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To:
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cc:
Chief Executive


Head of Finance 

From:
Service Manager - Internal Audit 

ECONOMIC DEVELOPMENT UNIT
1.
Auditee and Background
1.1 The auditee is the Economic Development Manager who reports directly to the Chief Executive.

1.2 The Economic Development Unit (EDU) has a core function to provide strategic economic direction and policy guidance for the Council, the Community Planning Board and external agencies such as the Shetland Development Trust.  The EDU works under the guidance of Shetland 2012, which is the Local Economic Forum’s economic strategy.  This document has been refined to produce the Economic Policy Statement that relates to the term of this particular Council.  The Economic Policy Statement has also been drawn up within the framework of the Council’s Corporate Plan.  

Core Activities are established to meet the priorities and policies contained in the Economic Policy Statement.  These are:

· Economic Strategy/Policy Development

· Economic information, research and publication of statistics

· European advice, research and information

· Economic analysis in support of external grant applications

· Project Work – Renewable Energy and Broadband Communications

· Marketing - Establishing a Shetland Brand, Marketing Development Programme and promotional events

· Assistance schemes to support economic development / diversification in the economy as the oil industry declines and other structural changes take place.  

· Specific advice / guidance in relation to: Agriculture; fisheries; oil; tourism and community economic development.

The Economic Development Unit is undergoing a process of re-organisation.  A report is due to be presented to the Council by the Economic Development Manager which will detail the way forward for the Unit.

1.3 All aspects of the EDU’s services are delivered within the remit of the Local Government (Scotland) Act.  None of the work is mandatory, everything is discretionary.  

1.4
The Economic Development Unit is responsible for capital and revenue budgets totalling over £10m.  The 2005 / 2006 budgets are summarised below:

	
	£

	Support Ledger (Excluding Recharges)
	957,610

	Reserve Fund Revenue
	5,913,745

	Reserve Fund Capital
	2,767,500

	General Fund Capital
	800,000

	
	£10,438,855


1.5 The EDU establishment currently recorded on the CHRIS system is:

	Post
	Grade
	FTE’s

	Economic Dev. Manager
	Chief Officer
	1

	Head of Dev. Resources
	Chief Officer
	1

	Head of Business Dev.
	Chief Officer
	1

	
	
	

	Principal Officers
	APT&C
	3

	Development Officers
	APT&C
	7

	Development Assistants
	APT&C
	1.41

	
	
	

	Administration Manager
	APT&C
	1

	Admin/Clerical Officer
	APT&C
	2

	Clerical Assistant
	APT&C
	2

	
	
	

	Total Full Time Equivalents
	
	19.41


1.6 The main software packages utilised at present are:

	Package
	Description

	Microsoft
	Access, Excel & Word

	FMS
	Integra


2.
Audit Scope
2.1 This is an audit of the Economic Development 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, use of screen savers; Human Resource Management including staffing arrangements; overtime and expense claims, staff terminations and transfer, staff training, register of interest, holiday entitlements, recruitment, absence management; Financial Management incorporating purchase orders, budget monitoring, journals, virements, invoices, petty cash and lease payments; Approved Grant Schemes; Economic Development Administration including local business disbursements, ERDF Grant Claims, Contract Compliance, Statistical Returns and Renewable Energy Activities.

2.3
The audit scope period within which audit tests were performed was the nine months to February 2005.

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

3. Key Audit Issues

3.1 The financial administration and record keeping of the renewable energy activities should be reviewed.  Robust systems must be put in place to ensure that full reimbursement to the Council is achieved.

3.2
Standing Orders and Best Value Principles must be observed when renewable energy contracts are being let by Viking Energy Limited and / or any other consultants acting on behalf of the Council.

4.
Audit Issues
4.1 The practice of disbursement of grant to fund purchase lease agreements should be reconsidered and if necessary grant offer letters should be amended accordingly.

4.2 Grant conditions regarding the monitoring of accounts should be reviewed and thereafter adhered to.

4.3 Purchase orders should be created on Integra.  Purchase orders should be matched to the appropriate invoices prior to payment.  Goods received should always be evidenced.

4.4 The Petty Cash imprest should be administered in accordance with the guidance and appropriate documentation should be used to record transactions.

4.5 Council policy should be followed with regard to carrying forward annual leave and standard forms should be used.

4.6 Ensure that appropriate forms are used where Time Off in Lieu has been granted.

5. 
Key Observation

5.1
This audit has not covered the issues that are currently under review with regard to State Aid requirements. The Economic Development Unit are currently reviewing both the marketing and fisheries related areas and are in consultation with the appropriate bodies to ensure future compliance.  Once these areas have been agreed upon, agricultural issues will be reviewed.  This process should be complete by the time the follow up audit is carried out in approximately May 2006. Appropriate audit testing will be performed in relation to state aid at that time.  

6.
Other Observations
6.1
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.
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 Chief Executive, with copies to all recipients of this report, including Internal Audit by 13th June 2005.

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

Date:
16 May 2005
                                     Report No: IAR/May2005
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