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To:
Capital Projects Unit Manager (Infrastructure Services)


Capital Projects Unit Manager (Community Services)

cc:
Executive Director Infrastructure Services


Executive Director Community Services


Head of Finance


Chief Executive

From:
Service Manager - Internal Audit 

Infrastructure Services & Community Services – Capital Project Units
1. 
Auditee and Background

1.1
The auditees’ are the Capital Project Unit Manager, Infrastructure Services and the Capital Projects Unit Manager, Community Services.

1.2
As both services draw on common resources, have had an overlap of responsibility and share a Service Plan (Draft), it was agreed that it would be more practical to carry out these audits jointly, thus avoiding any potential duplication of effort.

1.3
Accordingly, this report is being issued to both Capital Projects Unit (CPU) Managers and both Executive Directors.  All parties are aware that all findings will be identified within this report, albeit, where appropriate, they will be clearly attributed to the appropriate Capital Project Unit.

1.4 Main areas of responsibility:
· To make significant contribution to / be responsible for developing and implementing best practice procurement and project management guidelines in the field of capital procurement in line with the procurement policies of the Council;
· To manage the delivery of capital projects including responsibility and accountability for capital budgets;
· To secure the replacement of ferry and terminal assets and/or fixed links;  (CPU Manager, Infrastructure Service);
· To establish and lead project teams, each with a skill set appropriate to the project;
· To support member led consultation with communities and ensure that all stakeholder views are addressed by the project team;
· To act as the central point of contact for all stakeholder communications;
· To ensure compliance with European and national procurement guidance;
· To secure value for money and best value solutions to all investment decisions.
1.5 The main legislation, plans and procedures under which the Capital Projects Units operate are as follows:

· Construction Design Management Regulations 1994

· Financial Regulations 

· Standing Order Relating to Tenders and Contracts

· Capital Programme Method

· Capital Projects Procurement Guidance

· CPU Strategic Plan 2004 - 2007

1.6
In 2004/05 the CPU Managers are responsible for the management of budgets with a turnover in excess of £14 million. An analysis of the original budgets set for 2004 / 2005 is presented below:

	
	Infrastructure Services
	Community Services

	
	CPU
	CPU

	
	£
	£

	Revenue

Support Ledger budgets (excl recharges in)
	312,728
	683,533

	
	
	

	
	
	

	Capital Programme  - Community Services 
	
	

	Community Dev  Rolling Programmes
	
	399,000

	Education Named Projects
	
	1,951,000

	Education Rolling Programme
	
	916,000

	Social Care
	
	1,940,000

	
	
	

	Capital Programme -Infrastructure Services 
	
	

	Environment Named Projects
	4,988,000
	

	Ferry & Terminal Replacement
	3,472,000
	

	
	
	

	
	
	

	
	8,772,728
	5,889,533

	
	
	

	Total:
	
	£14,662,261


1.7
Establishment:

	
	Community
	Infrastructure

	
	Services
	Services

	Capital Projects Unit Manager
	1
	1

	Capital Project Managers
	2
	2

	Architect
	1
	

	Head of Clerk of Works
	1
	

	Clerk of Works
	3
	

	Quantity Surveyor
	2
	

	Quantity Surveying Technician
	1
	

	Architectural Technician
	1
	

	
	
	

	Engineer
	
	1

	Design Manager
	
	1

	Service Engineer
	
	1

	
	
	

	Administration / Clerical Assistant
	3
	

	Accountancy Officer P/T
	1
	

	Totals
	16
	6


1.8
The main software packages utilised at present are:

	Package
	Description

	Microsoft
	Access, Excel & Word

	
	Project

	
	

	MIS
	Integra

	
	

	P/P
	Chris

	
	

	Other
	KEYTERRA-FIRMA

	
	CATO

	
	AutoCAD

	
	Cymap

	
	MindManager x5 Pro

	
	MathCad

	
	Technical Indexes

	
	


2.
Audit Scope

2.1
This is an audit of both the Infrastructure Services Capital Projects Unit and the Community Services Capital Projects Unit.

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; Human Resource Management including staffing arrangements, training; overtime and expense claims and register of interests; Financial Management incorporating journals, virements, purchase orders, invoices, budget monitoring and petty cash; Contract Management including selection list vetting, tender evaluation, contract requirements including health and safety and risk assessment, payments to contractors, performance bonds, monitoring of works, review and grant claims.

2.3
The audit scope period within which audit tests were performed was the nine months to 30th  April 2004.

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

3. Key Audit Issues

3.1 Reports detailing significant overspends on individual capital projects must be timeously reported to the appropriate Committee and regular progress reports should be processed from the Capital Project Unit’s to the Capital Programme Management Team.

3.2 A policy should be established to ascertain when a Bond should be included as a contractual requirement.  In addition procedures should be established to ensure that the contractual requirement to have a Bond in place for a given contract is observed.

3.3 Evidence must always be obtained regarding health and safety requirements.  

4. Other Audit Issues

4.1 The requirement to report on the use of the Chief Executive’s Emergency Powers must be addressed.

4.2 Procedures should be established in order to monitor the movement of important documents to ensure adequate security and, where appropriate, release or return of Performance Bonds and signed Contracts.  

4.3 A procedure should be established to ensure that where an external consultant or professional body acts on behalf of the authority that the Council’s policies and procedures are adhered to.  Confirmation of regulatory requirements should be kept on file.  

4.4
Requisitions for certified contract payments should be adequately and consistently completed.  

4.5 Expense claim forms and overtime claim forms should be accurately completed and appropriately lined off and countersigned where required.

4.6
Access passwords to Integra require to be changed.

5.
Key Observation
5.1 The introduction of the new Capital Programme Method will resolve the reporting difficulties that have occurred in the past. Procedures are still being developed in this area. In addition, the implementation of the Capital Projects Procurement Guidance has resulted in a marked improvement in transparency and consistency regarding the quality / price evaluation processes, in particular in the pre-tender selection and contractor evaluation methods.

5.2
It was apparent throughout the audit that there is no consistency regarding the storage, use and movement of all routine documentation.  The sourcing of routine documentation was varied and inconsistent.

6. 
Other Observations

6.1
We would like to take this opportunity to thank all the staff from the CPUs 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. 
Auditees Response
7.1
A written response is required, to the Executive Director – Infrastructure Services & Executive Director Community Services, with copies to all recipients of this report by  23rd August 2004.


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

Date:
12th July 2004
                                              Report No: IA/CPU’s/0704
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