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From:
Service Manager - Internal Audit 

INFRASTRUCTURE SERVICES - ROADS SERVICES - MAINTENANCE
1.
Auditee and Background

1.1
The auditee is the Roads Maintenance Manager, Roads Services, Infrastructure Services Department. 

1.2 
Roads Services was created by a Council decision of 25 May 2000. This decision determined that all road functions, activities, responsibilities and associated staff should be brought together as a single service within the Department of Infrastructure Services. The Service is separated into 3 distinct functions Network, Design and Maintenance.

1.3 
The maintenance function has taken over all the Roads functions previously carried out by the former Highway Services Division and some functions of the former Operations Division. The main responsibilities are as follows:

· maintain all roads and bridges

· provide a winter maintenance service

· manage and maintain labour resources

· operate the Scord Quarry

1.4 
Under CCT legislation, Road Maintenance functions were divided between a client section (the Operations Division of Environment & Transport) and a contractor section (the Highways DLO of Commercial Services).  The new structure reflects the aim of Council’s Corporate Plan to, where appropriate, remove the client / contractor split and introduce fully integrated working arrangements.  The former arrangements provided a level of independent control over work performed, however the process was cumbersome and inefficient.  CCT tendering has been suspended until 31 December 2003, however, accountings requirements still remain.  The Scottish Parliament proposes in the Local Government Bill to replace CCT with best value, however, meantime, to fulfil current CCT requirements, Roads Network continues to carry out the client function.

1.5 
Roads Maintenance was responsible for the management of budgets with a turnover in excess of six million pounds for year ending 31 March 2002. An analysis of the budgets for 2001 / 2002 is presented below:

	
	Shetland Islands Council - Roads Maintenance  Services

	
	Revenue Budgets To 31 March 2002

	
	
	
	
	

	
	
	Roads Maintenance
	Scord Quarry
	Total

	
	
	£
	£
	£

	
	Charges to other Council Services
	4,804,105
	888,894
	6,121,399

	
	External sales of material
	-
	428,400
	

	
	
	
	
	

	
	Total Income
	4,804,105
	1,317,294
	6,121,399

	
	
	
	
	

	
	Labour
	1,343,803
	197,720
	1,541,523

	
	Materials
	1,290,227
	432,850
	1,723,077

	
	Sub-contractors
	158,000
	-
	158,000

	
	Transport and plant
	1,033,327
	228,007
	1,261,334

	
	Overheads
	158,616
	106,638
	265,254

	
	Management, Administration and Recharges
	503,435
	62,098
	565,533

	
	
	
	
	

	
	Total Expenditure
	4,487,408
	1,027,313
	5,514,721

	
	
	
	
	

	
	PROFIT before Capital charges.
	316,697
	289,981
	606,678

	
	
	
	
	

	
	
	
	
	

	
	Charge for Use of Capital Assets
	341,050
	248,556
	589,606

	
	
	
	
	

	
	PROFIT / (LOSS)
	(24,353)
	41,425
	17,072

	
	
	
	
	


1.6
Roads Maintenance employs approximately 95 full time members of staff. This figure can vary, especially when winter maintenance is operational.  In addition, staff based at Grantfield and Gremista provides administration support. The following chart shows the operational service structure down to foreman level.

	



	
	
	
	
	
	
	
	


1.7
Aside from the day-to-day use of the standard working applications on the Council’s WAN (WORD, EXCEL, E-mail etc.) the principal service related computer system used within Roads Maintenance is SERVITOR.  This system has interfaces with the Council’s main management information system INTEGRA, CHRIS payroll system, PRAHMS client management system, Stores and other DLO systems.  Purchase orders, purchases and sales invoices, charges through PRAHMS and payroll data are all entered on SERVITOR.  Only those members of staff who require to do so directly access INTEGRA.  The ROADSTER / PRAHMS systems are being replaced by WDM Pavement Management System.  The replacement package for ROADSTER is operational from 1 April 2002 with PRAHMS being replaced from 1 April 2003.

2.
Audit Scope

2.1
This is an audit of the Roads Maintenance Service.


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; staffing arrangements; overtime and expense claims; training; register of employee interests; asset management including acquisition, disposal, security, inventory, legislation and policy; contract management incorporating legislation, policy, procurement, monitoring and charging; Scord Quarry including Risk Assessments, legislative requirements, operations, calibration and stock control; financial management including journals, virements, purchase orders, invoices, budgets, recharges and credit facilities. 

2.3 The audit scope period within which audit tests were performed was the nine months to 28 February, 2002.

Details of areas tested during the course of the audit are attached. 

(Appendix 1)

3. Key Audit Issue

3.1
Reconciliation, within credible limits, of tonnage blasted from Scord quarry rock-face, against tonnage sold, is not possible using current established procedures. There is also a need to ensure stock counts are performed independently from quarry management.

4.
Other Audit Issues

4.1 Risk Assessments for the Scord Quarry require to be updated and evidenced for regular review.

4.2 A daily inspection of the quarry face is required.

4.3 Expense and overtime claim forms require to be properly completed.

4.4 A procedure requires to be implemented to ensure all weighbridge invoice transactions are accounted for.

4.5 Updated Register of interests forms are not completed for all staff within Infrastructure Services.

5.
Key Observation
5.1
The continuing requirements of compliance with CCT legislation have hampered the full integration of the operational side of Roads Maintenance into the Roads Service (Refer 1.4).  The Head of Roads Service in March 2002 has outlined proposals which when implemented will considerably reduce the cumbersome administrative procedures associated with the charging and approving mechanisms.

6.
Other Observations
6.1
We would like to take this opportunity to thank all the staff from the Roads Maintenance Service 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.

6.2
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

7.
Auditee Response
7.1 A written response is required, to the Head of Service – Roads Services, with copies to all recipients of this report by 5 June 2002.

7.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date: 
8 May, 2002

Report No: IAR/08/05/02

Engineer 





Foreman Engineer 





Lower Foreman 





Lower Foreman 





Lower Foreman 





Quarry Manager 





Engineer / Technician 





Lower Foreman 





Lower Foreman 





Engineer / Technician 





Lower Foreman 





Higher Foreperson 





Engineer / Technician 





Engineer - Resources 





Training Supervisor 





Area Engineer 





Area Engineer 





Area Engineer 





Maintenance Manager 

































































Page 2 of 5

