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

To:
Ferry Services Manager
cc:
Head of Transport Services

Executive Director – Infrastructure Services


Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

Infrastructure Services - Transport -  Ferry Services

1.
Auditee and Background
1.1 The auditee is the Ferry Services Manager.

1.2 
The Ferry Services Manager is responsible for providing the inter island ferry service.

1.3 
As an operator of passenger and cargo vessels, the Council is required to exercise strict control over its operation by use of a quality management system.  The Safety Management System complies with mandatory rules and regulations and takes into account applicable codes, guidelines and standards recommended by the International Maritime Organisation (IMO), Maritime and Coastguard Agency (MCA), UK Government, Classification Societies and the maritime industry. The policy is designed to ensure safety at sea, prevention of human injury or loss of life, avoidance of damage to the environment, in particular to the marine environment and to property.

1.4
The main software packages utilised at present are:

	Package
	Description

	Microsoft
	Access, Excel, Word, Outlook

	Financial Management System
	Integra

	Directional Data Systems (DDS)
	Ferry Ticketing System

	AMOS
	Maintenance & Purchase


1.5
The budgets relating to the Ferries Service for which the Ferry Services Manager is the Budget Responsible Officer (BRO) were as follows at September 2008:

	
	2008/09
	2007/08

	General Ledger
	£
	£

	Employee Costs
	5,291,887
	5,253,587

	Operating Costs
	202,328
	241,200

	Financing
	1,261,529
	1,325,081

	Income
	-1,439,161
	-1,442,605

	Recharges
	5,110,876
	5,265,622

	
	10,427,459
	10,642,885

	
	
	

	Support Ledger
	
	

	Employee Costs
	625,052
	672,136

	Operating Costs
	216,599
	248,576

	Financing
	8,648
	8,648

	Income
	-21,000
	-37,000

	Recharges In
	337,090
	347,483

	Recharges Out
	-1,166,389
	-1,239,843

	
	0
	0

	
	
	

	Capital Budgets
	420,564
	648,321


1.6
The current Ferry Services establishment provided by Human Resources for 2008/09 is:

	Post
	No

	
	

	Ferry Services Manager
	1

	Marine Superintendent
	1

	Assistant Marine Superintendent
	1

	Superintendent Engineer
	1

	Electrical Engineer
	2

	Marine Engineer
	3

	Senior Technical Engineer
	2

	Senior Masters
	6

	Masters
	18

	Senior Engineers
	7

	Engineers
	17

	Mates
	24

	Deckhands
	52

	Others
	18.8




In addition to the above, the Ports and Harbours Finance Section provide a financial service.  These costs (33% of their time) are apportioned to the Ferry Service at the year-end.  

2.
Audit Scope
2.1 This is an audit of Ferry 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, application of value for money and contingency arrangements; Human Resource Management including staffing arrangements, overtime and expense claims, staff terminations and transfers, time sheets, staff training and reviews, holiday entitlements, recruitment and absence management; Financial Management incorporating purchase orders, budget monitoring, journals, virements, invoices, petty cash, income and lease payments; Ferry Procedures including ticket issuing, cash collection and security, cargo charges, ferry and terminal maintenance, return completion, control of fuel and lube oil, use of PPE, discount tickets and ferry charters; Credit facilities incorporating approval process, reporting, invoicing, credit control and security; Contract Management involving contractually enforceable arrangements, contract conditions, and control of documentation; Capital Expenditure; and Miscellaneous matters such as vehicles, clothing, security, travel, retention and destruction of records and inventory control.

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

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

3. Key Audit Issues

3.1
Contract Standing Orders and the Public Contracts (Scotland) Regulations must be observed. Contracts must always be in place and contractors financially vetted. Contract documentation should also be effectively administered.

3.2
Maintenance concerns voiced by a senior member of staff require to be investigated and conclusions drawn.

3.3
Master deck log books and DDS Ferry ticketing reports do not reconcile accordingly there is no comfort that all money due to the authority is being collected.

3.4
Vehicle usage and a number of issues surrounding this area such as private use, on call issues, personal taxable benefits, servicing and logbook completion require radical overview to ensure best value is being achieved in this area.

3.5
The Charging for Council Services policy must be observed. Officials do not have discretion to deviate from policy and up to date charging structures must be applied.

4.
Audit Issues
4.1
Credit facility processes require to be reviewed to ensure policy is observed and all monies are collected.

4.2
Return to Work interviews require to be undertaken.

4.3
Employee Performance reviews should be performed in accordance with council policy.

4.4
A review of the issue and use of clothing is required to ensure best value is achieved.

4.5
Purchase Ordering Procedures should be observed.

4.6
Access rights are not appropriate for current CHRIS users.

4.7
Records require to be maintained and destroyed in accordance with the Council’s Retention and Destruction Schedule.

4.8
The purchase of mobile phone top up cards from petty cash is wholly inappropriate. If a mobile phone is required this must be sourced through the Council’s corporate contract.

4.9
Cash floats held on vessels must be adequately controlled.

4.10
Ferry Charters must be charged in accordance with the table of dues.

4.11
The Council’s Travel Procurement Procedures require to be followed.

5. Observations

5.1
Work is currently ongoing which could identify some savings in relation to lube oil.  Price comparisons for purchase of lube oil are being undertaken and initiatives which could streamline the cost of disposal of lube oil are being looked at. We feel this work has the potential to deliver worthwhile savings. Advice should be sought from contract compliance in relation to these initiatives.

5.2
During the audit it was noted that safes located on the ferries are controlled by combination locks.  Internal Audit consider the security of combination locks the number of which can be passed by word of mouth to be less secure than keys.  However, it is recognised that considerable investment has been made in combination safes and that other security measures are in place to ensure the security of the ticketing office, safes and money on board.

5.3
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.
5.4
This audit will be followed up in approximately twelve (12) months time when areas of concern identified, including verbal comments, will be reviewed.

6
Auditee Response
6.1
A written response is required, to the Head of Transport, with copies to all recipients of this report by 30th January 2009.


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

Date:
22nd December 2008
Report No: IAR/FS/08/09
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