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2.2

2.3

2.4

Review of Governance in the
Northern Ireland Housing Executive

Follow-up Report
November 2013

Introduction

The Department for Social Development’s Head of Internal Audit has undertaken a review
of the implementation of the recommendations made in the Review of Governance in the
Northern Ireland Housing Executive that reported in December 2010.

Background

In October 2010, the Department instigated a review of the governance arrangements within
the Northern Ireland Housing Executive. As a result of that review 75 recommendations
were made to strengthen those governance arrangements and these were accepted by

the NIHE Board and management. As part of its monitoring regime, the Department has
received assurances from both the current and previous Acting NIHE Chief Executive that the
recommendations were being implemented effectively.

In May 2012 the Department raised concerns about the effectiveness of the implementation
of the recommendations especially with reference to response maintenance contract
management. As a result of these concerns, the Permanent Secretary instructed his Head of
Internal Audit to conduct an independent review of the actions taken by NIHE to implement
those particular recommendations relating to the operation of the independent inspection
function (Corporate Assurance Unit).

As a result of the review a range of special accountability measures were put in place and
a work plan was agreed with the NIHE Chief Executive. Progress on delivering the work plan
is measured through the provision of reports to the Permanent Secretary and discussion at
the monthly accountability meetings between the NIHE Chief Executive and the Permanent
Secretary.

The Assembly’s Public Accounts Committee met on 12 September 2012 to consider the
Comptroller and Auditor General’s report on ‘NIHE Management of Response Maintenance
Contracts’. In February 2013 the Committee published its report titled “Report on the
Northern Ireland Housing Executive: Management of Response Maintenance Contracts”. It
was the Committee’s view that “a culmination of basic failures in governance and management
exposed the Housing Executive to a very significant risk of fraud, impropriety and poor value for
money over many years in relation to its response maintenance expenditure”. The Committee
was also “very concerned that the weaknesses and failings in the management of response
maintenance contracts extend into other areas of Housing Executive activity, such as planned
maintenance.....”. The Committee also recommended “that the Department publicly reports on
the outcome of its review of the progress being made to implement the recommendations from
its governance review as soon as it is completed. The Committee also expects the Department
to continue to monitor progress and report annually on this”.
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4.1

4.2

4.3

Obijectives of Follow-up Review

The Follow-up review sought to establish the progress made in implementing the
recommendations and actions outlined in the 2010 report and Work Plan referred to above:

1. To consider the actions taken in relation to the implementation of recommendations
made in the Review of Governance in the Northern Ireland Housing Executive that
reported in December 2010 and to determine the progress made in implementing
those recommendations;

2. To consider the actions taken in relation to the implementation of the actions outlined
in the Work Plan relating to the special accountability measures developed in response
to the Minister’s letter dated 4th July 2012 and to determine the progress made in
progressing the actions; and

3. To consider the extent to which lessons learned by the Northern Ireland Housing
Executive in respect of the management of Response Maintenance have been applied
to the management of planned maintenance contracts.

4. Objective 1
Follow-up of recommendations in 2010 Governance Report

“To consider the actions taken in relation to the implementation of recommendations
made in the Review of Governance in the Northern Ireland Housing Executive that
reported in December 2010 and to determine the progress made in implementing those
recommendations”.

A total of 75 recommendations were made in the 2010 Governance Review. Sixteen of the
recommendations were considered “Critical Control” recommendations and the remaining 59
were considered as “Good Practice” recommendations. The specific findings in relation to
each recommendation can be found at Annex A.

Of the 16 Critical Control recommendations the Review Team found that 12 had been
implemented, three were partially implemented and the one recommendation had not been
implemented.

Completed Critical Control Recommendations

The Review Team concluded that the following Critical Control Recommendations had been
implemented, more detail on each is provided in Annex A:

m Recommendation 1 — NIHE has developed a Terms of Reference for the Board;

® Recommendation 2 - NIHE undertook a review of its Standing Orders and Scheme of
Delegations in 2011 and further review was undertaken in 2013;

m Recommendation 23 — NIHE reviewed its committee structure and associated Terms of
Reference in 2011, a further review initiated by the new Chair was undertaken in 2013;

® Recommendation 24 — NIHE has established an assurance reporting process, with
quarterly assurance statements being completed by Assistant Director, Director and Chief
Executive;

® Recommendation 26 — Of the 288 schemes in breach of Standing Orders identified in the
2010 review, only7 are currently outstanding;

® Recommendation 32 — NIHE completed a review of the specific Land Disposal Cases
identified in the original report;

® Recommendation 33 — NIHE Internal Audit undertook a review of Land sales as
recommended in 2011, it concluded that “it was not operating completely effectively”.
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4.4

4.5

NIHE Internal Audit completed a follow-up review in 2013 and now consider controls to be
operating effectively;

Recommendation 41 — The Review Team now considers that NIHE is making effective use
of the Repairs Inspection Unit;

Recommendation 42 — NIHE has developed a new statistical response maintenance
inspection regime;

Recommendation 50 - NIHE have identified a number of generic issues that contributed
to its deficiencies in Response and Planned Maintenance, these were articulated by the
Chief Executive in his 29 May 2013 paper to the Board;

Recommendation 51 — The Corporate Assurance Unit has recently appointed a qualified
Gas Safe Engineer and inspections of Heating Response Maintenance and Heating
Planned Maintenance is now included in the current plan of inspections; and

Recommendation 69 — NIHE has developed a Governance Training Programme to some
2451 staff with the remaining 506 staff to receive training in 2013.

Partially Completed Critical Control Recommendations

The Review Team considers that three of the Critical Control Recommendations have been
partially implemented. The three recommendations are

® Recommendation 30 — Review of NIHE Risk Management arrangements

The Review Team noted that NIHE Risk Management arrangements had been subject to
review and Corporate Governance training which included Risk Management had been
provided throughout the organisation. However, the recommendation is deemed partially
implemented as NIHE have not fully adopted the Departments Risk Management template
and continue to transcribe information from their Register into the format used by the
Department when sending quarterly returns to the Department.

NIHE have commented that the “Corporate Risk Register has been produced both
internally for the NIHE Board and externally for DSD in DSD format since early 2012.
We do acknowledge that the Divisional and operational Risk Registers are in a slightly
different template. NIHE Risk registers are designed with a view to enable stakeholders
and risk owners to better understand and manage the risks at this level”;

Recommendation 56 — Succession Planning

NIHE have not yet developed a formal succession plan for all key post and agreed this
with the Board as recommended. This recommendation is deemed partially implemented
as we note that the Director Of Housing and Regeneration has taken steps to address the
succession planning risk in his business area but we note that work on a overall plan for
NIHE has not been completed; and

Recommendation 70 — Learning Lessons from Counter Fraud Work

A paper on lessons learned from the work of the Counter Fraud Unit did issue to the Audit
Committee in October 2011 but there remains no formal process for lessons learned from
individual investigations to be shared within the organisation. The Review Team did note,
however, that the work of the Counter Fraud Unit is reported to and discussed at each
Audit Committee meeting.

NIHE have commented that “they do share information as and when required but accept
further work is needed to put in place a formal process”.

Critical Control Recommendations Not Implemented

The Review Team considers that only one Critical Control Recommendation has not been
implemented, recommendation 25. This recommendation related to a 2007 draft Internal
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4.6

4.7

4.7

5.1

5.2

521

5.2.2

5.2.3

Audit report on Land Disposal. The original review noted that the particular report had
never been finalised or brought to the NIHE Audit Committees attention. The 2010 report
recommended that NIHE Board should seek clarification on why the 2007 Internal Audit
report was not issued. The Review Team found no evidence of a formal review having been
undertaken into the handling of this Internal Audit report.

NIHE has commented that the matter was discussed at “Senior Management Team and at
the NIHE Audit Committee in December 2010. At the Audit Committee in December 2010 the
then CX was asked for an explanation why this was not brought to committee in 2007.”

NIHE have also stated that the current protocols for draft Internal Audit reports should ensure
that this does not happen again and that Land Disposal procedures have been overhauled
and their confidence around the control environment is high.

Conclusion

4.6 The Review Team considers that the Housing Executive has made progress in
implementing the recommendations of the 2010 review. In particular, the NIHE has made
progress in addressing issues relating to Governance, with training having been provided to
the majority of staff and key actions relating to Standing Orders, Scheme of Delegations,
Committee Structures and Assurance reporting having been completed.

However, we note that one Critical Control Recommendation and 5 Good Practice
Recommendations have not been implemented. The Review Team also noted that three
Critical Control Recommendations are only partially implemented and that 16 Good
Practice Recommendations are only partially implemented. Overall, two thirds of the 75
recommendations have been implemented but work remains on fully implementing one third.

Obijective 2

“To consider the actions taken in relation to the implementation of the actions outlined in
the Work Plan relating to the special accountability measures developed in response to the
Minister’s letter dated 4th July 2012 and to determine the progress made in progressing
the actions.”

The Work Plan comprised of 19 actions in response to the Minister’s letter. The Review Team
found that 16 actions were fully complete and 3 actions were partially complete. The specific
findings in relation to each action are detailed in Appendix B.

The three actions that are not yet fully completed are:

Action 7 — Contractors Closure of Accounts -“There is an urgent need for NIHE to determine
the financial consequences to NIHE. DODPS tasked with identifying the extent of this issue”.

Action 12 - Overpayments -“NIHE has yet to determine the quantum of overpayment in relation
to the Ballynahinch scheme. It important to determine the total amount of overpayments and
the total amount to be written off.”

The Review Team noted in 2010 that there were 469 schemes in the ECM/Revenue
Replacement Programme were accounts needed to be reviewed and closed. NIHE established
a dedicated team of Quantity Surveyors and created the Central Cost Group (CCG) to close
out accounts. To date 96 accounts have been closed and 373 remain to be closed.

The Review Team understands that the Housing Executive has instructed Campbell Tickell to
“identify how substantial overpayments to NIHE planned maintenance contractors occurred”
and that the report, due at the end of September 2013, may inform future actions by the
Housing Executive. The Review Team also notes that the implementation dates of both
actions have been revised from March 2013 to March 2014.

279



Inquiry into allegations, arising from a BBC NI Spotlight programme aired on 3 July 2013,
of impropriety or irregularity relating to NIHE managed contracts and consideration of any resulting actions — Phase 2

5.2.4

5.3.1

5.3.2

5.4

6.1

6.2

6.4

As final accounts are still awaiting closure for the majority of the schemes, and as Campbell
Tickell have still to formally report, the Review Team considers that both actions are still
works in progress and therefore these two actions are partially implemented.

Action 11 - “The new reporting protocols are welcomed, however, in order to ensure that the
target timescales are fully complied with, CAU should develop report clearance targets and
report performance against the target to each Risk and Performance Committee meeting.
Further, the Schemes Inspection Unit should define timeframes for each stage of the
inspection process and address these with Design and Property Services”.

The Review Team noted that the reporting process for Response Maintenance Inspections,
Planned Scheme Inspections and Heating Response Maintenance Inspections has been
developed. However, will we are content that CAU has developed report clearance targets

we noted that they do not currently formally report performance against these targets. The
Review Team considers that it is important that the CAU in reporting quarterly to the Audit
Committee should report their performance for agreeing and clearing their reports. This will
ensure that the Audit Committee has early visibility of any repeat of the delays in clearing SIU
reports that were highlighted in our June 2012 report.

Conclusion

The Housing Executive has made good progress in implementing the actions in the Ministerial
Work Plan. However, the three actions not yet fully implemented are important and need to be
finalised. In particular the work on actions 7 and 12 are key to understanding the quantum of
overpayments on Planned Maintenance schemes.

Obijective 3

“To consider the extent to which lessons learned by the Northern Ireland Housing
Executive in respect of the management of Response Maintenance have been applied to
the management of planned maintenance contracts”.

In addition, to the Governance Review in 2010, the Department also commissioned a
Gateway Healthcheck of the Northern Ireland Housing Executive Response Maintenance
Contract Management arrangements. The Gateway Healthcheck made recommendations as
to how future procurement and contract management processes should be carried out.

The 2010 Gateway Healthcheck made 14 recommendations, all of which were accepted by
NIHE. The Gateway Healthcheck resulted in 14 critical recommendations that NIHE identified
as also being pertinent to “Planned Maintenance”. In response to the issues raised in the
report NIHE established a Works Procurement Board which oversaw the development of a
Corporate Procurement Strategy. NIHE identified a number of key issues that the Gateway
Healthcheck had identified with how NIHE managed Response Maintenance and these were
to be addressed through the new Procurement Strategies. The issues specifically identified
that related to Planned Maintenance were:

m  Need for Individual procurements with named owner;
® Need for objective Key Performance Indicators;

B [ncentives for contractors;

® [mproved Contract management;

m  Use of analytical Reports/trend analysis.

The Head of Central Procurement Unit in NIHE has confirmed that all major procurements are
carried out in accordance with the Corporate Procurement Strategy and, in turn, every major
procurement has its own individual procurement strategy. NIHE have now completed several
major procurement processes under the new strategy.
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6.5

6.6

6.7

6.6

6.7

6.8

On 29 February 2012 the NIHE Board approved the “Planned Schemes Procurement
Strategy”. The Chief Executive appointed the Director of Design and Property Services as
Senior Responsible Officer.

The new contract management arrangements included performance measurement in the
form of a new set of Key Performance Indicators (KPIs), a full escalation process and
Low Performance Damages. It is also proposed that all staff and contractors accessing
and undertaking work under these contracts will receive training. This follows on from the
approach taken when the new Response Maintenance Contracts were let.

The Review Team considers that NIHE has learned lessons from its experience on

the management of Response Maintenance Contracts. In particular it has taken the
recommendations from the 2010 Gateway Healthcheck and applied these to an overarching
Corporate Procurement Strategy and specifically in developing the new Planned Maintenance
Contracts and contract management arrangements. We note, however, that the new Planned
Maintenance Contracts have not yet been awarded.

In more general terms, the paper by the Director of Finance to the NIHE Board dated 27
March 2013 and the paper from the Chief Executive to the Board dated 29 May 2013 both
address the issue of the deficiencies in Planned maintenance.

The Chief Executive, in his paper, identified four generic issues which have contributed to the
problems experienced by NIHE. These are

m  Culture — “It is recognised that for some time the prevailing culture of the Housing
Executive was one where the desire to hit targets and spend budgets too often came at
the expense of proper governance and compliance with rules”;

®  Contracts — “We got the management of contracts wrong. From the outset there was a
flawed understanding of AEC (Achieving Excellence in Construction — often referred to as
EGAN) contracts”;

m  Skills and Knowledge — “There is evidence that some staff working in Response and
Planned Maintenance were insufficiently trained to perform their roles and did not fully
understand what was required of them”; and

m  Structures — “The External Gateway Review pointed to the lack of clarity over who was
responsible for managing the maintenance contracts. Another issue was the master-
servant relationship that existed between Housing and Regeneration and Design and
Property Services.”

The paper outlines the steps NIHE has taken and needs still to take to address these issues,
in respect of Planned Maintenance this includes:

B Resolving the overpayments issue and determining a final figure;

B Ensuring the progress made in the results from CAU inspections is maintained and with
respect to kitchens improved;

®  Technical training/re training programme has been completed;

B Strengthen management of live schemes, minimising any overpayment through re
measuring;

m Establish new Asset Management Division;
B Bring the new Planned Maintenance Contracts into operation; and

B Conduct a root and branch review of how procurement should be structured and managed,
particularly in light of Social Housing Reform Programme.
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6.9

6.10

Conclusion

Following the Gateway Healthcheck NIHE set out to apply the lessons on contract
management that had been identified in regard to Response Maintenance and build these
into a Corporate Procurement Strategy. In this context NIHE can be said to learnt proactively
lessons from their experience with Response Maintenance and applied these to Planned
Maintenance. However, some of the more cultural issues, that could be seen in Response
Maintenance, such as over reliance on contractors, skills and knowledge of staff, culture and
structures are ones to which NIHE have taken time to understand. Having done now come to
an understanding of some of the underlying issues, the challenge to NIHE is seeing through
the changes needed.

There is still a considerable amount of work ahead for NIHE if they are to see through the
necessary structural and cultural changes.
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Appendix A

2010 Review of Governance in NIHE Follow-up
Detailed Findings by Recommendation

Recommendation 1 (Critical Control Recommendation)

The Board should develop a formal Terms of Reference which should include who attends
Board meetings, the regularity of meetings, how it will conduct its business, including how
it will promote the values of the organisation, how specifically conflicts of interest will be
handled, the management of Board Papers, how and where it will publish the minutes of
meetings, details of its sub-committee structure, the arrangements for evaluation of the
Board’s performance and review of the Board’s remit and operating procedures. This should
be reviewed at least every two years or sooner if changes are necessary in the interim.

Summary of Findings

The Draft Terms of Reference was reviewed by the DSD Permanent Secretary on 22 April
2011 and was submitted to the NIHE Board on 27 April 2011 and again on 25 May 2011
where it was approved as per the minutes. The Final version can be found in the NIHE
Corporate Governance Manual.

The Terms of Reference was reviewed and the Review Team confirmed that all the areas
outlined in the original recommendation have been addressed.

The Terms of Reference should be subject to review at least every two years, however, the
Review Team noted that this review has not yet taken place. The Head of Secretariat has
advised that this has been due to staff absence and competing work priorities. Changes to
Board membership also impacted. A review of the Terms of Reference has been included in
NIHE programme of work to be completed this financial year.

Conclusion

The Review Team Consider that the recommendation has been implemented. The Review
Team noted that the Terms of Reference is going to be subject to a further review by NIHE
and we consider that given the recent changes in Board membership, that this would be
opportune. The Review Team also recognise that the Chairman has commissioned a review of
Board effectiveness and that the Board met for a two day session in April 2013 to consider
the results of this review. We also noted that a further “away day” session is planned for
October 2013.

Recommendation 2 (Critical Control Recommendation)

The Chief Executive and the Management Team should facilitate a comprehensive review by
the Board of its Standing Orders, and in particular the Scheme of Delegations to consider the
extent to which Revenue Schemes should be submitted to the Board for individual approval.
The Board may also wish to consider if there are other matters on which it wishes to enhance
the current Standing Orders, for example, its role in policy and strategy development.

Summary of Findings

A Working Group was set up, chaired by the Chief Executive (acting), to review the Standing
Orders. A paper went to the Board on 29 June 2011 outlining the proposed changes to the
Standing Orders and Scheme of Delegations, the minutes show the Board approved the
amendments and the paper was resubmitted to the 27 July 2011 Board for final approval. In
respect of Revenue Schemes those schemes over £500k now require Board Approval.
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The Head of Secretariat advised that the Board had recently decided to delegate more
operational decisions to Chief Executive at Chief Executive’s Business Committee and Central
Clearing House Committee. The Scheme of Delegations was required to be amended to
accommodate these changes and the opportunity was taken for a further review of Standing
Orders. The NIHE Board approved in June 2013 a revised Standing Orders /Scheme of
Delegations, a number of changes giving further delegated authority to Management were
made including:

m  For all expenditure, Board approval must be obtained if amount greater than £1 Million
(previously £500k);

B For building contracts and planned schemes Chief Executive’s Business Committee
approval required where expenditure is greater than £500k;

m The Central Clearing House Committee has been given authority to approve all expenditure
on building contracts and planned schemes where amounts involved are greater than
£100K and less than or equal to £500k (previously this Committee has had no powers
and made recommendations for approval to Chief Executive’s Business Committee); and

B The scheme manager’s authority has been simplified by standardising the variation at up
to 10% for small value schemes (i.e. less than £100k) and 10% or £50k (whichever is
lesser) for schemes greater than £100k.

Conclusion

The Review Team considers that this recommendation has been implemented. A review of
Standing Orders and the scheme of Delegations were conducted in 2011. We also noted that
the new Chair initiated a further review of Standing Orders and that the Scheme of Delegation
has been amended.

Recommendation 3 (Good Practice Recommendation)

The Board should be more closely involved in the initial planning process so that it can
formally provide strategic input and direction during the development of the Corporate Plan. It
may also be appropriate, given the comment on the appropriateness of the current set of Key
Performance Indicators that Management is asked to review these and report to the Board on
the outcome of its deliberations.

Summary of Findings

A workshop was held after the Board Meeting on 26 October 2011 to discuss the
development of the Corporate Plan with Board Members and staff from Corporate Planning
attending. A record of the meeting confirmed that items discussed by the Board included the
Core Values, Key Performance Indicators, and Business Objectives. The Board were advised
that a new performance reporting system was still being developed. A further paper was to
be brought to the 25 January 2012 Board meeting along with the draft Corporate Plan. The
final draft of the Corporate and Business Plan was presented to the Board on 30 May 2012.
(appendix of changes to KPIs was also attached)

The Head of Secretariat has advised that no similar Away Day/Workshop was held in 2012,
stating that this was “due to changes in Board Membership”. They also confirmed that
“following DSD governance review 2010 the Board has asked for more information to be
included when performance was being reported to the Board each month”, for example that
more financial information was included alongside KPI's progress.

A Board Away Day was held on 23 & 24 April 2013 and this included time set aside to
discuss a number of key issues including the independent review of Board effectiveness; the
working of the board; matters reserved for the Board; delegated limits; roles and operation
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of committees; forward workplan and Board requirements; as well as Board papers. Day two
was set aside for the Social Housing Reform Programme.

Conclusion

The Review Team considers that the recommendation has been implemented. The Review
Team also noted that the New Chair commissioned a Review of Board Effectiveness which
informed the discussions at the April 2013 “Away Day” session. The Chair considered that
the Review of Effectiveness had allowed the Board to focus on its role and in identifying its’
strategic priorities.

Recommendation 4 (Good Practice Recommendation)

The Board should consider their requirements in terms of detail, range of options and
rationale to support the recommendations made in papers that are presented to them in
future and this should be formally discussed and agreed with the Management Team.

Summary of Findings

In September 2011 Board members completed a questionnaire where they were asked
to give an opinion on the format and content of Board papers. The content and format of
information and papers submitted to the Board was considered at the subsequent Board
Away Day in December 2011.

However, the Review Team also noted that since the new Chair was appointed in 2012, the
agenda and format of Board papers has been further reviewed. Minutes of Board meeting on
30 January 2013 recorded that the “Chairman commented that the volume of Board papers
was excessive”. He also commented on the content; that there was insufficient context and
asked for reports on the basis of what was agreed before and clear proposals. The Chairman
requested a review of the Board Scheme of Delegations. The Chairman requested that Board
papers are presented in portrait format.”

The quality of Board papers was also discussed at the Board Away day in April 2013.

Conclusion

The Review Team considers that the recommendation has been implemented. The Board
undertook a review of Board papers in 2011; however, the new Chair has taken further steps
to improve the quality of papers coming to the Board. The review of Board effectiveness also
informed changes that the Board has made to the volume of papers submitted to Board
meetings.

Recommendation 5 (Good Practice Recommendation)

The Housing Executive’s Good Governance Booklet should be revised in consultation with the
Board to ensure that it complies with good practice and consolidates all the organisations
Governance Structures, the Board’s Standing Orders and Scheme of Delegations as well

as the Terms of Reference for the Board and its Sub-Committees (currently the Audit
Committee). This should be published internally and externally and Management should
facilitate a formal review by the Board at least every two years or sooner if changes are
necessary in the interim.

Summary of Findings

The Northern Ireland Housing Executive Corporate Governance Manual was published in
May 2012 and is published on the Northern Ireland Housing Executive website. The revised
manual was formally approved by the Board in June 2012.
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The Review Team examined the manual and confirmed that the manual includes the following
key documents;

B DSD Management Statement and Financial Memorandum Dossier (MSFM);
m Terms of Reference for the Board and Audit Committee;

B Fraud policy,

® Procurement Strategy; and

® Board Standing Orders and Scheme of Delegations.

Conclusion

The Review Team considers that this recommendation has been implemented. The Good
Governance Booklet has been revised and consolidated into the Corporate Governance
Manual. The Manual also included other key governance documents and has been published
both internally and externally.

Recommendation 6 (Good Practice Recommendation)

The Board should agree a schedule which sets out when all current policies and strategies
should be reviewed, including monitoring arrangements to ensure that this happens at the
appropriate time.

Summary of Findings

An approach to be used for policy development was discussed at the Board Away day Dec
2011. A Policy Development Framework was presented to the Board for their approval on 27
April 2011. The Head of Secretariat has confirmed that each division was emailed a base
copy of policies and strategies and asked to provide scheduled review dates and details of
any policies and strategies. Responses are held on the corporate database.

A paper went to the Board on 30 May 2012 which outlined the key policies in each division
and the dates for their review. The Board approved the paper which also states that progress
on the review schedule would be monitored monthly by each division to ensure dates are
adhered to. The dates would also be incorporated into the Board forward workplan.

The May 2012 Board Paper stated that “a record of policy reviews undertaken and details
of the policy aspects affected will be submitted annually to the Board for information”. The
paper also stated that “the schedule will be updated annually and a report on proposed
policy reviews for the coming year will be brought to the Board for approval”. However, the
Review Team has established that this annual update has not been completed; Secretariat
has advised it is due to be completed in this quarter of 2013. An update from the Corporate
database was requested, however, this could not be provided as the database had not been
updated.

Conclusion

The Review Team considers that the recommendation has been partially implemented as the
Board has not yet been informed on progress against the Schedule since its introduction in
May 2012.

Recommendation 7 (Good Practice Recommendation)

A formal induction checklist should be developed and tailored to the needs of all new Board
Members. For example this might usefully include over a period of time, visits to business
areas and meetings with key staff, Internal Audit, Risk Managers and Personnel. An annual
development plan for individual Board Members should also be developed to ensure that
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members can continue to provide an effective challenge to management on critical issues.
Both documents should be held and monitored by the Secretariat to enable effective analysis
of skills gaps and ongoing training needs.

Summary of Findings

An induction process is in place with the most recent induction undertaken in November
2012. The Review Team have examined the induction documentation which included a copy
of the PowerPoint slides and related speaking note; and the induction letter provided to new
members. A draft checklist has been developed but is still subject to review and approval by
the Board. The Review Team notes that whilst the draft checklist ensures that all relevant
documentation and training is provided for new members it could allow for greater input from
the new Board member on their specific needs, particularly around visits to business areas
and meetings with key staff.

The Head of Secretariat has confirmed that there are no formal development plans in place,
instead any skills gaps are identified as part of the annual appraisal of Board members.

Recently Board members have been provided with some training, this included Finance
training and Risk Management training which were delivered in May and June 2013
respectively. Equality training is planned but has not yet been delivered.

There is evidence of a formal approach to the induction of new Board members and evidence
that some training has been provided to recent new appointees; the specific requirements of
the recommendation including a formal induction checklist have now been addressed with the
production of a draft checklist to be approved/used for future inductions to the Board.

Conclusion

The Review Team considers that the recommendation has been implemented. From
discussions with the new Chair, the Review Team confirmed that he was content with the
structure and content of his induction.

Recommendation 8 (Good Practice Recommendation)

Management should ensure that all future minutes of Board Meetings are prepared with
sufficient detail and published internally and externally to ensure that the principles of
openness and transparency are observed.

Summary of Findings

The Review Team was advised by the Head of Secretariat that it had been agreed with the
Board that non-protected minutes should be published on the website and portal once
approved by the Board. The Board also agreed that decisions taken should be recorded and
highlighted more prominently as such in the minutes.

The Review Team obtained the Board minutes for March and April 2013 as a test sample.
The Review Team confirmed that the Board minutes are published on the NIHE Portal and
the NIHE Website. Confidential items have been removed from the minutes. The minutes
of the March and April 2013 Board Meetings were obtained from the Secretariat and
compared against the version published on the Portal and Website to ensure openness
and transparency. The examination revealed that the unprotected minutes of the meetings
were published in full. The only portions of the minutes not publically available referred to
protected and restricted matters.
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Conclusion

The Review Team considers that this recommendation has been implemented. The new
Chair confirmed that he is content with the level of detail and the transparency of the Board
minutes.

Recommendation 9 (Good Practice Recommendation)

Management should ensure that all Board Members are made aware of the rules on
acceptance of gifts and hospitality and the requirement to declare these in a register.
Management should also ensure that the Board Secretariat puts the necessary arrangements
in place for maintaining these records.

Summary of Findings

The induction documents previously reviewed make specific mention of gifts and hospitality
requirements within NIHE although no specific checklist for induction is completed to provide
assurance that all members have been made aware of this.

At the Board meeting on 28 March 2012 the Chair advised all Board Members of the
requirement to record all gifts and hospitality in the register even if declined and return
them to the Secretariat on a monthly basis. The Review Team examined the NIHE Website
and noted that Hospitality Registers for Board Members have only been published since
October 2012.

The Head of Secretariat has confirmed that members receive a declaration of hospitality
form with their papers each month for completion and return to secretariat. Each member is
required to bring the completed declaration, nil return or otherwise, to the Board meeting but
this is not always complied with. Secretariat makes the assumption that the failure to return
the form is a nil return.

The Review Team obtained the Hospitality Registers from Secretariat, these have been
reviewed and the Review Team confirmed that the information published on the internet
matched the information in the registers.

The Review Team considers that the reliance on the assumption that no reply is the same as
a Nil return is a weakness in the process. It should be made explicitly clear to members that
a return must be made nil or otherwise.

Conclusion

The Review Team considers that the recommendation has been implemented; however this
could be further enhanced by ensuring that all Board members comply with the requirement
to provide a monthly return.

Recommendation 10 (Good Practice Recommendation)

Board Members’ Appraisals for 2009/2010 should be referred to the Secretariat to
compile an overall summary of Board Members’ responses for presentation to the Board for
discussion in order to discharge the requirement for an annual review of Board performance.
In terms of the review of Board Effectiveness, Management may wish to explore with

the Board the use of a good practice framework such as the one contained in the HM
Government Publication ‘Doing the Business Managing Performance in the Public Sector- An
External Perspective’ to facilitate a structured approach for discussions amongst the Board
as a whole.
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Results

The Review Team obtained a copy of the summary of NIHE Board member’s appraisals for
the period April 2009 to March 2010. Despite request copies of the actual appraisal forms
completed have not been provided. The Secretariat confirmed that the Summary paper was
presented to the Board in March 2011; however, this is not reflected in the minutes of the
Board meeting for March 2011. There is no evidence that the Board discussed the summary
of appraisals as specified in the recommendation.

The summary of Appraisals for 2010/2011 was also obtained and copies of the completed
appraisal forms for this period were obtained as supporting evidence. The Review Team noted
that a summary paper was presented to the Board on 27 July 2011. Minutes from the July
2011 Board meeting do not reflect any evidence of this paper that any discussion took place
in line with the recommendation. The 2011/2012 completed appraisals were also obtained;
however, a summary of these did not go to the Board due to a member of staff falling ill.
Head of Secretariat confirmed that whilst a replacement stepped into the role they needed
time to get to grips with the post. Head of Secretariat confirmed that Board appraisals have
recently been completed for 2012/2013 and a summary paper on these was reported to the
Board in August 2013.

The Board approved the use of the good practice framework contained in the HM Government
Publication ‘Doing the Business Managing Performance in the Public Sector- An External
Perspective’. The first Board effectiveness exercise was undertaken as part of the Board Away
Day on 14th and 15th December 2011. In 2013 Deloitte were commissioned to complete an
independent assessment on Board Effectiveness. The 2013 Board Away Day also included a
workshop with Deloitte to consider the results.

Conclusion

The Review Team considers that the recommendation has been partially implemented. It

is clear that reviews of Board effectiveness have taken place most recently in April 2013,
However, the audit trail for the submission and discussion of the annual summary of Board
appraisals in 2009/2010 - 2010/2011 is weak with no formal record maintained in the
Board minutes and in the case of 2011/2012 there was no record of the summary going to
the Board.

Recommendation 11 (Good Practice Recommendation)

The Board may wish to consider in consultation with the Senior Management Team, a broader
role for the Board Secretariat.

Summary of Findings

The Role of a Board Secretariat is outlined in Section 4.9 of Corporate Governance in Central
Government Departments: Code of Good Practice (NI) 2013. Following a request from the
Chair, the NIHE Head of Internal Audit completed a governance review of the Secretariat

and Board Administrative Support. The Internal Audit report, recommended that “given the
importance of independence for the role has been highlighted by contributors to this report,
the best fit option appears to be a Board Secretary other than the Chief Executive, but at
Executive Management level.”

Subsequently, the role of the NIHE Board Secretary has been considered in a paper to
the Housing Executive Oversight Board in April 2012. A number of actions including self
assessment of Board effectiveness, development of formal induction checklist and other
activities have broadened the proposed role of the Board Secretary. It is also suggested
that an alternative member of the Secretariat will take the minutes of the Housing Council
meetings in order to avoid any conflict of interest. .
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A paper went to the Chief Executives Business Committee on 18 June 2012 outlining the
proposals to change the structure of the Secretariat and the services it offers to the Board. It
also took into account the review carried out by NIHE Internal Audit. A paper outlining the new
structure and role of the Secretariat went to the Board Meeting in June 2012.

The Review Team notes that whilst the role of the Secretariat has been reviewed and
proposals developed for the re-structuring of the secretariat function these have not yet been
acted upon.

Conclusion

The Review Team considers that this recommendation has only been partially implemented.
The role of the Secretariat has been reviewed but the proposals submitted to the June 2012
meeting of the Chief Executive Business Committee have not been implemented. The Review
Team however, takes assurance from the current Chairs view that the secretariat is doing
what he asks and expects it to do.

Recommendation 12 (Good Practice Recommendation)

The Board may wish to consider in consultation with the Secretariat the development of a
formal, comprehensive forward work plan to inform its future agenda.

Summary of Findings

The Head of Secretariat has advised that the workplan is developed in consultation with the
Chair and Board members. Issues are identified through corporate objectives, emerging/

key issues, organisational changes and government policy. The Chair and Secretary

drafted the forward workplan which was submitted to the Board for member’'s comments/
amendments and approval on 26 September 2012. The Review Team confirmed that a paper
was submitted to the Board on 26 September 2012 (Board Forward Workplan 2012/2013
—2013/2014). The paper outlines the forward work plan for the Board and includes details
of the main reports to be presented and when. The paper states that the forward work plan
will be reviewed in May and November each year and Board minutes indicate that the paper
detailing the forward workplan for 2012/2013 - 2013/2014 was approved

Board papers examined demonstrate that the workplan was reviewed in September 2012
and that the workplan was also discussed at the Board away day in April 2013. This review
informed the Board paper dated 29 May 2013, “Report on Board Effectiveness and Forward
Work Plan”.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 13 (Good Practice Recommendation)

The Board should review the membership of the Audit Committee to bring it into line with the
requirements on tenure set out in the Management Statement and Financial Memorandum
(MSFM).

Summary of Findings

The Review Team confirmed that the Audit Committee is made up of 5 members, 3 Board
Members and 2 external independent members. The Audit Committee is currently chaired by
the Vice-Chair of the Board. A second independent member was appointed and attended their
first Audit Committee meeting in October 2011 as per the minutes. The length of tenure of
the current members of the Audit Committee is in line with the requirements of the MSFM.
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The Head of Secretariat has stated that all members have been provided with Finance and
Risk Management training and that both independent members are professionally qualified
accountants.

Conclusion

The Review Team considers that this recommendation has been implemented.

Recommendation 14 (Good Practice Recommendation)

The current Audit Committee Terms of Reference should be reviewed with specific
consideration given to publication on the Intranet and Internet; determining a definitive time
frame for review of the Terms of Reference and documenting this; inclusion of names of
Audit Committee Members, their role and date of appointment; reformatting the layout of the
Terms of Reference to bring it into line with the Audit Committee Handbook; and include a
requirement for the Audit Committee to advise the Board and the Accounting Officer on Anti-
Fraud policies, Whistle blowing procedures and arrangements for special investigations.

Summary of Findings

A revised Terms of Reference was submitted to the Audit Committee meeting on 6 September
2012 for approval. The revised Terms of Reference included all the issues specifically
recommended by the Governance review including;

B annual review arrangement;
B 3 list of Audit Committee members including their role and date appointed; and

®  The requirement for the Audit Committee to advise the Board on Anti-Fraud policies,
Whistle blowing procedures and arrangements for special investigations.

The Review Team noted that the layout of the Terms of Reference has not been reformatted
to bring it into line with the Audit Committee Handbook. However, it does cover all areas
recommended by the Handbook.

The Audit Committee Terms of Reference is published in the Corporate Governance Manual
and on the NIHE website. However, the version published in the Corporate Governance
Manual is the old version and not the current version approved by the Audit Committee

at their meeting in September 2012. The Review Team found no evidence of the Terms of
Reference being published on the Internal network.

Conclusion

The Review Team considers that the recommendation has been partially implemented.
While the Terms of Reference of the Audit Committee was subject to review we noted that
the versions published are out of date and need to be updated. NIHE have advised that the
version on the website will be updated following the current review of the Audit and Risk
Assurance Committee Terms of reference.

Recommendation 15 (Good Practice Recommendation)

Formal performance appraisal arrangements for (Audit) Committee Members should be
developed and implemented as soon as possible.

Summary of Findings

The Head of Secretariat has stated that secretariat holds completed appraisal forms for
2010/2011 reporting year for 1 external member and 1 Board member. Head of Secretariat
also advised that the appraisal documentation has changed recently and arrangements for
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appraisals for current audit committee members are underway for the period April 2012
— March 2013. The Head of Secretariat confirmed that appraisals were not completed for
September 2012 (Apr 2011 — Mar 2012) due to unavailability of key staff.

The Review Team queried with the Head of Secretariat as to whether consideration for
allocation of additional resources was considered within Secretariat, however, the Head of
Secretariat advised that staff skills and confidentiality were an issue but confirmed that
secretariat function was now fully staffed.

Having only been provided with the two appraisals covering 2010/11 reporting year, the
Review Team confirmed that both are positive with no skills gaps or issues identified. A
summary of the Audit Committee member appraisals was presented to the Board September
2011 by the Chair of the Audit Committee where both were recommended for future re-
appointment.

The Review Team considers that the failure to conduct appraisals in 2011/12 is considered a
significant issue. At the time of the review 2012/13 reports were at a draft stage.

Conclusion

The Review Team considers that this recommendation has only been partially implemented.
While evidence examined supports that appraisal arrangements are in place, we noted that
these have not been applied consistently across the last three years. The failure to complete
the review process in 2011/2012 is of concern.

Recommendation 16 (Good Practice Recommendation)

The (Audit) Committee should consider the development of a formal comprehensive Forward
Work Plan to inform future Agendas. This will provide an ongoing focus for the Committee in
challenging the information it receives and for considering any additional information it may
require from Management during the annual Committee cycle.

Summary of Findings

A forward work plan has been developed by the Secretariat, which is in line with the HM
Treasury Audit Committee Handbook. The work plan outlines the standing agenda items for
each meeting and also those items which will be provided at the various meetings throughout
the year including the Internal Audit Strategy, Northern Ireland Audit Office report to “Those
Charged With Governance”; Final accounts and Statement on Internal Control; Report on Audit
Committee self assessment; Head of Internal Audit annual opinion; Audit Committee Annual
Report and in-committee meetings with Internal Audit and Northern Ireland Audit Office.

The forward work plan was reviewed and approved by the Audit Committee at their meeting on
15 June 2011. The NIHE Internal Audit work plan for 2014-2016 was submitted to the Audit
Committee on 25 June 2013.

Conclusion
The Review Team considered that the recommendation has been implemented.

Recommendation 17 (Good Practice Recommendation)

The Committee should also consider in consultation with the management team, the
provision of Secretariat services for the Audit Committee given the potential risk of a
perception of bias towards internal audit interests
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Summary of findings

At the time of the Governance Review it was the role of NIHE Internal Audit to agree the
agenda of the Audit committee meetings with the Chair of the Audit Committee. We confirmed
during our follow-up review that this function is now undertaken by a separate secretariat. The
Head of Secretariat confirmed that;

“Secretariat agrees agenda with Audit Committee Chair processes all papers and distributes
to Audit Committee members etc. Secretariat attends meetings, takes minutes, prepares
reports on appraisals and Audit Committee self assessment. Prepares forward workplan with
chair and drafts Audit Committee annual report to board with chair.”

Conclusion

The Review Team considers that this recommendation has been implemented.

Recommendation 18 (Good Practice Recommendation)

The Chair of the Audit Committee should ensure that conflict of interest is a standing item at
all future committee meetings.

Summary of findings

The Review Team confirmed that declarations of conflicts of interest are now a standing item
at each Audit Committee meeting. A review of the minutes of the meetings confirmed that
this is recorded. The Head of Secretariat has advised that “only existing “standing” conflicts
have been raised to date, details of which are included in Board members declarations of
interest registers.”

The Review Team obtained copies of the Audit Committee minutes for the previous 12 month
period and confirmed that declaration and consideration of conflict of interest was a standing
item at each meeting. The Review Team noted that only one potential conflict was report in
the period.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 19 (Good Practice Recommendation)

The Audit Committee should conduct an annual evaluation of its performance using the
National Audit Office Committee self assessment checklist.

Summary of findings

The Head of the Secretariat confirmed that the NAO self assessment checklist was used

as the basis of the self assessment exercise. However, the checklist was used as a guide
as opposed all of the questions in the checklist being formally answered. A subsequent

self assessment report was produced dated 25 June 2012 but this too does not mirror the
self assessment template and does not contain the same level of detail that a competed
assessment checklist would. The Review Team did obtain the minutes of the meeting on 18
April 2012 at which the assessment exercise was undertaken, this confirms the members in
attendance and that the Chair elected to work through the checklist on an exception basis.

The Secretariat has advised that they had “spoken with the Head of Internal Audit in relation
to preparation for the 2013 exercise. It is planned to send out the necessary documentation
to Members for completion and return and to arrange a suitable date after the holiday period
to hold a special meeting to undertake the assessment. A draft paper will then be prepared
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for the next Audit Committee in October following which it will submit to the October Board for
information. This is later than usual due to other work priorities and staffing issue.”

Conclusion

The Review Team considers that the recommendation is only partially implemented; while
there is evidence that the NAO self assessment checklist has been used to inform the review
of the Audit Committee, it is our opinion that this has not been undertaken in a structured
manner and that the failure to formally complete the checklist has weakened the overall
process. The Secretariat should ensure that the self assessment checklist is fully completed
and retained as part of the current years review.

Recommendation 20 (Good Practice Recommendation)

The annual Audit Committee report should include: a summary of the findings of the Audit
Committee; details of membership and attendance of members at meetings; confirmation of
any conflicts of interest; an opinion on the quality of the audit service; details of the outcome
of the review of the effectiveness of the committee; training plans and / or training completed
by members; a comment on the effectiveness of the relationship between internal and
external audit and details of any changes to terms of reference.

Summary of findings

The Review Team obtained a copy of the Audit Committee report to the Board dated 6
September 2012 and confirmed that this contained the key components outlined in the
original recommendation, with the exception of an explicit reference to any conflict of interest.
The Review Team also noted that while the Northern Ireland Audit Office report conclusion

is referred to, there is no specific mention made of the relationship between internal and
external audit. It is noted that the DSD Audit Committee annual report does contain more
detail.

In respect of the 2013 Audit Committee Annual report, we were advised by the Secretariat
that this would be going to the NIHE Audit Committee in September 2013.

Conclusion

The Review Team considers that the recommendation has been partially implemented as not
all aspects of the recommendation have been included in the Annual Report. In particular it is
important that the report includes a reference to the declaration of any conflicts of interest.

Recommendation 21 (Good Practice Recommendation)

The results of future work by the Corporate Compliance Unit should be reported and reviewed
by the Audit Committee (and the Board).

Summary of findings

Corporate Compliance Unit is now known as Corporate Assurance Unit (CAU). The Review
Team confirmed that the result of CAU’s various inspection programmes is reported to the
quarterly meetings of the Audit Committee.

An analytical paper on themes arising from CAU’s work is provided to the Audit Committee
and Board quarterly and the Board is presented with Annual Statement of CAU findings at
year end.

Conclusion
The Review Team considers that the recommendation has been implemented.
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Recommendation 22 (Good Governance Recommendation)

A formal induction checklist should be developed for all new committee members, tailored
to their specific needs. An annual development plan should also be developed to enhance
performance.

Summary of findings

The Review Team met with the Head of Secretariat on 3 July 2013 and he confirmed that the
drafting of a formal induction checklist is a work in progress. Consultation on the provision of
such checklist had begun between Head of Internal Audit and Secretariat function; but that
this had been delayed by the absence of a staff member from work on ill health grounds.
Resourcing issues meant that this was not further followed up upon. Head of Secretariat

has further clarified that progress towards this means that it will be to presented to the next
meeting of the audit committee (October 2013).

However, evidence supports that Audit Committee members have received an induction -
Board minutes (28 September 2011) item 7(v).

Conclusion

The Review Team considers that this recommendation is only partially implemented. It is
noted that NIHE do provide induction training and audit specific training as required to audit
committee members. However, the recommendation specifically cites that an induction
checklist and annual development plan should be developed and NIHE have now advised that
this will be tabled to the Audit and Risk Committee for approval.

Recommendation 23 (Critical Control Recommendation)

The chief executive should lead on an early review of the organisation’s committee
arrangements to ensure that a proper understanding of the timing and types of papers they
consider; and to ensure that the committee structures remains fit for purpose, that there
are mechanisms in place for ensuring that all relevant business comes to the committees at
the appropriate time and that the key documents are subject to review and challenge by the
management team as an entity. In particular, the chief executive should provide assurance
to the board that early steps are being taken to ensure that all schemes approved by the
housing and regeneration clearing house committee are referred to the chief executive’s
business committee for subsequent approval. The chief executive should ensure that a
formal Terms of Reference is developed for all committees so that there is clarity around the
purpose of these committees, what papers should be presented to each committee and how
the committees will conduct business, including, where appropriate, how conflicts of interest
will be handled. All terms of reference should be reviewed on a regular basis and clearly
communicated to all staff.

Summary of findings

The committee Terms of Reference were reviewed in 2011 and it is noted steps were taken
to ensure that schemes approved by the Clearing House Committee (CHC) (defined in 2011
as the Central Clearing House Committee) are referred to the Chief Executive’s Business
Committee (CXBC) for subsequent approval. The 2011 review was approved by the Board

in July 2011. Formal Terms of Reference for all committees covering their business, papers
submitted to each committee and dealing with potential conflicts of interest are now
published in the NIHE Governance Manual.

The Review Team also noted that the new Chair had initiated a further review in 2013, this
review considered the powers of delegated authority for the various Committees. It is noted
that in relation to the 2013 review the Central Clearing House Committee has been granted
approval authority which does not satisfy the component of the original recommendation
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outlining that “all schemes approved by the Housing and Regeneration Clearing House
Committee are referred to the Chief Executive’s Business Committee for subsequent
approval”.

The New Chair advised that as part of the review of Board effectiveness and the discussions
at the April 2013 Board away Day that the delegation of more responsibility for approval to
the committees was seen as part of a process to move the Board into a more strategic role.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 24 (Critical Control Recommendation)

The Chief Executive and management team should develop and implement a robust system
of quarterly assurance statement reporting without delay, mapping fully all assurance needs
from across the organisation. This should be co-ordinated centrally and an overall assurance
report should be provided to the accounting officer, the board and the departmental
management board, aligning with current arrangements for reporting quarterly to the
departmental management board on risk and performance. We would also suggest, that in
view of the fact that assurance chains have not previously been used in the organisation
that there will be a need to communicate to managers and staff the importance of reporting
issues that might impact the system of internal control as and when these might arise.

Summary of findings

An assurance chain has been set up which covers the Chief Executive, Directors and
Assistant Directors. Assurance statements are completed on a quarterly basis and a review
of same shows consistency in the identification of matters upon which assurance is required
coupled with the identification of responsible officers. Matters which could be currently
articulated as risks to the organisation appear in the assurance chain under requisite
directorates. Corporate Assurance Unit co-ordinate this quarterly process. Training on Risk
Management was developed by Learning & Development in partnership with Corporate
Assurance Unit and rolled out across the organisation.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 25 (Critical Control Recommendation)

The Board should seek clarification as to why the draft audit report in 2007 raising issues
on land disposal, and particularly the need for economic appraisals was never finalised

or brought to the audit committee’s attention. This is despite the risk of this happening in
the future being lower now that the audit committee is monitoring the progress of all draft
reports through to their final stage and the assurance reportedly provided to the chair of
the audit committee that the responsible division is now in the process of developing and
implementing economic appraisals proportionate to the scale of each land sale.

Summary of findings

The NIHE Head of Internal Audit has stated that a report was brought to the Audit Committee
in December 2010 as part of wider report on Land disposal issues. However, this report was
not a review of what happened to the original report but rather a new review informed by the

issues highlighted in the 2007 report.

The Review Team have been unable to find any evidence that a formal review into the handling
of the 2007 report was completed as recommended.
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Conclusion

The Review Team considers that this recommendation has not been implemented.

NIHE has commented that the matter was discussed at “Senior Management Team and at
the NIHE Audit Committee in December 2010. At the Audit Committee in December 2010 the
then CX was asked for an explanation why this was not brought to committee in 2007.” NIHE
have also stated that the current protocols for draft Internal Audit reports should ensure that
this does not happen again and Land Disposal procedures have been overhauled and their
confidence around the control environment is high.

Recommendation 26 (Critical Control Recommendation)

The Chief Executive should ensure that all schemes currently in breach of standing orders
identified by the contract payments system are addressed by management as a matter of
urgency and the necessary approvals sought. The chief executive should also arrange for an
update on clearing these breaches of standing orders to be presented to the chief executive’s
business committee and the board as well as the audit committee and assurances given that
the action is being taken to rectify the approvals. The chief executive should ensure that any
further breaches of standing orders are clearly highlighted and notified to the board and that
timely action is being taken to identify and resolve any underlying problems. The chief executive
should also arrange for an analysis of the management of the contracts where breaches of
standing orders have occurred to establish why so many have required additional funding and if
better management would have prevented the breaches occurring in the first place.

Summary of findings

Progress on the resolution of the 288 schemes where breaches of Standing Orders were
identified has been regularly reported to Chief Executives Business Committee (CXBC) and to
the Board. A Closure Report for this recommendation went to CXBC on 26 November 2012.
The paper advised that the majority of breaches had been resolved but a number were still
outstanding as follows:

® |argest Breeches MEI And grounds maintenance - 19 outstanding value £5.29m
B Schemes combination of H&R and DPS - 36 outstanding value £0.55m

m Claims (schemes were clams are being pursued - 5 outstanding value £0.36m
The current position is that there are a total of 7 schemes outstanding:

1. 5 breaches to be delivered by Design & Property Services amounting to a total breach
of £173,639.42. Four of these (£80,192.92) are being actioned and 1 (£93,446.50)
is in a claims situation and will take longer to resolve.

2. 2 breaches to be delivered by Housing & Regeneration amounting to a total breach of
£4,969.56. These are being actioned.

The paper to CXBC also provides analysis of why the breaches had occurred, it states “the
breaches have occurred for varying reasons ranging from a few pounds up to the “Largest
Breaches” at £1.7m.... With such a wide variety of schemes the additional expenditure
incurred is attributable to many factors.” The paper goes on to recognise that “better contract
management would have greatly reduced the number of breaches at the time but as stated
the culture tended to leave the breach to be explained and approved in the final account
report”. The paper notes that this practice is no longer acceptable and action point 3 of the
paper sets out the steps taken by NIHE to prevent a contract payment being processed if the
payment means breaching standing orders

The Director of Finance has provided papers from 6 August 2012 through 1 July 2013
detailing the breaches of standing orders (historically) and treatment of same. The Review
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Team noted that breaches 15-20 yrs old and over 20 yrs old were recommended for write-off
based upon “files not being able to be located, consultants no longer in business and staff
having left”

The Director of Finance advised the Review Team that “In my opinion, the main reason for
breaches is that the scheme or project manager did not make a formal application at the
appropriate time for an adjustment to be made to the approved budget for that particular
scheme. Over the course of any scheme or project, the budget may require adjustment for
approved additions and deletions which could relate to changes in the design of the scheme,
changes in the number of dwellings, unforeseen abnormal conditions etc. The payments
system is based on reliable inspection of work which allows claims for payment to be
certified and processed for payment. If this is not carried out correctly then overpayments can
occur but the overpayments may not necessarily lead to an overspend. This could happen if
the budget was not determined correctly in the first place. We amended our finance system
to prevent payments being made in excess of the approved budget. However, instructions
issued to the contractor could create an unavoidable commitment which, if the budget is not
adjusted, could lead to a breach”.

The Review Team also noted the Director of Finance’s paper of 27 March 2013 to the Board
and the Chief Executive’s paper of 29 May 2013 to the Board, both of which discuss, at detail
the weaknesses that existed in the management of both Response and Planned maintenance
contracts. While no direct correlation is made with the breaches of standing orders, it is clear
that the NIHE has considered, reflected and understood the key weaknesses in their Contract
Management controls and have started to address these through improved contracts and
contract management arrangements.

Conclusion

The Review Team considers that this recommendation is implemented. We noted that there
are still 7 breaches to be actioned but that is from a population of 288.

Recommendation 27 (Good Governance Recommendation)

The Board should consider the appropriateness of holding a pre-board meeting on finance in
view of the assumptions that can be made around this.

Summary of findings

Head of Secretariat has confirmed that no such meeting takes place and that a full finance
paper is discussed by all members at Board meetings.

Conclusion
The Review Team considers that this recommendation has been implemented.

Recommendation 28 (Good Governance Recommendation)

As Economic Appraisal is a critical control, the Chief Executive and the management team
should also consider the oversight arrangements in place for Economic Appraisals and factor
this into their development of assurance reporting arrangements.

Summary of findings

The Director of Finance has advised that “The Housing Executive complies with the ‘Green
Book’ on economic appraisals and is subject to annual review by Department for Social
Development / Department of Finance and Personnel. We are currently reviewing our
arrangements for the production and supervision of economic appraisals, including the
maintenance of our central database and how this information is used to monitor the
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economic appraisal process. At this point there is no specific document regarding the
reporting of economic appraisals.”

We also note that, NIHE Head of Internal Audit has stated that no audits have carried out in
the organisation relating to economic appraisals.

Conclusion

The Review Team considers that this recommendation has not been implemented. Northern
Ireland Housing Executive is currently reviewing their arrangements in relation to production
and supervision of economic appraisals but have no specific requirement exist to provide
assurance in regard to appraisals. The Review Team noted that NIHE Internal Audit had not
undertaken a specific review of Economic Appraisals.

Recommendation 29 (Good Governance Recommendation)

We would recommend that internal audit adopt the framework approach currently used by the
department’s internal audit service to ensure comprehensive coverage of governance areas.

Summary of findings

The Head of Internal Audit in NIHE has confirmed that they have received a copy of the
template used by DSD Internal Audit when conducting audits of Governance. However, he
also advised that this template has been adopted although it has not yet been used in an
assignment.

Conclusion

The Review Team consider that this recommendation has not been implemented as although
the NIHE Internal Audit has adopted the framework developed by the Department for audits of
governance this has not yet been used.

Recommendation 30 (Critical Control Recommendation)

The Housing Executive should also undertake a complete review of its risk management
arrangements, this review should: bring the current risk management arrangements into line
with the department’s policy and risk register format; ensure that all significant risks have
been escalated to the corporate risk register; ensure that the current documented risks are
still relevant and appropriate and if any new risks need to be added to risk registers; ensure
compliance with the HM treasury orange book on articulation of cause and consequence /
impact and managers should be assisted to understand the process; introduce a regular
assurance reporting process on the management of risks, aligning this with the earlier
recommendation on developing a formal quarterly assurance reporting system; ensure

that risk registers record the name and role of the risk owner; and include a timetable for
reviewing corporate and divisional risk registers, ensuring that the evidence of reviews are
recorded and maintained with the register.

Summary of findings

The risk management arrangements have been reviewed within the organisation and the
corporate risk register has been brought into line with the Departmental approach. It is noted
that corporate risk register presented to the Department is in line with the HM Treasury
Orange book specified layout utilised by the Department. However, the actual Corporate and
Divisional risk registers utilised by NIHE are in a format that differs from this but do articulate
cause and consequence as well as scoring and escalating risk. The risk registers also
contain the inherent and residual risk ratings.
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The Review Team noted that Corporate Governance training has been delivered throughout
the organisation. An assurance chain is in place which runs in tandem with the updating and
reporting of the risk registers wherein risk owners are identified.

Conclusion

The Review Team considers that the actions taken are broadly in line with the
recommendation. However, we noted that NIHE still transcribe the information in their
Corporate Risk Register into the format used by the Department before sending this each
quarter. The Review Team also notes that the new Chair of the Board considers that “the
Corporate Risks Registers did not reflect the risks from the Boards perspective and that
there was further work to do on risk registers”, this recommendation is therefore considered
partially implemented.

NIHE have commented that the “Corporate Risk Register has been produced both internally
and for the NIHE Board and externally for DSD in DSD format since early 2012. We do
acknowledge that the Divisional and operational Risk Registers are in a slightly different
template. NIHE Risk registers are designed with a view to enable stakeholders and risk
owners to better understand and manage the risks at this level”.

Recommendation 31 (Good Practice Recommendation)

A timetable for completing reviews of the risk management framework should be developed
and approved to ensure that it is up-to-date and complaint with good practice.

Summary of findings

The Review Team confirmed that best practice is for risk management to be reviewed on
a quarterly basis. The Review Team subsequently confirmed that Assurance statements,
Corporate and Divisional Risk Registers are in place which supports a system of quarterly
review of Risk Management.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 32 (Critical Control Recommendation)

The Board should carry out a further analysis of the specific land disposal cases identified by
the Review Team at paragraphs 4.5.13 and 4.5.15. The Board should seek assurance that
appropriate procedures have been followed.

Summary of Findings

Land & Property Section completed a review of the disposal of sites identified in the
Governance review as requested in June 2011. The findings noted that the “land sales
were ongoing during a period of significant economic downturn and great uncertainty in the
market which was reflected in some instances in rapidly reducing site values and lower than
expected offers”; a number of lessons to be learned were detailed in the report to the Audit
Committee on 15 June 2011and this was reported to the Board in a paper dated 29 June
2011 from the Director of Corporate Services.

Management have taken forward the lessons learned incorporating these into their Policy and
Procedure review of Land and Property which is still on-going.

Conclusion
The Review Team considers that the recommendation has been implemented.
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Recommendation 33 (Critical Control Recommendation)

The Housing Executive’s Internal Audit Unit should look to test whether the control now in
place to obtain Board or Chief Executive Business Committee Approval (depending on value)
for the Sale of Land recorded on the Undeveloped Land Schedule is operating effectively. As
part of this the Board may wish to ask Internal Audit to examine a sample of those disposals
completed prior to introduction of this change in procedure to ensure there are no issues with
the disposal where specific approval had not been sought.

Summary of Findings

NIHE Internal Audit completed a special exercise to review land sales in line with the
recommendation in June 2011. The report concluded that the control as defined in the
recommendation “was not operating completely effectively”. The Head of Internal Audit
further clarified that of 13 cases reviewed:

m 4 were found to be approved as expected;

m 3 were completed prior to introduction of new controls and therefore practice at that time
was followed; and

B 6 were completed after new control introduced and whilst sale agreed prior to introduction
of the control approval should have been sought but this did not happen

A number of sites were identified as not having been appropriately approved and the Director
of Corporate Services presented a paper to the Board on 26 October 2011 recommending
retrospective approval for these disposals. The Board were also asked to “note the new
governance arrangements introduced by Land & Property requiring that all future land sales
from the Undeveloped Land Schedule be individually submitted to Chief Executive’s Business
Committee or Board for appropriate approval based on land value.”

NIHE Internal Audit has confirmed that a further follow-up Audit of Land and Property Unit has
been carried out in August 2013 and is currently at draft report stage. The follow-up included
a further test of the effectiveness of these controls to establish whether improvements had
been made in this area. NIHE Internal Audit has advised that they now consider controls to be
operating effectively.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 34 (Good Practice Recommendation)

The Land and Property Inspection Unit should be re-established with the aim of providing
management with assurance that disposals are being completed in line with procedures

Summary of Findings

NIHE management advised the Department that the recommendation was completed
September 2011 when it was agreed that Land & Property inspections was now within
Corporate Assurance Unit approach.

Corporate Assurance Unit has advised that an inspection of Land and Property had been
included on the 2012/13 programme; however, this inspection was not completed and has
been deferred to the 2013/14 programme. Corporate Assurance Unit has confirmed this was
due to a lack of resources within the unit.

In an update provided to the Risk and Performance Committee Corporate Assurance Unit
advised that “Given the additional work being completed in year by Corporate Assurance Unit,
resource issues and the current restructuring required to demonstrate ‘best use of the CAU’
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in response to the Minister’s letter a number of the planned inspections for 2012/13 will be
carried forward into the 2013/14 programme”.

Corporate Assurance Manager has stated that “In relation to the resource issues, we
identified the need for assurance staff to have greater professional audit qualifications and
are currently undertaking a recruitment exercise to address the number of vacancies to
enable the unit to deliver the programme”.

Conclusion

The Review Team considers that this recommendation has not been implemented as CAU has
not yet undertaken reviews of Land & Property. NIHE has advised that deferred work from the
2012/13 programme on House sales and SPED re-sales has now commenced.

Recommendation 35 (Good Practice Recommendation)

The Board may wish to consider an amendment to their current approval lines for Transfers
of Undeveloped Land Sites to Housing Associations so that any transfers of High Value sites
require their approval

Summary of Findings

Revised Governance Arrangements impacting on the Undeveloped Land Schedule presented
to the Board on 26 October 2011 stated that the revised NIHE standing orders published
July 2011 (Part B2 Section 3) states that “the disposal of any land or buildings with a current
value of more than £100K requires the approval of the Board. This will now include lands
transferred to Housing Associations.”

This review examined all Transfers to Housing Associations of sites held on the Undeveloped
Land Schedule completed during 2012/13. We noted that 10 of 13 sites were valued by Land
and Property Services at over £100k. In each case the Board approved these transfers in line
with the delegated limits contained in the standing orders. The Board papers were considered
to contain sufficient detail of the transfer to allow the Board to make an informed decision.

In June 2013 the Board approved amendments to the Standing Orders and Scheme of
Delegations which included changes to the approval thresholds where “for disposal of assets
(land and property), Board approval is required if the amount involved is greater than £500k
(previously £100k)”. We note, therefore, that under the amended thresholds none of the
transfers to housing associations examined would now require Board approval.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 36 (Good Practice Recommendation)

Board Approval Papers relating to the sale of land should include the valuation given

to the site by Land and Property Services. The Chief Executive’s Business Committee’s
Approval papers relating to the approval of a sale should include all the details relevant to
the transactions so that the Chief Executive’s Business Committee can make an informed
decision in whether to approve.

Summary of Findings

There were 4 land sales of sites held on the Undeveloped Land Schedules completed during
2012/13. This review examined all 4 sales to ensure that appropriate approval had been
obtained and that the approval papers contained sufficient detail of the sale history. 1 of
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the 4 sites sold was valued at £275k and had been approved by the Board along delegated
limits.

The other 3 sites were below the £100k delegated limit and had been approved by the Chief
Executive’s Business Committee as expected. It was also found that the approval paper
presented to either the Board or Chief Executive’s Business Committee fully detailed the
action taken by management and the approval of sale including the valuation given to the site
by Land and Property Services.

In June 2013 the Board approved amendments to the Standing Orders and Scheme of
Delegations which included changes to the approval thresholds where “for disposal of assets
(land and property), Board approval is required if the amount involved is greater than £500k
(previously £100k)”. We note, therefore, that under the amended thresholds none of the land
sales examined would have needed Board approval.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 37 (Good Practice Recommendation)

The rationale for the classification given to each site on the Undeveloped Land Schedule
should be formally documented detailing the decision making process used. Land and
Property Centre should look to establish a robust challenge function to the information
provided to support the classification given to sites. As part of this management should
consider looking again at the issue of Economic Appraisals raised by the Housing Executives
Internal Audit Function.

Summary of Findings

Testing identified that an appropriate classification process was used in March/April 2011
which clearly recorded the decision making process including a central review of each
classification. However, this process has not been completed since 2011 and management
have amended their procedures to make this classification obsolete and introduced an
Economic Appraisal for each site which is considered in line with the second part of the
recommendation.

Land & Property have advised that a “In a paper presented to the Board on 28 March
2012, the process for classifying sites on the Undeveloped Land Schedule was revised with
the requirement that all sites classified as either surplus or retain for future use should

be classified on the basis of an economic appraisal rather than Form 5B. The economic
appraisals will be revisited in the event of any material change removing the requirement to
review the classification of sites annually”.

Of the 144 sites classified as retain for future use on the 2011/12 Undeveloped Land
Schedule (which includes those reclassified pending the completion of an economic
appraisal) 9 have been completed and approved. A further 10 are substantially complete and
will be submitted for approval by the end August 2013. The consultation process for a further
30 has been initiated.

NIHE Internal Audit advised the Audit Committee in March 2011 that the introduction of
Economic Appraisals for property transactions would “largely address the residual risks
of land disposals”, NIHE Internal Audit has stated they will review the Economic Appraisal
process as part of their follow-up to recommendations made in the January 2007 Land
Disposal Audit we understand this is currently at draft stage.
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Conclusion

The Review Team considers that the recommendation has been partially implemented, given
that the completion of Economic Appraisals for all sites held on the Undeveloped Land
Schedule is still on-going.

Recommendation 38 (Good Practice Recommendation)

Performance against the Managing Public Money (NI) requirement to dispose of surplus land
within three years should be reported to management and the Board. A formal strategy for
ensuring that assets are disposed within three year period as stated in Managing Public
Money (NI) should be considered.

Summary of Findings

Management have advised they have made a commitment to provide an update to the Board
bi-annually on the status of the sites held on the Undeveloped Land Schedule for longer than
the Managing Public Money (NI) three year rule. The first report was presented to the Board in
February 2013 with the next bi-annual report has not yet been presented to the Board.

The Board were advised in February 2013 that there were “34 surplus sites recorded on the
2011/12 Undeveloped Land Schedule that had not been sold within the recommended 3
year period”.

Management have also advised that the disposal strategy for each site is to be reviewed
in the overall review of economic appraisal for each site and there are none completed at
this stage. The February 2013 Board paper also contained proposals for the review of the
site disposal strategies and advised that “the outcome of the disposal strategy would be
submitted to the Chief Executive’s Business Committee on an individual site basis with an
appropriate recommendation for disposal”.

Conclusion

The Review Team considers that this recommendation is partially implemented given that
reporting against the Managing Public Money (NI) 3 year rule only commenced during 2013
and that the review of disposal strategies for each site is still a work in progress.

Recommendation 39 (Good Practice Recommendation)

A Service Level Agreement should be established with Land & Property Services in order to
establish clearly defined roles and responsibilities

Summary of Findings

This review has confirmed that Land & Property have put in place a Service Level Agreement
with Land and Property Service in line with the recommendation. This has been in operation
since 1 April 2012 and is due to end August 2013. The Board approved the Service Level
Agreement in May 2012 to run until 31 March 2013. This review examined the Service Level
Agreement and confirmed that it has met the requirements of the recommendation.

An extension to the Service Level Agreement until 31 August 2013 was approved by Chief
Executive’s Business Committee on 20 May 2013. The Chief Executive’s Business Committee
paper also advised that “Following a substantial internal review it has been found that the
public contract regulations do apply to the range of services currently provided by Land and
Property Services as there is no apparent special or exclusive right by virtue of any published
“law, regulation or administrative provision” and therefore the requirement to procure these
services would exist. Relevant legislation and the Dossier of Controls only requires NIHE

to seek the services of a suitably “professionally qualified valuer”. However there is a long
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standing professional relationship with Land and Property Services for a wide range of
valuation services (which extend outside of Land & Property) and there is a policy emphasis
on the use of Land and Property Services due to its independence and ability to act as an
honest broker between the NIHE and other public sector organisations.”

The paper also stated that “the NIHE is currently preparing a procurement exercise for the
provision of valuation services on an annual basis in relation to the preparation of the end of
year financial statements for both NIHE owned land and its housing stock. The land elements
linked to this area of responsibility will therefore be removed from the current service level
agreement with Land and Property Services. The issuing of this tender has been approved by
the Board in readiness for the preparation for the 2013/2014 accounts.”

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 40 (Good Practice Recommendation)

A review of Demolition Procedures should be added to the upcoming Internal Audit Plan.

Summary of Findings

NIHE Internal Audit completed a review of the Demolitions process in March 2012 where
a limited classification was given due to weaknesses identified. A further follow-up was
completed March 2013 where improvements made by management had been reviewed by
Internal Audit and the classification was lifted to satisfactory.

Audit Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 41 (Critical Control Recommendation)

The Housing Executive should ensure that the work and results of the Repairs Inspection
Unit are utilised to the best effect, both as a source of management information for Housing
and Regeneration Division but also allow the Chief Executive and the Board to challenge the
effectiveness of the management of Response Maintenance. Further consideration should
be given to the results of the recent round of inspections and in particular, the results of
onsite inspections. The Board should investigate the reasons why one of the Districts has
been rated unacceptable for the last three years and what actions management has taken to
address this. The Board will also wish to ensure, in establishing the Corporate Compliance
Unit that the best use possible is made of the information generated by this unit to challenge
management, identify areas of concern and direct the work of other review bodies such as
Internal Audit.

Summary of findings

NIHE established a Corporate Assurance Unit (CAU) in 2011 that included amongst other
assurance functions Repairs Inspections and Scheme Inspections.

Since the completion of the 2010 Governance Report and DSD’s 2012 review of the specific
delays in the finalisation of Round 8 Repairs Inspection reports there has been a significant
restructuring of CAU aimed at strengthening its skills set and improving the inspection
methodologies used by its various assurance work areas. CAU have been implementing a
strategic development plan that was approved by the NIHE Board in September 2012. This
has involved recruitment to a number of revised and new posts to ensure that the unit had
the right people with the right skills to deliver the Unit’s service.
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The Review Team confirmed that quarterly update reports on work of the Unit were supplied
to the Risk and Performance Committee. Following the demise of this committee in Spring
2013 the updates, and an annual summary of the key issues and themes identified, are

now presented to the NIHE Audit Committee. In relation to the District that had been rated
unacceptable for a number of years, action was taken to address the poor performance and
this was reported to, and monitored, by the Board, this include an investigation by NIHE. The
Head of Corporate Assurance Unit confirmed that she meets monthly with the Chief Executive
to update him on the results of the work of the Unit.

New management structures based upon three Regions delivering housing services through
12 Areas under the command of Area Managers have replaced the District management
framework.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 42 (Critical Control Recommendation)

The Housing Executive should review its current procedures for post-inspection of Response
Maintenance jobs. Consideration should be given to whether the current sampling of jobs for post
inspection provides sufficient onsite inspection of those jobs whose value is less than £100.

Summary of findings

A statistical response maintenance inspection regime was approved by the Chief Executives
Business Committee in July 2012 and is now in operation. The objective of the inspection
regime is to reliably estimate the contractor failure rate in relation to contractor compliance
with the contractual requirements in terms of “coding, invoicing and work quality” and by
doing so indicate where further inspection activity should be directed. The new statistical
inspection regime inspects;

B 3 50% sample of jobs >£750;
B 20% sample of jobs £100 - £750; and
m 5% sample of jobs<£100.

This statistical regime is being used now and relates directly to KPI 2 Quality of Work and
KPI 3 Cost Predictability. Revised KPI's are included in the new contracts and performance
of contractors against these KPI's is used to determine when low performance damages are
applied to a contractor. Performance against the KPIs is reported to each Board Meeting.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 43 (Good Practice Recommendation)

The results of the monthly audits undertaken by the District Managers should serve as the
basis of an assurance from the district to the Area Manager and from the Area Manager to
the Director of Housing and Regeneration that management inspections of completed jobs
are being undertaken and that the results of these audits provide assurance on the quality of
works delivered.

Summary of findings

District managers and District maintenance managers check a sample of jobs on a monthly
basis to ensure that policies and procedures have been adhered to and that high value jobs
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provide value for money. The Reporting programme monitoring repairs feeds into the Annual
Statement of Internal Control and the Assurance reporting process.

The Review Team considers that, in hindsight, the work of the Corporate Assurance Unit

in sampling repairs provides a more direct assurance. The Review Team notes that when
undertaking reviews the Corporate Assurance Unit considers the District reporting programme
as part of its scoring methodology.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 44 (Good Practice Recommendation)

The Housing Executive should consider the current Key Performance Indicators used to
measure all of its “EGAN” type contracts not just the ones for Response Maintenance.
The Housing Executive should also give consideration to greater involvement of the Central
Procurement Team in the oversight of contracts and monitoring of Contractor performance.

Summary of findings

The Gateway Review in December 2010 and the follow-up in September 2011 made
recommendations as to how procurement and contract management should be carried out.
The original Gateway Review made 14 recommendations including further recommendations
on Key Performance Indicators.

In response NIHE developed a new Corporate Procurement Strategy which emphasised the
importance of robust contract management. The contract management aspects included
performance measurement in the form of a new set of Key Performance Indicators (KPIs) and
a full escalation process leading to Low Performance Damages being imposed on contractors.

The Review Team noted that all major procurements have been carried out in accordance
with the Corporate Procurement Strategy and that individual strategies are further developed
for each major procurement exercise. The Review Team obtained the KPIs for the Response
Maintenance contracts and also the proposed KPI’s for the Planned Schemes and noted
that specific contractor performance management documents setting out the revised KPIs,
how they would be measured and how performance of KPIs would be used to score for Low
Performance Damages had all been established and that previous more subjective KPIs were
no longer included.

The Head of Procurement also stated that whilst the Procurement Unit does have a role in
the dispute process that is initiated when there is a contract dispute between the NIHE and

a contractor the Unit does not presently have a significant role in the ongoing oversight of
contracts and the monitoring of Contractor performance. However, he considers that the
central Procurement Unit has a greater prominence in Commercial Contract Management. The
Review Team also understands that a new Directorate of Asset Management is envisaged

by NIHE which would in theory bring together all aspects of contractor management and
property related activity, The Review Team welcomes this as it will allow a holistic view of the
performance and management of maintenance contracts.

Conclusion

The Review Team considers that this recommendation has been implemented, revised KPI's
are in place for Response Maintenance and notes that work continues as contracts for
further services are let under the new Corporate Procurement Strategy.
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Recommendation 45 (Good Practice Recommendation)

The Housing Executive should consider how the work of the Repairs Inspection Unit can be
further enhanced, for example, by the greater use of data analysis to identify patterns and
areas of potential concern that could direct the work of the Unit.

Summary of findings

A Performance Measurement officer is in post within CAU from June 2013. Their role is to
interrogate NIHE systems including Housing Management System to identify possible trends
for direct further onsite Tier 2 inspection work. The Head of CAU confirmed that where issues
are identified on site these are passed to the Performance Measurement officer who in turn
will run a series of reports on these issues to identify if these is a recurring trend.

The Review Team were advised, for example, that early work had identified a potential issue
with a contractor, which was when examined province-wide by analysis of the system and the
Contractor has been asked to make good on a number of jobs.

Conclusion

The Review Team considers that the recommendation has been implemented but notes that
the Performance Measurement Officer has only been in post from June 2013.

Recommendation 46 (Good Practice Recommendation)

The Housing Executive should ensure that all the recommendations made by the Repairs
Inspection Unit are effectively implemented in a timely manner.

Summary of findings

CAU monitor and report on progress towards the implementation of recommendations
through the recommendations monitor which is updated and reported to the Audit Committee
on a quarterly basis. Recommendations made during the 8th Round of RIU Inspections
identified a number of thematic issues relating to the management of response maintenance
contracts. Management implemented a four point maintenance improvement plan aimed at
identifying the source of failure, providing revised guidance and training to maintenance staff,
structural reform of the delivery of landlord services, and investing in new ICT technology to
support maintenance staff in carrying out their work.

For the 9th Round of RIU inspections the Unit will offer post review support to maintenance
managers to help address any issues that may be identified and in the implementation of any
recommendations that may be made.

The Head of Corporate Assurance Unit confirmed that she meets monthly with the Chief
Executive to update him on the results of the work of the Unit, and an annual summary of the
key issues and themes identified by the Unit is presented to the Audit Committee.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 47 (Good Practice Recommendation)

The Housing Executive should also consider, when retendering contracts, whether the practice
of including an annual uplift to contract costs based on the Buildings Trade Cost Index is still
sustainable.
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Summary of findings

This is no longer practice. The Head of Procurement confirmed that any annual uplift to
contract costs is now based upon the Consumer Price Index.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 48 (Good Practice Recommendation)

The Housing Executive should ensure that a printout is obtained from the Housing
Management System showing all “Emergency” and “Urgent” jobs that are greater than one
month overdue and all Routine Jobs that are greater than two months overdue. At the monthly
divisional performance meeting the director of Housing and Regeneration should seek an
explanation for why specific jobs have not been completed. An overview of maintenance jobs
overdue should be provided to the Performance Review Committee, chaired by the Director of
Corporate Services Division.

Summary of Findings

The Review Team has examined the monthly printouts provided to the Performance
Review Group and produced by the Housing Management System which identifies the jobs
outstanding. Outstanding jobs are identified in the report but no prioritisation is given to
these and no indication which jobs are outstanding the longest.

This review can confirm a printout is supplied outlining outstanding jobs however given that
there is no categorisation of these as to how long specific jobs are outstanding (merely

a report of jobs which are outstanding) the recommendation cannot be considered to be
implemented

Conclusion
The Review Team considers that the recommendation has not been implemented.

Recommendation 49 (Good Practice Recommendation)

The Housing Executive should explore the potential of the trend analysis undertaken by the
“risk” based inspections to highlight areas of concern, improve the delivery of response
maintenance to tenants and provide a source of information to challenge the quality of
controls. In particular, consideration should be given to analysis of potential duplicate
payments

Summary of findings

The Review Team was advised that District Maintenance Managers (DMMSs) are required to
perform a weekly check on potential duplicate payments. This check is subject to review by
the Repairs Inspection Unit of CAU and is scored under probity.

The Performance Measurement Officer in CAU identifies trends based on information drawn
from the Housing Maintenance System. These reports are used to help identify DMMs who
do not comply with policy on duplicate payments.

In more general terms the work of the CAU Performance Measurement Officer, appointed
in June 2013, will include using the analysis of trend information drawn from the Housing
Maintenance Systems to improve the challenge function of CAU.

Conclusion

The Review Team considers the recommendation has been implemented.
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Recommendation 50 (Critical Control Recommendation)

The Housing Executive should examine the reasons behind the increase in unacceptable
ratings in 2009/2010 and should report on this to the Audit Committee and Board.
Management has advised that work is currently ongoing to review the robustness of the
current Key Performance Indicators used to measure the performance of Contractors. The
Board should ensure that this work is completed as soon as possible and that all future
contracts make use of more objective and robust Performance Indicators

Summary of findings

The issue relating to the increase in unacceptable ratings in 2009/10 was superseded by
the issues relating to the Round 8 RIU inspection programme that came to light in 2012. The
delivery of the Ministers Action Plan ensured that the underlying reasons for the increase

in unacceptable ratings was established, understood and addressed in a systematic way.
Further detail on the underlying issues relating to overpayments on Planned Maintenance/
Schemes was reported by the Chief Executive in his paper “Addressing the Deficiencies in
Response and Planned Maintenance”, 29 May 2013. This paper identifies four “generic
issues that have contributed to our problems” these were;

®  Culture — “It is recognised that for some time the prevailing culture of the Housing
Executive was one where the desire to hit targets and spend budgets too often came at
the expense of proper governance and compliance with rules”;

m  Contracts — “We got the management of contracts wrong. From the outset there was a
flawed understanding of AEC (Achieving Excellence in Construction — often referred to as
EGAN) contracts”;

m  Skills and Knowledge — “There is evidence that some staff working in Response and
Planned Maintenance were insufficiently trained to perform their roles and did not fully
understand what was required of them”; and

m  Structures — “The External Gateway Review pointed to the lack of clarity over who was
responsible for managing the maintenance contracts. Another issue was the master-
servant relationship that existed between Housing and Regeneration and Design and
Property Services.”

The paper set out the steps NIHE have taken and those still to be taken to address these
underlying issues. The Review Team confirmed that NIHE have developed a new Corporate
Procurement Strategy which emphasises the importance of robust contract management.
The contract management aspects included performance measurement in the form of a
new set of Key Performance Indicators (KPIs) and a full escalation process leading to Low
Performance Damages being imposed on contractors.

The Review Team noted that all major procurements have been carried out in accordance
with the Corporate Procurement Strategy and that individual strategies are further developed
for major procurements. The Review Team obtained the KPIs for the Response Maintenance
contracts and also the proposed KPI's for the Planned Schemes and noted that specific
contractor performance management documents setting out the revised KPIs, how they would
be measured and how performance of KPIs would be used to score for Low Performance
Damages had all been established and that previous more subjective KPIls were no longer
included.

Conclusion
The Review Team considers that the recommendation has been implemented.
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Recommendation 51 (Critical Control Recommendation)

The Housing Executive should consider, as part of the establishment of the proposed
Corporate Compliance Unit how this unit will provide an independent assurance on the
adequacy of management controls over Heating Contracts. The Housing Executive should
also confirm the reason why the Installation, Servicing and Maintenance of heating systems
is not undertaken as part of the current functions of the Repairs Inspection Unit or the
Scheme Inspection Unit. Finally, the Audit Committee, which now receives reports from both
the Repairs Inspection Unit and the Scheme Inspection Unit, should consider how it currently
obtains assurance in relation to Heating.

Summary of findings

The Review Team were advised by the Head of Corporate Assurance Unit that the Unit now
has responsibility for providing assurance in relation to Heating Contracts and has developed
a programme for completing inspections on Heating Response Maintenance and Planned
Heating Schemes. A methodology has been developed and agreed for the inspections and

a qualified Gas Safe engineer is in post and the programmes are underway. Progress on the
delivery of the programme is to be reported to the Audit Committee on a quarterly basis.

Conclusion

The Review Team considers that the recommendation is now implemented but note that the
programme of inspections began this year. The Review Team notes that it has taken NIHE
some time to implement this recommendation and in the interim Heating has remained
outside the scope of CAUs work.

Recommendation 52 (Good Practice Recommendation)

The Board of the Housing Executive should consider whether the current Standing Orders and
Scheme of Delegations should be amended to ensure that Revenue Schemes over a given
value should receive specific consideration and approval by the Board.

Summary of Findings

As detailed in our findings for Recommendation 2, a Working Group was set up, Chaired

by the Chief Executive (acting) to review the Standing Orders. A paper went to the Board

on 27 July 2011 and was approved which required that all Revenue Schemes exceeding
£500k needed Board Approval. The Review Team notes that following the subsequent review
Standing orders and Scheme of Delegations in June 2013, Standing Orders now only require
the Board to approve Revenue Schemes exceeding £1 Million. The Review Team confirmed
that all schemes have to go through the Central Clearing House Committee and then to either
Chief Executive’s Business Committee or the Board for approval along delegated limits.

As part of this review the Review Team examined the Central Clearing House Committee
minutes for 21January 2013 and 4 February 2013 and selected a sample of revenue
schemes over £500k. The Review Team confirmed that these Schemes had been
appropriately approved by the Board in line with the delegated authority in place at the time.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 53 (Good Practice Recommendation)

The Review Team found a lack of consistency in how files were structured, while we confirmed
that key documentation was on file it was not always easy to find the relevant paper work
quickly. The Housing Executive should review the layout of project files, files should have
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a consistent layout, this should not differ between Areas and duplication of papers should
be avoided. The Board may wish to ask their Internal Audit Unit to conduct a more detailed
review of the consistency of project files.

Results

NIHE Central Design Services have advised that a new file structure has been developed
and is operational. The Admin Managers in the area teams met and agreed a 10 point file
structure for the project files. This was agreed at the Area and Headquarters’ Admin Teams
Meeting October 2012.

Each Area Manager issued the new file structure to their Technical Teams and confirmed the
new file structure had been implemented. Each of the 5 area teams confirmed by email to
Central Design Services in November 2012 that they are using the new file structure. NIHE
have not carried out any review of the project files as the process was only implemented

in November 2012 and was not retrospectively applied, it was felt that there would be
insufficient information in the files to carry out a review at this stage. There are still no plans
to review the structure of the project files.

The NIHE Head of Internal Audit advised that Internal Audit has not carried out any specific
review work on the structure of project files. However, they would examine project files as part
of any audit assignments carried out. Corporate Assurance Unit has confirmed that they do
not look at the quality of file layout as part of their inspection process. This review considers
that a review of the new file structure may be beneficial and provide assurance that the file
structure is being complied with.

Conclusion
The Review Team considers that the recommendation has been implemented.

Recommendation 54 (Good Practice Recommendation)

In the case of two of the large Revenue Replacement schemes selected, the Review Team noted
that the Final Reconciliation report was not on file. The Review Team was advised that Final
Reconciliations were due, pending the resolution of an outstanding issue with the contractors
regarding payment for the disposal of “gypsum”. The Housing Executive should ensure that this
issue is resolved as quickly as possible and that Final Reconciliations are completed.

Summary of findings

The Review Team was advised that the Acting Assistant Director in Design and Property
Services agreed to pay additional gypsum disposal costs upon receipt of the appropriate
documentation.

The current Assistant Director has stated, “These schemes have not been finally reconciled

as they have been caught up in the bigger picture. The contractors are very slow to engage to
reconcile schemes until a number of principles have been resolved between our experts and
theirs. It is hoped that the experts should complete the kitchens schemes by the end of August
2013 which will allow us to close out on all kitchen schemes that are complete on site.”

Conclusion

The Review Team considers that this recommendation is not implemented, but note that
action has been taken to try to resolve the issue.
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Recommendation 55 (Good Practice Recommendation)

The Housing Executive should ensure that the all recommendations made by the Scheme
Inspection Unit are effectively implemented in a timely manner.

Summary of findings

A new CAU Scheme Inspection Methodology was approved by the Board on 31 October 2012.
This included a time-bound reporting process to help to ensure that Final reports were issued
in a timely manner. The methodology was “road-tested” and refined in collaboration with
Design and Property Services (DPS). The Review Team notes that site reports are signed

off by Assistant Director DPS with issues and defects agreed at Exit Meetings and draft
inspection reports are signed off by DPS. SIU recommendations are monitored quarterly and
reported to the Audit Committee.

The Review Team notes that whilst the majority of recommendations are implemented in a
timely manner a small number of issues have remained outstanding for a long period of time.

Conclusion
The Review Team considers the recommendation has been implemented.

Recommendation 56 (Critical Control Recommendation)

The Review Team recommends that the housing executive’s manpower plan should be
broadened to include strategic workforce planning; a formal succession plan for all key posts
should be developed and agreed with the board.

Summary of findings

Workforce plans have been developed and supplied covering 2011/2012, an outline

plan covering 2012/2013 — 2014/2015 and a workforce plan covering 2013/2014 —
2016/2017. The papers reflect staffing requirements based around financial and other
implications. It has been confirmed with Director of Personnel Management Service that while
the succession planning process has begun it is a work in progress and not complete. Copies
of draft reports from directorates relating to succession planning have been provided.

The Director of Housing and Regeneration provided more detail on the specific steps he had
taken to address succession planning:

“I have restructured our division in last 12 months. Created a pool of 12 new middle
managers who could create the base from whom senior managers will come. All these
managers have recently been through a leadership development programme. We also
have a pool of graduate trainees who follow an intensive and comprehensive programme
of Housing Management experience. Another example has been the recruitment of a
number of Grounds Maintenance staff to prepare for the future of that service. In terms of
the Maintenance service we developed an accredited Training programme with the CIOH
and put all our Maintenance staff through a comprehensive programme which will help
professionalise the service and provide a wider base of suitable staff from which future
promotions can be made.”

The Chair confirmed that the question of succession planning is no longer as critical as it was
in 2010 and that the “risk has been overtaken by transformation agenda”.

Conclusion

The Review Team considers that the recommendation has been partially implemented,
succession planning is not complete and the Board has not agreed a formal succession plan,
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however, the strategic context has also changed and the Board does not see succession
planning as being as critical a risk as it was previously.

Recommendation 57 (Good Practice Recommendation)

All key human resources strategies, (the people strategy, the learning and development
strategy, the workforce plan, the succession plan and the change management strategy etc)
should be developed in line with the timescales for the corporate and business planning
cycle and be agreed by the board. There should be clear and consistent linkages between the
corporate and business plan and proposals in the supporting human resources strategies
which should be explicit on how they will lead to improvement in outputs from staff.

Summary of findings

The Review Team was provided with copies of updated policies. Evidence supports that the
people strategy has been updated in 2011 and 2012 and that these papers went to the
board. Board schedule indicates that these policies should go the Board annually in March;
these were actually presented in April and May but we consider this is broadly in line with
schedule. The schedule dictates that the workforce plan should go to the board in March;

we noted that the 2011 review was presented to the board in March, the 2012 review in
April and the 2013 workforce plan went to the board in July 2013.Evidence was supplied
demonstrating that the learning and development strategy has been updated and reported to
the Board. An updated whistle-blowing policy has also been provided.

Papers have been provided relating to the areas of succession and rotation planning and
change management. It has been established from discussion with the Director of Personnel
Management Service that formal strategies do not currently exist in these areas, however,
work on these has commenced.

A paper on discussion topics for the coming months has been supplied. This was accepted
by the Board on 31 July 2013. The paper details a forward look of emerging issues for the
organisation and indentifies specific topics, resourcing for dealing with same, the board
contact for each and target board meetings. In this regard the paper offers evidence of a
strategy being in place to address specific change management issues which will impact on
the organisation.

Conclusion

The Review Team considers that the recommendation has been partially implemented.
However it is noted that some strategies and plans remain at the planning phase and have
not been finalised.

Recommendation 58 (Good Practice Recommendation)

The Housing Executive should commit to reviewing and updating competence frameworks to
underpin key human resources process to support management and staff development and
contribute to organisational and cultural change. A skills audit against revised competence
frameworks should be developed for workforce planning, learning and development, managing
change and governance.

Summary of findings

Director of Personnel Management Service has informed the Review Team that “the ‘skills
audit’ for the Housing Executive is in effect the development needs discussion between the
line manager and his/her direct reports. The needs emerging are collated by our learning
and development group and inform our learning and development programmes (NB we would
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however welcome examples of the deployment of the skills audit which have been undertaken
in the NICS)”

The Review Team confirmed that a revised core competency framework has been developed
and rolled out across organisation. The make-up of the competency framework supports good
practice and organisational core values. Training in the usage of this and the adjoined online
appraisal process is taking place. The Review Team notes that Corporate Governance training
has also been developed and rolled out across the organisation.

The Review Team noted that Housing & Regeneration division undertook a programme of
specific training aimed at specific skills and competences need by staff. The documentation
supplied in relation to the Housing & Regeneration prospectus outlines targeted learning for
specific roles and grades within Housing & Regeneration function. This taken together with
the Housing & Regeneration competency framework provides evidence to support that work
has been undertaken to understand the needs and requirements of role and function and as
such a skills audit has by mission of action been undertaken. In addition, the Review Team
has been advised that when the new Response Maintenance contracts came into effect, that
specific training was provided to staff and that similar training will be provided when the new
Planned Maintenance contracts come into effect.

Conclusion

The Review Team considers that the recommendation has been implemented. Evidence
supports that a revised competency framework is in place and is being supported by an
online appraisals process. While a formal skills audit has not been conducted, evidence has
been provided that the specific training needs of staff working on Maintenance Contracts has
been identified and training provided.

Recommendation 59 (Good Practice Recommendation)

Management should agree with the board key strategic human resources issues on which
members would welcome timely engagement, this to include consideration of the adequacy
of the key performance indicators identified for the human resources and whether indicators
should be developed for workforce planning, learning and development, managing change and
governance.

Summary of findings

The Director of Personnel Management Service has advised that the sole Human Resources
Key Performance Indicator which is escalated to the Board covers absence rates in the
organisation. The Director further advised that “Human Resources Strategies are consulted
on with management and approved by the senior team at the Chief Executive Business
Committee. Key Human Resources strategies are also submitted for Board approval.”

The Review Team confirmed that key Human Resources strategies are submitted to the Board
and receive approval. Human Resources strategies which have gone to the Board for approval
include competency revision, workforce plan, people strategy, appointments and promotions,
reward and recognition, stress in the workplace, managing attendance.

Conclusion
The Review Team considers that the recommendation has been implemented

Recommendation 60 (Good Practice Recommendation)

The Housing Executive should ensure that the assurance of human resources systems is
strengthened. Personnel and management service division should review risks relating to
human resources to ensure all risks are identified, assessed and escalated as appropriate
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to the corporate risk register, such risks to include learning and development, leadership
development, key competencies, workforce and succession planning and managing
governance.

Summary of findings

An assurance reporting chain has been established within the organisation and risk registers
are completed at divisional and corporate level on a quarterly basis. Human Resources
specific assurance statements and divisional risk registers have been provided. Matters
including succession planning are articulated in this process.

The NIHE Head of Internal Audit has advised that “we have carried out a number of Human
Resources related audits. These audits reported a satisfactory opinion”

Conclusion

The Review Team considers that the recommendation has been partially implemented. We
noted that an Assurance reporting process is in place, it is however, noted that succession
planning appears on both the Corporate and Divisional Risk Registers but that no codified
succession plans are in place.

Recommendation 61 (Good Practice Recommendation)

The Housing Executive should review and agree its priorities for employee resourcing and
review its policy for appointments and promotions to consider extending the use of external
recruitment. It should review and update arrangements to support organisational and cultural
development. It should also agree a policy on staff rotation and maintain records on the
rationale and decisions for appointments, transfers and movement of staff.

Summary of findings
The Review Team were advised by the Director of Personnel Management Service that :

“The present policy position is that the Housing Executive will trawl externally for posts at
entry level, level 4 and 6 and at director level —subject to there being no implications in
regard to organisational development or change which may give rise to redundancy situations.
The current situation is that the Housing Executive believes there are implications in any large
scale external trawl in regard to the efficiency savings required going forward and in particular
the anticipated reduction in housing benefit staffing associated with the introduction of
universal credit (some 490 posts currently). In this regard it is anticipated that it is unlikely
that we conduct large scale recruitment exercises. Rather external trawling of posts will in the
main be confined to entry level posts and specialist posts primarily at level 4 and level 6.”

The Review Team noted that Paper 599/7(4) presented to the Board advised that NIHE
maintain the status quo with regard to recruitment. The Review Team obtained a breakdown
of internal vs. external appointments at senior level over the period since the 2010 review.
At Assistant Director and Director level there have been six internal and two external
appointments. Five of these competitions were internal trawls and three were advertised
externally. Two further director level competitions are ongoing, these have been advertised
externally.

No formal staff rotation policy exists. Personnel Management Service confirmed that records
on appointments, transfers are on file.

Conclusion

The Review Team considers that the recommendation has been partially implemented as
NIHE has reviewed its recruitment policy and has opted to continue with their current policy
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with regard internal v external appointments. We also note that formal rotation plans have not
been developed.

Recommendation 62 (Good Practice Recommendation)

The Housing Executive’s learning and development strategy should be explicit on how
development will impact on individuals’ capability, business area improvement and
organisational development. It should demonstrate how the investment in training represents
value for money. Consideration should be given to updating and refreshing manager’s
knowledge and skills to support succession planning.

Summary of findings

Northern Ireland Housing Executive has a learning and development strategy which

is supported by a yearly training plan which is approved by Chief Executive Business
Committee. Both documents outline strategic and divisional priorities, and whilst this could
be strengthened in terms of explicit linkages being cited it is possible to see the connection
between training proposed and delivered and individual, business and organisational
development.

Learning & Development have confirmed that value for money in regards to training is not
quantified on current programs but will be put in place to assess the value of e-learning which
is to be implemented in the coming year. Learning & Development have stated that:

“Whilst Learning & Development Service does not undertake Return On Investment’s on
current programmes, we do work to the Investor in People Standard (Plan-Do-Review)

which NIHE have held since approx 1998. The Investors In People standard has been very
important in raising and maintaining learning’s profile and places learning within a corporate
planning and strategic context. Working to the Investors In People Standard, highlights and
ties together the different strands of the organisation such as systems, processes, and
people and ensures a flow of dialogue between respective functions so that there is as
much synergy as possible between corporate/business objectives and training outcomes.”

Succession planning is however a work in progress within Personnel Management Service.

Conclusion

The Review Team considers that the recommendation has been partially implemented.
Learning & Development strategies do make connections with the improvement of individual,
business and organisational development. The explicit nature of such links could be
articulated in a more transparent fashion. A Value For Money quantum is not in place
currently however added value can be construed from the achievement of accreditation and
certifications. Again the explicit nature of such links could be more clearly articulated.

Recommendation 63 (Good Practice Recommendation)

The Housing Executive should review, evaluate and update as appropriate the following
human resources strategies: the performance review system, to include action to increase
participation in the online appraisal system and identification of training needs; the managing
attendance strategy, to ensure it complies with good practice in managing absenteeism; the
health promotion strategy, to include consideration of any further action required to manage
work related stress on staff and its implications for absenteeism; the change management
strategy, to include evaluation of previous change strategies, in preparation for managing
future change; the reward and recognition strategy, to include consideration of how staff
contribution to organisation and cultural change can be recognised; and personnel policies
should have review dates and staff should be reminded of key policies.
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Summary of findings

Northern Ireland Housing Executive have reviewed and updated the specific strategies cited
in the recommendation, with the exception of the change management strategy which is

an approach rather than a specific strategy. As regards performance review NIHE has rolled
out a revised competency framework providing training workshops on the operation of
same. A paper has been provided showing screen grabs of the application of the appraisal
system with specific regard to training courses. The Review Team noted that the managing
attendance strategy makes explicit reference to reporting, management, trigger points,
Keeping In Touch meetings and the role of Occupational Health Service. Stress in the
workplace has been addressed. The reward and recognition strategy has been reviewed and
was approved by the board 28 March 2012, was re-assessed in light of budgetary restrictions
and the conclusion was to strengthen recognition of positive input from staff and emphasize
management recognition of positive behaviors.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 64 (Good Practice Recommendation)

All outstanding work on counter fraud, including agreement to a revised fraud risk assessment,
should be expedited. Consideration should be given to the adequacy of staff resources in the
counter fraud unit. The accounting officer should review the adequacy of assurances provided
on fraud risks which informs and underpins statements of internal control.

Summary of findings

A fraud risk assessment has been developed and supplied, an update of which was
presented to the NIHE Audit Committee on 25 June 2013.

Acting Counter Fraud and Security Advisor has detailed the current position with regard to
caseloads within Counter Fraud Unit. Of the caseload at December 2010, 2 are still open. It is
advised that these cases are awaiting court proceedings to take place and require no further
investigation from Counter Fraud, and that all have been with PSNI for two years or more.

The Director of Finance has reported that “The staffing of the Counter Fraud Unit is kept
under regular review and resources are provided to meet the case workload at any particular
time. Resourcing is therefore not an issue and, to the best of my knowledge, has not been
an issue.” However, we noted that Counter Fraud Unit is currently staffed by one member who
is on a temporary contract, one seconded employee and the rest of the complement being
comprised of agency workers. Therefore, given the level of experience offered by the present
staff on the unit, a risk to Northern Ireland Housing Executive exists in terms of loss of
capacity should agency staff be re-deployed or leave of their own accord.

Formal assurances are in place relating to NIHE’s risk of fraud and these are articulated
through both assurance statements and fraud risk registers.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 65 (Good Practice Recommendation)

The Audit Committee should be involved with strategic analysis of lessons learned from the
investigations conducted by the counter fraud unit. The Review Team recommend that the
board arranges for the effectiveness of the new investigations committee to be evaluated
against its terms of reference and reported on during 2011. As part of the evaluation
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consideration should be given to existing guidance on referring cases to Police Service
of Northern Ireland, the department, the audit committee, the counter fraud unit and the
Northern Ireland audit office.

Summary of findings

A paper was prepared by Director of Finance which outlined strategic lessons learned from
Counter Fraud Unit and Investigations. This paper identified contract management, verification
processes, fraud awareness, and money laundering as areas of note and provided an action
plan against which deliverables could be measured .This paper was brought before the Audit
Committee on 5 October 2011. However, we noted that there is no formal mechanism by
which lessons learned from investigations are routinely shared within the organisation.

Audit Committee minutes dated 5 December 2012 detail that Director of Personnel
Management Service “gave a presentation to the committee on the work of the investigation
strategy”. The Director of Personnel Management Service advised that grievance, whistle-
blowing and complaints procedure have been reviewed in the previous twelve months.

Conclusion

The Review Team considers that the recommendation has been partially implemented given
the absence of a formal medium for the learning of lessons from Investigations.

Recommendation 66 (Good Practice Recommendation)

Consideration should be given to publicising all Gifts and Hospitality Registers on the
Northern Ireland Housing Executive website.

See also Para 6.5.6 Seven principles.

Summary of Findings

Gifts and hospitality registers for NIHE Directors, Chief Executive and the Chair of NIHE

Board are published on a quarterly basis on the NIHE website. Board Members have now
been included from October 2012.The last publication is for the register covering the period
October to December 2012. January to March 2013 is outstanding. The Head of Secretariat
has confirmed that the March 2013 return was submitted to the Audit and Risk committee on
25 June 2013 and will be placed on the website this month.

The minutes of the NIHE oversight meeting dated 2 April 2012 states that the Gifts and
Hospitality registers for Board Members, Directors and Assistant Directors has been
published on the internet. Board members weren’t published until October 2012 and
Assistant Directors still aren’t published. The Review Team queried the issue of Assistant
director level returns for gifts and hospitality and the Head of Secretariat has stated that
the non-publishing of assistant director returns was cited as a volume issue. Chief Executive
Secretary’s office does not maintain a register of assistant director returns — this is done
purely through the staff declaration register online.

This review requested the registers from Secretariat and confirmed that the content of the
registers reflects the content published on the internet.

Conclusion

The Review Team considers that the recommendation has been implemented but
consideration should be given on whether or not to publish details of Gifts and Hospitality for
Assistant Directors.
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Recommendation 67 (Good Practice Recommendation)

An audit of Health and Safety procedures for staff should be completed within the
2010/2011 Internal Audit programme.

Summary of Findings

NIHE Internal Audit presented a report to the Audit Committee on 15 June 2011 on the
outcome of a Health and Safety Audit which received an overall satisfactory classification.
There were 2 scope limitations in this review Asbestos and Construction Design &
Management (CDM) Health &Safety. The Head of NIHE Internal Audit has confirmed both
these areas were included elsewhere on the audit Plan.

A separate audit of Asbestos was carried out in September 2012 which was given a limited
classification. Objectives reviewed included. NIHE Internal Audit has confirmed that no follow-
up action of this audit has been carried out and that the recommendations are monitored
through the recommendations monitor. An further Audit of Asbestos Management is planned
for 2014

An audit of Warm Homes covered in objective three - the CDM Health and Safety aspects of
project management and was given a satisfactory classification. Work undertaken by NIHE
Internal Audit in relation to objective three included an examination of Health and Safety files
for both Scheme Managers; risk assessments of specific health and safety issues by the
Scheme Managers; an examination of the Scheme Managers health and safety inspection
and audit reports and records of qualifications held by various members of the Scheme
Managers team. NIHE Internal Audit also carried out observational testing of Warm Homes
Unit Inspectors work on-site over a two day period. They also carried out a review of Warm
Homes Unit Inspectors qualifications

Conclusion

The Review Team consider that the recommendation has been implemented.

Recommendation 68 (Good Practice Recommendation)

The Board and the Chief Executive should be provided with assurance on the implementation
of Health and Safety policies and procedures for staff.

Summary of Findings

As per paper to the Board 18 August 2012 (which defined the organisational framework

for managing health & safety issues) The Director of Personnel and Management Services,
acting on behalf of the Chief Executive, has responsibility for providing strategic leadership
and for championing health and safety issues within the organisation. The Director is also
responsible for ensuring that policies and procedures are in place to protect staff in carrying
out their day to day activities.

The Health & Safety Management Committee is chaired by the Director of Personnel &
Management Services and has representatives from all Divisions and from the Trade Unions.
The committee meets quarterly and the minutes go to the Chief Executive’s Business
Committee.

The Review Team notes, as per recommendation 67 above, that NIHE Internal Audit informed
the Audit Committee of the outcome of the Health & Safety Audit in 2011.

Conclusion
The Review Team considers that the recommendation has been implemented.
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Recommendation 69 (Critical Control Recommendation)

We recommend that clear objectives and outcomes be agreed for the proposed Corporate
Governance training, against which the exercise will be subsequently evaluated and reported
to the Audit Committee and Board. Management should use this exercise to assess both
before and after the training, the level of understanding demonstrated by staff of; the

seven Principles of Public life, the importance of these ethical standards and the extent to
which they impact on their day-to-day work. In preparation for this exercise the Board of the
Housing Executive should consider its current Core Values and how these link to the seven
Principals of Public Life and whether as a result there is a need to update the organisational
Core Values, the Responsible Officer guidance, the Management Charter and induction and
management training.

Results

A Governance training programme was developed with input from CIPFA which was delivered
to all staff down to Level 5 grade during the period June 2011 and February 2012. The
programme covered the 7 Nolan Principles, Conflicts of Interest, Gifts & Hospitality and
Sponsorship, Spending Public Money, Role of Board, Chief Executive and Directors and the
Framework of Control. The training also included case studies and consolidation exercises.

The Course objectives were:

m Understand and apply the Code of Conduct and best practice in handling conflicts of
interest;

®  Understand and apply best practice and Housing Executive policies and procedures in
relation to Gifts, Hospitality, Sponsorship, handling public money etc;

m  Understand the roles and responsibilities of key players (Board, Chief Executive, Chief
Executive Business Committee) and the framework of control within which the Housing
Executive operates; and

® |dentify ways in which the Housing Executive and teams/staff can further embed good
governance.

Figures provided by the Learning and Development Manager state that training has been
provided to 2451 staff within NIHE with a total 506 staff yet to receive training. Those yet to
be trained include relief staff on shift patterns and those on either career break or long-term
sick leave. Further training to be completed in September 2013.

A Governance Training evaluation paper was presented to the Chief Executives’ Business
Committee on 27 February 2012 which advised that end of course consolidation tests were
considered to have been successful in getting groups to discuss governance principles in
practice, consolidate and apply the learning to their working environment. Scores measured
at the beginning of the roll out of the programme and were averaging 85%+.

The NIHE Staff Attitude Survey completed January 2012 with a 75% response rate. The
survey included a section on staff’s awareness of the Housing Executive’s policy and
procedures for the first time. Those listed included the Code of Conduct and Acceptance of
Gifts and Hospitality The survey’s key findings noted that there were high levels of awareness
for the majority of policies and procedures listed with the vast majority of respondents noting
they are aware of the ‘Acceptance of Gifts and Hospitality’ (97%) and the ‘Code of Conduct’
(96%).

Conclusion
The Review Team considers that the recommendation has been implemented.
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Recommendation 70 (Critical Control Recommendation)

There are a number of internal investigations ongoing with the housing executive. On the
conclusion of these investigations the board should consider any lessons learned from these
investigations that can be used to enhance the control framework of the housing executive.
The board should also consider the degree to which results of these investigations provide an
insight into the extent to which staff fully understand the seven principles of public life and
how they apply to them.

Summary of findings

A paper was prepared by Director of Finance which outlined strategic lessons learned from
Counter Fraud Unit and Investigations. This paper identified contract management, verification
processes, fraud awareness, and money laundering as areas of note and provided an action
plan against which deliverables could be measured .This paper was brought before the NIHE
Audit Committee on 5 October 2011. It is noted that there remains no formal process for
lessons learned to be advanced from individual investigations.

Conclusion
The Review Team considers that this recommendation has been partially implemented.

Recommendation 71 (Good Practice Recommendation)

The Housing Executive should consider reviewing the current Code of Conduct, to take

into consideration issues arising from ongoing investigations and to ensure that the seven
Principles of Public Life and the Housing Executive’s Core Values are included. Management
should ensure that the Code of Conduct makes clear the linkages between the seven
Principles of Public Life, the Core Values of the Housing Executive and the guidance contained
in the code. Management should conduct qualitative analysis to determine the extent to
which staff found the guidance in the Code of Conduct clear and easy to follow and whether
staff consider there are other ethical situations that should be covered in the Code of
Conduct.

Summary of Findings

A review of the Staff Code of Conduct was undertaken by Management in early 2012 in
conjunction with staff and trade unions. A revised Code of Conduct was brought to the Board
in April 2012 which was subsequently approved. The Code of Conduct has been published
in the Corporate Governance Manual. The Code now outlines the 7 Nolan Principles and

the Core values of the NIHE and outlines the requirement for NIHE Officers to abide by the
principles and values in the course of their employment.

NIHE Staff were made aware of the revised Code of Conduct in a Personnel Bulletin issued

on 3 September 2012. The bulletin draws staff attention to the requirement to adhere to the
7 Nolan Principles and the core values of the NIHE. The Bulletin also outlines the changes
made to the earlier version of the code. Each member of staff was also provided with a hard
copy of the revised code. The Code of Conduct is available on the Personnel Homepage of the
NIHE Portal.

The CIPFA Governance training provided to staff specifically included Code of Conduct and
Nolan principles. Staff feedback from the training reflected an increased knowledge of the
Code of Conduct and what is expected from staff. Group consolidation exercises completed
at the end of training session examined staff knowledge of the Nolan principles and how to
assess conflicts of interest. The Staff Attitude Survey completed January 2012 included a
section on staff’s awareness of the Housing Executive’s policy and procedures.

A single unified register for the purposes of recording hospitality, and conflicts of interest
has been developed and Personnel Bulletin advised all NIHE staff that this Staff Declaration
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Register would be available from the week commencing 17 September 2012. The Review
Team confirmed this register is now in place on the NIHE portal and in use by staff.

Conclusion

The Review Team considers that the recommendation has been implemented.

Recommendation 72 (Good Practice Recommendation)

The Housing Executive Internal Audit unit should consider as part of its review of the declaration
of interests by Directors, the adequacy of the process by which interests are declared and
recorded and to whom this information is currently communicated. Internal Audit should

also consider declarations that were previously made by Directors and how this information

was used to prevent actual conflicts of interest or the perception of conflicts of interest. The
Board and Audit Committee will want assurance that the current process for the declaration

of potential or actual conflicts of interest provides a robust framework for the management of
potential risks. Consideration should also be given to reviewing the current arrangements by
which members of staff make declarations to the appropriate “Designated Officer”.

Summary of Findings

NIHE Internal Audit produced a final report on Directors and Board members interests in
March 2011. A limited assurance classification overall was given with 11 recommendations
for improvement. The Review Team has confirmed that no follow up audit was carried out by
the NIHE Internal Audit Unit. The Head of Internal Audit has stated that NIHE Internal Audit
does not have a policy of automatically returning to an area of limited assurance within 12
months of reporting previously. He also advised that he “felt that management should be
given a period of time to implement these recommendations and that this would be tracked
through the routine recommendation monitor process”.

The NIHE Recommendations Monitor which is used to track management’s implementation
of recommendations and is reported on to the Audit Committee was obtained to ensure the
recommendations made in the report were being implemented by management. The monitor
shows that all but one recommendation has been reported as completed by management.

Given that Internal Audit consider that controls were not operating effectively and have
failed to complete any follow-up action in this area to assess whether improvements have
been made; this review considers that there is still action outstanding in relation to the
recommendation.

Conclusion

The Review Team consider that the recommendation is partially implemented, given that the
2011 audit received a Limited Audit opinion but a follow-up review has not been undertaken.
NIHE have advised that an audit of Directors and Board Members interests is underway and
will be reported on in January 2014.

Recommendation 73 (Good Practice Recommendation)

In considering the introduction of quarterly assurance reporting the Board of the Housing
Executive should ensure that the form of these assurances should serve to demonstrate that
mangers are held accountable for their decisions and actions, that Directors are held accountable
to the Chief Executive and that the Chief Executive is in turn accountable to the Board.
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Summary of Findings

An assurance reporting chain has been put in place whereby quarterly assurance statements
are completed by Assistant Directors, Directors and the Chief Executive. There is no
requirement for grades below Assistant Directors to complete assurance certificates.

Assurance certificates for the quarters ending January and March 2013 were obtained and
examined to establish if issues were being appropriately escalated to the Chief Executive.
The examination found that there were linkages evident between the matters highlighted

in assurance documentation at Assistant Director level, through Director level and to Chief
Executive. There is also evidence of linkages from the assurance documents to the key risks
in the Divisional and Corporate risk registers.

Conclusion

The Review Team consider that the recommendation has been implemented.

Recommendation 74 (Good Practice Recommendation)

The Housing Executive should ensure that up-to-date information on Customer Complaints is

maintained on its Website. The Housing Executive should periodically conduct an audit of the
information on its Website to ensure that it contains the most up-to-date information and that
information is included on key decisions and actions taken by the Housing Executive.

Summary of Findings

The Head of Secretariat has confirmed that he has a dedicated team of content managers /
web editors in place to manage the content of the website

Head of Secretariat has overall responsibility for the updating of web material; web editors
are required to liaise with the relevant staff regarding the information on the internet and
update information accordingly on a rolling review format

The NIHE website was reviewed to establish if the information on customer complaints was
up to date. Under the section headed Complaints the NIHE outline their performance in
relation to dealing with complaints. This page was updated on 18th June 2013.

Information is provided on the number and type of complaints received during the period
2011/12 with comparisons made with the period 2010/11 and 2009/10.

Conclusion

The Review Team considers that the recommendation is implemented but noted that the
most recent data relates to 2011/12.

Recommendation 75 (Good Practice Recommendation)

Any future training or guidance on good governance or ethical standards should include a
description of the seven Principles of Public Life and how these relate to the Core Values of
the Housing Executive, and the work of staff. Management should conduct a survey of staff to
determine the current level of understanding on the seven principles. The Board should also
consider, as part of its annual self assessment process, how both the Board and the Housing
Executive as an organisation can demonstrate its commitment to these principles.

Summary of Findings

As per findings of Recommendation 69 the CIPFA governance training provided to staff
covered the Nolan principles and how they linked to the Core values of the NIHE. This training
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also included an assessment of staff's knowledge of the Nolan principles through the
completion of a consolidation exercise.

The Staff Attitude Survey completed January 2012 included a section on staff’s awareness
of the Housing Executive’s policy and procedures. Those listed included the Code of Conduct
and Acceptance of Gifts and Hospitality

The Board carried out their first Board Effectiveness review on 14th December 2011. (See
Recommendation 10). The Board used the framework recommended by the Governance
Review to carry out their effectiveness exercise. The Board Effectiveness questionnaire
used to carry out the review asks the Board to consider leadership, culture and behaviour.
The Board’s response cited the review undertaken of Board and committee governance
structures and documents, greater controls around payments and contract management and
the provision of governance training for staff putting a greater emphasis generally on good
governance throughout the organisation.

The new Chair commissioned an external review of Board Effectiveness and the Board met for
a two day “Away Day” session in April 2013 to consider the results and develop a way forward
on a number of areas. Another “Away Day” session is scheduled for October 2013.

Conclusion
The Review Team considers that the recommendation has been implemented

Ministerial Work Plan Reference 1

NIHE were asked to consider the ASM Report and provide a detailed response to the Minister
on how the issues in the report were being addressed.

Summary of findings

The Review Team notes that the NIHE Chief Executive wrote to the DSD Accounting Officer

on 17th April 2013 agreeing to finalise the ASM Report and accepting all the findings and
recommendations. The Minster wrote to the NIHE Chair on 9th May 2013 acknowledging that
the report had been finalised and asking to be kept informed in relation to further work which
the NIHE had initiated in relation to the ASM report findings.

The Minister wrote to the NIHE Chair on 11 September 2013 acknowledging that the NIHE
had completed work in response to the ASM Report.

Conclusion

The Review Team considers that this recommendation is implemented.

Work Plan Reference 2 - Performance Measurement Function

In relation to monitoring ongoing performance, ASM identified a suite of reports which could,
if collated and reviewed regularly; provide NIHE management with useful information in
relation to the performance of both its contractors and Maintenance Officers (MOs). NIHE
should consider the establishment of a performance measurement function, either under
the auspices of the Repairs Inspection Unit or Internal Audit but independent of Housing
and Regeneration, whose role should be to proactively “mine” the data held on the NIHE’s
systems to identify trends or outliers, which could direct specific further investigations into
poorly performing contractors or Maintenance Officers.
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Summary of findings

The NIHE has established a performance measurement function under the remit of the
Corporate Assurance Unit. The role of the Performance Measurement Officer role is to
identify trends based on information relating to contractors and maintenance staff. The
function became operational in June 2013. The Review Team confirmed that a number of
“Crystal Reports” had already been developed targeting specific issues arising from the initial
2013/2014 inspections undertaken by CAU.

The Review Team were advised that a range of standardised reports are in place for District
Maintenance Managers and Area Managers these include reports to identify duplicate
payments, numbers of unsuccessful post inspections. The facility to access these Reports is
available to Maintenance Staff, Central Maintenance Unit and Corporate Assurance Unit.

The above Reports are currently being used with plans to ensure increased usage. As part

of this Central Maintenance have identified areas considered to be of particular risk and the
associated codes identified, these will be circulated to relevant Maintenance Managers along
with additional guidance on usage. In additional a pilot is currently underway in the Newry
Area office around the post of Assistant Contract Manager, this will include the carrying out of
risk assessments which will include the running of these Reports on a regular basis.

Conclusion

The Review Team considers that this recommendation is implemented; we welcome the
appointment of a Performance Measurement Officer in June 2013 and the further work being
undertaken to make use of the standardised reports that have been developed.

Work Plan Reference 3 & 4 — Status of draft 8th round inspection
reports; implementation of recommendations made.

11 of the 12 draft reports issued in the 8th round of inspections contained a negative rating
and of these 10 remained in draft at end of June 2012. Action to be taken and a regular
update on the current status of these draft reports from the Repairs Inspection Unit and the
implementation of any recommendations.

Summary of findings

All 8th round inspection reports have been finalised and agreed with management. The Board
was informed of the status of the reports in papers date 23 July 2012 and 29 August 2012.

CAU monitor and report on progress towards the implementation of recommendations
through the recommendations monitor which is updated and reported to the Audit Committee
on a quarterly basis. Recommendations made during the 8th Round of RIU Inspections
identified a number of thematic issues relating to the management of response maintenance
contracts. Management implemented a four point maintenance improvement plan aimed at
identifying the source of failure, providing revised guidance and training to maintenance staff,
structural reform of the delivery of landlord services, and investing in new ICT technology to
support maintenance staff in carrying out their work.

For the 9th Round of RIU inspections the Unit will offer post review support to maintenance
managers to help address any issues that may be identified and in the implementation of any
recommendations that may be made.

The Head of Corporate Assurance Unit confirmed that she meets monthly with the Chief
Executive to update him on the results of the work of the Unit and an annual summary of the
key issues and themes identified by the Unit is presented to the Audit Committee.
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Conclusion

The Review Team considers that this recommendation has implemented.

Work Plan Reference 5 — Best Possible Use

The Governance Review 2010 contained a recommendation stating that:-

“The Board will also wish to ensure, in establishing the Corporate Compliance Unit
(Corporate Assurance Unit) that best use possible is made of the information generated by
this unit to challenge management, identify areas of concern and direct the work of other
review bodies such as internal audit”.

As it appears that the “best use possible” has not been made of this Unit or of the
information it provides, action should be taken to improve this.

Summary of findings

The Head of CAU confirmed that there has been significant restructuring of CAU since last
summer aimed at strengthening its skills set and improving the inspection methodologies
used by its various assurance work areas. CAU have been implementing a strategic
development plan that was approved by the Board in September 2012. Updates on the
delivery of the plan have been provided to the Board. This has involved recruitment to a
number of revised and new posts to ensure that the unit had the right people with the right
skills to deliver the Unit’s service. Two additional posts have been created with the Unit,

a Performance Measurement Officer and a Heating Inspector, and a number of response
maintenance inspection posts have been re-graded to reflect the additional skills and
expertise now required for the positions. Presently, CAU has three vacancies 1 Grant
Inspector, 1 Scheme Inspector & 1 Assurance and Improvement Inspector and additionally
seven posts are filled by agency staff.

The Head of Corporate Assurance Unit confirmed that she meets monthly with the Chief
Executive to update him on the results of the work of the Unit.

Quarterly update reports on work of the Unit were supplied to the Risk and Performance
Committee; following its demise in 2013, the quarterly updates are now presented to the
Audit Committee, and an annual paper on the work of the unit goes to the Board. The Review
Team obtained a copy of the March 2013 update to the Audit Committee and confirmed that
this paper provided an analysis of issues arising out of the 8th round of inspections including
a list of key weaknesses such as:

®  Over measurement - were the quantity of materials paid to contractor is excessive
compared to material required/ used;

m Deemed to be included - failure of Maintenance Officers to understand procedures
material / labour already included in price of jobs leading to contractor being paid for a
second time;

® Duplicate SORs (job codes) — were the same defects occurring at the same location with
6 months, contractors have a 6 month defect liability. In a number of districts they found
that on occasion additional follow-up jobs were issued leading to second payment; and

m  Work not done — The contractor had claimed for work not done or not required.
The Review Team also obtained a copy of the Annual Report from the Head of the Corporate

Assurance Unit that issued to the Board on 23 April 2013.The new Chair has stated that he
is content with use made of CAU and has no plans to revise its role.
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Conclusion

The Review Team considers that this recommendation has been implemented. However, it is
important that the staffing of CAU is kept under review and in particular the high number of
Agency staff.

Work Plan Reference 6 — Scheme Inspection Unit (SIU)

It had been identified that there were difficulties in obtaining management responses to Scheme
Inspection Unit reports and in particular agreement on the question of measurement and
standards. An agreed methodology was to be developed and outstanding issue on contractors
making good on defects should be subject to further work by Scheme Inspection Unit.

Summary of findings

The Director of DPS commissioned Personnel & Management Services to carry out a review

to identify why DPS staff had indicated that defects had been made good when a later
inspection had determined that they had not in fact been addressed. This review made a
number of observations in the then inspection process that had allowed for confusion to creep
in. In addition DPS staff had placed an over reliance on the word of contractors. A review of
the policy, standards and specifications was conducted: SIU and DPS came to a common
understanding. The ambiguities that had distorted earlier inspection outcome were addressed.

To deal with the outstanding defects CAU met with Areas and agreed a way forward to
resolving the outstanding issues. DPS staff were asked to return to the defects schedule
and where practical make good the defects. Of the original 202 defects identified in SIU’s
follow up inspections 126 were subsequently rectified. Of the remaining 76 defects it was
agreed between SIU and the Areas that it was no longer practical to made good 68 defects.
8 defects remain outstanding (7 relate to 1 dwelling) due to difficulty in gaining access to the
properties. SIU has reported that it was content with the action taken to make good defects.

A new CAU Scheme Inspection Methodology was approved by the Board on 31/10/12. This
included a time-bound reporting process to help to ensure that Final reports were issued in
a timely manner. The methodology was “road-tested” and refined in collaboration with DPS.
Site reports are signed off by Assistant Director DPS; issues and defects are agreed as Exit
Meetings; and draft inspection reports are signed off by Director DPS.

SIU recommendations are monitored quarterly and reported to the Audit Committee. The
Director of DPS manages the implementation of recommendations. NIHE have stated that
they are content that appropriate action has been taken to address the issues identified and
that where practical any defects highlighted in the scheme follow-up inspection 2012 had
been completed.

Conclusion
The Review Team consider that this recommendation is completed.

Work Plan Reference 7 — Contractors Closure of Accounts & Work Plan
Reference 12 - Overpayments

(7)  Closure of accounts - There is an urgent need for NIHE to determine the financial
consequences to NIHE. DODPS tasked with identifying the extent of this issue.

(12) Over Payments - NIHE has yet to determine the quantum of overpayment in relation to
the Ballynahinch scheme. It important to determine the total amount of overpayments
and the total amount to be written off.
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Summary of findings

There are 469 schemes in the ECM/Revenue Replacement Programme were accounts
needed to be reviewed and closed. The NIHE established a dedicated team of Quantity
Surveyors and created the Central Cost Group (CCG) to close out the accounts. 96 accounts
had been closed at 25 June 2013 and 373 accounts remain to be closed.

The ECM/Revenue Replacement Programme was delivered by 4 contractors. In July 2012
the Director of DPS wrote to the contractors advising of evidence of overpayments. External
chartered surveyors (Moore MacDonald) were engaged to review the work of CCG to provide
independent evidence and findings. On 29 May 2013 the Board was advised that the
estimated overcharging was £18m representing 10.5% of the total approved contract sum
across the 469 schemes. The estimated overcharging related to all 4 contractors.

The Board decided to use the findings from Moore MacDonald’s investigations as legal “test
cases”. On 25 March 2013 a referral for adjudication was served on contractor PK Murphy.
The process collapsed when the adjudicator resigned. On 29 May 2013 the Board decide to
pursue its claim in the High Court and, in parallel, to continue to engage with the contractor
to settle the dispute.

The Review Team noted that in addition NIHE appointed Campbell Tickell “to identify how
substantial overpayments to NIHE planned maintenance contractors occurred.” The Final
Report from this review is due by the end of September 2013.

Conclusion
The Review Team considers that this recommendation as been partially implemented.

Work Plan Reference 8 — Chairman’s Letters

The Action Plan should cover all the actions and steps communicated in the former
Chairman’s letters on 21 June 2012 and 29 June 2012 and should also include actions to
ensure that Corporate Assurance Unit (CAU) is provided with the full complement of suitably
qualified staff to allow it to fully deliver its remit.

Summary of findings

A four point maintenance improvement plan covering the following areas was developed and
implemented.

m  Source of Failure — a programme of intervention visits was delivered to the 16 districts
that had received negative ratings as a result of RIUs 8th round of inspections.
Improvement Action Plans were developed with the Intervention Team and their
implementation was closely monitored by the Intervention Team. At the time of writing 14
of the 16 districts had fully implemented their Action Plans and the Intervention Team was
working with the remaining two to finalise their actions to deliver their Plans.

m  Skills/Training Development - A review of maintenance staff skills and qualifications was
carried out and reported to the Board. A training course for maintenance staff, accredited
by the Chartered Institute of Housing, was delivered to all relevant staff between
December 2012 and July 2013.

m  Structural Issues - New management structures based upon three Regions delivering
housing services through 12 Areas under the command of Area Mangers are now
operational. New Contract Managers have been appointed working directly to Regional
Managers. Their role is to manage at the contracts for two Response Grounds and Heating
for at least two areas within in a region .There are 6 Contract Manager posts (approx. one
per two new Areas) and all posts are filled. They are dispersed on a Regional basis as
follows: Belfast - 1 Contract Manager; North — 2 Contract Managers; South - 3 Contract
Managers.
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m Systems/Technology — The Response Maintenance Manual is updated on an ongoing
basis as a result of, amongst other things, legislation changes, inspection findings and
issues raised by maintenance staff. The roll out of Mobile working is being delivered,
an initial pilot project was undertaken and rollout it is planned to complete by the end
of March 2014. A statistical response maintenance inspection regime is operating
throughout the regions and is used to hold contractors accountable for their performance.
The results of the inspections are monitored by management and reported to the Audit
Committee and Board.

Conclusion

The Review Team considers that this recommendation is implemented. We note, however, that
there are still a number of posts in CAU filled with Agency staff.

Work Plan Reference 9 — Governance Review —
Revisiting recommendations relating to RIU/CAU

The 2010 Governance Review of NIHE made a number of specific recommendations in
relation to the work of the Repairs Inspection Team and the, then, proposed Corporate
Assurance Unit. In the context of the actions now being proposed by the Board to address
the issues arising in relation to Response Maintenance, and how the Board obtains

the information to allow it to challenge Senior Management, it is worth revisiting these
recommendations and considering whether with hindsight many of the actions proposed
should have been initiated earlier by the Board.

Summary of findings

The specific recommendations relating to the work of RIU and CAU referred to above relate
to recommendations 21, 41 and 51 in the original report. All three recommendations are
considered implemented.

It should be further noted that the results of CAU’s work is now reported to the Audit
Committee and annually directly to the Board. The restructuring of the landlord services
within Housing and Regeneration Division has addressed the recommendation relating to
the performance of one of the districts, and CAU has recently commenced a programme of
inspections to provide independent assurance in relation to the delivery of heating contracts.

The Deputy Chief Executive presented a paper to the September 2012 Board meeting in
relation to the implementation of the 2010 Governance Review recommendations relating

to the work of RIU and the establishment of Corporate Assurance Unit, and the associated
lessons learned. The paper outlined the lesson learned as “a need to place a greater focus
on the importance of assurance generally and to implement priorities with greater urgency”.
While there was no specific reference in the report, or in the Board minutes, to the Board
considering, with hindsight, whether any of the actions proposed should have been actioned
earlier, it was noted in the minutes that Board “approved the review of the implementation of
the governance recommendations associated with the CAU and RIU and the associated lessons
learned”.

Conclusion

The Review Team considers that this recommendation has been implemented.
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Work Plan Reference 10 — CAU and Heating Inspections

In the Governance Report 2010, a recommendation relates specifically to the establishment
of the Corporate Assurance Unit. This recommendation (number 51), was also earmarked as
a critical recommendation and required that:

“The Housing Executive should consider, as part of the establishment of the proposed
Corporate Compliance Unit (CAU) how this unit will provide an independent assurance on the
adequacy of management controls over Heating Contracts. The Housing Executive should
confirm the reason why the Installation, Servicing and Maintenance of heating systems is
not undertaken as part of the current functions of Repairs Inspection Unit. Finally, the Audit
Committee, which now receives reports from both the Repairs Inspection Unit and Schemes
Inspection Unit, should consider how it currently obtains assurance in relation to Heating?”

This recommendation was recorded as completed at June 2011 and then reopened in
January 2012 as it had not been fully implemented. In June (2012) the activities of the
Corporate Assurance Unit still do not included providing an independent assurance on
Heating Contracts and that CAU does not currently have any staff with the necessary training
or expertise in this area. Details on how this will be delivered should be provided.

Summary of findings

A gas safe inspector was recruited to CAU in January 2013 and an inspection programme for
planned heating schemes has been developed. CAU commenced a programme of inspection
covering heating response maintenance in June 2013. Heating inspection findings will be
included in the CAU Progress Reports submitted to quarterly to the Audit Committee, next
due September 2013. It was noted that NIHE’s Internal Audit Department reported in July
2013 on this area of work. The report provided a satisfactory audit opinion in relation the
work of CAU specifically that “a robust system of CAU led technical inspections had been
introduced in relation to Heating and All Trades Response Maintenance services”.

Conclusion
The Review Team considers that this recommendation has been implemented.

Work Plan Reference 11 — Report Timeframe for Reports

The new reporting protocols are welcomed, however, in order to ensure that the target
timescales are fully complied with, CAU should develop report clearance targets and report
performance against the target to each Risk and Performance Committee meeting. Further,
the Schemes Inspection Unit should define timeframes for each stage of the inspection
process and address these with Design and Property Services.

Summary of findings

Protocols covering the reporting process for Response Maintenance Inspections, Planned
Schemes Inspections and Heating Response Maintenance Inspections have been developed
that outline targets for reporting process, however records of performance against these
targets are not maintained nor reported on.

Conclusion

The Review Team considers that this recommendation is partially implemented. Whilst CAU
has developed report clearance targets it does not report performance against the targets.
NIHE has advised that it is envisaged that CAU will report performance against targets to the
January 2014 meeting of the NIHE Audit Committee and then all subsequent meetings.
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Work Plan Reference 13 & 14 — Investigation

NIHE should expeditiously conclude the investigation on the possible withholding of
information from the Audit Committee, specifically:

13. Nine months has elapsed since it was reported that the inspection findings on quality
and cost had been reported by inspection staff but that the report had been modified
“to both reduce the impact of the quality findings and to remove all reference to
overcharging” before it was submitted to the Audit Committee. This matter has yet to
be formally investigated.

14. The financial implications that have resulted from this action are significant and this
information should have gone to the Audit Committee in June 2010. NIHE should
expeditiously conclude its investigation on the possible withholding of information from
the Audit Committee.

Summary of findings

Following the Ministers letter of 4 July 2012 the NIHE Chairman (Acting) instructed the
Director of Corporate Services to carry out an investigation. An investigation was performed
by the Head of Internal Audit and a final draft report dated 31 October 2012 was issued. A
special “in camera” Board meeting was held on 31 October 2012 to discuss the final draft
report. Between 31 October and 1 December 2012 the Board made a decision to recruit

an external HR consultant to review the conclusion of the HIA's report. An oversight group
consisting of three Board members oversaw the external HR consultant’s review. The Report
has been finalised and a copy has been provided to the Department.

Conclusion
The Review Team considers that this recommendation has been completed.

Work Plan Reference — 15 & 16 — Contract Management Analysis and
Intervention Team

15. A regular update on all current contract management arrangements should be provided
to the Board and to the Department.

16. A regular report on the work of the Intervention Team should be provided to the Board
and the Department.

Summary of findings

A paper reporting on performance on all parts of contract management on planned and
response maintenance is provided to each Board meeting and a copy of this report is
included in the copy of the Board papers supplied to the Department.

A periodic update on the work of the Repairs Maintenance Intervention Team is also provided
to the Board and similarly copies of the report are also included in the Board papers supplied
to the Department. We noted that the update to the Board in June 2013 reported that

the Intervention Team had visited all of the 16 districts that had been awarded negative
assurance ratings in the 8th round of inspections.

The establishment of Intervention Teams was a specific response to the issues relating to
the 8th round of inspections. As part of the new processes developed for the 9th round
of inspections, CAU now provide a post inspection support function, to Districts. This
superseded the role of the intervention team and serves a similar purpose of helping the
districts resolve issues.
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Conclusion

The Review Team is content that the recommendation has been implemented.

Work Plan Reference 17 — Draft Internal Audit/CAU Reports

All draft Internal Audit/CAU Reports (to be sent to the Department) along with a timetable to
ensure reports are agreed and recommendations implemented immediately.

Summary of findings

The Review Team confirmed that all draft NIHE Internal Audit and CAU reports were supplied
to the Department. Protocols governing the reporting process for reports and outlining targets
for reporting process are in place for both CAU and Internal Audit Reports which ensure
Department is copied into future reports.

Conclusion

The Review Team considers that this recommendation has been implemented.

Work Plan Reference 18 — Monthly Accountability Meetings
DSD/NIHE to organise monthly meetings and agenda.

Summary of findings

The Department holds Monthly Accountability Meetings with the NIHE attended by the
Secretary and the Chief Executive the agenda for these meetings are agreed.

Conclusion
The Review Team considers that the recommendation has been implemented.

Work Plan Reference 19 — Failings, Culture, Practice

Board to critically analyse how failings occurred including what was the culture/practice that
allowed this to happen and continue for so many years

Summary of findings

The Board discussed these issues at its August 2012 meeting and a letter, dated 4
September 2012, was sent from the acting Board Chair to the Minister outlining the Boards
assessment of how the failings occurred and how the culture and practice of the organisation
was changing in light of past experiences. The Review Team also noted that further detail

on the underlying issues relating to overpayments on Planned Maintenance/ Schemes was
reported by the Chief Executive in his paper “Addressing the Deficiencies in Response and
Planned Maintenance”, 29 May 2013. This paper identifies four “generic issues that have
contributed to our problems” these were;

m  Culture — “It is recognised that for some time the prevailing culture of the Housing
Executive was one where the desire to hit targets and spend budgets too often came at
the expense of proper governance and compliance with rules”;

® Contracts — “We got the management of contracts wrong. From the outset there was a
flawed understanding of AEC (Achieving Excellence in Construction — often referred to as
EGAN) contracts”;

m  Skills and Knowledge — “There is evidence that some staff working in Response and
Planned Maintenance were insufficiently trained to perform their roles and did not fully
understand what was required of them”; and
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m  Structures — “The External Gateway Review pointed to the lack of clarity over who was
responsible for managing the maintenance contracts. Another issue was the master-

servant relationship that existed between Housing and Regeneration and Design and
Property Services.”

Conclusion

The Review Team considers that the recommendation has been implemented.
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NIHE Response to Follow up
Review of Governance Report

H - Chairman Donald Hoodless OBE

Executive

Belfast BT2 8PB

Will Haire

Permanent Secretary

Department for Social Development
Lighthouse Building

1 Cromac Place

Gasworks Building Park

Ormeau Road

Belfast BT7 2JB

7" March 2014

Dear Will
REVIEW OF GOVERNANCE IN NIHE - FOLLOW-UP REPORT

Governance in the Northern Ireland Housing Executive Follow-up Report was
completed by DSD in November 2013 and issued to NIHE on 10" February 2014.

This report set out the key findings against each of its 3 objectives and made a
requirement for NIHE to consider the report and take forward the following actions:

¢ Review the findings and conclusions in the report;

» Confirm revised timescales for the completion of all ‘partially implemented’ or ‘not
implemented’ recommendations in the 2010 Governance Review and for the
three partially completed actions in the 2012 Work Plan;

* Provide details of any recommendations that they no longer deem relevant and
provide the Board and the Department with a reasoned case for no further action;

* Provide an update on what actions are being taken to address the cultural issues;
and

* NIHE's Internal Audit Unit should validate the completion of all outstanding
recommendations/actions and this should be subject to Quality Assurance by the
Department'’s Internal Audit Unit.

The NIHE review of the findings and actions laid out in the DSD Review of
Governance in the Northern Ireland Housing Executive Follow-up Report has now
been completed and is attached for your attention together with the Internal Audit
Validation report.

Yours sincerely

Donald Hoodless
Chairman

iom b
)
Telephone 03443 920900 Fax 028 9043 9803 INVESTORS
Typetalk no : 18001 03448 920900 Emall: donald.hoodlessinihe.gov.uk IN PEOPLE
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NIHE INTERNAL AUDIT DEPARTMENT

INTERNAL AUDIT DEPARTMENT

INTERNAL AUDIT VALIDATION

OF REPORTED PROGRESS IN COMPLETING
OUTSTANDING DSD GOVERNANCE RECOMMENDATIONS

5 March 2014

Report

March 2014

Completed by HIA

John McVeigh

FINAL
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TABLE OF CONTENTS

1.0 INTRODUCTION 1
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3.0 PROGRESS REPORTED BY NIHE ON 1
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1.1.

1.2

2.1,

3.1.

3.2

3.3.

NIHE INTERNAL AUDIT DEPARTMENT

INTERNAL AUDIT VALIDATION OF REPORTED PROGRESS IN COMPLETING

OUTSTANDING DSD GOVERNANCE RECOMMENDATION (5 MARCH 2014)

INTRODUCTION

The Permanent Secretary (DSD) wrote to the NIHE chairman on 10 February 2014
to advise on the conclusions to a follow-up review, which had been completed in
November 2013, of the 2010 Review of Governance in the NIHE.

Included within this letter was a requirement for NIHE Internal Audit to carry out a
validation of completion of all outstanding recommendations/ actions.

METHODOLOGY FOLLOWED BY INTERNAL AUDIT
The validation process followed by Internal Audit was as follows:
+ |dentify scope of reported progress;
» Provide a validation assurance opinion;
+ Report on non-compliance, if any identified.
PROGRESS REPORTED BY NIHE ON RECOMMENDATIONS COMPLETE

In Section 4 of NIHE’s “Response to November 2013 Follow Up Report (March
2014)", the following progress was reported:

Critical Controi Recommendations

DSD advised that at the date of their follow up review in November 2013, 4 Critical
Control Recommendations were outstanding.

Internal Audit can confirm progress on these as follows:

¢ Recommendation 30 — Partially implemented — Due for completion upon
confirmation from DSD;

s Recommendation 56 — Partially implemented — Due for completion August
2014;

* Recommendation 70 — Partially implemented — Due for completion June 2014;
¢ Recommendation 25 — No longer deemed relevant.
Good Practice Recommendations

DSD advised that at the date of their follow up review in November 2013, 21 Good
Practice Recommendations were outstanding.
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Internal Audit can confirm progress on these as follows:
e |mplemented in full — 10;
+ Partially implemented - 10
e Notimplemented — 1.
Projected completion date — December 2014.
3.4. Work Plan Actions

DSD advised that at the date of their follow up review in November 2013, 3 Work
Plan Actions were outstanding.

Internal Audit can confirm progress on these as follows:

¢ WPA 7 - Partially implemented.

o WPA12 — Partially implemented.

o  WPA 11 — Partially implemented. Due for completion April 2012.

Completion date for WPA 7 and WPA12 is dependent upon the cutcome of on-
going negotiations.

4. MAIN FINDINGS
4.1. On the basis of the Validation Review set out in Annex A, Internal Audit is content to

confirm the accuracy of reported progress in implementing outstanding
recommendations/actions listed in paragraphs 3.2 — 3.4 above.
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NIHE INTERNAL AUDIT DEPARTMENT

ANNEX A: VALIDATION — WORK DONE

CRITICAL CONTROL RECOMMENDATIONS
Number Status at NIHE Response Internal Audit Validation
10 Feb 2014 QOpinion
No. 25 Not implemented. | No longer deemed | Confirmed.
relevant. Addressed by new repoiting
protocols, issued by NIHE
Chief Executive to Head of
Internal Audit, and
implemented since 15 Jan
2014.
No.30 Actions broadly in | Partially Confirmed.
line with implemented.
recommendations.
No.56 Partially Partially Confirmed.
implemented. implemented. Awaiting NIHE Workforce Plan,
due for Board Presentation in
March 2014.
No.70 Partially Partially Confirmed.
implemented. implemented. Due for completion June 2014.
GOOD PRACTICE RECOMMENDATIONS
Number Status at NIHE Response Internal Audit Validation
10 Feb 2014 Opinion
No.6 Partially Implemented. Not confirmed.
implemented. Document not due for
presentation to NIHE Board
until March 2014.
No.10 Partially Partially Confirmed.
implemented. implemented.
No.11 Partially Implemented. Confirmed.
implemented. As per NIHE Chairman
comments.
No.14 Partially Implemented. Confirmed.
implemented.
No.15 Partially Implemented. Confirmed.
implemented.
No.19 Partially Implemented. Confirmed.
implemented.
No.20 Partially Partially Confirmed.
implemented. implemented. Document due for presentation
at June Board.
No.22 Partially Implemented. Confirmed.
implemented.
3
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No.28 Partially Partially Confirmed.
implemented. implemented. Final validation will await
completion of Internal Audit
review of Economic Appraisal
activity in 2014/2015.
No.29 Not implemented. | Partially Confirmed.
implemented. Recommendation will be
actioned on completion of the
Internal Audit Governance
review in 2014/2015.
No.34 Not implemented. | Impiemented. Confirmed.
CAU have assumed the role of
Land and Property Inspection
Unit and a work programme
has commenced.
No.37 Partially Partially Confirmed.
implemented. implemented.
No.38 Partially Implemented. Confirmed.
implemented.
No.48 Not implemented. | Implemented. Confirmed.
Based on the performance
monitored by KPI, this
recommendation is now
complete.
No.54 Not implemented. | Not implemented. Confirmed.
No.57 Partially Partially Confirmed.
implemented implemented.
No.60 Partially Partially Confirmed.
implemented implemented.
No.61 Partially Partially Confirmed.
implemented implemented.
No.62 Partially Partially Confirmed.
implemented implemented.
No.65 Partially Partially Confirmed.
implemented implemented.
No.72 Partially complete. | Implemented. Confirmed.
Internal Audit review
completed in January 2014.
WORK PLAN ACTIONS
Number Status at NIHE Respense Internal Audit Validation
10 Feb 2014 Opinion
WPA7 Partially Partially Confirmed.
implemented. implemented.
WPA 12 Partially Partially Confirmed.
implemented. implemented.
WPA 11 Partially Partially Confirmed.
implemented. implemented.
4
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Appendix A: Detailed Responses by Recommendation

Introduction

Conclusion from November 2013 Follow-up Review

NIHE Response

implementation of Outstanding recommendations

Actions to Address Cultural Issues

Conclusion
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__INTRODUCTION .~~~

1.1

1.2

In November 2013 the Department for Social Development’'s Head of
Internal Audit had undertaken a review of the implementation of the
recommendations made in the ‘Review of Governance in the Northern
Ireland Housing Executive’ as reported in December 2010.

The Follow-up review sought to establish the progress made in
implementing the recommendations and actions outlined in the 2010

report and Work Plan referred to above:

1. To consider the actions taken in relation to the implementation of

recommendations made in the Review of Governance in the
Northern Ireland Housing Executive that reported in December
2010 and to determine the progress made in implementing those
recommendations;

. To consider the actions taken in relation to the implementation of

the actions outlined in the Work Plan relating to the special
accountability measures developed in response to the Minister's
letter dated 4™ July 2012 and to determine the progress made in

progressing the actions; and

3. To consider the extent to which lessons learned by the Northern

ireland Housing Executive in respect of the management of
Response Maintenance have been applied to the management
of planned maintenance contracts.
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.0 Conclusion from November 2013 Follow-up review .

2.1  The review of Governance in NIHE ~ Follow-up Report was completed
and issued to the NIHE on the 10" February 2014.

2.2  The Follow-up report set out the key findings against each of the three
objectives and made the following conclusions in relation to the 3
objectives:

1. Two thirds of the 75 recommendations had been implemented but

work remains on fully implementing the final third.

2. Three actions in the Work Plan not yet fully implemented are
important and need to be finalised. In particular the work on actions
7 and 12 are necessary for an understanding of the quantum of
overpayments on Planned Maintenance schemes.

3. NIHE can be said to have learnt proactively lessons from their
experience with Response Maintenance and applied these to
Planned Maintenance. However, some of the more cultural issues,
that could be seen in Response Maintenance, such as over reliance
on contractors, skills and knowledge of staff, culture and structures

are ones to which NIHE have taken time to understand.

- NIHEResponse .

3.1 In order to complete their follow-up review the review team required

NIHE to consider the report and take forward the following actions:

¢ Review the findings and conclusions in the Report;
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» Confirm revised timescales for the completion of all “partially
implemented” or “not implemented” recommendations in the 2010
Governance Review and for the three partially completed actions in
the 2012 Work Plan;

* Provide details of any recommendations that they no longer deem
relevant and provide the Board and the Department with a reasoned
case for no further action;

¢ Provide an update on what actions are being taken to address the

cultural issues: and

s NIHE’s Internal Audit Unit should validate the completion of all
outstanding recommendations / actions and this should be subject
to Quality Assurance by the Department’s Internal Audit Unit.

41

NIHE reviewed the findings and conclusions in the report and found

that of the 4 Critical control recommendations, 3 remain partially
implemented (30, 56 and 70) all to be implemented in full by August
2014.

With regard to critical control recommendation 25 NIHE is of the
opinion that this recommendation is no longer deemed relevant as a
result of the implementation of a recommendation from the Campbell
Tickell Report. This recommendation required a review of the paper
submission process and the clarification of connections between the
Committee Chair, The Head of Internal Audit, Director of Finance and

Chief Executive in relation to papers.
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4.2

4.3

To address these actions a revised process for submission of papers
was drawn up and submitted to the ARAC on 15" January 2014.

The new submission protocols for all Internal Audit and Corporate
Assurance Unit papers is they will no longer be submitted to the ARAC
via CXBC, but shall be signed off by the HIA and CAU respectively.
This process should ensure that all audit reports shall be brought to the
ARAC's attention.

With regard to the 21 outstanding Good Practice recommendations
NIHE reviewed the findings and conclusions in the report and found
that 10 of these have now been implemented in full, with 10 partially
imptemented and 1 not implemented. NIHE envisage that all partially
and non-implemented recommendations will be implemented in full by
December 2014.

Work Plan actions 7 and 12 remain to be partially implemented as a
result of on-going negotiations with the Contractors. Work Plan action
11 will be implemented in full by April 2014.

5.0 Actions to address the cultural jssues

5.1

In order to address the cuitural issues, that could be seen in Response
maintenance NIHE has adopted an organisation wide approach
through a transformation plan entitled ‘Our Journey to Excellence’.

The Housing Executive have initiated a major transformation
programme the vision for which is to ensure that we deliver top class
regeneration and housing solutions in all that we do (intermally and
externally), meeting the needs of our communities and partners now
and in the future, providing value for money, delivered by high
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performing, skilled and motivated staff across the organisation. The
Journey to Excellence programme will aim to ensure consistent
approaches to business, customer and people excellence — the “golden
threads” that should run through