APPENDIX I

SUMMARY OF FINDINGS
	SUMMARY OF FINDINGS



	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.
	1. Of the twenty three Waste Service and administrative staff with access to Integra, fourteen had not changed their password from that originally set up by Information and Computer Technology (ICT) Unit.

2. Access rights to CHRIS - It was noted that an employee of the Community Services, Capital Projects Unit, has delete, add, change, enquiry access rights to Infrastructure employees.
1. Unauthorised access to Integra could be obtained.

2. Unauthorised access to CHRIS could be obtained.

Audit Comment # 6
	1.
The fourteen employees identified as not having changed their Integra passwords be instructed to do so.  To do this ICT assistance may be required.

2.
The CHRIS access rights for the Community Services, Administrative / Clerical Assistant be withdrawn.



	
	
	

	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 within the Cleansing Service is appropriately addressed.
	None
	N/A

	
	
	

	
	
	

	
	
	

	2.
HUMAN RESOURCE MANAGEMENT
	
	

	
	
	

	2.1
Time sheet information is appropriately completed and accurately compiled.
	None
	N/A

	
	
	

	2.2
All salary information prepared for payroll input is appropriately completed and subject to prior review and approval.
	Ten expense claims reviewed were correctly completed and authorised, however, they had not been ruled off.

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 and promotions are timeously notified to payroll.
	None
	N/A

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Control Objective
	Findings / Risk
	Recommendations

	
	
	

	2.4
Staff Training is carried out in accordance with requirements.
	The Waste Service Manager and the Waste to Energy Plant Manager are members of the Chartered Institution of Waste Management (CIWM).  The Waste to Energy Plant Manager did undertake Continual Professional Development (CPD) for the previous year, however the Waste Service Manager did not complete any training that could count towards CPD.

1. Membership may be affected by not complying with CIWM Code of Conduct.

2. Individuals may not be keeping up to date with current developments in their fields of expertise.

Audit Comment # 1
	1. CPD is undertaken in line with the obligations of the membership of The Chartered Institution of Waste Management.



	
	
	

	2.5
An up to date register of employees interests is maintained.
	None
	N/A

	
	
	

	3. ADMINISTRATION
	
	

	
	
	

	3.1 Internment and Lair Reservations fee income is completely and adequately accounted for.
	A selection of Lair Reservations were reviewed and had been correctly recorded and charged.   However, these forms are not sequentially numbered and do not contain space for a date. 

It was stated by the Waste Service Manager that number books have been created but have not all been distributed.  This matter had been raised in March 2000 during the audit of Environment and Transportation and it is disappointing to note that this has not yet been resolved.

Not serially numbering the three part lair reservation forms and providing a space for a date has the following implications:
· No controls can be effected over their issue

· Completeness of income collection from Burial Ground Officers cannot be assured 

· Lairs may be acquired without reservation fees being paid
Audit Comment # 3
	1. Replace all known existing three part books with sequentially numbered books incorporating a space for a date.

2. Maintain records relating to the issue of these books and the return of forms from Burial Grounds Officers.

3. Ensure all old unused / part unused books are returned and destroyed.



	
	
	

	3.2 Waste material delivered is authorised (where applicable), properly recorded and correctly charged.
	1. 
Changes to the minimum charge details of waste disposal at the Waste to Energy Plant have not been approved by Council.
2.  The interim charges to Orkney Islands Council were reported in 1997 and have not been reported / reviewed in accordance with the policy Charging for Council Services.  No formal agreement exists with Orkney Islands Council.

1. Charges levied and minimum charge details should be approved in accordance with the policy Charging for Council Services.

2.    The lack of a formal agreement may adversely affect the Council’s long term financial planning.

.
Audit Comment # 5 
	1. Seek approval from Council for changes to the minimum charge details for the Waste to Energy plant.

2. Seek approval from Council for disposal of waste charges for Orkney Islands Council.

3. The arrangement with Orkney Islands Council should be formalised.



	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Control Objective
	Findings / Risk
	Recommendations

	
	
	

	3.3
The weighbridges are calibrated in accordance with manufacturers specifications.
	None
	N/A

	
	
	

	3.4 Recycling initiatives are performed in accordance with Council policy and applicable charges correctly applied.
	None
	N/A

	
	
	 

	3.5
Grant Claims are accurately and punctually completed with funds allocated appropriately.
	1. Outturn Report to be reviewed during the Follow Up.

2. Verbal comment regarding procedures for allocating / accounting for specific grants. 


	N/A

	
	
	

	3.6
Grant Schemes are appropriately approved and have established procedures to ensure terms and conditions are consistently and fully applied
	1. Financial information reported to Committee was incomplete.

2. Grants are being coded inconsistently (subjective / type code only).
3. Grant conditions are not being adhered to, quarterly and annual statements detailing expenditure are not being produced to Waste Service and therefore expenditure is not being monitored by the SIC.
4. It is a condition of the scheme that the Landfill Operator or third party fund 10% of the approved grant.   The full 2002 grant has been funded from the suspense code.  A Journal should have been prepared to transfer 10% of the cost of the grant to GRY5101 but was not.
5. The suspense code from which the grant is disbursed has not been  reconciled with the Landfill Tax Return either in October or March.
1. Presentation of incomplete financial information to members, could result in an overspend being approved. 

2. Inconsistently coded grant expenditure provides the potential for error when calculating how much grant is permitted by the rules of the Scheme. 

3. The Code of Guidance on Funding External Bodies and Following the Public Pound is not being adhered to.

4. Membership to the Scheme could be jeopardised by not accounting appropriately regarding the conditions of funding the 10%.

5. False declarations and incorrect Returns can result in prosecution.

Audit Comment # 8


	1. Reports to Committee should provide complete financial information.

2. Grants should be consistently coded.

3. Grant conditions should be enforced and funding financially monitored.

4. The Scheme conditions should be complied with and the 10% accounted for appropriately.

5. The suspense code should be regularly reconciled with the Landfill Tax Return.



	
	
	

	3.7
Review Audit Programme being formulated by the Systems Manager for the Waste to Energy Plant.  Obtain comfort that this is being satisfactorily processed.
	Being Progressed
	N/A

	
	
	

	3.8
Identify landfill sites and from a judgemental sample ensure appropriate licences are held.


	None
	N/A

	
	
	

	Control Objective
	Findings / Risk
	Recommendations

	
	
	

	4. CAPITAL EXPENDITURE
	
	

	
	
	

	4.1 Capital works are correctly determined and represent either an enhancement to or improvement of the Council’s infrastructure.
	None
	N/A

	
	
	

	4.2 Commitments and expenditures have prior Council approval and are accurately recorded as to account, amount and period.
	A sample selection of 20 transactions was examined, and the findings are as follows:

· There were 5 instances where there was incorrect allocation of expenditure at subjective (type) code level.  There were also 3 instances of inconsistent allocations where the same consultants fee invoices were allocated to both 1760 and 1770 type codes.  A wider review of all the capital expenditure within the audit scope period revealed that there were further examples of incorrect or inconsistent coding.  There was also a number of payments allocated to the objective (cost centre) codes that were changed to reflect organisational change.  Most of these were corrected by journal however 2 items remain allocated to the former code.

The aim of this objective was to ensure that expenditure had prior Council approval and all transactions were properly allocated however the examination of the transactions revealed that along with errors in allocation there were other areas for concern as follows:

· Duplicate payments, 2 instances.  While in the first instance the overpayment was refunded in the second both cheques were passed to Legal Services and one requires to be returned or, if cashed, a refund obtained.

· No confirmation of receipt of goods / service on or with the invoice or other payment documentation, 3 instances.

· Late payment of an instalment certificate, 1 instance.  This breached normal contract payment terms.

1. The allocations on the General Ledger do not accurately record the type of expenditure incurred thus impeding accurate financial monitoring.

2. The procedures for processing invoices do not ensure that there has been no prior payment.

3. 
There are no procedures that ensure the receipt of goods / services are evidenced on the invoice / certificate being authorised for payment, or on supporting documentation attached, so the authorising signatory’s compliance with Financial Regulations can be confirmed.
Audit Comment # 7 
	1. All expenditure is allocated correctly and consistently to the most appropriate ledger code.

2. Procedures for processing payments to ensure that there has been no prior payment particularly where invoices / copy invoices / instructions for payment are received from other departments / sections.

3. That procedures are implemented to ensure that the receipt of goods / services are evidenced on the invoice / certificate being authorised for payment, or on supporting documentation attached, so that the authorising signatory’s compliance with Financial Regulations can be confirmed.



	
	
	

	4.3
Adequate monitoring of works in progress and associated reporting to Committee takes place.
	None
	N/A

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Control Objective
	Findings / Risk
	Recommendations

	
	
	

	5. CONTRACT MANAGEMENT
	
	

	
	
	

	5.1
Arrangements for service provision from third parties are contractually enforceable.
	None
	N/A

	
	
	

	5.2 Steps are taken to ensure contract conditions are being applied.
	Assignation of Glass Re-processing Contract to be examined during the Follow Up.
	N/A

	
	
	

	
	
	

	6.
FINANCIAL MANAGEMENT
	
	

	
	
	

	
	
	

	6.1
Journal entries are authorised and correctly recorded as to account, amount and period. 
	None
	N/A

	
	
	

	6.2
Virements are administered in accordance with Council policy and Financial Regulations.
	None
	N/A

	
	
	

	6.3 Purchase orders are appropriately   secured and authorised with invoices and other payment instructions properly validated and authorised prior to payment.
	From a judgemental sample of 15 transactions: 

· In five cases there was no back up on file but when traced to location the manual purchase orders and goods received procedures had been carried out.  The Administrative Assistant confirmed that manual purchase orders for WTE, Rova Head etc are usually paid prior to receiving the yellow copy confirming goods received.  When yellow copies of manual purchase orders are received at Grantfield, they are not matched to the appropriate invoice but are ‘stored’ in a disorganised manner in a box with other yellow copies from other sections.

· In two cases there was no evidence of purchase order found. 

· One invoice had been paid twice and an appropriate credit note had been issued.  There was no purchase order or goods received with any of the two authorised payments.  The invoice referred to an attached sheet which was not on file.  Internal Audit were informed that it may be in the Burial Ground Foreman’s van.

· One invoice was for the supply of lawnmowers - there was no evidence of quotes, purchase order, goods received etc.  Again this may be located in the Burial Ground Foreman’s van.  The Waste Service Manager confirmed that he had not evidenced this documentation prior to authorisation.

Generally, payment of invoices that have resulted from manual purchase orders are paid without evidence of authorised PO’s and ‘goods received’.  It was stated by the Waste Service Manager, that there was a system but it was not being applied.  The Administrative Assistant stated that the manual PO’s normally arrive after the invoice is paid.  No attempt to match them is made.  

1. There is an incomplete audit trail through order, receipt and payment.

2. Invoices could be paid when goods have not been received or paid twice.

3. There could be an opportunity for misappropriation.

Audit Comment # 4
	1. Fully completed purchase orders, including goods received, should be matched to invoices prior to payment.

2. Persons authorised to issue manual purchase orders should ensure that the orders are complete and that the yellow copies are delivered to Grantfield on a regular basis.


	
	
	

	Control Objective
	Findings / Risk
	Recommendations

	
	
	

	6.4
 Budgets are monitored on a regular basis and significant variances investigated.
	None
	N/A

	
	
	

	6.5
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.
	None
	N/A

	
	
	

	6.6
Sales Invoices are accurately prepared and approved, issued timeously and correctly posted
	Verbal Comment to the Environmental Management Officer regarding the application of VAT when accounting for Compost Bins income.
	                          N/A
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