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 FILLIN "Committee, Place, and Date and Time..." \* MERGEFORMAT 
INTERNAL AUDIT REPORT
Confidential

To:
Capital Programme Service Manager

cc:
Head of Service – Housing & Capital Programmes


Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

Executive Services, Capital Programme Service
1.
Auditee and Background
1.1 The auditee is the Capital Programme Service Manager.

1.2 Core Activities:

· Project Management – to manage a range of individual projects within the Council’s Capital Programme on behalf of the service users.

· Programme Management – to manage the Councils aspiration’s and to deliver a sustainable Capital Programme.

· Architectural, Quantity Surveying, Structural and Marine Engineering, Clerk of Works and Building Surveying services.   

· To design and supervise projects and to provide professional and technical advice to the Council.

1.3
The Capital Programme Service (CPS) is a discretionary service and works within the context of:

· CPS Service Plan

· CPS Quality Management System 

· Council Standing Orders

· Financial Regulations 

· Best Value

· EU Procurement Legislation

· Building Standards Legislation

· Planning Legislation

· Health & Safety Law 

· Construction (Design & Management) Regs 2007

The workload of the CPS is influenced by other strategies and plans as they impact on service departments, and is prioritised by the Councils Capital Programme Prioritisation system. 

1.4 The Capital Programme Service Manager is directly responsible for the following budgets:

	Support Ledger
	2008/2009
	2007/2008

	
	£
	£

	Employee Costs
	907,146
	870,767

	Operating Costs
	119,684
	125,222

	Depreciation
	1,648
	1648

	Income
	-40
	-104,040

	Recharges in
	157,202
	159,543

	Recharges Out
	-1,185,640
	-1,053,140

	Total
	0
	0


	General Ledger
	2008/2009
	2007/2008

	
	£
	£

	Feasibility
	400,000
	332,100

	CCTV 
	0
	169,555

	Contingency & Final Accounts
	220,000
	0

	Total
	£620,000
	£501,655


The CCTV budget was not spent in 2007/08 as an alternative revenue budget was identified.  It was stated by Management Accountancy that the requirement for this budget in 2008/09 is being addressed in the Capital Programme Out turn Report for 2007/08. 

The Client Services are responsible for individual contract budgets. 

1.5
The current establishment within the Capital Programme Service is as follows:

	Post Descriptions
	FTEs

	Service Manager
	1

	Accountancy Officer
	1

	Admin/Clerical Assistant
	3

	Apprentice Technician
	1

	Capital Projects Manager
	2

	Contract Manager
	4

	Senior Project Manager
	1

	Project Manager
	1

	Head of Clerk of Works
	1

	Clerk of Works
	2

	Senior Contract Manager
	1

	Design Manager - Engineering
	1

	Quantity Surveyor
	2

	Total 
	21


One Capital Projects Manager is currently on a sabbatical.

1.6 The main software packages utilised at present are:

	Package
	Description

	Microsoft
	Access, Excel, Word, Outlook, Publisher and Project

	Integra
	Financial Management System

	CHRIS
	Complete Human Resource Information System

	CadLine
	Autodesk/Drawing /Architecture/Map

	CATO
	Bills of Quantities and Valuations

	NBS Building
	Technical Specifications 


2.
Audit Scope
2.1 This is an audit of the Capital Programme Service, Executive Services.

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, software security and licensing, application of value for money, submission of service plans; Human Resource Management including staffing arrangements, employee details, overtime and expense claims, staff terminations and transfers, performance reviews and staff training, register of interests, holiday entitlements, recruitment, absence management and the security of employee records; Financial Management incorporating purchase orders, budget monitoring, journals, virements, invoices, petty cash, income and credit card security; Contract Management involving policy and legislative requirements, technical vetting, tender evaluation, exchange of contracts, health and safety requirements, risk management procedures, contract terms and conditions, payments, performance bonds, monitoring, review, security of documentation and criteria;  Miscellaneous including travel, retention and destruction and inventories.

2.3
The audit scope period within which audit tests were performed was the nine months to 31st March 2008.

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

3. Key Audit Issues

3.1
A robust system must be put in place in order to ensure the requirements, controls and procedures in connection with the acquisition of performance bonds exist.  An absent bond for an ongoing project should be acquired as a mater of urgency.  Previous commitments in 2004, to address issues surrounding performance bonds have not been implemented.

3.2 The Early Contractor Involvement budget must be clearly defined and the Anderson High School 2007/08 overspend reported. Budget reporting must be transparent and preferably include whole project/contract accountability.  

3.3 The project management and financial administration of the Mareel project must be clarified and the VAT situation rectified.

3.4 Until such time as an Approved Contractor List is established, inclusion to pre-selection for contractors that have a ‘poor track record’ must require approval by Head of Service level and not at Project Manager level.

3.5 In order to ensure best value, consideration should be given to increasing in-house provision of services because of the rising costs of consultancy.

4. Audit Issues

4.1 A minimum standard of requirements should be agreed and thereafter, external Quantity Surveyors should provide summary back up documentation to valuation certificates which should be checked by CPS prior to authorising payment.
4.2 Authorising signatories should always check financial documentation prior to signing. CPS should ensure that payments have appropriate back up documentation and variation to original contract prices or projected cash flows are identified, explained or reported as appropriate.

4.3 Valuation certificates should always quote the accepted contract price.

4.4 It should be established when/if Certificates of Non Collusion are required, and if so, they should be checked for signature during the tender opening process.

4.5 Return to work interviews should be carried out in accordance with the Absence Management Policy.

4.6 Overtime must have prior approval and claims checked before authorisation.

5. Other Observations

5.1
A systematic method of capital reporting to Finance has lapsed.  It has been agreed between CPS and Management Accountancy that CPS will devise and co-ordinate a robust system of capital reporting to Finance. 

5.2
We would like to take this opportunity to thank all staff for the time, patience and assistance afforded to Internal Audit during the course of the audit assignment. The positive attitude shown by staff was much appreciated during the audit.
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 Head of Service – Housing & Capital Programmes, with copies to all recipients of this report by  21st July 2008.


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

Date:
20th June 2008
Report No: IAR/CPS/0608
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