
Donegal County Council 
Internal Audit Department 

 
 

 

 
 
 
 

 
 

FINAL REPORT 
 

DONEGAL COUNTY COUNCIL 
 

IA19/2 - HOUSING LOANS SCHEME 

 

 
 
 

 
 

 
 
 

 
 

 
 

 
August, 2019 



Internal Audit: Final Report: IA19/2 Housing Loans 

Page 2 of 27     

 
Table of Contents 

 

1. Executive Summary ............................................................................... 4 

2. Assurance Rating................................................................................... 4 

3. Introduction ......................................................................................... 4 

4. Scope .................................................................................................. 5 

5. Objective & Methodology ........................................................................ 5 

6. Background .......................................................................................... 6 

7. Statistical Analysis ................................................................................. 6 

7.1 Active loans ....................................................................................... 6 

7.2 Rebuilding Ireland Home Loan (RIHL) ..................................................... 7 

8. Relevant Legislation and Guidance ........................................................... 8 

9. Findings ............................................................................................... 8 

9.1 Policies & Procedures ........................................................................... 8 

9.2 Application and Loan Approval Process ................................................... 9 

9.2.1 Eligibility ......................................................................................... 9 

9.2.2 Application Form .............................................................................. 9 

9.2.3 Credit Committee ........................................................................... 10 

9.2.4 Insurances .................................................................................... 11 

9.2.5 Approval Process ............................................................................ 11 

9.3 Loan drawdown and set up ................................................................. 13 

9.4 Segregation of Duties ........................................................................ 13 

9.5 Inspection of Loan files ...................................................................... 14 

9.6 Loan Accruals ................................................................................... 15 

9.7 Loan Redemptions ............................................................................. 16 

9.7.1 Run out Loans ............................................................................... 16 

9.7.2 Redemptions ................................................................................. 16 

9.7.3 Refunds ........................................................................................ 16 

9.8 Data Protection ................................................................................. 17 

9.8.1 Policies ......................................................................................... 17 

9.8.2 Redacting Information ..................................................................... 17 

10. Conclusions and Recommendations ..................................................... 18 

10.1 Policy & Procedures ......................................................................... 18 



Internal Audit: Final Report: IA19/2 Housing Loans 

Page 3 of 27     

10.2 Application and Loan Approval Process ................................................ 18 

10.3 Loan drawdown & setup ................................................................... 19 

10.4 Segregation of duties ....................................................................... 19 

10.5 Inspection of files ............................................................................ 20 

10.6 Loan accruals ................................................................................. 20 

10.7 Loan redemptions ............................................................................ 21 

10.8 Data Protection ............................................................................... 21 

11. Acknowledgement ............................................................................ 22 

Appendix 1 – Circulation List .............................................................. 23 
Appendix 2 – Audit Classification ......................................................... 24 
Appendix 3 – IA19/2 – Housing Loans - Summary Recommendations ....... 25 
Appendix 4: Housing Loan Checklist for Applicants ................................. 27 

 



Internal Audit: Final Report: IA19/2 Housing Loans 

Page 4 of 27     

1. Executive Summary 
 

Internal Audit has carried out an Audit on the procedures and controls in place for 
the operation of the Housing Loans system within Donegal County Council (DCC). 

This audit was carried out as part of the 2019 Internal Audit Work programme. 
 
Local Authority loans provide a means for first-time buyers and other individuals to 

own their own home, there are a number of different options available to applicants 
who fulfil the relevant criteria.  

 
The Housing Loans examined during the course of this audit were found to be in 
compliance with the guidelines issued. 

 
The findings and recommendations of this audit are set out hereunder. 

 
2. Assurance Rating 

 
This Audit has been assigned an assurance rating of: 
 

Level 2 – Adequate  
 

See Appendix 2 for Classification of Audit Assurance. 
 
There are generally adequate procedures and controls in place to ensure that the 

objectives of the Housing loans system are achieved.  
 

3. Introduction  
 
Individuals who wish to purchase a house or to build a house but are unable to 

procure a loan from a private lending institution may be eligible for a housing loan 
from their Local Authority; 

 
The following are the loan types that were historically provided by and continue to 

be maintained by Donegal County Council:  
 

• Affordable (AH) 

• Annuity  
• Income Related 

• Reconstruction (RL) 
• Shared Ownership  (SO) 
• Tenant Purchase (TP) 

 
In response to the recent housing crisis, the Department of Housing, Planning and 

Local Government introduced the Rebuilding Ireland Home Loan (RIHL) in 2018. 
This is a new Government backed mortgage for first time buyers and replaces the 
above loan options. The RIHL became available nationwide from all local authorities 

from 1st February 2018. First time buyers can apply for a RIHL to purchase a new 
or second-hand property or to build their own home.  
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The RIHL is a normal Capital and Interest-bearing mortgage which is repaid on a 
monthly basis. Applicants can borrow up to 90% of the market value of a property. 

The maximum market values of a property that can be purchased or built are: 
 

• €320,000 in the counties of Cork, Dublin, Galway, Kildare, Louth, Meath and 
Wicklow 

• €250,000 in the rest of the country  

 
All RIHL’s are subject to certain criteria which must be fulfilled by the applicant 

before being approved and the monies drawn down. The granting of housing loans 
has been delegated to the Area Managers in the Housing Directorate. 
 

The RIHL scheme is operated under the auspices of the Department of Housing, 
Planning and Local Government.  

 
4. Scope 
 

Previous audits undertaken in this area focused on loan applications, loan 
repayments and the transfer of historical loans from the HVX system to the new 

Agresso Financial Management System.  
 

The scope of this audit was to examine: 
 

1. The RIHL application and approval process in all of the Donegal County 

Council (DCC) Municipal Districts (MD’s) from the commencement of the 
scheme in February 2018 to date.  

2. The process for setting up loans. 
3. The process involved in the redemption and repayment of loans (including 

early redemptions). 

4. The controls in place throughout the loans process. 
 

5. Objective & Methodology 
 
The objective of this audit was to identify the policies, procedures and controls in 

place for Housing Loans within DCC and in particular the new RIHL scheme.    
 

The audit was approached as follows: 
 

• Evaluation of the various systems, policies, procedures and controls in place  

• Examination of the Housing Loans approved in 2018 in each MD 
• Examination of the loan set ups and accrual procedures currently in place 

• Examination of the loan redemption process 
• Discussions were held with relevant staff  
• Make recommendations for improvement if required 

 

A draft report was issued to relevant staff on 5th July 2019 and responses received 
have been incorporated into the final report where appropriate. 
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A full breakdown of these loans is provided under the “Approval Process” section 
later in this report. 

 
8. Relevant Legislation and Guidance  

 
• Housing Acts 1966 – 2014 
• Housing (Miscellaneous Provisions) Acts, 1992 (Section 11) – 2009 

• Consumer Credit Act 1995 
• Housing (Local Authority Loans) Regulations 2009 (S.I. No. 145 of 2009) 

• Housing (Rebuilding Ireland Home Loans) Regulations 2018 (S.I. No. 25 of 
2018) 

• includes Credit Policy Document 2018 & Loans Process Map 

• Local Authority Housing Loan Mortgage General Conditions (Version 2012/1) 
• Circular HFA191 of 24/03/06 

• Circular Letter 14 of 2016 (March 2016) 
 
9. Findings 

 
9.1 Policies & Procedures 

 
The Policies and Procedures currently used in the processing of Housing Loans by 

DCC have been provided by the Finance and Housing Directorates, in conjunction 
with and on behalf of the Department of Housing, Planning & Local Government. 
 

A Credit Policy for Housing loans was developed by DCC in response to the following 
legislation: 

• Housing (Miscellaneous Provisions) Act 1992 

• Housing (Local Authority Loans) Regulations 2009 (S.I. No. 145 of 2009) 

• Consumer Credit Act 1995  
 
The Loans Process Map was devised by DCC in 2013 as a further response to the 
introduction of the Housing (Local Authority Loans) Regulations, 2009 and is used 

by all relevant Housing staff.  
 

This document was last revised in June, 2018 to reflect the updated Credit Policy 
2018 made under the Housing (Rebuilding Ireland Home Loans) Regulations 2018 
(S.I. No. 25 of 2018). 

 
Internal Audit has found that the above Policies and Procedures were communicated 

to relevant staff by the Area Managers and are also available on the Housing folder in 
Softco.   
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The Credit Committee assess and decide on applications and have the authority to 
overturn the decision of the Housing Agency. The decision of the Credit Committee 

is minuted and the Minutes forwarded to the relevant Housing Office. 
 

When a loan is finally approved, an “Approval in Principle (AIP)” letter signed by the 
Area Manager stating the approved amount is issued to the applicant.  
 

The applicant then submits details of the chosen property together with a Valuer’s 
report. The Housing Engineer undertakes a visual inspection of the property. 

A Chief Executive Order is then prepared and signed by the Area Manager.  
 
 9.2.4 Insurances 

 
Both Mortgage Protection Insurance (MPI) and Buildings Insurance must be in place 

before any loan application can be finally approved. 
 
The Local Authority MPI scheme is a group scheme that is designed to provide an 

appropriate level of insurance cover to those who wish to avail of the Rebuilding 
Ireland Home Loan 

 
It is a statutory requirement that mortgage protection insurance (MPI) is taken out 

in respect of all local authority housing loans. Marsh Ireland (the MPI provider) 
administers a National Scheme in respect of Mortgage Protection which is 
commonly referred to as the “Local Authority Mortgage Repayment Protection Plan”.  

This group scheme is designed to provide an appropriate level of insurance cover to 
those who wish to avail of the Rebuilding Ireland Home Loan. The scheme must be 

availed of unless none of the mortgage parties can meet the eligibility criteria. 
 
Building Insurance in the amount of the rebuilding cost specified on the Valuer’s 

report must be in place prior to loan cheque issue. A letter of indemnity from the 
insurer containing the standard mortgagee’s clause should be furnished as 

confirmation of same, prior to loan draw down.  
 
 9.2.5 Approval Process 

 
A formal loan offer letter is issued at this stage, outlining all the terms and 

conditions of the loan and commits DCC to the subsequent issuing of monies 
subject to the conditions of the loan being met.  
 

The customer has a 90 day timeframe to confirm that they are satisfied with the 
loan offer. They are required to bring the loan documentation to their Solicitors for 

signing/witnessing and return same to DCC along with any outstanding 
documentation, e.g. a copy of their Building Insurance and Direct Debit Instruction. 
It should be noted that the Council may withdraw the offer if the loan is not drawn 

down and the mortgage executed and delivered within 180 days from the date of 
issue of the Letter of Loan Offer. 
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9.7 Loan Redemptions 

 
 9.7.1 Run out Loans 
 

The Income Collection Unit currently run a report which gives details of Housing 
Loan accounts and the date/month of termination (run out) of the loan. Run out 

loans are checked each month as part of the Accrual process. These Loan accounts 
are closed and refunds paid where necessary. 
 

 9.7.2 Redemptions 
 

Loan redemption figures are generated on a monthly basis and a report is run on 
Agresso outlining the loans due for redemption for the current month. The Agresso 
Financial System calculates the capital figure and the revenue amount is added on. 

If there are no arrears or arrears less than €25 on the loan account, a letter is 
issued to the customer stating that the loan was repaid in full. A letter is also issued 

to the relevant Housing Office in order for the property deeds to be released; a 
copy letter is also placed on the customer’s file.  
 

If there are arrears greater than €25 on the account, a letter is issued to the 
customer outlining the total amount of arrears and a redemption letter is not issued 

until the arrears are addressed in full. The relevant Housing Office is then advised 
accordingly. A similar process is carried out for loans that have run out during the 
course of the month. 

 
Any arrears totalling less than €25 are transferred to the Income Code 91000 (Bad 

Debt write off) by way of Journal Transfer. The Journal Transfer is prepared by the 
Clerical Officer and checked and signed by the Staff Officer, Income Collection. 
 

The list of redemptions can change on a daily basis as customers continue to 
redeem their loans throughout the month. This makes running the report at the end 

of the month imperative to the process.    
 

Early loan redemptions is another area of the loans process that requires constant 
monitoring. According to the 2019 Annual Financial Statement there were 22 loans 
redeemed early in 2018 totalling €552,840.90. The capital amount for these loans 

must be repaid to the HA immediately in order to avoid recurring interest 
repayments. Internal Audit are awaiting further information on the early 

redemption interest figures for 2018. 
 
 9.7.3 Refunds 

 
When a Housing loan has been terminated and there is a credit balance of €25 or 

greater on the account, the Clerical Officer in Income Collection Section carries out 
a refund to the Customer. Any credit balances less than €25 are not refunded.   
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Appendix 2 – Audit Classification 
 
Level Definition 

1. Substantial Evaluation Opinion:  
 

-There is a robust system of risk management, control and 
governance 
- The systems in place should ensure that objectives are fully 
achieved 
- The control processes tested are being applied consistently 
 

2. Adequate Evaluation Opinion: 
 
- There is a generally adequate system of risk management, control 
and governance 
- The systems in place should ensure that essential objectives are 

fully achieved 

- The control processes tested are, in general, being applied 
consistently 
- However, there are some weaknesses in control that are placing 
some objectives at risk. There is a risk that some objectives may 
not be fully achieved 
- Some improvements are required to enhance the adequacy and/or 
effectiveness of risk management, control and governance 

  

3. Limited Evaluation Opinion: 
 
- There is a weak system of risk management, control and 
governance 

- There is considerable risk that objectives will not be achieved 
- The control processes that exist are not being applied consistently 
- There are some significant weaknesses in control in a number of 

areas 
- Prompt action is required to improve the adequacy and 
effectiveness of risk management, control and governance 
 

4. Unsatisfactory Evaluation Opinion: 
 
- There is an inadequate system of risk management, control and 
governance 
-The system has failed or there is a real and substantial risk that 
the system will fail to meet its objectives 

- Systems/processes are open to significant error or abuse 
- Urgent action is required to improve the adequacy and 
effectiveness of risk management, control and governance 
 

5. No Assurance Evaluation Opinion: 

 

- Internal Audit has been unable to form an opinion on the system 
of risk management, control and governance 
- Internal Audit has been unable to access or has been prevented 
from accessing essential information required to form an opinion 
- Internal Audit has not received the cooperation of 
staff/management 
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Appendix 4: Housing Loan Checklist for Applicants 
  

 

   

 

 

 




