APPENDIX 1

SUMMARY OF FINDINGS

	SUMMARY OF FINDINGS

                  Control Objective                                     Findings / Risk                                                       Recommendations



	Control Objective
	Findings / Risk
	Recommendations

	
	
	

	1.
GENERAL
	
	

	
	
	

	1.1
Policies and procedures over the control and the administration of key areas of operation are established with policies appropriately approved and reviewed.
	Throughout the audit, it was noted that policies and procedures were not available for most of the functions carried out in Transport.  The Clerical Assistant is knowledgeable in many areas, but the staffing arrangements require the frequent use of relief staff.  It is evident that there is a lack of detailed procedures and checklists.  IA evidenced temporary staff struggling to answer various concession queries and although information is available in some form, it was not easy to find or to interpret. The Clerical Assistant has attempted to put together some procedure documentation but both time and resources are required.

Furthermore, staff are not receiving adequate training in order to enable them to carry out their duties efficiently.  For example, prior to the audit, the Transport Assistant who is an authorised signatory was not aware of the financial regulations, various HR policies, retention and destruction policy etc.  The Clerical Assistant has been tasked with cash handling etc and was not aware that there was a Cash Handling Policy.  

Procedures regarding housekeeping of various databases etc have not been developed e.g. what happens to the records if renewal letters are not responded to, or when a concession ends.  Currently it would appear that databases just get bigger.

1.
Policies and procedures have not been developed to assist and guide staff in carrying out their duties.

2.
Adequate training and communication of the Council’s corporate financial, administration and human resource policies have not been disseminated.

Audit Comment #20
	1. Clear policies, procedures and guidance notes for the various Transport functions should be developed and communicated to staff.

2.
Corporate policies should be communicated to staff and adequate training provided.

	
	
	

	1.2
System access controls are established which are consistent with job responsibilities and achieve appropriate segregation of duties.
	Verbal Comment
	‘Delete User’ forms should be sent to Financial Accountancy for the three employees who have left Transport Services.

	
	
	

	1.3
Access to end user systems is adequately restricted with critical systems files backed up on a regular basis and adequate change control procedures in place.  Software licences are up to date and installable media is securely located.
	Verbal Comment
	Review during the follow up.

	
	
	

	1.4
The application of value for money criteria within Transport is appropriately addressed.
	Refer to comments:

· Contract Management – Audit Comments 1 & 16

· Vehicle Maintenance – Audit Comments 7 & 15

· Fuel Management – Audit Comment 8

· Landing Charges – Audit Comment 9

· Banking Arrangements – Audit Comment 14
	N/A

	
	
	

	1.5
Measures are in place to prevent interruption of critical areas of operation.
	None
	N/A

	
	
	

	1.6
Transport Service Plan was submitted timeously.
	Verbal Comment
	Service Plans are a corporate requirement and should be produced to Organisation Development timeously and published on the intranet accordingly.

	
	
	

	2.
HUMAN RESOURCE MANAGEMENT
	
	

	
	
	

	2.1
Staffing arrangements for transport are appropriately determined and administered in accordance with national conditions and local policies.
	None
	N/A

	
	
	

	2.2
Salary information submitted for payroll input is appropriately completed and subject to prior review and approval.
	A judgemental sample of 10 overtime claims submitted during the audit scope period was reviewed.  The findings for this sample are as follows:

· Over a period of five months it was noted that on at least 18 occasions, one officer worked overtime hours that exceed the Working Time Regulations regarding the requirements for breaks.  

· 1 overtime claim was incorrectly totalled possibly resulting in an underpayment

· Pre-authorised overtime requests have not been completed

It was stated that pre-authorisation has been temporarily waived by the Head of Service in connection with the secondment of the Strategy Officer. From the sample, the remaining five incidences of overtime are claimed by the Transport Manager.  It was stated by the Transport Manager that no pre-authorisation forms were completed.  However, under new management the pre-authorisation requirements would be met.

1. Overtime is being claimed that reflects a breach of Working Time Regulations, which state that an employee should take at least a 20 minute break in a six hour period. 
2. Overtime claims may be incorrectly totalled.

3.
Pre-authorisation for overtime is not being carried out

Audit Comment #10
	1. Working time regulations should be adhered to ensuring that employees take regular breaks as required by the Working Time Regulations and Health & Safety. 

2. Overtime claims should be checked prior to authorisation.

3.
Pre-authorisation should be completed and approved prior to overtime worked.

	
	
	

	2.3
Staff terminations, transfers, extensions and promotions are timeously notified to payroll.
	None
	N/A

	
	
	

	2.4
Time sheet information is appropriately completed and accurately compiled.
	Verbal Comment
	Ensure that contracts of employment reflect working practice.

	
	
	

	2.5
Employee performance reviews are undertaken in accordance with Council policy with staff training and development carried out accordingly.
	A sample of eight employees was obtained from the current employee list covering office based staff, garage staff and bus drivers.  Personal files were reviewed with no evidence of employee reviews being undertaken.  Staff members were consulted and two confirmed that an interview process had been undergone in November 2007.  It was further stated by the Transport Manager that the garage staff have never undergone this process.

The Employee Review and Development Policy is not being adhered to.

Audit Comment #4
	The Employee Review and Development Policy should be adhered to and appropriate documentation including training records and requirements maintained.

	
	
	

	2.6
Holiday entitlements are carried out in accordance with Council policy.
	Annual Leave records for 10 employees were reviewed.  The findings for these employees are as follows:

· Pre-authorisation for annual leave could not be checked, as the authority on the cards is not dated.

· 4 annual leave cards for 2008 have been destroyed.

· 1 employee had 0.5 days outstanding on the 2008 computer records but no leave was carried forward into 2009.  This could not be verified as the 2008 leave card has been destroyed.

· 1 employee had 32 days entitlement for 2008 but computer records indicate he used 33 days.  His entitlement for 2009 is 32 days.  This cannot be verified as the 2008 leave card has been destroyed.
1. Annual leave may be taken prior to written authorisation. 

2. Computer records cannot be reconciled because leave cards are not being retained.

3.
The Council’s Retention and Destruction Schedule is not being followed.

Audit Comment #13
	1. Leave cards should be amended to add a column for managers to date when authorising leave.

2. Leave cards should be reconciled to the computer record at the year end prior to new year cards being issued.

3.
Leave cards should be retained for 3 years to meet the terms of the Retention and Destruction Schedule.

	
	
	

	2.7
Recruitment is performed in line with Council procedures.
	The three recruitment processes were reviewed and all necessary policies and procedures have been applied with the one exception of the essential qualification criteria not being met during the interview selection process for one post.

Advice was sought from Human Resource Management who confirmed that no one should be shortlisted if they have not met essential criteria that cannot be drawn out and assessed at interview, for example a qualification.  Either they have it or they don’t.

It was stated by the Strategy Officer that the post was initially advertised using an old style job description and that the post was re-designed and changed in the interim to require an HNC. Ultimately the applicant who was appointed did not meet the final advertised essential qualification criteria, was not career graded or qualification barred, and appointed on the advertised salary scale.

1. The Recruitment and Selection Policy is not being adhered to.

2.
The authority could be challenged regarding this appointment.

Audit Comment #5
	1. The recruitment and selection process must follow the policy.

2.
Staff involved in recruitment and selection must be fully trained and aware of the policy requirements prior to any future appointment process.

	
	
	

	2.8
Where applicable staff and contractors are adequately screened prior to appointment.
	Drivers and escorts were identified from the current employee list and cross-referenced to records provided by Transport and the official Disclosure Database maintained at Staffing.

Eighteen drivers and escorts were identified from the CHRIS current employee list.  From these:

· Only 7 could be clearly identified as currently disclosed on the official Disclosure Database

· 3 were not recorded 

· 2 were recorded on the database but had no date 

· 2 were recorded on the database but were out of date 

· 3 Transport employees with the same name were recorded on the database but it was unclear whether they were the correct person as neither national insurance number or date of birth was recorded

· An application for disclosure has not been made for post ITB004.

Internal audit have discussed the anomalies detailed above with Staffing and they have initiated new disclosure documentation where necessary.

1. Not all employees that require enhanced disclosure are appropriately disclosed leaving the Council potentially exposed.

Audit Comment #3
	1. A full review of all relevant employees should be carried out to ensure that the appropriate disclosure is in place and thereafter ensure that the disclosure is renewed on a three yearly basis.

2.
Consideration should be given in consultation with HR as to whether post ITB004 should require disclosure.

	
	
	

	2.9
Absence management policy requirements are observed.
	A CHRIS report was produced detailing sick leave for Transport Services employees including Gremista based Craft Operatives.  This identified that 20 employees had been absent in the period January 08 to March 09 with absences totalling 257.5 days.  Three Fleet Management and four Bus Services employees required return to work interviews.  The findings for these employees are as follows:

Fleet Management Unit

· Return to work interviews for 3 employees were not carried out.

Bus Services

· 1 Return to work interview was not carried out.

· 1 Interview was not done timeously.

Absence records for Transport Services Air Services and Bus Services are administered by the Clerical Officer based at Grantfield.  When an employee is absent, a database is updated.  This database has a trigger to show when return to work interviews are required.  The Clerical Officer timeously produces the relevant paper work when a return to work interview is required.  The interview form is passed to the appropriate line manager.  It was stated by the Clerical Officer that there are no formal procedures in place to ensure that the interview has taken place.  Managers are reminded on an informal basis of interviews awaiting action / return of paperwork.

Absence records for Transport Services Fleet Management Unit are administered by the Administration Assistant based at Gremista.  Periods of sick leave are completed on the electronic copy of the employee’s leave card that is held by the Administration Assistant.  Whenever a person is on sick leave, she looks back on the card and also the one for the prior year, if necessary, to ascertain if a Return to Work interview is required.  The Administration Assistant timeously produces the relevant paper work when required.  The interview form is passed to the appropriate line manager.  As above there are no formal procedures in place to ensure the interview has taken place and managers are reminded on an informal basis.

Absence management policy is not being followed:

1. Return to work interviews are not always being carried out.

2.
Return to work interviews are not always being carried out timeously.

Audit Comment #11
	Absence management policy should be followed.

1. Return to work interviews should always be carried out where required.

2.
Return to work interviews should be carried out timeously.

	
	
	

	2.10
Employees personnel records are held securely.
	None
	N/A

	
	
	

	3.
FINANCIAL MANAGEMENT
	
	

	
	
	

	3.1
Purchase orders and accounts are authorised and correctly processed in accordance with Financial Regulations.
	A judgemental sample of 20 payment transactions processed during the audit scope period was reviewed.  The findings for this sample are as follows:

· For 2 high value payments purchase orders were not created.  These were investigated further.   It transpires that over £100k and £37k has been paid to two suppliers in the audit scope period in respect of professional and consultancy fees. A further analysis revealed that Transport have paid one supplier of professional services over £600k over the last four years.  In 2005, due to time constraints, Infrastructure Services approved the appointment of these consultants without going through a tender process.  However, it is apparent that arrangements have continued since then and the consultants have been appointed to carry out further work without tendering, therefore, best value has not been demonstrated.  

It was stated by the Head of Service Transport that various arrangements were put in place at the outset of the Shetland Transport Partnership where standing orders and procurement rules were not applied.   It was further stated that it was unclear at that time whether the partnership should be applying Council standards.
· Purchase Orders were not produced on a further 11 occasions.  

· Goods received were not done on 4 occasions – in 2 of these instances purchase orders were raised, subsequently cancelled and payments processed.
1. The Minute of Agreement clearly states that staff will continue to carry out services on behalf of the Council acting as agent for the Transport Partnership and that best value principles should be applied.  Currently best value cannot be demonstrated because activities are ongoing with new arrangements being entered into without going through a procurement / contract compliance process.  

2.
Purchase ordering and goods received procedures are not being adhered to.

Audit Comment #16
	1.
The Minute of Agreement 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.

2.
Purchase Orders should always be completed where appropriate.

3.
Goods received should be evidenced prior to payment authorisation. 


	
	
	

	3.2
Budgets are regularly monitored and significant variances investigated.
	A review of the year end out turn revealed some significant variances.  

· The FMU Rolling programme was under spent by approximately £400k.  This has been addressed in the Executive Director Infrastructure’s report on the Review of the Council’s Fleet.  

· Over spends are predominant in Hired/Contracted Services. This is explained by Management Accounts as due to under budgeting for the inflation element and the additional fuel costs of contracted services.  The variances have not been addressed in the 2009/10 estimates exercise.

The over spends were further discussed in detail with the Strategy Officer and it was stated that due to changes in management, the reasons and implications behind the 08/09 variances were not fully understood at the time of submitting the 2009/10 revenue estimates.  Subsequently the 2009/10 budgets are underestimated.  Both Management Accounts and the Strategy Officer are currently carrying out a full exercise taking the previous years variances into consideration along with future service provision.  Once the situation is clarified a source of virement will be required.  This has been recognised by both the Service and Management Accountancy.

School Transport is over spent by approximately £100k for 2008/09.  The Strategy Officer stated that she has no control over this budget.  Transport provides a service to both Education and Social Care.  The Service Departments have no responsibility for the budget and therefore have used the service without regard to budgetary constraints.  The over spends were noted by Transport earlier in the year and reported to EMT.  

There are currently no service level agreements between Transport and the Services for the service they provide.  However, dialogue has begun between Transport and Education and Social Care resulting in the Services beginning to take some budgetary responsibility.  This needs to be formalised.

1.
The current 09/10 Transport budget has been underestimated.

2.
Currently service users are not taking responsibility for expenditure incurred in providing a transport service to them.

Audit Comment #18
	1.
Current year service requirements and associated under estimates must be clarified and appropriate virements sought and found to address the situation.

2.
Service provision and budget responsibilities must be clarified and laid down in Service Level Agreements.  The agreements should cover all eventualities including how growth in costs are met.

	
	
	

	3.3
Sales invoices are accurately prepared and approved, issued timeously and correctly posted.
	In test 6.7, Vehicle Maintenance, it was noted that maintenance is carried out on behalf of the Northern Constabulary and the Ambulance Authority.  A sample of four invoices raised via Servitor during the audit scope was reviewed.  It would appear that the hourly charges raised are as follows:

Northern Constabulary - £23.32 per hour + 20% on materials

Ambulance Service - £32 per hour  + 20% materials

From discussions with staff, it would appear that no current contract or service level agreement is in place with these organisations.  Internal correspondence confirms that the rate was increased to £32ph for the Ambulance Service in August 2008 and at that time the Transport Manager was carrying out a review of arrangements with Northern Constabulary.  The results of this review are unknown. To date this has not been followed up and the charge remains at £23.32.  The internal re-charge for maintenance services is currently £32.  

A judgemental sample of a further 12 sales invoices processed during the audit scope period was reviewed.  All invoices were raised timeously and correctly charged.  Four invoice requests were not authorised.  

1. Maintenance work is being carried out on behalf of third parties where the basis of rates charged cannot be defined. No contract documentation or service level agreements are evident.  The charges are not the same and in one instance are substantially less then our internal charge.  

2.
Invoice requests are not always being authorised prior to raising invoices.
Audit Comment #15
	1. A review of service provision at the garage to third parties should be undertaken.  A costing exercise should be undertaken and the basis of charges to third parties clearly defined. (This should be done in conjunction with recommendations contained within Audit Comment #7)  Any provision should be appropriately approved and recorded within service level agreements.  

2.
Invoice requests should always be authorised.

	
	
	

	3.4
Petty Cash balances are reconciled on a regular basis and maintained on an imprest system.
	A check was performed on the petty cash imprest held at Transport.  The petty cash was found to be £2.67 under balance.  The imprest is not balanced by the Clerical Assistant or the Clerical Officer.  Therefore, the petty cash balance could not be reconciled.  

Advice was sought from the Financial Accountant and it was stated that petty cash holders should not allocate a portion of their imprest to another section.  If Transport requires a petty cash they must go through the required procedure of applying for it.

Petty cash procedures are not being followed:

1. Cash imprests are not being held by the responsible officer.

2. Petty cash is not being balanced and therefore cannot be fully accounted for.
Audit Comment #12
	Petty cash procedures should be followed.

1. Consideration should be given to whether Transport Services require a petty cash.  If required an application should be submitted to Financial Accountancy.

2.
The petty cash should be balanced regularly, as a minimum every month.

	
	
	

	3.5
All income sources are identified and charges are regularly reviewed.  Cash takings and balances are adequately secured, promptly banked, correctly allocated and fully accounted for.
	Various sums of money received and lodged by the Transport Service.  

Taxi/Private Hire Car Licence

Income for Taxi/Private Hire licensing is received with the application. 

On the 8/4/09, £287 was lodged.

Taxi/Private Hire Drivers Licence

Income for Taxi/Private Hire Car Drivers licence applications is also received with the application form.  If an application is refused, the applicant may be entitled to have their applicant fee returned, and may depend on the outcome of the appeal process.  At the time of the audit cash and cheques totalling £737.00 had been received.

Local Bus Service Top Up Cards

Swipe cards used on the mainline local buses are available from Transport.  These cards enable users to take advantage of a 20% discount. Cards are available as follows:

· Blue – John Leask & Sons

· Red – Andrews 

· Green – Johnsons

· Yellow – Nicolson Transport

· Orange – Robinson Transport

Cards are topped up with a minimum credit of £10 from the ERG Bus Ticketing System.  A user retains the card and ‘tops up’ periodically at Transport or on the bus.  Top ups are paid for by cash - cheques are not accepted.  If a card is lost or stolen no refund is given.  If a card is problematic eg not swiping properly then it can be cancelled and any unused credit is transferred to a new card.  

A monthly report is produced from the ERG Bus Ticketing System for each operator.  This report details the dates and the amounts that were topped up onto the various operator cards.  This report is reconciled with the money received on a monthly basis and the operators are requested to collect the money and report from Transport.  Users may also top up using a debit or credit card using the MOTO system.  This is recorded and refunded to the operator via a payment requisition.  A reconciliation of income received via MOTO and payments out is not carried out.

In January 2009 there was a shortfall of £40 cash due to an operator that cannot be explained and was therefore paid out by the Council.

Viking Bus Station Vending Machine 

Vending machine income totalled £383.80.  The record of income and expenditure states that the balance held should be £329.57.  This discrepancy cannot be reconciled.  There is evidence that cash income is being used to purchase goods from JW Grays for stock for the machine.

The total cash lodged at Transport on 8/04/09 is as follows:

£

Taxi/Private Car Hire Vehicle Licence

287.00

Taxi/Private Car Hire Drivers Licence

737.00

Bus Operators Top Up Card Income April

50.00

Viking Bus Station Vending Machine Income

383.80

Others – Operators 

225.00

£1,682.80

The Clerical Assistant and Transport Assistant were not aware of the Cash Handling Procedures or the relevant parts of the Financial Regulations.

1. Income received for Taxi/Private Car Hire Drivers is being retained until Police clearance is received and not being banked timeously or regularly.

2. Cash income received on behalf of various bus operators for top up cards is being kept in the safe for periods of time and then periodically collected by operators.

3.
Vending machine cash income is not currently being banked and is regularly used to fund expenditure for stock.

Audit Comment #14
	1. All cash and cheque income should be banked at least weekly.  

2.
All reimbursements should be made through payment requisition.

3.
Operator income for top up cards should be banked weekly.  Appropriate documentation should be devised to record income.  Monthly ERG reports should be reconciled to associated records and payment requisitions raised on behalf of the operators.  Regular reconciliations should be undertaken to ensure that operator budget codes come back to zero.

4.
Vending machine income must be banked and purchase orders raised for the associated supply of goods.

	
	
	

	3.6
Lease payments are being carried out in accordance with agreements.
	Verbal Comment
	Review current arrangements with the Lerwick Port Authority regarding the use of Victoria Pier.


	
	
	

	4.
CONTRACT MANAGEMENT
	
	

	
	
	

	4.1
Arrangements for service provision from third parties are contractually enforceable.
	Provision of Bus Services

With regard to the bus and transport services, it was established that payments covered multiple services costing both over and under £50k.  

Provision of Home to School Transport 

The Education (Scotland) Act 1980 places a legal responsibility on local authorities to enable attendance at school of children living beyond specified maximum walking distance from schools.

There are approximately 90 home to school routes currently being provided by the authority.  There is a standard set of Conditions of Contract for the Provision of Home to School Transport, which should be signed on behalf of the contractor.  This document details the following contract conditions;

· MOT certificates or certificates of fitness

· Requirements for public liability insurance of not less than £5m

· Possession of a current valid PCV operator’s licence and certificate of initial fitness together with a proof of medical certificate for any driver.

· Enhanced disclosure requirements by arrangement with the Council

· Indexation increase formula related to RPI and the cost of diesel supplied in Shetland.

There is also a standard Tender document in which the details of the above requirements should be provided in addition to the submitted tender price.

A judgemental sample of contracts for 8 routes was reviewed with the following findings:

· On 5 occasions there are no signed Conditions of Contract

· In 1 instance there is no tender document confirming price 

· In 1 instance there is no certificate of initial fitness, or public service vehicle or registration documents

· On 3 occasions there is no information on drivers on file and therefore no assurance regarding disclosure

· On 1 occasion there is no evidence of public liability insurance either on file or at Insurance & Risk

· On 7 occasions the public liability insurance has expired but Insurance and Risk are in the process of obtaining copies of new policies,

· In 1 instance a daily rate was accepted in August 2008 for £28.32 and in October this was increased to £43.35 with no explanation on file

· On the two occasions that a tender opening sheet was completed they were signed by officers – one of these routes was initially for over £50k and the other is now worth over £50k

Transport for Additional Support Needs

There is a Code of Practice for the Home/School Transport of Young People with Additional Support Needs and a Conditions of Contract for Provision of Additional Support Needs Transport.  Conditions regarding disclosure and insurance requirements are the same as those in the Provision of Home to School Transport detailed above.

An ASN Operator Contract Details sheet was produced by Transport.  From this list contractors are invited to tender for various runs. The opportunity to be included in this ‘select’ list was advertised in 2003.  The processes and criteria for approval are unclear.  One Tender Report detailed a submission from a contractor who is not on the select list.

From a sample of three contracts reviewed:

· All had a tender results sheet but there is no evidence of how the process was carried out.  

· Signed Conditions of Contract could not be located for two of the contracts and 

· Evidence of public liability insurance has not been produced

Local Scheduled Bus Services

A comprehensive list of routes was obtained from the Strategy Officer.  It was stated that this list has been compiled after arduous investigation and enquiries with the local bus contractors.  It would appear there is a lack of formal contract documentation in this area.  This is a situation that has been inherited by the current staff.  There is little or no documentation for many of the smaller services currently being provided and there is no contract documentation for three services that have a budget and expenditure over five times the de minimus sum (over £50k).  The Strategy Officer is currently in consultation with Contract Compliance and has a plan to address the situation through a rolling programme of renewals.  

Three of the over £50k service contracts were located. They appear to have been appropriately advertised, gone through a contractor approval process and tender opening in the presence of a Councillor.  However, there is no evidence of the evaluation process or of unsuccessful bidders.

Disclosure

A snap shot of the Disclosure Database maintained by the Staffing Section was obtained in December 2008.  The Disclosure Policy requires a new disclosure check to be carried out at three yearly intervals.

From the sample of contracts tested on the provision of school bus transport, there were 52 named disclosed drivers.  From these:

· 15 named drivers could not be located on the Disclosure Database

· 14 named drivers were registered on the Disclosure Database but are dated 2005 and should be renewed

Contract Payments

Some copies of paid invoices in relation to the above contracts were obtained. Charges agreed to the contract rates and the appropriate indexation rises were correctly applied.  Invoices are approved at Transport and forwarded to Grantfield for processing.  It was difficult to identify the relevant invoices on Integra because the relevant narrative is not being input onto Integra.  A verbal comment is issued to the Clerical Officer Infrastructure to ensure where possible that the appropriate narrative provided is recorded on Integra.

Provision of Home to School Transport 

1. Signed Conditions of Contract documents do not exist for all contracts.

2. All tender documents cannot be located and those located are not always complete.

3. All certification requirements are not evidenced.

4. Public liability insurance is not being consistently evidenced.

5. Rates are changed within contracts without any back up on file.

6. Tenders for over £50k are not always being processed through Contract Compliance and Standing Orders are not being applied.

Transport for Additional Support Needs

1. The select contractor list is out of date.

2. The process and criteria for inclusion onto the select list is not transparent.

3. Conditions of Contract cannot be located 

4. Public liability insurance is not being consistently evidenced.

Local Scheduled Bus Services

1. The absence of contract documentation is endemic for this service.

2. The evaluation process for contracts over £50k is not transparent.

Disclosure Scotland

1. Not all contractor drivers could be located on the Disclosure Database.
2.
A significant number of disclosures are out of date.

Audit Comment #1
	1. There must be a signed Conditions of Contract and signed Tender document for each service provided.

2. Relevant vehicle certification should always be evidenced

3. There should be a review of all current contractors to ensure that the required public liability insurance is in place and annually renewed where required.

4. Any changes to contract conditions or rates must be documented.

5. Standing Orders and contract compliance must be adhered to for all services over £50k.

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

7. A plan must be developed to ensure that all local scheduled bus services are formalised and appropriate contracts in place.

8. A review of all named drivers should be undertaken to ensure that all school or ASN related contractor drivers have enhanced disclosure.  Disclosure should be renewed at 3 yearly intervals.

9.
A checklist of requirements should be developed and contract conditions reviewed to reflect all requirements.

	
	
	

	4.2
Steps are taken to ensure contract conditions are being applied.
	Refer to Control Objective 4.1

Refer to Control Objective 6.3
	N/A

	
	
	

	4.3
Documentation is securely retained and timeously disposed of.
	Much of the contract documentation for the provision of transport within Shetland could not be located.  There are no records of documentation that has been destroyed.  Unsuccessful tender documentation was not located.

Again, the lack of contract documentation evidencing the evaluation process and award of contracts means I am unable to fully audit the award process.   From a sample of contracts reviewed, it would appear that the contracts are normally awarded on price.

1.
Guidance on the treatment of contract documentation referred to in section 5 of the retention and destruction is not being applied.

2.
In the absence of documentation, the Council could be challenged by contractors regarding the award and pricing of the contracts.

3.
The criteria for awarding contracts have not been clearly defined.

Audit Comment #2
	1. Contract documentation should be prepared in accordance with contract compliance and standing orders requirements.

2. Contract documentation should be securely stored.

3. The instructions in Section 5 of the Retention and Destruction Policy should be adhered to.

4.
The criteria for awarding transport contracts should be clearly defined and the award process recorded.

	
	
	

	4.4
Contracts are awarded in accordance with original stipulated criteria.
	Refer to Control Objective 4.3
	N/A

	
	
	

	4.5
Tender evaluation procedures are consistently applied.
	Refer to Control Objective 4.1
	N/A

	
	
	

	5.
CAPITAL EXPENDITURE
	
	

	
	
	

	5.1
Capital Programme works are correctly determined and represent either an enhancement of, or improvement to, Council facilities.
	Verbal Comment
	Review new policy and practices established for vehicle replacement and disposal during the follow up.

	
	
	

	5.2
Commitments and expenditures made have received prior Council approval and are accurately recorded as to account, amount and period.
	Refer to Control Objective 5.1
	N/A

	
	
	

	5.3
Adequate monitoring of works in progress and associated reporting to Council takes place.
	Refer to Control Objective 5.1
	N/A

	
	
	

	6.
TRANSPORT SERVICES
	
	

	
	
	

	6.1
Concessionary travel schemes are operated in accordance with legislative requirements and Council policy.
	None
	N/A

	
	
	

	6.2
Ticketing information for concession reimbursement to operators is accurate.
	Verbal Comment
	To review the monthly reconciliations between claims and income and assess the procedures for uploading and reporting of remote handheld ticketing machines during the follow up.

	
	
	

	6.3
Aircraft movements and passenger numbers are recorded and charges appropriately determined and levied by the operator.
	1. From a sample of 15 landings:


In all 14 cases where a charge was applicable this was either not made, in two cases, or incorrect on 12 occasions.

2. No evidence of Direct Flight insurances could be found.

3. On line booking was stipulated in the contract but has not been progressed.
4.
There was no evidence of Direct Flight submitting end of the year financial accounts showing deficit / surplus made.

1. Charges are either not levied or are not being levied correctly resulting in loss of income to the Council.

2. There is no comfort that Direct Flight is adequately insured.

3. Contractual requirements have not been delivered.

4. It is not possible to determine whether the Council is due a refund on the payments made to Direct Flight.  

Audit Comment #9
	1. Charges should be levied in accordance with agreed pricing structure.

2. Introduce MOTO charging facility at airport to ensure completeness of income.

3. Steps should be taken to ensure adequate insurances are in place.

4. Accounts should be sought from Direct Flight in accordance with requirements.

5.
Contractual requirements should either be met or, if deemed insignificant, removed from the contract.

	
	
	

	6.4
Aircraft fuel is adequately secured at Tingwall Airport.
	None
	N/A

	
	
	

	6.5
The Taxi Licensing scheme is operated in accordance with Council policy and legislative requirements.
	Verbal comment
	Ensure that letters of clearance from the Police are systematically destroyed as per the Retention & Destruction Schedule.

	
	
	

	6.6
The Council is operating within the requirements of its operating licences.
	None
	N/A

	
	
	

	6.7
Council vehicles are inspected and serviced in accordance with a maintenance programme and recharged appropriately.
	From a sample of 15 vehicles it is apparent they are inspected and serviced in accordance with a maintenance programme.

However:

1. Individual jobs undertaken at FMU cannot be broken down. 

2. It is not clear how the day work rate is determined.

3.
The Administration Officer signs all journals for Infrastructure Services. No information is provided to the vast majority of Budget Responsible Officers.

1. It is not possible to determine how much each visit to the garage costs.
2. The potential for misappropriation / misallocation is present.

3. If day works are not accurately costed significant deficits or surpluses could arise.

4.
Budget Responsible Officers are unable to accurately and closely monitor expenditure on their budget codes.

Audit Comment #7
	1. Each time a vehicle is at the garage a separate job should be allocated and detailed accordingly.

2. Day works should be accurately costed in conjunction with Management Accountancy.

3.
Budget Responsible Officers require to be provided with accurate costings. In the interests of expediency the Administration Officer could still authorise journals but a summary report of costs should be provided to BROs. If further detail was required this could be provided.

	
	
	

	6.8
Arrangements exist to ensure MOT certificates are renewed as required and issued in accordance with legal requirements.
	None
	N/A

	
	
	

	6.9
A register is maintained of all assets detailing cost centre, description, location, value, and date of acquisition and life of asset.
	Verbal Comment
	The transfer of information and the new system of recording vehicles onto the Servitor Fleet Module should be reviewed during the follow up.

	
	
	

	6.10
Log books are maintained and accurately completed for transport vehicles.
	Verbal Comment
	Ensure that part time relief workers carry out Driver Development Training.

	
	
	

	7.
  STOCK CONTROL
	
	

	
	
	

	7.1
Procedures have been established to secure, control and record the purchase and issue of stock items, maintenance of stock levels and disposal of obsolete or damaged stock.
	None
	N/A

	
	
	

	7.2
All stock items can be readily identified, physically located and their value substantiated.
	None
	N/A

	
	
	

	7.3
All stock movements are appropriately and accurately recorded and reconciled with general ledger values.
	None
	N/A

	
	
	

	7.4
Periodic inventories are performed of all stock items, reconciled to records and any variances appropriately investigated and reported.
	None
	N/A

	
	
	

	7.5
Access to fuel depot stock is restricted to authorised personnel only and all fuel discharged is accurately and completely accounted for.
	1. Access is restricted to authorised personnel only.

2. Fuel stock checks are not being regularly undertaken.

3. There is no monitoring of fuel usage to ensure vehicles are consuming expected levels of fuel and also to detect / discourage any potential misappropriation.

4.
Budget Responsible Officers don’t sign off or see journals for fuel. They are all signed by the Administration Officer.

1. The lack of regular stock checks could lead to any discrepancies being untraceable.

2. Not monitoring fuel usage could lead to misappropriation or operational inefficiencies

3.
Budget Responsible Officers are unable to accurately and closely monitor expenditure on their budget codes

Audit Comment #8
	1. Regular independent stock checks of fuel are required as a minimum on a quarterly basis.

2. The practice of monitoring fuel usage requires to be reinstated.

3.
Budget Responsible Officers require to be provided with accurate fuel costings. In the interests of expediency the Administration Officer could still authorise journals but a breakdown of costs should be provided to BROs.

	
	
	

	8.
MISCELLANEOUS
	
	

	
	
	

	8.1
Statistical returns are accurately completed and promptly submitted.
	None
	N/A

	
	
	

	8.2
Grant claims are accurately completed and submitted punctually.
	A schedule of payments is evidenced on file detailing the 2007/08 fuel duty rebate payments made to the Council.  This income is correctly reflected on Integra.

There is no schedule of payments for 2008/09 on the file.  Transport was unable to provide the information.  A copy of the schedule was obtained from Management Accounts.  The Schedule of payments is as follows:

1st Quarter

18/09/08

£3,633.32

Received Oct 2008

2nd Quarter

17/12/08

£3,633.32

Not recorded

3rd Quarter

17/03/08

£3,633.32

4th Quarter

17/06/09

£3,633.32

It would appear that to date, the Council have only received one payment.  It is apparent that this grant income is not being adequately monitored. 

It was stated by the Strategy Officer that roles and responsibilities regarding the application and monitoring of grant income are unclear.

1. Roles and responsibilities regarding the monitoring of grant income are unclear.

2.
Grant income due to the Authority cannot be identified on Integra and may not have been received.

Audit Comment #6
	1. Roles and responsibilities regarding the claiming and monitoring of grant income must be clarified.

2.
Grant income should be investigated to ensure all money due to the Authority is actually received.

	
	
	

	8.3
Credit cards, cheques and keys are adequately secured.
	None
	N/A

	
	
	

	8.4
Travel is undertaken in accordance with Council policy.
	None
	N/A

	
	
	

	8.5
Records are destroyed in accordance with the Council’s Retention and Destruction Schedule.
	Throughout the audit it is apparent that documentation is not being retained or destroyed in accordance with the Retention and Destruction Schedule.  

Due to the turnover of staff and management, knowledge of what Transport have or had is incomplete:

· Knowledge of the Retention and Destruction Policy is limited. Throughout many tests staff were unaware of how long documentation should be retained for and if or when the documentation should be destroyed eg taxi licensing documentation.

· There is no record of documents that have been destroyed.  This may include contract documentation that may well be current.

· There is no system of logging and destroying paper or electronic data

Not all of Transport data is referred to in the Schedule.

1.
The requirements of the Retention and Destruction Schedule have not been communicated and therefore are not being adhered to.  This may have data protection implications.

2.
Documentation may have been prematurely destroyed.

3.
Destroyed files have not been recorded.

Audit Comment #19
	1.
Staff should be made aware of the requirements of the Retention and Destruction Schedule.  Documents and data should be destroyed in accordance with the schedule and appropriately recorded.  

2.
There should be a review of all the types of files and data that Transport deal with and consideration given as to whether the files/data should be included in the Schedule and the destruction timetable that should be applied.

	
	
	

	8.6
Risk assessments are in place and PIN forms are appropriately utilised.
	A file of Risk Assessments was located at Transport.  The file contains various assessments covering Buses, ASN Transport, Airports and the Viking Bus Station.  The most recent review of any of these was undertaken in 2004 and some were as old as 1997.

1. Risk assessments are not being carried out ‘regularly’ as required by legislation and the Risk Assessment Scheme.

2.
Documentation is not being appropriately produced, completed, authorised, and signed.

Audit Comment #17
	1.
Risk assessments should be carried out regularly as per requirements.

2.

Documentation should be appropriately produced, completed, authorised, signed and communicated.
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