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 administration of key areas of operation have been established.
	None
	N/A

	
	
	

	1.2
System access controls are established which are consistent with job responsibilities and achieve appropriate segregation of duties.
	None
	N/A

	
	
	

	1.3
Access to end user systems are adequately restricted and critical system files are backed-up on a regular basis.
	None
	N/A

	
	
	

	1.4
The Application of value for money criteria is appropriately addressed.
	DLO Housing Maintenance  

During the audit it became apparent that a significant amount of officer time is spent on the reconciliation between the estimated value of works entered onto Orchard by the Housing Technical Officers and the  charging of works carried out by the DLO.  

Year end Work in Progress (WIP) was over £580k. This includes a number of outstanding items dating from as far back as 2000.  As at September 2005 the estimated value of pre 2005 entries outstanding on Orchard was approximately £150k, on Servitor £100k.

To overcome the WIP problem, a process was introduced to agree the charges on all completed jobs prior to their transmission from Servitor to Orchard.  This process is carried out between the Housing DLO and Housing Technical Officers and results in agreement of charges prior to the interface.  It was stated that although time consuming, it should significantly reduce the amount of WIP at the year end.  WIP currently stands at over £500k. Accordingly, there appears to be no evidence of significant improvement.

Lists of outstanding tickets are produced from  Servitor by the Senior DLO Housing Officer on a monthly basis.  The foremen are required to ensure that outstanding items on the lists are dealt with.  The database with the outstanding items at 31st August 2005 held 146 Jobs that have been raised from 2001 with target completion dates from 2001 to 31 March 2005. 
The external auditors have highlighted that Section 10 of the Local Government Scotland Act 2003 requires the Council to maintain trading accounts for significant trading operations and that they should break even over a three year rolling period.  For the past two years, the Housing Maintenance part of the Building Maintenance Trading Account has had a deficit.

The Schedule of Rates (SOR) is out of date (1997 + RPI) this may be a contributing factor to the trading account deficit as costs have increased above RPI over the same period.  The SOR is currently undergoing a full review.  

1.
Fully integrated working arrangements have not been implemented and an inefficient and ineffective client / contractor split remains.

2. The new negotiating system of reconciliation prior to the interface between Servitor and Orchard is cumbersome and time consuming and does not appear to provide best value.  

3.
Currently, management accounts are ineffective in showing the up-to-date position of the Trading Account and are therefore not practical for use in decision making.

4. A significant value (Orchard - £150k / Servitor £100k) of outstanding balances in WIP originating from 2000 – 2004 have not been resolved. 

5. Adequate monitoring / clearing of Servitor Job Tickets is not being carried out.

6. From a sample of 24 items recorded as WIP on Orchard, only 10 matched the status on Servitor however, even in these cases the status was incorrect for various reasons. 

7. There is no evidence to show that the requirement to maintain a balanced trading account for Housing / Building Maintenance over the three year period will be met.  

8.
There is no evidence to suggest that the technical systems and manual processes currently in place ensure that best value is being achieved.

Audit Comment # 5
	A thorough review of the DLO Housing Maintenance systems / processes is required to ensure that best value is being achieved.  Consideration should be given to the status of the Trading Account and to whether the client / contractor type split is necessary, and

· All previous years outstanding WIP balances should be agreed and dealt with accordingly, and the reasons for the current level of WIP in the system should be investigated.  

· Outstanding Job Ticket lists should be addressed, regularly monitored and action taken at an appropriate level.

· The integrity of the data and the interface between Orchard and Servitor should be thoroughly tested and the reason for the differences (human error, omission, systems related) resolved.

· Tolerance limits should be reintroduced.

· The trading account should be balanced and thereafter activity closely monitored through effective monthly management accounts in order to ensure that a year end deficit does not occur.

· The year end Housing trading position and the effect it has on the Building Maintenance Account should be reported to the Head of Housing.



	
	
	

	1.5
Screen savers are utilised in line with the electronic communications policy.
	From a review of eight desktops used by Housing we found the following:   

Two screen savers had been set to activate over 10 minutes.  Seven had no password protection set.

Unauthorised access to data could be obtained.
Electronic Communication Policy requirements are not being met.

Audit Comment # 6
	Ensure screen savers are utilised in line with the Electronic Communication Policy.


	
	
	

	2.
HUMAN RESOURCE MANAGEMENT
	
	

	
	
	

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

	
	
	

	2.2
All salary information submitted for payroll input is appropriately completed and subject to prior review and approval.
	10 Expense claims were reviewed.

4 had not been appropriately ruled off to prevent insertion of further information after authorisation.

Opportunity exists for misappropriation, and thereafter the payment of unauthorised expenses.

Audit Comment # 2
	Ensure that expense claim forms are completed in a manner that would prevent any subsequent amendment of expense details.



	
	
	

	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.
	1.
Foremen are authorising their own sheets.  

2.
A review of the authorised signatory database held by Accountancy showed that the appropriate authority to sign time sheets had not been given to any of the Foremen.

1. Individuals are authorising their own timesheets

2. Weekly Allocation Sheets are not being appropriately authorised.

Audit Comment # 1
	1. Individuals must not be permitted to authorise their own time sheets.

2. Ensure that all Foremen’s Weekly Allocation Sheets are appropriately authorised.

3. Ensure that appropriate authority to sign timesheets is put in place.



	
	
	

	2.5
Staff training and development is carried out in accordance with requirements.
	None
	N/A

	
	
	

	2.6
An up to date register of employees interests is maintained.
	Verbal Comment
	Definitive answer required regarding requirement of relief staff completing Register of Interest forms.

	
	
	

	2.7
Holiday entitlements are carried out in accordance with Council policy.
	Annual Leave records for a judgemental sample of 10 Housing employees were examined. 

In two cases more than 5 days annual leave had been carried forward into 2005.  It was stated that this had been verbally requested and agreed by their Line Managers but this was not recorded.

Requests and authorisation for carried forward of over 5 days annual leave is not being performed in line with the Quality Manual / Council practice.

Audit Comment # 3
	1. Carry forwards of over 5 days should only be granted on written request.

2. Authorisation by the Head of Service should be evidenced.



	
	
	

	2.8
Recruitment is performed in line with Council procedures.
	Verbal Comment
	Copies of all letters should be retained

	
	
	

	2.9
Where applicable, staff and contractors are adequately screened prior to appointment.

	None
	N/A

	
	
	

	2.10
Absence management policy requirements are observed.
	None
	N/A

	
	
	

	3.
FINANCIAL MANAGEMENT
	
	

	
	
	

	3.1
Purchase orders are appropriately   secured and authorised and correctly processed in accordance with Financial Regulations.
	Verbal Comment
	Goods received should be acknowledged.

	
	
	

	3.2
Budgets are monitored on a regular basis and significant variances investigated.
	None
	N/A

	
	
	

	3.3
Journal entries are authorised and correctly recorded as to account, amount and period.
	None
	N/A

	
	
	

	3.4
Virements are administered in accordance with Council policy and Financial Regulations.
	None
	N/A

	
	
	

	3.5
Sales Invoices are accurately prepared and approved, issued timeously and correctly posted
	Verbal Comment
	Invoice/Credit Note request forms should be appropriately signed.

	
	
	

	3.6
Petty cash balances are reconciled on a regular basis and maintained on an imprest system.
	None
	N/A

	
	
	

	3.7
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.
	None
	N/A

	
	
	

	3.8
Lease payments are being carried out in accordance with agreements.
	None
	N/A

	
	
	

	4.
GRANT SCHEMES
	
	

	
	
	

	4.1
All grant schemes have been appropriately defined and have application guidelines developed.
	Verbal Comment
	Ensure FAME is reviewed during the Follow Up.

	
	
	

	4.2
All grant payments are properly approved and only made to those who fulfil the qualification criteria.
	1.
There is no evidence that employers / public liability insurances are checked.

2.
A monitoring and evaluation procedure for the Citizens Advice Bureau is not in place.

3.
From a sample of five Furnished Tenancy Applications we noted the following:

· In three cases the goods were issued prior to the tenant signing the agreement

· In the two other cases no agreement form could be sourced and consequently Community Scotland had not been invoiced for reimbursement

· One form was authorised by a member of Housing staff who has no signing authority

1. There is no comfort that bodies are appropriately insured in accordance with the terms of their grant.

2. If no monitoring and evaluation procedure is in place it is not possible to ensure grant conditions are fulfilled.

3. Issue of items prior to having a signed agreement weakens the Council’s position should goods require to be returned and delays / prevents the Council applying for reimbursement from Community Scotland.

4. Forms are being inappropriately authorised / not being completed. 
Audit Comment #  9


	1. Insurance requirements should be checked and evidenced.

2. An appropriate monitoring and evaluation procedure should be created for the Citizens Advice Bureau.

3. The requirements of the Furnished Tenancy Scheme should be observed with goods not ordered / issued until the requisite agreement is signed and authorised.



	
	
	

	4.3
All grants awarded are suitably supported by the submission of appropriate documentation.
	See Test 4.2
	As above

	
	
	

	4.4
Procedures have been established to ensure grant terms and conditions are consistently and fully applied.
	See Test 4.2
	As above

	
	
	

	5.
TENANCY MANAGEMENT
	
	

	
	
	

	5.1
The Housing Register is supported by appropriate documentary evidence.
	None
	N/A

	
	
	

	
	
	

	
	
	

	5.2
Allocations awarded are in accordance with the SIC’s Allocations Policy.
	Verbal Comment
	Progress on signing up the Scottish Secure Tenancy agreements will be reviewed during the follow up.  



	
	
	

	5.3
Tenancy allocation and letting of all properties are legitimate and appropriate.
	None
	N/A

	
	
	

	5.4
Assets are protected against unauthorised access.
	For a sample of thirty void properties:

1.
The keys for one property with a void status of ‘Terminated – Not to be Re-let’ were recorded on Orchard as in the Key Cabinet.  The property was not listed on the cabinet record card and the keys were not located.

2.
The keys for another property with a void status of ‘Ready to be Let – No Demand’ were recorded on Orchard as in the Key Cabinet.  The property was not listed on the cabinet record card and the keys were not located.

3. A further ten single sets were recorded on Orchard as in the cabinet and they were not.

Adequate key control and records are not being maintained which could result in the misuse of property.

Audit Comment # 4
	There should be a regular review and reconciliation of keys held in the cabinet and the information held on Orchard.  Particularly attention should be given to long term voids.



	
	
	

	5.5
For each property a tenancy record and file is maintained.
	None
	N/A

	
	
	

	5.6 All void properties are correctly administered and monitored.
	Verbal Comment
	Areas identified are currently being addressed through restructuring and the Service Plan.  Review during the Follow Up.

	
	
	

	5.7    Property inspections are performed as required and findings appropriately addressed.
	None
	N/A

	
	
	

	5.8    Terminations, transfers and exchange of tenancies are carried out in accordance with policy and legislation and are appropriately measured.
	None
	N/A

	
	
	

	5.9 
Financial incentive schemes/transfer payment schemes are appropriately administrated.
	None
	N/A

	
	
	

	6.
RIGHT TO BUY
	
	

	
	
	

	6.1
Procedures are established in accordance with Right-To-Buy (RTB) legislation.
	None
	N/A

	
	
	

	6.2
There is documentary evidence to support all RTB Applications.
	1.
From a sample of 20 properties sold within the audit scope:

· On fifteen occasions the offer to sell was made after two months from application and

· On five occasions the process took longer than nine months

A further test was carried out on 35 properties where the sale was completed in 2005.  Sixteen of these sales took over nine months to process. 

2.
From 19 properties which were sold between January and May 2005, 9 Standard Security / Charge Certificates were not located in the strong room at Legal. Of these, in one instance there was no F4 on file, in another the F4 was on file but not stamped and in one other case there was correspondence confirming that the Purchasers Solicitor was progressing the clients deeds without the Discount Standard Security.  This was dated April 2005 and no further evidence of registration was on file.

It was confirmed by the Paralegal that once the registration documentation has been forwarded to the Purchaser’s Solicitors, there is not a system in place to ensure that the Charge Certificate is timeously registered and returned to Legal.  

1. Scottish Executive legislative requirements and guidance regarding the Right to Buy are not being adhered to.

2.
Systems are not in place to ensure that Charge Certificates are timeously registered and returned to Legal.

Audit Comment # 10
	1. Offers to sell must be made within the timescale set by the Scottish Executive, 

2. Settlement dates should be within the recommended nine months, and

3. A flagging system should be introduced to ensure that Charge Certificates are timeously received back from the Register of Scotland. 



	
	
	

	6.3
All properties which are the subject of a RTB are correctly valued and correctly discounted.
	None
	N/A

	
	
	

	6.4
All records are protected against loss and unauthorised access.
	See Test 6.3
	As above

	
	
	

	7.
  CAPITAL EXPENDITURE
	
	

	
	
	

	7.1
Commitments and expenditures have prior Council approval and are accurately recorded as to account, amount and period.
	None
	N/A

	
	
	

	7.2
Adequate monitoring of works in progress and associated reporting to Committee takes place.
	None
	N/A

	
	
	

	8.
CONTRACT MANAGEMENT
	
	

	
	
	

	8.1
Arrangements for service provision from third parties are contractually enforceable.
	Verbal Comment
	Ensure Letters of Non Collusion are in place as part of assessment of tenders.

	
	
	

	8.2
Steps are taken to ensure contract conditions are being applied.

	None
	N/A

	
	
	

	9.
MAINTENANCE
	
	

	
	
	

	9.1
Planned maintenance programmes to prioritise and schedule tasks have been established, approved and regularly reviewed.
	None
	N/A

	
	
	

	9.2
All planned repair and maintenance work is correctly calculated and valued.
	None
	N/A

	
	
	

	9.3
Agreed procedures have been established to process and monitor responsive repair requests.
	Verbal Comment
	Review amendment to confirmation letter ensuring that customer satisfaction surveys are issued for all maintenance jobs.

	
	
	

	
	
	

	9.4
All responsive repair work is correctly calculated and valued.
	None
	N/A

	
	
	

	9.5
Payment is received for any works (planned or responsive) carried out that is rechargeable.
	None
	N/A

	
	
	

	10.
LADIES DRIVE
	
	

	
	
	

	10.1
Resident records are maintained in accordance with good practice / legislative  requirements.
	None
	N/A

	
	
	

	10.2
Criteria for residential eligibility are established and approved with assessments performed against criteria prior to admission.
	None
	N/A

	
	
	

	10.3
Procedures have been established to secure, control and record the purchase and issue of foodstuffs and consumables.
	None
	N/A

	
	
	

	10.4
All income sources at Ladies Drive are identified and charges are regularly reviewed.  Cash takings and balances are adequately secured, promptly banked, correctly allocated and fully accounted for.
	None
	N/A

	
	
	

	10.5
Inventories are maintained for all assets with suitable insurance arrangements in place.
	From a sample of 30 stock items, 14 could not be reconciled to the inventory.

The Ladies Drive inventory was last updated in September 2005 for insurance purposes.  From our review of the stock in the store is seems unlikely that a full physical count of stock was done at this time.

If stock records are not properly maintained, insurance may not be adequate to cover all stock.

There is scope for stock to be removed fraudulently from the store, yet not be noticed by the staff at Ladies Drive.

Audit Comment # 8


	1. A full stock-take should be done as soon as possible, and the stock inventory amended to reflect all actual stock held at Ladies Drive and within temporary accommodation.

2. The inventory for the Ladies Drive office and service areas should be listed separately from Store stock, as should the values placed on fully furnished properties. 

3. The inventory for the Store should be amended to include columns to show the addition of new stock, stock issues/returns to furnished properties, and disposal of obsolete stock.  It should show an opening and closing stock position as the stock records for food and cleaning supplies do.

4. A physical stock-take of the store items should be done on at least a quarterly basis, with any discrepancies investigated and records appropriately amended.

	
	
	

	10.6
Risk Assessments have been completed and thereafter suitable working procedures implemented.
	See Test 10.7
	As above

	
	
	

	10.7
Fire Drills and inspections are performed in accordance with policy.
	1.
Fire inspections are not being carried out in line with procedures.

2.
Fire drills are not being carried out in line with procedures

3.
Risk Assessments had been created in 1999 and 2002 but there was no evidence of review or revision since that time.


	1.
Perform fire inspections and drills in line with procedures with immediate effect with appropriate records kept.

2.
Review Risk Assessments in line with legislation and evidence as such. This should be done using the Council’s new risk assessment scheme.



	
	
	

	10.8
Recommendations made by H.M. inspectors have been suitably addressed.
	None
	N/A

	
	
	

	10.9
The leisure pass token system is appropriately administered and controlled.
	None
	N/A

	
	
	

	11. 
MISCELLANEOUS
	
	

	
	
	

	11.1
Grant claims and Scottish Executive statistical returns are accurately and punctually completed.
	Verbal Comment
	Timeliness of Scottish Executive Returns will be reviewed during the Follow Up.

	
	
	

	11.2
Insurance arrangements for housing stock is in accordance with legislation.
	None
	N/A

	
	
	

	11.3
Risk assessments have been completed and thereafter suitable working procedures implemented.
	None
	N/A

	
	
	

	11.4
Log Books are maintained for all Housing Service vehicles.
	Verbal Comment
	Review the installation of GPS tracking system as part of Follow Up audit


2

