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1. Introduction 

Employees are often the first to realise that there may be something seriously wrong within the Council. However, they may not express their concerns because they feel that speaking up would be disloyal to their colleagues or to the Council. They may also fear harassment or victimisation. In these circumstances it may be easier to ignore the concern rather than report what may just be a suspicion of malpractice. 

The Council is committed to the highest possible standards of openness, probity and accountability. In line with that commitment we expect employees, and others that we deal with, who have serious concerns about any aspect of the Council's work to come forward and voice those concerns. It is recognised that most cases will have to proceed on a confidential basis. 

The Whistleblowing Policy makes it clear that you can do so without fear of victimisation, subsequent discrimination or disadvantage. This Policy is intended to encourage and enable employees to raise serious concerns within the Council rather than overlooking a problem or 'blowing the whistle' outside. 

The Policy applies to all employees and those Contractors working for the Council on Council premises, for example, agency staff, builders or drivers. It also covers suppliers and those providing services under a Contract with the Council in their own premises.

These procedures are in addition to the Council's complaints procedures and other statutory reporting procedures applying to some departments. You are responsible for making service users aware of the existence of these procedures.

The Policy has been discussed with the relevant trade unions and has their support. 

 2. Aims and Scope of the Policy

 The Policy aims to: 

· encourage you to feel confident in raising serious concerns and to question and act upon concerns about practice;

· provide avenues for you to raise those concerns and receive feedback on any action taken;

·  ensure that you receive a response to your concerns and that you are aware of how to pursue them if you are not satisfied;

· reassure you that you will be protected from possible reprisals or victimisation if you have a reasonable belief that you have made any disclosure in good faith. 

There are existing procedures in place to enable you to lodge a grievance relating to your own employment. The Whistleblowing Policy is intended to cover major concerns that fall outside the scope of other procedures. These include: 

· conduct which is an offence or a breach of law;

· disclosures related to miscarriages of justice;

· health and safety risks, including risks to the public as well as other employees;

· damage to the environment;

· the unauthorised use of public funds;

·  possible fraud and corruption;

· sexual or physical abuse of clients or other employees,

· other unethical conduct, or

· deliberate concealment of any of the above

Thus, any serious concerns that you have about any aspect of service provision or the conduct of employees or members of the Council or others acting on behalf of the Council can be reported under the Whistleblowing Policy. This may be about something that:

· makes you feel uncomfortable in terms of known standards, your experience or the standards you believe the Council subscribes to; or

· is against the Council's Standing Orders and policies; or

· falls below established standards of practice; or

· amounts to improper conduct. 

3. Safeguards 

 The Council is committed to good practice and high standards and wants to be supportive of employees.  It is safe and acceptable for employees or contractors to speak up if they have a whistleblowing concern.

 The Council recognises that the decision to report a concern can be a difficult one to make. If what you are saying is true, you should have nothing to fear because you will be doing your duty to your employer and those for whom you are providing a service. 

 The Council will not tolerate any harassment or victimisation (including informal pressures) and will take appropriate action to protect you when you raise a concern in good faith. 

 Any investigation into allegations of potential malpractice will not influence or be influenced by any disciplinary or redundancy procedures that already affect you. 

4. Confidentiality 

 All concerns will be treated in confidence and every effort will be made not to reveal your identity if you so wish. At the appropriate time, however, you may need to come forward as a witness. 

 5. Anonymous Allegations 

 This Policy encourages you to put your name to your allegation whenever possible. 

 Concerns expressed anonymously are much less powerful but will be considered at the discretion of the Council. 

 In exercising this discretion the factors to be taken into account would include:

· the seriousness of the issues raised;

· the credibility of the concern; and

· the likelihood of confirming the allegation from attributable sources. 

 6. Untrue Allegations 

 If you make an allegation in good faith, but it is not confirmed by the investigation, no action will be taken against you. If, however, you make an allegation frivolously, maliciously or for personal gain, disciplinary action may be taken against you. 

 7. How to Raise a Concern 

As a first step, you should normally raise concerns with your immediate manager or their superior. This depends, however, on the seriousness and sensitivity of the issues involved and who is suspected of the malpractice. For example, if you believe that management is involved, you should approach the Chief Executive or the Strategic Director as the Council's Monitoring Officer or the Head of the Welland Internal Audit Consortium. The Audit Commission has also set up a confidential hotline for Council employees to provide them with guidance where employees suspect fraud or corruption. The telephone contacts for these senior officers and the Audit Commission are given below. 

Concerns may be raised verbally or in writing. Employees who wish to make a written report are invited to use the following format:

· the background and history of the concern (giving relevant dates);

· the reason why you are particularly concerned about the situation 

The earlier you express the concern the easier it is to take action. 

Although you are not expected to prove beyond doubt the truth of an allegation, you will need to demonstrate to the person contacted that there are reasonable grounds for your concern. 

 Advice and guidance on how to pursue matters of concern may be obtained from:

· the Chief Executive – Lynn Aisbett - Ext 536

· the Monitoring Officer – Christine Marshall - Ext 532

· the Head of Welland Internal Audit Consortium  - Direct Line 07796 940015

· the Audit Commission hotline – 0171 630 1019 

You may wish to consider discussing your concern with a colleague first and you may find it easier to raise the matter if there are two (or more) of you who have had the same experience or concerns.  You might also consider contacting Public Concern at Work, an independent whistleblowing charity that offers free, confidential advice to people concerned about crime, danger or wrongdoing at work.


You may invite your trade union representative or a friend to be present during any meetings or interviews in connection with the concerns you have raised. 

8. How the Council will respond 

The Council will respond to your concerns. Do not forget that testing out your concerns is not the same as either accepting or rejecting them. 

Where appropriate, the matters raised may: 

· be investigated by management, internal audit, or through the disciplinary process;

· be referred to the police;

· be referred to the external auditor;

· form the subject of an independent inquiry. 

In order to protect individuals and those accused of misdeeds or possible malpractice, initial enquiries will be made to decide whether an investigation is appropriate and, if so, what form it should take. The overriding principle which the Council will have in mind is the public interest. Concerns or allegations which fall within the scope of specific procedures (for example discrimination issues) will normally be referred for consideration under those procedures. 

 Some concerns may be resolved by agreed action without the need for investigation. If urgent action is required this will be taken before any investigation is conducted. 

Within ten working days of a concern being raised, the person with whom you have raised the issue will write to you:

· acknowledging that the concern has been received;

· indicating how we propose to deal with the matter;

· giving an estimate of how long it will take to provide a final response;

· telling you whether any initial enquiries have been made;

· supplying you with information on staff support mechanisms, and 

· telling you whether further investigations will take place and if not, why not. 

The amount of contact between the Officers considering the issues and you will depend on the nature of the matters raised, the potential difficulties involved and the clarity of the information provided. If necessary, the Council will seek further information from you. 

Where any meeting is arranged, off-site if you so wish, you can be accompanied by a union or professional association representative or a friend. 

The Council will take steps to minimise any difficulties which you may experience as a result of raising a concern. For instance, if you are required to give evidence in criminal or disciplinary proceedings the Council will arrange for you to receive advice about the procedure. 

The Council accepts that you need to be assured that the matter has been properly addressed. Thus, subject to legal constraints, we will inform you of the outcome of any investigation. 

9. The Responsible Officer 

The Monitoring Officer has overall responsibility for the maintenance and operation of the Policy. She maintains a record of concerns raised and the outcomes (but in a form which does not endanger your confidentiality) and will report as necessary to the Council. 

10. How the Matter can be taken further 

The Policy is intended to provide you with an avenue within the Council to raise concerns. The Council hopes you will be satisfied with any action taken. If you are not, and if you feel it is right to take the matter outside the Council, the following are possible contact points: 

· the external auditor;

· your trade union;

· your local Citizen Advice Bureau;

· relevant professional bodies or regulatory organisations;

· the police 

If you do take the matter outside the Council, you should ensure that you do not disclose confidential information.

12. Maintaining the Policy

The Policy will be reviewed by the Overview & Scrutiny Committee on an annual basis to ensure that it continues to describe, fully and accurately, the reporting options available to you.

The Council will give all employees to discuss whistleblowing arrangements at staff meetings on an annual basis.


MELTON BOROUGH COUNCIL

CORPORATE COUNTER FRAUD STRATEGY

January 2009

Approved at Council on 26 February 2009

A strategy for dealing with theft, fraud and corruption

1.  INTRODUCTION

The Council has a duty to protect the public money that it controls from loss due to dishonesty.  It also has a duty to provide assurance to the people of Melton; to its employees; and to other stakeholders that it is taking this responsibility seriously. 

The adoption of a formal strategy provides an opportunity to communicate to everyone involved with the Council, our absolute determination to deal with dishonesty, whether involving Councillors, employees, contractors or customers.  It sets out the steps that the Council is taking to maintain and improve its defences against dishonesty, as well as targets against which we can measure our performance. It also shows how the Council is making use of the support available from its providers of internal audit services – the Welland Internal Audit Consortium – to assure the effectiveness of its arrangements.

It demonstrates that the Council is committed to openness, honesty and integrity in all its dealings. 

2.  ELEMENTS OF THE STRATEGY

The Strategy is made up of the following elements:

· prevention; 

· detection;

· investigation;

· retribution and restitution; and

· use of deterrents.

Running through the various elements is a clear theme of individual responsibility.  Councillors and employees must be responsible for their own conduct: each of them has a part to play in maintaining the high standards set by the Council.  This document has been drafted to show how we are addressing each element of the Strategy and to highlight and set targets for the completion of those things that are still to be done.

Any strategy must be subjected to regular testing to ensure that it is delivering the required outcomes.  The Council’s arrangements for dealing with the risks of theft, fraud and corruption are evaluated annually by our external auditors.  In addition, the Strategy contains improvement targets against which progress can be assessed on a regular basis: progress reports will be contained in each year’s Annual Report of Internal Audit produced by the Head of Consortium.

2.1 PREVENTION. The Council will take all reasonable and appropriate steps to make theft, fraud or corruption difficult. This will be done through:

Sound systems that identify clearly the responsibility of individuals

Standing Orders and Financial Procedural Rules provide the basis for the effective management of the Council’s affairs and the foundations upon which effective systems of control can be developed. It is therefore critical that they be subject to regular and rigorous scrutiny to ensure that their effectiveness is not eroded by changes in legislation, structures, policy or other causes.


To supplement Financial Procedural Rules and to ensure that all employees involved in official financial transactions have a clear and consistent understanding of the processes involved and their individual responsibilities, the Head of Financial Services, as Section 151 Officer, has commissioned the development of a suite of Financial Instructions.  Since the drafting of detailed Instructions is a resource intensive activity, it is planned that the initial suite, covering the Council’s fundamental financial systems, will be developed as part of the planned programme of work for internal audit during 2009/10 and future years. Thereafter Instructions will be subject to routine review in the course of planned audit work. Additions to the initial suite of Instructions will be made in response to either:

· Findings of subsequent audit reports; or

· Instructions from the Head of Financial Services.


Documenting key processes and key controls and issuing formal procedural instructions has the effect of making it clear to employees that there is a standard and correct way of working. This reduces errors and makes it more likely that any improper transactions would be detected. Because all local authorities are required to make special arrangements to deal with the risk of benefit fraud, the Council will give priority to documenting processes and controls and developing procedural instructions for this service area.  

Good employee selection procedures

The Council seeks to employ honest and competent employees to reduce the likelihood of loss whether from mistakes or misconduct. Good employee selection procedures, consistently applied, reduce the Council's risk and for that reason they are a requirement of our insurers. 

A Recruitment Policy has been adopted by the Council and corporate recruitment procedures have been developed in support of that policy. The operation of some of these procedures has been devolved to departmental managers and it is important to ensure ongoing and effective compliance with approved policies and procedures.


Codes of Conduct for Members and Employees

The Council has adopted Codes of Conduct for Members and Employees to underline its commitment to the highest standards of probity.

The National Model Code of Conduct for Members was issued by the Secretary of State under the provisions of the Local Government Act 2000 and represents a national standard of good practice. A Code of Conduct for Members based on the national model forms part of the Constitution adopted by the Council in April 2007: the Constitution also contains a Code of Conduct for Employees although the Government has still to deliver the promised model code for employees. The Council has also adopted a Protocol for Members and Officers dealing with Planning Matters and a Protocol for Member Officer Relations. 
The Council has established a Standards Committee to guide its work in meeting the requirements of the new Ethical framework contained in the Local Government Act 2000. The role of the Committee is to promote and maintain high standards of conduct by Members and employees; to oversee ethical issues; and to provide advice and guidance to Members on the Code of Conduct
Members and employees are required by their Codes of Conduct to register certain interests and gifts and hospitality offered/accepted A Register of Members Interests and a Register of Gifts and Hospitality for use by both Members and employees is maintained by the Monitoring Officer: employees are required to notify their line managers of any personal interests that might impact on the proper discharge of their duties.  Members are also required to declare any personal and prejudicial interests which they may have in matters under consideration at Committee and other meetings and these declarations are recorded in the minutes.


Training and support

The risk of loss due to mistake or dishonesty is reduced if all employees are both trained in the technical requirements of their jobs and clearly instructed as to the standards of honesty that the Council requires of its Councillors, employees, contractors and customers.




2.2 DETECTION. The Council's processes and procedures will be designed to make mistakes or deliberate misconduct easy to detect.  Procedures will be drafted so that employees are clear about their responsibilities to be alert to possible error or misconduct.

The Council's key financial processes have been designed to incorporate internal checks and are documented to show who should do what and how.  Internal check means that the work of one employee serves as a check on the accuracy and legitimacy of the work of his/her fellow. If employees know how each process should be carried out, non-standard behaviour should be easily detected. Financial and management controls are subject to regular review by internal audit and any weaknesses or scope for improvement are reported to the relevant managers.


The Head of Consortium will continue to ensure that the internal audit function promotes effective and appropriate internal controls. Risk-based auditing will address the effectiveness of controls put in place to manage the risks of error fraud or corruption and reports to service managers and the Section 151 Officer will include recommendations as to necessary improvements. 
The Head of Consortium’s Annual Report on Internal Audit for 2008/08 and future years will address specifically the adequacy of the Council’s arrangements to manage the risks of fraud or corruption.  This report will be subject to consideration by the Overview and Scrutiny Committee on the first meeting of the Committee in each municipal year.

The Council recognises that there are special problems to be addressed in respect of Benefits fraud. It has therefore set in place arrangements consistent with the best practice guidance provided by the Government; the Local Government Association and other agencies.  

The Council has made it clear, through the adoption of a Whistleblowing Policy that each employee has an individual responsibility to report any concerns about acts of impropriety - including any and all types of dishonest behaviour. The Whistleblowing Policy is subject to regular review and was last updated in 2009

The Council also recognises that members of the public may make have or obtain information that raises legitimate concerns about aspects of the Council’s activities.  There is a need to develop and publicise channels through which such concerns might be raised.


2.3 INVESTIGATION. Any evidence of misconduct will be investigated thoroughly. In the event that evidence suggesting criminal misconduct is found, the Council will notify the police and will give vigorous support for any criminal investigation.

The Council has two internal agencies with capacity for investigating cases of suspected fraud or financial misconduct. The Fraud Investigation Officer carries out both reactive and proactive investigations of suspected benefit fraud. The Welland Internal Audit Consortium is the agency usually charged with the investigation of any other category of suspected fraud or financial misconduct. All other misconduct (i.e. not involving fraud or financial matters) will be dealt with in accordance with the Council’s Dismissal and Disciplinary Procedure.

The incidence of criminal misconduct not related to benefit fraud is low; however the Consortium has established a clear framework for liaising with the police are in place and the effectiveness of those arrangements has been tested and demonstrated.  

2.4 RETRIBUTION & RESTITUTION. In the event that misconduct is proved, the Council will take appropriate disciplinary and/or legal action. Where a prosecution results, the Council will seek restitution.

The Council's Local Terms and Conditions specify the action that is appropriate for different categories of misconduct by employees. The Council is consistent in its application of its disciplinary arrangements. 


The Audit Commission now requires each local authority to adopt a formal “Fraud Response Plan” making clear the responsibility of specific post holders in the event of a reported fraud. The Council has responded to this new requirement and its Plan has been adopted as Appendix A to the Counter-Fraud Strategy.  

2.5 DETERENCE. The Council will publicise the fact that its arrangements make it likely that dishonest behaviour will be 

detected quickly and that it will take appropriate legal and/or disciplinary action to punish offenders and to recover from them any losses that they have caused.

The Council attempts, with some success, to have all successful prosecutions for benefit fraud reported by the local press. The Communications Officer assists in our attempts to place stories with the local media to ensure that local people are aware of the Council’s successes in investigating fraud.  The Council’s own free paper “Melton Mail” provides a further channel of communication with local people and promoting the whistleblowing arrangements available to them if they have concerns about or evidence of dishonesty.

Action Point 12: Pursuit of Publicity

The Communications Officer will continue to seek to place articles both in the local media and in the Melton Mail to:

· publicise the Council's commitment to act against dishonesty;
·  highlight successes in prosecuting fraudsters; and
·  promote the Council’s Whistleblowing arrangements 
Application forms for benefits, grants and other services contain warnings, expressed in "Plain English" of the action that will be taken against people making false or incomplete statements.  The greatest risks of client dishonesty are judged to relate to applications for benefits; for grants; and for Council accommodation: it is therefore appropriate to keep under annual review the warnings included in the applications for these services

Action Point 13: Review of anti-fraud warnings

The Head of Social and Economic Development and the Head of Regulatory Services will ensure that the warnings contained in application forms for benefits; grants and Council accommodation are reviewed annually to ensure that they comply with best practice guidance.

A review of such forms will be completed by 30th September 2009

2.6 THE AUDIT PROCESS. The Council's arrangements for dealing with theft, fraud and corruption will be subject to review as part of the annual programme of section 151 work.

The arrangements to deal with loss arising from dishonesty are an integral part of the Council's financial and operational systems. Key financial systems are reviewed annually while operational systems are reviewed over a three-year cycle. The frequency with which operations are subject to audit is determined by an assessment of risk. The most accurate assessment of risk is obtained through the informed involvement of strategic management in the process of developing the Council’s Strategic Audit Plan and in the engagement of service managers in the development of the Terms of Reference for individual audit assignments.


3. CONCLUSIONS

It is important to the Council's role of community leadership that it demonstrates the highest standards of behaviour in its conduct of public business and in the use of public money. The adoption of a strategy to deal with the risks of theft, fraud and corruption is part of an ongoing process of living up to those standards. Of equal importance will be the way in which the Council monitors its performance against the strategy and searches continuously for ways in which it can improve standards.
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Anti-Fraud Policy 

Part 1 – Statement of Intent

1.1
Melton Borough Council is determined to maintain its reputation as an authority which will not tolerate theft, fraud, corruption or abuse of position for personal gain in any area of its organisation or activities.

1.2
The Council has therefore adopted this Anti-Fraud and Corruption Policy which is designed to:

· Promote a culture of openness, integrity and accountability on the part of its members and employees.

· Eliminate so far as possible opportunities for theft, fraud, corruption and abuse of position to take place.

· Establish effective arrangements for the detection and investigation of any malpractices that do occur and for the imposition of appropriate sanctions against offenders.

· Provide suitable information and training for members and employees to ensure that they are aware of their duty and responsibility to assist the Council to achieve these objectives.

1.3
In adopting this policy, the Council aims to reflect the values set out in the Seven Principles of Public Life formulated by the Nolan Committee. These principles are set out in Annex 1.
1.4
The Chief Executive and Corporate Directors will ensure that disciplinary action is taken at the right time and without prejudice to any criminal action.  The Chief Executive will ensure appropriate actions whether disciplinary, criminal or civil are applied to those who have committed fraud. 

1.5
The Council will always seek to ensure that persons subject to investigation are treated fairly and will comply with all applicable legal safeguards. 

1.6
Definitions:

· “Theft” is defined as “intentional and dishonest borrowing, misappropriation or misuse of Council assets or facilities, including actions that may fall short of offences under criminal law”.

· “Fraud” is defined as: “the intentional distortion of financial statements or other records carried out to conceal the misappropriation of assets or otherwise for personal gain.”

· “Corruption” is defined as: “the offering, giving, soliciting or acceptance of an inducement or reward which may improperly influence the action of any person.”

· “Abuse of position for personal gain” is defined as: “making, contributing to or influencing a decision of the authority to take or to avoid any action, when such a course is motivated by improper consideration of financial or other advantage for the individual concerned or for any other person.”

Part 2 – The Council’s Culture

2.1
The Council is committed to promoting an environment of effective corporate governance (the way in which we manage our affairs) through the openness, integrity and accountability of its members and employees.

2.2
The Council will ensure that everyone has a role to play in tackling fraud i.e. public, staff, professionals, managers and policy-makers.  The council will publicise that all types of fraud are being tackled and all methods are being used to counter it.

2.3
The Anti Fraud and Corruption Policy underpins the commitment already made by the Council to provide the highest quality of services to all of residents and customers by:

· Promoting clear and positive community leadership.

· Consulting with and listening to local people in its planning and 



decision making.

· Making the most efficient and effective use of public resources 



through the rigorous application of the Best Value review process.

· Encouraging co-operative and partnership working with public, 



private and voluntary organisations.

· Supporting, valuing and developing its members and staff enabling 



them to contribute to the continuous improvement of the quality of 



services.

2.4
Elected members set the tone for the Council as a whole. By being seen to take seriously all matters involving financial probity and standards of personal conduct, members will provide a clear lead to all persons involved with the Council in any capacity.

2.5
The following senior officers have statutory responsibilities for regulating the conduct of the Council.

· The Chief Executive (Head of Paid Service), responsible for the overall management and direction of the Council.

· The Head of Financial Services (S151 Officer),  responsible for the financial management and financial probity of the Council.

· The Head of Legal and Administrative Services (Monitoring Officer), responsible for the legal probity of the Council.

2.6
All of the Council’s chief officers and heads of service have responsibility for the proper organisation and conduct of their services. The Council expects them to maintain an environment in which employees and others are welcome to raise issues relating to the way in which business is conducted.

2.7
The Council expects and requires all of its employees to display honesty and integrity in their personal dealings with the Council, both as members of staff and as users of Council services. The good sense and alertness of employees can also prove vital in drawing management attention to any areas of systems weakness, which could provide opportunities for fraud. 

2.8
The Council also expects and requires all individuals and organisations (such as contractors, voluntary bodies and service users) with which it comes into contact to act towards the Council with honesty and integrity.

2.9
All members and employees must ensure always that they avoid situations where there is potential for a conflict of interest. Such situations can arise, for example, with externalisation of services, licensing, tendering and planning and land issues. Effective role separation will ensure that decisions are seen to be based on impartial advice and avoid concern about the improper disclosure of confidential information.

Part 3 – Raising Concerns

3.1 Anyone who has a genuine concern about potential fraud or corruption, or weak financial systems within the Council, is encouraged to bring it to the Council’s attention (in confidence) through any of the following channels:

· The Chief Executive and Corporate Directors

· The Monitoring Officer,

· The Chairman of the Standards Committee

· The relevant Head of Service and Head of Financial Services

· The direct line manager

· The Council’s internal auditors

3.2
All of the above are required by the Council to take such concerns seriously and to ensure that they are properly investigated.

3.3
Referrals should be made as soon as there is a suspicion of fraud or corruption, which is substantiated by at least one reliable piece of information. Where the source of referral is known, the referral will be acknowledged by the investigating officer.  The investigating officer will ensure investigations focus on obtaining information so that recovery of funds can take place.

3.4
The only circumstance in which someone raising an issue could face criticism or (in the case of employees) disciplinary action, is where they have made a malicious or vexatious allegation which they know to be untrue.  

3.5
If, for any reason, you feel unable to raise your concern through any of the contacts listed above, you can also approach any of the following:

· The External Auditor, Price Waterhouse Cooper, tel.: 0207 396 1249.  (Price Waterhouse Cooper is not a Council employee and is not subject in any way to the Council’s control.)

· The Audit Commission Hotline, tel. 0207 6301019

· The Local Government Ombudsman, tel. 01904 380200

3.6
The Council has adopted a WHISTLEBLOWING POLICY to encourage and enable members of staff to raise serious concerns. ANNEX 3

Part 4 – Prevention

4.1
The Council recognises that prevention is better than cure. Fraud and corruption will be minimised where proper procedures are followed, sound financial systems are in place and effective arrangements are made for oversight and monitoring.

4.2
The Council has developed a comprehensive network of procedures and systems to provide deterrence against fraud and corruption and to assist in their detection. These arrangements will be reviewed and developed as necessary to keep pace with future developments.

4.3
The following paragraphs provide a summary of the arrangements that the Council currently has in place:

4.4
Members of the Council

4.4.1
All members of the Council are required to comply with relevant legislation, with the Melton Member Code of Conduct and with the Council’s Procedural Rules including those relating to Finance and Contracts. These are set out in the Council’s Constitution.

4.4.2
Members sign to indicate that they have read and understood the Melton Member code of conduct when they take office. Conduct and ethical matters are specifically covered within members’ induction and refresher training.

4.4.3
Members are required to register financial and other interests in the Register of Members’ Interests maintained by Legal Services. Members are responsible for ensuring that the information recorded about them in the Register is kept up to date.

4.4.4
Members are required, at the earliest opportunity, to declare their personal and prejudicial interests in respect of matters being discussed at meetings of Full Council, Committees, Tasks and Working groups. They are also expected to comply with the Member Code when representing the Council on external bodies.

4.4.5
Members are required to declare the receipt of all gifts and hospitality over the value of £25 in a separate Register maintained by Legal Services. Items of a lower value can also be entered in the Voluntary Register.

4.4.6
Member behaviour is also governed by the Planning Code of Conduct for members dealing with matters and the Member/Officer Relationship Protocol, which form part of the Constitution.

4.4.7
The Council’s Standards Committee sets and monitors standards of conduct. It includes independent members who are neither members nor employees and is chaired by an independent member.

4.4.8
The Standards Board for England overarches these internal arrangements. The Board has powers to suspend or disqualify members in serious cases.

4.5
Employees

4.5.1
A key preventative measure is for managers to take effective steps at the recruitment stage to establish, as far as possible, the suitability, honesty and integrity of potential employees. Temporary and contract appointments need to be considered in this context as well as permanent appointments.  

4.5.2
Managers should consider whether criminal records checks are appropriate for particular appointments. Further advice on the relevant procedures can be obtained from the Human Resources Section.

4.5.3
The Council’s Code of Conduct for Employees sets out the Council’s expectations and requirements for personal conduct, including a Policy Statement on personal interests. Employees are reminded that they should not use their professional position within the Council to seek advantage. A copy of the Employee Code is available on Intranet and reproduced within the Constitution.

4.5.4
Employees must declare to the Monitoring Officer any pecuniary and/or non-pecuniary interests in Council contracts in accordance with Section 117 of the Local Government Act 1972.

4.5.5
Employees are not permitted to accept any fees or rewards whatsoever other than their proper remuneration. Where any gifts other than small value gifts freely available at conferences/seminars etc. or hospitality are accepted on behalf of the Council, these must be recorded in the appropriate Gifts and Hospitality Register, maintained by Legal and Admin Section.

4.5.6
The Council has Disciplinary Procedures in place, which are applicable to all employees.

4.6
The Monitoring Officer

4.6.1
The Council has designated the Head of Legal and Admin as being its Monitoring Officer in accordance with the requirements of the Local Government Act, 2000. The Monitoring Officer is under a duty to report to the Council if at any time it appears to her that any act, proposal, decision or omission by the Council is contrary to law.

4.7
Financial procedures and systems

4.7.1
The Council has appointed the Head of Financial Services as the officer responsible for making arrangements for the proper administration of its financial affairs under the provisions of Section 151 of the Local Government Act, 1972.  

4.7.2
The Head of Financial Services also has responsibilities under Section 114 of the Local Government Act 1988 to make a formal report to the Council in the event that it appears to her that it has incurred, or may incur, unlawful expenditure or expenditure in excess of the resources available to the Council.

4.7.3
The Council’s approved FINANCIAL PROCEDURES are set out in:

· Financial Regulations

· Procedure Rules in Relation to Contracts

4.7.4
These procedures are binding on all employees and on all members of the Council.  

4.7.5
It is the responsibility of chief officers and heads of service to ensure that the procedures operated by their staff comply with the requirements set out in these two documents. Advice can be obtained from the Head of Financial Services whenever needed.

4.7.6
The Financial Regulations form the basis on which systems have been designed to cover all aspects of the Council’s financial administration. A key element is the requirement for separation of duties to ensure that errors and opportunities for fraud are minimised. Chief Officers and heads of service are responsible for ensuring that the financial systems used in their departments are properly followed and documented, and that the appropriate controls are maintained.

4.7.7
In accordance with the requirements of the Accounts and Audit Regulations, 2003, the Council maintains an internal audit service. 

4.7.8
Internal audit provide an independent review as to whether financial systems are being operated in an appropriate and effective manner. Any weaknesses identified are reported to management, who have the duty to take corrective action.

4.7.9
The Head of Financial Services will provide reports on system weaknesses in each case where fraud is established to a) Chief Executive b) Internal Audit c) External Audit.  Internal Audit will act to recommend action to strengthen local systems and take account of information supplied when processing system audits.

4.8
Housing and Council Tax Benefits

4.8.1
The Council recognises it faces special challenges in ensuring the financial integrity of the benefits system, whilst maintaining a quality service for law abiding applicants and landlords. It has therefore adopted a detailed BENEFIT FRAUD SECURITY STRATEGY ANNEX 4 for the benefits service, which is complementary to the overall policy framework set out in this document. 

4.9
IT Security

4.9.1
The Council’s IT arrangements are designed to ensure the secure use of systems for their approved purposes. The IT STRATEGY has been developed to regulate the following areas of risk:

· Unauthorised access to and use of Council equipment and systems.

· Disclosure of confidential information.

· Importing of unapproved data and programs.

· The threats posed by virus infections.

· Improper use of e-mails and the internet.

4.10
External Safeguards

4.10.1
The Council’s external auditors are appointed by the Audit Commission and are required to comply with the Commission’s Code of Audit Practice. The auditors currently appointed by the Audit Commission are Price Waterhouse Cooper.  

4.10.2
The Council is committed to maintaining a positive and constructive relationship with its external auditors. The Code emphasises the responsibility of the authority’s own management to prevent and detect fraud and corruption. An important part of the role of external audit is to review the effectiveness of the Council’s arrangements for meeting this responsibility.

4.10.3
The Council co-operates with other local authorities and other bodies in combating fraud and corruption. Data may be exchanged with these organisations where appropriate and subject to compliance with the Data Protection Act.   

4.10.4
Contact is maintained as necessary with the following external bodies:

· The Audit Commission

· Chartered Institute of Public Finance and Accountancy

· The Local Government Ombudsman 

· Inland Revenue

· HM Customs and Excise (VAT)

· Leicestershire Constabulary

· The Benefit Fraud Inspectorate

· East Midlands Development Agency

· Government Office for the East Midlands

· Office of the Deputy Prime Minister

· Other Government departments

· Other local authorities

4.10.5
Contacts direct from members of the public are also important in bringing issues to the Council’s attention. Such contacts can include complaints lodged under the Council’s complaints procedure and questions raised with the External Auditor during the audit of the Council’s accounts.

Part 5 – Detection and Investigation 

5.1
Detection

5.1.1
Internal control procedures are designed to deter fraud and can also provide indicators of where fraudulent activity may be occurring. Where large amounts of data are involved, statistical analysis can also highlight individual transactions that fall outside normally expected parameters and are worthy of examination.   

5.1.2
It is often the alertness of members, employees and members of the public to potential fraud that enables detection to occur and appropriate action to be put in hand.  

5.1.3
All employees have a duty to report suspected irregularities to their Head of Service, or through the other channels that are set out in this policy. It is essential that these channels are seen to be fully supported by all managers.  

5.2
Investigation

5.2.1
Chief officers and heads of service must report all instances of potential fraud or corruption immediately to the S151 Officer. This duty applies even where the amount of money involved may appear to be relatively trivial, as an apparently minor matter can turn out to be much more significant after investigation.

5.2.2 In consultation with the Chief Executive the Head of Financial Services will determine how a potential instance of fraud or corruption will be investigated. The ANTI-FRAUD & CORRUPTION RESPONSE PLAN – ANNEX 5 will act as a guide in determining the investigation route and the conduct of the investigation by internal staff.

5.2.4
Where an investigation includes reference to the actions or conduct of members, full co-operation will be expected from the members concerned.

5.2.5
All investigations undertaken by the Council will comply with relevant legislation and codes of practice, in particular:

· Police and Criminal Evidence Act 1984

· Criminal Procedure and Investigations Act 1996

· Human Rights Act 1998

· Regulation of Investigatory Powers Act 2000 (RIPA) 

5.2.6
Specific investigation procedures involving direct or covert surveillance carried out by Council employees or agents will be properly authorised, documented and reported in accordance with RIPA. Employees are expected to fully comply with the Surveillance Guidelines and Procedures issued by the Council.

5.2.7
Investigations will also have full regard to the provisions of the Council’s Equal Opportunities Policies.

5.2.8
Referral of any matter to the police will not be a bar to disciplinary action as the criminal/disciplinary and civil process will run alongside each other.

The Council has drawn up the ANTI-FRAUD & CORRUPTION RESPONSE PLAN for the steps to be followed during/after an investigation to ensure that all parties are informed of the outcome and ensure HR are aware of implications of inappropriate action that may jeopardise criminal sanctions.

5.2.9
Where financial impropriety is discovered or suspected, the Council’s presumption is that the police will be called in. Following a police investigation, the police themselves and the Crown Prosecution Service will determine whether to pursue a criminal prosecution.

5.2.10
The Council may initiate prosecutions in the case of benefit Fraud, as detailed in its Benefit Fraud Security Strategy
5.2.11
The Council will ensure investigations are of a sufficient standard where redress can be sought. 

5.2.12
Where a court conviction has been secured, the Council will normally issue a press release to assist the local media in covering the story. The Council believes that such publicity can serve as a deterrent to the commission of other offences.

Part 6 – Training

6.1
The Council recognises that the continuing success of the anti-Fraud policy will depend to a considerable extent on the effectiveness of its training programmes and the responsiveness of its members and employees. With that in mind, training programmes will be used to reinforce anti-fraud awareness throughout the authority.

6.2
Member induction courses will stress the need for members to set the tone for the authority by full compliance with ethical and conduct standards.

6.3
Chief officers, heads of service and other managers are reminded of their special responsibility for ensuring that opportunities for fraud and corruption are minimised within their areas of responsibility, and that where such problems are suspected they are promptly reported to the S151 Officer.

6.4
Induction courses for employees generally include coverage of conduct issues, including conflicts of interest, gifts and hospitality, and an explanation of the Whistleblowing Policy.

6.5
For employees involved in internal control systems, the importance of adhering to authorised procedures, particularly in relation to separation of duties, is stressed.

6.6
Internal audit staff undertake refresher courses on investigation procedures.
Annex 1
Seven Principles of Public Life as Formulated by the Nolan Committee (The Committee on Standards in Public Life)

1.
Selflessness
Holders of public office should take decisions solely in terms of public interest. They should not do so in order to gain financial or other material benefits for themselves, their family or their friends.

2.
Integrity
Holders of public office should not place themselves under any financial or other obligation to outside individuals or organisations that might influence them in the performance of their official duties.

3.
Objectivity
In carrying out public business, including making public appointments, awarding contracts or recommending individuals for rewards or benefits, holders of public office should make choices on merit.

4.
Accountability
Holders of public office are accountable for their decisions and actions to the public and must submit themselves to whatever scrutiny is appropriate to their office.

5.
Openness
Holders of public office should be as open as possible about all decisions and actions that they take. They should give reasons for their decisions and restrict information only when the wider public interest clearly demands.

6.
Honesty
Holders of public office have a duty to declare any private interests relating to their public duties and to take steps to resolve any conflicts arising in a way that protects the public interest.

7.
Leadership
Holders of public office should promote and support these principles by leadership and example.
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    The Consortium provides an independent internal  review function that meets the statutory  responsibilities of its client local auth orities under  Section 151 of the Local Government Act 1972.  


1. INTRODUCTION

The purpose of the Audit Charter is to bring together in a single document 
the arrangements that have been made by the Consortium and its client local 
authorities to ensure that the internal audit function can exercise effectively 
its responsibilities under s151 of the Local Government Act 1972.   

2. THE ROLE OF INTERNAL AUDIT
The Consortium operates as an independent review and appraisal agency for each of its client authorities. The requirement for the independence of internal audit is specified in the Code of Practice for Internal Audit in Local Government in the United Kingdom. The external auditor for each of the client local authorities is required, on an annual basis, to confirm that an appropriate degree of organisational and professional independence is maintained by the internal audit function. 
3. ARRANGEMENTS TO DEMONSTRATE INDEPENDENCE

The Consortium has been established as an “arms length” entity to deliver internal audit services to the client local authorities. The resources required to provide for the effective operation of the Consortium and the associated revenue budget is subject to agreement by the Board rather than being determined by single client local authority. 

The Consortium has no direct involvement in the management of services or systems on behalf of any client local authority.

Each of the auditors within the Consortium is required to provide an annual declaration of any actual or potential conflicts of interest that might compromise their objectivity in the conduct of particular audits. There is also a requirement to make a declaration if such a conflict of interest is identified in the course of any piece of audit or consultancy work.

4. THE SCOPE OF INTERNAL AUDIT ACTIVITY

The Consortium is responsible for providing assurance as to the operation of the control environment of the client local authority. That assurance should extend to evaluating governance and risk management arrangements and assessing the extent to which effective controls operate over all of the Council’s financial and operational systems to provide for probity, the protection of assets and the achievement of value for money.  

The Head of Consortium is responsible for producing and executing a plan of internal audit for each client local authority that takes appropriate account of the risks associated with each area of audit activity. That plan is developed using a risk-based methodology in line with CIPFA best practice.

After consultation with appropriate senior managers, including the Strategic Management Team, the audit plan is subject to Member scrutiny before formal adoption.

Each client local authority, through its adoption of the Audit Charter has assured that the scope of the Consortium, in delivering the internal audit function, is not trammelled 

5. INTERNAL AUDIT’S RIGHT OF ACCESS

To discharge its responsibilities at each client local authority, the internal audit function requires unrestricted access to all records and to cash, stores, premises and other assets.  Such access must be granted on demand and not be subject to prior notice. Such access also extends to partner bodies or external contractors working on behalf of a client local authority. The Head of Consortium is answerable to the relevant Section 151 Officer should it be considered that these rights have been abused or exercised in an arbitrary or unreasonable manner.

Each of the client local authorities has made specific constitutional provision to assured the necessary rights of access.

6. INTERNAL AUDIT’S RIGHT TO QUESTION INDIVIDUALS
To discharge its responsibilities, the Consortium has the authority to require any officer or Member responsible for the custody or maintenance of accounts or other records or for custody of any assets to provide explanations or information necessary for the purpose of internal audit. This requirement applies to partner bodies or external contractors working on behalf of a client local authority. The Head of Consortium is answerable to the relevant Section 151 Officer should it be considered that these rights have been abused or exercised in an arbitrary or unreasonable manner.

Each of the client local authorities has made specific constitutional provision to assured the necessary rights to ask questions or seek explanations.

7. INTERNAL AUDIT’S REPORTING RIGHTS

The Code of Practice requires that the Head of Consortium should report under his/her own name and have ultimate authority for the content and conclusions of audit reports. It also requires that the Head of Consortium report regularly to an appropriate Member forum on the significant issues arising from the work of internal audit.

The Head of Consortium also has unrestricted access, where he/she deems it necessary, to report to the Chief Executive, individual Directors and appropriate Panels/Committees on issues which, he/she judges, need to be considered in the relevant forum. In addition, the Head of Consortium reports regularly and in person to the Audit Committee (or body discharging the responsibilities of the Audit Committee) and has unrestricted rights of access to the Chairman of the Audit Committee.
Each client local authority has acknowledged the requirement, under the Accounts and Audit Regulations 2003, that the Head of Consortium should issue an “internal audit opinion”. This opinion forms part of the Annual Report on Internal Audit, which is considered by the Audit Committee (or body discharging the responsibilities of the Audit Committee).
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ROLE AND RESPONSIBILITY STATEMENT

1. INTRODUCTION

1.1 The Role and Responsibility Statement – as endorsed by the Strategic Management Teams and appropriate Member bodies of each of the client local authorities – defines:

· the remit and responsibilities of the internal audit function;

· the corresponding responsibilities of the management of the client local authorities; and

· the arrangements for demonstrating the accountability of the Head of Consortium to the relevant stakeholders.

1.2 The Statement represents a critical element of the governance arrangements both of the Consortium and of each of the client local authorities: clarity as to the respective roles and responsibilities of internal audit and management is fundamental to the delivery of an effective internal audit service. It is therefore subject to an annual, formal review, the results of which are reported to the appropriate Member forum at each of the client local authorities as part of the annual report of the Head of Consortium.

1.3 The Statement forms one of a suite of documents defining the organisational arrangements for the operation of the Consortium in full compliance with the CIPFA Code of Practice for Internal Audit. The other key documents are the Code of Ethics, the Audit Charter and the Audit Strategy.

2. TERMS OF REFERENCE OF THE CONSORTIUM

2.1 The Consortium has accepted the CIPFA definition of internal audit as modified to reflect its client base. That definition – set out below – shapes the proper role and responsibilities of the Consortium.


2.2 The control environment comprises the policies, procedures and operations in place at the client local authority to:

· establish, and monitor the achievement of, the organisation’s objectives

· identify, assess and manage the risks to achieving the organisation’s objectives

· facilitate policy and decision making

· ensure the economical, effective and efficient use of resources

· ensure compliance with established policies (including behavioural and ethical expectations), procedures, laws and regulations

· safeguard the organisation’s assets and interests from losses of all kinds, including those arising from fraud, irregularity or corruption

· ensure the integrity and reliability of information, accounts and data, including internal and external reporting and accountability processes.

The control environment also encompasses elements of corporate governance and risk management.

The boundary of the control environment encompasses systems and services provided wholly by or in conjunction with other organisations: the client local authority’s partnership policies and associated arrangements for the management of partnership risk form a critical part of its governance arrangements.

2.3 It is the responsibility of the Head of Consortium to develop, annually, a risk-based programme of internal audits calculated to provide an appropriate level of assurance to management and Members of each of the client local authorities as to the adequacy of the entire control environment. In developing the audit programme, the Head of Consortium will pay due regard to work plans of other internal assurance providers and to the activities of external review bodies.

2.4 The Consortium and the client local authorities also acknowledge that it is appropriate for internal audit to carry out other non-assurance work, including consultancy work, on request where appropriate skills and resources are available.  Consultancy work encompasses the investigation of fraud and corruption at the request of the relevant client and the support of counter-fraud strategies developed by client local authorities.

3. ROLE AND OBJECTIVES OF THE CONSORTIUM


The primary role of the Consortium is to support and assist managers at each 
client local authority as they discharge their responsibilities for the proper 
administration of that authority: this is the s151 role. Discharging the s151 role 
involves the provision of accurate and appropriate information and properly 
evidenced audit opinions - arising both from individual audits and from an 
evaluation of the results of the annual programme of planned audit work – to 
management and Members on the effectiveness of arrangements for 
managing corporate and service risks; the effectiveness of both financial and 
non-financial controls; and the adequacy of governance arrangements. 


In undertaking that s151 role the Consortium will:

· delivering a comprehensive, risk-based programme of internal audits;

· promote and maintain standards of probity, financial awareness and financial administration; and

· provide advice and assistance, as appropriate, to Members, management  and other employees.
The objectives of the Consortium are to:

· independently review and appraise systems of risk management, control and governance throughout the client local authorities and their activities

· ascertain the extent of compliance with the client local authorities’ procedures, policies, regulations and with legislation

· provide reassurance to management that their agreed policies are being carried out effectively

· facilitate good practice in managing risk

· recommend improvements in governance control, performance and productivity in achieving corporate objectives

· review the value for money processes, Best Value arrangements, systems and units within the client local authorities

· work in partnership with the external auditors

· identify fraud as a consequence of its reviews and deter crime.

4. THE RESPECTIVE SECTION 151 RESPONSIBILITIES OF THE CONSORTIUM AND MANAGEMENT

The Consortium is responsible for reporting to management any weaknesses or scope for improvement in systems of control and for recommending how improvements might be achieved. It is the responsibility of Management to ensure that audit recommendations receive appropriate consideration, that they are formally responded to and that, where recommendations have been agreed, they are implemented in a timely and effective manner.

PROMOTION OF STANDARDS

The Consortium is responsible for:

SYMBOL 183 \f "Symbol" \s 10 \h
advising on any changes to Standing Orders which may be identified through the internal audit process; and

· providing advice, if sought, on the drafting or redrafting of Standing Orders/procedural instructions that determine the effectiveness of risk management, financial and/or operational control over Council services/activities or governance arrangements.

It is the responsibility of corporate and departmental management to determine what constitutes proper behaviour and that this is reflected in the way that they carry out their jobs.

It is the responsibility of a manager seeking to draft new, or amend existing, procedural instructions that impact upon financial/operational controls to liaise with Internal Audit

ADVICE AND ASSISTANCE

The Consortium is responsible for responding in a timely and appropriate manner to requests for advice and assistance on matters of:

· fraud or suspected fraud;
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probity;

· risk management
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internal control; 
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financial administration; and – where appropriate

· governance.

In considering requests for assistance, the Consortium will take account of the need to promote a culture in which employees look, in the first instance, to their departmental managers for guidance on the proper conduct of their duties.

Where requests for advice and assistance highlight material issues of probity, risk management, internal control or governance, the Consortium has a responsibility to draw those matters to the attention of the relevant managers. It is for those managers to determine the appropriate response to such information but if the Head of Consortium considers that a response is inappropriate or inadequate he/she has a responsibility to report, ultimately, to the relevant Section 151 Officer and/or Monitoring Officer.
5. ACCOUNTABILITY TO STAKEHOLDERS

The Head of Consortium will report annually to appropriate Member forum at each of the client local authorities.  The Annual Report of the Head of Consortium will contain:

· A formal internal audit opinion as to the adequacy of the control environment. The opinion will be based upon the evidence accrued through the delivery of planned audit work for the year and will make specific reference to any material findings arising from that work.

· Reference to any factors constraining or limiting the scope of the opinion, including availability of resources; restrictions on the proposed terms of reference of particular audits; or ambiguous or unsatisfactory responses to audit recommendations.

· A summary of performance covering the percentage of planned work completed and other agreed indicators of performance.

The Annual Report will be issued as soon after 31st March each year as allowed for by the reporting requirements of the respective client local authority.

The Head of Consortium will report annually to the Board. That report will address the level of assurance provided by the Consortium to each of the client local authorities and the financial and operational performance of the Consortium itself.

The Head of Consortium – or his/her representative – will take quarterly reports to the appropriate Member forum at each of the client local authorities. Those reports will reflect the information requirements of the individual local authorities but will contain consistently calculated indicators of performance as set out below.

6. PERFORMANCE INDICATORS


The effectiveness with which Consortium operates will be measured by the 
following 
indicators, which will be reported to stakeholders:
1. The percentage of available audit time spent on productive (chargeable) 
activities
2. The average cost per audit day

3. The percentage of the planned programme of s151 work completed.

4. The percentage of audit work completed within the resource budget allocated.

5. The percentage of audit work completed by the deadline agreed with the 
client 
at the start of each audit
6. The percentage of audit recommendations accepted

7. The percentage of accepted recommendations implemented
8. The level of client satisfaction determined by post audit questionnaires
9. The level of client satisfaction determined by annual survey
10. Savings identified as a result of internal audit work where the value of 
savings is measurable and valuations are agreed by the client
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INTERNAL AUDIT CODE OF ETHICS
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CODE OF ETHICS

Introduction

The purpose of a Code of Ethics is to promote an appropriate ethical culture for the Consortium. The Code has been developed from work undertaken by CIPFA and the IIA to provide clear rules of conduct and to provide a basis for effective management of ethical behaviour.

Principles

Internal auditors are expected to apply and uphold the following principles:

1. Integrity The integrity of internal auditors establishes trust and thus provides the basis for reliance on their judgement.

2. Objectivity Internal auditors exhibit the highest level of professional objectivity in gathering, evaluating, and communicating information about the activity or process being examined. Internal auditors make a balanced assessment of all the relevant circumstances and are not unduly influenced by their own interests or by others in forming judgments.

3. Confidentiality Internal auditors respect the value and ownership of information they receive and do not disclose information without appropriate authority unless there is a legal or professional obligation to do so.

4. Competency Internal auditors apply the knowledge, skills and experience needed in the performance of internal auditing services.

Rules of Conduct
1. Integrity

Internal auditors: 

1.1 Shall perform their work with honesty, diligence and responsibility

1.2 Shall observe the law and make disclosures expected by the law and the profession

1.3 Shall not knowingly be a party to any illegal activity, or engage in acts that are discreditable to the profession of internal auditing or to the organisation.

1.4 Shall respect and contribute to the legitimate and ethical objectives of the organisation.

1.5 Shall maintain relationships with colleagues, internal clients and external contacts that are characterised by honesty, truthfulness and fairness.

In line with these standards of integrity, there is a specific requirement that auditors must comply with Codes of Conduct for Officers adopted by the client local authorities and with the requirements of policies adopted to address the risks of fraud or corruption.

2. Objectivity

Internal auditors:

2.1 Shall not participate in any activity or relationship that may impair or be presumed to impair their unbiased assessment. This participation includes those activities or relationships that may be in conflict with the interests of the organisation.

2.2 Shall not review any activity for which they have previously had operational responsibility. Auditors should not be assigned such work until the Head of Audit Consortium has determined that a suitable period has elapsed.

2.3 Shall not accept anything that may impair or be presumed to impair their professional judgement.

2.4 Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of activities under review.

3. Confidentiality

Internal auditors: 

3.1 Shall be prudent in the use and protection of information acquired in the course of their duties but should ensure that requirements of confidentiality do not limit or prevent reporting within client authorities as appropriate.

3.2 Shall not make unauthorised disclosure of information unless there is a legal or professional requirement to do so

3.3 Shall not use information for any personal gain or in any manner that would be contrary to the law or detrimental to the legitimate and ethical objectives of the organisation.

4. Competency

Internal auditors: 
4.1 Shall engage only in those services for which they have the necessary knowledge, skills and experience.

4.2  Shall continually improve their proficiency, the effectiveness and quality of their services and maintain their understanding of relevant legislation and other regulatory arrangements relating to their clients.

4.3 Shall ensure that they have sufficient knowledge and understanding of the aims, objectives and governance arrangements of the local authorities that they audit

4.4 Shall ensure that they understand the scope of each audit assignment and the purpose, risks and issues of the service/activity subject to audit.

WELLAND INTERNAL AUDIT CONSORTIUM
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INTERNAL AUDIT STRATEGY
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INTERNAL AUDIT STRATEGY

(2007/08-2009/10)

1. Introduction

The CIPFA Code of Practice for Internal Audit in Local Government requires that the Consortium develop and adopt an Internal Audit Strategy. The purpose of such a strategy is to obtain high-level commitment to:

· The way that the statutory internal audit function is procured

· The way in which strategic audit planning is carried out to provide the level of assurance required for the mandatory Statement of Internal Control produced annually by the client local authorities

· The contribution required of internal audit in respect of:

· corporate governance

· risk management

· internal control

·  The risk-based approach to internal audit that underpins the strategic audit planning process.

2. Model of Service Delivery

It is the policy of the Consortium that the optimal model of service delivery involves:

· the establishment of an effective in-house team, employed by Rutland County Council but subject to oversight by the Board, delivering an agreed programme of risk-based s151 work to each of the client local authorities and with the capacity to respond to requests for consultancy work and special investigations;

· the use of external contractors, selected and managed by the in-house unit, to meet the requirement for specialist support in respect of high-level IT work and, if appropriate, Contract Audit; and

· collaboration with neighbouring local authorities to pursue economies of scale in the joint procurement of that specialist support.

The maintenance of an overwhelmingly in-house model of delivery gives the Council a higher level of control and flexibility than would be achievable though outsourcing. It is also the case that the daily rates charged by external providers are significantly higher than those that apply to in-house staff so that the volume of internal audit cover achievable within a budget is significantly less where reliance is placed on external provision. While external providers may have access to more and better audit software and hence be capable of providing a valid internal audit opinion in fewer days of audit work, their capacity to provide assistance to service managers is necessarily more limited. Support to achieve improvements in internal control is a critical element of the service required by the client local authorities.

The provision for limited use of specialist external contractors recognises that the Consortium does not have the resource base to develop and support fully trained IT audit specialists and that its client base does not require the availability of such specialists of a full time basis. 

3. Providing Appropriate Levels of Assurance

The Consortium is committed to a risk-based approach to internal audit in line with the Code of Practice. To meet this commitment, the Head of Consortium, after consultation with the Board, has developed a strategic audit planning process that identifies the risks associated with the delivery of the corporate priorities of its client local authorities. That risk-based approach will extend to the fundamental financial systems of the client local authorities with the result that such systems will no longer be subject to full audits on an annual basis.

To reflect the requirements of the “Managed Audit” relationship between internal and external audit, the Head of Consortium has identified, jointly with the relevant external audit manager for each client local authority, those key controls over fundamental financial systems that require testing on an annual basis to support the Audit Opinion. That work will be carried out annually, using a testing methodology consistent with external audit requirements.

4. Contribution to Corporate Governance, Risk Management and Internal Control

The Role and Responsibility Statement and the Internal Audit Charter specify that internal audit is an independent review agency. The contribution that the Consortium makes to the Corporate Governance, Risk Management and Internal Control Arrangements of the client local authorities reflects that role.

A key outcome of the annual programme of s151 audit work is assurance as to the standard of each client’s framework of internal control and a series of recommendations designed to strengthen and enhance that framework. The Role and Responsibility Statement makes clear the responsibilities of service managers to address such recommendations. The Head of Consortium’s Internal Audit Opinion will be used to provide direct support to the Statement of Internal Control that each Chief Executive produces annually to satisfy the Accounts and Audit Regulations 2003.

The clients’ corporate risk management arrangements are subject to audit at a frequency determined as part of the strategic audit planning process. In addition, the risk-based approach adopted by internal audit allows the way in which relevant strategic and operational risks are addressed by managers to be evaluated as an integral part of each audit.

An effective internal audit function forms an integral part of the model corporate governance framework developed by CIPFA/SOLACE in response to Government agenda. In addition the work of internal audit will provide assurance as to the effective development and operation of that framework. 

5. Risk Based Approach

In developing the strategic audit plan the Head of Consortium has referred to but has not relied upon the Risk Registers maintained by the client local authorities. This is consistent with CIPFA guidance, given the assessed level of risk maturity at the client local authorities. On an annual basis the Head of Consortium will undertake an assessment of risk maturity – using the approved CIPFA methodology – to provide an objective basis for the level of future reliance placed on the Risk Registers.

The strategic plans developed for each of the client local authorities will be structured to reflect their respective corporate priorities and the manner in which services are organised to support those priorities. A consistent suite of risk factors will be assessed annually to determine the relative risk associated with each identified audit entity for the purpose of developing the annual audit plan. Risk factors will be updated on the completion of each audit to reflect audit findings.

6. Preferred Audit Approach

It is the professional judgement of the Head of Consortium that risk-based auditing is the most effective general approach – although it is accepted that there are areas of work where such an approach cannot be used or where primary (internal) or secondary (KPMG/PwC/Audit Commission) clients express a preference for an alternative approach (e.g. the requirement for routine assurance exercises at schools)

The Council will use a client-focussed approach to risk-based auditing whereby, in each planned audit, the client agrees the relevant risks to the delivery of their services and is involved at an early stage in the definition of the mitigating controls and processes in place; being developed; or judged desirable. Such an approach is calculated to produce audit reports that address material client concerns and are therefore more likely to gain client acceptance to recommended improvements in the control environment.









































































Action Point 15: Annual Reporting





The Head of Consortium will reports annually to the Overview & Scrutiny Committee on the effectiveness of the Strategy, the results of the actions called for within the Strategy and any opportunity for strengthening existing arrangements.





The Head of Consortium will report to the Committee’s first meeting in 20010/11 and annually thereafter.





Action Point 14: Ensuring that the planning of internal work provides appropriate assurance about the management of the risks of fraud or corruption.





In preparing and updating the Strategic Audit Plan each year, the Head of Consortium will consult annually with Corporate Directors and Heads of Service to ensure that there is a clear and common understanding of the Council’s risks and the relative weight appropriate to fraud and corruption risks. The results of those consultations will be recorded in the Annual Report of Internal Audit.





In light of special arrangements for 2008/09 and agreed recovery action for 2009/10. These consultation arrangements will be put in place with effect from 2nd January 2010.























Action Point 11: Review of Disciplinary Arrangements





The Personnel Officer will review disciplinary procedures and recommend such changes as may be required in the light of the Council’s Corporate Prosecution Policy by 31/12/2009








Action Point 10: Establish public channels for Whistleblowing





The Head of Consortium will work with the Assistant Chief Executive (HR & Communications) and the Communications Officer to prepare a “public-facing” declaration about the Council’s whistleblowing arrangements to make clear the avenues open to a member of the public wishing to raise matters of concern. Subject to the endorsement of that declaration by the Council, it will be published on the Council’s website; in the Melton Mail and in the local press by 30th June 2009








Action Point 9: Promoting effective internal controls





Action Point 8: Ensure that employees know the standard of behaviour required of them


The Assistant Chief Executive (HR & Communications) will monitor employee feedback to ensure that the briefing process communicates effectively:


the standard of behaviour that the Council requires from its employees;


the provisions of the Whistleblowing Policy; and


employees’ responsibilities as defined by the counter-fraud arrangements 


The results of such monitoring activity will be referred to in the Annual Governance Statement for 2009/10 and future years.





Action Point 7: Reinforcing the message about standards of behaviour





Heads of Service will use employee briefings to reinforce the message about standards – and to publicise arrangements to deal with the risks of fraud or corruption. At a minimum each will deliver an annual briefing on this issue covering the Council’s whistleblowing arrangements and the key elements of counter-fraud arrangements.





The first cycle of Heads of Service briefings will be completed by 31st March 2010 and evidenced in the Assurance Statements provided to the Monitoring Officer to support the AGS for 2009/10.





Action Point 6: Ensure that new employees know the standard of behaviour required and know what to do if they have concerns about standards





The Assistant Chief Executive (HR & Communications) will ensure that the induction process is revised so that it contains clear and explicit guidance on the requirements of the Code of Conduct and the operation of the Whistleblowing Policy and on the need for fraud awareness. The Induction Checklist will be revised so as to require managers to brief each new employee on:


The Code of Conduct;


The Whistleblowing Policy; and


The Corporate Counter Fraud Strategy





The revised Checklist will be issued by 30th June 2009








Action Point 5: Monitoring the Codes of Conduct and ongoing compliance





The Monitoring Officer, will carry out an annual review of:


the Codes of Conduct to ensure that they incorporate the highest standards of probity and reflect best practice guidance from the Government, the Standards Board for England and any other relevant source; and


evidence, from Registers and other sources, of the extent of compliance with the requirements of the Codes.





The results of these reviews will be reported in the Annual Governance Statement. 








Action Point 4:  Recruitment Procedures


The Assistant Chief Executive (HR & Communications) to monitor compliance with the Council's recruitment procedures and will subject the procedures themselves to periodic review to ensure that they remain effective. The first such review will be completed by April 2012











Action Point 3: Drafting Procedural Instructions


The Head of Social and Economic Development will arrange for the identification and formal documentation of key processes and controls in relation to the benefits service and for the production of all necessary Procedural Instructions by 30th September 2009.





The timetable for the production of Procedural Instructions for other service areas will be determined at the next review of this Strategy. 





Action Point 2: Drafting Financial Instructions


The Head of Consortium will oversee the drafting of Financial Instructions setting out in detail the processes to be applied and the responsibility of individual employees involved in transactions associated with all of the fundamental financial systems.  This work will be carried out as part of the annual review of these systems by Internal Audit beginning in 2009/10 with the production of Financial Instructions for Creditors and Debtors transactions.














Action Point 1: Review of Standing Orders


As part of the annual programme of work for 2009/10 and future years, Internal Audit will review the extent to which Financial Procedural Rules and Contract Standing Orders describe financial best practice and remain fit for the purpose of preventing fraud and corruption. 


The results of such review work will be summarised in the Annual Report of Internal Audit for 2009/10

















Public Concern at Work – Contact Details


Telephone 	020 7404 6609


Email	UK enquiries: � HYPERLINK "mailto:whistle@pcaw.co.uk&" \l "0;" �whistle@pcaw.co.uk��UK helpline: � HYPERLINK "mailto:helpline@pcaw.co.uk&" \l "0;" �helpline@pcaw.co.uk��UK services: � HYPERLINK "mailto:services@pcaw.co.uk&" \l "0;" �services@pcaw.co.uk�


Website 	� HYPERLINK "http://www.pcaw.co.uk" �www.pcaw.co.uk�


























The Consortium provides an independent internal review function that meets the statutory responsibilities of its client local authorities under Section 151 of the Local Government Act 1972.











The Consortium provides an independent internal review function that meets the statutory responsibilities of its client local authorities under Section 151 of the Local Government Act 1972.





Internal audit is an assurance function that provides an independent and objective opinion to each of the client local authorities on risk management, control and governance by evaluating their effectiveness in achieving corporate objectives. Internal audit examines, evaluates and reports on the adequacy of the control environment of each of the client local authorities as a contribution to the proper, economic, efficient and effective use of resources.
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1. INTRODUCTION


The purpose of the Audit Charter is to bring together in a single document the arrangements that have been made by the Consortium and its client local authorities to ensure that the internal audit function can exercise effectively its responsibilities under s151 of the Local Government Act 1972.   


2. THE ROLE OF INTERNAL AUDIT


The Consortium operates as an independent review and appraisal agency for each of its client authorities. The requirement for the independence of internal audit is specified in the Code of Practice for Internal Audit in Local Government in the United Kingdom. The external auditor for each of the client local authorities is required, on an annual basis, to confirm that an appropriate degree of organisational and professional independence is maintained by the internal audit function. 


3. ARRANGEMENTS TO DEMONSTRATE INDEPENDENCE


The Consortium has been established as an “arms length” entity to deliver internal audit services to the client local authorities. The resources required to provide for the effective operation of the Consortium and the associated revenue budget is subject to agreement by the Board rather than being determined by single client local authority. 


The Consortium has no direct involvement in the management of services or systems on behalf of any client local authority.


Each of the auditors within the Consortium is required to provide an annual declaration of any actual or potential conflicts of interest that might compromise their objectivity in the conduct of particular audits. There is also a requirement to make a declaration if such a conflict of interest is identified in the course of any piece of audit or consultancy work.


4. THE SCOPE OF INTERNAL AUDIT ACTIVITY


The Consortium is responsible for providing assurance as to the operation of the control environment of the client local authority. That assurance should extend to evaluating governance and risk management arrangements and assessing the extent to which effective controls operate over all of the Council’s financial and operational systems to provide for probity, the protection of assets and the achievement of value for money.  


The Head of Consortium is responsible for producing and executing a plan of internal audit for each client local authority that takes appropriate account of the risks associated with each area of audit activity. That plan is developed using a risk-based methodology in line with CIPFA best practice.


After consultation with appropriate senior managers, including the Strategic Management Team, the audit plan is subject to Member scrutiny before formal adoption.


Each client local authority, through its adoption of the Audit Charter has assured that the scope of the Consortium, in delivering the internal audit function, is not trammelled 


5. INTERNAL AUDIT’S RIGHT OF ACCESS


To discharge its responsibilities at each client local authority, the internal audit function requires unrestricted access to all records and to cash, stores, premises and other assets.  Such access must be granted on demand and not be subject to prior notice. Such access also extends to partner bodies or external contractors working on behalf of a client local authority. The Head of Consortium is answerable to the relevant Section 151 Officer should it be considered that these rights have been abused or exercised in an arbitrary or unreasonable manner.


Each of the client local authorities has made specific constitutional provision to assured the necessary rights of access.


6. INTERNAL AUDIT’S RIGHT TO QUESTION INDIVIDUALS

To discharge its responsibilities, the Consortium has the authority to require any officer or Member responsible for the custody or maintenance of accounts or other records or for custody of any assets to provide explanations or information necessary for the purpose of internal audit. This requirement applies to partner bodies or external contractors working on behalf of a client local authority. The Head of Consortium is answerable to the relevant Section 151 Officer should it be considered that these rights have been abused or exercised in an arbitrary or unreasonable manner.


Each of the client local authorities has made specific constitutional provision to assured the necessary rights to ask questions or seek explanations.


7. INTERNAL AUDIT’S REPORTING RIGHTS


The Code of Practice requires that the Head of Consortium should report under his/her own name and have ultimate authority for the content and conclusions of audit reports. It also requires that the Head of Consortium report regularly to an appropriate Member forum on the significant issues arising from the work of internal audit.


The Head of Consortium also has unrestricted access, where he/she deems it necessary, to report to the Chief Executive, individual Directors and appropriate Panels/Committees on issues which, he/she judges, need to be considered in the relevant forum. In addition, the Head of Consortium reports regularly and in person to the Audit Committee (or body discharging the responsibilities of the Audit Committee) and has unrestricted rights of access to the Chairman of the Audit Committee.

Each client local authority has acknowledged the requirement, under the Accounts and Audit Regulations 2003, that the Head of Consortium should issue an “internal audit opinion”. This opinion forms part of the Annual Report on Internal Audit, which is considered by the Audit Committee (or body discharging the responsibilities of the Audit Committee).










The Consortium provides an independent internal review function that meets the statutory responsibilities of its client local authorities under Section 151 of the Local Government Act 1972.
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