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

To:
Harbourmaster – Ports & Harbours Operations
cc:
Executive Director – Infrastructure Services


Head of Finance 


Chief Executive



From:
Service Manager - Internal Audit 

Infrastructure Services – Ports & Harbours Operations

1.
Auditee and Background
1.1 The auditee is the Harbourmaster – Ports & Harbours Operations.


1.2
The Ports & Harbours Operations Division operates within an approved policy framework bound by a comprehensive package of directly specific and general primary legislation, statutory instruments, byelaws, standing orders and regulations. The two main statutory references are The Harbours Act 1964 and The Zetland County Council Act 1974. Underpinning recognition to comply with appropriate legislative requirements is a requirement to maintain the optimum environmental conditions in Shetland waters whilst conducting an efficient and cost-effective operation. Ports & Harbours Operations have achieved ISO 9001:2000 accreditation to ensure compliance with the Department for Transport Port Marine Safety Code.


1.3
Ports & Harbours Operations deliver the following services primarily to the oil industry but also the fishing industry and other parties:

(a) Pilotage - 24/7 pilotage service to ship masters for the ports of Sullom Voe and Scalloway.

(b) Vessel Traffic Service - 24/7 navigation service to ships entering / leaving the Sullom Voe Harbour Area.

(c) Launch Service - 24/7 service to board / land pilots and run moorings.

(d) Towage Service – 24/7 towage service for vessels entering or leaving the port of Sullom Voe.

(e) Aids to Navigation – Provision and maintenance of navigation lights, buoys, marks and beacons.

(f) Jetties and Piers – Provision and the maintenance of jetties, piers and associated navigational aids, plant and equipment.

(g) 
Others include – Safety & Quality Assurance, Management of Scalloway Harbour and other small piers, harbours and ports throughout Shetland and Contingency Planning / Pollution Response. 

1.4 
Ports & Harbours Operations are responsible for the management of budgets in excess of £35m for the year ending 31 March 2009. An analysis of the budgets at September 2009 is presented below.

	
	2008/09
	2007/08

	PRM Ledger (Harbour Account)
	£
	£

	Employee Costs
	5,416,014
	5,428,145

	Operating Costs
	1,199,242
	1,260,098

	Financing
	421,119
	288,573

	Income
	-16,299,830
	-14,978,981

	Recharges In
	6,850,769
	4,689,889

	Total
	-2,412,686
	-3,312,276

	Surplus transferred to reserves
	2,412,686
	3,312,276

	
	0
	0

	Support Ledger
	£
	£

	Employee Costs
	857,704
	841,959

	Operating Costs
	232,357
	217,501

	Financing
	17,704
	17,704

	Income
	-16,268
	-12,986

	Recharges In
	428,796
	417,297

	Recharges Out
	-1,520,293
	-1,481,475

	
	0
	0

	
	£
	£

	Capital Budgets
	
	

	PCM (Funded from Harbour Ac)
	145,775
	140,000

	RCM (Funded from Reserve Ac)
	5,102,100
	1,512,173

	
	5,247,875
	1,652,173


1.5 
Human Resources as provided by Ports & Harbours: 

	Description
	No.

	Harbourmaster
	1

	Management 
	3

	Pilots / VTS Operators
	13

	Towage 
	48

	Launch Crew
	21

	Engineering 
	18

	Assistant Pier Masters
	3

	Port Safety Officers
	2

	Stores
	5

	Harbour Assistants
	9


In addition to the above Ports & Harbours Operations are supported by the following administrative staff:

	Description 
	No

	Administration Manager
	1

	Finance Assistants
	5

	Clerical Assistant
	1

	Clerical Assistants / Receptionist
	2

	Cook 
	1


The Administration and Finance staff are a shared facility with Ferry Operations and 67% of their time is allocated to Ports & Harbours.

1.6
Apart from the day-to-day use of the standard working applications on the Council’s WAN (WORD, EXCEL, E-mail etc.) the principal services related computer systems used within Ports & Harbours Operations are:



VTS & Port Information System  - Web based vessel traffic system 

AMOS Business Suite – Maintenance & Purchase

AMPRO – Maintenance management software 

Chubb Inova Master - Building security system

Optimoor - vessel mooring application 

Autocad – Computer aided design package

2.
Audit Scope
2.1 This is an audit of Ports & Harbours Operations.

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 plans; 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; Debtor Management including credit facilities & terms, invoices, income completeness and bad and doubtful debts; Contract Management involving contractually enforceable arrangements and contract conditions; Capital Expenditure; Repairs and Maintenance including programmes, job sheets and permits to work; Stores including stock control and security, reorder levels, stock issue, periodic inventories / stock takes, obsolete stock and long term storage; Asset Management incorporating acquisitions and disposals, security registers and calibration; Port Safety including tanker inspections, ISO recommendations and risk assessments and Miscellaneous areas including vehicles, clothing, fuel, credit cards, travel and record retention and destruction.

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
Whilst it is apparent efforts are made to obtain competitive quotations this is not always done in accordance with Council Standing Orders.  Safe retention of actual contracts and destruction of contract documentation requires to be addressed.

3.2
Vehicle usage and a number of issues surrounding this area such as private use, on call issues, personal taxable benefits, insurance cover and logbook completion requires radical overview to ensure best value is being achieved in this area.

4. Audit Issues

4.1
XXX  

4.2
Risk assessments must be signed off by both assessor and manager and thereafter subject to regular review.

4.3
Steps should be taken to ensure debtors observe payment terms and all income due is collected.

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

4.5
A review of CHRIS and INTEGRA access levels is required to ensure access is appropriate and duly authorised.

4.6
A full review and costing of the kitchen facility at Sella Ness should be undertaken.

4.7
Travel requires to be booked and authorised in line with Council policy.

4.8
The Council’s Absence Management Policy must be observed.

4.9
Petty cash must be operated in accordance with Petty Cash Procedures. 

4.10
The table of dues should include all current charges and master file data should be updated as required.

4.11
The Council’s Employee Review and Development Policy must be adhered to.

4.12
Purchase Ordering Procedures should be observed.

4.13
Credit Card administration must be reviewed and thereafter utilised in accordance with Council procedures.

5.
Key Observation
5.1
Historically stock in the stores has been valued at last price. However it is anticipated that the new AMOS system will be able to produce an average price for all stock items as at 31st March 2009 in accordance with recognised accounting standards. 

5.2
Port Engineering has moved to a new maintenance management system, Ampro. As this is in the process of being built up, controls over maintenance procedures and reporting to management are not currently adequate.  This is recognised by the Port Engineer and accordingly, this area will be looked at in detail on follow up.

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 Executive Director – Infrastructure Sevices, with copies to all recipients of this report by 30th January 2009


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

Date:
22nd December 2008

Report No: AR/P&H/08/09
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