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.
	Refer to 4.2 / 4.3 & 6.1 / 6.2
	Refer to 4.2 / 4.3 & 6.1 / 6.2

	
	
	

	
	
	

	
	
	

	
	
	

	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 Staff training and development is carried out in accordance with requirements.


	Verbal Comment
	Roads Training Co-ordinator to improve communications and co-ordination via use of annual training plans.

	
	
	

	2.3
Time sheet information is appropriately completed and accurately compiled.
	None
	N/A

	
	
	

	2.4
Staff terminations, transfers and promotions are timeously notified to Payroll.


	None
	N/A

	
	
	

	2.5
Salary information submitted for payroll input is appropriately completed and subject to prior review and approval.
	Evidence of prior approval of overtime could not be provided for any of the overtime reviewed.

Overtime may have been worked without prior approval.

Audit Comment # 4
	Ensure overtime request forms are correctly completed, appropriately authorised and kept in an appropriate file for future reference.



	
	
	

	2.6
An up to date register of employees interests is maintained.


	None
	N/A

	
	
	

	
	
	

	
	
	

	3.
FINANCIAL MANAGEMENT
	
	

	
	
	

	3.1
Journal entries are authorised and correctly recorded as to account, amount and period. 
	None
	N/A

	
	
	

	3.2
Virements are administered in accordance with Council policy and Financial Regulations.
	None
	N/A

	
	
	

	
	
	

	3.3
Purchase orders are appropriately   secured and authorised and correctly processed in accordance with Financial Regulations.
	None
	N/A

	
	
	

	
	
	

	3.4
Budgets are monitored on a regular basis and significant variances investigated.
	None
	N/A

	
	
	

	
	
	

	4.
NETWORK ADMINISTRATION
	
	

	
	
	

	4.1
The Inventory system of roads, infrastructure, lights, road signs, etc is both complete and accurate.
	Plans are underway to complete the survey of roads ‘furniture’ by next year.
	To be reviewed during the follow up.

	
	
	

	4.2
All Work Orders are authorised and are based upon system generated inspection reports.
	Refer to 4.3
	Refer to 4.3

	
	
	

	4.3
Work Orders issued to contractors or in house service providers are monitored to ensure task instructions are adequately addressed.
	1.
Network staff have confirmed that the weekly inspection of “jobs awaiting approval” on the RMS is not being carried out.  It was stated that the reasons for this is lack of training and knowledge of the system. 

2. Network payment approvals are being system generated after 21/28 days.  This does not provide evidence that the charges have been reviewed and approved.  It was stated that all Network generated Work Orders are being reviewed on completion. However, because Network are not initiating, and therefore not approving the payment process stage there is no audit evidence that they have reviewed all the final charges.   From a sample of 13 Work Orders:

· Eight had no back up evidence of being reviewed / agreed and payment was system generated.

· In one instance there was paper evidence of disputed costs but the higher Maintenance Measured Value was automatically processed / systems generated – no credit has appeared on Integra.

· From an estimated value of £10.5k a payment of £24K had been systems generated.  Agreement has not been finalised but the payment has still been processed through Integra .

3. The weekly report and journal provided by the Infrastructure Administration Manager has a combination of the jobs awaiting approval, Network payments that have been system generated and pre-approved Maintenance Section Work Orders.  It was stated that Network staff spend considerable time extracting and sorting the information into a format that is suitable for relevant Managers for approval.  This is done by way of a journal checklist.

4. The RMS had produced a Random Sample of twenty eight Work Orders in the period May 2003 and March 2004.  The total value of this selection is in excess of £550,000.  It has been confirmed by the Network Manager that the appropriate audit required of this sample has not occurred.  

1. There is a lack of clarification regarding responsibility for processing ‘jobs awaiting approvals’ to payment stage.

2. Charges are being transferred from Network Revenue to Trading Accounts without appropriate checks being evidenced.

3. There is an apparent lack of working knowledge within Roads Network of the RMS and in particular, what reports can or cannot be produced. This may be causing duplication of effort.

4. The Audit process which protects the integrity of the measurements and valuations of Work Orders issued, completed and approved by Roads Maintenance is not being carried out.

Audit Comment # 3

	1. Roles and responsibilities should be clarified and further training should be provided if necessary. 

2. Network Staff must inspect the “jobs awaiting approval” at least once a week to agree / disagree the final charges.  If agreed Network staff should progress the Work Order onto the payment stage.
3. Investigate whether the system can produce reports that are more tailored to Roads Network requirements. 

4. The Audit process of Road Maintenance should be initiated immediately

	
	
	

	4.4
Planning applications for roads related developments are approved and processed in a timely manner.
	None
	N/A

	
	
	

	4.5
Road Safety Audits and investigation procedures are being carried out according to requirements.
	None
	N/A

	
	
	

	4.6
Statistical returns / performance indicators are being accurately completed and promptly submitted.
	None
	N/A

	
	
	

	4.7
The Roadworks Register is maintained according to statutory requirements.
	A Roadworks Register is held in line with legislation.  However, at the time of review the last information from N forms was for September 2003.  A pile of ‘N’ and ‘R’ forms was present but had yet to be entered onto the register.
· The Council is not fully complying with the legislative requirements as the Road Works Register is not being kept up to date.

· Information may be lost or mislaid prior to entry onto the Register leading to it not holding complete information.
Audit Comment # 1
	· All relevant information outstanding should be entered into the Register.
· Future information should be entered as soon as practical after it is received.
· The Register should be regularly reviewed to ensure it is being kept up to date.


	
	
	

	4.8
Reservoir Legislation is adhered to.
	Verbal comment to ensure evidence of regular inspections is obtained.
	To be reviewed during the follow up.

	
	
	

	5.
CAPITAL EXPENDITURE
	
	

	
	
	

	5.1
Capital works are correctly determined and represent either an enhancement to or improvement of the Council’s infrastructure.
	None
	N/A

	
	
	

	5.2
Commitments and expenditures have prior Council approval and are accurately recorded as to account, amount and period. 
	None
	N/A

	
	
	

	5.3
Capital related progress payments are based upon measured works and / or agreed / contracted rates of pay.
	None
	N/A

	
	
	

	5.4
Adequate monitoring of works in progress and associated reporting to Committee takes place.
	None
	N/A

	
	
	

	
	
	

	
	
	

	
	
	

	6.
CONTRACT MANAGEMENT
	
	

	
	
	

	6.1
Arrangements for service provision from third parties are contractually enforceable.
	Refer to 6.2
	Refer to 6.2

	
	
	

	6.2
Steps are taken to ensure contract conditions are being applied.
	Annual Programmes / Contracts – Private Contractors

From a sample of three contracts awarded to private contractors:

· All contracts have been extended on an annual basis since 1998;

· Committee approval for continuation has not been sought since March 2002;

· All contracts are for over 5 x the de minimis sum;

· Total value of each individual contract since 1998 is over £800k;

· A Contract Guarantee Bond was released in 2001 and the contract is still ongoing;

· In one instance there is incomplete documentation offering continuation. 
Internal Audit accepts that an appropriate review of all rates and charges has been carried out on an annual basis.

Annual Programmes - In-house Arrangements

A three year contract with an annual budget of over £200k was awarded in house in 1997 and has not since been subject to rigorous review.  There are many other Roads Network annual programmes which are allocated in house which individually value under £50k but total over £200k.

The Best Value Service Review: Roads Service - Report CE-06-F - 28 March 2002 recommended the extension of the present in-house arrangements subject to the activities of CCT being further extended or CCT legislation being repealed.  CCT legislation was repealed by the Local Government Scotland Act 2003 and replaced with a Duty to Secure Best Value.
There is a total annual programme revenue budget of over £4.2m which is placed with Roads Maintenance.  Some of these budgets historically were under Roads Network (for example Reactive Repairs and Minor Maintenance, 2002 budget of £1.2m which has since been broken down over several budget heads).  The Network Manager stated that a major part of the works done under these headings is allocated in-house.  It may be that in order to ensure best value, a review of all Roads in-house arrangements should be undertaken.

Rolling Programmes

There are currently 11 rolling programmes totalling over £1.08m.  Three of these areas of activity have a budget of over £150,000.  It is stated by the Network Manager that much of this work is done in-house.

1. Both private and in-house contract / agreements have not been subject to rigorous review since 1998.  Therefore, the Authority is not in a position to prove that best value is being achieved.

2. Standing Orders relating to Tenders and Contracts are not being applied (e.g. appropriate approval is not being obtained for contract extensions).

3. Capital Rolling Programme approved limits are being breached.

Audit Comment # 2


	1.
All existing private contract extensions (over 5 x the de minimis sum) should be evaluated to determine whether a re-tendering process is appropriate. 

2. Existing in-house arrangements in both the Rolling Capital Programme Schemes and the Annual Programmes / Agreements should be reviewed to take into consideration the aggregate value of in-house provision and to ensure best value principles are being adhered to.

3.
Appropriate approval should be sought for all extended contracts.

4.
Consideration should be given as to whether the projects budgeted at over £150k within the rolling programme should be classed as named projects.
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