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AGENDA
PART 1 – PUBLIC BUSINESS

1.

EVACUATION PROCEDURE
A fire drill is not expected, so if the alarm sounds please evacuate the building
quickly and calmly. Please use the stairs and do not use the lifts. Once out of the
building, please gather outside the Yorkshire Bank on the opposite side of the
road.
Exit by the door by which you entered the room or by the fire exits which are
clearly indicated by the standard green fire exit signs.
If you need any assistance in evacuating the building, please make yourself
known to a member of staff.
Please also make sure all your mobile phones are turned off or set to silent.

2.

APOLOGIES - To receive apologies for absence from the meeting.

3.

MINUTES - To confirm the minutes of the meeting of the Audit Committee held on
26th January, 2012. (Page 4).

4.

DECLARATIONS OF INTEREST - To receive declarations of personal/ prejudicial
interests in accordance with the Members' Code of Conduct.
Note: Following the adoption of the new Code of Conduct, members are
reminded that they should declare the existence and nature of their personal
interests at the commencement of the relevant item (or as soon as the
interest becomes apparent). If that interest is a prejudicial interest the
member must withdraw from the room unless dispensation has been given
by the Standards Committee.

5.

PUBLIC CONSULTATION - Members of the public will be given the opportunity to
speak on specific agenda items if notice has been received.

6.

CERTIFICATION OF CLAIMS AND RETURNS - ANNUAL REPORT 2010/11 –
Audit Commission report presented by Neil Preece attached. (Page 6)

7.

AUDIT PLAN 2011/12 – Audit Commission report presented by Neil Preece
attached. (Page 24)

8.

UPDATE ON THE OUTSOURCING OF AUDIT SERVICES - report of the
Executive Director attached. (Page 44)

9.

INTERNAL AUDIT PLAN 2012 -13 - report of the Audit and Governance Manager
attached. (Page 48)
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10.

CONTRACT AND FINANCIAL PROCEDURE RULES – joint report of the
Assistant Director – Governance and Recreation and Assistant Director – Finance
and Procurement attached. (Page 53)

11.

ANTI-MONEY LAUNDERING FRAMEWORK – joint report of the Assistant
Director - Finance and Procurement and the Audit and Governance Manager
attached. (Page 106)

12.

ANY OTHER ITEMS which in the opinion of the Chair of the meeting should be
considered as a matter of urgency because of special circumstances (which must
be specified).
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- 277 NUNEATON AND BEDWORTH BOROUGH COUNCIL
26th January, 2012

AUDIT COMMITTEE

A meeting of the Audit Committee was held at the Town Hall, Nuneaton, on
Thursday, 26th January, 2012.
Present
Councillor J. Haynes (Chair)
Councillors D. Carr, R.G. Copland, G. Smith, R.A. Taylor and Mrs Lesley
Nelson.
An apology for absence was received from Mrs Christine Bacon.
389

Minutes
RESOLVED that the minutes of the meeting held on 3rd November, 2011 be
confirmed and signed by the Chair.

390

Interim External Auditor Appointment 2012/13
The Executive Director submitted a report seeking agreement to the Audit
Commission’s proposal for the appointment of an interim external auditor fro
2012/13.
RESOLVED that the proposed arrangements as set out in the Audit
Commissions letter at Appendix A to the report of the Executive Director be
agreed.

391

Economic Development, Mileage Claims and Mobile Home Sales Update
Report
The Audit and Governance Manager submitted a report to update the
Committee on the progress made in improving control procedures following
Internal Audit reviews of Economic Development, Mileage claims and Mobile
Home sales.
RESOLVED that:
(a)
the progress made as set out in Section 4 to the report of the Audit and
Governance Manager be noted; and
(b)
time.

a further audit review of mileage claims be completed in 6 months
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Strategic Risk Register
The Audit and Governance Manager provided an oral update on the Strategic
Risk Register.
RESOLVED that:
(a)
the lean systems review of Risk Management and Insurance, including
monitoring procedures to commence 20th February, 2012;
(b)
through the Chair, a representative of the Audit Committee be invited to
participate in the lean system review meetings when appropriate: and
(c)
further progress reports be submitted to future meetings of this
Committee.

393

Treasury Management Monitoring Q3 2011/12
The Treasury and Technical Manager submitted a report to inform Committee
Members of the treasury management activities of the Council in accordance
with the CIPFA Code of Treasury Management (Revised 2009).
RESOLVED that the report be noted.

394

Any Other Business
Councillor G. Smith addressed the Committee and requested an update on
progress relating to the apparent incorrect payment of a large utility invoice.
RESOLVED that:
(a)

it be noted that investigations were still ongoing; and

(b)

further updates be provided to future meetings of this Committee.

Chair

Audit Agenda 22 03 12

5

Certification of claims and
returns - annual report
Nuneaton and Bedworth Borough Council
Audit 2010/11

Audit Commission
Audit Agenda 22 03 12

Certification of claims and returns – annual report

1
6

Contents
Introduction..................................................................................................................................................................3
Summary of my 2010/11 certification work ...............................................................................................................4
Results of 2010/11 certification work.........................................................................................................................5
Housing and Council Tax Benefit Claim.................................................................................................................6
Housing Finance Base Data Return.....................................................................................................................11
Summary of recommendations ................................................................................................................................12
Summary of certification fees ..................................................................................................................................13
Appendix 1 – Explanation of different benefit categories .....................................................................................14
Appendix 2 – Housing and Council Tax Benefit claim – list of reasons why cases failed .................................15

Audit Commission
Audit Agenda 22 03 12

Certification of claims and returns – annual report

2
7

Introduction
Local authorities claim large sums of public money in grants and subsidies from central
government and other grant-paying bodies and are required to complete returns providing
financial information to government departments. My certification work provides assurance to
grant-paying bodies that claims for grants and subsidies are made properly or that information
in financial returns is reliable. This report summarises the outcomes of my certification work on
your 2010/11 claims and returns.
Under section 28 of the Audit Commission Act 1998, the Audit Commission may, at the request of authorities, make arrangements for certifying
claims and returns because scheme terms and conditions include a certification requirement. Where such arrangements are made, certification
instructions issued by the Audit Commission to its auditors set out the work auditors must do before they give their certificate. The work required varies
according to the value of the claim or return and the requirements of the government department or grant-paying body, but in broad terms:
■ for claims and returns below £125,000 the Commission does not make certification arrangements and I was not required to undertake work;
■ for claims and returns between £125,000 and £500,000, I undertook limited tests to agree form entries to underlying records, but did not undertake
any testing of eligibility of expenditure; and
■ for claims and returns over £500,000 I planned and performed my work in accordance with the certification instruction to assess the control
environment for the preparation of the claim or return to decide whether or not to place reliance on it. Depending on the outcome of that
assessment, I undertook testing as appropriate to agree form entries to underlying records and test the eligibility of expenditure or data.
1

Claims and returns may be amended where I agree with your officers that this is necessary. My certificate may also refer to a qualification letter
where there is disagreement or uncertainty, or you have not complied with scheme terms and conditions.

2
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Summary of my 2010/11
certification work
The Council has generally performed very well in preparing claims and returns. The one
exception to this is the Housing and Council Tax benefit claim. This claim was very challenging
for both officers and auditors.
My work gave rise to amendment of two of the six claims and returns for the year ended 31 March 2011 that the Authority was required to submit
for certification. I had to issue a qualification letter accompanying my certificate on the housing and council tax benefit claim.
3

Table 1: Summary of 2010/11 certification work
Number of claims and returns certified
Number of claims and returns certified

Six

Total value of claims and returns certified

£80,872,000

Number of claims and returns amended due to errors

Two

Number of claims and returns where I issued a qualification letter because there was disagreement or uncertainty over the content
of the claim or return or scheme terms and conditions had not been complied with

One

Total cost of certification work

£41,107

The claims were generally well prepared and supported by good quality working papers. The exception to this is the Housing and Council Tax
benefit claim. This claim required significant additional work and was subject to a qualification letter.
4
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Results of 2010/11 certification
work
This section summarises the results of my 2010/11 certification work and highlights the
significant issues arising from that work.
Table 2: Claims and returns above £500,000
Claim or return

Housing and council tax
benefit scheme
HRA subsidy
Housing finance base data
return
National non-domestic rates
return
Single programme – Camp Hill
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Value of claim or return
presented for
certification (£’000)

Was reliance placed on the
control environment?

Value of any
amendments made (£)

43,719 No – nationally mandated
approach.
4,160 Yes
N/A No – nationally mandated
approach because of self
financing.

Was a qualification
letter issued?

388 Yes
0 No
41,637 No

30,019 Yes

0 No

2,474 No

0 No
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Table 3: Claims between £125,000 and £500,000
Claim or return

Value of claim or return
presented for certification
(£’000)

Disabled facilities

Value of any amendments made

500

Qualification letter

0 No

Housing and Council Tax Benefit Claim
The certification approach allows senior officers in the Revenues and Benefits section, rather than auditors, to test the claims selected. This
reduces the audit time needed and therefore the cost to the Council. Assessors do not do any of the testing. Officers tested an initial sample of 66
individual cases to assess whether they were in accordance with the relevant regulations. Audit staff re-performed all the cases assessed as not having
met the regulations and a small sample of those that did. Of the 66 cases, 13 (20 per cent) did not meet the regulations.
5

To comply with the Department of Work and Pensions (DWP) requirements, which specify a need for further testing (known as 40+ testing) when
errors are identified in the initial samples, a further 209 cases were selected for testing. Of these, 50 (24 per cent) had not been assessed in
accordance with the regulations. In total, of 275 cases tested, 63 (23 per cent) had not been assessed in accordance with the regulations. Table 4
analyses the testing conducted.

6
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Table 4: Analysis of cases tested
Cases tested

Cases failed

% of cases tested which failed

Initial

40+

Total

Initial

40+

Total

Initial

40+

Total

Non-HRA

6

22

28

2

1

3

33

5

11

Rent Rebates

20

40

60

2

8

10

10

20

17

Rent Allowances

20

107

127

8

36

44

40

34

35

Council Tax

20

40

60

1

5

6

5

13

10

Total

66

209

275

13

50

63

20

24

23

See appendix 1 for an explanation of the different categories
This means that, based on my testing, almost one quarter of the people claiming housing or council tax benefit from the Council are not being paid
the correct amount. In 25 cases, claimants were being underpaid. They are therefore worse off financially than they should be. While seven cases were
less than £10 in total, in one case the claimant has been underpaid £671. Officers have confirmed they will reassess those claims with underpayments
and pay this money to the claimants.
7

In 39 cases claimants had been paid too much benefit. While six of these cases were less than £10, in one case the claimant has been overpaid
£1,391. Officers have confirmed that overpayments will be dealt with in accordance with the regulations. Where allowed the overpayment will be
recovered from claimants.
8

Of the 39 cases which had overpaid benefit, eight also had underpaid benefit. Therefore, they are included in the numbers in both paragraph 8 and
paragraph 9. Table 5 analyses the type of fail.
9
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Table 5: Analysis of failed cases
Type of fail

Number of cases

Overpayments only

30

Underpayments only

17

Misclassification only

7

Overpayments and underpayments

8

Overpayments and misclassifications

1

Total

63

Total overpayment cases

39

Total underpayment cases

25

Total misclassification cases

8

10 Appendix 2 details in full the reasons why the cases failed to comply with the regulations. In total, across the 63 cases assessed as failing, there

were 77 errors as some cases failed for more than one reason. While the errors could broadly be categorised as ’data entry’, they cover a wide range of
areas. The main ones are picking up the wrong earnings or tax figures from pay slips and incorrect start or end dates. Incorrect data has been entered
from a variety of source documents.
11 While the scheme is very complex, the accuracy of the amounts paid to claimants is undermined by poor quality data entry. My predecessor

reported similar data entry errors last year. In response to this officers restructured the quality assurance team as part of the lean systems review and
reviewed and prioritised training needs.
12 To assess the impact of this work, I have undertaken a month-by-month analysis of the 77 errors. This is shown in figure 1.
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Figure 1: Month-by-month analysis of errors
Number of errors by month
30

Number of errors

25

20

15

Number of errors

10

5

0
Mar10

Apr10

May10

Jun- Jul-10 Aug- Sep10
10
10

Oct10

Nov- Dec10
10

Jan11

Feb11

Mar11

Apr11

Month

Audit Agenda 22 03 12

Audit Commission

Certification of claims and returns – annual report

14

9

13 It is unclear why so many errors were made in April 2010. However, since then the number of errors identified each month has been reasonably

consistent until March and April 2011, which showed further improvement. This may be an indication that the new arrangements are improving the
quality of data entry. However, based on my work for 2010/11, it is too early to reach a firm conclusion and officers will need to continue to monitor the
trends.
Recommendations
R1 Officers should monitor the error rate on a monthly basis to determine if the quality control arrangements in place are adequate, or need further
strengthening.
R2 Officers should consider how best to re-assess claims to ensure the correct information has been used. Testing conducted to certify the claim
this year will not have identified all those cases where incorrect benefit is still being paid.
14 It is worth noting that this analysis refers to new errors. In some cases the errors go undetected for many months. My staff also noted that a lot of

decisions are made using historic information. There does not appear to be a system in place to update and review claimant’s details.
Recommendation
R3 Officers should ensure that the assessment process allows for periodic review of claims to ensure the information provided is still accurate.
15 Owing to the significant amount of additional testing required officers asked the Department for Work and Pensions (DWP) for an extension to the
30 November deadline for submitting the certified claim. This was declined. My discussions with officers made it clear that it would not be possible for
staff to have completed the additional testing and for auditors to have reviewed it by the deadline. To avoid the Council being penalised I agreed with
officers that I would report the issues identified by 30 November to DWP as required, and send a further letter when all the work was completed. I sent
the final letter to DWP on 16 January.
16 In accordance with DWP requirements, I agreed with officer’s amendments to the claim where these could be made without the need for additional

testing.
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Housing Finance Base Data Return
17 The Housing Finance Base Data Return required amendment to seven fields. The ‘total value of rent for the period’ field had to be revised as it

incorrectly included income lost from void hostel rooms, hostels being outside the scope of this calculation. The total number of property relets and
terminations also incorrectly included exchanges, so these fields also required amendment. One field also required amendment as it did not agree to
the information supplied by the DCLG. Two fields required amendment as they did not agree to supporting documentation. In both of these the changes
were minor. Extensive testing was carried out this year as it is the last year of the subsidy system.
Recommendation
R4 Officers should ensure the information submitted in claim forms is consistent with the supporting documentation and in accordance with the
regulations. This could be achieved by independent review before submission.
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Summary of recommendations
This section highlights the recommendations arising from my certification work and the actions
agreed for implementation.
Table 6: Summary of recommendations arising from 2010/11 certification work
Recommendation

Priority

R1 Officers should monitor the error rate on a
monthly basis to determine if the quality control
arrangements in place are adequate, or need
further strengthening.

H

R2 Officers should consider how best to re-assess
claims to ensure the correct information has been
used. Testing conducted to certify the claim this
year will not have identified all those cases where
incorrect benefit is still being paid.

H

R3 Officers should ensure that the assessment
process allows for periodic review of claims to
ensure the information provided is still accurate.

M

R4 Officers should ensure the information
submitted in claim forms is consistent with the
supporting documentation and in accordance with
the regulations. This could be achieved by
independent review before submission.

M
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Summary of certification fees
This section summarises the fees arising from my 2010/11 certification work and highlights the
reasons for any significant changes in the level of fees from 2009/10.
Table 7: Summary of certification fees
Claim or return
Housing and council tax benefit scheme
Pooling of housing capital receipts
HRA subsidy

2010/11 fee (£)
33,875
85

2009/10 fee (£)

Reasons for changes in fee greater than +/- 10 per cent

16,839 Significant extra work required in 2010/11 to comply with
mandated approach to additional 40+ testing.
535 Below £125,000 in 2010/11.

501

2,175 We continue to focus on cells which have been changed in
previous years.

Housing finance base data return

3,057

6,359 We continue to focus on cells which have been changed in
previous years.

National non-domestic rates return

1,205

Disabled facilities
Single programme – Camp Hill
Total
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507
1,877
41,107

868 Slightly more testing conducted to better reflect the value of
the claim.
662 Reduced testing as controls continue to be strong.
2,132 Reduced risk as the claim and scheme becomes more
embedded.
29,570
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Appendix 1 – Explanation of
different benefit categories
Table 2 refers to the four different benefit categories. These are explained below.
Non-HRA – payments, usually in the form of cheques, made to people in homeless accommodation.
Rent Rebates – payments, usually in the form of cheques, made to tenants of Housing Revenue Account properties.
Rent Allowances – payments, usually in the form of cheques, made to tenants of privately owned properties, including housing associations.
Council Tax – these are not cash payments. Internal adjustments are made to reduce the relevant Council Tax bill. The system allows the Council to
still effectively receive the council tax, but from the DWP in the form of subsidy rather than from individuals.
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Appendix 2 – Housing and
Council Tax Benefit claim – list
of reasons why cases failed
Detailed list of the 77 reasons why cases were assessed as ’failed’
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■

Incorrect classification of HRA case as non-HRA.
Benefit overpaid as start date incorrect by 1 day.
Benefit underpaid as end dates incorrect by 2 days.
Incorrect non-dependents' deduction due to incorrect input of number of hours from payslip into system.
Payslip for March 2011 not included in earnings calculation.
Benefit underpaid due to no uprating for April 2011 rent increase.
Payslips were not entered correctly due to incorrect gross pay being entered.
Non-dependents' income not entered into system.
Incorrect entry of tax figure from payslip into system.
Payslips entered incorrectly due to net pay used instead of gross pay, to fortnightly instead of weekly, and car mileage incorrectly included.
Net non-dependent's income entered instead of gross pay.
Entry of incorrect gross pay figures from payslips, and payslips not applied to correct earnings calculation dates.
Non-dependents' deductions not applied from correct date.
Working hours from payslip input incorrectly and earnings incorrectly input as statutory sick pay. The additional earnings disregard was not applied.
Start date was overstated by 20 days.
Start date was overstated by 1 day.
One-off payment figures for (Working Tax Credit) WTC and Child Tax Credit (CTC) incorrectly used instead of ongoing payment figures.
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■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■

Incorrect Local Housing Allowance (LHA) rate used caused an overpayment.
Incorrect LHA rate used caused an underpayment.
Incorrect input of childcare figure into earnings calculation.
End date was understated by 7 days.
Start date was overstated by 7 days.
Overpayment start date overstated by 7 days.
Overpayment misclassified in cell 109 (should be admin delay in cell 108).
Childcare costs have incorrectly been included in earnings calculation (claimant does not have any childcare costs).
Incorrect classification of overpayment as was a technical adjustment due to claimant moving property (therefore should be in cell 103 not 108).
Gross pay figure was input incorrectly from payslip into earnings calculation, and pensions figure on payslip incorrectly input into earnings
calculation. This affected cell 99 and overpayment cell 109.
The gross pay, tax and National Insurance figures were all entered incorrectly from the payslip into the system.
April 2010 LHA rate used instead of May 2010 LHA rate.
Incorrect entry of dates which led to misclassification between Local Authority (LA) error and claimant error.
Tax figure incorrectly input from payslip into earnings calculation.
Incorrect classification between eligible error and LA error.
National Insurance figure incorrectly input from payslip into earnings calculation.
Tax and National Insurance figures incorrectly input from payslip into earnings calculation.
Incorrect classification between LA error and eligible error.
Payslip entered incorrectly into earnings calculation.
Gross pay figure was input incorrectly from payslip into earnings calculation.
Earnings calculation not based on a normal month's payslip. Also, 33 working hours input as weekly instead of monthly.
Tax figure incorrectly input from payslip into earnings calculation.
National Insurance figure incorrectly input from payslip into earnings calculation.
Overpayment misclassified in cell 108 (should be in cell 109).
Tax refund on payslips incorrectly included in earnings calculation.
Tax credits not updated resulting in underpaid benefit.
Earnings in the system are not supported by payslips.
Average of payslips used to calculate earnings, but certificate of earnings for the year should have been used.
Average of payslips used to calculate earnings, but gross to date from February 2011 payslip should have been used.
Tax figure from payslip was not input into earnings calculation.
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■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■
■

Working tax credit input as monthly instead of 4 weekly.
Tax credits have not been applied from correct dates. Also some of the one-off payments have not been used in the calculations. This has resulted
in under and over payments.
National Insurance figure incorrectly input from payslip into earnings calculation.
Mileage on payslips incorrectly included in earnings calculation.
Tax figure incorrectly input from payslip into earnings calculation.
Employers' pension contribution incorrectly included in average earnings calculation.
Payslips incorrectly input as monthly instead of weekly.
Childcare costs have incorrectly been included in earnings calculation (claimant does not have any childcare costs).
Tax figure from payslip was not input into earnings calculation.
Average earnings calculation not based on appropriate payslips (should have been based on last 5 weekly payslips).
Gross pay figure was input incorrectly from payslip into earnings calculation.
Wages incorrectly omitted from earnings calculation for this period.
Mileage on payslips incorrectly included in earnings calculation.
The tax, NI and pensions figures from certificate of earnings not input correctly into system.
Working hours from payslip input incorrectly (input as 37 hours not 30 hours).
Overpayment calculated from incorrect start date (understated by 1 week).
Tax figure incorrectly input from payslip into earnings calculation.
Payslip with reduced working hours not included in earnings calculation.
Payslips incorrectly input as monthly instead of 4 weekly.
PAYE has been incorrectly deducted from payslip when entered into system as it is a refund.
Child tax credit has been entered into system at incorrect amount.
A non dependent has been incorrectly included resulting in the wrong LHA rate being used (used 3 room rate instead of 2 room rate).
Overpayment incorrectly classified as claimant error (should be in cell 108).
Average earnings calculation incorrect due to tax deductions on payslip not being included and arrears on payslip incorrectly included.
National Insurance figure incorrectly input from payslip into earnings calculation.
Tax figure incorrectly input from payslip into earnings calculation.
Payslips incorrectly input as 4 weekly instead of monthly.
Average earnings calculation not based on appropriate payslips.
Average earnings was calculated incorrectly as from incorrect start period.
Employers' NI figure taken from payslip and incorrectly input as employee's NI figure.
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Introduction
This plan sets out the work for the 2011/12 audit. The plan is based on the Audit Commission’s
risk-based approach to audit planning.
Responsibilities
The Audit Commission’s Statement of Responsibilities of Auditors and of Audited Bodies sets out the respective responsibilities of the auditor and the
audited body. The Audit Commission has issued a copy of the Statement to you.
The Statement summarises where the different responsibilities of auditors and of the audited body begin and end and I undertake my audit work to
meet these responsibilities.
I comply with the statutory requirements governing my audit work, in particular:
■ the Audit Commission Act 1998; and
■ the Code of Audit Practice for local government bodies.
My audit does not relieve management or the Audit Committee, as those charged with governance, of their responsibilities.
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Accounting statements and
Whole of Government Accounts
I will carry out the audit of the accounting statements in accordance with International Standards
on Auditing (UK and Ireland) issued by the Auditing Practices Board (APB). I am required to
issue an audit report giving my opinion on whether the accounts give a true and fair view.
Materiality
I will apply the concept of materiality in planning and performing my audit, in evaluating the effect of any identified misstatements, and in forming my
opinion.

Identifying audit risks
I need to understand the Authority to identify any risk of material misstatement (whether due to fraud or error) in the accounting statements. I do this by:
■ identifying the business risks facing the Authority, including assessing your own risk management arrangements;
■ considering the financial performance of the Authority;
■ assessing internal control, including reviewing the control environment, the IT control environment and internal audit; and
■ assessing the risk of material misstatement arising from the activities and controls within the Authority’s information systems.

Identification of Opinion risks
I have considered the additional risks that are relevant to the audit of the accounting statements and have set these out below.

Audit Agenda 22 03 12

27

Table 1: Opinion risks
Risk

Audit response

Heritage Assets
The 2011/12 Code adopts the requirements of FRS 30 Heritage Assets.
A heritage asset is a tangible asset with historical, artistic, scientific,
technological, geophysical or environmental qualities that is held and
maintained principally for its contribution to knowledge and culture. For
Nuneaton & Bedworth Borough Council this is likely to include items in
your museum as well as other items elsewhere.

I will evaluate the management controls you have in place to recognise
and value heritage assets. I will also undertake testing to check that the
Authority has accounted for heritage assets in accordance with FRS 30
and the Code and the financial statements are materially stated.

The risk is that not all relevant items are identified and those that are
have not been valued as required.
HRA reform
The government plans to reform local authority housing finance by
adopting a self-financing model from 1 April 2012. For Nuneaton &
Bedworth Borough Council this will be through a one-off settlement
payment to central government on or before 28 March 2012. To finance
this payment additional borrowing will be taken out.

Review of management oversight of HRA reforms and transactions
required by the Authority.
Tests of detail on the settlement payment and PWLB receipt.

Due to the complexity, magnitude and timing of the HRA reform there is
risk that the financial statements will be materially misstated.
Pension Fund triennial review
The 2011/12 financial statements will need to reflect any changes arising I will evaluate the management controls you have in place to ensure any
changes are appropriately reflected in the financial statements. I will also
from the actuarial triennial review. These changes may well be material
undertake testing to check individual disclosures back to the actuarial
and can be complex.
report.
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Risk

Audit response

Icelandic Investments
The Council still holds £3m of investments in Iceland. Given the collapse
of the Icelandic banking system in 2009, I need to ensure continued
compliance with the latest available guidance from CIPFA (issued in the
form of LAAP Bulletins).

I will review the accounting disclosures of the Icelandic investments to
ensure compliance with latest LAAP guidance

Testing strategy
My audit involves:
■ review and re-performance of work of your internal auditors;
■ testing of the operation of controls;
■ reliance on the work of other auditors;
■ reliance on the work of experts; and
■ substantive tests of detail of transactions and amounts.
I have sought to:
■ maximise reliance, subject to review and re-performance, on the work of your internal auditors; and
■ maximise the work that can be undertaken before you prepare your accounting statements.
The nature and timing of my proposed work is as follows.
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Table 2: Proposed work

Interim
visit

Review of
internal audit

Controls testing

Reliance on the work of
other auditors

Reliance on work of
experts

Substantive testing

General Ledger

General Ledger

None

None

None

Housing Rents

Housing Rents

Pensions assets and
liabilities – auditor to
Warwickshire County
Pension Fund.

Pensions liabilities and
assets.

All material accounts balances
and amounts.

Valuation of property, plant
and equipment.

Year-end feeder system
reconciliations.

Assessing whether I can roll
forward my controls
assurance from previous
years for the remaining
material systems.
Final
visit

None

None

I will agree with officers a schedule of working papers required to support the entries in the accounting statements.

Whole of Government Accounts
Alongside my work on the accounting statements, I will also review and report to the National Audit Office on your Whole of Government Accounts
return. The extent of my review and the nature of my report are specified by the National Audit Office.
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Value for money
I am required to reach a conclusion on the Authority's arrangements to secure economy,
efficiency and effectiveness.
My conclusion on the Authority’s arrangements is based on two criteria, specified by the Commission. These relate to the Authority’s arrangements for:
■ securing financial resilience – focusing on whether the Authority is managing its financial risks to secure a stable financial position for the
foreseeable future; and
■ challenging how the Council secures economy, efficiency and effectiveness – focusing on whether the Authority is prioritising its resources within
tighter budgets and improving productivity and efficiency.

Identification of Value for Money risks
I have considered the risks that are relevant to my value for money conclusion. I have not identified any risks.
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Key milestones and deadlines
The Authority is required to prepare the accounting statements by 30 June 2012. I aim to complete my work and issue my opinion and value for money
conclusion by 11 September 2012.
Table 3: Proposed timetable and planned outputs
Activity

Date

Output

Opinion: controls and early substantive testing

January – March 2012

None

Opinion: receipt of accounts and supporting working papers

By 30 June 2012

None

Opinion: substantive testing

From 2 July 2012

None

Present Annual Governance Report at the Audit Committee

11 September 2012

Annual Governance Report

Issue opinion and value for money conclusion

By 30 September 2012

Auditor’s report

Summarise overall messages from the audit

October 2012

Annual Audit Letter
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The audit team
The key members of the audit team for the 2011/12 audit are as follows.
Table 4: Audit team
Name

Contact details

Responsibilities

John Gregory

j-gregory@audit-commission.gov.uk

District Auditor

0844 798 1143

Responsible for the overall delivery of the audit including quality
of reports, signing the auditor’s report and liaison with the
Managing Director.

Neil Preece

n-preece@audit-commission.gov.uk

Audit Manager

0844 798 7577
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Manages and coordinates the different elements of the audit
work. Key point of contact for the Assistant Director - Finance &
Procurement.
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Independence and quality
Independence
I comply with the ethical standards issued by the APB and with the Commission’s additional requirements for independence and objectivity as
summarised in appendix 1.
I am not aware of any relationships that may affect the independence and objectivity of the Audit Commission, the audit team or me, that I am required
by auditing and ethical standards to report to you.

Quality of service
I aim to provide you with a fully satisfactory audit service. If, however, you are unable to deal with any difficulty through me and my team please contact
Chris Westwood, Director – Standards & Technical, Audit Practice, Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
(c-westwood@audit-commission.gov.uk) who will look into any complaint promptly and to do what he can to resolve the position.
If you are still not satisfied you may of course take up the matter with the Audit Commission’s Complaints Investigation Officer (The Audit Commission,
Westward House, Lime Kiln Close, Stoke Gifford, Bristol BS34 8SR).
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Fees
The fee for the audit is £117,073, as set out in my letter of 11 March 2011.
The audit fee
The Audit Commission has set a scale audit fee of £117,073 which represents a 5 per cent reduction on the audit fee for 2010/11.
The scale fee covers:
■ my audit of your accounting statements and reporting on the Whole of Government Accounts return; and
■ my work on reviewing your arrangements for securing economy, efficiency and effectiveness in your use of resources.
The scale fee reflects:
■ the Audit Commission’s decision not to increase fees in line with inflation;
■ a reduction resulting from the new approach to local VFM audit work; and
■ a reduction following the one-off work associated with the first-time adoption of International Financing Reporting Standards (IFRS).
Variations from the scale fee only occur where my assessments of audit risk and complexity are significantly different from those reflected in the
2010/11 fee. I have not identified significant differences and have therefore set the fee equal to the scale fee.
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Assumptions
In setting the fee, I have made the assumptions set out in appendix 2. Where these assumptions are not met, I may be required to undertake more
work and therefore increase the audit fee. Where this is the case, I will discuss this first with Assistant Director – Finance & Procurement and I will issue
a supplement to the plan to record any revisions to the risk and the impact on the fee.

Specific actions you could take to reduce your audit fee
The Audit Commission requires me to inform you of specific actions you could take to reduce your audit fee. I have not identified any actions that you
could take.

Total fees payable
In addition to the fee for the audit, the Audit Commission will charges fees for:
■ certification of claims and returns; and
■ the agreed provision of non-audit services under the Audit Commission’s advice and assistance powers.
Based on current plans the fees payable are as follows.
Table 5: Fees
2011/12 proposed in fee
letter
Audit
Certification of claims and returns
Non-audit work
Total

2010/11 per fee letter

Variance

117,073

123,235

(6,162)

35,000

41,107

(6,107)

0

0

0

152,073

164,342

(12,269)

In 2010/11 the Audit Commission granted rebates totalling £9,527 which reduce the fee shown above. A rebate of £9,366 (8% of the scale fee) is being
made for 2011/12.
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Appendix 1 – Independence and
objectivity
Auditors appointed by the Audit Commission must comply with the Commission’s Code of Audit Practice and Standing Guidance for Auditors. When
auditing the accounting statements, auditors must also comply with professional standards issued by the Auditing Practices Board (APB). These
impose stringent rules to ensure the independence and objectivity of auditors. The Audit Practice puts in place robust arrangements to ensure
compliance with these requirements, overseen by the Audit Practice’s Director – Standards and Technical, who serves as the Audit Practice’s Ethics
Partner.
Table 6: Independence and objectivity
Area

Requirement

Business, employment and
personal relationships

Appointed auditors and their staff should avoid any official,
professional or personal relationships which may, or could
reasonably be perceived to, cause them inappropriately or
unjustifiably to limit the scope, extent or rigour of their work or
impair the objectivity of their judgement.
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How we comply

All audit staff are required to declare all potential
threats to independence. Details of declarations
are made available to appointed auditors. Where
appropriate, staff are excluded from engagements
or safeguards put in place to reduce the threat to
The appointed auditor and senior members of the audit team must independence to an acceptably low level.
not take part in political activity for a political party, or special
interest group, whose activities relate directly to the functions of
local government or NHS bodies in general, or to a particular local
government or NHS body.
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Area

Requirement

How we comply

Long association with audit
clients

The appointed auditor responsible for the audit should, in all but
the most exceptional circumstances, be changed at least once
every seven years, with additional consideration of threats to
independence after five years.

The Audit Practice maintains and monitors a
central database of assignment of auditors and
senior audit staff to ensure this requirement is
met.

Gifts and hospitality

The appointed auditor and members of the audit team must abide
by the Commission’s policy on gifts, hospitality and entertainment.

All audit staff are required to declare any gifts or
hospitality irrespective of whether or not they are
accepted. Gifts and Hospitality may only be
accepted with line manager approval.

Non-audit work

Appointed auditors should not perform additional work for an
audited body (that is work above the minimum required to meet
their statutory responsibilities) if it would compromise their
independence or might result in a reasonable perception that their
independence could be compromised.

All proposed additional work is subject to review
and approval by the appointed auditor and the
Director – Standards and Technical, to ensure
that independence is not compromised.

Auditors should not accept engagements that involve commenting
on the performance of other auditors appointed by the
Commission on Commission work without first consulting the
Commission.
Work over a specified value must only be undertaken with the
prior approval of the Audit Commission’s Director of Audit Policy
and Regulation.
Code of Audit Practice, Audit Commission Standing Guidance and APB Ethical Standards
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Appendix 2 – Basis for fee
In setting the fee, I have assumed the following.
■ The risk in relation to the audit of the accounting statements is not significantly different to that identified for 2010/11, except where highlighted. For
example:
 internal controls are operating effectively; and
 I secure the co-operation of other auditors.
■ The risk in relation to my value for money responsibilities is not significantly different to that identified for 2010/11.
■ Internal Audit meets professional standards.
■ The Authority provides:
 good quality working papers and records to support the accounting statements and the text of the other information to be published with the
statements by 30 June;
 other information requested within agreed timescales;
 prompt responses to draft reports; and
■ there are no questions asked or objections made by local government electors.
Where these assumptions are not met, I will have to undertake more work which is likely to result in an increased audit fee.
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Appendix 3 – Glossary
Accounting statements
The annual statement of accounts that the Authority is required to prepare, which report the financial performance and financial position of the Authority
in accordance with the Accounts and Audit (England) Regulations 2011 and the Code of Practice on Local Authority Accounting in the United Kingdom.
Annual Audit Letter
Report issued by the auditor to the Authority after the completion of the audit that summarises the audit work carried out in the period and significant
issues arising from auditors’ work.
Annual Governance Report
The auditor’s report on matters arising from the audit of the accounting statements presented to those charged with governance before the auditor
issues their opinion and conclusion.
Annual Governance Statement
The annual report on the Authority’s systems of internal control that supports the achievement of the Authority’s policies aims and objectives.
Audit of the accounts
The audit of the accounts of an audited body comprises all work carried out by an auditor under the Code to meet their statutory responsibilities under
the Audit Commission Act 1998.
Audited body
A body to which the Audit Commission is responsible for appointing the external auditor.
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Auditing Practices Board (APB)
The body responsible in the UK for issuing auditing standards, ethical standards and associated guidance to auditors. Its objectives are to establish
high standards of auditing that meet the developing needs of users of financial information and to ensure public confidence in the auditing process.
Auditing standards
Pronouncements of the APB that contain basic principles and essential procedures with which auditors must comply, except where otherwise stated in
the auditing standard concerned.
Auditor(s)
Auditors appointed by the Audit Commission.
Code (the)
The Code of Audit Practice for local government bodies issued by the Audit Commission and approved by Parliament.
Commission (the)
The Audit Commission for Local Authorities and the National Health Service in England.
Ethical Standards
Pronouncements of the APB that contain basic principles relating to independence, integrity and objectivity that apply to the conduct of audits and with
which auditors must comply, except where otherwise stated in the standard concerned.
Group accounts
Consolidated accounting statements of an Authority and its subsidiaries, associates and jointly controlled entities.
Internal control
The whole system of controls, financial and otherwise, that the Authority establishes to provide reasonable assurance of effective and efficient
operations, internal financial control and compliance with laws and regulations.
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Materiality
The APB defines this concept as ‘an expression of the relative significance or importance of a particular matter in the context of the accounting
statements as a whole. A matter is material if its omission would reasonably influence the decisions of an addressee of the auditor’s report; likewise a
misstatement is material if it would have a similar influence. Materiality may also be considered in the context of any individual primary statement within
the accounting statements or of individual items included in them. Materiality is not capable of general mathematical definition, as it has both qualitative
and quantitative aspects’.
The term ‘materiality’ applies only to the accounting statements. Auditors appointed by the Commission have responsibilities and duties under statute,
as well as their responsibility to give an opinion on the accounting statements, which do not necessarily affect their opinion on the accounting
statements.
Significance
The concept of ‘significance’ applies to these wider responsibilities and auditors adopt a level of significance that may differ from the materiality level
applied to their audit of the accounting statements. Significance has both qualitative and quantitative aspects.
Those charged with governance
Those entrusted with the supervision, control and direction of the Authority. This term includes the members of the Authority and its Audit Committee.
Whole of Government Accounts
A project leading to a set of consolidated accounts for the entire UK public sector on commercial accounting principles. The Authority must submit a
consolidation pack to the department for Communities and Local Government which is based on, but separate from, its accounting statements.
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If you require a copy of this document in an alternative format or in a language other than English, please call:
0844 798 7070
© Audit Commission 2012.
Design and production by the Audit Commission Publishing Team.
Image copyright © Audit Commission.

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit Commission explains the respective responsibilities of auditors
and of the audited body. Reports prepared by appointed auditors are addressed to non-executive directors, members or officers. They are prepared for
the sole use of the audited body. Auditors accept no responsibility to:
■ any director/member or officer in their individual capacity; or
■ any third party.

www.audit-commission.gov.uk
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AGENDA ITEM NO. 8
NUNEATON AND BEDWORTH BOROUGH COUNCIL
Report to:

Audit Committee – 22nd March 2012

From:

Executive Director

Subject:

Update on the Outsourcing of Audit Services

1. Purpose of the Report
1.1

To inform the Committee of the result and future timetable for the
outsourcing of external audit services.

2. Recommendation
2.1

That the update on the outcome of the procurement exercise to
outsource the work of the Commission's in-house audit practice and the
process for making auditor appointments for 2012/13 and subsequent
years be noted.

3. What the Committee is being asked to consider?
3.1

Are there any points for clarification on the content of the e-mail or any
additional questions that should be asked of the Audit Commission?

4. Audit Commission Update
4.1

On 6th March 2012 the Audit Commission issued an e-mail containing
the following information:

The procurement process
The Commission has announced the award of contracts to four firms for five years,
as follows:
Firm

Contract areas

DA Partnership

North East & North Yorkshire

Ernst & Young

Eastern
South East
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North West
Grant Thornton

West Midlands
London (South), Surrey & Kent
South West
Humberside & Yorkshire

KPMG

East Midlands
London (North)

Through our bulk purchasing power, the Commission has been able to secure very
competitive prices that will save local public bodies over £30 million a year for a
minimum of five years.
We consulted the Department for Communities and Local Government (DCLG) on
the length of contracts to be awarded. DCLG in turn consulted key stakeholders in
the different sectors and across government. Ministers' preference, taking
stakeholders' views into account, was for the Commission to award the contracts
for five years, which the Board agreed at its February meeting.
The significant savings we have been able to secure through the procurement,
together with the benefits of our own cost reduction programme, will be passed
back to local public bodies through significant reductions in scale of audit fees. We
have already consulted on draft scales of fees which provide for a ten per cent
reduction. We are now confident that we can go significantly further. We will
publish the final scales of audit fees for 2012/13 in April.
The auditor appointment process
We began the process for making auditor appointments for 2012/13 in December
2011, when we wrote to you to consult on 'interim' auditor appointments for the first
five months of 2012/13. The deadline for comments on our proposed appointment
was 17 February.
I am pleased to say that in all cases our proposed appointment was accepted and
the interim appointments will now be confirmed by the Commission Board on 22
March. We will write to you to confirm the appointment as soon as possible after
this date.
The next stage in the process is to develop and consult on our proposals for
'permanent' auditor appointments for 2012/13 and subsequent years. We will be
writing to all audited bodies on or shortly after 23 April to set out our proposals.
Where a body is currently audited by an auditor from the Commission's in-house
Audit Practice, we will propose as the appointed auditor the firm that was awarded
the contract in each area, unless there are good reasons that to do so would be
inappropriate. Where a body is currently audited by a firm, we propose to extend
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that appointment. In all cases we will be consulting on the appointment of the firm which in law will be the appointed auditor - not the individual engagement lead.
To support the consultation process, we are arranging a series of introductory
meetings in each contract area between 30 April and 16 May. The purpose of
these meetings is to give audited bodies in each area an opportunity to meet the
new firm proposed as their auditor and its senior partners, and hear how the firm
plans to manage its new portfolio and its approach to the audits.
The schedule of these meetings is:
Contract area

Areas covered

Date

West Midlands

Herefordshire, Shropshire,
Staffordshire, Warwickshire, West 30 April
Midlands and Worcestershire

North West

Cheshire, Cumbria, Greater
Manchester, Lancashire,
Merseyside

South East

Berkshire, Buckinghamshire, East
Sussex, Hampshire and Isle of
2 May
Wight, Oxfordshire and West
Sussex

London South, Surrey
and Kent

London boroughs south of River
Thames, Kent and Surrey

3 May

London North

London boroughs north of River
Thames

9 May

East Midlands

Derbyshire, Leicestershire,
Lincolnshire, Northamptonshire
and Nottinghamshire

10 May

South West

Avon, Cornwall, Devon, Dorset,
Gloucestershire, Somerset and
Wiltshire

11 May

Eastern

Bedfordshire, Cambridgeshire,
Essex, Hertfordshire, Norfolk and 14 May
Suffolk

Yorkshire and
Humberside

Humberside, South Yorkshire and
15 May
West Yorkshire

North East and North
Yorkshire

Cleveland, Durham,
Northumberland, North Yorkshire 16 May
and Tyne and Wear

1 May

Our consultation letter will include the arrangements for each meeting.
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In January, we published our Auditor appointments strategy, which sets out the
process we will follow in making auditor appointments. This provides bodies with
two opportunities to object to our proposed appointment. A panel of
Commissioners will ultimately consider unresolved objections to the proposed
appointments. The panel includes three local government councillors and a
member with NHS expertise, and will receive independent advice from a local
authority Chief Executive and Finance Director.
If you wish to clarify any of the points in this email or ask other questions about its
content, please email auditor-appointments@audit-commission.gov.uk or contact
Marcine Waterman or Andrew Davies on 0844 798 2447.

GARETH OWENS
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AGENDA ITEM NO. 9
NUNEATON AND BEDWORTH BOROUGH COUNCIL
Report to:

Audit Committee – 22nd March 2012

From:

Audit and Governance Manager

Subject:

Internal Audit Plan 2012-13

1. Purpose of the Report
1.1

The purpose of this report is to set out the proposed Internal Audit Plan
for 2012-13, which has been prepared on a risk assessment basis.

2. Recommendation
2.1

That the Internal Audit Plan at Appendix A be approved.

3. What the Committee is being asked to consider?
3.1

That the approach taken to develop the Audit Plan is sound and that the
risks to the Council have been adequately considered.

3.2

That the breadth of the Plan is sufficient to allow the Audit and
Governance Manager to give an opinion on the overall control
environment.

4. Internal Audit Plan
4.1

The Plan has been prepared on the basis of a risk assessment, following
consultation with the Corporate Management Team and all Assistant
Directors. The assessment considers factors such as: The extent of change and development;
 Staffing issues, e.g. potential inadequate training, high vacancy
levels or extensive delegation;
 The complexity of the system;
 Previous audit reports/agreed action plans and the length of time
since the last review;
 Frauds detected or investigated;
 The sensitivity of the system, for example the impact to the authority
of something going wrong; and
 The value and volume of transactions.

4.2

From the assessment, a risk score is allocated to each system, which is
then used to prioritise audits and determine the frequency of each
review. Low risk systems require a full review every 3 to 5 years,
medium risk every 2 years and high risk every year. The risk for some is
considered to be so low that no reviews are required, although the
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assessment will continue to be carried out each year to ensure that any
changes that may affect this decision are identified and monitored.
4.3

The scores are also used to determine the number of audit days
allocated to each system, which links audit effort to the perceived risk. It
is often difficult to establish the number of days that may be required to
carry out a review but there are rigorous quality control procedures in
place to monitor the progression of audits and regular one-to-one
meetings are held between the Audit and Governance Manager and the
Audit Team to monitor progress against the plan.

4.4

As well as the system based audits detailed above there is an increasing
need to look at some processes and procedures on an annual basis
because of changes in working practices or the introduction of new
legislation. The key financial systems have to be looked at each year to
assure our external auditors that the internal control arrangements are
effective. In addition, there are on-going advances in the way that some
services are now being provided, for example, electronic procurement
processes, partnerships and shared services. To cover these issues, a
separate section has been created within the plan to cover “annual
audits” and this will be developed year on year.

4.5

There are staffing issues that will impact on next years Plan as the
Senior Auditor leaves at the end of March 2011 and a lean systems
review of Corporate Governance, which includes Internal Audit, is
planned for 2011-12. In view of this, adjustments have been made to
ensure that the Plan can be delivered with the level of resource that is
available and to ensure that the required level of assurance on the
overall control environment can be given.

5. Computer Audit Plan
5.1

Warwickshire County Council has a framework agreement with Haynes
Watts, which is a firm of accountants who provide specialist IT audit
services. All of the district authorities across Warwickshire and Solihull
MBC place orders on the back of this agreement, which allows us to
deliver efficiencies through economies of scale.

5.2

Apart from the financial benefits obtained by streamlining the tender
process and aggregating demand, other advantages of this approach
are: Able to carry out reviews that cut across all of the Warwickshire
authorities which allows us to share best practice and learn from
others; and
 Provides NBBC with adequate assurance on the quality of IT audit
work completed in those areas where we have a shared service,
such as Payroll , Building Control and Procurement.

5.3

Haynes Watts are currently liaising with the Council’s IT section to
determine the audit needs for 2012-13. A further report will be brought
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to this Committee in June 2012 to approve the proposed computer audit
plan.
6. Conclusion
6.1

In accordance with the Cipfa Code of Practice for Internal Audit in Local
Government an Audit Plan has been prepared using a risk based
approach, which covers a fixed period of time of no longer than one
year. Once approved the assignments will be prioritised and allocated to
each quarter of the year, reports on progress against the Plan will be
submitted to the Audit Committee in November and June following the
year-end.

LINDA DOWNES
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Internal Audit Plan 2012-13

Audit
Anti Social Behaviour
Building Cleaning

Number
Scope
Days
12
Looked at as part of Crime & Disorder
2008 - 09
5
Light touch - last audit was in 2007- 08

Capital Project
Management (inc
regeneration projects)

12

Last audit was in 2006 - 07

Change Management
(i.e. around Lean systems
work)

13

Last audit was in 2008 – 09

Crime & Disorder

12

Last audit was in 2008 – 09

Environmental Protection
- Abandoned Vehicles;
- Animal Warden Service;
- Assisted Burials;
- Contaminated Land;
- Pest Control; and
- Pollution Control
Freedom of Information
Arrangements

10

Scope to be finalised at the time of the
audit dependant upon risk and date of
last review

10

To review the effectiveness of the new
arrangements in place

Open Book Accounting

12

This area has not been reviewed before
and have 2 major open book accounting
contracts

Open Space

11

Never been looked at before

Personnel

12

Last audit was in 2007 – 08

Refuse (domestic, bulk
and fly tipping) Collection

12

Last audit was in 2008-09

Recycling

12

Last audit was in 2008-09

Telecommunications

15

Last audit was in 2008-09

Training

10

Last audit was in 2007-08

Transport

14

Last audit was in 2007-08

Annual Audits
- Partnerships

60
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Appendix A
partnerships
-

Data Quality

Review of the procedures in place for
monitoring performance

-

Procurement

Compliance checks with Contract
Procedure Rules

-

Transforms

Quality control checks of new procedures
- mileage and overtime claims

Managed Audit














120

3 year rolling programme
of audits has been
agreed with the Audit
Commission, although
there will be some work
to do in all 13 areas to
enable an opinion to be
given on the overall
control environment for
the Annual Governance
Statement
Follow-up Reviews

20

Total Number Days Required:-

Debtors
Creditors
General Ledger
Treasury Management
Rental Income
Payroll
Council Tax
NNDR
Housing Benefit
Cash Car Park Income
Fixed Assets
Housing Repairs

Separate list below

372

Follow up Reviews required 2012-13















Assisted Burials
Benefit Fraud
Corporate Complaints and Compliments System
Corporate Land and Property
Customer Services
Grants and Funding
Health and Safety Regulation
Housing Lettings (inc decoration scheme)
Leaseholder Management
Mileage
Misc Cash Collection
Museum
Play Rangers
Procurement (Travis Perkins)
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AGENDA ITEM NO. 10
NUNEATON AND BEDWORTH BOROUGH COUNCIL
Report to:

Audit Committee – 22nd March 2012

From:

Assistant Director –Governance and Recreation and Assistant
Director – Finance and Procurement

Subject:

Contract and Financial Procedure Rules

1.
1.1

Purpose of the Report
To update the Council’s Contract Procedure Rules (CPR’s) and Financial
Procedure Rules (FPR’s) which were last updated and approved by Council
in April 2011.
(Please note that both the existing documents have been updated and
the changes have been tracked. Any new text is underlined in the main
body of each document and any deleted text is shown in the right hand
margin)

2.
2.1

3.

Recommendations
That the CPR’s at Appendix A and the FPR’s at Appendix B be approved and
it be recommended to Council that the Constitution be updated accordingly.
What is the Committee being asked to consider?

3.1

In relation to CPR’s: That the CPR’s represent best practice and compliance with procurement
legislation;
 That the Rules are clear and understandable; and
 That they are consistent with other policy documents, for example, the
Procurement Toolkit.

3.2

In relation to FPR’s: That the FPR’s are complete and cover all areas to ensure that the
Authority has sound financial governance procedures in place;
 That the Rules are clear and understandable; and
 That they are consistent with the CPR’s where necessary.

4.
4.1

Contract Procedure Rules
The Contract Procedure Rules were last approved by Council in April 2011.
The majority of the changes that have been made as part of this review are
due to recent restructures and changes in job titles, however, there have
been changes in working practices and new case law that has necessitated
some amendments and we have also taken the opportunity to clarify the
procedures in some areas. The main changes are:-
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 Para 3.3 - The ‘Teckal’ principle is derived from case law and is used to
describe a legally allowed exemption to EU procurement regulations. It is
important case law that clarifies the fact that non-commercial arrangements
between public bodies (e.g. non profitable shared services or joint ventures)
are outside of the remit of the public procurement rules;
 Penultimate bullet point para 4.1 – Clarifies the fact that Cabinet approval
for spend is necessary for all key decisions. Therefore, a separate report is
required if a decision is not reported within the Forward Plan;
 Para 18.1 – financial and non-financial interests recorded in the register will
be reported to the relevant Members and Officers and not Cabinet;
 Para 19.4 – responsibility for monitoring actual expenditure against the
contract sum and alerting the Chief Financial Officer of any potential
overspend has been brought in line with the virement limits;
 Procedure Rule 23 – the Council does have some Target Contracts (open
book) in place so a new rule has been included to cover these;
 Procedure Rule 25 – again this is a new rule that provides clarification on
the Freedom of Information exemption that covers the procurement
process.
5
5.1

Financial Procedure Rules
The Financial Procedure Rules were also approved by Council in April 2011.
The majority of the changes to the FPR’s are cosmetic and reflect those that
are necessary because of recent restructures and changes to job titles. Apart
from these the main changes are: Para 5.3 – this is in line with the changes to para 19.4 of CPR’s and
ensures consistency across both documents;
 Para 7.3 – this has been brought in line with the budget monitoring
procedures because all variances are reported regardless of the value;
 Para 13.5 – clarifies the fact that the Audit Committee receive quarterly
reports from the Technical and Treasury Manager;
 Para 16.4 – the need for an on-going stock-take has been removed
because the value of the stock held is now minimal;
 Financial Regulation 22 – this has been updated to reflect the changes to
the Council’s Anti-Money Laundering Framework, which is the subject of a
separate report.

6

Conclusion

7.1

These documents have been updated to strengthen the Council’s regulatory
framework and to ensure that procurement practices comply with all relevant
legislation. When they have been approved training workshops will be
arranged to highlight the changes to employees and ensure that they are
understood.

PHIL RICHARDSON
SIMONE DONAGHY
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PROCEDURE RULE ONE: INTRODUCTION
The purpose of these Procedure Rules is to: Ensure that the Council promotes the probity and integrity of
the procurement process;
 Provide employees involved in the procurement process a
framework within which to work;
 Ensure fairness in allocating contracts and protect
employees from allegations of corruption and/or collusion
with suppliers and contractors;
 Promote public accountability;
 Ensure compliance with all legal requirements;
 Achieve value for money on behalf of the Council; and
 Support the Council’s corporate aims and objectives in
relation to procurement. Procurement Strategy
1.2

Procedure Rules must be complied with strictly. They are
minimum requirements and any instances of non-compliance
may result in disciplinary action being taken. A more thorough
procedure may be appropriate for a particular contract such as
where the EU procurement regulations apply. Please contact
the Procurement Team or see the Procurement Toolkit on Clip
for guidance.

1.3

Any consultant, agent or contractor acting on behalf of the
Council must comply with these Procedure Rules and this must
be a condition of their employment.

1.4

Contracts let on behalf of a consortium, association or similar
body of which the Council is a member should comply with the
rules of the body or lead authority.

1.5

The amounts £A to £D in these Procedure Rules have the initial
values given to them as follows:£A = £5,000
£B = £15,000
£C = £99,999
£D = £50,000

1.6

All monetary values included in these Procedure Rules relate to
the total value of the contract and shall be deemed to exclude
any Value Added Tax applicable to the contract.

1.7

The Assistant Director - Finance and Procurement is designated
as the responsible officer in accordance with Section 151 of the
Local Government Act 1972 (for the proper administration of the
Council's financial affairs) and the designated officer in
accordance with section 114 of the Local Government Finance
Act 1988 (incurring of unlawful expenditure) and is referred to in
these Procedure Rules as the Chief Financial Officer.
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1.8

The Chief Financial Officer shall review all monetary limits
annually and any amendments, if appropriate having regard to
inflation and other relevant factors, shall be reported to the
Managing Director and Assistant Directors.

Deleted: Executive Directors

1.9

Questions of interpretation of these Procedure Rules should be
referred to the Audit and Governance Manager or the Chief
Financial Officer in consultation with the Audit and Governance
Manager.

1.10

References to the Chief Financial Officer shall include other
employees authorised to undertake duties on behalf of the
Chief Financial Officer, generally the Deputy Chief Financial
Officer (Financial Planning Manager).

PROCEDURE RULE 2: SCOPE
2.1

These Procedure Rules relate to any arrangement made by, or
on behalf of, the Council for the carrying out of work or for the
procurement of goods, works or services. These include
arrangements for: The supply or disposal of goods;
 Hire, rental or lease of goods or equipment;
 Execution of works; and
 The delivery of services including those relating to the
recruitment of staff, land and property transactions and
financial and consultancy services.

2.2

These Procedure Rules do not apply to: The employment of permanent staff ;
 Agreements regarding the acquisition, disposal or transfer of
land, for which Financial Regulations shall apply;
 Insurance policies; and
 Treasury Management transactions.

2.3

The use of e-procurement technology and Purchasing Cards
does not negate the requirement to comply with all elements of
these Procedure Rules.

Nuneaton and Bedworth Borough Council – Contract Procedure Rules

Revised February 2012

4

Audit Agenda 22 03 12

58

PROCEDURE RULE 3: EXEMPTIONS
3.1

Contract Procedure Rules are intended to protect the Council
and only under circumstances, which are exceptional and
unavoidable, shall authority be given to waive them.

3.2

Requests for all exemptions and the reasons for accepting or
rejecting the request must be recorded in writing (includes email). Requests shall include a description of the contract, the
nature of the exemption, the unavoidable circumstances that
require the exemption, the total value of the contract and the
implications (if any) to the Council. Generally, an exemption will
only be approved if it is because of an unforeseeable
emergency involving immediate risk to persons or property,
disruption to council services or in the best interest of the
service.

3.3




An exemption to these Procedure Rules must be made:By the Cabinet for contracts estimated to exceed £C if no
decision/ forward plan;
By the Portfolio Holder or other Cabinet Member for contracts
estimated to exceed £C and a decision has been made by
Cabinet;
By an Assistant Director, in consultation with the Chief Financial
Officer and the Audit and Governance Manager for contracts
estimated to be valued up to £C. (If the Chief Financial Officer is
applying for an exemption then he/she must consult with the
Managing Director.)

Deleted: the Executive
Director or

Deleted: Executive Directors

Exemptions cannot be used if the EU Procedures apply.
However, an exemption may be allowed if the proposals are
non-commercial and satisfy the ‘Teckal’ tests. The tests are:
a) The service provider carries out the principal part of its activities
with its owner authorities.
b) The owner authorities exercise the same kind of control over the
service provider as they do over their own departments.
c) There is no private sector ownership of the service provider or
any intention that there should be any.
Advice on the ‘Teckal’ principle can be obtained from the
Procurement Team.
3.4

Under the principles of Value for Money the Council should
discourage requests for authority to obtain only one quotation or
tender unless there is only one suitable contractor available.
Where there is only one suitably qualified supplier then all
reasonable efforts to secure Value for Money must be made.
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Collaborative Procurement Framework Arrangements
3.5

In order to secure Value for Money, the Authority may enter into
collaborative procurement arrangements. The Procurement
Team must be consulted where a purchase is to be made using
collaborative purchasing arrangements with a local authority,
government department, statutory undertaker or public service
purchasing consortium. Where the Council is acting as the lead
authority in a consortium for the procurement of goods, works or
services, these Procedure Rules will be applicable.

3.6

All purchases made via a local authority consortium, such as
CWS, ESPO, OGC, Pfh or CBC, are deemed to comply with
these Procedure Rules and an exemption is not required.
However, purchases above the EU threshold must be let under
the EU Procedure, unless the consortium has satisfied this
requirement already by letting their contract in accordance with
the EU Procedure on behalf of the authority and other
consortium members. Please contact the Procurement Team
for advice on suitable Frameworks

3.7

Framework agreements, due to their nature, are always
comprised of several suppliers and a selection should be
evaluated to ensure that the most economically advantageous is
selected. A reduced selection of suppliers can be contacted
when the price is pre-determined and fixed, as the organisation
will have a pre-released pricing tariff, which can be referred to.
In any instance where the cost of the procurement need is not
fixed then all suppliers need to be contacted with an opportunity
to bid (Mini Tender).
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3.8

Access to Frameworks will be defined by the Framework owner.
Some may require an access agreement authorised as per
Procedure Rule 15.6 (copy to be forwarded to Procurement for
the Central Contract Database). Others may require a contract
number to be issued on purchase orders. Where neither are
offered the Service Unit should obtain a copy of the original
framework contract and attach the Councils Form of
Undertaking document, authorised as per Procedure Rule 15.6
(copy to be forwarded to Procurement for the Central Contract
Database)
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PROCEDURE RULE 4: STEPS PRIOR TO PURCHASE
4.1

Before beginning a purchase the employee responsible for it
must appraise the purchase, in a manner commensurate with its
complexity and value, by: Referring to the Procurement Toolkit on Clip or contact the
Procurement Team;
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Checking to ensure that the Procurement Team do not
already have a preferred supplier agreement for the
product/service;
 Completing the appropriate pro-forma maintained in the
Procurement Toolkit;
 Appraising the need for the expenditure and its priority;
 Defining the purpose and objectives of the purchase;
 Assessing the risks associated with the purchase and
determine how to adequately manage them;
 Considering what procurement method is most likely to
achieve the objectives, including internal or external
sourcing, partnering, and collaborative procurement
arrangements with another local authority, government
department, statutory undertaker or public service
purchasing consortium;
 Consulting users as appropriate about the proposed
procurement method, contract standards and methods of
performance and user satisfaction monitoring;
 Selecting the terms and conditions that are to apply to the
proposed contract in consultation with the Procurement
Team;
 Confirming that approval has been given for the expenditure
and that an appropriate budget exists;
 Ensuring that EU procedures have been complied with,
including the sending of a Prior Indicative Notice (see
Section 6);
 Identifying the evaluation criteria (see Para 9.2);
 Ensuring that the purchase has been reported in the Forward
Plan if it is a key decision, i.e. incurring expenditure or
creating savings of more than £100K. If it hasn’t been
reported as part of the Forward Plan it will be necessary to
seek approval from Cabinet for the spend; and
 Ensuring that the Business Case has been approved.
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PROCEDURE RULE 5: FINANCIAL LIMITS
5.1

Minimum requirements for inviting competitive offers:-

Estimated Minimum
Method of
Value of
Number of
Inviting
the Whole Quotations Quotations
Contract* or Tenders or Tenders
Verbal
Less than No
quotation is
£A
minimum
numbers but acceptable
but this
must
must be
demonstrate
confirmed
getting
in writing
value for
where the
money
total value
exceeds
£1,000
3 written
£A – Less quotations
(4 if an
than £B
internal
quotation
is
included)
3 written
£B – £D quotations
(4 if an
internal
quotation
is
included)
£D - £C
3 written
quotations
(4 if an
internal
quotation
is
included)
More than 3 tenders
£C to EU (4 if an
threshold internal
tender is
included)
Above EU Not less
Threshold than 5

Basis of
selecting
Supplier or
Contractor
Purchasing
Knowledge

Records
Required

Form of
Contract
Required

Written note
of source, Purchase
Order
name and
and/or
amount for
Invoice
each
quotation
obtained
and written
confirmation
if
appropriate

Written
E-Mail or
Fax

Purchasing
Knowledge

Quotations
obtained

Formal
Sealed
Written
Quotations

Purchasing
Knowledge or
Advertisement

Quotations Quotation
obtained Schedule,
Purchase
Order
and
Invoice

Formal
Sealed
Written
Quotations

Advertisement

Quotations Quotation
obtained Schedule,
Purchase
Order
and
Invoice

Sealed
Tenders

Advertisement/
Open
Competitive or
Restrictive
Tendering

Tender
schedule
and
tenders
received

Purchase
Order
and
Invoice

Formal
Sealed
Contract

Follow EU
Procurement
Procedures
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* definition of whole contract – all capital and revenue costs payable to the
supplier over the life of the contract
.
5.2
Quotations must, as far as possible, be comparable by
reference to a relevant British or Equivalent Internationally
recognised Industry standard, or to an appropriately detailed
specification.
5.3

Where it can be demonstrated that there are insufficient suitably
qualified suppliers or contractors to meet the competition
requirement, all known suitably qualified suppliers or contractors
must be invited.

5.4

For tenders which exceed £C, consideration should be given to
re-tendering where two or fewer tenders are received and where
prices are high and Value for Money cannot be demonstrated.

5.5

An employee must not enter into separate contracts nor select a
method of calculating the total value in order to minimise the
application of these Procedure Rules.

5.6

The splitting of contracts to avoid EU Procurement Directives is
prohibited. The European Procurement Regulations must be
complied with if the contract value, taking into account the
aggregation rules as defined in the Regulations, exceeds the
appropriate financial threshold.

5.7

Wherever possible, consideration should be given to contract
mergers and aggregation with existing preferred contracts to
encourage Value for Money. It is essential that if a contract
already exists for the supply of the same goods, services or
works, the existing contract must be used in the first instance.

PROCEDURE RULE 6: EU PUBLIC PROCUREMENT LEGISLATION
http://ec.europa.eu/internal_market/publicprocurement/legislation_en.
6.1

6.2

EU procurement legislation is primarily based on directives.
There are three directives, The Supplies Directive, The Services
Directive and the Works Directive. Each Directive provides for a
threshold sum above which all procurement contracts become
subject to stringent EU rules and regulations. For detailed
definitions of the activities covered by each directive and the
current thresholds please consult the Procurement Toolkit. or
the Procurement Team.
Services are categorised by the EU as Part A or Part B. Part B
services are those unlikely to be of interest to the wider EU and
are not subject to the full OJEU process with regards to
advertising and award procedures. However, case law

Nuneaton and Bedworth Borough Council – Contract Procedure Rules
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demonstrates that Public bodies must observe general EC
Treaty principles so it is advisable to follow the process defined
for all contracts valued at more than £C.
.
6.3

6.4

At the start of each financial year each Assistant Director must
consider whether there is any likelihood of a particular contract
exceeding the financial threshold relating to Prior Indicative
Notices (PIN), as set out in the EU regulations and if so, notify
the Strategic Procurement Manager. If a PIN is required it shall
be published by the Strategic Procurement Manager in the
Supplement to the Official Journal of the European Union as
quickly as possible after the beginning of the financial year to
indicate what they plan to tender for in the forthcoming year.
If the European Procurement Regulations apply these Contract
Procedure Rules must be complied with subject to the following
procedures: Not less than 5 shall be invited to tender;
 The advertisement must be published in the supplement to
the Official Journal of the European Union before it is
advertised in any specialised journals or the Council’s website; Advertising must be proportionate to the total value of
the contract and be sufficiently wide enough so as not to give
grounds for ineffectiveness (Remedies Act 2009)
 The timescale for inviting expressions of interest shall be 37
days (unless the urgency procedure is used in which case 15
days applies);
 The timescale for inviting tenders shall be 40 days (unless
the urgency procedure is used in which case 10 days
applies);
 The Procurement Team shall be contacted for advice on
Award letters and the standstill process in line with the Public
Procurement Act 2006 and the Remedies Act 2009;
 Once the contract has been awarded the Corporate
Procurement Team shall place a Contract Award Notice in
the Supplement to the Official Journal of the European
Union;
 Subject to suitability, Government and EU approved etendering solutions may be applied in the tendering process;
 By using e-Tendering, timeframes are shortened and
advertising requirements satisfied, please refer to
procurement for information; and
 Where a project was not registered with OJEU because it
was estimated as being below threshold but then
subsequently breaches the threshold, a voluntary Ex-Ante
Transparency notice can be raised by Procurement.
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6.4

The penalties for non-compliance with EU requirements are
severe and failure to comply could expose the Council to legal
action by contractors possibly resulting in fines, re-tendering
costs and compensation. The Corporate Procurement Team
should be notified of all EU tenders to ensure that the process is
in line with the Public Procurement Act 2006.

PROCEDURE RULE 7: ADVERTISING AND FRAMEWORK
AGREEMENTS
7.1

All persons or bodies invited to quote or tender for the supply of
goods, services or works to the Council must be suitably
assessed. The assessment process shall establish that the
potential suppliers have sound: Economic and financial standing;
 Technical ability and capacity to fulfil the requirements of the
contract;
 CIS employment status (Construction); and
 Suitable Professional Indemnity (particularly for
Design/Architect projects).

7.2

The use of pre-qualification questionnaires (PQQ’s) can assist in
the selection of potential contractors who should be invited to
quote or tender and shall be used when appropriate. Before
approving any contractor they should normally be asked to
complete a questionnaire, which may include the following as
appropriate: Company details;
 Environmental policy;
 Equal opportunities;
 Insurance and legal considerations;
 Health and Safety policy statement;
 Financial details to enable a financial status check to be
carried out, for non-limited and small companies a copy of
the latest 3 years accounts will be required;
 Principal personnel CV’s for those that will be working on the
contract;
 Past relevant experience particularly of working with local
authorities, including references;
 Current work and customer base;
 Quality assurance procedures; and
 Investors in People information.
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Guidance on the use of PQQ’s can be found in the Procurement Toolkit
or from the Procurement Team,
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NBBC Framework Agreements
7.8

The term of a Framework Agreement must not exceed four
years. An agreement may be entered into with one provider but
where an agreement is concluded with several organisations,
there must be at least three in number.

7.9

Contracts based on Framework Agreements may be awarded
by either:Applying the terms laid down in the Framework

Agreement (where such terms are sufficiently precise to
cover the particular call-off) without reopening
competition; or

Where the terms laid down in the Framework Agreement
are not precise enough or complete for the particular calloff, by holding a mini competition in accordance with the
following procedure:
o Inviting the organisations within the Framework
Agreement that are capable of executing the
subject of the contract to submit written tenders;
o Fixing a time limit which is sufficiently long to allow
tenders for each specific contract to be submitted,
taking into account factors such as the complexity
of the subject of the contract;
o Awarding each contract to the tenderer who has
submitted the best tender on the basis of the
evaluation criteria set out in the specifications of
the Framework Agreement.
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PROCEDURE RULE 8: RECORDS
8.1

8.2

Where the total value is more than £B but less than £C the
following documents must be kept: Invitations to quote;
 Quotations received;
 Log of Quotations opened to include date, time, and
signatures of those present
 A written record of any exemptions and the reasons for them;
 If the most economically advantageous is not accepted the
reasons why; and
 Written records of communications with the successful
contractor.
Where the total value exceeds £C, the following must be
recorded: The method for obtaining bids and method of advertising;
 Details of any exemption and the reasons for them;
 The evaluation criteria in descending order of importance
and any weightings used;
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The evaluation results;
A copy of the PQQ, the invitation to tender and a list of the
contractors invited;
Tender documents received;
Details of any pre-tender market research;
Any clarification or post-tender negotiation (includes any
minutes of meetings);
Details of any Financial reports or accounts;
The contract documents;
Post contract evaluation and monitoring;
Details of all approved variations;
A full reconciliation of the contract sum and the amount(s)
paid taking into account any variations to the original
specification;
Communications with contractors and with the successful
contractor throughout the period of the contract; and
Details of any site visits.

The Contract must be signed by an authorised officer of the
Council as per the approved signatory list and a copy of the
contract must be forwarded to the Procurement Team to update
the Central Contracts database.
8.3

Written records must be kept for 6 years after the final
settlement of the contract, 12 years if the contract is under seal.
However, tender documents, which relate to unsuccessful
contractors, need only to be kept for a period of 12 months from
award of the contract, provided there is no dispute about the
award. In some cases it may be desirable to retain documents
for a longer period by microfilming, scanning or using some
other suitable method. Where the cost of the contract is to be
met in part or in whole, by sources of external funding, the
written records shall be retained in accordance with any
directions of the external funder.

PROCEDURE RULE 9: PRE-TENDER MARKET RESEARCH AND
CONSULTATION
9.1

Employees may consult potential suppliers prior to the issue of
the Pre Qualification Questionnaire and/ or Invitation To Tender
in general terms about the nature, level and standard of the
supply, contract packaging and other relevant matters, provided
that this does not prejudice any potential contractor.

9.2

An employee must not seek or accept technical advice on the
preparation of an invitation to tender or quotation from anyone
who may have a commercial interest in them, if this may
prejudice the equal treatment of all potential contractors or
distort competition. If in doubt seek advice from the Assistant
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Director – Governance and Recreation or the Strategic
Procurement Manager.

PROCEDURE RULE 10: STANDARDS AND AWARD CRITERIA
Standards
10.1

Employees must ascertain the relevant British or equivalent
International Industry standard that applies to the contract and
these must be used to properly describe the required quality.
The Assistant Director - Governance and Recreation must be
consulted if it is proposed to use a proprietary brand.

Deleted: Corporate
Governance

Evaluation criteria
10.2

The evaluation criteria must be defined and documented before
tenders or quotations exceeding £B are sought. The criteria
must be designed to secure Value for Money for the Council.
Generally, this shall be the ‘most economically advantageous’
where considerations other than purchase price apply. If a
Restricted Procedure is to be used (PQQ) then criteria used at
the PQQ stage cannot be used during the following Invitation to
Tender (ITT) stage. Also in a Restricted Procedure, References
must be included at the PQQ stage

10.3

Considerations other than price should be included and
examples of criteria are listed below:-
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PQQ
 References;
 Insurance (advice sought from Risk Management and
Insurance Officer);
 Financial Statements;
 Professional qualifications and accreditations;
 Capacity and details of any proposed sub-contracting;
 Technical ability;
 Health and Safety;
 Equalities;
 QA Procedures;
 Recruitment and Training; and
 Jobs and Skills Framework considerations.
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ITT
 Level of service;
 Quality of goods;
 Cost effectiveness;
 Delivery requirements;
 Environmental considerations;
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Functional characteristics, such as security, safety and
control features;
After sales service;
Technical assistance
Partnering;
Long term relationships;
Cessation of contract clause to recognise the potential of
withdrawal costs in the event of cancellation; and
Where appropriate, contractors will adhere to the Council’s
Complaints Procedure.

PROCEDURE RULE 11: INVITATIONS TO TENDER/QUOTATIONS
OVER £B
11.1

The invitation to tender or quote shall state that no tender or
quotation will be considered unless it is received by the date and
time stipulated in the invitation. No tender or quotation delivered
in contravention of this clause shall be considered.

11.2

Every invitation to tender or quotation shall include the
following: A specification that describes the Council’s requirements in
sufficient detail to enable the submission of a competitive
offer;
 The goods, services or works required together with the
terms and conditions of contract that apply. Under EU
legislation you cannot specify the manufacturer or model of
goods required but you can give a detailed description of the
specific features required;
 A statement that says that the Council is not bound to accept
a tender or quotation;
 A description of the evaluation criteria.
 No guarantee of spend where discretionary works apply;
 Reference to the Council’s Whistleblowing Policy
(Confidential Reporting Code); and
 A signed declaration of non-collusion.

11.3

If the contract is valued at £C or more the Invitation to Tender
shall also include: The method of submitting the tender e.g. in writing or
electronically;
 If in writing, it should be made clear that the tender will be
considered only if two copies are received in the Democratic
Support Services Section in a sealed, plain envelope with the
words “Tender for” and the title of the contract written on it;
 If electronically, the submitted tender must be received in
accordance with e-tender procedures approved by the Chief
Financial Officer. Faxed or e-mailed tenders shall not be
considered;
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Tender/ Contract Timeframe;
The method by which any arithmetical errors discovered in
the tender will be dealt with. In particular, whether the overall
price prevails over the rates in the tender or vice versa;
A requirement for tenderers to declare that the tender
content, price or other figure or particulars concerning the
tender have not been disclosed by the tenderer to any other
party (except where such a disclosure is made in confidence
for a necessary purpose);
A requirement for tenderers to complete fully and sign all
tender documents including a form of tender and certificates
relating to the Bribery Act 2010;
Notification that tenders are submitted to the Council on the
basis that they are compiled at the tenderer’s expense; and
A description and definition of the evaluation criteria and,
weighting;
Standard and, where appropriate, any Special Terms and
Conditions; and
Any Collaborative partner Councils by name.

11.4

All contractors invited to tender or quote must be issued with the
same information at the same time and subject to the same
conditions. Any supplementary information must be given on the
same basis.

11.5

Contractors must be given an adequate period in which to
prepare and submit a proper quotation or tender which is
consistent with the urgency of the contract requirement. The EU
Procedures lay down specific time periods; see Procedure Rule
6.3 and/or the Procurement Toolkit. It is also best practice to
comply with these time periods for all contracts that exceed £C.

11.6

Electronic tendering systems must be discussed and approved
by the Chief Financial Officer and the Audit and Governance
Manager. Electronic systems need to comply with the spirit of
these Procedure Rules. Faxed or e-mailed tenders will not be
accepted.

11.7

Deleted: Assistant Director Corporate Governance

Any short listing must have regard to the financial and technical
standards relevant to the contract and the evaluation criteria.
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PROCEDURE RULE 12: RECEIPT AND OPENING OF
TENDERS/QUOTATIONS
12.1

If a Quotation/Tender is subject to a sealed bid process,
Quotes/Tenders received by Fax or e-mail, must be rejected.

12.2

All tenders received manually must be opened on the same
occasion and in the presence of: Contracts valued at £C or more – the employee responsible
for managing the contract a representative from Democratic
Support Services and a member of the Procurement Team.
The Portfolio Holder should be informed and can attend if
he/she wishes to do so;
 Contracts valued greater than £B but less than £C – the
Assistant Director and the employee responsible for
managing the contract; and
 Contracts valued greater than £A but less than £B – the
Head of Service and the employee responsible for managing
the contract.
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The Audit and Governance Manager shall be informed of the
opening times for contracts valued in excess of £B who will then
decide whether a representative from the Internal Audit Section
should attend.
12.3

For all contracts that exceed £B, a written record shall be
maintained showing: The title of the contract;
 The names of all firms submitting tenders or quotations;
 The amount of each tender or quotation, where available;
 The date and time of opening;
 The names of those present; and
 Verification that all documents are present
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12.4

The record should be signed and dated by all those present
confirming that the record is correct and that all appropriate
checks have been completed. Also, the documents that contain
information unique to each tender or quotation, and which will be
used for evaluation purposes, such as financial data, shall be
initialled and dated by at least two of the people present at the
opening.

12.5

The record shall be maintained by Democratic Support Services
for contracts in excess of £C. For contracts valued in excess of
£B but less than £C it shall be the responsibility of the Assistant
Director to ensure that the written record is maintained by the
Procurement Team.

12.6

The envelopes for all tenders and sealed quotations must be
marked with the precise date and time that it was received and
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must then be stored in a locked receptacle to limit access and
protect the documents from being amended. For contracts in
excess of £C this will be the responsibility of the Democratic
Support Services section.
12.7

All Quotations or Tenders received through the Councils
authorised e-Tender solution which maintains a secure and fully
auditable process, will be opened by a member of the
Procurement Team and the employee responsible for managing
the contract. For contracts in excess of £C a representative
from the Democratic Support Services section will also be
present. A summary of the details contained in paragraph 12.3
shall be produced for signing by those present.

12.8

The Procurement Team will download the tender responses and
make them available to relevant members/officers as required
for record/audit/ evaluation.

PROCEDURE RULE 13: POST TENDER NEGOTIATION FOR
CONTRACTS VALUED IN EXCESS OF £C
13.1

Providing clarification of an invitation to tender to potential
contractors or seeking clarification of a tender, whether in writing
or by way of a meeting, is permitted. However, discussions with
tenderers after submission of a tender and before the award of a
contract with a view to obtaining an adjustment to price, delivery
or content (i.e. post tender negotiations) must be the exception
rather than the rule. It must not be conducted in an EU Tender
Procedure where it might distort competition, particularly with
regard to price.

13.2

If post tender negotiations are necessary after a single stage
tender or after the second stage of a two stage tender, then
such negotiations shall only be undertaken with the tenderer
who is identified as having submitted the best tender and after
the other contractors have been informed. Tendered rates and
prices shall only be adjusted in respect of a corresponding
adjustment in the scope or quantity included in tender
documents. A record of the minutes of negotiation meetings
shall be kept on file and the changes agreed by both parties
shall be in writing.

13.3

Where post tender negotiation results in a fundamental change
to the specification or contract terms, which results in an
increase in price of 10% or £50,000, whichever is the least, the
contract must not be awarded but re-tendered.

13.4

The Assistant Director – Governance and Recreation must be
formally consulted wherever it is proposed to enter into post
tender negotiation. Negotiations must be conducted by a team
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of at least two employees, one of whom must be from the
Governance and Recreation Service Unit.

Deleted: Corporate
Governance

PROCEDURE RULE 14: EVALUATION, AWARD OF CONTRACT
AND DEBRIEFING CONTRACTORS
14.1

Apart from the debriefing required or permitted by these
Procedure Rules, the confidentiality of quotations, tenders and
the identity of contractors must be preserved at all times and the
information about one contractors response must not be given to
another contractor. Freedom of Information Act Section 43 and
44 refers to exemptions for confidential and commercially
sensitive information

14.2

Contracts must be evaluated and awarded in accordance with
the evaluation criteria by a minimum of 2 employees who have
the technical ability to evaluate the submission. Procurement to
advise on the process but not undertake the evaluation. During
this process, employees shall ensure that submitted tender
prices are compared with any pre-tender estimates and that any
discrepancies are examined and resolved satisfactorily. If any
particularly low bids are received or if there are large
discrepancies between the bids received the Procurement Team
and the Audit and Governance Manager must be informed.

14.3

Any arithmetic within the tenders must be checked. If any errors
are found they should be notified to the tenderer, who should be
requested to confirm or withdraw their tender. Alternatively, if the
rates in the tender, rather than the overall price, were stated
within the invitation to tender as being dominant, an amended
tender price can be requested to accord with the rates given by
the tenderer.

14.4 Where the total value of the contract exceeds £C, all contractors
must be informed in writing simultaneously and as soon as
possible of the intention to award the contract, please refer to
Procurement for letter templates. Unsuccessful contractors must
be given at least 10 working days in which to challenge the
decision before the contract is awarded. If the decision is
challenged by an unsuccessful contractor then the contract will
not be awarded and advice must be obtained from the Assistant
Director - Governance and Recreation.
14.5

Unsuccessful contractors shall normally be informed in writing of
the reason for non-selection. No information, other than the
following, should be given without taking the advice of the
Assistant Director - Governance and Recreation: How the evaluation criteria was applied and comparison with
the winning tender scores;
 The range of prices submitted for Framework Agreements
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 The name of the winning contractor.
NB see the Procurement Toolkit for draft Award/Rejection letters
14.6

If a contractor requests in writing the reasons for a contracting
decision, they must be given the reasons in writing within 15
days of the request. If requested, contractors who were
deselected in a pre-tender short listing process may be given
the information in 14.5 above.

14.7

The Assistant Director may accept quotations or tenders
provided that they have been fully evaluated and are the most
economically advantageous to the Council. If the quotation or
tender is not the most economically advantageous the approval
of the relevant Portfolio Holder, or other Cabinet member, must
be secured and the decision may be subsequently reported to
the Cabinet.

Deleted: Executive Director or

PROCEDURE RULE 15: CONTRACT DOCUMENTS
15.1

All contracts must be in writing.

15.2

All contracts shall clearly specify: The work to be done or the goods, materials or services to
be supplied;
 That all goods supplies and services used or supplied are to
comply with any relevant Standards Specification or Code of
Practice in force at the date of the tender (British or
International equivalent).
 The price to be paid with a statement of any discounts or
deductions (amount and timing);
 Safeguarding children requirements (if appropriate)
 The terms of the Bribery Act 2010 or any other legislation
that deals with Bribery and Corruption in force at the time the
contract is let;
 The time within which the contract is to be performed;
 The provisions for the Council to terminate the contract; and
 A mechanism for agreeing price escalation and or cost
reduction requirements
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For contracts valued at less than £C an official purchase order
form, approved by the Chief Financial Officer must be used
wherever possible.
15.3

In addition, contracts valued greater than £C must also state: That the contractor may not assign or sub-contract without
prior written approval;
 Any insurance requirements;
 Health and safety requirements;
 Ombudsman requirements;
 That charter standards are to be met if relevant;
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15.4

15.5

Compliance with the Equalities Act 2010;
Sustainability requirements;
Confidentiality;
A right of access to relevant documentation and records of
the contractor for monitoring and audit purposes, if relevant;
Key Performance Indicators; and
That the Freedom of Information Act may require the Council
to release information provided by contractors

The formal advice of the Procurement Team must be sought for
the following contracts: Where the total value exceeds £C;
 Those involving leasing arrangements;
 Where it is proposed to use a supplier’s own terms; and
 Those which are complex in any other way.
All contracts over £C must be concluded formally in writing and
signed by an authorised signatory before the supply, service or
construction work begins, except in exceptional circumstances,
and then only with the written authority of the Assistant Director
Governance and Recreation. An award letter is insufficient. All
contracts should be given a unique number allocated by the
Strategic Procurement Manager who should also be supplied
with a copy of the contract.

15.6

The employee responsible for obtaining the signatures on the
contract must ensure that the person signing for the other
contracting party has authority to bind it.

15.7

A contract must be sealed by the Council if: The Council may wish to enforce the contract more than 6
years after its end;
 The price paid or received under the contract is a nominal
price and does not reflect the value of the goods or services;
 There is any doubt about the authority of the person signing
for the other contracting party; or
 The total value of the contract exceeds £C.

Deleted: Assistant Director Corporate Governance
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PROCEDURE RULE 16: LIQUIDATED DAMAGES, BONDS AND
PARENT COMPANY GUARANTEES
16.1

16.2

A risk assessment and financial check of every contract for the
purposes of determining the level of security needed, if any,
must be made by the appropriate Assistant Director.
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For every contract where it is considered that the Council would
suffer loss if the contract works, supplies or services are not
provided in the time specified, the contract shall provide for the
payment of liquidated damages by the contractor to reflect the
anticipated loss to the Council.
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16.3

Employees must consult with the Chief Financial Officer to
establish whether a Parent Company Guarantee is necessary
when a contractor is a subsidiary company and: The award is based on an evaluation of the parent company;
or
 There is some concern about the financial stability of the
contractor.

16.4

Employees must consult with the Chief Financial Officer to
establish whether a bond is needed where: It is proposed to make stage payments during the life of the
contract and there is some concern about the financial
stability of the contractor; or
 There will be a cost to maintain service delivery if the
supplier or contractor goes into liquidation.
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PROCEDURE RULE 17: PREVENTION OF CORRUPTION
17.1

Employees must comply with the Employee Code of Conduct
and the Council’s policy on Gifts & Hospitality and must not
invite or accept any gift or reward in respect of the award or
performance of any contract. It will be for the employee to prove
that anything received was not received corruptly. High
standards of conduct are obligatory. Corrupt behaviour will lead
to dismissal and is a criminal offence under the Bribery Act
2010.

17.2

All formal written contracts must include the following:“The Council may terminate this contract and recover all its loss
if the contractor, its employees or anyone acting on the
contractors behalf do any of the following: Offer, give or agree to give to anyone any inducement or
reward in respect of this or any other Council contract
(even if the contractor does not know what has been
done); or
 Commit an offence under the Bribery Act 2010 or any
other legislation that deals with Bribery and Corruption in
force at the time the contract is let
 Commit any fraud in connection with this or any other
Council contract whether alone or in conjunction with
Council members, contractors or employees.
Any clause limiting the contractor’s liability shall not apply to this
clause.”

PROCEDURE RULE 18: DECLARATION OF INTERESTS
18.1

If it comes to the attention of a member or employee of the
Council that a contract, in which he or she has a financial or
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non-financial interest, has been or is proposed to be entered into
by the Council, he or she must record it in the Interests Register
which is maintained by the Monitoring Officer. Where necessary
the Monitoring Officer will report such declarations to the
relevant Officers and Members.
18.2

Such written notice is required irrespective of whether the
interest is direct or indirect. An indirect interest is distinct from a
direct interest in as much as it is not a contract to which the
member or employee is directly a party.

18.3

In the case of a member, a shareholder in a body not exceeding
a total nominal value of £25,000 is not a financial interest for the
purposes of this procedure rule.

18.4

The Monitoring Officer shall ensure that the attention of all
members is drawn to the National Code of Local Government
Conduct and the local Member Code of Conduct and that all
employees are aware of the Employee Code of Conduct.

Deleted: shall be reported to
the Cabinet

PROCEDURE RULE 19: MANAGEMENT
19.1

An internal contract manager must be nominated for all
contracts over £B. The nominated person will be responsible for
the planning, coordination, monitoring and controlling of the
contract, and ensuring completion on time, within cost and to the
required quality standards.

19.2

For all contracts with a value exceeding £C contract managers
must:
Maintain a risk register during the contract period;

Undertake appropriate risk assessments;

For each risk identified, ensure that contingency measures
are in place; and

Confirm the financial stability of the contractor at least
annually.

19.3

19.4

During the life of the contract the following issues must be
monitored: Performance;
 Compliance with specification and contract;
 Cost, quality and value for money;
 User satisfaction and risk management; and
 Customer complaints Customer Feedback and Monitoring
NB see Commissioning section on Procurement Toolkit

Formatted: Indent: Left: 72
pt, Bulleted + Level: 1 +
Aligned at: 54 pt + Tab after:
72 pt + Indent at: 72 pt,
Tabs: 90 pt, List tab + Not at
72 pt
Formatted: Indent: Left: 36
pt, Hanging: 36 pt, Outline
numbered + Level: 2 +
Numbering Style: 1, 2, 3, … +
Start at: 4 + Alignment: Left +
Aligned at: 36 pt + Tab after:
54 pt + Indent at: 54 pt,
Tabs: 72 pt, List tab + Not at
54 pt

Where the total cost of any work carried out under a contract is
expected to exceed the contract sum, this will be escalated in
accordance with the virement limits procedure, in consultation
with the Chief Financial Officer. The limits are:
 £5,000 Budget Holders;
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£10,000 Section Heads
£50,000 assistant Directors;
Any increase in excess of £50,000 will require Cabinet
approval

(see Financial Accounting Instruction B).

PROCEDURE RULE 20: EXTENSIONS OF EXISTING CONTRACTS
20.1





20.2

Subject to compliance with the European Procurement
Regulations, contract extensions can be awarded when:
Value for Money can be demonstrated for the Council;
The option to award was written into the original contract;
The extension period is less than the original contract term; and
For Contracts subject to OJEU, the Notice and Award notice
included the option to extend
The extension must be approved in advance by the Chief
Financial Officer in consultation with the Procurement Team and
the Audit and Governance Manager. Before approval is given it
must be satisfied that: The existing contract was let following full competition in
accordance with Procedure Rules and less than 5 years
have elapsed since the initial contract was awarded;
 Less than 4 years have elapsed if the contract is a
Framework Agreement;
 The new work is sufficiently similar in nature and extent;
 The majority of the rates for the new work are directly based
on the existing contract;
 Rates for work which cannot be based directly on the
existing contract can be negotiated equitably. A written report
should be compiled detailing the circumstances and outcome
of these negotiations;
 That the likely benefit of further competition would be
outweighed by the administrative cost and/or delay involved;
and
 That the interests of the Council will not be compromised by
the negotiation.
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PROCEDURE RULE 21: LONG TERM RELATIONSHIPS
21.1

Better value for money and improved quality of service delivery
can be achieved by entering into long-term agreements with
contractors, suppliers and service providers. Therefore, you
must package contracts in such a way that they reduce the
number of times that the Council needs to seek competitive
tenders. This can be achieved by amalgamating similar types of
supplies and services into single contracts and then seeking
competitive tenders.
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PROCEDURE RULE 22: PARTNERING
22.1

A partnership is an agreement between the Council and one or
more independent legal bodies, organisations or individuals to
work collectively to achieve a common purpose with specified
aims and objectives.

22.2

Partnering arrangements which involve a joint venture or
contractual arrangement with a private sector body are subject
to the provisions of these Procedure Rules.

22.3

If the partnering agreement involves another local authority the
Procedure Rules of the lead authority will apply.

PROCEDURE RULE 23: OPEN BOOK ACCOUNTING
23.1

23.2

Open book accounting provides transparent processes that
support the development of collaborative working arrangements
with a view to:
 Understanding expenditure;
 Understanding the cost implications of decisions taken or
being considered in delivering a project and forward
investment;
 Operating and managing a target contract to incentivise and
drive improvements in cost efficiency
 Encouraging clients, contractors and their supply chain to
work together to develop and implement a proactive
approach to project decision making.
Target contracts work on the basis that the contractor:
 Is reimbursed actual costs incurred in delivering a project.
This includes the cost of labour, supervision, plant,
equipment, materials, site preliminaries, site specific
insurances etc.;
 Is paid a reasonable allowance to contribute towards off site
overheads and profit;
 Works to a predetermined commercial target;
 Is incentivised through shared savings to reduce cost without
any loss in quality through the use of efficient designs and
lean working practices.

Formatted: Indent: Left: 36
pt, Hanging: 36 pt, Outline
numbered + Level: 2 +
Numbering Style: 1, 2, 3, … +
Start at: 3 + Alignment: Left +
Aligned at: 36 pt + Tab after:
54 pt + Indent at: 54 pt,
Tabs: Not at 54 pt

Formatted: Indent: Left: 72
pt, Outline numbered + Level:
2 + Numbering Style: Bullet +
Aligned at: 36 pt + Tab after:
54 pt + Indent at: 54 pt,
Tabs: Not at 54 pt

Formatted: Indent: Left: 72
pt, Outline numbered + Level:
2 + Numbering Style: Bullet +
Aligned at: 36 pt + Tab after:
54 pt + Indent at: 54 pt,
Tabs: Not at 54 pt

(see the Council’s Open Book Accounting Protocol document or
contact the Procurement Team for more detailed information)
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PROCEDURE RULE 24: TRANSFER OF UNDERTAKINGS
(PROTECTION OF EMPLOYMENT) REGULATIONS 2006
24.1

All tenders must indicate how the Council intends to deal with
the Transfer of Undertakings (Protection of Employment)
Regulations 2006 (TUPE) where applicable

24.2

When the Council considers there to be a TUPE transfer from
the Council, the advice of the Assistant Director – Governance
and Recreation shall be sought upon the terms of any transfer of
employees, including any indemnities sought from a successful
tenderer

24.3

Deleted: Corporate
Governance

All contracts shall require a successful tenderer to undertake to
comply with its obligations under TUPE; in particular the contract
shall apply the principles set out in Office of the Deputy Prime
Minister Circular 03/2003 Annex D – Code Of Practice On
Workforce Matters In Local Authority Service Contracts

PROCEDURE RULE 25: FREEDOM OF INFORMATION
EXEMPTIONS SECTION 43 – COMMERCIAL INTERESTS
25.1

Section 43 exempts information, disclosure of which would be
likely to prejudice the commercial interests of any person. It
also includes a specific exemption for trade secrets. It protects
not only the commercial interests of the public authority that
holds the information.
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25.2

In using this exemption, you should bear n mind that the
commercial sensitivity, particularly the market sensitivity, of
information will usually decrease in time.

25.3

More information and advice can be obtained from the Audit and
Governance Manager or the Strategic Performance and
Creditors Manager.
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FINANCIAL PROCEDURE RULES
These comprise the Council's Financial Standing Orders and
Financial Regulations.
(a) Financial Standing Orders
(1) The Cabinet is responsible for regulating and controlling the
finances of the Council.
(2) The Assistant Director - Finance and Procurement is designated
as the responsible officer in accordance with Section 151 of the
Local Government Act 1972 (for the proper administration of the
Council's financial affairs) and the designated officer in accordance
with section 114 of the Local Government Finance Act 1988(incurring
of unlawful expenditure) and is referred to in these Standing Orders
or Financial Regulations as the Chief Financial Officer.
(3) The Cabinet shall be responsible for making and amending from
time to time, such financial regulations as considered necessary for
the control and supervision of the Council's finances in accordance
with these standing orders.
(4) The Managing Director and Assistant Directors of the Council
shall be responsible for ensuring that the provisions of these Standing
Orders and associated Financial Regulations are observed by the
employees of their Directorate or Unit.
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(5) The Chief Financial Officer shall report to the Cabinet on the level
of resources to be used in each financial year and shall keep it
informed with respect to the Council's finances and financial
performance and activities.
(6) The Cabinet shall be responsible for advising the Council on the
state of the Council's finances and in particular shall make
recommendations to the Council regarding the capital and revenue
budgets for each portfolio. This will include the level of local
resources which need to be raised for the following financial year and
any additional budget allocations which are to be made, after
considering a report on the matter from the Chief Financial Officer
having regard to the resources available.
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(7) The Cabinet and employees of the Council shall only incur
expenditure or raise income in accordance with approved revenue or
capital budgets allocated to them by the Council. Amounts provided
within approved budgets shall not be transferred for other purposes
(virement) without the approval of the Cabinet. Such approval will not
be necessary where the amounts do not exceed those set out in
financial regulations and there is no commitment in respect of a
subsequent year.
(8) All employees shall consult the Chief Financial Officer on any
matter within their control, which is likely to materially affect the
finances of the Council before incurring any commitment or reporting
on the matter to any Cabinet member.
(9) The Council shall be responsible for the preparation and
publication of the Council's accounts in accordance with the most
recent Accounts and Audit Regulations.
(10) Nothing in these standing orders shall prevent the incurring of
expenditure considered essential to meet immediate and urgent
needs as covered by Section 138 of the Local Government Act
1972 subject to its action being reported to the next meeting of the
Cabinet.
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(b) Financial regulations issued under Standing Orders
INDEX
1. GENERAL.......................................................................................4
2. MAKING FINANCIAL DECISIONS.................................................5
3. FINANCIAL ADMINISTRATION......................................................6
4. CAPITAL SPENDING......................................................................7
5. CONTRACTS..................................................................................7
6. REVENUE BUDGETS ....................................................................9
7. MONITORING & VIREMENT OF BUDGETS ................................ 9
8. ORDERING WORK, GOODS AND SERVICES .......................... 10
9. PAYING INVOICES ..................................................................... 11
10. PAYING EMPLOYEES...............................................................12
11. IMPREST ACCOUNTS (PETTY CASH & FLOATS) ................ 14
12. INCOME ....................................................................................15
13 BORROWING AND LENDING .................................................. 16
14 SECURITY...................................................................................17
15. LAND & PROPERTY.................................................................. 18
16. STOCK, STORES & EQUIPMENT............................................. 18
17. INTERNAL AUDIT .....................................................................19
18. ASSET REGISTERS ..................................................................20
19. VALUABLES……………………………………………………….21
20. INSURANCE...............................................................................21
21. GRANTS TO OTHER ORGANISATIONS ................................. 22
Definitions
Accounting code .............................................................................. 23
Accounting system........................................................................... 23
Agreed price..................................................................................... 23
Budget head..................................................................................... 23
Capital expenditure .......................................................................... 23
Central purchasing contract ............................................................. 23
Contract sum.................................................................................... 23
Cost Centre...................................................................................... 23
Internal Control ................................................................................ 23
Management Team.......................................................................... 23
Money .............................................................................................. 24
Revenue expenditure....................................................................... 24
Stock ................................................................................................ 24
Suppliers .......................................................................................... 24
Tender/Quotation ............................................................................. 24
Financial Accounting Instructions................................................ 25
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FINANCIAL REGULATION ONE: GENERAL
1.1 These Financial Regulations (FR’s) set out the rules for the
proper financial administration of the Council’s affairs. They are
minimum requirements and all Members and employees must comply
with them. Non-compliance with the FR’s may result in disciplinary
action.
1.2 They are supplemented by Financial Accounting Instructions
(FAI’s) that provide more detailed guidance. The Chief Financial
Officer will issue and amend these as required and links between
FR’s and relevant FAI’s will be shown throughout these Regulations.
Financial Accounting Instructions
1.3 Financial Regulations and Instructions must be used in
conjunction with the Constitution and other appropriate Codes and
Protocols including:
 Contract Procedure Rules
 Members Code of Conduct
 Employee Code of Conduct
 Budget and Budgetary Framework
(This is not a complete list and is provided for general guidance)
1.4 The amounts £A to £F in these Financial Regulations have the
initial values given to them in the table below.
£A = £5,000
£B = £15,000
£C = £99,999
£D = £50,000
£E = £5,000
£F = £500
1.5 All monetary values included in these FR’s shall be deemed to
exclude Value Added Tax.
1.6 The Chief Financial Officer shall review all monetary limits
annually and any amendments, having regard to inflation and other
relevant factors, shall be reported to the Managing Director and
Assistant Directors.
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Financial Accounting Instruction A - Financial Limits.doc
1.7 Questions of interpretation of Financial Regulations should be
referred to the Chief Financial Officer.
1.8 References to the Chief Financial Officer shall include other
employees authorised to undertake duties on behalf of the Chief
Financial Officer, generally the Financial Planning Manager or
Treasury and Technical Manager.
FINANCIAL REGULATION TWO: MAKING FINANCIAL
DECISIONS
2.1 All financial decisions are governed by the Constitution and by the
Budget and Budgetary framework, which is approved by the Council
prior to the start of each financial year.
2.2 All items of income and expenditure must be included within the
revenue accounts of the Council unless a specific decision is taken to
treat them as capital items and provision is made in the capital
programme for them.
2.3 No expenditure is to be incurred by the Managing Director or
Assistant Director/Service Head unless there is specific provision for
it in the revenue estimates or capital programme of the Council or it is
covered by the Council's rules on virement.
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Financial Accounting Instruction B - Virement Request
Procedures.doc
2.4 The Chief Financial Officer will issue Budget Guidelines annually,
setting out timescales and broad guidelines for the budget setting
process for capital and revenue.
2.5 All reports to Members that contain financial information must be
agreed with the Chief Financial Officer prior to publication.
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FINANCIAL REGULATION THREE: FINANCIAL
ADMINISTRATION
3.1 The Chief Financial Officer, in consultation with the appropriate
Assistant Director/Head of Service where necessary, shall determine
all accounts, accounting procedures and accounting records of the
Council and its employees
Financial Accounting Instruction C - Retention of Financial
Documents.doc
Financial Accounting Instruction D - Controlled Stationery.doc
3.2 The following general principles requiring the separation of duties
shall be observed in the allocation of accounting tasks: (a) The duty of collecting sums due to the Council must be separated
as completely as possible from the duty of providing information
regarding these sums and the checking of these sums; and
(b) The duty of certifying accounts to be paid in respect of goods or
services received shall be separated as completely as possible from
the duties of ordering or recording their receipt; and
(c) Employees charged with the duty of examining and checking the
accounts of cash transactions shall not themselves be engaged in
any of these transactions.
(These examples are not exhaustive and the Audit and Governance
Manager should be consulted where any of these principles are in
question).
3.3 All employees are required to consult the Chief Financial Officer
on any matters involving the organisational structures or practices
within their Service Units, which may have an effect on the operation
of financial controls.
3.4 All employees should consult the Chief Financial Officer on
matters affecting the finances of their services who will determine the
form and content of financial information reported.
3.5 The Chief Financial Officer shall present annually to the Council a
Statement of Accounts in accordance with the Accounts and Audit
Regulations and any Accounting Codes of Practice.
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3.6 The Chief Financial Officer shall be responsible for the
submission of the Council's Accounts to the External Auditor.
FINANCIAL REGULATION FOUR: CAPITAL SPENDING
4.1 The Council will approve the capital resources for each financial
year, prior to the commencement of the year together with an
approved capital programme. The Cabinet will be permitted to
change the approved programme under any delegations given by the
approved budget and budgetary framework for the year.
4.2 All proposed capital schemes will be submitted to the Corporate
Asset Management Team which will either approve them, in
accordance with Capital Strategy, for inclusion in a future draft capital
programme or not. The Chief Financial Officer will submit the draft
capital programme and commentary on the availability of resources to
the Cabinet for approval as required.
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FINANCIAL REGULATION FIVE: CONTRACTS
5.1 All contracts shall comply with the Council's Contract Procedure
Rules.
5.2 An Assistant Director or other employee responsible for letting a
contract shall be satisfied that a contractor is financially capable of
carrying out his obligations. Before any tender is accepted or contract
signed, such financial status enquiries as considered necessary
should have been undertaken to determine that the appropriate
bonds and insurance's have been affected and any necessary
provision for liquidated damages made. For contracts with a total
value exceeding £C the financial stability of the contractor must be
confirmed at least annually.
5.3 In any case where the total cost of any work carried out under a
contract is expected to exceed the contract sum, this will be
escalated according to the virement limits procedure, in consultation
with the Chief Financial Officer (see Financial Accounting Instruction
B).
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5.4 The Chief Financial Officer will withhold payment of any sums
purporting to be due to contractors, firms or persons until a written
contract is in place and its terms have been complied with.
5.5 Claims from contractors in respect of matters which cannot be
resolved clearly within the terms of any existing contract shall be
referred to the Assistant Director – Governance and Recreation for
consideration of the authority's legal liability and, where necessary, to
the Chief Financial Officer for financial consideration before
settlement is reached.
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5.6 Where progress of a contract is delayed so that it appears that
the contract period may be significantly exceeded it shall be the duty
of the contract manager to take appropriate action and report his
action to the relevant Cabinet Member.
5.8 In every case a contract manager issuing an interim or final
certificate for payment under a contract, shall be satisfied that all
contractual terms have been met, the work has been carried out in
accordance with the requirements of the relevant contract and that
any payments made under the contract are accurate. The supervising
employee shall notify the Strategic Procurement and Creditors
Manager in writing on satisfactory completion of the contract.
5.9 Where contracts entered into by the Council are supervised and
managed by persons other than the Council's own employees the
agreement with the person having control of the works shall provide
for the Council's Contract Procedure Rules and these Financial
Regulations to be followed.
FINANCIAL REGULATION SIX: REVENUE BUDGETS
6.1 The responsible Assistant Director or budget holder in
consultation with the Chief Financial Officer shall prepare annual
estimates of income and expenditure for all services.
6.2 The revenue estimates shall be summarised and submitted to the
Cabinet by the Chief Financial Officer with appropriate
recommendations, including the local tax requirements for the
ensuing year.
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6.3 The appropriate Overview and Scrutiny Panel will be invited to
comment on individual service revenue estimates before they are
submitted to the Council by the Cabinet. The Cabinet prior to
submission to the Council will then consider any proposed alterations
to those budgets.
6.4 The inclusion of items in the approved revenue estimates shall
provide the necessary authority to incur such expenditure.
FINANCIAL REGULATION SEVEN: MONITORING & VIREMENT
OF BUDGETS
7.1 These regulations apply to both revenue and capital items.
7.2 It is the duty of each Assistant Director or budget holder and the
Cabinet to monitor and regulate spending within approved estimates.
7.3 Where it appears that the amount of approved expenditure may
be exceeded or there is a shortfall of income, this will be identified
through the budget monitoring procedures and reported monthly to
Management Team and Cabinet. For significant variations above
£50k, this should be supported by the mitigating action that can be
taken.
7.4 If any increased net expenditure or decreased income cannot be
met within the approved budgets then the appropriate Assistant
Director or budget holder should report on the matter together with a
recommendation as to how it should be dealt with to the Cabinet
Member and if necessary to the Cabinet.
7.5 An amount exceeding that provided in approved estimates can be
covered by transfer from another budget head (virement) with the
approval of the Cabinet or the Council. Such approval will not be
necessary where the amount does not exceed £D and there is no
commitment in respect of a subsequent year
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Financial Accounting Instruction B - Virement Request
Procedures.doc
7.6 If a cost centre generates more income than was planned in the
budget a proportion of the excess can be spent in the year in
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accordance with the limits set out in Financial Instruction E. The
income budget will need to be increased by the proposed additional
expenditure before the additional expenditure budget is set up so that
there is no impact on the overall budget total.
Financial Accounting Instruction E - Request to Increase Revenue
Budget.doc
7.7 All variations to budgets will need the approval of the Chief
Financial Officer prior to incurring any increased expenditure.
FINANCIAL REGULATION EIGHT: ORDERING WORK, GOODS
AND SERVICES
8.1 All employees must comply with the Council’s Contract Procedure
Rules to demonstrate that all procurement under their control is
conducted in such a way as to obtain work, goods and services in the
most cost-effective manner through the use of quotations and
tenders.
8.2 The purpose of the Contract Procedure Rules is to:
 ensure that the Council promotes the probity and integrity of the
procurement process;
 provide employees involved in the procurement process a
framework within which to work;
 ensure fairness in allocating contracts and protect employees
from allegations of corruption and/or collusion with suppliers
and contractors;
 promote public accountability;
 ensure compliance with legal requirements;
 achieve value for money on behalf of the Council; and
 support the Council’s corporate aims and objectives in relation
to procurement.
8.3 Contract Procedure Rules must be complied with strictly. They
are minimum requirements and any instances of non-compliance may
result in disciplinary action. A more thorough procedure may be
appropriate for some contracts such as where the EU procurement
regulations apply.
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Financial Accounting Instruction F – Exemptions to Contract
Procedure Rules
Financial Accounting Instruction G - Official Orders and
Commitment Accounting.doc
Financial Accounting Instruction H – Payment by Direct Debit.doc
Financial Accounting Instruction I - Payment by Credit or Debit
Card.doc
FINANCIAL REGULATION NINE: PAYING INVOICES
9.1 The normal method of payment of amounts due from the Council
shall be by BAC’s or cheque or other payment instructions drawn on
the Council's banking accounts by the Chief Financial Officer. The
only exceptions are any payments made from petty cash or other
imprest accounts and payments by direct debit or credit or debit card.
Financial Accounting Instruction H – Payment by Direct Debit.doc
Financial Accounting Instruction I - Payment by Credit or Debit
Card.doc.
9.2 Every account submitted to the Chief Financial Officer for
payment shall be submitted in the manner and frequency prescribed
by him
Financial Accounting Instruction J - Authorised Employees and
Signatories.doc
9.3 The Chief Financial Officer shall satisfy himself that amounts are
properly due and payable by the Council.
9.4 All reimbursements of expenses to employees and members of
the Council shall be made under the control of and in a manner
prescribed by the Chief Financial Officer.
9.5 All payments shall be subject to the correct treatment of any
taxation as required by relevant legislation
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Financial Accounting Instruction K - Taxation.doc
9.6 Each budget holder shall, as soon as possible after 31st March in
each year, notify the Chief Financial Officer of all outstanding
expenditure relating to the previous financial year. The Final
Accounts Guidelines issued each year will provide the background
information.
FINANCIAL REGULATION TEN: PAYING EMPLOYEES
10.1 The payment of all salaries, wages, recharges of pensions,
statutory deduction of tax and National Insurance etc., compensation
and other regular payments or allowances to all employees or former
employees of the Council and members under any scheme approved
by the Council shall be made in accordance with arrangements
established by the Chief Financial Officer.
10.2 The Head of Human Resources with the agreement of the Chief
Financial Officer is empowered automatically to apply salary and
wage awards, expenses and other allowances approved by the
various Joint Negotiating Councils. No other payment or allowance
may be granted unless approved in accordance with Council policies
and procedures.
10.3 Appointments of all employees shall be made in accordance
with approved establishments, grades and rates of pay.
10.4 The Head of Human Resources shall notify the appropriate
employees as soon as possible and in a form prescribed by the Chief
Financial Officer, together with supporting documents, of all
appointments and other related matters.
10.5 All time records or other pay documents shall be in a form
prescribed or approved by the Chief Financial Officer.
10.6 All claims by employees of the Council for payment of car
allowances (including mileage) shall be submitted in a form approved
by the Chief Financial Officer, to the Head of Human Resources,
made up to a specified day of each month.
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10.7 Upon receipt of a notification that a mileage claim has been
submitted, line managers must ensure that the amounts claimed are
reasonable and that the expenses were necessarily incurred and are
properly payable by the Council in line with the Mileage Policy.
Financial Accounting Instruction J - Authorised Employees and
Signatories.doc
10.8 Employees claims submitted more than three months after the
expenses were incurred will be paid only with the express approval of
the Assistant Director. Claims for expenses incurred in March must
be submitted as soon as possible after the year end and no later than
the end of April.
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10.9 Payments to members, including co-opted members of the
Council or its Committees who are entitled to claim attendance,
traveling or other allowances will be paid upon receipt of the
prescribed form duly completed by them.
10.10 Members claims submitted more than three months after the
expenses were incurred will be paid only with the express approval of
the Assistant Director – Governance and Recreation. Claims for
expenses incurred in March must be submitted as soon as possible
after the year end and no later than the end of April.
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FINANCIAL REGULATION ELEVEN: PETTY CASH, FLOATS AND
IMPREST ACCOUNTS
11.1 The Chief Financial Officer shall provide petty cash accounts,
floats and imprest accounts, as considered appropriate. All such
accounts shall be maintained in a form prescribed by the Chief
Financial Officer
11.2 If appropriate, the Chief Financial Officer will open an imprest
account with the Council's bankers for use by the holder who shall
not cause such account to be overdrawn. It shall be a standing
instruction to the Council's bankers that the amount of any overdrawn
balance on an imprest holder's banking account shall forthwith be
reported to the Chief Financial Officer.
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11.3 No income received on behalf of the Council may be paid into an
imprest account but must be banked or paid to the authority as
provided elsewhere in these regulations.
11.4 Petty cash payments shall be limited to minor items of
expenditure valued at £25 or less. They must be supported by a
receipt wherever possible, and all receipts and vouchers shall be
retained and forwarded to the Chief Financial Officer, with a claim for
reimbursement. All vouchers and reimbursement requests shall be
certified by an authorised employee and struck through as paid after
being processed.
Financial Accounting Instruction L - Petty Cash Accounts.doc
11.5 Any employee responsible for a petty cash account, float or
imprest account shall, in March every year, and at any other time as
requested, provide the Chief Financial Officer with a certificate to
confirm the balance of the amount held.
11.6 An employee ceasing to hold a petty cash account, float or
imprest account shall account to the Chief Financial Officer for the
amount advanced.
FINANCIAL REGULATION TWELVE: INCOME
12.1 The collection and custody of all money due to the Council shall
be under the supervision of the Chief Financial Officer.
12.2 No proposal dealing with new or existing sources of income,
including scales of charges to be made for work done, services
rendered, goods supplied, fees, tolls, rents and other income, shall be
submitted to the Council until a report by the Assistant
Director/Service Head and the Chief Financial Officer, on the financial
implications of the proposal, has been considered by the Cabinet.
12.3 The Chief Finance Officer shall be notified promptly of all money
due to the Council and of contracts, leases and other arrangements
entered into which involve the receipt of money by the Council and
the Chief Finance Officer shall have the right to inspect any
documents or other evidence in this connection as he may decide.
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12.4 Each employee shall furnish the Chief Financial Officer with
such particulars in connection with work done, goods supplied or
services rendered and of all other amounts due as may be required to
record correctly all sums due to the Council and to ensure the prompt
rendering of accounts for the recovery of income due.
Financial Accounting Instruction M - Debtor Accounting
Procedures.doc.
12.5 The Chief Financial Officer may make arrangements with
individual debtors to allow payment over a reasonable period of time
or over the length of time the service is being provided (such as with
annual bills), having regard to the cashflow implications of permitting
such arrangements.
12.6 Credit notes should only be used when a replacement invoice is
issued or when the initial invoice is no longer considered to be due
and payable. In all other cases the write off procedure must be used.
12.7 The Chief Financial Officer shall have authority to write off debts
due to the Council not exceeding £E and any debt exceeding this
sum where the debtor has been judged bankrupt, or is the subject of
a winding-up order. Debts in excess of this sum may only be written
off with the authorisation of the appropriate Cabinet Member.
12.8 Employees may arrange for the sale of scrap or other surplus
materials, furniture or equipment without quotation where the
expected income does not exceed £F. Where the expected income
is greater, the disposal process must be agreed by the Chief
Financial Officer in consultation with the Audit and Governance
Manager. Payment shall be made in cash before delivery is taken
unless otherwise agreed with the Chief Financial Officer. All disposals
should seek to obtain the best value for the Council.
FINANCIAL REGULATION THIRTEEN: BORROWING AND
LENDING
13.1 All arrangements with the Council's bankers shall be made by or
under arrangements approved by the Chief Financial Officer, who
shall be authorised to operate such banking accounts as considered
necessary.

Deleted: February 2011

Nuneaton and Bedworth Borough Council – Financial Procedure Rules

15
February 2012

Audit Agenda 22 03 12

95

13.2 The Chief Financial Officer may arrange overdraft facilities within
such limits as appropriate.
13.3 The Chief Financial Officer shall be responsible for raising all
finance as may be required from time to time; including borrowing,
leasing and other resources and repayment in accordance with any
Code of Practice and any statutory controls that may be in operation.
All borrowings shall be in the name of the Council.
13.4 The Chief Financial Officer shall be responsible for all matters
relating to the management of all money in the hands of the Council
in accordance with approved Treasury Management and Investment
policies and strategies.
13.5 The Chief Financial Officer shall report to the Cabinet, prior to
the start of the financial year identifying the borrowing and investment
strategies being followed and subsequently on the results achieved
over the preceding year. Quarterly Treasury Management reports
shall be taken to the Audit Committee by the Treasury and Technical
Manager.
13.6 The Chief Financial Officer shall be the Council's registrar of
stocks, bonds and mortgages and shall maintain records of all
borrowing of money by the Council and shall be responsible for the
safe custody of all securities.
FINANCIAL REGULATION FOURTEEN: SECURITY
14.1 Each employee is responsible for maintaining proper security at
all times for all buildings, stocks, stores, furniture, equipment, cash,
etc., under their control. The Audit and Governance Manager should
be consulted in any case where security is thought to be defective,
assets cannot be accounted for or where it is considered that special
security arrangements may be needed.
14.2 Maximum limits for cash holdings shall be agreed with the Chief
Financial Officer in consultation with the Audit and Governance
Manager and shall not be exceeded without prior approval.
Employees with responsibility for holding and carrying cash must
Deleted: February 2011
Nuneaton and Bedworth Borough Council – Financial Procedure Rules

16
February 2012

Audit Agenda 22 03 12

96

ensure that they are aware of the insurer’s current requirements in
this respect.
14.3 Keys to safes and similar receptacles are to be carried by those
responsible for them at all times; the loss of any such keys must be
reported to the Chief Financial Officer and Audit and Governance
Manager immediately. The conditions lay down by the Council’s
insurers concerning the removal of safe keys and safe combination
codes from premises outside working hours shall be fully adhered to.
Employees having responsibility for such keys and codes must
ensure they are aware of insurer’s current requirements in this
respect.
14.4 All employees and Members shall be responsible for maintaining
proper security and privacy in respect of information held by them
and must comply with all relevant legislation.
14.5 An appropriate form of identification shall be issued to each
employee, including temporary and agency staff and contractors,
which must be displayed at all times.
14.6 If the Council’s Fidelity insurance cover requires adherence to a
‘System of Check’, this should be fully complied with. If full
compliance ceases to be possible or practicable, the matter must be
referred promptly to the Audit and Governance Manager.
Financial Accounting Instruction N - Security Limits and Controls.doc.
FINANCIAL REGULATION FIFTEEN: LAND & PROPERTY
15.1 The Head of Estates and Town Centres will maintain a register
terrier of all land and properties owned by the Council, in conjunction
with the Assistant Directors –Finance and Procurement and
Governance and Recreation.
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15.2 Assistant Director – Governance and Recreation shall have the
custody of all title deeds under secure arrangements agreed with the
Chief Financial Officer.
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15.3 All disposals of land and property shall take place only after
consideration of a report on the proposed disposal by the Head of
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Estates and Town Centres (delegated responsibility) or Cabinet or
delegated Cabinet member. When preparing the report the Chief
Financial Officer must be consulted. All disposals should seek to
obtain the best outcome for the Council.
FINANCIAL REGULATION SIXTEEN: STOCK, STORES &
EQUIPMENT
16.1 All employees shall be responsible for the care and custody of
stocks and stores used regularly by them and their departments.
Stores shall not be held in excess of reasonable requirements.
16.2 All valuation methods, stores accounts and all records in
connection with the accounting for stocks and stores shall be
approved by the Chief Financial Officer.
16.3 The Chief Financial Officer shall determine how to deal with any
surpluses or deficiencies shown in any items of stock reporting to the
appropriate Cabinet Member. Adjustments to stores records shall
only be made with the prior approval of the Chief Financial Officer.
16.4 Each Assistant Director/Service Head shall supply the Chief
Financial Officer with such returns about stores as may be necessary
for the purpose of the accounting and financial records of the Council.
16.5 Disposals or write-off of stock shall follow laid down procedures.
The sale of any surplus stock must comply with Procedure Rule 12
above.
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Financial Accounting Instruction O - Disposal or Write-off of
Stock.doc. All disposals should seek to obtain the best value for the
Council.
FINANCIAL REGULATION SEVENTEEN: INTERNAL AUDIT
17.1 A continuous internal audit shall be maintained under the
independent control and direction of the Assistant Director –
Governance and Recreation in consultation with the Assistant
Director – Finance and Procurement to provide an independent and
objective opinion on the control environment, comprising risk
management, control and governance, by evaluating its effectiveness
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in achieving the organisation’s objectives. It objectively examines,
evaluates and reports on the adequacy of the control environment as
a contribution to the proper, economic, efficient and effective use of
resources.
17.2 The Audit and Governance Manager shall have authority to: (a) Enter at all reasonable times on any Council premises or land;
(b) Have access to all records, documents and correspondence
relating to any financial and other transactions of the Council,
including those held by a third party, such as contractors;
(c) Require and receive such explanations as are necessary,
concerning any matter under examination;
(d) Require any employee of the Council to produce cash, stores or
any other Council property under their control;
(e) Directly access the Head of Paid Service, the Monitoring Officer
and Members.
17.3 All employees are required to respond promptly, in writing, to all
points raised in audit reports addressed to them.
17.4 Whenever any matter arises which involves, or is thought to
involve, irregularities concerning the property or functions of the
Council, any employee discovering the matter shall immediately notify
their own Assistant Director/Service Head or Audit and Governance
Manager. Any Assistant Director/Service Head becoming aware of
any such irregularities shall immediately notify the Audit and
Governance Manager who shall take such steps as considered
necessary by way of investigation and report.
17.5 Where any matter referred to in the previous paragraph 17.4 is
brought to light by the Audit and Governance Manager during routine
audit procedures, the relevant Assistant Director/Service Head shall
be notified immediately.
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17.6 The Audit and Governance Manager shall report twice yearly to
Members on the work of the Internal Audit Section. Members shall
also approve the Annual Internal Audit Plan.
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FINANCIAL REGULATION EIGHTEEN: ASSET REGISTERS
18.1 Each Assistant Director/Service Head is required to maintain a
record of assets owned or held within their respective Units. This
should include office furniture and fittings together with major items of
equipment valued in excess of £F but see 18.5 below.
18.2 The Assistant Director – Business Improvement is responsible
for maintaining a register of IT equipment throughout the Council and
the Assistant Director – Asset Management and Street Scene is
responsible for maintaining a register of all transport and plant.
18.3 All items in the asset register should be marked as Council
property. A serial number should be recorded and cross-referred,
excluding office furniture.
18.4 Each asset register should be updated at least annually and the
existence of each asset verified. No Council property should be taken
away from Council premises unless it is with the permission of the
Assistant Director/Head of Service.
18.5 All Assistant Directors/Heads of Service should also keep an
asset register of valuable and attractive items belonging to their Unit
such as mobile telephones and cameras.
Financial Accounting Instruction P - Maintaining Asset Registers.doc
FINANCIAL REGULATION NINETEEN: VALUABLES
19.1 All valuables such as jewellery, watches and other small articles
of a similar nature and documents of title found upon any Council
Establishment and not claimed within seven days shall, unless
decided by the Chief Financial Officer, be deposited with the Chief
Financial Officer for safe custody. After a period of six months the
Chief Financial Officer is authorised to dispose of the items.
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FINANCIAL REGULATION TWENTY: INSURANCE
20.1 The Assistant Director – Governance and Recreation in
consultation with the Audit and Governance Manager shall assess
risks and affect all insurance cover and negotiate all claims in
consultation with other employees as appropriate.
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20.2 The Audit and Governance Manager shall annually, or at such
other period considered necessary, review all insurances in
consultation with other employees as appropriate.
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20.3 Employees shall give prompt notification to the Audit and
Governance Manager of all new risks, properties or vehicles and of
any alterations or changes in risk which may affect existing
insurances.
20.4 Employees shall immediately notify the Chief Financial Officer in
writing of any loss, liability or damage or any event likely to lead to a
claim.
20.5 The Council shall include all appropriate employees in suitable
fidelity guarantee insurance.
20.6 Employees shall consult the Audit and Governance Manager in
respect of the terms of any indemnity, which the Council is requested
to give.
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20.7 When requested, employees in receipt of car allowances must
produce, a current driving licence, MOT certificate if needed and
copies of insurance documents to prove the existence of adequate
cover against any liability of the Council arising out of using the
vehicle for official journeys.
FINANCIAL REGULATION TWENTY ONE: GRANTS TO OTHER
ORGANISATIONS
21.1 The procedure for allocating grants shall be decided by Cabinet
or delegated Cabinet Member.
21.2 Assistant Directors or budget holders must make sure that:
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 The organisation receiving the money spends it in accordance
with the grant approval;
 The performance of the organisation is monitored during the
year in accordance with any grant conditions.
21.3 Applicants for grant aid must supply all information requested
including financial records before grants can be paid.
FINANCIAL REGULATION TWENTY TWO: MONEY LAUNDERING
22.1 Local authorities and their staff are subject to the full provisions
of the Terrorism Act and may commit most of the principal offences
under the Proceeds of Crime Act 2001. public authorities are not
however, legally obliged to apply the provisions of the Money
Laundering Regulations 2007. Nevertheless, as responsible public
bodies, they have a responsibility for the proper conduct of public
business so should embrace and adopt the underlying principles of
the money laundering legislation and regulations (see the NBBC Anti
Money Laundering Framework document for more detailed
information)
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DEFINITIONS
Accounting code
A code, which we use to allocate income and spending to cost
centres and budget heads on the financial system.
Accounting system
All procedures, which manage, record, control and protect assets,
finances and any other Council interest.
Agreed price
The cost of work or services that is agreed with a supplier before the
work is done.
Budget head
A particular type of income or revenue cost within a cost centre
budget, such as salaries.
Capital expenditure
Money spent on schemes in the capital programme, which is not
charged, to revenue routine costs.
Central purchasing contract
A contract arranged centrally for the procurement of specific goods
and services.
Contract sum
An amount usually agreed in writing for work or services.
Cost Centre
A unit within a service which is separately costed
Internal Control
The part of the procedure within a system, which prevents loss, error,
abuse and fraud.
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Management Team
Comprises of the Managing Director, the Assistant Directors and the
Head of Human Resources
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Money
Includes cash, cheques, postal orders and other kinds of payment.
Money Laundering
Any activity used to conceal or disguise the nature, source, location,
ownership or control of currency or assets. It is most often an
attempt to hide the proceeds of dishonest or criminal activity and to
try and give the impression that the income is from a legitimate
source.
Revenue expenditure
Costs shown in the budget, which are paid by cost centres in a
particular year, such as salaries.
Stock
Items that can be sold.
Suppliers
People or firms doing work for us or selling us goods.
Tender/Quotation
A stated price in writing from a person or firm for doing work or
services for the Council.
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FINANCIAL ACCOUNTING INSTRUCTIONS
Index
A Financial Limits.doc
B Virement Request Procedures.doc
C Retention of Financial Documents.doc
D Controlled Stationery.doc
E Request to Increase Revenue Budget.doc
F Exemptions to Contract Procedure Rules.doc
G Official Orders and Commitment Accounting.doc
H Payment by Direct Debit.doc
I Payment by Credit or Debit Card.doc
J Authorised Employees and Signatories.doc
K Taxation.doc
L Petty Cash Accounts.doc
M Debtor Accounting Procedures.doc
N Security Limits and Controls.doc
O Disposal or Write-off of Stock.doc
P Maintaining Asset Registers.doc
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AGENDA ITEM NO. 11
NUNEATON AND BEDWORTH BOROUGH COUNCIL
Report to:

Audit Committee – 22nd March 2012

From:

Assistant Director – Finance and Procurement and Audit and
Governance Manager

Subject:

Anti-Money Laundering Framework

1.
1.1

Purpose of the Report
To update the Council’s Anti-Money Laundering Framework which was first
introduced and approved by Cabinet in 2009.
(Please note that both the existing document has been updated and the
changes have been tracked. Any new text is underlined in the main
body of each document and any deleted text is shown in the right hand
margin)

2.
2.1

3.
3.1

4.

Recommendations
That the updated Framework at Appendix A be approved and it be
recommended to Council that the Constitution be updated accordingly.
What is the Committee being asked to consider?
To ensure that: The Framework represents best practice; and
 The procedures and responsibilities are clear and understandable.

Background

4.1

Since the Council’s Anti-Money Laundering Framework was introduced in
2009 further guidance on the interpretation of the legislation has been issued
by the Chartered Institute of Public Finance and Accountancy (CIPFA). This
has identified some fundamental changes to the responsibilities of public
sector bodies.

4.2

Whilst the provisions of the Proceeds of Crime Act (the POCA) remain
broadly unchanged, two notable exceptions are that the offences of ‘tipping
off’ and ‘failing to disclose’ now only apply to the regulated sector, i.e. to
certain parts of the financial services industry.

4.3

Whether some of the activities undertaken by local authorities fall within the
regulated sector has been uncertain and remain untested by the courts.
However, the CIPFA guidance now states that when considering this Councils
have to decide whether its activities are being pursued by way of business or
not. For example, if the Council was undertaking work in the field of
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investment on behalf of other, this would be an activity that should be
regulated, whereas, investing its own funds is not by way of business so is
not required to be regulated.
4.4

Taking this guidance into account, it has been decided that none of the
activities undertaken by Nuneaton and Bedworth Borough Council (NBBC)
should be regulated so it is no longer a criminal offence to ‘tip-off’ or ‘fail to
disclose’. However, both are considered to be best practice so have been left
within the Framework but the process is less formal, for example we no
longer have a 10 page form to be completed but have requested a report to
be made via e-mail.

4.5

Section 332 of the POCA concerns the offence of failing to disclose by
nominated officers outside of the regulated sector. Whilst it is common
practice for public authorities to nominate one or more officers to become
responsible for their organisations anti money laundering activities, unless
they are appointed formally under the provisions of sections 337 and 338 of
the POCA they cannot commit the offence. At NBBC the Assistant Director –
Finance and Procurement and the Audit and Governance Manager have
been nominated as the responsible officers they have not been formally
appointed under the POCA.

4.6

In an attempt to try and prevent money laundering it is considered good
practice to establish procedures to preclude the acceptance of cash sums in
excess of a defined amount. The 2007 Regulations suggest as a guide an
upper sum of 15,000 Euros but given that NBBC discourages payments in
cash a very low limit of £1,000 has been recommended.

5

Conclusion

5.1

Even though NBBC is not in the regulated sector and not undertaking
relevant business it is still exposed to substantial reputational risk if proper
policies and procedures are not in place. The updated Framework therefore
encompasses the full requirements of the Regulations but in a more informal
and simplified manner.

5.2

When the Framework has been approved training workshops will be
arranged to highlight the changes to employees and ensure that they are
understood, particularly those that deal directly with cash, such as the
cashiers, and those that manage transactions that may involve cash
payments, such as Council Tax, Non Domestic Rates and Right to Buy.

SIMONE DONAGHY
LINDA DOWNES

Audit Agenda 22 03 12

107

.Nuneaton and Bedworth Borough Council's, Anti Money
Laundering Framework

_
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POLICY STATEMENT

•

prevent, wherever possible, the organisation, its
employees and Members being exposed to money
laundering;

•

identify the potential areas where money laundering
may occur and take appropriate action to minimise the
risk; and

•

comply with all legal and regulatory requirements,
especially with regard to the reporting of actual or
suspected cases.

Deleted: What is Money
.' Laundering?lI

" 11Money laundering is any activity
used to conceal or disguise the
nature, source, location,
ownership or control of
currency or assets. It is most
often a n a ttem pt to hide the
proceeds of dishonest or
criminal activity and to try to
give the impression that the
income is from a legitimate
source so that it can be used. 11

,

11

It is often associated with large
scale crime such as drug
trafficking, tenrorist funding and
financial crimes involving fraud
but the UK legislation also
applies to any level of activity
used to conceal the source of
income to the benefit the
individual. This can be anything
from the proceeds of petty theft
or from hiding income to
commit benefit fraud up to
larger corporate crimes which
can involve complex and well
planned linked transactions. 11

Every employee and Member also has a personal responsibility
to be vigilant.
T ______________________

1.

_

INTRODUCTION

1.1 .,L"ocal authorities and their staff are _subject 10 the full prOVIsions of the_
Terrorism Act (the TA) and may commit most of the principal offences under'\
the proceeds of Crime Act 2002 (the POCA). Public authorities are not, "
however, legally obliged to apply the provisions of the Money Laundering \
Regulations 2007 (the 2007 Regulations). Nevertheless, as responsible
public bodies, they have a responsibility for the proper conduct of public
business so should embrace and adopt the underlying principles of the
money laundering legislation and regulations.

2.

1.2

3.
3.1

SCOPE OF THE FRAMEWORK

11

The Council is at risk of being
used in money laundering
activity as many of our activities
could appear attractive to
someone looking to launder
money. For example we collect
many sources of income
including rents (housing and
" i commercial) business rates and
, I council tax. These could be
" deliberately overpaid, possibly i
in cash and then a ref~~q ... [1] j

I

\l

f Deleted: There have ~~~
been significant changes to the :
This policy applies to all Members and employees of the Council and aims+,
i legislation conceming money I
I laundering with the introduction i
to maintain the high standards of conduct, which currently exist within the
I
! of the Proceeds of Crime Act
Council by preventing criminal activity through money laundering .• _
\ i 2002 (POCA) and the Money i
\ ,I Laundering Regulations 2007. i
\ \ ~ which have broadened tCI2Jl
WHAT IS MONEY LAUNDERING?

" f Formatted: Bullets and

Money laundering is any activity used to conceal or disguise the nature,
source, location, ownership or control of currency or assets. It is most often
an attempt to hide the proceeds of dishonest or criminal activity and to try to
give the impression that the income is from a legitimate source so that it can
be used.
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1

.Nuneaton and Bedworth Borough Council's Anti Mone'l
Laundering Framework
3.2 It is often associated with large scale crime such as drug trafficking, terrorist
funding and financial crimes involving fraud but the UK legislation also
applies to any level of activity used to conceal the source of income to the
benefit the individual. This can be anything from the proceeds of petty theft
or from hiding income to commit benefit fraud up to larger corporate crimes
which can involve complex and well planned linked transactions.

_
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Frame
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3.3 The Council is at risk of being used in money laundering activity as many of
our activities could appear attractive to someone looking to launder money.
For example we collect many sources of income including rents (housing
and commercial) business rates and council tax. These could be
deliberately overpaid, possibly in cash and then a refund requested which
would generate a cheque from the Council and provide a legitimate source
for the income. Other areas at risk include property deals, either right to buy
transactions or larger regeneration/development schemes, partnerships with
private sector firms and treasury management activities.
3.4 ,The primary m~:mey laund~rin9. offens~s and thu_s_ prohibited activities under _"' - ~l( Deleted: Money laundering
the POCA are:
~.m_e_an_s_ _ _ _ _~
• concealing, disguising, converting, transferring criminal property
or removing it from the UK (section 327 of POCA) This covers hiding
an item or its source, removing serial numbers, or changing an item for
something else. For example, an unexplained large cash payment
claimed to be from the death of a relative or a lottery win, a person using
illegally earned money to buy a house or piece of land; or
•

entering into or becoming concerned in an arrangement which you
know or suspect facilitates the acquisition, retention, use or control
of criminal property by or on behalf of another person (section 328
of POCA) This is the actual involvement in helping to cover up an act 
e.g. a Housing Officer becoming suspicious that a tenant on benefits is
buying valuable items when they are on limited income and failing to
report this; or

•

acqUlrmg, using or possessing criminal property (section 329 of
POCA) [accepting stolen items knowingly or knowingly taking
advantage of them or accepting items paid for by the proceeds of
crime. This could be paying significantly less than the value of an item
with the suspicion or knowledge that it may be stolen; or

•

becoming concerned in an arrangement facilitating concealment,
removal from the jurisdiction, transfer to nominees or any other
retention or control of terrorism property (section 18 of the
Terrorist Act 2000). This is about hiding income or other items which
are being used to fund or carry out terrorist activities
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1.3 ,Criminal Prope!1Y is defined in Section 340 (31 of the POCA as 'prolJert'i"lj
that 18-or- re-presents-the-person's- benefiffrom-iIIegaf actions- fn- whoJe- or part 'c- - 
and the person knows or suspects that it is the proceeds of a criminal act.
I
1.4 Potentially any employee could be caught by the money laundering
provisions if he/she knows or suspects money laundering and either
becomes involved with it in some way and/or does nothing about it. This
procedure sets out how any concerns should be raised.

4.
4.1

4.2 Section 332 of the POCA concerns the offence of failing to disclose by
nominated officers outside of the regulated sector. However, as the above
officers have not been formally appointed as MLRO's under the provisions
of sections 337 or 338 of the POCA, they cannot commit this offence.

5.

Deleted: . These are the
primary money laundering
offences and are thus
prohibited activities under
POCA·lI
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11
1

MONEY LAUNDERING REPORTING OFFICER (MLROl __ _ _

The Council is no longer obliged to appoint a MLRO, however, it is
considered to be best practice to nominate one or more officers to become
responsible for their organisations anti money laundering activities. The
officers appointed for Nuneaton and Bedworth Borough Council are the
Assistant Director - Finance and Procurement (the MLRO) and the Audit
and Governance Manager (the Deputy MLRO).

I

\

\

I

,,

I

<#> There are also two ' third
party' offences-lI
<#>faiJure to disclose one of
the primary offences, and 11
<#>'tipping-ofF, Tipping off is
where someone informs a
person or people who are, or
are suspected of being.
involved in money laundering.
in such a way as to reduce the
likelihood of their being
investigated, or prejudicing an
investigation.lI
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I
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\
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employees and Members are
familiar with their personal
legal responsibilities: serious
. .
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legislation·lI

11

What ArtL The Obligations On
The Council?lI

DISCLOSURE PROCEDURE

'11

Reporting to the MLRO

5,1

Where you know or suspect that money laundering activity is taking/has
taken place, or you become concerned that your involvement in a matter
which may amount to a prohibited activity under the POCA, as defined in
paragraph 3.4 above, you must disclose this as soon as possible to the
.. ___ JI{1~139 (J~ p_ep_u!'i MLR9~_ _
____ _

<#>Organisations conducting
"relevant business" must:lI
<#>appoint a Money
Laundering Reporting Officer
(nMLRO") to receive
disclosures from employees
of money laundering activity
(their own or anyone else's).
the nominated Officer for
Nuneaton and Bedworth
Borough Council is the Chief
Financial Officer and the
deputy is the Corporate
, Services Oirector;lI
<#>implement a procedure to
enable the reporting of ... 4

~ Your disclosure should be made .v_e!~c:llly initiallx and then followed UP. ~YE3::-., \.
maiL§I!1~ Jb eJep(J~_ mus! Lnc!l!<!~ §I~ _muc~ .d~!C!il as po.?si_bJ~,_ for ex?mR.I~~:
\
• Full details of the people involved (including yourself; if relevant), e.g.
name, date of birth, address(es), including postcode;
g~~,!~: :u~~:!s~fi~h;reievant'
• Subject details, such as National .Insurance Numbers, vehicle
I for the purposes of the
\ legislation: it is mainly the
I
registration, driving licence, passport. phone numbers, website
.'i·' treasury management services. I
addresses;
'"I, company land and propel ... [5) )
_---,
• Occupation and name and address of employer;
\'.1 Deleted: to the MlRO either J
• Details of any associates of the subject;
\\ Deleted: or
1
1.;!

-_..........

\\'~-."....

(Deleted: initi_al..;,ly_.T_ _ ___

lDefined by Section 340 (9) of POCA - "Property is all property wherever situated and includes
(a) money;
(b) all fomns of property, real or personal, heritable or moveable;
(c) things in action and other intangible or incorporeal property.'
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.Nuneaton and Bedworth Borough Council's Anti Money
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ar1<:l ~designati0r:l (e..H: Limited
.,
Deleted:
or pic), VAT number if available, address, phone number, email address,
directorships, phone numbers,
website address
etc;
Full details of the nature of your involvement and if you are concerned
that this would amount to a prohibited act under JhsL ~9_CA _(~e.e. _s~s:!i9!:l ___ - .j Deleted: sections 327 - 329
3.4 above for details), then you will need consent from the.uK Financial
Deleted: National Criminal
Intelligence Unit (UKFIU) of the Serious Organised Crime Agency
Intelligence Service (NCIS)
(SOCA), via the MLRO, to take any further part in the transaction. You
should therefore make it clear as to whether there are any deadlines for
giving such consent e.g. a completion date or court deadline;
The type(s) of money laundering activity involved;
The dates of such activities, including whether the transactions have
happened, are ongoing or are imminent;
Where they took place;
How they were undertaken; and
The (likely) amount of money/assets involved

~ompan~ detaits,ir:lc.ilJding fuillegaln~rne

All available information needs to be given to the MLRO to enable him/her
to make a sound judgement as to whether there are reasonable grounds for
knowledge or suspicion of money laundering and to decide whether to
complete a Suspicious Activity Report (SAR)..a,.,d reQort it to th§!_UKFIU .. ______ '

!

1

Deleted: enable him/her to
prepare his report to NCIS,
where appropriate

5,3 Once you have reported the matter to the MLRO you must follow any
directions he/she may give you. You must not make any further enquiries
into the matter yourself or raise your concerns with the suspect, even if the
UKFIU has given consent to any particular transaction proceeding. Any
necessary investigation will be undertaken by the UKFIU and all employees
will be required to co-operate with them during any subsequent money
laundering investigation.
5.4 Do not make any reference on a client file to a report having been made to
the MLRO - should the client exercise their right to see the file, under Data
Protection or Freedom of Information Act, then such a note will obviously tip
them off to the report having been made.
, Deleted: Consideration of
the disclosure by the Money
Laundering Reporting Officer
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______ _
__ ____
___ ___
acknowledge receipt of it and
•
other transaction patterns and volumes;
advise of the timescale within
which he/she expects to
•
the length of any business relationship involved;
respond to you~
•
the number of anyone-off transactions and linked transactions; and
F~~======~
" Deleted: he/she thinks
•
any identification evidence held.
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ensure that all available information is taken into account in deCiding
whether a report to the.UKFIU J~ !~gl:!i!e.c:I. ____ _
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.Nuneaton and Bedworth Borough Council's Anti Money. Laundering Framework
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~Once

the MLRO has evaluated all of the information available;.
make a timely determination as to whether:

•
•
•

_h~l~l!~ ~l!~t_.,

-'

Deleted: disclosure report and
any other relevant information

there is actual or suspected money laundering taking place; or
there are reasonable grounds to know or suspect that is the case; and
whether he/she needs to seek consent from the .UKFIU f9~ ,§U~~r!i~~La! _' _- -{~D_e_le_te_d_:N_C_IS_ _ _ _-'
transaction to proceed.

5.7 Where the MLRO concludes a referral is needed then he/she must disclose
--the matter as soon as practicable to the .LJKFILJ . electronically via SAR __ - -()-~~~~~~==\
Deleted: NCIS
Online or by using the SOCA preferred forms for a manual report LJQ~~? _. _- Deleted: in the prescribed
manner
he/she has a reasonable excuse for non-disclosure, for example, if you are
a lawyer and you wish to claim legal professional privilege for not disclosing
the information, After disclosure has been made no further action should be
taken without guidance from the UKFIU.
~Where

the MLRO suspects money laundering but has a reasonable excuse
for non-disclosure, then he/she must note the report accordingly; he/she can
then give their consent in writing for any ongoing or imminent transactions to
proceed. In cases where legal professional privilege may apply, the IVILRO
must liaise with the bssistant Director - Governance and Recreation J9___ -{ Deleted: legal adviser
decide whether there is a reasonable excuse for not reporting the matter to
th e ~U K FlU. ___________________________________________________ ' . - -{~D_e_le_te_d_:N_C_IS~_ _ _~

.§JL.Where consent is required from the .LJKFIU fSl! _<! J~a_n_s.9~!i91l_ to_ p~Q~~~d_, _.' _- .{ Deleted: NCIS

~-------~

then the transaction(s) in question must not be undertaken or completed
until the .U KF IU h_a~_ ~~~~iD~~ILY_ g Lv~.Il_ ~QI'!~~nJ,- 9~ 1~~r_e_ Ls_ c!~~II1~sl_~QI'!~~n_t_ .. -{ Deleted: NCIS
through the expiration of the relevant time limits without objection from the
.UKFIU.________________________________________________________ ' - -{~D_e_le_te_d_:N_C_IS~~~~~
~-------~

5.10 Where the MLRO concludes that there are no reasonable grounds to
suspect money laundering then he/she shall mark the report accordingly
and give his consent in writing for any ongoing or imminent transaction(s) to
proceed.

~Alljnformation _r~f~r~~c! 1(U~~ -".".1~~.Q .9_nsl_ ~eF_o_rts_ cn_a_d_e_.t~ !I!~ ...UKFIU ~l!~t~ _ " -{ Deleted: disclosure reports
be retained by the MLRO..f9~arninirn.u!11 ()ffiy~y~ar~.
_.," ,',' i Deleted: by him t

1

"'. ,,( Deleted: NCIS

6.
6.1

'i Deleted:

CASH RECEIPTS
Cash sums in excess of £1,000 for anyone transaction shall not be
accepted. Cash is defined as including notes, coins or travellers cheques in
any currency .. _________________________________________________ ,

in a confidential

;~

/ (Deleted: The MLRO commits
a criminal offence if he/she
knows or suspects that
another person is engaged in
money laundering and does
not disclose it as soon as
practicable to the NCIS.lI

: -( Deleted: 12'" October 2009
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.Nuneaton and Bedworth Borough Council's. Anti Money
Laundering Framework

/

Deleted: Proceeds of Crime
(Anti Money Laundering)
Frame
, Deleted: work

7.

JDENTIFICATION PROCEDURES

7.1"Where -funds-flow-throug'-h
'-to -the
-

- .' Deleted: <#>CLIENT
- '..,-IDENTIFICATION
.\'
PROCEDURE1J

a

C-ouncil from
source- wifh- wh-ich -is -is_-'\, ',~~~~=====<
Formatted: Bullets and
unfamiliar or a new business relationship is being formed or a one-off " \~, Numbering
significant transaction is being considered, satisfactory evidence of the ' ,'. >=Fo~rm~a~tt~e~d~:F~o~nt~:~Bo~ld~~=<
identity of the prospective client must be obtained, This applies to existing
,Formatted: Indent: left:
clients as well as new ones end r~RulC!r_ m9!1it()~ing Jbrqt!ghouJ Jb~ Ji!~ ()! ?!lY _ \ 0.63 em
ongoing arrangement is also needed to ensure that the identification ~
>=D~e~le~te~d~:~<#~>~Wh~e~re~th~e~~=<
information remains up-to-date and the section's knowledge of the customer'
Council is carrying out relevant
business and: 11
remains current.
<#>forms an ongoing business

,

7.2

relationship with a client; or1!
<#>undertakes a one-off
transaction involving payment
Where necessary, !I!~ follO~i!1g_~vjc!~r:!~~ ~bQl:lI.9_ ~~ obtC!il1~9~ ____________ "
, I
by or to the client of 15,000
i \
Euro (approximately £10,000)
or more; or1!
<#>undertakes a series of
Individuals - The proof of identity for an individual should be the best
linked one-off transactions
involving total payment by or to
available in the circumstances to identify that 1hey §lr~ ~h..9_ ~h_ey_ ~I§lll'!:l
the cJient(s) of 15,000 Euro or
be. They should identify their name, permanent address as well as date; " ; more;
or1!
and place of birth. E.g. passports, driving licence, utility bills etc
" " " <#>it is known or suspected
! -I \
that a one-off transaction (or a
1! i
series of them) involves money
I \ I
laundering;ll
Businesses - check the identity of companies, partnerships and sole '"
\ II
then this Client Identification
!
trader businesses by establishing the identity of the entity itself and then 1\
I "
Procedure must be followed
the people who are behind it
owners, directors, partners etc. the 1 " before any business is
undertaken for that client.
identity of these individuals' should be established as outlined above. ;, ',:" Please
note tflat unlike Ihe
reporting procedure, the client
1
1
1
(The hudit <:inc! _Governc!ll~e }'{1anager _c_a_n_ p!()vi.9~_ .9~!C!i!s__ ~r:!Q~!1_
procedure is
directors and group structures for limited companies by requesting an " ~, ~"~ identification
restricted to those operating
, ',',', relevant business. i.e. Fi ... 6
.Cregitsafe r~pp.rtl
__ __ __ ___ __ __ __ _ _ _ __ __ __

,,

,,
I,;
J()_; "

•

•

oj_

U . . .Cqpie~_of.c:lIl~yiqe_n.cE! ()f id.e.nJi_tysh_o_uJq _b_e_ foryvar~§lg_t9_ the_ rytL.F~9to

"
\ \

b.~" "\.

Ii
\1

'.

held on a central file. In all cases, the evidence should be retained for at " " ". "
least five years from the end of the business relationship or transaction(s).
" \',; \
,,\
\

I lA_ Jf ~<:iti~f?f1~r:y _eyjc!~r:!~~ 9f lc!~nJ~Y 1~ !l9! 9P!C!i~«?g _C!tJb~_ql!t~«?t ()f 1h..e ~_atte!

then the business relationship or one off transaction(s) cannot proceed any
,
further.

1 .... !>~_"",,,,,~~~~....d~~

'I ',\

\ \\:>=~=",;..:,.,=~==~
\

~~~~~~~~~

lJ._ Jh_i~ cli~~t Ld_e_nJ~if~~QQ .P!Q~~c!l:lr~_ <;jQ~~ !lp! ?Pp!y_ to_tr~I1~c:l~tlqlls.l,fo,/ltt1_~redlt_
or financial institutions who are subject to the requirements of the money'"
laundering directives or where the customer is a public authority in the
'
United Kingdom.

.
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