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INTERNAL AUDIT REPORT
Confidential

To:
Contract Compliance Manager

cc:
Head of Legal & Administration


Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

Executive Services – Legal & Administration – Contract Compliance
1.
Auditee and Background
1.1 The auditee is the Contract Compliance Manager who reports directly to the Head of Legal & Administration.

1.2 
Contract Compliance is primarily responsible for monitoring adherence to Council Standing Orders and EU Procurement Regulations for Contract Tenders with an estimated value over £50K.  This involves undertaking a co-ordinating, administrative and advice-giving role with Departments to ensure the tender process is progressed appropriately from start to finish.

1.3  
The primary EU legislation which requires to be observed is implemented in Scotland by The Public Contracts (Scotland) Regulations 2006 which would apply to most Council contracts and the Utilities Contracts (Scotland) Regulations 2006 which more specifically would relate to activities at Sella Ness.

1.4 
Contract Compliance personnel comprise the full-time Contract Compliance Manager who is assisted on a part-time basis by the Assistant Contract Compliance Officer.

1.5 
The software utilised within Contract Compliance is:

	Function
	Description

	Microsoft Office
	Excel, Word, Access, Outlook & Internet

	Financial Management System
	Integra

	Financial Assessment Register
	Access Database (Read Only)

	Contract Compliance Database
	Access Database


1.6
The Contract Compliance budgets for 2006/07 and 2007/08 are detailed as follows: 

	
	
	

	
	2007/2008
	2006/2007

	Support Ledger
	£
	£

	Employee Costs
	56,263
	60,425

	Operating Costs
	4,830
	4,122

	Recharges In
	32,041
	30,601

	Recharges Out
	-93,134
	-95,148

	
	0
	0


2.
Audit Scope
2.1 This is an audit of Contract Compliance.

2.2 The audit encompassed 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 and Service Plan completion; Selection and Tender Process including procedures, training, invitation to tender, advertising, documentation, contractor vetting, submission return and opening of tenders; Tender Acceptance incorporating procedures, contracts, records maintained, contractor letters, contract standards and security; European Tendering legislation compliance and Miscellaneous incorporating purchase orders, overtime, expenses, performance reviews, Register of Interests and statistical returns.

2.3
The audit scope period within which audit tests were performed was the nine months to 30th September 2007.

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

3.
Audit Issues
It is acknowledged that resolution of all the undernoted issues requires contribution from senior management within Legal & Administration.

3.1 
Performance Reviews require to be undertaken on Contract Compliance personnel in accordance with The Employee Review and Development Policy.

3.2 
A Service Plan requires to be completed on an annual basis by Legal Services incorporating Contract Compliance therein. The plan for 07/08 has not been submitted.

3.3 
A systematic process for the destruction of both paper and any matching electronic files should be introduced.

4.
Key Observations
4.1 
A number of worthwhile initiatives such as the Contract Compliance Database, Approved Contractor List and lower value Procurement Procedures have been progressed since the previous audit. We are advised that current resource levels within Contract Compliance mean that further progress is unlikely particularly in relation to the Approved Contractor List, an initiative that has the potential to streamline the procurement process. The Contract Compliance Manager has made his line manager and the Chief Executive aware of this situation. A managerial decision will require to be made as to whether additional resources should be allocated. 
4.2 
Issues raised during Internal Audit’s contracts investigation undertaken in 2005 were recognised and some have been further developed within the Procurement Strategy. The strategy includes a section on competence and training. In order to progress this further the detailed information within the strategy will require to be progressed. The Chief Executive, who has delegated authority to progress the strategy, is currently considering the next steps to take.  Once these are decided Standing Orders and the Council’s Financial Regulations will also require to be consolidated and revised.

5.
Other Observations
5.1
We would like to take this opportunity to thank Contract Compliance staff for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. 
5.2
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 Head of Legal & Administration, with copies to all recipients of this report by 22nd February 2008.


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

Date:
25 January 2008

                                    Report No: IAR/CC0708
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