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

To:
Head of Service -Transport

Transport Operations Manager 

Transport Strategy Officer

cc:
Executive Director – Infrastructure Services


Head of Finance 


Chief Executive




From:
Service Manager - Internal Audit 

Infrastructure Services  - Transport

1. Introduction

This is an audit of Transport, which has identified a significant number of areas where controls are inadequate.  It is acknowledged that Transport has undergone and is currently still undergoing major changes in staffing both at managerial and administrative level.  Current staff have been fire fighting to keep the service afloat whilst getting to grips with the functions of the service. Recognition must be given to the commitment these individuals have given under difficult circumstances.  However, it is essential that all staff must be aware of, and implement, the appropriate policies and procedures required to properly operate the service. We have identified a number of issues throughout the service but will not have covered every matter that requires review. We would suggest that the service requires a comprehensive procedural review in order to ensure that all areas are fully understood and functioning appropriately within Council and legislative requirements.  This would be part of the implementation of the structural review already undertaken and approved.

2.
Auditee and Background
2.1 The auditees are the Transport Strategy Officer and the Transport Operations Manager who are temporarily carrying out the duties of these posts, however, as it has now been determined that these individuals will not hold these posts on a permanent basis, the report is also addressed to the Head of Transport for a formal response.

2.2
A Minute of Agreement between SIC and Shetland Transport Partnership (ZetTrans) was agreed in November 2006.  This Agreement enabled certain functions relating to public transport, which were at that time undertaken by the Council to be transferred to ZetTrans.  The provisions of the agreement state that the Council shall act as agent of the Transport Partnership, and Council officers will provide services to the Transport Partnership.

2.3 The core activities for Transport are:

· Provision of local bus services on behalf of ZetTrans

· Operation of bus services

· Operation of bus station

· Provision of internal air services and management of airport infrastructure

· Provision of transport services for all statutory functions within the Council including Education and Social Care covering school transport and additional support needs

· Fleet management services covering procurement, maintenance and disposal

· Taxi Licensing Scheme

· Concessionary Travel Scheme

· Statutory functions of ZetTrans including strategic planning. 

2.4 The following legislation is applicable:

Transport (Scotland) Act 2005

Transport Acts 1968 and 1985

Public Passenger Vehicles Act 1981

Road Traffic Acts 1960 and 1988

Civic Government (Scotland) Act 1982

Disability Discrimination Act 2005

Public Service Vehicles Accessibility Regulations 2000

Vehicle Inspectorate, Traffic Commissioner and Department of Transport regulations

Education (Scotland) Act 1980 and 1996

Civil Aviation Act 1982

2.5 
Transport budgets for which the Transport Operations Manager and the Transport Strategy Officer hold responsibility with effect from October 2008 are as follows:

	
	2008/09
	2009/10

	General Ledger
	£
	£

	Employee Costs
	475,292
	410,995

	Operating Costs
	4,685,479
	4,942,124

	Financing
	158,170
	163,375

	Income
	-635,990
	-632,338

	Recharges
	302,760
	341,474

	
	£4,985,711
	£5,225,630

	
	
	

	Capital  
	
	

	FMU Rolling Programme
	£1,000,000
	£1,080,000

	
	
	

	Support Ledger
	
	

	Employee Costs
	110,919
	114,735

	Operating Costs
	12,416
	8,389

	Income
	-46,125
	-47,048

	Recharges In
	131,396
	182,879

	Recharges Out
	-208,606
	-258,955

	
	0
	0


2.6
A report was approved on 5th May 2009 that agreed the following establishment:

· Service Manager – Air, Bus and Vehicle Fleet 

· Service Manager – Transport Planning & Support

· Transport Strategy Officer

· Assistant Transport Officer (Career Graded)

In addition to the above the following posts are currently recorded on CHRIS:

	
	Full Time Equivalents

	
	Permanent F/T & P/T
	Relief

	Air Services
	2.09
	

	Fleet Management Unit
	14.00
	

	Transport Assistant
	1.00
	

	Receptionist/Clerical Assistant
	1.00
	

	ASN/Social Care Drivers
	5.00
	0.027

	Bus Drivers (Whalsay)
	1.027
	0.081

	Bus Escorts
	0.946
	0.081

	Bus Station Attendant
	1.00
	

	
	26.063
	0.189


Financial and administrative support is provided through the Administration Officer based at Gremista and the Clerical Officer based at Grantfield.

2.7
The following  software packages and systems are used by Transport:

	Microsoft Office Suite
	Word, Excel, Access, Outlook

	Financial Management System
	Integra

	ERG Ticketing System
	Records journeys, concessions etc

	Dial-a-Ride (Web Based)
	Booking system

	Innovator (Web Based)
	Transport Scotland Database (old)

	One Scotland (Web Based)
	Accessing public services (new)

	Triscan 
	Fuel Software System

	Servitor
	Maintenance / financial records

	Tranman
	Fleet Management Software 


3.
Audit Scope
3.1 This is an audit of Transport.

3.2 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 prevention of interruption of critical areas of operation; Human Resource Management including staffing arrangements, overtime, staff terminations and transfers, time sheets, staff training, holiday entitlements, recruitment, staff screening, absence management and security of files; Financial Management incorporating purchase orders, budget monitoring, invoices, petty cash, income and leasing arrangements; Contract Management involving contractually enforceable arrangements, conditions, documentation, criteria and tender evaluation; Capital Expenditure covering representation of enhancement, approval and monitoring; Transport Services covering concessionary travel schemes, ticket information, aircraft movements, aircraft fuel, taxi licensing, operating licences, vehicle maintenance, MOT arrangements, asset registration and log books; Miscellaneous incorporating Stock Control, Statistical Returns, Grant Claims, Travel, Records Retention and Destruction and Risk Assessments.

3.3
The audit scope period within which audit tests were performed was the nine months to December 2008.

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

4. Key Audit Issues

4.1
The administration and controls surrounding bus contracts must be reviewed to ensure the following:

· Standing Orders and contract compliance requirements are adhered to.

· All local scheduled bus service arrangements should be formalised and appropriate contracts in place. There should be signed Conditions of Contract and signed Tender documentation for each service provided.

· All school and ASN related contractor drivers must have enhanced disclosure that should be renewed at 3 yearly intervals.

· Vehicle certification and public liability insurance should always be evidenced

· Changes to contract conditions or rates must be documented.

· A transparent and fair process must be developed and advertised in order to maintain and utilise a small contractor select list. 

4.2
Procurement of professional services and any other services for ZetTrans undertaken by Council officers must undergo the same rigorous processes as applied by the Council’s Standing Orders and Procurement Rules.

4.3
Current year service requirements for Education, ASN and Social Care and associated budget under estimates must be clarified and appropriate virements sought and found to address the situation.

4.4 Service provision to other services and associated budget responsibilities must be determined and laid down in Service Level Agreements covering all eventualities. 

4.5 Employed drivers and escorts must have enhanced Disclosure Scotland checks.

4.6 Actual working costs incurred at the Garage require to be reviewed to determine accurate hourly charge rates in order to ensure that charges to third parties and other services accurately reflect the costs incurred.

4.7 Clear policies, procedures and guidance notes for the various Transport functions should be developed and communicated to staff.

4.8 Corporate policies should be communicated to staff and adequate training provided.

5. Audit Issues

5.1 Contract documentation should be retained according to the Retention and Destruction Schedule.

5.2
The Employee Review and Development Policy should be adhered to. 

5.3
Staff involved in the recruitment process should be fully trained and the policy observed.

5.4 Roles and responsibilities regarding the claiming and monitoring of grant income must be clarified in order to ensure all money due to the Authority is actually received.

5.5 The Garage should allocate separate job tickets to each vehicle, day works should be accurately costed and BROs should be provided with accurate costings. 

5.6 Regular independent stock checks of fuel are required and the practice of monitoring fuel usage should be reinstated.  

5.7 Airport charges should be levied in accordance with the agreed pricing structure. Steps should be taken to ensure adequate insurances are in place. Accounts should be sought from Direct Flight in accordance with requirements.

5.8 Working time regulations should be adhered to, to ensure that employees take regular breaks as required by the Working Time Regulations and Health & Safety requirements. 

5.9 Overtime claims should be checked prior to authorisation and pre-authorisation should be completed and approved prior to overtime being worked.

5.10 The Absence Management Policy should be followed.

5.11 Petty cash procedures should be adhered to.

5.12 Annual leave must be approved, dated and records retained for the required three year period.

5.13 All income should be banked regularly and reconciliations carried out.

5.14 Invoice requests should always be appropriately authorised.

5.15 Risk Assessments should be carried out where appropriate.

5.16 A review of all types of data held should be undertaken and requirements reflected in the Retention & Destruction Schedule.

5.17
Purchase Orders should always be completed where appropriate and goods received should be evidenced prior to payment authorisation. 

6. Key Observation

6.1 The Minute of Agreement between the Council and Shetland Transport Partnership should be complied with ensuring that Council Officers provide services on behalf of the Council acting as agent.  In the interest of following the public pound etc and in the absence of any independent rigorous standing orders etc, Council standing orders, procurement rules, financial regulations and all other Council policies should be applied.

7.
Other Observations
7.1
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.
7.2
This audit will be followed up in approximately twelve (12) months time when areas of concern identified will be reviewed.

8.
Auditee Response
8.1
A written response is required by the Head of Transport to the Executive Director Infrastructure and Internal Audit with copies to all other recipients of this report by 15th June 2009


8.2
Attached as Appendix 2 is an action plan that requires to be completed and returned to Internal Audit.

Date:
18th May 2009

Report No: IAR/Transport
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