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	# 1.
	Miscellaneous - Travel
	
	
	
	

	
	
	
	
	
	

	
	A judgemental sample of 10 instances of travel carried out during the audit scope period was reviewed.  The findings for this sample are as follows:

· 1 travel request was not authorised.  This travel was booked and the credit card payment authorised by the same officer.

· 2 travel requests were inappropriately authorised

· 6 travel requests were booked prior to authorisation

· 5 travel requests were not authorised 14 days in advance.  3 of these were authorised after the travel had been carried out

· On 1 occasion the price on the invoice was significantly higher than the price quoted on the travel request.  This instance of travel was booked through Northlink Ferries.  This is not generally the most economic method of travel to the mainland although it is acknowledged that there could have been specific reasons for this.
· 1 instance of travel could not be found on the insurance database
	The Travel Procurement Procedure should be adhered to:

1. Travel requests should always be authorised by the Head of Service or above.

2. There should be segregation of authority where a travel request is paid for with a corporate credit card.

3. Where possible travel should be booked at least 14 days in advance.

4. The cheapest method of travel should be used where possible and where there are significant variations to the travel request they should be reviewed.

5. All instances of travel should be recorded on the travel insurance database.
	Harbourmaster
	
	

	
	
	
	
	
	

	# 2.
	Human Resource Management – Absence Management
	
	
	
	

	
	
	
	
	
	

	
	A Seagate report was created detailing Ports and Harbours staff sickness over the audit scope period.  68 employees were reported sick over the period and in at least 31 cases a return to work interview (RTWI) was deemed to be required. 

It was stated by the Ports and Harbours Administration Manager that the Finance Assistant maintains absence management records and updates a spreadsheet detailing all absences and when RTWIs are required.  She then emails the spreadsheet out to some Managers for them to act upon. The Finance Assistant completes no RTWI paperwork and no follow-up action is triggered for interviews not completed.

The Administration Manager, Port Engineer and Marine Operations Manager have all stated that they are aware interviews should be taking place but have not carried out any interviews to date.
	1. The requirements of the Council’s absence management policy should be fully complied with.

2. The process of monitoring sick absences should be reviewed to ensure managers are being informed when interviews are required and a follow-up system put in place to catch any interviews missed.

3.
Formal return to work interviews should be carried out timeously and documented.
	Harbourmaster
	
	

	
	
	
	
	
	

	# 3.
	Debtor Management
	
	
	
	

	
	
	
	
	
	

	
	Integra master file data

Integra master file data has not been updated to reflect the 2008/09 Table of Dues.  This results in Finance staff having to check and change prices each time an invoice is raised.   That said, due to the diligence of the Finance staff, all invoices in the sample reflected the correct charges.  

Tanker Invoices

For a sample of 20 tanker visits, an Agents Declaration (form SV1) and Notification of Vessel Entering the Port (Form SV2) were completed and confirmation of advance funds to cover the call to the port were all evidenced.

On three occasions the invoice was raised after 7 days from date of supply. These occasions were due to receiving paperwork late from the Agent. 

On 17 occasions the invoices were paid by the Agents between 1 and 13 days after the due date, resulting in approximately £1k loss of interest.  If extrapolated to 2007/08 tanker movements (204) this would reflect an approximate loss of interest of £10k per annum. 

A discussion with Income and Recovery revealed that nearly every tanker invoice issued requires at least a stage 1 recovery letter prior to payment.  

Other Invoices

From a random sample of 20 invoices all charges reflected the appropriate charge on the Table of Dues with the exception of the following:

· In one instance the charge was not published on the Table of Dues.  This was a new rate for an offshore storage warehouse facility which was available from September 2007.  The Table of Dues has not been updated to reflect this new facility.

Three of the invoices were for re-imbursement of jetty maintenance costs from BP.  These were reconciled to back up documentation.  The charges from third parties were confirmed through Test Contract Management 5.
	1. Master file data should be timeously updated on Integra.

2. New facilities and associated rates should be published on the Table of Dues.

3.
A letter should be issued to tanker Agents to remind them of their agreement to pay funds over within seven days of issue of invoice.
	Administration Manager
	
	

	
	
	
	
	
	

	# 4.
	Employee Review and Development
	
	
	
	

	
	
	
	
	
	

	
	It was seen from the Sullom Voe Harbour Authority Safety Management System that a policy relating to competence and Training is in place, this does not cover the requirements in the SIC ‘Employee Review and Development Policy’. 

From September 2007 to March 2008 a programme of review and development meetings with all tug and launch crew employees resulted in 98.55% of these members of staff being interviewed.  Some of these are now out of date.  It was stated by the then Depute Port Operations Manager that the current delay is in order to align various groups so that interviews become due in a similar time period. 

From a random sample of 10 employees, the results are as follows:

· Three employees have not received a formal/recorded review and development session;

· Two reviews were out of date, however one is scheduled to take place with other launch crew appraisals;

· One employee confirmed that an interview had taken place but no paper work could be located;

· The Interviewing Manager had not signed one interview sheet;

· On two occasions the Second Reviewer did not sign off the forms.
	1. A review should be undertaken to identify all employees who have not received a formal/recorded review and development session.  Thereafter, a programme of reviews should be devised and maintained covering all staff.

2. The recommended documentation should be utilised and appropriately signed off by line management and a second reviewer.  

3. The documentation should be securely located.

	Harbourmaster
	
	

	
	
	
	
	
	

	# 5.
	Financial Management – Purchase Orders
	
	
	
	

	
	
	
	
	
	

	
	As the RAST/AMOS system is used for the majority of purchases and there are relatively few orders done out with stores it was agreed that rather than run three different order systems, Port Operations would operate AMOS and manual orders only.

A judgemental sample of 20 payment transactions processed during the audit scope period was reviewed.  The findings for this sample are as follows:

· 1 purchase order was inappropriately authorised.

· 1 payment was inappropriately authorised.

· Goods received was not done on 1 occasion.

· 3 payments were not processed timeously, however payment performance is currently 2% above the Council average.

· On 1 occasion the employee that authorised the purchase requisition form only has authority to sign up to £2,500 but the invoice value was £7,126.04.

It would appear that the authorisations detailed in the Authorised Signatory Database do not reflect the requirements detailed in the Purchase Ordering Procedures quoted above.

During the testing of purchase orders, it was noted that accounts were being received and settled for hotel bills and expenses for towage vessels dry docking.  It is Council policy for this type of expenditure to be claimed through expenses via payroll.  Payroll ensure that all expenses are legitimate, fully accounted for and comply with approved policy.  However, in the case of ex Towage employees, it has been confirmed by Personnel that TUPE rules along with custom and practice must be applied until conditions are re-negotiated.  Harmonisation with Council terms and conditions will be negotiated and introduced where appropriate along with single status negotiations.  This area will be reviewed during the follow up.
	Purchase ordering procedures should be followed:

1. Purchase orders should be authorised by an appropriate authorised signatory.

2. Payments should be authorised by an appropriate authorised signatory.

3. Goods received should always be evidenced where appropriate.

4. All payments should be processed timeously to meet the terms of invoice which is usually 30 days.

5. Purchase requisition forms should be signed by an appropriate authorised signatory.

6. Authorisation details on the Authorised Signatory Database should be reviewed and updated where appropriate.
	Administration Manager
	
	

	
	
	
	
	
	

	# 6.
	Port Operations – Debtor Management
	
	
	
	

	
	
	
	
	
	

	
	Jetty Maintenance

Income is received against contracted services provided to BP for maintenance and repairs for jetties and spur booms. An agreement is in place whereby these maintenance contract invoices become due fifteen days after the date of receipt.  For this purpose, the invoices are always posted recorded delivery with a letter quoting clause 5(d) of the Agreement and to remind BP that payment is due within 15 days of their receipt of the account.

From a sample of seven invoices it was noted that payment is not normally made within fifteen days but up to an additional 27 days credit over the agreed 15 days has been taken.    Income & Recovery have confirmed that they were unaware that there were special terms on these invoices and have treated them according to the normal 30 day terms.  

For completeness, a copy of the Agreement was eventually sourced.  It transpires that the terms of the original agreement involves penalties for late payment.  Penalties have never been applied to late payments.

From the sample of seven invoices, the interest lost to the authority amounts to over £12,000.

Scalloway & Other Small Harbours

Many of the services provided and detailed on the published Table of Dues are for facilities or services that amount to much less than £30.   Since the issue of the Sundry Debtors Procedures in January 2008, the Finance Section have not raised invoices for under £30 but have been accumulating charges until the charge amounts to £30 or more.  On some occasions the amount may never reach £30 and the charges are out of date.  A meeting with the Income and Recovery Manager was held to discuss how to resolve these issues.  Various methods of payment were discussed that included more use of MOTO (taking credit/debit card payments over the phone) and online miscellaneous payments.


	Jetty Maintenance
It should be restated to the oil industry the terms under which we operate ie monthly billing and a 15 day payment period with interest charged thereafter.  This will forewarn the industry that we will now be charging interest as per the original agreement from a specified date.   Procedures should be put in place in consultation with the Income and Recovery Manager to ensure this happens.

Scalloway & Other Small Harbours

All debt, including small sums, must be collected, but done in an efficient and effective manner. Various options should be investigated with the assistance of the Income and Recovery Manager.
	Harbourmaster / Administration Manager
	
	

	
	
	
	
	
	

	# 7.
	Contract Management
	
	
	
	

	
	
	
	
	
	

	
	There is no contract/tendering as such for dry docking of the tugs but the Engineering Superintendent has gone through a procedure of contacting a number of the yards in Britain and Ireland and some Nordic ones who have the capacity to take the tugs.  There is no advertising or financial appraisal. 

There is a contract in place for automatic gangway access towers that was done through Contract Compliance.   BP reimburses the Council for the payments.  The contract was not evidenced as there is uncertainty about its location although an excerpt was found.  Accordingly some aspects of the contract could not be ascertained. (Contract subsequently located in Port Operations archives)

There is a long standing contract for jetty maintenance that is due for renewal in 2009 and was tendered through Contract Compliance.  The original contract was for three years and was extended for a further year.  BP reimburses the Council for the payments.  A copy of the contract was evidenced but there is uncertainty as to the location of the original document. (subsequently located)

The Contract Compliance Manager has stated that Section 11 of the 2006 Regulations specifies that that there should be “a degree of advertising which is sufficient to enable open competition and meet the requirements of the principles of equal treatment, non-discrimination and transparency”.  This was notified to all Heads of Service by e-mail/memo on 9 January 2008.  All the contracts examined accorded with this, the only exception being the payments to Dales, which are not made as part of a contract.

The external auditors have also been informed that the Council will carry out a review of vessel docking contracts as part of its focus for efficiency activity in 2008/09.

Retention and Destruction

It is thought that two of the original contracts are held in the office of the Consulting Engineer but this could not be ascertained.  This will be followed up.  A copy of the Malakoff contract was located in the Consulting Engineer’s site office at the terminal.

The Port Engineer stated that there is not currently a system in place for destroying the documentation for unsuccessful tenderers after one year or for systematically destroying documentation for expired contracts under the terms of the Retention and Destruction Schedule.  .  This is an area that he agrees should be looked at in conjunction with Contract Compliance, the Administration Manager and with consultants administering contracts on behalf of the Council.

With regard to the requirement to destroy the documentation for unsuccessful tenderers after one year, the Contract Compliance Officer stated that this requirement is not statutory but best practice and he thought that this was too short a timescale.  He stated that it is something that requires to be reviewed and that it was flagged in the recent audit of Contract Compliance.


	1. The Engineering Superintendent should liaise with Contract Compliance to ensure that the current procedure for dry docking of tugs meets the requirements of Council Standing Orders and the 2006 Utilities Regulations and financial vetting of the company should take place.

2.
Attempts must be made to locate the original contract documents and thereafter consideration should be given to lodging all original contracts with Contract Compliance and using working copies.

3.
A system should be devised, in conjunction with the Administration Manager and Contract Compliance to ensure that all contract documentation is appropriately administered and the requirements of the Council’s Retention and Destruction Schedule met, where appropriate.
	Harbourmaster
	
	

	
	
	
	
	
	

	# 8.
	Stores & Workshop Area – Disposal of Surplus stock
	
	
	
	

	
	
	
	
	
	

	
	A review of the stock written off as obsolete in March 2008 (£42,903 for Ports and £12,550 for Ferries) revealed that some items were past their use by date and had therefore been disposed of with other stock sold off. 

However it was noted that a significant amount of the items written off had not  been disposed of and were now located in the long term store.  Whilst it was stated it was the intention to dispose of some of these items we were advised other parts were now not considered obsolete as it was hoped they could be utilised at a future date.

Another item with a value of £39,134 was skipped with no consultation with Asset & Properties.
	1. Any future disposal of obsolete stock must be undertaken timeously and in accordance with the requirements of the Financial Regulations.

2. Items no longer considered obsolete should be written back into stock.

	Storekeeper
	
	

	
	
	
	
	
	

	# 9.
	Port Safety – Risk Assessments
	
	
	
	

	
	
	
	
	
	

	
	Ports Engineering has a number of risk assessments covering general working practices and is using the same format as that used by Building and Roads Services.  This was agreed between Building Services and the Safety Officer, as it is more suitable for technical jobs.  The review date for all these was 16/7/08.  Those in the file had not been signed by the assessor or the line manager although their names are shown on the face of the document.  
	1.
All outdated risk assessments should be reviewed as soon as possible and thereafter at stipulated intervals.

2.
Hard copies of risk assessments should be signed by both assessor and line manager.

	Port Engineer
	
	

	
	
	
	
	
	

	# 10
	Ports & Harbours Operations – Petty Cash
	
	
	
	

	
	
	
	
	
	

	
	Cash held and current receipts reconcile to the imprest of £150.

From an analysis of petty cash usage it was noted that petty cash is being used for inappropriate items for example:

· Up to £190 has been reimbursed for the purchase of mobile phone top up cards.  All mobile phone arrangements should be through ICT.

· Direct re-imbursement of expenses eg Starbucks Coffee House  - £70.  Although this expense may be acceptable under TUPE, there should be BRO approval prior to payment.

· Reimbursement for groceries for use in the kitchen are included in personal shopping – there are various individual amounts ranging up to  £65.  

It would appear that personal benefits may be received from purchasing goods at Tesco and the Co-op.  

Cash is currently being paid out by the imprest holder for items that may be inappropriate.  The transaction is then posted to Integra by finance staff without recourse to the relevant BRO.  This means various purchasing controls and authorisations by BROs are being by passed.

Proof of expenditure and receipts are normally always obtained. On six occasions there are no receipts,  one of these being for a £50 top up card.
	1.
Payments from cash imprests should be limited to minor items.  If absolutely necessary, anything more than minor items should have the approval of the BRO and not just the imprest holder.

2. Employees receiving petty cash should be requested to sign for it and a record retained.

3. Council expenditure should be accounted for separately and not included in personal shopping.  All receipts should be complete.

4. If considered value for money, personal benefits should be monitored. 

5. Management should consider whether procuring consumable items through petty cash is achieving best value.

6. Section 9 of the ICT Security Policy regarding mobile phone usage should be adhered to in order to ensure value for money.

7.
Receipts or proof of expenditure must be provided to the imprest holder.
	Administration Manager
	
	

	
	
	
	
	
	

	# 11
	General - System Access Controls
	
	
	
	

	
	
	
	
	
	

	
	Integra Access

There are 10 Integra users in Ports & Harbours.  Request for Access to Integra forms could not be found for two users.  One of these users is a long-term employee of the Council and may have been set up when the system went live in April 1999.  All users have appropriate access.

CHRIS Access

There are four CHRIS users in Ports & Harbours.  Requests for CHRIS access forms were located for all four users.  A Seagate report was run detailing access for the four users.  This report was then checked to the approved access forms.  All four users had substantially more access on the report than the approval forms.  One user has input / amend access to screens but was only granted view only access on the request form.
	1. Request for Integra access forms should be filled out prior to a new user being created. 

2. CHRIS access should be reviewed and amended where appropriate.

	Administration Manager
	
	

	
	
	
	
	
	

	# 12.
	Port Operations - Financial Management
	
	
	
	

	
	
	
	
	
	

	
	The Administration Manager is the BRO for the kitchen budget (PRM0150). The facility has been reviewed over the last six months.  Currently there is a very comprehensive system of monthly stock taking, daily usage, wastage and income resulting in a daily cost per meal and a profit or loss for the day.  The information is collated by a combination of office and kitchen staff ensuring segregation of duties and internal controls.  

The results are collated to show a monthly profit or loss.    As a result of a six months analysis carried out by the Administration Manager, the prices were increased on the 1st October 2008.  However, October’s figures still show an overall loss.  This would appear to be the result of very high levels of wastage.

A random sample of six separate days usage sheets, canteen summary sheets, weekly lunch record takings, to banking reports were checked and reconciled to the income costs centre PRM0151 4201.

A significant amount of work has been carried out in this area and the situation is being monitored in detail by the Administration Manager, to ensure that future income covers the actual cost of food supplies.  This is currently considered the break even point.

Because of the history and the requirement for a kitchen facility at Sella Ness, it has been custom and practice to ensure that income (subjective 4201) covers purchase of food supplies (subjective 1282) only.  All other direct costs eg salaries, equipment etc are monitored against budget but are in fact not taken into consideration for break even purposes.  Other overheads such as electricity, rates etc do not appear in the account. The Administration Manager monitors the sale of meals income to the meal supplies in detail and vires funding between these subjectives when possible eg when income exceeds budgeted levels.  In the last financial year, a further £12,000 was vired from other budget heads in order to fund food supplies.   If this virement were not made there would have been a loss on the account.
	The whole real cost of providing the kitchen facility at Sella Ness should be identified and the facility considered as a whole and not on income / food supplies alone.  The prices charged should bear some resemblance to the actual real costs of providing them or the full level of subsidy acknowledged.  Monitoring whole costs / cost centre bottom line will result in the actual level of subsidy being quantifiable.  

Further to a full review, consideration should be given to the pricing structure and whether external workers / visitors etc should be subsidised to the same level as port administration based staff.

Consideration should be given to the level of service, number of hours and selection of goods on offer in order to reduce the amount of wastage that is recorded.
	Administration Manager
	
	

	
	
	
	
	
	

	# 13.
	Shift Patterns 
	
	
	
	

	
	
	
	
	
	

	
	XXX
	XXX
	Harbourmaster
	
	

	
	
	
	
	
	

	# 14.
	Log Books
	
	
	
	

	
	
	
	
	
	

	
	From a judgmental sample of six vehicles:

Logbooks

Logbooks are not being maintained and in cases where they are the detail recorded is not sufficient.

Insurance

In one case the driver was not insured as the required documentation had not been submitted to Insurance & Risk despite reminders being issued. Insurance & Risk had not been provided with details of one vehicle.

Private Use Approval

Private use approval has not been submitted for 2008/09. A blanket request for authorisation had been submitted for 2007/08. 

The Council is paying individuals’ personal taxable benefits.

Call Outs

For a period of six months no callouts involving the use of the vehicles could be identified.

Audit & Scrutiny submission

The Audit & Scrutiny requirements were not fully undertaken as the guidelines did not require submission for vehicles on call.
	1. Logbooks must be accurately and fully completed.

2. A review of all drivers and vehicles must be undertaken to ensure all are insured / advised to Insurance & Risk. Steps must be taken to ensure the driver identified is insured with immediate effect.

3. A system should be in place to ensure Insurance & Risk are timeously advised of vehicle changes.

4. A review of whether personal taxable benefits should be paid, on employees behalf, requires undertaken to ensure this is appropriate with the implementation of Single Status imminent. Internal Audit understands the Expenditure Manager is to review this matter before the end of the tax year and prior to single status implementation. 

5. A comprehensive review of vehicle usage (private and business), call out arrangements and capital expenditure on vehicles is required to be undertaken by the Harbourmaster to ensure that utilisation of these assets is effectively administered to ensure best value is apparent. The payment of Essential Car User allowances in some cases may well be more cost effective than the provision of a vehicle and all the capital and revenue expenditure costs this entails.  It has been stated that BP are happy to pay the invoices to cover taxable benefits and vehicle usage. However if the Council wishes to provide a competitive service and treat employees equitably this must be looked at. 

6. Only once such a comprehensive review has been undertaken can realistic representations be made to the Head of Finance in relation to private usage from 2009/10 forward. Notwithstanding this a justification of the current situation for 2008/09 is required to be submitted to the Head of Finance.

7. It is acknowledged that in some cases TUPE issues will require negotiated and also that other issues such as response times, ready availability of tools, potential weather issues, service level agreements (if any) etc will require to be taken into consideration.

8
The need for 24/7 call scenarios requires to be reviewed to ensure the Council’s duty of care to employees is observed and European 
Working Time Directives are not breached.
	Harbourmaster
	
	

	
	
	
	
	
	

	# 15.
	Issue of Uniforms / Value For Money
	
	
	
	

	
	
	
	
	
	

	
	Logos are not on items of clothing issued, resulting in personal taxable benefits falling due. These personal taxable benefits are currently paid by the Council.
	1. A review should be undertaken to determine whether non-protective clothing should continue to be provided by the Council.


and thereafter

2.
If it should, then a review of whether personal taxable benefits should continue to be paid, on employees’ behalf, by the Council would require undertaken. This would determine whether this is appropriate with the imminent implementation of Single Status. Internal Audit understands the Expenditure Manager is to review this matter before the end of the tax year and prior to Single Status implementation. 

and / or

3.
The issue of whether putting logos on clothing would be cost effective and produce financial savings should be reviewed.
	Harbourmaster
	
	

	
	
	
	
	
	

	# 16.
	Miscellaneous – Credit Card Facilities
	
	
	
	

	
	
	
	
	
	

	
	The Harbour Master and the Port Engineer currently hold credit cards.  During testing the following issues were highlighted:

· Travel was booked directly by the cardholder without an authorised travel request and thereafter the credit card analysis sheet was authorised by the same employee resulting in unauthorised travel and no segregation of authorisation.

· Travel is not always being booked through a designated Travel Co-ordinator and therefore all controls within the Travel Procurement Policy cannot be assured

· A credit card was used for the payment of car hire. 

· Purchases were made from local shops without a purchase order.  Thereafter, the credit card analysis sheet was authorised by the same employee resulting in no segregation of duties.

· Hotel accommodation abroad was paid directly by credit card.

· On occasion, UK hotel accommodation is being paid by the Harbour Master via credit card, however these instances involved TUPE employees and this current practice will continue until harmonisation of conditions are negotiated.  

The use of the credit card has enabled Port Operations to by pass some of the internal controls that are in place through the various procedures and policies referred to.

It is recognised that Port Operations were granted credit card facilities prior to some of the procedures and policies being in place.  However, cardholders and usage should now be re-considered in light of the various policies.
	A review of who holds credit cards and how the facilities are used in Port Operations should be carried out in conjunction with the Payments Manager with the aim of bringing the facility into line with the current credit card procedures and other relevant policies.
	Harbourmaster
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