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1. Context 

This document and associated appendices provides an update to the Public Accounts 

Committee in relation to items discussed at previous meetings of the Committee and to 

matters reported in the Financial Statements of Waterford Institute of Technology (WIT) for 

the year ending 31
st
 August 2013 (Appendix 1).  Particular reference is made within this 

briefing to the contents of three separate reports: 

1. Report Number 78 of the Comptroller & Auditor General  issued in February 2012 on 

Matters Arising out of Educational Audits (Appendix 2); 

2. The Grant Thornton Report published in June 2012 on behalf of the Governing Body 

of the Institute (Appendix 3); 

3. The Quigley Report issued in June 2013 to the Minister for Education and Skills 

(Appendix 4). 

2. Introduction 

By way of background, in February 2012 the Comptroller and Auditor General published the 

Special Report number 78 on “Matters Arising Out of Education Audits.”  Chapter 3 of this 

report is dedicated to Subsidiaries and Foundations and sections 3.11-3.20 refer specifically 

to Waterford Institute of Technology. In this section the C&AG concludes as follows: 

“The patterns of interaction between WIT and a range of companies that provide services 

(canteen, residences, recreation facilities, retail outlet and sports hall) on campus suggest 

that the related activities are part of the normal services typically provided on the campuses 

of third level institutions and that they should be included in consolidated accounts produced 

by the Institute.  
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In relation to this, the HEA stated that it shares the view that there are issues to be 

considered and it has engaged with the Institute setting out its concerns in relation to the 

operation of the company and requesting that WIT review the position and submit proposals 

for any necessary changes in the Institute’s corporate governance.” 

 

The relationship between WIT and Diverse Campus Services (and its associated subsidiaries) 

hereafter referred to as  DCS, had already been identified as an issue of concern by the 

Institute’s Governing Body and in May 2011 they had commissioned Grant Thornton to 

undertake a review into this matter. This independent review was to focus on the 

Development Committee (DC), the predecessor to DCS, its activities, financial controls and 

governance structure since its establishment and in June 2012 the aforementioned report by 

Grant Thornton was finalised. The report highlighted that “using recognised and widely 

applied governance standards as a benchmark, there are a number of issues from a structure 

and process perspective in relation to the current governance arrangements in place” 

(Appendix 3 page 16).  It further concluded that while the companies were “conceived and 

implemented with the welfare of WIT to the fore….circumstances have changed” in terms of 

both the financial circumstances and governance (Appendix 3 page 18) and therefore 

recommended   that the Institute should “revise the structure of the DC and Campus Services 

and make them subsidiary undertakings of WIT, under new management arrangement” 

(Appendix 3 page 20).  The report, however, also recognised the challenges associated with 

loan balances held by  DCS and the need for future borrowings particularly in relation to 

completion of the purchase of the student complex Manor Village. Financial pre-

commitments associated with this project were due to crystalize in 2013 and required €7.1m 

in borrowing. Immediate consolidation was not possible as reported subsequently by Dermot 

Quigley (Appendix 4 paragraph 3.5.23). There were initial concerns “about the borrowing 
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implications for WIT of proceeding with consolidation of some of the companies” and a better 

understanding of these implications was required before the implementation of the 

recommendation made by Grant Thornton. 

In order to obtain a full understanding of the issues, particularly given the borrowing 

situation, in November 2012 the Department of Education appointed Mr Quigley under 

Section 20 of the Institute of Technology Acts to carry out an inspection to review the 

relationship between WIT and those companies providing campus services to it. The Quigley 

Report was published in June 2013 and is included in Appendix 4.   

The Institute welcomed this report which concluded  that the relationship existing at the time 

with the DCS was “inappropriate” and one which “has had adverse effects on the 

governance at the Institute and on the management of its financial affairs.” (Appendix 4 

paragraph 2.1.4). Consistent with the views of Comptroller and Auditor General and Grant 

Thornton, the primary recommendation of the Quigley Report was to “Reactivate 

immediately the steps required for the acquisition and restructuring of the seven DCS 

companies as subsidiaries of WIT. The WIT position would then be in line with that in other 

third level institutions as regards such companies.” (Appendix 4 paragraph 2.2.1). 
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3. The Consolidation Process 

The Institute immediately set about implementing the recommendations outlined in Section 

2.2 of the Quigley Report and has substantially completed this task. The predominant focus at 

the outset was on the successful consolidation of the subsidiary companies in terms of 

strategy, operations and financial statements. An update on the consolidation process and 

implementation of the recommendations is included in Appendix 5. 

 

In accordance with these recommendations the governance and internal control environment 

within the DCS group of companies has been strengthened greatly. The DCS board has been 

reconfigured with the appointment of representatives from the Governing Body and Institute 

staff.  An independent chair has also been retained.  The board has implemented an internal 

audit structure including the appointment of internal auditors and an audit committee. The 

Code of Governance of the Institutes of Technology 2012 has been implemented by the 

companies in so far as practical, given their commercial vision and purpose. Their roles and 

objectives, centred on the provision of quality student services, have also been renewed and 

enhanced.  As well the implementation of improved governance structures and procedures, 

the oversight and reporting of the companies has been addressed to ensure that the strategy, 

operations and direction of the companies are aligned to the strategic requirements of the 

Institute and the students which it serves who are at the centre of our community. 

 

It must be recognised that this process of integration and consolidation has not been without 

challenges.  In particular was the need to address the vulnerabilities in the financial model 

under which the companies operated. Chapter 5 of the Quigley Report outlines this in great 

detail and while it notes that the most recent financial statements (at the time) “indicated that 

the companies were in a satisfactory financial position” and that “The post–audit report by 
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PWC stated that no material uncertainties related to events or conditions, including the 

companies’ ability to continue as going concerns” the outlook anticipated a “significant 

deterioration in the cash position…which would require careful management.” (Appendix 4 

paragraph 5.6).  The financial and operating challenges have been carefully considered and 

addressed within the context of the internal and external environment in which the Institute 

operates. 

4. Financing Carriganore & Manor Village  
An integral matter that was addressed within the financial model was the borrowing and 

intended borrowing of DCS at the time of consolidation.  Chapter 4.3 of the Quigley Report 

provides detail and background information on the 397 bed student accommodation complex 

“Manor Village”. Construction on this commenced in 2001 and was funded through an 

investor model which was based on Section 50 of the Finance Act 1999 with a maturity date 

in 2013. This crystallization of this investor scheme required funds of €14.9m; €7.9 was held 

in a sinking fund (a requirement of the scheme funded from income generated from the 

complex). It had been indicated, by DCS at the time, that there was therefore a potential 

increase in the borrowing commitment from €5m to over €12m in relation to this project.  

 

 In addition to this, without due regard to the changing financial conditions and adequate 

financial planning, DCS commenced construction on Phase 3 of the Carriganore Sports 

Complex in January 2012 with an additional funding requirement of €9.7m.  The Quigley 

Report highlighted, in point 5.28, that “Outstanding borrowings would have increased by 

some further €7 million if DCS had proceeded with plans to finance the second phase of the 

Carriganore Sports Complex” In line with good governance procedures the Institute did not 

allow such borrowings to proceed, being conscious of the pending consolidation, the position 
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articulated in the report of the Comptroller & Auditor General and the recommendations of 

the Grant Thornton report which were subsequently confirmed by Mr. Quigley.  

However, this situation created tremendous pressure on the limited financial resources of the 

Institute.  The investment and planning for Manor Village and the Carriganore Sports 

Complex were commenced during what has been termed the Tiger Economy. With the 

collapse of the Irish economy and the resulting decrease in core funding available for Third 

Level Education, the Institute was unable to carry the financial cost of completing the Manor 

Village repayments and the financial requirements to deliver on Phase 3 of the Carriganore 

Sports Complex.  In 2012/2013 the Institute transferred €6.1m to support Carriganore Phase 

3. However, having exhausted all available funds including drawing down bank franchise 

monies to 2019, the project still had a shortfall of €2.5m. Due to the financial position of the 

Institute and the companies in question this phase of the Sports Complex was paused once the 

asset had been made secure and weather tight, necessary measures in order to protect the 

asset and investment made to that stage.   

 

 The Quigley Report recommended “that consideration be given by the authorities, in the 

particular circumstances of this case, to allowing the proposed WIT subsidiaries to borrow a 

total further amount of the order of €10 million in long-term borrowings, if necessary 

supported by a WIT guarantee, to finance the purchase of Manor Village and the completion 

of the Carriganore Sports Complex.” (Appendix 4 paragraph 2.2.23).  In February 2014, the 

consolidated DCS, under the guidance of the Institute, completed the financial arrangement to 

purchase the student accommodation ensuring compliance with relevant statutory, non-

statutory and taxation requirements. It was necessary that completion of the Carriganore 

Sports complex was paused while the Institute and DCS considered financial, operational and 
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strategic matters.  In relation to the development of the Sports Complex it was noted in 

Quigley “that other third level institutions have undertaken major acquisition or development of 

sports facilities in recent years” (Appendix 4 4.4.29). In the last number of months the Institute 

has reconsidered its plan for the complex in line with the mission and strategy of the Institute 

and its core functions with regard to the provision of education. A more robust business and 

operating plan is being developed to ensure the financial sustainability of the complex which 

will be developed in such a way as to meet student needs and enhance their academic 

experience.  

 

In order to provide clarity on the costs associated with the Carriganore Sports Complex and 

the necessary measures taken in the decision to pause the project the following can be 

confirmed. The original contract cost of the project was €9.7m (Appendix 7) plus associated 

fees of €720k totalling €10.42m; the project was paused at a value of €6.5m plus associated 

fees of €593k; Unfortunately, as DCS had committed to contract, despite the economic 

climate and reducing funds, additional costs and preliminaries associated with securing the 

building and closing the contact had to be incurred by the companies amounting to €793k 

(Appendix 8). The current additional costs of completing the original contract including fees 

is €5.2m (Appendix 9), thus bringing the final construction and fees costs of the completed 

building to €12.3m. exclusive of the additional costs and preliminaries referred to above – 

this is a €1.9m increase on the original contract and fees costs of €10.4m. 

 

The Institute entered into discussions with the Department of Education and Skills about the 

acquisition of the necessary funding by the Institute in order to complete the current phase of 

the Carriganore Sport Complex on a sustainable financial agreement for the recoupment of 

such funds in relation to this and the financing made available for Manor Village. Following 
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a thorough review of the matter and intense discussions between the Institute and the 

Department of Education and Skills, the Minister for Education agreed to make funding 

available, which is fully repayable by the Institute on a sustainable basis, in order to complete 

Phase 3 of Carriganore in addition to the amounts already allocated.  The Institute welcomed 

this announcement by the Minister and is grateful to her and Department officials for their 

on-going commitment in bringing this matter to such a positive conclusion. Construction is 

set to recommence on the Sports Complex in the coming weeks and it is expected that the 

complex will be fully operational by June 2016. 

 

5. Consolidation Summary 

In summary, with reference to the consolidation of the companies and associated matters, the 

Institute responded fully to the concerns raised by the Comptroller and Auditor General in 

Special Report 78 and has implemented the majority of the recommendations of the Quigley 

Report. The strategic development of DCS is completed and aligned with the strategic 

priorities of the Institute. Its financial and governance structures are also aligned with best 

practice.  The role of the Governing Body from a governance, oversight and reporting 

perspective in relation to the subsidiaries is clearly defined.   

 

6. Other Specific Matters - Financial Statements ending 31/08/2013 

The following sections will outline the significant progress made by the Institute in relation to 

matters arising out of the Annual Financial Statements for year ending 31
st
 August 2013 and 

in particular those matters discussed in the associated Statement of Internals Controls 

attached in Appendix 1. 
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6.1 Expenses in the Office of the Former President 

Firstly in addressing the matter of expenses in the office of the former President, the matter of 

a Freedom of Information request in 2011 as reviewed in the Deloitte Reports previously 

discussed by the Committee, disclosure in relation to this matter must be limited in order to 

ensure that no legal prejudice occurs by any statements made. It can be confirmed that the 

Institute is dealing with this matter in accordance with the legal strategy of our advisors.  It is 

important to note that the Institute did recognise in previous reports on this matter that there 

were a number of categories of expenditure incurred by this office, some of which were for 

legitimate Institute purposes. However in relation to such it was highlighted in reports 

commissioned from Deloitte and in previous discussions at the Public Accounts Committee 

that there were a number of procurement and judgement issues. An examination of the 

expenses did also highlight expenses that were not necessarily for Institute business purposes 

and others for which it was deemed there may have been personal benefit, and it is only on 

these latter categories that the action which was initiated by the Institute is grounded. 

6.2 Governance & Internal Audit Structures 

In relation to Internal Audit and associated structures the emphasis the Institute places on the 

importance of this must be reiterated, which was recognised in the Quigley Report: “WIT has 

achieved a high degree of compliance with the individual items of the Code of Governance of 

the Irish Institutes of Technology” (Appendix 4 2.2.29). The Institute immediately addressed 

the recommendations made in Quigley and in particular responding to recommendations 

2.2.33 and 2.2.34 (Appendix 4) the Audit Committee was reconstituted and greatly 

strengthened. This Committee now currently includes 3 external experts who, along with the 

Governing Body representatives, robustly challenge Institute Management, Executive and the 

Internal Auditors. The Audit Committee met 6 times in each of the academic years 2012/13 

and 2013/14 and 7 times in 2014/15, and has in each of the past 2 academic years carried out 
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an in-depth review of internal controls and reported regularly to Governing Body. 

Additionally, in line with good governance, the Committee has met with the internal auditors 

and the C&AG on a number of occasions without the Institute management. 

 

The Governing Body carried out a review of its own effectiveness in September 2013 and is 

due to complete this exercise again in 2016 as is the Audit Committee. All committees 

concerned with governance matters in the Institute and DCS have recently received 

comprehensive training in this matter by the Internal Auditors. 

 

The Audit Committee, has in place a three year Audit Plan which it is in the process of 

implementing and includes over the three year period an external review of all sections 

relating to finance as outlined in Section 4 of the  IOT Internal Controls Framework 

(Appendix 10). 

Governance and reporting matters in relation to the subsidiary companies have also been 

reviewed. The Board of the companies immediately appointed the sectoral internal auditors 

once the companies were consolidated and put in place a plan to review such matters.  A 

number of internal audit assignments have been carried out to review and ensure compliance, 

where possible, with the Code. It has been highlighted that the Code does not adapt itself to 

some of the commercial requirements of commercial subsidiary companies such as DCS, e.g. 

Public Pay Policy and therefore a review of the relevance of the Code to such companies has 

been completed by Deloitte on behalf of the sector. However, in the interim DCS has 

implemented the Code in so far as possible. Additionally, the companies have put in place an 

Audit & Risk Sub-Committee which includes external expert representation. 

  



12 | P a g e  
 

6.3 Procurement & Taxation 

The Statement of Internal Controls highlights matters in relation to procurement; it is 

important to note this was restricted to four areas. These matters in the main were not unique 

to WIT and included for example the requirement for a tender for legal services which due to 

the complexity of the requirement was delayed until a national tender for such services was 

available through the Office of Government Procurement. One of the other procurement 

matters related to Cleaning Providers was also resolved by the use of a competition managed 

by the Office of Government Procurement while the final two services associated with 

Agents for International Student Recruitment and Patent/IP Services respectively  have been 

tendered for directly by the Institute or as part of a consortium.  

 

The Institute operates in a very complex taxation environment again experiencing issues 

peculiar to the environment but not unique to WIT.  However, a full review of all taxation 

treatments, particularly those issues associated with mainly non-resident, external reviewers, 

lecturers and examiners have been aligned with those afforded to the University sector.  

Additionally, the review addressed matters associated with Schedule IV taxation treatments 

which had been amended and Professional Services Withholding Taxation in relation to 

Agents for International Students.  

 

 Controls and processes in both procurement and taxation have been strengthened in order to 

avoid any such re-occurrence. 

6.4 Employment Control Framework 

While the financial statements for year ending 31
st
 August 2013 report that the staff count 

had exceeded the target for two consecutive years (by 4 in 2012 and 6 in 2013 of relevant 

staff numbers exceeding 720), it is important to note now that employee numbers had been 



13 | P a g e  
 

brought below the Employment Control Framework target by the end of the financial year 

2015. 

6.5 Status of Financial Statements & Financial Position 

In relation to the status of the financial statements of the Institute, the C&AG has completed 

the fieldwork on the 2013/14 financial statements and has requested the Institute to carry out 

a substantial policy change which requires a full review income recognition in relation to 

research overheads. It is understood that the C&AG has requested this change throughout the 

Third Level sector. The review within WIT is nearing completion and at that stage the 

consolidated statements will be finalised. The audit for 2014/15 has been scheduled for 

February 2016 and the Audit Committee has completed its review of internal controls for the 

year and reported accordingly to the Governing Body. The Statements will be laid before the 

Houses of the Oireachtas once finalised. 

 

The overall financial conditions remain difficult as funding levels have not yet been restored 

in the Third Level sector following the financial collapse. This situation continues to pose 

difficulties for the Institute following many years of austerity measures. The WIT Executive 

is in discussions with the Higher Education Authority and is at the advanced stage of 

developing a three year plan aimed at returning financial stability to the organisation. A 

fundamental element of this plan is based on the sustainable financial agreement reached with 

Minister for Education, as referred to above, for the recoupment of the funds advanced in 

relation to Manor Village and the Carriganore Sports Complex. A crucial aim of the financial 

plan is to restore the Institute to its previous strength ensuring that the continued demands of 

current and future students can be met in a meaningful manner in line with national strategy 

and international best practice.  

 



14 | P a g e  
 

7. Technological University 
 

The development of the next phase of the Institute Strategy is at an advanced stage and the 

Institute has embraced the preliminary engagement phase as recommended and deemed a 

necessary first step in the recent report entitled “Engagement and Consultation Process on a 

Technological University for the South-East” by Mr. Michael Kelly to the Minister for 

Education and Skills (Appendix 11). This phase is intended to “create a framework within 

which mutual trust and respect can be re-built, as a stepping stone to substantive 

engagement” in relation to the development of a Technological University for the South East.  

It is expected that this phase will be completed in early 2016.  The Institute remains fully 

committed to that ensuring university level provision is delivered to the South East in order to 

address the concerns of all the stakeholders who have clearly articulated this as a current 

deficit in the region. 

8. Conclusion 

The South East has seen substantial economic growth in the region over the last year with 

Wexford and Waterford recording a 7% growth. Unemployment has fallen to 11% and 

investment in high technology industries and new high potential start-ups is at a new high. 

WIT has played a major role in supporting the IDA in attracting new industries such as West 

Pharma and supporting the growth strategy of established industries.  The Institute’s Arclabs 

innovation model has supported the establishment of High Performance start-ups in 

Waterford and Kilkenny and will be extended to Wexford in the coming year. This strategy 

has brought more than €140m of research funding into the South East and created more than 

600 jobs for the region. There are major plans, which WIT is central to, that position the 

South East as a global hub for Precision Agriculture.    We are committed to ensuring that the 

Institute will continue to be a lead player in the economic development of the region through 
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our undergraduate and postgraduate teaching programmes and our research and innovation 

activities.   

The focus of the Institute, at this critical juncture, is ensuring that it is fully connected to and 

supportive of the needs of the region and is in a position to provide innovative responses to 

stakeholder demands thereby driving economic growth for the benefit of the Institute, the 

South East and beyond. 
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