, cereals, oilseed and liquid biofuel sectors as well as the rural  
environment and rural society. This provides an evidence base in relevant and accessible 
formats for stakeholders via policy and practice briefs, reports, research papers, seminars 
and tailored knowledge transfer events.

Hillsborough

Agriculture Branch

The Branch is based primarily at the 310-hectare AFBI farm at Hillsborough with a smaller 
unit conducting research at a monogastric research facility and endocrinology laboratory at 
AFBI Newforge. The Hillsborough site also includes the Renewable Energy Centre.

AFBI Hillsborough, with its specialised experimental facilities, is used in multi-disciplinary 
research programmes with the analytical services laboratory providing a commercial forage 
analysis service for the dairy, beef and sheep sectors. Branch resources are focused on the 
development of research programmes on climate change (measuring agricultural greenhouse 
gas emissions; renewable energy generation and use), sustainable livestock systems (dairy, 
beef, sheep and pigs & poultry) and knowledge exchange. Much of this research activity is 
carried out on behalf of DARD but the Branch also undertakes research for other funding 
bodies including EU, farmer research levy boards (AgriSearch and PigRegen Ltd) and a range 
of commercial companies.

Loughgall

Crops, Grassland and Ecology Branch.

This Branch is centred at the Loughgall and Crossnacreevy sites, with a small number of staff 
also based at Newforge.

The key objective of work within the Branch is to exploit the diversity and range of crop plants 
which can be successfully and economically grown in Northern Ireland while considering 
options and adaptations to cope with predicted climate change. The Horticulture, Plant 
Breeding and Land Use programme is centred AFBI Loughgall. The horticulture research 
programmes are aimed at meeting the needs of industry and focus on mushrooms and top 
fruit. Plant breeding programmes also provide the research base for the breeding of new 
varieties’ of grass and potatoes. The land use programme includes research on short rotation 
willow coppice as a renewable energy option.

Crossnacreevy

Crops, Grassland and Ecology Branch.

The Plant Testing and Agronomy programme within the Branch is based at AFBI Crossnacreevy 
and includes the Official Seed Testing Station where the annual recommended list of grass 
and clover varieties is a key tool for advisers and the seed industry.

Bushmills

Fisheries and Aquatic Ecosystems Branch

Part of the Branch is located at AFBI Bushmills, based at the River Bush where there 
is longterm research into the ecology and population dynamics of Atlantic salmon. Its 
experimental facilities allow trapping and counting of wild salmon smolts (juveniles) migrating 
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to sea and adults returning to freshwater to spawn. This site is not owned by AFBI. It is 
owned and operated by DCAL.

Stormont Site & Omagh
Four of AFBI’s five Veterinary Science Division (VSD) Branches (i.e. Bacteriology, Chemical 
Surveillance, Immunodiagnostic and Virology) are located entirely on the VSD Stormont site. 
Disease Surveillance and Investigation Branch is predominantly based on the Stormont site 
but also operates from a smaller satellite Veterinary Investigation Centre in Omagh. This 
laboratory in Omagh is essential in providing disease surveillance coverage (including large 
animal post-mortem facilities) to the west of the province.

The main areas of work of the 5 VSD Branches include:

Bacteriology Branch

The Bacteriology Branch is located in a modern building which houses suites of laboratories 
at biocontainment categories 2 and 3. The work programme includes statutory, analytical and 
research work, on the major bacterial pathogens of animal and public health significance. 
Much of this work underpins important DARD animal disease control programmes in areas 
such as bovine tuberculosis and brucellosis. Other work areas include food-borne zoonoses, 
paratuberculosis, botulism and mycoplasmosis. The skill base within the Branch spans 
from traditional bacterial culture methods, through molecular diagnostics, test development, 
experimental models, immunology and genetics, to experimental design and epidemiology. 
Bovine tuberculosis is currently a major research focus of the Branch.

Chemical Surveillance Branch (CSB)

The Branch encompasses an EU National Reference Laboratory for veterinary drug residues 
that provides screening and confirmatory analysis for a wide range of veterinary drug residues 
and marine biotoxins. Tests are carried out for residues of licensed veterinary drugs and 
illegal compounds in meat products from cattle, sheep, pigs, poultry and fish, milk and eggs, 
and animal feedingstuffs. This work is supported by basic and strategic research that has 
resulted in the development of novel analytical methods for a wide range of compounds.

Disease Surveillance and Investigation Branch (DSIB)

The animal disease diagnostic services provided by the AFBI Stormont and Omagh 
laboratories safeguards animal and public health by identifying the causes of disease in 
submitted material and promote the competitiveness of the agri-food industry. Surveillance 
for notifiable, zoonotic (transmissible to humans) and emerging diseases forms an important 
part of this work.

A comprehensive range of laboratory tests is available to assist in the diagnosis of animal 
disease and provide detailed information on the health status of herds and flocks. Specialist 
advice on animal diseases is given to the agricultural industry and veterinary profession.

A high throughput of diagnostic work allows AFBI to identify outbreaks of notifiable diseases, 
new or emerging diseases, changes in patterns of endemic diseases and conditions 
appropriate for further research. These activities help underpin the animal health status of 
Northern Ireland.

DSIB also operated the AFBI Cattle Health Scheme in Northern Ireland. Benefits of this 
scheme include improved disease control, improved profitability, advice on biosecurity and 
certification of cattle health status with regard to BVDV, IBR, L.hardjo and Johne’s disease.
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Immunodiagnostic Branch (IDB)

A large volume of serological testing is carried out in IDB on behalf of DARD and industry 
customers. This work includes serological testing in support of DARD’s brucellosis eradication 
programme, surveillance for exotic diseases such as enzootic bovine leucosis and highly 
pathogenic avian influenza, equine viral serology, avian viral and Mycoplasma  serology, and 
tests required for the export/import of animals. The Branch also maintains contingency plans 
for outbreaks of major epizootic diseases and encompasses a transmissible spongiform 
encephalopathy (TSE) testing unit.

Virology Branch

Research and development is carried out on the detection, control and early pathogenesis 
of viral diseases of economic importance in farm animals, poultry and fish, vaccinology, 
molecular virology, development of novel diagnostics and the immunopathogenesis of 
viral diseases. The Branch is also responsible for molecular confirmation of incidences of 
epizootic disease.
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Annex 3: Intellectual property in AFBI, in the public sector and in 
other jurisdictions

The Committee requests a breakdown, with associated figures, of how a return on 
intellectual property to the inventor works within AFBI, and elsewhere in the public sector.

1.	 Intellectual property that is exploited commercially and which generates a royalty income 
stream is distributed to the inventor in accordance with AFBI’s Rewards to Inventors 
scheme. This scheme is firmly in line with government policy and takes account of the 
recommendations arising from the Baker Report. Those recommendations focussed on 
ensuring that intellectual property and research findings made their way into the economy 
so that benefit could be derived from public sector research organisations. AFBI’s Reward to 
Inventors Scheme was approved by DFP in 2010.

2.	 Net revenues to AFBI are cumulative, indicating net revenue accrued during the whole life 
exploitation of any IP, for example any patent family derived from a single parent filing. The 
table below outlines how net revenue received by AFBI is shared between the inventor and 
AFBI.

Net Revenue Received By 
AFBI (£)

Inventor/Project 
Team Share % AFBI Share %

(a) 0 - 1,000 100% gross 0%

(b) 1,000 - 101,000 25% net 75%

(c) >101,000 10% net 90%

3.	 This sharing scheme is designed to optimise the motivation of staff to identify and 
commercialise their research. Inventors are paid all of the first £1,000 (gross), 25% of the 
next £100,000 (net of costs) and 10% of monies in excess of £100,000 (net of costs).

4.	 As an example, an IPR-related income of £241,000 which cost £40,000 to achieve would be 
shared as follows:

£40,000 deducted to cover AFBI expenses, then:

Net Revenue Received By 
AFBI (£)

Inventor/Project 
Team Share £ AFBI Share £

(a) 0 - 1,000 1,000 0

(b) 1,000 - 101,000 25,000 75,000

(c) >101,000 10,000 90,000

Totals 36,000 165,000

Comparative data on the schemes run by similar research organisations in other 
jurisdictions.

1.	 In 2009, when preparing its Rewards to Inventors scheme for presentation to DFP, AFBI 
gathered details of comparative schemes in place in similar organisations in Northern Ireland 
and elsewhere in the UK. The proposed terms of AFBI’s scheme were benchmarked with 
those schemes in operation elsewhere. A summary of the terms of each of the schemes is 
provided in the following paragraphs.

2.	 Queen’s University operates a scheme whereby inventors in exploited IP are entitled to a 50% 
split of net royalties received from their invention. The remaining 50% is split equally between 
the host department and the university.
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3.	 The University of Ulster operates a scheme whereby net royalty income is split equally 3-ways 
between the university, the host department and the inventor group.

4.	 The Department of Health, Social Services and Public Safety’s “Supporting Innovation in 
Health and Social Care in Northern Ireland – Innovation Policy (2008)” outlines the approach 
to revenue sharing with inventors within Health and Social Care bodies. The initial (gross) 
£1000 from any revenue generation will be distributed to the inventor(s) without any 
deduction of any protection or exploitation costs. Revenue in excess of £1000 is distributed 
net of those costs and as follows:

Cumulative Net Income Inventor(s)
Inventor’s 

Department HSC Body

£1000 to £10,000 80% 10% 10%

Over £10,000 34% 33% 33£

5.	 AFBI also carried out benchmarking against schemes that were in operation in scientific 
institutes and government bodies in Great Britain including the Biotechnology and Biological 
Sciences Research Council (BBSRC), the Central Laboratory of the Research Councils (CLRC), 
the Medical Research Council (MRC), the Central Science Laboratory (CSL, now FERA), and 
the Ministry of Agriculture, Fisheries and Food (MAFF, now DEFRA).

6.	 The table below compares the benefit that would be passed to inventors at each of these 
organisations based on a royalty income of £241k with £40k costs. This table shows that the 
AFBI scheme offers a benefit below the average of the comparator schemes.

Reward to Staff Assuming £241,000 
royalty income and £40,000 costs

BBSRC £53,130

CLRC £32,500

MRC £57,824

FERA £25,200

MAFF (DEFRA) £25,550

Average £38,841

AFBI Scheme £36,000
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Agri-Food and Biosciences Institute

Rewards to Staff Scheme

Rewards to Inventors Policy

1.	 Introduction

This Rewards to Inventors Policy is being introduced in recognition of AFBI’s mission to 
develop and exploit Intellectual Property (IP) arising from its science and research base, as 
part of its response to government policy objectives stemming from the Baker Report.

The aim of the Rewards to Inventors Policy is to provide incentives to staff to identify IP with 
commercial potential arising from their work and to give rewards where these opportunities 
realise an income stream for AFBI. This will ensure that AFBI staff have incentives to identify 
and commercialise IP, as is the case with their counterparts in the Universities and other 
Public Sector Research Establishments (PSREs) throughout the rest of the UK and Europe.

The arrangements set out in this Rewards to Inventors Policy will have effect from 1 April 
2006, the date AFBI was established, to bring it into line with other PSREs and Institutions 
that have been operating within this Government policy for several years prior to the creation 
of AFBI.

These arrangements apply to all income derived from the commercial exploitation of AFBI 
Intellectual Property Rights (IPR).

2.	 Eligibility and Definitions

For the purposes of this Rewards to Inventors Policy, a member of staff will be eligible for 
a reward where Intellectual Property Rights (IPR), are commercially exploited, resulting in 
payment to AFBI by way of royalty, subject to eligibility under section 3.

Definitions:

IP - includes patents, registered designs, design rights, plant breeders rights, trademarks, 
confidential information, copyright, database rights, novel application of existing technology 
and designs, novel materials, use of data, software, training materials, a new device, a 
new management system and the use of applications and rights in confidential information 
(including know-how and trade secrets).

Commercial Development or Exploitation - any sale, transfer, assignment, licence or other 
dealing in the IP and/or the supply, sale or licence of goods or services involving the use of IP 
which generates revenue as defined below.

Exploitation Agreement - an agreement setting out the agreed form of exploitation to be 
applied to IP by way of an assignment, licence etc.

Revenue - any income received or receivable in respect of Exploitation of IP, received by AFBI 
from external partners and sources, as a payment for intellectual property by way of licence 
fees and/or royalties.

3.	 Staff Covered by the Rewards to Inventors Policy

The Rewards to Inventors Policy covers AFBI staff who are actively engaged in the origination 
of Intellectual Property Rights (IPR) or other scientific development or output which has 
resulted in Commercial Exploitation generating Revenue as follows:

Inventor/Promoter – Inventor as defined in the context of the UK Patents Act (1977) or lead 
promoter in the development of the commercially exploitable IP.
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Contributor - providing demonstrable creative assistance to the Inventor in the development 
of the innovation or novel application thereof.

Staff who are clearly dedicated to the project team but not necessarily making a personal 
contribution to the innovation or novel application, e.g. facilitating data recording, technical 
operations, administration are not entitled to a reward unless they can be demonstrated as 
either Inventors or Contributors.

Where IP is created in a new invention, it is the responsibility of the inventors to formally 
disclose the invention to AFBI Innovations at the earliest stage possible so that the invention 
can be evaluated and protected. An AFBI Technology Disclosure Form should be used for the 
purpose. The disclosure process requires inventors to identify inventors and contributors 
and agree their percentage contribution to the invention; AFBI Innovations can advise on this 
process.

The proposed share allocation for a specific project team will be reviewed and signed-off by 
the CEO in advance of any commercial exploitation. AFBI will distribute the net income from 
IPR to the project team in line with Revenue Sharing as outlined in Section 5.

Where IP is exploited and royalties are earned by AFBI, inventors shares under this Rewards 
to Inventors Policy will be honoured if they are no longer employed by AFBI. In the event of a 
researcher’s death, the entitlement shall continue for the benefit of his or her estate.

4.	 Calculation of Net Income

AFBI will calculate the net revenue available for distribution by offsetting any costs or 
expenses it incurs in the process of obtaining and maintaining exploitation that are not 
externally funded or otherwise recoverable including:

■■ costs associated with the protection of the Invention/IPR etc;

■■ costs associated with marketing the Invention/IPR etc;

■■ costs of legal work and agreements associated with the Invention/IPR etc;

■■ overheads in carrying out the exploitation of the Invention/IPR etc;

■■ costs associated with the administration of the Rewards to Inventors Policy.

All such costs will be captured, identified and calculated within AFBI’s computerised cost 
management system wherein all staff time (and costs) and associated resource costs 
(consumables, overheads) and capital costs are recorded and tracked against specific, coded 
activities. Historical research costs will not be recovered from the royalty income. AFBI’s 
systems will record staff time, patent costs, legal costs etc. It is highly unlikely that capital 
costs will need to be tracked for cost recovery purposes.

5.	 Revenue Sharing

The net revenue will be distributed in accordance with the Revenue Sharing table below. 
Net revenues to AFBI are cumulative, indicating net revenue accrued during the whole life 
exploitation of any IP, for example any patent family derived from a single parent filing.

Net Revenue Received By 
AFBI (£)

Inventor/ Project 
Team Share % AFBI Share %

(a) 0 - 1,000 100% gross 0%

(b) 1,000 - 101,000 25% net 75%

(c) >101,000 10% net 90%
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This Revenue Sharing is designed to optimise the motivation of staff to identify and 
commercialise their research. All of the first £1,000 will be paid to staff (gross), 25% of the 
next £100,000 (net of costs) and 10% of monies in excess of £100,000 (net of costs).

As an example, an IPR-related income of £241,000 which cost £40,000 to achieve would be 
shared as follows:

£40,000 deducted to cover AFBI expenses, then:

Net Revenue Received By 
AFBI (£)

Inventor/ Project 
Team Share £ AFBI Share £

(a) 0 - 1,000 1,000 0

(b) 1,001 - 100,001 25,000 75,000

(c) >100,001 10,000 90,000

Totals: 36,000 165,000

6.	 Payment

Staff will be paid within three months of the end of the financial year in which AFBI receives 
the IPR income. Payment will be due to staff while they remain in the employment of AFBI and 
also after they have ceased to be AFBI employees.

Payment to staff will be subject to prevailing statutory deductions and will be paid with salary.

7.	 Appeals

Appeals will be dealt with as outlined in AFBI Innovations guide to Relationship Management 
and Conflict Resolution.

8.	 Review

The operation of this policy will be reviewed annually.
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Annex 5 – An overview of the problems the Department has 
encountered with benchmarking of AFBI, how and in what areas 
benchmarking is progressing and the order of associated expenditure. 
Also, please provide information in relation to where benchmarking is 
delivering results.

1.	 Some initial benchmarking work has been carried out in the Department. A number of 
commissioning branches have benchmarked AFBI’s costs with alternative providers or 
comparator organisations. Benchmarking has been carried out for milk diagnostic testing, 
silage analysis, analytical testing in relation to food technology and Transmissible spongiform 
encephalopathy (TSE) testing.

2.	 The total annual expenditure associated with these areas and which has been subjected to 
benchmarking is approximately £560k.

3.	 Depending on the nature of the tests, branches have been able to make a direct price 
comparison with other suppliers (mainly private sector laboratories), although this has not 
been the case across the board and some branches have been unable to obtain a direct price 
comparison.

4.	 The main obstacle to benchmarking is being able to make a like for like comparison of the 
service which DARD demands in addition to routine testing. DARD requires and is reliant on 
AFBI to maintain its capability to respond appropriately in the event of an emergency which 
poses a threat to the agri-food economy, animal / plant health or welfare, or to public health. 
In these circumstances an appropriate response would include immediate availability of 
suitable local specialist scientific expertise, advise and resources; rapid scientific, technical 
and analytical support, and where necessary the redeployment of personnel, equipment and 
work activities to facilitate a rapid and often sustained response.

5.	 Without access to this local response capability DARD would have to send samples to either 
GB (transport difficulties) or the south (potential difficulties moving hazardous / potentially 
hazardous material into another Member State). Both options would also result in longer 
time for testing to be completed. In addition a significant concern is that there would not be 
the same guaranteed rapid access to scientific expertise which must be deployed on site or 
be immediately available to assist decision making as part of the emergency command in a 
crisis situation.

6.	 In some cases, branches reported that AFBI’s costs have been more competitive than 
those of other providers. For others, AFBI has been more expensive when considering cost 
alone however when other non-monetary factors are also taken into account (expertise, 
ability to meet full contract specification, delivery costs, speed of results and risk), AFBI has 
demonstrated better value for money overall.
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Annex 6: how many projects referred to in the NIAO report were 
completed under full appraisal threshold and under the initial estimates

■■ Of the 125 projects referred to in the NIAO report, 52 were completed under the full 
appraisal threshold of £150k and 50 were completed under their initially estimated costs.
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Annex 7:
Information on when DARD’s Research and Development change control process was 
introduced and the impact it has had on projects since its introduction

1.	 Since the introduction of the Evidence and Innovation (E&I) process in 2011, change 
control procedures have been in place. DARD has continually reviewed the monitoring 
arrangements to ensure that projects are carefully managed and that any changes in relation 
to deliverables, timescales or budget are notified quickly and that appropriate approvals for 
such changes are provided. The process to do that is set out below.

2.	 E&I projects undergo review on a quarterly basis and comprehensive annual reports are also 
provided by AFBI to DARD. Quarterly reports are due with DARD six weeks after the end of the 
quarter and annual reports are required to be submitted by AFBI eight weeks after the year 
end.

3.	 The quarterly monitoring reports submitted by AFBI provide a mechanism for DARD Policy 
Leads to consider the progress of the project against the research timetable, milestones, 
deliverables and costs, as outlined in the agreed Full Format Proposal (FFP) and provide an 
opportunity for the Project Lead in AFBI to identify and highlight any particular areas where the 
research work or outcomes are diverging from the expected pathway.

4.	 This provides a mechanism for determining the viability of the project both by the Project Lead 
and by the Policy Lead in DARD. If preliminary findings mean that the outcomes expected from 
the work will vary significantly from those projected in the FFP, the Project Lead and the Policy 
Lead discuss the implications.

5.	 If the DARD Policy Lead is content with the proposed change to the project’s timescales, 
deliverables or cost, they alert the relevant Programme Management Board (PMB) Chair 
and Science, Evidence and Innovation Policy Division (SEIPD) to the change. SEIPD reviews 
the change in light of both scientific considerations and budget restrictions. The FFP and 
appraisal are then revisited and updated as appropriate and in that review, if there is a 
significant variance, or DARD decides to amend a project or amend its objectives, the project 
is escalated to the relevant PMB and if necessary to Evidence and Innovation Priorities Group 
(EIPG) for consideration. All parties must agree to the change before it is affected.

6.	 The nature of research itself means that the scope and direction of a project often has 
to be reconsidered as interim results become available. The process in place allows 
information that becomes available at each stage to be fed into the review of the project and, 
if necessary, it allows necessary adjustments to be made to maximize the benefits of the 
project, the outputs it delivers and, as a result, the value for the Department.

7.	 This process has been in place since 2011 and allows for regular consideration of projects. 
However, we do keep our procedures under review and during 2014 we will update our change 
control process. This will take account of our experience in operating the existing process 
over the last three years with the anticipated main difference being that AFBI Project Leads 
will be able to alert their DARD Policy Leads to changes to projects without having to wait for 
a formal quarterly monitoring return.
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Annex 8A: information in relation to the duration of the 125 projects 
examined by the NIAO and an explanation as to why it is possible to 
provide this information at this stage but it was not possible when the 
NIAO conducted its fieldwork

1.	 At the time of the NIAO’s fieldwork, 80 of the 125 projects examined were ongoing and 45 
were completed.

2.	 The expected duration of the 80 ongoing projects was provided to the NIAO on the basis 
of start year and estimated end year, as specified in the original project proposals. It was 
not possible to provide the NIAO with the final duration of the ongoing projects given their 
continuing status at the time of the NIAO’s fieldwork. However, the status of those projects 
has since moved on following their review by DARD in March 2012 and it is now possible to 
calculate their actual duration. This information is provided at Annex 8B.

3.	 The expected duration of the 45 completed projects was provided to NIAO based on their 
start year and end year as specified in the original project proposals. Actual start and end 
dates for the completed projects were provided to NIAO which enabled their duration to be 
calculated.
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Note: Out-turn duration calculated from Outturn StartDate (i.e. Earliest date costed to project 
on TTRS) and Out-turn End (i.e. Final Report Date or LatestDate on TTRS if Final Report not 
submitted)

 
Annex 8 B - R&D project duration 

       

    
Proposal 
Expected  Out-turns PPE 

completed?   Project Title Duration StartDate EndDate Duration Note: Out-turn duration 
calculated from Out-
turn StartDate (i.e. 
Earliest date costed 
to project on TTRS) 
and Out-turn End 
(i.e. Final Report 
Date or LatestDate 
on TTRS if Final 
Report not 
submitted) 

0096 
The economic implications of agricultural policy and market reforms in 
transition economies. 4 01/02/01 25/09/07 6.6 Yes 

0011 
The influence of Low Voltage Electrical Stimulation (LVES) on red meat 
quality. 4 01/07/00 03/08/07 7.1 Yes 

0021 Factors affecting the sensory quality of potatoes. 3 01/09/01 01/07/09 7.8 Yes 

0099 
Development of near infrared reflectance spectroscopy (NIRS) calibrations 
to predict the in vivo digestibility of grass. 3 01/07/00 23/09/10 10.2 Yes 

  
0101 

The formation of social relationships in pigs: implications for housing and 
management practices. 4 01/07/02 22/06/11 9.0 Due 2014 

  
0114 

An examination of the potential contribution of cross breeding to improve 
the profitability of dairying in Northern Ireland. 6 01/04/01 24/08/12 11.4 Due 2015 

  

0260 

An investigation of the effect of protozoan engulfment of verotoxigenic, 
necrotoxigenic Escherichia coli and Campylobacter jejuni on their 
subsequent resistance to food processing operations. 4 01/10/04 28/07/09 4.8 Yes 

  
0269 

Developing management strategies to improve the welfare, health and 
performance of dairy herd replacements. 5 01/02/04 23/06/11 7.4 Due 2014 

  0290 An investigation into factors affecting voluntary feed intake in pigs. 5 01/07/04 05/07/10 6.0 Yes 
  0303 Hydrological charactersisation of a typical drained grassland soil. 3 01/04/04 16/07/12 8.3 Due 2015 
  0304 Strategies for reducing lameness in Northern Ireland dairy herds. 5 01/04/04 23/06/11 7.2 Due 2015 
  

0310 
Surface applied soil conditioners and soil water relations - influence on P 
loss from grassland 3 01/04/04 31/03/10 6.0 Due 2013 

  0311 The existence and extent of bypass flow conduits in NI soils 3 01/04/04 23/08/12 8.4 Due 2015 
  

0313 
Influence of slurry management upon soil biomass, biodiversity and carbon 
and mineral cycling. 3 01/01/05 02/06/10 5.4 Yes 

  
0338 

The application of novel processing technologies for the preservation of 
foods. 3 01/04/06 05/10/10 4.5 Due 2013 

  

0350 

An intensive genetic study of Atlantic salmon populations of the N.Ireland 
system, including assessment of population contribution to mixed stock 
fisheries. 2 01/09/03 14/09/10 7.0 Due 2013 

  

0351 
Interactions between the phosphorus content of cattle manure and losses 
of phosphorus in surface runoff following manure applications to grassland. 3 01/11/05 23/09/08 2.9 Yes 

  0383 Management and nutrition of calves during the neonatal period 3 01/02/04 21/06/07 3.4 Yes 
  

0384 
The effect of compensatory growth during the rearing period on 
performance of dairy heifers. 3 01/10/03 19/08/08 4.9 Yes 

  0391 Factors affecting pig performance 3 17/03/08 16/06/11 3.2 Yes 
  0402 Low input forages for ruminant production systems. 5 01/03/05 16/06/11 6.3 Due 2014 
  

0427 
Developing novel supplementation strategies for dairy cows to improve 
nutrient efficiency and animal health and welfare. 3 29/05/06 11/06/10 4.0 Yes 

  0440 Alternatives to antibiotic growth promoters for broilers 3 04/06/07 06/10/10 3.3 Due 2014 
  0454 Forest impacts on upland lakes 3 29/10/07 10/07/09 1.7 Yes 
  0458 Improving heifer rearing regimes on farms in Northern Ireland 3 21/05/07 14/06/11 4.1 Yes 
  0516 Efficient and safe use of nutrients in animal manures 3 11/06/07 15/06/11 4.0 Due 2014 
  

0517 
The effects of curtailing P fertiliser inputs on the P status of soils and P 
losses to surface runoff and land drainage water. 3 01/04/06 07/07/10 4.3 Due 2013 

  0530 Impact of clover sward on milk fat composition and properties 2 04/09/06 25/05/10 3.7 Due 2014 
  

0542 
A comparison of three contrasting systems of milk production for spring 
calving dairy cows 4 13/10/08 09/07/13 4.7 Due 2015 

  

0544 

Measurement of grass growth & utilisation & herd performance to enable 
the development & implementation of decision support systems to optimise 
performance in different regions of NI 5 07/04/08 08/08/12 4.3 Due 2015 

  0549 Maximising returns from beef progeny sourced from the dairy herd 4 04/09/06 16/06/11 4.8 Yes 
  0604 High pressure processing of foods to improve quality and safety 3 16/07/07 13/08/12 5.1 Due 2015 
  

0612 
Irish Sea ecosystems health: delivering the science to underpin an 
ecosystem approach to sustainable management 5 31/03/08 12/09/12 4.4 Due 2016 

  0615 Measures to improve nitrogen efficiency in Northern Ireland 3 04/06/07 23/08/12 5.2 Due 2015 
  0617 Monitoring soil quality in Northern Ireland 3 04/06/07 13/06/12 5.0 Due 2015 
  

0618 
Monitoring the effectiveness of the nitrates action programme for Northern 
Ireland 3 04/06/07 25/11/13 6.5 Due 2016 

  
0620 

The effect of increasing levels of carbon dioxide in the atmosphere on 
carbon and nitrogen dynamics in temperate grassland soils 3 21/01/08 29/08/12 4.6 Due 2016 

  0622 Low input forages for beef production   3 25/02/08 16/06/11 3.3 Due 2014 
  0625 On-farm methods to improve pig meat quality 3 24/03/08 20/08/12 4.4 Due 2015 
  0626 Recruitment process & stock dynamics of Irish Sea fin-fish populations 5 07/04/08 01/08/13 5.3 Due 2016 
  0649 Anaerobic Digestion 3 03/09/07 02/04/12 4.6 Due 2015 
  0655 Evaluation of a constructed wetland treatment of farmyard dirty water 3 29/09/08 22/06/11 2.7 Due 2014 
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0351 
Interactions between the phosphorus content of cattle manure and losses 
of phosphorus in surface runoff following manure applications to grassland. 3 01/11/05 23/09/08 2.9 Yes 

  0383 Management and nutrition of calves during the neonatal period 3 01/02/04 21/06/07 3.4 Yes 
  

0384 
The effect of compensatory growth during the rearing period on 
performance of dairy heifers. 3 01/10/03 19/08/08 4.9 Yes 

  0391 Factors affecting pig performance 3 17/03/08 16/06/11 3.2 Yes 
  0402 Low input forages for ruminant production systems. 5 01/03/05 16/06/11 6.3 Due 2014 
  

0427 
Developing novel supplementation strategies for dairy cows to improve 
nutrient efficiency and animal health and welfare. 3 29/05/06 11/06/10 4.0 Yes 

  0440 Alternatives to antibiotic growth promoters for broilers 3 04/06/07 06/10/10 3.3 Due 2014 
  0454 Forest impacts on upland lakes 3 29/10/07 10/07/09 1.7 Yes 
  0458 Improving heifer rearing regimes on farms in Northern Ireland 3 21/05/07 14/06/11 4.1 Yes 
  0516 Efficient and safe use of nutrients in animal manures 3 11/06/07 15/06/11 4.0 Due 2014 
  

0517 
The effects of curtailing P fertiliser inputs on the P status of soils and P 
losses to surface runoff and land drainage water. 3 01/04/06 07/07/10 4.3 Due 2013 

  0530 Impact of clover sward on milk fat composition and properties 2 04/09/06 25/05/10 3.7 Due 2014 
  

0542 
A comparison of three contrasting systems of milk production for spring 
calving dairy cows 4 13/10/08 09/07/13 4.7 Due 2015 

  

0544 

Measurement of grass growth & utilisation & herd performance to enable 
the development & implementation of decision support systems to optimise 
performance in different regions of NI 5 07/04/08 08/08/12 4.3 Due 2015 

  0549 Maximising returns from beef progeny sourced from the dairy herd 4 04/09/06 16/06/11 4.8 Yes 
  0604 High pressure processing of foods to improve quality and safety 3 16/07/07 13/08/12 5.1 Due 2015 
  

0612 
Irish Sea ecosystems health: delivering the science to underpin an 
ecosystem approach to sustainable management 5 31/03/08 12/09/12 4.4 Due 2016 

  0615 Measures to improve nitrogen efficiency in Northern Ireland 3 04/06/07 23/08/12 5.2 Due 2015 
  0617 Monitoring soil quality in Northern Ireland 3 04/06/07 13/06/12 5.0 Due 2015 
  

0618 
Monitoring the effectiveness of the nitrates action programme for Northern 
Ireland 3 04/06/07 25/11/13 6.5 Due 2016 

  
0620 

The effect of increasing levels of carbon dioxide in the atmosphere on 
carbon and nitrogen dynamics in temperate grassland soils 3 21/01/08 29/08/12 4.6 Due 2016 

  0622 Low input forages for beef production   3 25/02/08 16/06/11 3.3 Due 2014 
  0625 On-farm methods to improve pig meat quality 3 24/03/08 20/08/12 4.4 Due 2015 
  0626 Recruitment process & stock dynamics of Irish Sea fin-fish populations 5 07/04/08 01/08/13 5.3 Due 2016 
  0649 Anaerobic Digestion 3 03/09/07 02/04/12 4.6 Due 2015 
  0655 Evaluation of a constructed wetland treatment of farmyard dirty water 3 29/09/08 22/06/11 2.7 Due 2014 
  

0393 
Optimising control of potato late blight with effective use of fungicides and 
cultivars for conventional and reduced input systems. 5 01/04/04 15/06/12 8.2 Due 2015 

  
0417 

An integrated approach to the control of Megaselia halterata during 
mushroom cultivatiomn 3 21/05/07 23/05/11 4.0 Due 2014 

  
0419 

Development of a management information system for grass/white clover 
swards (CloverCheck) for use in low input grassland production 3 21/05/07 26/05/11 4.0 Due 2014 

  
0445 

Adaptation of a herbage growth model to predict herbage and legume 
content in swards containing grass or red clover 3 21/05/07 26/05/11 4.0 Due 2014 

  
0501 

New molecular tools for rapid detection of viral pathogens of threat to plant 
health & NI agri-food sector 3 05/05/08 20/05/11 3.0 Due 2014 

  
0510 

Evaluation of Armagh Orchard Trust Apple Gene Bank for potential cultivars 
suitable for organic apple production 4 25/06/07 03/07/12 5.0 Due 2015 

  
0511 

Evaluation of tunnel spraying on Bramley apples grown in a hedge system 
for potential reduction of agrochemicals 4 18/06/07 11/08/11 4.1 Due 2014 

  0514 Management tools for agri-environment schemes 3 29/05/06 08/06/11 5.0 Due 2014 
  

0523 
Enhancing legume performance: molecular genetics of high efficiency 
nitrogen fixing legume symbiosis 3 13/10/08 02/07/13 4.7 Due 2016 

  

0601 
Improvements in nutrient utilisation, feeding value & climate change impact 
of forage grasses - development of rapid tools to assess herbage quality 5 28/04/08 09/09/13 5.4 Due 2016 

  
0629 Optimising management of N nutrition in winter wheat in relation to RB 209 4 23/04/07 07/08/13 6.3 Due 2016 

  0642 Weed management in organic arable & horticultural crops 3 07/04/08 26/04/10 2.1 Yes 
  

0702 
Use of Short Rotation Coppice (SRC) Willow for the bioremediation of farm 
wastewater 7 14/05/07 02/12/13 6.6 Due 2016 

  0729 Monitoring arthropod-vectors of bluetongue & other animal disease 3 17/03/08 22/06/12 4.3 Due 2015 
  

0407 
Application of high-resolution M. Bovis strain typing to pathogenesis and 
control of bovine TB 3 01/02/06 12/03/13 7.1 Due 2014 

  0539 Diagnosis of emerging bacterial pathogens of zoonotic significance 3 07/04/08 27/05/11 3.1 Due 2014 
  

0747 
Development & application of a panel of molecular diagnostic assays for the 
detection of bluetongue virus & other insect vector-borne virus diseases 3 11/02/08 12/09/11 3.6 Due 2014 

  9904 Epidemiological Study of Salmonella Infections in Farm Animals 3 01/06/00 28/05/04 4.0 Yes 
  9921 An Economic Study of the Northern Ireland Land Market. 3 01/03/00 20/05/03 3.2 Yes 
  

0009 
Investigation into the pathogen / host relationship in the development of 
lesions in Mycoplasma bovis calf pneumonia. 3 01/04/00 18/06/07 7.2 Yes 

  
0011 

The influence of Low Voltage Electrical Stimulation (LVES) on red meat 
quality. 4 01/07/00 03/08/07 7.1 Yes 
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0020 Importance of raw meat composition for the flavour of cooked beef 3 01/04/01 25/07/07 6.3 Yes 
  0021 Factors affecting the sensory quality of potatoes  3 01/09/01 01/07/09 7.8 Yes 
  

0030 
Investigation of the incidence and persistence of Mycobacterium avium 
susp. paratuberculosis (MAP) in food and its possible role in Crohns disease.  4 01/04/00 22/07/04 4.3 Yes 

  
0037 

An investigation of some factors influencing herd response to standard lipid 
supplemented diets designed to optimise milk fat composition  3 01/02/00 16/06/04 4.4 Yes 

  
0046 

An investigation of quorum sensing and nutritional triggers of extracellular 
enzymes by psychrotrophs of milk origin. 3 01/07/00 16/06/04 4.0 Yes 

  0068 Nutrient balances on grazed grassland. 3 01/03/01 20/07/04 3.4 Yes 
  

0081 
The Nature, Causes and Management of Spatial Variability in Forage Grass 
Production. 3 01/09/00 11/06/04 3.8 Yes 

  
0082 

Measurement, Modelling and Management of Nutrient Fluxes in Grass-
based Agriculture. 4 01/12/00 27/06/05 4.6 Yes 

  0085 Lough Melvin lake and catchment study 3 01/07/01 08/06/04 2.9 Yes 
  

0088 
Role of orchard hygiene in the potential reduction of fungicide use for 
control of apple scab (Venturia inaequalis). 5 01/03/01 12/05/05 4.2 Yes 

  
0096 

The economic implications of agricultural policy and market reforms in 
transition economies 4 01/02/01 25/09/07 6.6 Yes 

  
0117 

A comparison of poultry meat Campylobacter spp. with those isolated from 
human disease. 3 01/08/02 26/07/07 5.0 Yes 

  0128 Microbiology of Agaricus mushroom casing 3 01/04/02 13/06/08 6.2 Yes 
  0138 Improving the genetic potential of hill ewes through crossbreeding  5 01/02/03 19/05/10 7.3 Yes 
  

0145 
The development of protocols for the microbiological assessment of red 
meat carcasses, in the context of HACCP. 2 01/06/02 15/06/06 4.0 Yes 

  0160 Nutrient profiling of potatoes growing in hydroponics 3 01/04/03 29/04/05 2.1 Yes 
  

0214 
Investigation and quantification of the effects of environmental factors on  
grass growth and development. 3 01/03/96 23/06/08 12.3 Yes 

  
0218 

Production and evaluation of advanced molecular and non-molecular 
reagents and techniques for diagnosis of exotic virus diseases 3 01/05/02 07/08/08 6.3 Yes 

  0220 Early pathogenesis and control of porcine circovirus disease 3 01/05/02 15/08/08 6.3 Yes 
  

0250 
A Socio-Economic Investigation of Farmer Retirement and Farm Succession 
in Northern Ireland 2 01/04/03 05/07/06 3.3 Yes 

  0256 Developing easy-care systems of lowland sheep production 3 01/10/03 20/02/08 4.4 Due  
  

0265 
Astrovirus-associated enteritis and growth retardation in Northern Ireland 
poultry 3 01/05/03 08/08/08 5.3 Yes 

  0289 Defining the nutritive value of cereals for pigs and poultry 4 01/01/05 12/06/09 4.4 Yes 
  

0315 
Modelling and monitoring the impact of potential NVZ designations on 
surface water quality and farm management practices. 3 01/10/03 17/05/06 2.6 Yes 

  
0317 

Soil quality indicators for sustainable agriculture and the aquatic 
environment in Northern Ireland 3 01/09/03 17/05/06 2.7 Yes 

  
0332 

Management of diseases and weeds of cereal crops grown under organic 
conditions 4 01/05/04 17/04/07 3.0 Yes 

  
0335 Control of invasive weeds of grassland in environmentally sensitive areas 4 01/06/04 31/05/07 3.0 Yes 

  
0339 

Improving the detection and control of fungal and bacterial pathogens of 
potato tubers 3 01/04/04 10/09/08 4.4 Yes 

  

0351 
Interactions between the phosphorus content of cattle manure and losses 
of phosphorus in surface runoff following manure applications to grassland 3 01/11/05 23/09/08 2.9 Yes 

  0369 Disease resistance markers in forage grasses. 4 01/09/03 03/06/09 5.8 Due 2013 
  0371 The use of high hydrostatic pressure for the preservation of foods 3 01/06/04 08/06/07 3.0 Yes 
  

0372 
To develop robust visible and near infrared calibrations for assessing fibre 
and yarn quality. 3 01/04/04 10/09/08 4.4 Yes 

  
0384 

The effect of compensatory growth during the rearing period on 
performance of dairy heifers 3 01/10/03 19/08/08 4.9 Yes 

  0405 Improving the nitrogen use efficiency of fertiliser urea 3 01/04/03 21/06/07 4.2 Yes 
  

0418 
Evaluation of Smart Fresh (1-MCP) as a growth regulator for enhancing the 
quality of Bramley apples in long term storage 4 01/01/05 14/10/08 3.8 Yes 

  0431 The Sensitivity of Benthic Habitats in NW Irish and Malin Shelf 3 01/03/05 31/03/09 4.1 Yes 
  0454 Forest impacts on upland lakes  3 29/10/07 10/07/09 1.7 Yes 
  03100 Ecological impacts of Zebra Mussels in NI waterways 3 01/07/04 11/08/05 1.1 Yes 
  

03104 
The identification, status and potential damage of root-knot nematodes 
Meloidogyne spp. in Northern Ireland 3 01/07/04 25/09/08 4.2 Yes 

  
03107 

Diagnostic scheme for the identification of European potato cyst nematode 
(PCN) populations 3 01/07/04 27/05/08 3.9 Yes 

  9637 Mycobacterium bovis antigens in bovine tuberculosis. 3 01/04/96 01/01/01 4.8 Yes 
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Annex 9A: Please provide a breakdown of the cost that had been 
incurred by each project at the time of termination. Witnesses 
submitted that value was retained by the public sector as research from 
these projects was diverted into other subsequent bodies of work. 
Please elaborate on how learning was captured from these projects, 
which of the 52 projects fed into other projects, how the Department 
measures the value of this work and the progress and lessons learned 
from the Post Project Evaluations of those projects.

1.	 The cost breakdown is provided at Annex 9B.

2.	 How was learning captured from the 52 projects?

The learning was captured in a number of ways. Firstly, information and results were fed back 
to DARD Policy Leads through both formal reporting and through oneto-one interaction. The 
latter included scientific advice and input to decision making, and when required, scientific 
advice in relation to emergency situations. The knowhow generated through research helped 
to build a substantial knowledge base within AFBI that has also been used for follow-on 
research. Peer reviewed scientific publications share important scientific information and help 
AFBI to attract national and international research funding.

The outputs from these projects were transferred to the local industry through technology 
transfer events which are delivered in association with CAFRE. Technology transfer articles 
are also published in the local farming press.

3.	 Which of the 52 projects fed into other projects?

In 40 cases the research element had already finished and the project leader was asked 
to write up the project and bring it to a conclusion. In 11 cases, when reviewed against 
current policy objectives, the projects were considered to be less pressing than those coming 
forward under the Evidence and Innovation (E&I) process and so they were brought to an early 
conclusion. Given that the E&I Strategy was the start of the process to ensure that research 
and development was policy initiated and in keeping with DARD’s strategic aims and priorities, 
it is not surprising that projects assessed against this new framework were considered of 
less priority. One project was stopped because of insufficient progress. However, the projects 
that stopped had significant value and indeed some were refocused and included in the E&I 
programme. Examples of such projects include:

■■ Application of high resolution M bovis strain tying to pathogenesis and control of bovine 
TB. While this specific project was brought to an early conclusion, TB research was of 
ongoing importance to DARD and the Department has continued to commission TB 
projects within the E&I Programme.

■■ Monitoring arthrop-vectors of bluetongue and other animal diseases. This project was 
brought to a conclusion but similar work was commissioned within the E&I programme. 
This work was important in providing evidence in relation to the vector free period when 
Bluetongue was detected on a farm in Northern Ireland.

4.	 How does DARD measure the value of this work?

In addition to considering monetary value / return, the value of the work can also be measured 
in relation to its support for policy development and innovation and its contribution to the 
provision of an emergency response capacity. By way of example, the following projects were 
formally stopped as part of the review process in 2012 and their value is summarised below:

Supporting Policy
■■ Efficient and safe use of nutrients in animal manures - AFBI research demonstrated that, 

due to local management and feed, dairy cows in NI produced 9% less manure than cows 
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in England. This was used to negotiate a higher stocking rate of dairy cattle for NI than 
was allowed for England. Result is that NI dairy farms can produce 9% more milk per ha, 
equating to a potential benefit estimated at £6.24m between 2006 and 2012. Research 
cost was £650k.

■■ Recruitment process and stock dynamics of Irish Sea fin-fish populations and DARD 
project 0612: Irish Sea ecosystem health: delivering the science to underpin an 
ecosystem approach to sustainable management. Data gathered by AFBI’s marine 
fish stock assessments allow negotiation of best outcomes for NI fishing sector in EU 
Fisheries Negotiations. For example, in 2013, EU proposed cutting the NI TAC (total 
allowable catch) for nephrops by 12%. AFBI data helped reverse the cut and deliver a net 
6% increase in TAC, worth more than £1.5m pa. Research cost £340k pa.

Supporting Innovation
■■ Development of near infrared reflectance spectroscopy (NIRS) calibrations to predict the 

in vivo digestibility of grass. AFBI led research developed new systems for predicting the 
feeding value of silage. Now used across UK/Ireland. Estimated benefits to NI of £1.25m 
pa. Research cost £511k. Further research with UK partners developed the UK Feed into 
Milk Rationing System now adopted across UK can improve efficiency by 10%. Assuming 
20% adoption across NI gives a return of £3.35m pa. Research cost £360k.

■■ Improving heifer rearing regimes on farms in Northern Ireland. Funded by DARD & 
AgriSearch. Developed blueprint for heifer rearing that can save 1p per litre of milk 
produced. Assuming adopted by 5% of producers (recent survey suggests this is modest), 
saving to industry of £990k pa. Research cost £320k.

Emergency Response
■■ Monitoring arthrop-vectors of blue tongue and other animal diseases and

■■ Development and application of panel of molecular diagnostic assays for the detection 
of blue tounge virus and other insect vector-borne diseases. AFBI was able to show that 
BTV positive animals detected at post import testing within NI had not infected the local 
midge population and thus ensured that NI’s BTV free status was maintained. The work 
undertaken by AFBI demonstrated transplacental spread of this diseases for the first time 
and informed the EU policy on control measures.

5.	 Progress and lessons learned from PPEs

A total of 14 PPEs have been completed from the 52 projects stopped in 2012. The 
remainder are scheduled for completion but have not yet fallen due. Whilst section 4 
above highlights examples of the impact delivered from a selection of these projects, the 
points below summarise additional lessons learnt from the PPEs completed to date. Those 
lessons have been primarily in relation to research management and the importance of the 
dissemination of research results.

■■ There was a tendency to underestimate the resources required for projects in terms of 
staff time, consumables, maintenance etc. This made completing the project within the 
initial budget very difficult.

■■ The number of outputs tended to be underestimated. Most projects over delivered e.g. in 
number of referred publications, Technology Transfer events etc.

■■ On several occasions, the results from research provided information that impacted upon 
the work of other government agencies, for example, evidence of a decline in water quality 
which had severe implications on fish stocks. This highlighted the importance of engaging 
with other government bodies and stakeholders such as DOE and industry so that they 
could act on results.
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Annex 9B – Costs (£) incurred on terminated projects at point of cessation 
PMB 1 -  

1 
 

Cost

0011 The influence of Low Voltage Electrical Stimulation (LVES) on red meat 
quality

160,304

0020 Importance of raw meat composition for the flavour of cooked beef 481,285

0021 Factors affecting the sensory quality of potatoes 17,164

0099 Development of near infrared reflectance spectroscopy (NIRS) 
calibrations to predict the in vivo digestibility of grass

305,242

0134 Epidemiology and control of apple canker caused by Nectria galligena 144,094

0289 Defining the nutritive value of cereals for pigs and poultry 1,246,481

0384 The effect of compensatory growth during the rearing period on 
performance of dairy heifers

101,392

0391 Factors affecting pig performance 594,637

0417 An integrated approach to the control of Megasella halterata during 
mushroom cultivation

407,506

0419 Development of a management information system for grass/white clover 
swards (CloverCheck) for use in low input grassland production

326,631

0445 Adaptation of a herbage growth model to predict herbage growth and 
legume content in swards containing grass and white or red clover

40,398

0458 Improving heifer rearing regimes on farms in Northern Ireland 340,660

0530 Impact of clover sward on milk fat composition and properties 367,781

0542 A comparison of three contrasting systems of milk production for spring 
calving dairy cows

249,944

0549 Maximising returns from beef progeny sourced from the dairy herd 766,869

604 High pressure processing of foods to improve quality and safety 1,114,766

0615 Measures to improve nitrogen use efficiency in Northern Ireland 448,362

0622 Low input forages for beef production 179,347

0716 Development of a phenotypic database for the Northern Ireland beef 
industry

133,105

0721 Interactive effects of palletised lime and fertiliser N on sward productivity 45,738

0809 Developing breeding strategies for sustainable sheep production systems 
in Northern Ireland

584,040

9920 To assess the potential of the Norwegian Dairy Cattle breed (NRF) as an 
alternative to Holstein Friesian breed for NI

395,528

Title#
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PMB 2 
 

2 
 

Cost

0101 The formation of social relationships in pigs:implications for 
housing and management practices

357,455

0808 Evaluation of the factors influencing rates of adoption of sheep 
research in NI

299

Title#
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PMB 3 
 

3 
 

Cost

0162 Forest Insect Pests - Management and Quarantine Diagnostics 57,630

0269 Developing management strategies to improve the welfare, health and 
performance of dairy herd replacements

0

0290 An investigation into factors affecting voluntary feed intake in pigs. 0

0304 Strategies for reducing lameness in Northern Ireland dairy herds 293,544

0383 Management and nutrition of calves during the neonatal period 232,992

0393 Optimising control of potato late blight with effective use of fungicides and 
cultivars for conventional and reduced input systems 

790,318

0407 Application of high-resolution M. bovis strain typing to pathogenesis and 
control of bovine TB

1,172,054

0440 Alternatives to antibiotic growth promoters for broilers 625,955

0501 New molecular tools for rapid detection of viral pathogens of threat to Plant 
Health and NI agri-food sector

311,280

0510 Evaluation of Armagh Orchard Trust Apple Gene Bank for potential 
cultivars suitable of organic apple production in Northern Ireland (I. 
Establishment Phase)

197,815

0511 Evaluation of tunnel spraying on Bramley trees grown in a hedge system 
for potential reduction of agrochemicals

123,379

0539 Diagnosis of Emerging Bacterial Pathogens of Zoonotic Significance 218,360

0714 Effectiveness of different footbath solutions in the treatment of digital 
dermatitis in dairy cows

77,172

0717 Developing breeding and management strategies to reduce lameness in 
the Northern Ireland sheep industry

121,088

0729 Monitoring arthrop-vectors of bluetongue and other animal diseases 588,619

0747 Development and application of panel of molecular diagnostic assays for 
the detection of bluetongue virus and other insect vector-borne diseases

371,524

Title#



Report on The Agri-Food and Biosciences Institute (AFBI)

152

PMB 4 
 

4 
 

 

Cost

0158 Interactions of willow varities grown in mixtures contributing to 
sustainability

1,106,082

0282 Sustainability of trees in woodland and farmland ecosystems 452,957

0303 Hydrological characterisation of a typical drained grassland soil 304,861

0310 Surface applied soil conditioners and soil water relations - 
influence on P loss from grassland

123,294

0311 The existence and extent of bypass flow conduits in NI soils 308,809

0514 Management tools for agri-environment schemes 699,439

0516 Efficient and safe use of nutrients in animal manures 259,565

0620 The effect of increasing levels of CO2 in the atmosphere on 
carbon and nitrogen dynamics in temperate grassland soils

61,566

0649 Anaerobic Digestion 296,294

0655 Evaluation of a constructed wetland for treatment of farmyard dirty 
water

137,142

0700 Nutritional strategies to reduce methane and nitrogen emissions 
of dairy cows

310,111

0708 Harvesting and utilisation of forest brash as biomass material 111,787

Title#
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List of Witnesses who Gave Oral Evidence 
to the Committee

1.	 Mr Noel Lavery, Accounting Officer, Department of Agriculture and Rural Development (DARD);

2.	 Mr Gerry Lavery, Deputy Secretary, DARD;

3.	 Mr Seamus Kennedy, Chief Executive, AFBI;

4.	 Mr Norman Fulton, Director of Policy and Economics, DARD;

5.	 Mr Kieran Donnelly, Comptroller and Auditor General; and

6.	 Ms Fiona Hamill, Treasury Officer of Accounts, Department of Finance and Personnel.
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