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Monetary Unit Samplinq Approach
Deloitte recommended the use of the Monetary Unit Sampling approach for RHI audits in
mid-2011. Deloitte estimated total annual RHI payments and applied materiality and
confidence percentages to calculate an audit sample size per annum in February 2012.
We have used the sample size recommended by Deloitte. We have also developed
specific risk criteria and factored this into sample selection. These include risks related to
physical aspects of installations such as when they were commissioned.
We have correlated with Deloitte’s recommended sample size as much as possible.
However, there have been significantly more medium and significantly fewer large
installations accredited on the scheme than forecast in
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installations audited in 2012-13 identified non compliances.
Our audit findings have identified that 55% of audited installations commissioned
before RHI go-live are non-compliant. Meter installation issues have also been more
prevalent for installations commissioned before RHT go-live.

This is likely to have

been due in part to Guidance documents only having been published at RHI go-live.
Recommendations from the RHI team are incorporated into our audit selection
methodology. Recommendations are made at pre or post-accreditation stage due to
specific issues that have arisen and cannot be addressed through desk-based checks.
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In 2012-13, 20% of non compliant installations were recommended for audit by the
RHI team.
We initially believed that there was a high risk that participants would apply for
installations capacities that were marginally below the biomass 200kWth and 1MWth
tariff reduction thresholds even though their installations had been commissioned
above those thresholds. In 2012-13, there were no non compliances on this basis. As
a result risk scores have been downgraded.
We have classified risks on the basis of the severity of the issue should the risk occur.
This relates specifically to the impact on the scheme in terms of potential financial
losses.

Risks are quantified through

a scoring

syster

the average score by

installation size used to determine a total risk score.
The sample size is calculated

by applying an

3ercentage to the projected
the prioritisation of other

accreditation volumes. This takes into account
risks and the available budget. By

appro~

benchmarked against one another using

trans[

We propose to use the calculator as a

~nsures that risks are
~od.
across the RHT

workin~

team to identify, assess and agree upon
also intend to use the calculat,
account the available budget.

for audit. We

collectivel

in the sample

changing circumstances.

We believe that use of the
Should there be an

taking into

res urgent attention, this

risk,

accordingly.

can be incor
an ongoing

As the calculator
reflect up-to-date
significa

ectionS

it can more accurately

sample size. Thereby avoiding the
use of the original approach based on

for

and fraud on a scheme-wide basis

identified at audits in 2012-13 (Annex B). We have calculated the non compliance rate
using the installations identifying non compliances divided by the total audits completed.
We have applied the non compliance rate for each category of non compliance to the
total number of accredited installations as at 30th July 2013. This has enabled us to
estimate the total non compliant installations on a scheme-wide basis.
We have included deductions where there are forecast to be multiple categories of non
compliance at the same installation. This is based on our experiences from the site audit
programme in 2012-13 where 65 installations identified a total of 96 non compliances.
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Scope of Work
Deloitte shall be required to undertake the following tasks:
¯

Provide

reassurance that our risk-based

approach to audit selection

developed

provides an effective means of identifying installations for audit that is appropriate
for the RHI and demonstrates good practice.
¯

Review our ’RHI Audit Sample Selection Calculator’ and recommend any changes that
enable us to calculate an audit sample size based on application and accreditation
volumes.

¯

Review our methodology for estimating error and fre
recommend any changes to our approach that car

a scheme-wide basis and
as more data becomes

available.
Timinq
Action
Draft response to Ofgem
Comments to Deloitte
Final response to Ofgem
Approval
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Annex A - Example of RHI Audit Sample Selection Calculator
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