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PORTS & HARBOURS OPERATIONS
1.
Auditee and Background

1.1
The auditee is the General Manager – Ports & Harbours Operations.


1.2
The Ports & Harbours Operations Division operates within an approved policy framework bound by a comprehensive package of directly specific and general primary legislation, statutory instruments, byelaws, standing orders and regulations. Underpinning recognition to comply with appropriate legislative requirements is a requirement to maintain the optimum environmental conditions in Shetland waters whilst conducting an efficient and cost-effective operation. Ports & Harbours Operations have achieved ISO 9002 accreditation to ensure compliance with the Department for Transport Port Marine Safety Code.


1.3
Ports & Harbours Operations deliver the following services primarily to the oil industry but also the fishing industry and other parties:

(a) Pilotage - 24/7 pilotage service to ship masters for the ports of Sullom Voe and Scalloway.

(b) Vessel Traffic Service - 24/7 navigation service to ships entering / leaving the Sullom Voe Harbour Area.

(c) Launch Service - 24/7 service to board / land pilots and run moorings.

(d) Aids to Navigation – Provision and maintenance of navigation lights, buoys, marks and beacons.

(e) Jetties and Piers – Provision and the maintenance of jetties, piers and associated plant and equipment.

(f) Others – including a Safety and Emergency Service, Weather Services, Helicopter boarding and landing of Pilots, provision of Pier Assistants, services at Scalloway Harbour and Works Licensing.

1.4 
Ports & Harbours Operations are responsible for the management of budgets in excess of £18m for the year ending 31 March 2005. An analysis of the budgets for 2004/05 is presented below.

	Support Ledger
	£

	Income
	(16,547)

	Employee Costs
	683,586

	Operating Costs
	182,345

	Net Controllable Expenditure
	849,384

	
	

	General Ledger
	

	Income
	(65,029)

	Employee Costs
	553,415

	Operating Costs
	1,994,080

	Net Controllable Expenditure
	2,482,466

	
	

	Harbour Account
	

	Income
	(11,415,732)

	Employee Costs
	2,409,385

	Operating Costs
	1,070,135

	Transfer Payments
	74,825

	Net Controllable Expenditure
	(7,861,387)


In addition, Ports & Harbours Operations have 2004/05 capital project budgets of £905,000.

1.5 
Human resources expressed as full time equivalents: 

	Description
	No.

	
	

	Pilotage
	9

	Vessel Traffic Service 
	6

	Launch Service
	24

	Maintenance (inc. 2 contract staff)
	25

	Safety and Emergency Services
	2

	Pier Assistants
	4

	Scalloway Harbour
	4


In addition to the above Ports & Harbours Operations are supported by the following administrative staff:

	Description 
	No

	Administration Manager
	1

	Finance Assistants
	4

	Clerical Assistants
	4

	Cook 
	1


The Administration and Finance staff are a shared facility with Ferry Operations and 54% of their time is allocated to Ports & Harbours.

1.6
Aside from the day-to-day use of the standard working applications on the Council’s WAN (WORD, EXCEL, E-mail etc.) the principal services related computer systems used within Ports & Harbours Operations are:



Port Information System (records shipping movements) 

RASTwin (Maintenance Management System)
Chubb Inova Master (building security system)

Optimoor (vessel mooring application) 

In addition to the applications listed there are a number of other computerised applications in the Port Control Room that continuously monitor and record data.  These are: harbour radar, navigation lights, communications with Port Control, weather data supplied by fixed wind and wave meters, other meteorological data supplied by the Meteorological Office.  

2.
Audit Scope

2.1
This is an audit of Ports & Harbours Operations.

2.2 The audit encompassed the following:  a review of the administration and controls surrounding the application of statute and Council policy, system access controls and their alignment with job responsibilities and segregation of duties, access to end user systems and back up routines, application of value for money criteria, use of screen savers, Human Resource Management including staffing arrangements, overtime and expense claims, training, employees register of interests and holiday entitlements; Financial management incorporating purchase orders, budgets, journals, virements, petty cash, lease payments and invoices; Repairs & Maintenance including maintenance programmes, job sheets, permits to work and isolation certificates, reporting procedures and maintenance of work records; Stores including procedures, stock verification, re-order levels, goods inspections, records maintained, stock-takes, obsolete stock, security and long term storage; Asset Management incorporating purchase and disposal, security, inventory, calibration and Health & Safety; Port Safety including tanker inspections, ISO 9002 and Risk Assessments; Debtor Management ; Capital expenditure and Contract Management.


2.3
The audit scope period within which audit tests were performed was the nine months to August 31, 2004.

 Details of areas tested during the course of the audit are attached, Appendix 1.   

3. Key Audit Issues

3.1
Asset Management requires a fundamental review to ensure up to date inventories and registers are maintained, assets are identifiable and that the Asset Registrar is advised of any relevant acquisitions / disposals.  This will assist in ensuring accounts are properly stated, insurance cover is appropriate and discourage potential misappropriation.
3.2
Legislative requirements with regard to Risk Assessments require to be addressed.

4. Other Audit Issues

4.1 Procedures require to be introduced and implemented for slow moving / obsolete stock.  In addition out of hours access to the stores should be scrutinised to ensure appropriate documentation is completed.  Notwithstanding these issues there has been substantial improvement in the controls and procedures within the stores area since the previous audit in 1999.

4.2
Council owned vehicles should be secured at all times and logbooks completed for all mileage undertaken.

4.3 Tanker Invoices for Sullom Voe Harbour should be raised in accordance with the agreed 3/5 day time scales. All other Invoices should be processed in accordance with the Council’s Financial Regulations, policies and procedures and Product Codes should be updated on Integra on 1st April each year.

4.4 Invoices must be raised and payment pursued for consigned fish landings.

4.5
A review of systems access controls should be performed.

4.6
Purchase Order processes should be adhered to. 

4.7 A review of canteen charges is required. 

4.8 The Register of Interests should be maintained and updated in accordance with Council policy.

5. Observations

5.1 A clear policy for vehicle usage requires to be introduced. This should be prepared taking due cognisance of advice from Personnel.  

5.2 It was revealed during the audit that a project guarantee bond that should have been in place for the Blacksness Pier Project had not been obtained from the Contractor.  The Capital Projects Unit Manager is addressing this issue.

5.3
Maintenance monitoring procedures are being revised. This will be subject to review during the follow up audit.

5.2
We would like to take this opportunity to thank all the staff from Ports & Harbours Operations for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. The positive attitude shown by staff, together with a ready willingness to acknowledge and accept recommendations, both written and verbal, made by Internal Audit, was appreciated throughout the audit process.

5.3
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

6.
Auditee Response
6.1
A written response is required to the Chief Executive, with copies to all recipients of this report, and Internal Audit, by 14th December 2004.

6.2 Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date: 16 November, 2004

Report No: IA/P&H/0405
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