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2018 Financial Outturn 

At the start of 2018, via the national service plan, the HSE received revenue funding of €14.6 billion 

for the provision of health and social care services. This represented an increase of circa €0.4 billion 

or 2.8% over the 2017 final allocation. By the end of 2018 the total revenue budget was €15.2 billion. 

This final budget includes the receipt of €625m of additional recurring revenue funding provided by 

way of a supplementary estimate for 2018.   

Overall Financial Performance 2018 

The HSE had expenditure of €15.260 billion against a total budget of €15.221 billion leading to a 

deficit of €178.8m or 1.2%, after deducting the €139.9m 2017 1st charge from the budget. The HSE 

Annual Report incorporates the HSE Annual Financial Statements (AFS) and provides a final audited 

financial position for 2018m, for the HSE’s directly provided services. The deficit of €178.8m in Table 

1 can be related to the final AFS 2018 as follows; €178.8m – €29.4m s.38 voluntary provision deficits 

- €68m provision movement + €3.7m special I&E movement = €85.1m HSE AFS deficit.   

Table 1: Overall Performance by Care Area 

 

 
 
Note re 1st Charge: In line with the Health Act 2014 (as amended), provision must be made in the 

subsequent financial year for the statutory part of any in year deficit. The €139.9m in Table 1 above 

is the 2017 incoming statutory 1st charge, related to HSE directly provided services, which was dealt 

with in 2018.  Similarly the statutory 1st charge incoming from 2018 will fall to be addressed in 2019 

and the National Service Plan 2019 made an estimated provision in this regard. 

Division  Annual 

Budget 

 YTD Spend  YTD Budget  YTD 

Variance 

 YTD 

Variance 

 €m  €m  €m  €m  % 

Operational Service Areas

Acute Operations 5,141.1      5,235.1            5,141.1           94.1              1.8%

Primary Care Division 1,090.1      1,090.2            1,090.1           0.1                0.0%

Mental Health Division 910.3         912.8               910.3              2.5                0.3%

Older Persons Services Division 866.4         861.5               866.4              (4.9)                -0.6%

Nursing Home Support Scheme 943.3         942.5               943.3              (0.8)                -0.1%

Disability Services Division 1,870.1      1,864.6            1,870.1           (5.5)                -0.3%

Regional 14.5           16.3                 14.5                1.8                12.2%

Community Services Total 5,694.6      5,687.9            5,694.6           (6.8)                -0.1%

Other Operations/Services 615.9         607.7               615.9              (8.2)                -1.3%

Total Operational Service Areas 11,451.6    11,530.7          11,451.6         79.1              0.7%

Pensions & Demand Led Services

Total Pensions 403.0         414.5               403.0              11.5              2.8%

State Claims Agency 320.0         318.7               320.0              (1.3)                -0.4%

Primary Care Reimbursement Service 2,619.0      2,695.8            2,619.0           76.7              2.9%

Local Demand Led Schemes 257.0         257.6               257.0              0.6                0.2%

Treatment Abroad and Cross Border Healthcare 19.2           27.0                 19.2                7.8                40.9%

EU Schemes: EHIC 11.9           16.3                 11.9                4.4                36.7%

Total Pensions & Demand Led Services 3,630.2      3,729.9            3,630.2           99.7              2.7%

First Charge 139.9         -                  -               

Total 15,221.6 15,260.6 15,081.8 178.9 1.2%

 YTD Actual Spend vrs YTD Budget 
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Within the Pensions / Demand Led areas there is a total overrun of €99.7m or 2.7%. Within this, 

pensions has a year-end deficit of €11.4m, the Primary Care Reimbursement Service has a deficit of 

€76.7m while the State Claims Agency and Treatment Abroad/Cross Border Directive/EU Schemes 

have year-end variances of (€1.3m) and €12.2m respectively. 

Within Operational Services there is a net deficit of €79.1m or 0.7%. This includes a net deficit of 

€94.1m in Acute Operations or 1.8% and an operational surplus in Community Services of (€6.7m) or 

0.12%.  

In line with legislation an incoming 1st charge from 2017 of €139.9m has been provided for in the 

2018 results.  

Acute Hospitals Services 

Acute service include emergency care, urgent care, short term stabilisation, scheduled care, trauma, 

acute surgery, ambulance services as well as critical care and pre-hospital care for adults and 

children. Hospitals continually work to improve access to both scheduled and unscheduled care and 

to maximise the provision of safe, quality services within the allocated budget. The seven Hospital 

Groups provide the structure to deliver an integrated hospital network of acute care in each 

geographic area.  

The final outturn for Acute Hospital Services in 2018 was €6,299m after a challenging year impacted 

by reduced income from hospital private maintenance changes, increased impact of bad debt 

provisioning as well as additional expenditure arising from required operational services and 

increases in clinical non pay. 

Despite the impact of Storm Emma, activity delivery in most areas was higher than the targets set 

out in NSP 2018, in terms of both activity volume and overall complexity. The higher than expected 

operational costs experienced is a direct consequence of this enhanced level of service delivery.  

The figures referenced above are after taking account of the €625m supplementary estimate 

received. 

Application of 2018 supplementary funding 

Table 2 on page 4 sets out the detailed application of the supplementary funding. 

€98m or 16% of the supplementary went towards dealing with in year cost pressures in acute 

hospital and community services excluding income and exceptional items such as Storm Emma.   

There are a variety of service demand, quality and other drivers which would need to be taken into 

consideration in any assessment of the performance of Community Health Organisations (CHOs) or 

Hospital Groups (HGs) underlying these figures. The 24/7 nature of the service, its risk profiles, 

outdated models of care and infrastructure constraints including ICT would also need to be factored 

in. 

The table outlines where the balance i.e. 84% of the supplementary was applied 
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Table 2: Application of Supplementary Funding  
 

 
 

Older Persons Services 

Managing the year on year growth in demand for community-based social services has been one of 

the key challenges for Older Persons services in 2018. The largest increase in Ireland’s population is 

in the age range of 65 and over, presenting a particular challenge for serving a growing, ageing and 

increasingly diverse population with more complex service needs.  

Older Persons Services provide a wide range of services including home supports, short stay and long 

stay residential care (Nursing Homes Support Scheme). In addition both transitional care and day 

care services are provided where specific pressures exist.  
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Disability Services  

The costs of providing residential care to people with an intellectual disability, including the 

provision of emergency placements, where individual placements can cost up to €0.5m, continued 

to be a significant financial pressure for this service area in 2018. The cost is primarily driven by the 

clients need and the complexity of each individual case presenting. Work is underway to bring 

greater transparency and comparability to the underlying unit costs associated with staffing and 

other inputs, particularly within higher cost residential provision. This is necessary to ensure the 

maximum number of service users in need of residential care can be appropriately supported within 

the limits of the funding available. Another very significant and related financial pressure in 2018 

was the cost associated with the implementation of quality improvements and action plans arising 

from the Health Information and Quality Authority (HIQA) inspection and compliance requirements. 

HIQA has advised the HSE that all 1,149 disability centres are now registered as at 31st October 2018 

under the national standards for residential services for children and adults with disabilities. This has 

been a substantial achievement for the sector. 

Mental Health Services 

Mental Health also have a number of financial challenges, namely a high level of agency & overtime 

due to reduced ability to recruit staff into available posts, and an increasing level of high cost 

residential placements with external private providers. The level of  expenditure on external high 

cost residential placements is growing year on year due to the increasing complexity of patients, 

along with the inability of our own services to cater for high need clients due to capacity and staffing 

constraints. 

Demand Led Areas: PCRS / DLS / State Claims & Pensions 

Expenditure in demand led areas such as Pensions, State Claims Agency (SCA), Overseas Treatment 

and the Primary Care Reimbursement Service is driven primarily by legislation, policy, demographic 

and economic factors. Accordingly it is not amendable to normal management controls in terms of 

seeking to limit costs to a specific budget limit. In some cases it can also be difficult to predict with 

accuracy in any given year and can vary from plan depending on a number of factors outside of the 

Health Services direct control. The December results for Demand Led Areas show net expenditure of 

€3.72b against the available budget reported at €3.63b. This gives rise to year-end deficit of €99.7m 

or 2.7%. 

HSE Pensions 

Pensions provided within the HSE and HSE funded agencies (section 38) are based on statutory 

schemes the rules for which are decided centrally for the public service in general. There is a strict 

requirement on the health service, as is the case across the public sector, to ring fence public 

pension related funding and costs and keep them separate from mainstream service costs. Pension 

costs and income are monitored carefully and reported on regularly. In the event that actual 

expenditure emerges in any given year at a level higher than the notified budget level, the DoH and 

HSE seek to engage to seek solutions which do not adversely impact services. 
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State Claims Agency (SCA) 

The State Claims Agency (SCA) is a separate legal entity which manages claims on behalf of 

government departments and public bodies, including the HSE. The HSE reimburses the SCA for costs 

arising from claims under the clinical and general indemnity schemes and had an allocated 2018 

budget for this reimbursement of €320m. Precise cost prediction in this area has proven to be 

extremely challenging and variances are met each year by way of supplementary funding at year 

end. 

Primary Care Reimbursement Service (PCRS) 

The PCRS continues to face significant financial challenges and increased demand for its services. In 

summary, the various schemes, including the medical card scheme, are operated by the HSE PCRS on 

the basis of legislation as well as policy and direction provided by the DoH.  

Treatment Abroad / EU Schemes and Cross Border Healthcare 

The Treatment Abroad Scheme provides for the referral of patient’s to another EU/EEA country or 

Switzerland for a treatment that is not available in Ireland. The Cross Border Directive entitles 

persons ordinarily resident in Ireland who have an appropriate referral for public healthcare to opt 

to avail of that healthcare in another EU/EEA country or Switzerland. As with other demand-led 

services it is difficult to predict with accuracy the expenditure and activity patterns of these 

schemes. 

Financial Management 2019  

The HSE’s 1st priority for implementing its 2019 National Service Plan (NSP) is to maximise the safety 

of the services it can deliver within the available budget. Thereafter the priority, consistent with the 

Slaintecare programme, is to deliver on the activity, access, improvement and other targets set out 

in the NSP albeit this must be done within the affordable staffing level and without exceeding the 

overall budget.  

Delivering on these priorities will require a significantly enhanced focus on financial management, 

and better controls on the management of agency, overtime and overall staffing levels and pay costs 

within affordable limits. Senior Managers will be supported and held to account in this regard. 

This includes delivery on the range of savings measures set out in the approved NSP under the 

headings of cost reduction, limit cost growth and technical. These measures, along with any 

additional measures that may be needed as further cost pressures emerge, are being followed up on 

an on-going basis through the HSE’s performance management process.   

This focus on delivering financial breakeven reflects the legal HSE’s obligation. It will also benefit 

service users, patients and their families as it is consistent with the need to build trust and 

confidence in the organisation. This is necessary so that additional investment in our public health 

and social care services, over and above the “cost of standing still”, can be secured over the next 5 to 

10 years. This will enable the vision set out in the Slaintecare report to be realised.   

This internal performance focus is supplemented by monthly external performance engagements 

with the Department of Health (DOH) and also with DOH and DPER via the Health Budget Oversight 

Group. 
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2019 Q1 Summary Financial Position  

The HSE’s final financial position for 2019, prepared on an income and expenditure basis (I&E), 

shows net expenditure of €3.9 billion against the available budget reported at €3.8 billion. This gives 

rise to an I/E deficit of €82.7m which represents 2.2% of the total available budget. Of this €44.8m, 

or the equivalent of 1.5% of the total available budget, is in respect of greater than expected 

expenditure on operational service areas, which includes a net deficit of €28.4m in Acute Operations 

and a deficit of €17.6m in Community Services.  

In cases where deficits appear in operational service areas, the relevant national director, CHO Chief 

Officer or Hospital Group CEO has been directed to identify and put in place additional measures to 

enable delivery of an overall financial breakeven by year end.  This has been supported by a series of 

additional interim controls around agency, overtime and staffing albeit all 2018 and 2019 

developments approved and funded by the Department of Health are proceeding. 

There is also a deficit of €38m in pensions and demand led areas. Options to limit deficits in these 

areas are being explored albeit they are primarily driven by legislation, policy and demographic 

factors and are therefore not generally amenable to normal management control efforts. 

The financial context for 2019 is summarised on pages 80 to 83 of the National Service Plan (NSP) 

2019 as approved by the Minister on the 20th December 2018.  

The information presented below consolidates financial data from the HSE’s directly run services and 

also data from a large number of significant voluntary organisations funded under s.38 of the health 

act, which are separate legal entities in their own right.  

 

 
 

If the effect of the 2018 1st Charge was reflected in the March results above it would increase the 

overall variance, by €20.5m, to €103.2m, the change being predominantly within the Pensions and 

Demand Led Areas. The 2018 Annual Financial Statement and Audit process came to an end on the 

13th May with the receipt of the audit cert from the C&AG. This will be reflected in the monthly 

accounts from May onwards.   

Net Expenditure by Division (Detailed)
March 2019

Description Full Year 
Budget

YTD Spend YTD Budget YTD 
Variance

YTD 
Variance

Pay Non Pay Income

€000s €000s €000s €000s % €000s €000s €000s

Acute Operations 5,464,038 1,353,714 1,325,284 28,430 2.15% 11,962 22,451 (5,982)
Primary Care Division 1,137,855 268,290 271,093 (2,803) -1.03% (1,262) 2,035 (3,576)
Mental Health Division 959,931 229,899 230,872 (973) -0.42% (4,695) 3,577 145
Older Persons Services Division 1,850,210 461,013 455,405 5,608 1.23% 952 5,854 (1,198)
Disability Services 1,892,554 481,316 467,520 13,796 2.95% 2,402 11,978 (584)
CHO HQs & Community Services 13,878 5,530 3,509 2,021 57.60% 1,846 174 1

Community Total (CHO & Regional/National) 5,854,427 1,446,048 1,428,399 17,649 1.24% (756) 23,618 (5,212)

Other Operations/Services 758,693 149,024 150,352 (1,328) -0.88% (3,465) 2,996 (860)

Total Operational Service Areas 12,077,158 2,948,786 2,904,035 44,751 1.54% 7,741 49,065 (12,055)

Pensions 487,907 123,098 120,311 2,786 2.32% 5,222 35 (2,471)
State Claims Agency 340,000 88,422 83,836 4,586 5.47% 4,586 138
Primary Care Reimbursement Service 2,666,911 694,290 673,156 21,134 3.14% (1,205) 22,201 (64)
Demand Led Local Schemes 262,426 64,211 64,937 (726) -1.12% 69 (731) (20)
Treatment Abroad and Cross Border Healthcare 22,941 16,480 5,912 10,568 178.75% (14) 10,602 (967)
EU Schemes: EHIC - E125 and E127 14,160 3,164 3,533 (369) -10.45% (8) 606 0

Total Pensions & Demand Led Areas 3,794,345 989,665 951,685 37,980 3.99% 4,064 37,300 (3,384)
Winter Plan 10,000 0 0 0

Overall Total 15,881,503 3,938,451 3,855,720 82,731 2.15% 11,805 86,364 (15,439)

YTD Actual Spend v YTD Budget YTD Variance
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List of HSE lnternal Audit Reports issued in 2018 

No.  Audit Report Date Issued 

1 S39 - Kildare West Wicklow Community Addiction Service Ltd 09 January 2018 

2 Follow Up – Management Accounting – ULHG (No.8/2016) 10 January 2018 

3 S39 – Tus Nua, Clondalkin 12 January 2018 

4 2017 Year End Stocktake  - Pharmacy, St Lukes General Hospital Kilkenny  17 January 2018 

5 HSE SE Offices – Health & Wellbeing Division 17 January 2018 

6 MRH Portlaoise – Patient Data Capture & Billing 19 January 2018 

7 Patient Comfort Fund – Sheil Hospital, Ballyshannon 19 January 2018 

8 Retention of Financial Records  - South Tipperary General Hospital   19 January 2018 

9 Retention of Financial Records – SE Payments Services 19 January 2018 

10 Retention of Financial Records – Waterford Community Services 19 January 2018 

11 Retention of Financial Records - Wexford General Hospital  19 January 2018 

12 Administration of Petty Cash  - Cork Eye, Ear & Throat Hospital  23 January 2018 

13 2017 Stocktake Observation  – HBS Stores Dept ,Galway University Hospital (GAL11/2017) 31 January 2018 

14 2017 Year End Stocktake Observation (No.11/2017) 08 February 2018 

15 Management Accounting & Budgetary Control – CHO3 (No.5/2017) 08 February 2018 

16 Follow Up – Community Hospital of the Assumption, Thurles (No.14/2016) 13 February 2018 

17 2017 Stock Count – Cavan General Hospital 14 February 2018 

18 2017 Stock Count – CSP Unit 6 Drogheda Stores, OLOLH 14 February 2018 

19 2017 Stock Count – OLH, Navan 14 February 2018 

20 2017 Stock Count – St Brigid’s Hospital, Ardee 14 February 2018 

21 2017 Stocktake – Ofalia House, Community Nursing Unit Edenderry 19 February 2018 

22 S39 - Shannondoc (No.9/2017) 19 February 2018 

23 2017 End of Year Stocktaking, HSE South 26 February 2018 

24 Payroll incl non basic pay  - Limerick University Maternity Hospital (No.6/2017) 27 February 2018 

25 ICT Procurement – HSE Mid-West 28 February 2018 

26 Payroll – Primary Care Services, Co Clare (No.8/2017) 28 February 2018 

27 2017 Stocktake – National Distribution Centre, Tullamore 05 March 2018 

28 S39 - Review of Accounting Records – Carmichael House  Centre for Independent Living 05 March 2018 

29 S39 - Review of Accounting Records – Blanchardstown Centre for Independent Living 13 March 2018 

30 Follow Up – Primary Care Teams CHO 3 (No.10/2016) 22 March 2018 

31 S 39 - Westmeath Centre for Independent Living 22 March 2018 
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No.  Audit Report Date Issued 

32 Cash Audit – OLOH Drogheda 26 March 2018 

33 Payroll Systems & Controls – National Ambulance Service (North Leinster) 26 March 2018 

34 Section 39 Agreement Governance Arrangements – CHO9 26 March 2018 

35 National Backup and Recovery – Policy & Procedures 27 March 2018 

36 Sligo University Hospital – Pharmacy Dept 29 March 2018 

37 Duplicate Invoice Payments 31 March 2018 

38 S39 – Clondalkin Addiction Support Programme 09 April 2018 

39 S39 - Genio Trust 09 April 2018 

40 Cycle to Work Scheme 16 April 2018 

41 S39 - Review of Accounting Records Maintained at Dignity4Patients 19 April 2018 

42 Home Help Service – CHO6 26 April 2018 

43 S39 – Ballincollig Senior Citizens Club  26 April 2018 

44 2017 Stocktake – Ambulance base, Donegal town 27 April 2018 

45 2017 Stocktake – Ambulance base, Letterkenny 27 April 2018 

46 2017 Stocktake – Ambulance base, Sligo 27 April 2018 

47 Analysis of HPSA Payroll Data – Sligo University Hospital 27 April 2018 

48 Change Management Process – transfer of Stock from Kerry University Hospital to NDC Tullamore 27 April 2018 

49 Letterkenny University Hospital – 2017 Stocktake Pharmacy Dept 27 April 2018 

50 2017 Year End Pharmacy Stock Count – Our Lady of Lourdes Hospital, Drogheda 02 May 2018 

51 2017 Year End Pharmacy Stock Count – Our Lady’s Hospital, Navan  02 May 2018 

52 Follow Up – Records Management ULHG (No.1/2017) 11 May 2018 

53 Follow Up – Capital Projects, HSE Mid-West (No.13/2016) 14 May 2018 

54 HBS Payroll – Merlin Park University Hospital, Galway (GAL05/2016) 17 May 2018 

55 HBS Payroll – Portiuncula University Hospital, Galway (GAL07/2017) 17 May 2018 

56 ICT Procurement – Galway University Hospital 17 May 2018 

57 S39 – Galway Hospice Foundation Ltd (GAL08/2017) 17 May 2018 

58 
Patient Private Property – Management of Client Funds in Community Residences – Lisdarragh 
House, Cavan/Monaghan Disability Services  

18 May 2018 

59 
Patient Private Property – Management of Client Funds in Community Residences – Ros Na Ri & 
Donagh House, Cavan/Monaghan Disability Services  

18 May 2018 

60 Management of Time & Attendance Data, HR HSE SE 21 May 2018 

61 Interim Report Client’s Money 29 May 2018 
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No.  Audit Report Date Issued 

62 Vulnerability Assessment – National Integrated Medical Imaging System (NIMIS) 05 June 2018 

63 Management Accounting & Budgetary Control – Saolta (GAL03/2018) 11 June 2018 

64 S39 – Arthritis Ireland 11 June 2018 

65 S39 – Offaly Integrated Local Development Company 14 June 2018 

66 S39 Governance Arrangements – Pieta House 14 June 2018 

67 National Ambulance Service HQ 15 June 2018 

68 
HSE Staff Training & Development – Systems & Controls - Louth Meath & Cavan Monaghan Health 
Services 

19 June 2018 

69 S39 – Housing Association for Integrated Living  (HAIL) 25 June 2018 

70 S39 – Irish Kidney Association 25 June 2018 

71 Procurement Primary Care, CHO3 26 June 2018 

72 Purchase to Pay (NFR1) - Occupational Therapy Stores, Mountmellick 27 June 2018 

73 Follow Up – S39 Wicklow Community Services 28 June 2018 

74 Lease and Rental Arrangements for Motor  Vehicles & Equipment 29 June 2018 

HSE Internal Audit routinely releases HSE Internal Audit Reports biannually under FoI.  The reports issued in the second 
half of 2018 (July – December see 75 – 150 below) are currently being examined for release under FoI. It is expected that 
the FoI examination exercise will be completed by July 2019.  

75 S39 - Cork Association for Autism 06 July 2018 

76 
Review of process for planned disposal of lands at Merlin Park University Hospital to Galway 
Hospice Foundation 

09 July 2018 

77 Home Care Package Scheme, HSE South 16 July 2018 

78 Vulnerability Assessment – National Screening Service (NSS) 18 July 2018 

79 2017 Year End Non Pay Expenditure Accruals – HSE DNE (NE  Area) 20 July 2018 

80 S39 – Western Region Drugs and Alcohol Task Force 25 July 2018 

81 Agency Administration Staff - St. Luke’s General Hospital, Kilkenny 26 July 2018 

82 Follow Up – Nursing Overtime – Mental Health Services Kilkenny, SECH 27 July 2018 

83 Nursing Allowances - Cork University Hospital  27 July 2018 

84 Third Party Contract Management – FingerPrint Medical 30 July 2018 

85 Follow Up – Catholic Institute for Deaf People 03 August 2018 

86 Follow up – Purchase to Pay – Systems & Controls – Meath Primary Care Services 06 August 2018 

87 S39 – St. Kevin’s Home Help Services Ltd 07 August 2018 

88 Follow Up – Controls over Set-up & Maintenance of Vendor Masterfile Details 08 August 2018 

89 S39 Grants – Service Arrangement/Grant Aid Agreement – Louth/Meath Social Inclusion Services 10 August 2018 

90 2017 Year End Accruals  - Treatment Abroad Scheme (NE Area) 24 August 2018 

91 Nursing Allowances - Cork University Maternity Hospital  28 August 2018 



Page 5 of 6 
 

No.  Audit Report Date Issued 

92 Follow Up – S39 Cheshire Ireland 29 August 2018 

93 GP Training Unit, Tullamore 29 August 2018 

94 Payroll & Agency Staff Payments – Intellectual Disabilities Residential Services Mullingar (IDRS) 30 August 2018 

95 Environmental Health Service, Limerick (No.02/2018) 05 September 2018 

96 Follow Up – Patient Transport Services, ULHG (No.02/2017) 06 September 2018 

97 Governance Review – Quality Innovation Corridor Programme (QIC) 13 September 2018 

98 Retail & Service Arrangements with External Providers – Sligo University Hospital 14 September 2018 

99 Final Report Client’s Money  14 September 2018 

100 Follow Up – Home Care Packages Procurement & Management CHO3 (No.12/2016) 19 September 2018 

101 S39 - Leitrim Integrated Development Company – Older People Services, CHO1 19 September 2018 

102 S39 – Kilbarrack Coast Community Programme Ltd 20 September 2018 

103 S39 – Men on the Move Project 20 September 2018 

104 Maintenance Expenditure Review – Estates South 21 September 2018 

105 Follow Up – Retail & Commercial Arrangements – Galway University Hospitals 24 September 2018 

106 Governance Review – Service Introduction 24 September 2018 

107 PCRS Oncology Payments – Beaumont Hospital 24 September 2018 

108 S39 Grants – Service Arrangement Management – Louth/Meath Mental Health Services 25 September 2018 

109 Nursing Allowances - University Hospital Kerry 26 September 2018 

110 Follow Up – Payroll CAMHS, Galway 28 September 2018 

111 Procurement within the Maintenance Dept.– Portiuncula University Hospital 28 September 2018 

112 Retail & Service Arrangements with External Providers – Letterkenny University Hospital 28 September 2018 

113 Follow Up – Cois Mara, Co Clare (No.04/2017) 03 October 2018 

114 Agency Administration Staff – Waterford University Hospital 11 October 2018 

115 PCRS Hepatitis C Payments – Community Health 19 October 2018 

116 Pharmacy Dept – Cork University Hospital 02 November 2018 

117 S39 Grants – Service Arrangement/Grant Aid Agreement Louth/Meath Addiction Services 05 November 2018 

118 S39 Grants – Clann Mor Residential & Respite CLG 06 November 2018 

119 S39 – Carnew Community Care Company 08 November 2018 

120 Procurement - ULHG 13 November 2018 

121 S39 – Neart Le Cheile 13 November 2018 

122 Software Asset Management – Cloud Software Subscription Licensing 16 November 2018 

123 St Raphael’s Centre, Cork 16 November 2018 
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No.  Audit Report Date Issued 

124 On Call Maintenance Arrangement – Mayo University Hospital 20 November 2018 

125 S39 - Leitrim Integrated Development Company  - Traveller Programme, CHO1 20 November 2018 

126 Follow Up – ICT Procurement HSE Mid-West 23 November 2018 

127 Payroll – MRH Portlaoise 28 November 2018 

128 Agency Medical Services – Mercy University Hospital 29 November 2018 

129 St Joseph’s Community Hospital, Ennis 04 December 2018 

130 Agency Nurse Payment Administration – St Stephen’s Hospital, Glanmire 06 December 2018 

131 Petty Cash Administration – St Raphael’s Centre, Youghal 06 December 2018 

132 S39 – Carlow Emergency Doctors on Call CLG 06 December 2018 

133 Professional Services Withholding Tax – South Infirmary Victoria University Hospital, Cork 07 December 2018 

134 Taxi Usage - MRH Portlaoise 07 December 2018 

135 S39 – Saint Monica’s Community Council 11 December 2018 

136 S39 – Waterford & South Tipperary Community Youth Service 11 December 2018 

137 2018 Stocktake – Central Logistics 13 December 2018 

138 2018 Stocktake – University Hospital Waterford 13 December 2018 

139 Dun Laoghaire Home Help Service Company 17 December 2018 

140 S39 Governance Arrangements - JIGSAW 17 December 2018 

141 Capital Contract Awarding Process – Systems & Controls Louth /Meath & Cavan /Monaghan 18 December 2018 

142 Follow Up – Central Mental Hospital 18 December 2018 

143 Procurement of Catering Provisions Wexford Community Services 19 December 2018 

144 2018 Stocktake- MRH, Portlaoise 21 December 2018 

145 2018 Stocktake- St Joseph’s Care Centre, Longford 21 December 2018 

146 2018 Stocktake- St Vincent’s Community Nursing Unit, Mountmellick 21 December 2018 

147 Procurement of Catering Provisions Wexford General Hospital 27 December 2018 

148 Travel & Subsistence - SECH 27 December 2018 

149 2018 Stocktake Observation – HBS Stores Mayo University Hospital 31 December 2018 

150 Suspected Fraud – Barden Lodge, Co. Meath (St Joseph’s Intellectual Disability Service) 31 December 2018 
 

Funded Agency Audit (37 in total)  
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Briefing Note - Procurement  

 

HBS Procurement 

HBS Procurement is responsible for procuring goods & services for the HSE. 
 
 
 

A. Addressable Spend  

 

Total HSE Addressable Spend is circa €2.2bn. 

 

 Five main categories of expenditure (AFS Codes) account for 50% of spend; 13 categories 
account for 80% of spend 

 
Addressable Spend under the aegis of Service Agreements and Grants from the HSE to 

Section 38 & Section 39 Agencies (Health Act, 2004) estimated to be circa €0.8bn.  

The total Health Sector addressable spend is therefore circa €3bn or approximately 50% of 

overall addressable spend under the remit of the OGP and Sector Partners (est. €6bn). 

 

PCRS    HBS Procurement also publicly tenders and manages the selection and review 

process to establish products and pricing on the state’s Primary Care Reimbursement Scheme 

(PCRS). The products reviewed to date are in the Wound Care category, Urinary and Ostomy 

category, Clinical Nutritional category and Personal Diagnostics Monitoring & Delivery Devices 

Category with an annual value of circa €131mil. 
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B.1  HBS Procurement Key Sourcing Metrics - Current Sourcing (Tendering) Activity 

HBS have completed 532 sourcing projects year to date (May 31st 2019) with an annual 
contract award value of: €208m.  

There are active sourcing projects in place with estimated overall contract award value of 
€2.3Bil.  

  
 

 
2019 YTD      €1,076        €208        532           1,229             182 

 
 
Each year, circa. 500 Contracts with an average annual value of circa €250mil expire  
 

 
 

 
 

B.2  Cumulative Cash Savings / Efficiencies Achieved - €345million 

 

 
 
These Savings which are sustained year on year, have been independently verified by 
Grant Thornton as part of the Public Pay Agreement and are validated annually by HSE 
Finance demonstrating value for taxpayer’s money. 

 

 

B.3  Spend Under Management 

Spend Under Management (SUM) or value of addressable spend on formal contract is a key 

internationally recognised performance metric for Procurement. Of an estimated HSE €2.2bn 

procurable spend; € 1.1bn is now under management and details are registered on the HBS 

Central Register of Contracts. Work is continuing to identify additional locally negotiated 

contracts for inclusion on the HBS Central Register of Contracts. Which is estimated at a 

further 15- 20% of spend.   

Before the establishment of HBS procurement personnel were primarily focused on routine 

hospital cleaning, provisions and medical and surgical supplies amounting to c. €400m p.a. 

With the establishment of HBS there is an ever increasing focus on new areas of expenditure 
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with spend under HBS management now at €1.1bn and rising. This has increased from €444m 

in 2015. The HBS Procurement has been working for a number of years in conjunction with 

Hospital groups, CHOs and the NAS as well as the OGP to maximise the SUM. Adhering to 

public sector procurement legislation and policy requires use of comprehensive and lengthy 

procurement processes to be in place. The approach to increase the SUM for the HSE is multi-

facetted and includes: 

1. Targeting of procurement sourcing activity to those contracts with the most value 

system wide (This must happen in parallel to the prioritising of those contracts which 

will lead to the achievement of the annual procurement savings targets.) 

2. Investment in the size of the centralised sourcing activity has led to an increase in 

sourcing activity from 885 projects completed in 2015 to 1358 projects completed in 

2018. Every year circa 500 contracts expire so activity greater that 500 is assisting in 

increasing the SUM.   

3. Introduction of a compliance programme which is working with the service units to 

identify true compliance levels and opportunities to increase it. This is an area which is 

more complex than originally thought and would benefit from further expansion. A 

funding application has been made to DPER under the aegis of the Public Service 

Innovation Fund 2019, for the following 2 projects in this regard: 

a. Develop a Digital online toolset to support Corporate Procurement Planning 

(CPP) 

b. Development of digital documents to replace outgoing paper based processes 

 

4. An area for increased focus in 2019 is drugs whereby a joint piece of work with the 

pharmacists is possible and has the potential to increase the SUM by an extra €180- 

200m.      

5. The section 38s and 39sa have a procurable spend in the region of €0.8bn. The 

compliance unit has been working with them to raise awareness and assist them in 

increasing their compliance figures.  

6.  HBS has established a Central Register of Contracts and currently has identified 

approx.1229 HSE and OGP centrally negotiated contracts (SUM) with an annual value 

to date of €1.1bn and rising.   

7. HBS has 14,000 trade vendors of which c. 55% are SME with whom HSE spend <€5k 

p.a.  (under threshold and automatically compliant adding circa €35m to the compliant 

spend above). Work is continuing to quantify this fully. 

HBS Procurement continues to work with our partners to maximise the SUM, However 

competing demand for this scarce specialised resource has and continues to put pressure on 

the delivery of the SUM target. In the past year resources have been diverted for prolonged 

periods to address the laboratory issues in the Cervical Screening programme, several time 

consuming court cases and issues with the management of a number of other high value 

contracts e.g. IFMS and continence products. 

Improving the skills of our procurement workforce, and the awareness and knowledge of Health 

Service budget managers regarding procurement policies, procedures and guidelines, has been 

a priority as a medium term enabler of increased procurement productivity and expertise. 

Significant progress has been made on this including the development of a Competency 

Framework for Public Health Sector Procurement and a bespoke Public Procurement Supply 

Chain Excellence training programme with University of Limerick (QQI accredited at Level 7 to 

Level 9) which is targeted for commencement in Q4 2019. 
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A significant funding application is currently being prepared under the aegis of the EU Structural 

Reform Support Service (SRSS) 2019 Programme, for submission by HBS Procurement / DOH / 

DPER in regards to developing and implementing the Public Procurement Supply Chain 

Excellence programme across the HSE and Health Sector.   

 

B.4  Schedule of Contracts and Framework Agreements as at May 2019 

 

Work is continuing to identify additional locally negotiated contracts across all business 

divisions for inclusion on the HSE Central Register of Contracts and to identify accurately the 

actual drawdown value from all compliant contracts. 

 

C.  HBS Procurement – National Distribution Service 

 
HBS Procurement has established a National Distribution Service (NDS) for common 
stock items which are supplied to hospitals and health centres across the country 
increasing process efficiency and enabling the redeployment of regional Warehousing 
staff into hospitals to provide inventory management service at the frontline / Point of 
Use (POU-Kanban Service).  

 
HBS POU service rollout progression:

 
 
The POU-Kanban service reduces the level of clinical / care staff time invested in 
managing and reordering stock items, and delivers savings. The POU-Kanban 
service ensures that the right product, in the right quantity, is in the right place, at the 
right time and at the right cost. The layout of the POU storage systems also enables 
lean and efficient access by clinicians to stock and accurate inventory management. 
HBS Procurement currently provides POU-Kanban services in 413 clinical care 
locations (wards & theatres). Savings from POU services are determined at 7% of 
overall value from empirical studies. 
 
HBS Procurement has also achieved significant efficiencies from re-engineering and 
digitising our business processes, 
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D.1  Progress on implementation of the reform programme in the Health Sector 

 

Health Service Procurement has been engaged in a major transformational change 

programme from 2010 and the HBS Strategy (2017-2019) continues this strategic and 

operational transformation of Health Sector Procurement, which includes; 

 Development of Corporate Procurement Plans for health agencies in compliance with 

the Code of Practice for the Governance of State Bodies and also an on-line tool-kit to 

support effective planning and aggregation of Health Sector spend. 

 Development of multi-annual Sourcing Plans and Compliance Improvement 

Programme for Health Agencies. 

 Procurement and implementation of a single Integrated Finance and Procurement 

system for the Health Sector (IFMS). 

 Development and implementation of Logistics and Inventory Management Strategy 

for the Health Service. 

 Development of a Learning and Development Programme to improve professional 

competence and capability within the Procurement function and develop capacity 

across the Health Service to buy better and improve value.  

 

Significant progress is being made in regard to the reform programme for the procurement 

function in the Health Sector. There are strong governance, oversight and structural 

arrangements in place to progress these reforms which include monthly programme update and 

review, monitoring of key performance indicators and progress against planned activity by the 

HBS Leadership Team, the HBS Governance Committee, the National Financial Controls 

Assurance Group and the Programme for Health Service Improvement. Updates on key metrics 

requested by the CPO are also provided each month to the Executive of the OGP and are 

reported on at the Executive Meeting. Updates are also provided on request to the CPO for the 

OGP Board.  

 

D.2  Procurement and implementation of a single Integrated Finance and Procurement 

system for the Health Sector (IFMS). 

The HSE has in excess of 20 separate legacy finance systems in operation. Whilst the Finance 

Transformation Programme is moving toward a single integrated financial management system 

the ability of HBS procurement to extract accurate consolidated information is constrained by the 

legacy footprint.  

HBS Procurement is working with the Finance Transformation Programme to procure 

implementation support for the rollout of a single SAP system across the HSE. The final tenders 

are due week commencing 17th of June. 

The Head of Procurement is the custodian of the Purchase to Pay process as part of the Finance 

Transformation Programme. This will allow HBS procurement to gain visibility of and access to all 

external expenditure across the system. Significant investment in training will be required across 

the HSE to enable a self-service purchase to pay model. 
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Briefing Note for Public Accounts Committee  

Home Support Services – VFM Outsourcing to Section 39s 

June 2019 

 

1. Service Delivery  

Home Support services for older people, funded by the HSE, are provided either by directly employed 

staff or by voluntary and private providers who have formal tender arrangements with the HSE to 

deliver the services. The type of support provided includes personal care and, where appropriate, 

essential household duties relating to the client’s assessed needs.  

The HSE has a long history of very close working relationships with Not for Profit providers of home 

support services particularly in the Greater Dublin area, Wicklow and Clare (where there is no 

tradition of directly employed home support staff) and to a lesser extent outside of these areas.  

As the service has expanded over the years, and as “For Profit providers” entered the market, 

providing much needed capacity to enable more people to remain at home for longer, there was a 

need to put in place formal arrangements with external providers to ensure fairness and transparency 

in selection of service providers and, in the absence of regulation, to ensure an appropriate standard 

of services being delivered.  

Not for Profit and For Profit providers have been engaged with HSE since 2011 in the national 

tendering process and since 2014 with working towards streamlining of home support services. This 

work culminated in home help services and the home care packages scheme being brought together 

into a single funded service in 2018 in agreement with the Department of Health, in preparation for the 

planned introduction of a home support scheme and regulation of the home support sector. 

Streamlining the two services into the single Home Support Service provides for a single application 

and assessment processes and, with clearer financial and activity reporting arrangements provides 

for greater accountability and transparency. 

Discussions were undertaken, and continue, with both For Profit and Not for Profit providers on an on-

going basis both at national level and locally with service managers to ensure that providers were, 

and are, briefed on developments.  

 

2. Tender Process 

Tender 2018 was preceded by Tender 2012, 2014 and 2016. A legal challenge was taken against the 

HSE by For Profit Providers to Tender 2014 and a settlement was reached with the HSE prior to the 

commencement of Tender 2016. Tender 2016 concluded on August 31
st
 2018.  

In May 2018, the HSE undertook a Tender process to identify approved providers across the nine 

Community Healthcare Organisations, who would provide home support services to HSE clients 

approved after 1st September 2018, where HSE mainstream services are not available.  

Smaller providers who might otherwise not be in a position to tender were enabled to engage with the 

process as HSE facilitated arrangements for providers to align so as to tender as a consortium. In 

addition at CHO level the HSE has engaged with providers where they wished to amalgamate in order 

to provide a more sustainable and efficient service.    

Tender 2018 will operate until 31st December 2020. As stated in the Tender 2018 documents 

published on the government eTenders website, the Home Support Services procured in Tender 2018 

incorporates:  
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(1) services previously tendered as Enhanced Homecare Services and 

(2) traditional Home Help Services which have been part of the single funded Home Support   

Services (HSS) since 1
st
 January 2018, and  

(3) home support services provided through Intensive HCP funded  arrangements when HSE 

directly employed staff are not available to deliver the services, and 

(4) Consumer Directed Home Support Services, as an additional approach to service delivery.  

The Tender process required tenderers to demonstrate their capacity to deliver care and to meet an 

agreed set of quality specifications. Only those who could demonstrate this capacity and who met 

pricing criteria were approved.  

All of the above requirements relate to when HSE directly employed staff are not available to 

deliver the services. 

The operation of the contracts arising from Tender 2018, and encompassed in the Service 

Agreements, will support the implementation of single funding of home support for older people. It is 

intended that the resources allocated for home help services and the HCP scheme will continue to be 

amalgamated and that appropriate processes, including KPIs, will be developed to support single 

funding of the home care service as amalgamation of funding progresses further.  

In order to avail of HSE funding to provide enhanced home support for new Home Support approved 

clients, after the commencement date of September 1
st
 2018, the provider must be one of the 

approved service providers appointed to each CHO through this tender process. The Service Level 

agreements will initially be for a period of two years. 

The benefits of tendering for these services are 

 Improved public confidence in the service provision 

 Improved quality standards of care; recruitment, training, supervision and monitoring services 

will help to protect vulnerable older people in their homes. 

 National procurement approach 

 

Tenderers were evaluated against three main headings, namely: 

 Standard Tender Response 

 Service Specifications (minimum requirements)  

 Local service delivery and  

 Commercial proposals 

 

This tender process was carried out in accordance with the relevant EU Procurement Directives which 

incorporate the principles of Equity, Fairness and Transparency.  

Following Tender 2018 process, the HSE appointed a number of Tier 1 Home Support service 

providers as ‘Approved Providers’ with the number of providers allocated to each CHO being related 

to the volume of business anticipated. A supplementary list of (Tier 2) Providers is available in each 

CHO and will only be utilised if the Tier 1 Approved Providers are unable to provide a Home Support 

Service within HSE specified timelines.  

Arising from Tender 2018, the estimated cost of Home Support per hour is €24.20 (based on an 

average cost of an 08.00-22.00 Mon to Sat service) within which the bulk of Home Support hours are 

provided. 
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The new list of Approved Providers will apply for all new Home Support approved for clients from 1st 

September 2018. An “Approved Provider” is a provider who has met the 2018 tender 

requirements (quality, capacity and cost) and has signed a service agreement to provide Home 

Support as per the contract. 

Approved Providers are to be used where clients have been approved for Home Support services 

funded through the single funded Home Support scheme and which the CHO is unable to provide 

within their direct HSE provision.  

Service Arrangements for the provision of Home Support have been issued and will be completed by 

over the coming weeks.   Any issues in relation to the implementation of Tender 2018 are being dealt 

with to ensure that service users receive the best possible service to address their needs.  

 

Existing clients in receipt of services prior to 1st Septmeber 2018 are not impacted and remain with 

their existing provider until their need for the service is concluded or they transfer to an alternative 

provider. Some providers chose to apply as part of a consortium in order to provide service capacity 

across the lot(s) that they applied for. Other providers chose not to do so, and either applied as a 

single provider or the provider made a decision not to apply. 

For those providers who did not apply they can retain their existing clients until the client no longer 

requires the service. However, since the commencement of the Tender 2018 such providers, not 

being part of an approved provider list, will not be routinely offered new clients.  

As outlined above the HSE has been, and continues to be, engaged at national level with 

representative groups, and also significantly at CHO level, in order to prepare for the implementation 

of the single funded service and streamlining of arrangements with external providers through the 

tendering process. 

 

3. Direct Service Provision  

Home support staff who are directly employed by the HSE have traditionally been, and remain, mainly 

part-time workers due to the nature and flexibility of the work involved and the care needs of clients 

that must be attended to within specific time frames during any day.  

 

The HSE keeps under review the position regarding the number of staff employed having regard to 

the hours available and the hours worked by existing staff in the local area. As at end March 2019 

(available data), there were 6,036 Health Care Support Assistants (HCSAs) directly employed by the 

HSE. 

In 2015, the European Court of Justice (ECJ) (TYCO Case) ruled that where workers do not have  

a fixed place of work, the time they spend travelling between their home and their first and last 

customers each day counts as working time. Under the principle of  direct effect, the ECJ ruling 

applies to the public sector. HCSAs in the public sector who did not have a fixed place of work 

could count travel time between home and first and last clients as working time.  

 

The revised contract arising from the WRC agreement of July 2017(subsequent hearings in 

December 2017 & August 2018) provided for the assignment of a base for each staff member and 

in this way addressed the ECJ specific issue regarding travel time between home/first client & 

travel time between last client/home. 

 

HSE then needed to be cognisant of the advices that …in respect of Home Helps that the time spent 

travelling between clients constitutes “working time”.  
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As well as the introduction of bases the Agreement provided for 

 change of title from Home Help Worker to Healthcare Support Assistant 

 introduction of rostered arrangements on a 5/7 basis to give staff greater certainty regarding their 

hours of attendance with travel time factored into these arrangements 

 minimum contracts of 10-hours per week for new appointees (other than “as needs arise”),  

 the use of “as needs arise” contracts to provide cover,  

 the ceasing of the practice and need for the banking of hours from the date of commencement of 

the new arrangement.  

 

 It was also agreed that it will be a requirement, with immediate effect, that all new HCSA staff should 

possess, on recruitment, the minimum qualification equivalent to a relevant QQI approved major 

award at Level 5 or higher . 

The estimates process for 2018 assumed a reorganisation of a significant level in directly provided 

service provision and with an eventual roster arrangement to be implemented so that the continuity of 

service provision can be guaranteed. Any cost increases as a result of same must be ameliorated 

through prudent local organisation of staff and balancing provision of service across private and public 

providers. It was estimated that costs relating to an interim arrangement to address the travel time 

issue pending reorganisation of the services & efficient rostering of staff would equate to 

approximately €14m in a full year. However reorganisation is expected to reduce this cost. Of the 

approximate €29m in additional funding allocated in 2019 a total of €10m relates to Winter Initiative 

and the remaining €19m relates to ELS costs, including travel issue, with approximately €3m relating 

to anticipated increased costs relating to impact of Tender 2018. A significant portion of the €19m 

funding is available to address the cost implications of the revised contract for HCSAs, particularly 

when taken together with the implementation of revised rostering arrangements.  

 

The level of funding available in 2019 requires careful management of HSE staff rostering (minimising 

travel time), and close management of the cost per hour of service having regard to the use of direct 

& indirect services as well as the recycling of premium hours (Sundays/Holidays/Half Hour calls) into 

lower cost core hours where appropriate. 

 

4. Development of a Statutory Home Support Scheme  

The Department is currently engaged in a detailed process to develop a new stand-alone, statutory 

scheme for the financing and regulation of home support services.  

 This is a key action under the Sláintecare Implementation Strategy and will improve access to 

home support services.  

 It will also help to improve access to the home support services that people need in an 

affordable and sustainable way.  

 The system of regulation for home support will help to ensure that the public can be confident 

that the services provided are of a high standard.    

 The Sláintecare Action Plan 2019 also sets out a very significant programme of work aimed 

out developing and improving health and social care generally, with a significant emphasis on 

increased community-based supports 

 

Developing a new statutory scheme will be an important step in ensuring that the system operates in 

a consistent and fair manner for all those who need home support services. The Sláintecare 

Implementation Strategy commits to the introduction of the new scheme in 2021. 
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1. Introduction 
 
The Annual Compliance Statement (ACS) process was introduced in 2014 and Section 38 
Service Providers (Agencies) were advised that an external review of the governance of 
each Agency would take place.  In 2016, following a competitive tender process, the 
Compliance Unit engaged Deloitte to carry out these External Reviews (Reviews).   
 
The Reviews were divided into small, medium and large on the basis of the level of funding 
provided by the HSE to the individual Section 38 Agency, and a fixed cost for each type of 
Review was agreed with Deloitte. This fixed cost formed part of the Service Level Agreement 
entered into with Deloitte, with the exception of the P60 testing, as this was additional to the 
original scope of the Review. 
 
As part of the procurement process, it was also specified that Deloitte would prepare a 
composite report upon overall completion of the Reviews. The purpose of the composite 
report is to set out the key themes which have arisen from the findings identified in the 
individual reports, however, the detail of all of these matters is contained in the twenty two 
individual reports.  In this regard, please note the following: 
 

 In December 2018 the HSE decided to bring forward the completion of the composite 
report by Deloitte in respect of the twenty two reports that had been finalised at that 
time.  If any additional matters of a systemic / thematic nature emerge from the 
remaining individual Reviews that are being concluded an addendum to the current 
composite report will be completed in due course.  

 
 As the individual reports were completed, they were sent by Deloitte to the respective 

Chairs of the Boards of the individual Agencies concerned, and copies of the reports 
were also circulated internally to the National Director of Acute Hospitals or Community 
Operations, HSE National HR, Procurement, Internal Audit, and the CEOs of the 
relevant Hospital Groups or Chief Officers of the relevant CHOs, as appropriate. 

 
 A follow up mechanism is also in place whereby, after four months has elapsed from the 

finalisation of a report, the Compliance Unit corresponds with the Chair of the relevant 
Board to request an update on progress with the proposed Agency action plans 
contained in same.  The updates in this regard are forwarded to the CEOs of the 
relevant Hospital Groups or Chief Officers of the relevant CHOs, as appropriate.  
Additionally, a quarterly follow up process with the Agencies, and the relevant Chief 
Officers and Hospital Group CEOs, regarding their respective action plans has been 
initiated.   

 
As of May 2019, twenty three reports have been finalised by Deloitte with the remaining six 
nearing completion.  
 
2. Issues Arising 
 
As common issues began to emerge over the course of the Reviews, they were raised by 
the Compliance Unit with the relevant sections/Divisions in the HSE. 
 

 In this regard, it became apparent from the early reports that Agencies were 
encountering challenges in adhering to Public Procurement Guidelines.  In those 
circumstances, the Compliance Unit has been working closely with HBS Procurement 
who have put a number of initiatives in place to facilitate Agencies (Section 38 and 
Section 39) in developing capacity to achieve compliance with relevant procurement 
rules and requirements. 
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 Over the course of the Reviews, HSE National HR have been liaising with Agencies 
regarding HR-related matters emerging in these individual reports. 

 

 The matter of “Protecting the HSE’s Interest” for capital grants was raised nationally with 
HSE Estates initially, and with the Chief Officers and Hospital Group CEOs as part of 
their action plan process.  

 

 Other matters raised in the individual reports such as Board governance/internal 
control/risk; related companies; reorganisation/restructuring; third party contracts; and 
overview of financial governance were addressed through the Agencies’ action plans in 
the individual reports. 

 
Additionally, as well as the individual matters being addressed by the Agencies and the HSE, 
any systemic matters will be considered when the governance documentation, such as the 
Service Arrangement and Annual Compliance Statement, are being reviewed. 
 
It should be noted that the Deloitte Reports are based on ‘Exceptions’ reporting and that, 
aside from these exceptions, various good governance practices are in place at Board and 
Executive level in these Agencies.   
 
3. Next Steps 
 
Consideration is to be given to the next phase of the programme of external reviews when all 
of the current Reviews are completed and in light of the experience of the current review 
programme.  The next phase will include those Section 38 Agencies not encompassed by 
the current process, as well as the large Section 39 Agencies. 
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List of External Reviews of Governance undertaken by Deloitte 
 

 Section 38 Agencies 

Field work 
completed 
and Draft 

Report 
Issued to 
Agency 

Report 
Finalised 

and Issued 
to Agency 

Status 
Report 

Requested 

Status 
Report 

Received 

1. Stewarts Care Services √ √ √ √ 

2. Carriglea Cairde Services √ √ √ √ 

3. St. John of God Community Services √ √ √ √ 

4. Peamount Healthcare √ √ √ √ 

5. Cheeverstown House √ √ √ √ 

6. St. John's Hospital, Limerick √ √ √ √ 

7. Dublin Dental University Hospital √ √ √ √ 

8. KARE √ √ √ √ 

9. Leopardstown Park Hospital √ √ √ √ 

10. Brothers of Charity Services Ireland (BOCSI) √ √ √ √ 

11. BOCSI Limerick Region √ √ √ √ 

12. BOCSI Clare Region √ √ √ √ 

13. BOCSI Southern Region √ √ √ √ 

14. BOCSI Galway Region √    

15. BOCSI Roscommon Region √ √ √ √ 

16. BOCSI South East Region √ √ √ √ 

17. COPE Foundation √ √ √ √ 

18. Royal Victoria Eye and Ear Hospital √ √ √ √ 

19. Royal Hospital Donnybrook √ √ √ √ 

20. St. James's Hospital √ √   

21. Coombe Women and Infants University Hospital √ √ √ √ 

22. Muiriosa Foundation √ √ √ √ 

23. Clontarf Hospital √    

24. National Rehabilitation Hospital √    

25. St. Vincent's Hospital Fairview √    

26. Sunbeam House Services √ √ √ √ 

27. St. Vincent's University Hospital (including St. Michael’s Hospital) √ √ √ √ 

28. St. Patrick’s Centre (Kilkenny) √    

29. National Maternity Hospital √    
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This report is intended solely for the information and internal use of the HSE and should not be used or relied upon by any other person or entity.    3 

 

1. Introduction  

1.1. Background 

The purpose of our engagement was to conduct reviews of governance at Board and Executive level within 29 Section 38 Providers (Agencies) funded by 

the HSE. The reviews for these Section 38 Agencies were conducted with regard to the requirements set out in the Section 38 Annual Compliance Statement 
(ACS); specific governance related matters; and Service Arrangements with the HSE. These reviews were undertaken by Deloitte in line with the 
methodology and scope agreed with the HSE in February 2016 and as part of our agreement with the HSE dated 24 March 2016. The detailed scope as 
issued by the HSE is outlined in Appendix 1. As part of our engagement, it was agreed that an overall report would be completed which sets out key 
themes which have arisen from the findings identified during our individual reviews across the Section 38 Agencies for each area outlined in Appendix 1. 

1.2. Service Arrangement and Annual Compliance Statement Process 

The HSE provides funding of approximately €2.6bn annually to thirty nine specific agencies, known as Section 38 Agencies (Section 38 of the Health Act 
2004), primarily in the Acute Hospitals and Disability Services sectors. The Section 38 Agencies are required to enter into a contract (hereafter referred to 
as the “Service Arrangement”) with the HSE to underpin the funding received. The Service Arrangement comprises the general terms and conditions, and 

a number of schedules prepared on an annual basis that specify the services to be delivered, budget, staffing, quality and safety requirements, monitoring 

requirements, etc.  

In addition to the Service Arrangement, each Section 38 Agency must submit an Annual Compliance Statement (“ACS”) for the previous calendar year. 
This process was introduced in 2014 and the Section 38 Agencies are required to self-certify compliance in respect of governance procedures, and the 
completed ACS is submitted to the HSE Compliance Unit.  

We were advised that the Section 38 Agencies were informed in 2014 that in due course an external review of governance would take place in each 
Section 38 Agency and in this context, we commenced our reviews in April 2016. 

 
The ACS covers the following nine areas: Governance, Internal Code of Governance, Risk Management, Remuneration, Finance, Capital Assets, Taxation, 

Procurement, and Other Matters. It should be noted that it is the responsibility of the Board of the Section 38 Agency to complete the ACS and for the 

Board to ensure that appropriate processes are in place to allow them to properly complete the ACS.  

The ACS operates on a “comply or explain” basis; in the event that a Section 38 Agency identifies an area of non-compliance (partially or fully non-
compliant) with the ACS and/or Service Arrangement, they must outline the non-compliance(s) in question and put a plan in place along with a timeframe 
to become compliant on that particular matter.  Since the introduction of the ACS, the Section 38 Agencies demonstrated a high level of involvement when 

completing the ACS and they had also advised that they generally understood the expectations of the HSE in terms of Board and governance requirements. 
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1.3. Approach to Individual Reviews 

In order to complete these reviews, we used a combination of the following: 

 An opening meeting with the designated contact in the Section 38 Agencies to discuss the conduct of the reviews; 

 Review of relevant documentation for each of the areas in scope within the Section 38 Agencies; 

 A selection of sample items specifically with regard to procurement and payroll for completion of a limited testing programme (the samples relating 
to procurement were agreed in advance with the HSE); 

 Obtain and review the P60s for an agreed number of senior staff as defined by Schedule 9 of Part 2 of the Service Arrangement in respect of 2013, 

2014 and 2015 and compare with the related contracts of employment and DOH Consolidated Salary Scales (excluding Saint John of God 
Community Services which was subject to a separate review by the HSE);   

 Analytical reviews of payroll, comparing the gross basic salary for each individual employee in a sample month or fortnight (depending on the 
payroll cycle), to DOH Consolidated Salary Scales; 

 Discussions and interviews with the relevant CEOs of Hospital Groups; Chief Officers of Community Healthcare Organisations (CHO); Board Chairs 
and CEOs of Section 38 Agencies; Audit Committee Chairs; and other key contacts, to obtain an understanding of the processes in place for each 

area under review; and 

 Review of relevant processes, completion of work programme and completion of sample testing for the key processes in place.  

Our sole source for information has been management information and representations. We do not accept responsibility for such information and have not 
performed any substantiation or external confirmation procedures to establish its accuracy. 

Our work was performed in accordance with the Deloitte Internal Audit Methodology which is consistent with the standards of the Chartered Institute of 
Internal Auditors. Our work was carried out during April 2016 – December 2018 within 29 Section 38 Agencies funded by the HSE.  

Out of the 29 Section 38 Agencies that we reviewed, we have finalised the reports for 22 of these Section 38 Agencies and this document provides a 

summary of the key themes identified in the finalised reports only. All of these key themes have been set down in the individual reports and as part of 

the reviews, the Section 38 Agencies have provided Management Responses where these matters are dealt with by these organisations.  The details of 
the remaining findings identified for each area under review were also outlined in the individual reports. At the time of finalisation of the reports, 
Management of Section 38 Agencies advised that they had already implemented a number of the recommendations for the findings identified. 
 
We are working with the relevant Section 38 Agencies’ Boards and Management to finalise the remaining reports. 
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1.4 Management Acknowledgement 

We extend our thanks to the staff, management and Board members of the Section 38 Agencies and HSE staff members whom we came in contact with 
during the course of these reviews. We appreciate the level of co-operation, courtesy and time made available to us throughout the reviews. 
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2. Key Themes Identified  

We have summarised below the requirements for the nine areas that we reviewed within the Section 38 Agencies (see Appendix 1) and the key themes 
which have arisen from the findings identified in the finalised individual reports.   

2.1 Governance 

2.1.1 Requirements 

The Boards of Section 38 Agencies consist of volunteers and they give of their time and skills to inter alia ensure that the appropriate standards of 
governance are in place at Board level in these organisations.  Part 2 of the ACS provides details of the requirements that the Section 38 Agencies 
should adhere to in relation to Board and Corporate Governance arrangements. The Section 38 Agencies should review the ACS, as well as the Service 
Arrangement, in order to understand the requirements before completing the ACS. For example, each Section 38 Agency should have a Board in place 
that have their roles and responsibilities documented and have Board sub-committees that allow the following: 

- Oversight of the work of the Management Team and the CEO; 
- Ensuring that systems of internal controls are in place and are working effectively; 
- Periodic review of the systems of internal controls including financial, operational and compliance controls with risk management; 
- Management of financial and non-financial risks; and 

- Oversight of the remuneration of the employees of the organisation.   

The Section 38 Agencies must establish at a minimum an Audit Committee, a Remuneration Committee, a Risk Committee, a Nominations Committee 

and a Quality and Safety Committee to enable the Board to carry out its functions. The membership, roles and responsibilities, and frequency of 
meetings of these Board sub-committees, should be documented in a Terms of Reference (TOR) document which is subject to an annual review.  The 
performance of the Board and its sub-committees should also be reviewed on a periodic basis and should be subject to an external evaluation at least 
every three years. 

It is also a requirement under the Service Arrangement to establish processes to be compliant with the HSE Code of Governance and governance 
requirements within the Service Arrangement. This includes but is not limited to having a Code of Conduct in place for employees and Board Members 
which is reviewed periodically; having an internal audit function in place; establishing a risk management framework; and setting out a strategic plan for 

the organisation.  
 

2.1.2 Key Themes arising from findings identified 

 
As part of our reviews, we reviewed the governance-related documents for the Section 38 Agencies to ascertain whether they were in line with 

requirements under the Service Arrangement, the HSE Code of Governance, and good practice where relevant.  

The Boards of the agencies have had long established governance processes in place. In general, the Section 38 Agencies have aligned their governance 
processes to the HSE Code of Governance and have used documents such as the Code of Practice for the Governance of State Bodies as a guide in 
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drawing up effective codes of governance.  Some agencies have separately engaged external consultants to review their governance processes and to 

assess the effectiveness of their Boards.  During the course of our reviews, we noted, however, that the governance structures and processes in a 
number of Section 38 Agencies were not fully compliant with the requirements of the Service Arrangements and ACS.  Accordingly, in some cases their 
governance structures required enhancements.  We have summarised the key themes identified during our reviews below:  

(i) It is a requirement of the Service Arrangement for each Section 38 Agency to develop an Internal Audit function and, in this regard, it was noted 

during the reviews that an Internal Audit function was not in place within all Section 38 Agencies. We acknowledge that some Section 38 Agencies 
had appointed external consultants as their outsourced internal auditors after our period under review. In some cases, Management advised that 
they were not in a position to establish an Internal Audit function due to the cost implications but had submitted business cases to the HSE to 
request additional funding. 

(ii) In the case of some Section 38 Agencies, the Terms of Reference of the Section 38 Agencies Board and/or its Board Sub-Committees (which include 

roles and responsibilities), along with other governance related documentation, did not meet all the requirements under the HSE Code of 
Governance and good practice. It was also noted that some Section 38 Agencies are governed by, for example, Statutory Instruments, Trusts or 
Charters and, therefore, in some instances could not fully implement these requirements.  

(iii) Some Section 38 Agencies did not establish the minimum Board Sub-Committees (mainly Remuneration and Nominations Committees) as required 

under the ACS.  

(iv) In some instances Board tenure and frequency of Board Meetings were not in line with the HSE Code of Governance and the ACS. In some cases, 
we identified Board members who had served on the Board for more than 20 years.  

(v) The review of Board effectiveness was not consistently performed. 

(vi) Whilst we noted that all the Section 38 Agencies that we reviewed had risk management processes in place, we found that in some instances such 
processes required improvement and in some instances were not compliant with the requirements of the HSE’s Code of Governance.  

(vii) In some instances the Section 38 Agencies had not disclosed their non-compliance with certain governance requirements in their ACS. 
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2.2 Related Companies 

2.2.1 Requirements 

It is a requirement under the ACS for Section 38 Agencies to provide details on their relationship with related companies. This includes but is not limited 
to: organisations with shared directors and/or employees; organisations that use the name of the Section 38 Agency; and organisations identified as 
related companies under GAAP (Generally Accepted Accounting Principles) and/or FRS102. In line with good practice, where there are services provided 
to related companies and vice versa, there should be an agreement in place to document the business relationship. For Section 38 Agencies with shared 
directors, they should ensure that there are no payments being made to directors for the roles and responsibilities carried out in the related company 

and vice versa. For Section 38 Agencies with shared employees, they should ensure that the employees are remunerated in accordance with the time 

spent in the Section 38 Agency and vice versa, in line with the Department of Health (DOH) Consolidated Salary Scales. 
 

2.2.2 Key Themes arising from findings identified 

 
We identified the following in the Section 38 Agencies that we reviewed: 

(i) In some cases there were no formal agreements in place between the Section 38 Agencies and the related parties.  

(ii) In a small number of cases, the Section 38 Agencies did not disclose the relationships with the related parties in the ACS.   

 

2.3 Reorganisation/ Restructuring (changes to Provider’s legal entity) 
 

2.3.1 Requirements 

It is a requirement under the Service Arrangement that Section 38 Agencies should notify the HSE where there is restructuring in their organisation and 
seek approval from the HSE where appropriate. This should include but is not limited to a change in the legal structure in their organisation, or re-
organisation and/or restructuring in their organisation, as defined in the Service Arrangement. 

 

2.3.2 Key Themes arising from findings identified 

During the course of our reviews, we noted that restructuring took place in a small number of agencies, however, in some instances the requirement to 
seek the HSE’s formal consent in this regard was not evidenced. We were advised that they had either advised the HSE or that the restructuring 
predated this requirement.  
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2.4 Procurement 

2.4.1 Requirements 

 
It is a requirement under the Service Arrangement and ACS for the Section 38 Agencies to be compliant with the Public Procurement Guidelines (PPG) 

and the EU Directives, when conducting procurement procedures. The Section 38 Agencies should have a procurement policy in place that enables 
Section 38 Agencies’ employees to conduct these procurement procedures in line with the PPG and/or EU Directives. Section 38 Agencies should also 
have a procurement plan in place covering a three year period, which is reviewed and updated on an annual basis. The Section 38 Agencies are required 
to use the Office of Government Procurement (OGP) and/or Health Business Services (HBS) contracts where relevant. Additionally, they must have a 

process in place to identify contracts in excess of €25,000 that were not subject to procurement procedures and to notify their Boards periodically of any 
such instances.   
 

Over the course of our reviews we noted that Section 38 Agencies endeavoured to subscribe to as many HBS and OGP frameworks as possible to achieve 
value for money and efficiency and we were also advised that they have actively engaged with the HSE to access HBS contracts to better utilise these 
framework arrangements. Furthermore, we were advised by the HSE that the Section 38 Agencies are currently in a process of engagement with HBS 
Procurement with regard to accessing procurement training and developing the procurement function within their own organisations.  

A number of Section 38 Agencies did not have a procurement officer or a centralised procurement function. In these instances, individual departments 
within the organisations were responsible for conducting the procurement procedures. Following our reviews, some Section 38 Agencies submitted a 
business case to the HSE requesting additional funding to recruit a procurement officer and in some cases to establish a procurement function. 

2.4.2 Key Themes arising from findings identified  

 
We identified procurement issues in all Section 38 Agencies and we have summarised the key themes below:  

(i) The majority of Section 38 Agencies were non-compliant or not fully compliant with PPG, and a number of the Section 38 Agencies were non-

compliant with the EU Directives. 

(ii) In some cases, where Section 38 Agencies had undertaken procurement procedures, there was insufficient or no supporting documents 
maintained to demonstrate compliance with PPG and / or EU Directives. 

(iii) In relation to contracts in excess of €25,000: 

- In some cases, there was no management system in place to identify those contracts which were not subjected to the appropriate 
procurement process;  

- In other instances, where management considered items to be exceptions to procurement procedures, there was no evidence that these 
items were escalated to the Board for approval. 

 

(iv) In some cases where national frameworks were used, the relevant documentation was not readily available to validate the rates being used 
in contracts against the agreed rates on the national framework.  
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(v) In certain circumstances the Section 38 Agencies advised that the HSE had requested them to roll over expired contracts until a HBS/OGP 

contract could be implemented, however, evidence of this instruction was not available. 

(vi) In many cases, contracts between suppliers and Section 38 Agencies were not in place or were out of date. 

(vii) In a small number of cases, Section 38 Agencies did not maintain a contract listing and a number of Section 38 Agencies had not put 
corporate procurement plans in place. 

(viii) Some Section 38 Agencies did not have procurement policies in place or these were not reviewed and/or updated to align with Public 
Procurement Laws. In some of the cases identified, Management advised that they were using the HSE procurement policy. 
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2.5 HR and Payroll  

2.5.1 Requirements 

 
Employees of the Section 38 Agencies are public servants and, in that regard, these organisations are required to pay employees in accordance with the 

Department of Health (DOH) Consolidated Salary Scales. The Section 38 Agencies are required to maintain appropriate supporting documentation for 
salary arrangements that were sanctioned by the relevant authorities prior to the establishment of the HSE. Where employees are receiving allowances, 
payments or salaries that are not in line with the DOH Consolidated Salary Scales (due to prior arrangements, existing practices and/or salary alignment 
to the size of the organisation), the Section 38 Agency should prepare a business case and submit it to the HSE National HR for approval. These cases, if 

not sanctioned, are required to be documented in the ACS submitted to the HSE.  

In July 2016, the HSE requested the Boards of all Section 38 Agencies to confirm that their senior members of staff were paid in line with the DOH 
Consolidated Salary Scales and all of the Section 38 Agencies that we reviewed provided this information along with rationale for any exceptions, where 
relevant. Additionally, there is a requirement for Section 38 Agencies to have up to date employment contracts on file for all employees. During our 
review, we noted that most of the issues identified in relation to payroll were legacy issues, i.e. salary arrangements agreed prior to the establishment of 
the HSE.  

2.5.2 Key Themes arising from findings identified 

 
From our detailed payroll and P60 testing we identified some instances of non-compliance with the DOH Consolidated Salary Scales and in some cases 
insufficient supporting documentation for us to validate whether the particular arrangement was red-circled by HSE National HR or equivalent. We were 

advised in some of the instances identified that these salaries were long-standing arrangements approved prior to the establishment of the HSE. 
However, we were neither provided with documentation to validate these arrangements nor were these disclosed in the ACS.   

We have summarised the key themes identified as part of the detailed testing below:  

(i) We noted a small number of instances where allowances and salaries did not align with the DOH Consolidated Salary Scales. Most of these were 
historical arrangements which were put in place a number of years ago, and some pre-dated the establishment of the HSE.  
In some of the instances identified, the Section 38 Agencies placed their staff member on a DOH Consolidated Salary Scales that they felt was 
appropriate given the size and scale of the organisation and considered this to be compliant practice at the time of recruitment. However, we noted 
that there were no approvals from the HSE National HR in this regard. Some of the cases we identified during our reviews were not disclosed in the 
ACS.  

 
(ii) In some instances employee records, such as contracts of employment, were not updated and maintained correctly. 
 

As part of each individual review, we also performed an analytical review of payroll on the full population of employees in the Section 38 Agencies. We 

identified the following issues when we reviewed their data on the system: 

(i) The payroll system in some agencies had not been updated to accurately reflect their employees’ current roles and points on the scale.   
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(ii) In a number of Section 38 Agencies, employees’ points on the scales on the payroll system were different to the points as per the DOH 

Consolidated Salary Scales. This was in order to maintain the payroll history data of employees. It should be noted that in all such cases the 
employees were paid the correct amount and this was a data quality issue.  

2.6 Third Party Contracts 

2.6.1 Requirements 

 
Where Section 38 Agencies intend to engage third party contractors to provide services that are specified under the Service Arrangement with the HSE, 

there is a requirement under the Service Arrangement to secure the HSE’s approval prior to engaging the third party contractors. The Section 38 

Agencies should also have contracts in place with the third party contractors with an indemnity clause that will indemnify the Section 38 Agency in 
respect of all losses, damages, claims, costs (including legal costs) and professional or other expenses incurred or suffered by the Section 38 Agency as 
a result of any act or omission by the third party. During the course of our reviews, we noted that the majority of the Section 38 Agencies did not 
engage third party contractors to provide services that are specified under the Service Arrangement.  
 

2.6.2 Key Themes arising from findings identified 

We noted that some of the Section 38 Agencies did not seek the HSE’s written approval prior to engaging a third party and in some cases there were no 
contracts in place between the Section 38 Agencies and the third party contractors. Where there were contracts in place, in some instances, indemnity 
clauses indemnifying the Section 38 Agencies were not documented. 

 

2.7 Capital Assets  

2.7.1 Requirements 

Where the HSE has provided funding to Section 38 Agencies for capital assets, there should be grant agreements in place in accordance with the HSE 
National Financial Regulation (NFR) 18 Protecting the HSE’s Interest. The preparation of the grant agreements is dependent on the HSE. The Section 38 
Agency is responsible for establishing a Fixed Assets Register (FAR) with all the fixed assets tagged and ensuring that the FAR is reviewed on a periodic 

basis.  

2.7.2 Key Themes arising from findings identified 

 
Funding provided by the HSE 

Some of the Section 38 Agencies we reviewed had received grants from the HSE for the period 2010-2014. During the course of our reviews, we noted 
that the grant agreements between the HSE and the relevant Section 38 Agencies, as required under NFR 18, were not in place for all such grants. As 
this matter is the responsibility of the HSE, we sought Management Responses from the HSE outlining an action plan, assigning owners, and a timeline 

to address our recommendations. The HSE advised in their Management Responses that they are working to address this issue.  
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Fixed Assets 

We noted that a small number of Section 38 Agencies did not tag their fixed assets, maintain a FAR, or update the FAR on a periodic basis. For the 
instances identified, we understand that the Section 38 Agencies relied on their external auditors to maintain the FAR or provide an update on the FAR 
as part of their annual external audit. 

 

2.8 Overview of Financial Governance 

2.8.1 Requirements 

Section 38 Agencies are required under the Service Arrangement to establish policies and procedures for financial cycles/processes and implement these 
policies and procedures within their organisations. These financial policies and procedures should also be reviewed on a periodic basis and approved by 
the Board to ensure that they are in line with the requirements under the Service Arrangement and current practice. During the course of our reviews, 
we noted that the Section 38 Agencies endeavoured to implement financial policies and procedures for the significant financial cycles/processes. 

2.8.2 Key Themes arising from findings identified 

 
We noted that some Section 38 Agencies did not document all of the policies and/or procedures for the financial cycles/processes. We also noted that the 

policies and procedures were not reviewed on a frequent/periodic basis. Through a review of Board and Board Sub-Committee minutes of meetings 

during our period in scope, we noted instances whereby there was no evidence of their review and/or approval of the policies and procedures. In some 
instances we noted that the policies and procedures were approved by the Management Team instead of the Board. 
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2.9 Role of the HSE  

2.9.1 Requirements 

Service Arrangements (SAs) are the mechanism that the HSE uses to contractually underpin the release of funding to Section 38 Providers.  One of the 
requirements of the Service Arrangement is to schedule performance review meetings (Integrated Management Reporting (IMR) meetings) at which the 
delivery of services, as set down in the SA Schedules, is reviewed.  These meetings are required in order to monitor the quantity and quality of the 

services being provided.  Services should be measured against agreed targets, variances should be examined and remedial action planned.   

These IMR meetings are undertaken by way of scheduled meetings, at a recommended frequency, between the local Service Managers in the Hospital 
Groups and HSE Community Healthcare Organisations, as appropriate, and the Section 38 Agencies concerned.  The arrangements for the IMR meetings 

should be commensurate with the funding provided.  A schedule of review meetings should be set out in the Service Arrangement Part 2, Schedule 4 – 
Performance Monitoring. 
 

As part of our engagement with the HSE, we will separately report to the HSE regarding the ongoing management of their relationship with Section 38 
Agencies. 

2.9.2 Key Themes arising from findings identified 

In some cases the schedule of IMR meetings in the Service Arrangement was not completed by the HSE, however, it is acknowledged that a number of 
IMR meetings did take place. Where the schedule was completed, there were instances where the number of IMR meetings held during the period in 
scope did not correspond to the number of meetings set out in the schedule. 
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3. Conclusion 

The Boards of Section 38 Agencies consist of volunteers and they give of their time and skills to inter alia ensure that the appropriate standards of 
governance are in place at Board level in these organisations.  The introduction of the ACS in 2014 has provided these Boards with a framework 
structure in which they can work with their Management to ensure that key aspects of their governance are in place. It is important therefore that the 
ACS submitted to the HSE is a true and accurate reflection of the situation in respect of the nine areas of governance covered in the ACS.  Furthermore, 

it is important that strong due diligence procedures are exercised by the Board to satisfy itself as to the completeness and accuracy of the ACS before it 
is submitted. 

The introduction of the ACS should support the governance in these areas within these organisations and these individual Reviews have provided an 
opportunity to gauge the current standard of governance and to identify where further improvements can be made.   
 
The reviews have raised a number of issues that in some instances are common to many of the Section 38 agencies and in other instances have 
occurred as one-off issues that are specific to one individual Section 38 Agency only.  All of these issues have been set down in the individual reports and 

as part of these reviews we have incorporated Management Responses where these matters are dealt with by these organisations.  In this regard, 
Boards have already demonstrated a commitment to implementing the recommendations from our reviews; the Section 38 Agencies provided clear 
action plans and agreed on timelines to implement these action plans, which will enable both the Section 38 Agencies’ Boards and the HSE to monitor 
the progress on the implementation of these plans.   
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4. Statement of Responsibility 

We take responsibility for this report, which is prepared on the basis set out below. 

Our work is carried out under our agreement dated 24 March 2016. The scope and objectives of this review are summarised in Appendix 1 of this report. 
The matters raised in this report are only those which came to our attention during our review and are not necessarily a comprehensive statement of all 
matters that exist, or all actions that might be taken. This report is made solely to HSE. We do not accept or assume responsibility to anyone other than 

HSE. 

 

 

For and on behalf of 

Deloitte Ireland LLP  

Chartered Accountants  

Deloitte & Touche House 

29 Earlsfort Terrace 

Dublin 2 

Date: 14 February 2019 

 

Contact 
persons 

Partner: David Kinsella 

Manager: Daphenee Toi Leemereise 

Contact details  T: 01 417 2200 

E: davkinsella@deloitte.ie 



  

 

 

The Health Service Executive – Review of Governance at Board and Executive Level within Section 38 Agencies – REPORT  

This report is intended solely for the information and internal use of the HSE and should not be used or relied upon by any other person or entity.    17 

 

Appendix 1: General Requirements for Review of 

Governance at Board and Executive level in Section 38 

Providers funded by the HSE 

Note:  

1. Different components of the below requirements may not be reviewed in all instances. 

2. The below is not an exhaustive list. 

 

1. Board Governance/ Internal Control/ Risk 

 
 Review Memo and Articles of Association/legislation. 
 Obtain and review the internal written Code of Governance and ensure that it includes a system of internal controls element, as per the 

ACS. 

 Review Overall Board Governance, such as, but not limited to: 
 Composition of Board 
 Board Committees 
 Role and Responsibilities of Board/Directors 
 Role and Responsibility of Board Secretary 
 Role of Chairperson 

 Establish how the Board influences the Executive. 

 Review Board Minutes and all Sub-Committee Minutes. 
 Review all “information packs” to ensure that appropriate information is reaching the Board. 
 Review Audit Committee Charter. 
 Review Audit Committee Minutes. 
 Review Internal Audit reports. 
 Obtain Risk Register and enquire how risks are identified for escalation to and review by the Board. 

 Seek evidence of how the Board has implemented improvements to governance structures since the introduction of the ACS. 
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Meet with the Board Chair, Board Secretary, Chair of the Audit Committee, and possibly the Chief Executive, as appropriate. 

 

2. Related Companies 

 

 Establish the purpose and legal structure of any related companies. 
 Establish the interaction between the funded organisation and these related companies, i.e. obtain a list of funding transactions 

throughout 2015 between the funded agency and the related companies. 

 Examine the transactions between the funded agency and the related companies and report on the type/ nature of such transactions. 
 Obtain confirmation from the related companies that they are not making any payments to any employee(s) of the funded agency. 
 Obtain confirmation from the funded agency that there are no employee(s) receiving any payments from the related companies. 

 

3. Reorganisation/ Restructuring (changes to Provider’s legal entity) 

 

 Through initial enquiry with management and subsequent follow-up: 
 Establish if there has been any change to the Provider’s legal entity in the previous 3 years. 
 Where a change has taken place, examine the impact on the HSE (legal impact) and on the service provision of this reorganisation/ 

restructuring.  This examination should include the nature, substance and ultimate purpose of the reorganisation/ restructuring and 
should also report on any issues of significance for the HSE (State). 

 Establish if there is any reorganisation/ restructuring being planned by the funded agency with a view to assessing the impact of same 
on the HSE (legal impact) and related services.  
 

4. Procurement 

 

Establish what process/ system is in place to allow the Board to satisfy itself that all Non-Pay expenditure for all tenders/ 
quotations is procured for appropriately. 

 

To support the above, the following should be carried out:  

 

 Identify the type of procurement process used for all tenders/ quotations over the previous calendar year and confirm that the correct 
procurement process was followed. 

 

 Request list from Procurement Department/ Section of all the contracts that are currently in place and have been tendered for over the 
previous 3 years.  (List to be provided as per template.)  
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 Obtain a list of all non-pay expenditure by Vendor for 2015 

 Sort by value (highest to lowest) 

 Exclude any expenditure with a cumulative value of €25K or less. 

 Exclude any expenditure above that for which a tender is not required (e.g. utilities) 

 

 Cross-reference Procurement list of contracts against the list of vendors (€25K+) to identify any non-contracted expenditure. 

 

 From the contract list provided (see above), extract a representative selection of contracts, which can vary depending on the Provider 
but must not exceed 20% of the total value of the contracts in any one year.  Forward to the HSE the list of contracts provided, 
indicating the contracts identified for sampling.  The HSE may have reason to request a particular contract be replaced on the sample 

list.  When the list of contracts for sampling have been identified and agreed, tests similar to the following to be applied to ensure 
appropriate governance re same:  

 

1. Appropriate procurement system used 

(a)  Identify whether the appropriate procurement process was undertaken. 

(b)  Where appropriate procedures were not followed, obtain detailed explanations as to why they were not followed. 

(c)  Determine if the reasons for not following proper procedures are valid. 

2. Detailed testing 

Confirm that: 

(a) Tenders opened by 2 or more persons and evidenced on file. 

(b) Evaluation criteria set in advance by a responsible official/ appropriate section. 

(c) Tenders evaluated against relevant selection criteria. 

(d) Successful tenderer issued with award notice and acceptance returned. 

(e) Unsuccessful tenderers notified in writing. 

3. Contract/ delivery 

Review key contract details ensuring that: 

(a) Key terms and deliverables agree with original requirements. 

(b) Contract is signed by both parties. 

(c) Goods and invoices can be agreed to the contract terms. 
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5. HR/ Payroll 

 

Establish what process/ system is in place to allow the Board to satisfy itself that all remuneration is paid to employees in 
accordance with public sector pay policy, i.e. DOH Consolidated Salary Scales. 

 

To support the above, the following should be carried out:  

 Annualise the Basic Pay (and Allowances, if applicable) of a specific pay run for each employee and ensure that payments are made in 
accordance with the relevant grade and point on the consolidated salary scales.  Report all exceptions. 

 Extract a sample of individual employee payments and conduct detailed testing of same.  

 Request a list of all senior staff, as defined by Schedule 9 of Part 2 of the Service Arrangement. Obtained and review the P60s for an 
agreed number of these staff in respect of 2013, 2014 and 2015 and compare with the related contracts of employment and DOH 

consolidated salary scales.  

6. Third Party Contracts for Services as specified under the Service Arrangement 

 

 Identify all third party contracts in the funded agency (if any). 

 Confirm if prior written approval for same was received from the HSE. 

 Confirm that the HSE is indemnified in respect of all losses, damages, claims, costs (including legal costs) and professional or other 

expenses incurred or suffered by the HSE as a result of any act or omission by the third party. 

 

7. Capital Assets 

 

 Establish if there is an Asset Register in place and that financial procedures are in place to ensure the general safeguarding of the each 
Capital item.  

 Establish that each capital item funded or part-funded by the HSE is registered on the Agency’s Asset Register.  

 In the context of the HSE Capital Funding list, establish if the State’s interest has been protected (i.e. if there is a lien) for all funding or 
part-funding of Capital Assets by the HSE in the funded agency from 2010 to 2014 inclusive. 

 

8. Overview of Financial Governance 

 

 Check that the Provider’s Annual Financial Statements include a statement by the Board Chairperson confirming that the organisation: 

 has a system of internal financial controls in place, and also 
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 keeps the effectiveness of these controls under ongoing review 

 Confirm that there are formal written financial procedures in place. 

 

9. Role of HSE 

 

 Examine/ Review the role of the HSE in the general context of governance and also specifically in the operation of the Service 
Arrangements. 

 

 Check that the Service Provider and the HSE have signed Part 1 and Part 2 (Schedules) of the current Service Arrangement and confirm 
the following: 

(a) that the document has been signed in the correct order (i.e. Service Provider first, followed by HSE), and  

(b) that the personnel (Service Provider and HSE) who have signed the Arrangement have the appropriate authority to do so, and  

(c) ascertain if there is evidence of change control through the use of Schedule 10 of the Part 2 document. 

 

 Review the HSE Minutes of the Performance (IMR) Meetings with the funded agency to determine how the HSE conducts its performance 
meetings and manages its relationship with the agency. 

 Check the Service Arrangement to validate the schedule of performance meetings is outlined therein.  

 Enquire from the funded agency how it engages with the HSE. 

 Identify areas of improvement to further enhance the relationship between the HSE and the funded agency. 

 

Meet once with the HSE CHO Chief Officer/ Hospital Group CEO and their relevant Service Managers, as appropriate, and also the Board Chair, 

CEO, and other key personnel from the individual Service Provider, as appropriate. 
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