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3 Agenda Iltem 1

H Leicestershire
County Council
Minutes of a meeting of the Corporate Governance Committee held at County Hall,
Glenfield on Monday, 24 November 2014.

PRESENT

Mr. E. D. Snartt CC (in the Chair)

Mr. S. L. Bray CC Mr. K. W. P. Lynch CC
Mr. G. A. Hart CC Mr. S. D. Sheahan CC
Mr. P. G. Lewis CC Mr. R. J. Shepherd CC

Minutes of the meeting held on 23 September 2014.

The minutes of the meeting held on 23 September 2014 were taken as read, confirmed
and signed.

Question Time.

The Chief Executive reported that no questions had been received under Standing Order
35.

Questions asked by members under Standing Order 7(3) and 7(5).

The Chief Executive reported that no questions had been received under Standing Order
7(3) and 7(5).

To advise of any other items which the Chairman has decided to take as urgent
elsewhere on the agenda.

There were no urgent items for consideration.

Declarations of interest in respect of items on the agenda.

The Chairman invited members who wished to do so to declare any interest in respect of
items on the agenda for the meeting. There were no declarations of interest.

Annual Audit Letter 2013/2014.

The Committee considered a report of the Director of Corporate Resources which
presented the Annual Audit Letter 2013/14. A copy of the report marked ‘Agenda Item 6’
is filed with these minutes.

The Chairman welcomed Richard Bacon and Matthew Elmer of
PricewaterhouseCoopers, the County Council’'s external auditors, to the meeting for this
and other items.

RESOLVED:
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26.
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That the Annual Audit Letter be approved and distributed to all Members of the Council.

External Audit Plan - Progress Report 2014/2015.

The Committee considered a report of the Director of Corporate Resources which
introduced the External Audit 2014/15 Progress Report. A copy of the report marked
‘Agenda Item 7’ is filed with these minutes.

It was suggested that the Committee would benefit from more information regarding the
PricewaterhouseCoopers publications ‘Productivity in the Public Sector’ and ‘The public’'s
view on decentralisation’. Briefings on these publications were held at the offices of
PricewaterhouseCoopers and members of the Committee were welcome to attend.
RESOLVED:

That the update provided by PricewaterhouseCoopers be noted.

Risk Management Update.

The Committee considered a report of the Director of Corporate Resources which
provided an overview of key risk areas and the measures being taken to address them.
The report also provided an update on related risk management matters and counter
fraud initiatives. A copy of the report marked ‘Agenda Item 8’ is filed with these minutes.

The Committee also received a presentation on the risk associated with the transfer of
communicating responsibility for 0-5 public health services from NHS England to the
County Council. A copy of the slides forming the presentation is filed with these minutes.

Presentation — Public health 0-5 services: Transfer of Commissioning Responsibility.

It was noted that the service specification and Commissioning for Quality and Innovation
(CQUIN) payments had now been confirmed and were as expected. There were still
outstanding risks regarding the level of funding and nature of the transfer mechanism for
the contract. The draft funding arrangements indicated that the cost of the service would
be met through the transfer.

The Committee welcomed the proposal to integrate the health visitor service with the
school nursing service. It was felt that this would provide added value for both services.

Risk Register

The External Auditor welcomed the robust planning undertaken by the County Council in
the light of future uncertainties such as the upcoming General Election. He also
acknowledged that the risks which the County Council faced mainly related to dealings
with other bodies and as such were beyond its control. The detail relating to risks around
information management was welcomed by the External Auditor, along with progress
made in this area.

Arising from discussion the following points were noted:

(i) It was noted that the policy framework for the Risk Register was being reviewed
and would be submitted to the committee for consideration in February.



(ii) With regard to the risks around Transformation, it was noted that there were a few
areas in Children & Family Services where there was a risk that the savings
targets would not be achieved on time. However, this was not a risk to the
overall achievement of the Transformation Programme.

(i) In response to a question regarding the impact of academy and secondary age
conversion on home to school transport policy the Committee was assured that
there were now policies in place and the issue had been moved to a
departmental level.

RESOLVED:

(a) That the current status of the strategic risks and the addition of new risks facing
the Council be noted,;

(b) That officers be requested to provide a presentation on the risk associated with the
ability to deliver savings and efficiencies through service redesign and
transformation as required in the MTFS at the next meeting of the committee;

(c) That the updated Corporate Risk Register attached as Appendix A
to the report be approved,

(d) That the principles of the CIPFA Code of Practice on Counter Fraud (2014) be
adopted in support of the Council’s initiatives to improve further the prevention and
pursuit of fraud.

27. Regulation of Investigatory Powers Act 2000 (RIPA).

The Committee considered a report of the County Solicitor on the Authority’s use of the
Regulation of Investigatory Powers Act 2000. A copy of the report marked ‘Agenda ltem
9’ is filed with these minutes.

RESOLVED:
(a) That it be agreed that the Policy Statement remains fit for purpose;
(b) That it be agreed that the Committee will continue to receive quarterly reports on
the use of RIPA powers and to report to the Cabinet on an annual basis on both

the use of RIPA powers and whether the Policy remains fit for purpose in order to
fulfil the statutory obligations placed on the County Council.

28. Quarterly Treasury Management Report.

The Committee considered a report of the Director of Corporate Resources, the purpose
of which was to update the Committee on the actions taken in respect of treasury
management in the quarter ending 30 September 2014. A copy of the report marked
‘Agenda Item 10’ is filed with these minutes.

It was noted that outstanding debts to the County Council were summarised in the
Statement of Accounts.
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30.

Some concern was expressed that the interest rate of 8.4% on loans to small and
medium sized Leicestershire companies was too high. However, the Committee was
advised that this was an average figure for the market and set on a commercial basis, not
by the Authority. No company was required to take the loan if they did not find the rate of
interest acceptable. The risk of default played a large part in the rate being at 8.4%.

RESOLVED:
That the content of the report be noted.

Recommended Change to Treasury Management Policy in Respect of the Lending of
Surplus Balances.

The Committee considered a report of the Director of Corporate Resources, the purpose
of which was to seek the views of the Committee about recommended changes to the
method by which the acceptability of counterparties to whom surplus balances could be
lent was decided. A copy of the report is filed with these minutes.

The Chairman welcomed Dan Wilson from Capita to the meeting for this item.

It was noted that if a counterparty was declared bankrupt, the County Council would lose
its investment with the exception of what could be recovered through legal processes.
The Committee was advised that credit rating agencies had learnt lessons from the
financial crisis in 2008/09 and were now more effective and quicker to downgrade banks.
Capita’s decisions regarding counterparties were based on whether the level of risk and
rate of return equated, as well as looking at the market’s views on risk.

Members acknowledged that the current list of counterparties was too small. Although
there was risk involved in widening the list, it was hoped that sufficient assurances were
in place to provide mitigation. The Committee wished to see the list of counterparties
being closely monitored to ensure that the Council was not exposed to unnecessary risk.

Some members suggested that, when considering the change to the list of
counterparties, the Cabinet should also give consideration to developing an ethical
banking policy, for example to ensure that the County Council was not investing in
oppressive regimes. It was acknowledged that there would be difficulties involved in
defining ethical limitations.
RESOLVED:

(a) That the content of the report be noted;

(b) That the comments now made be referred to the Cabinet for consideration.

Quarterly Internal Audit Service Progress Report.

The Committee considered a report of the Director of Corporate Resources, the purpose
of which was to give a summary of the Internal Audit Service work and provide an update
on the investigation into the former Leader of the County Council, Mr David Parsons. A
copy of the report is filed with these minutes marked ‘Agenda Item 12’.



v

The Committee noted that the time which Mr Parsons had been given to pay the balance
owed had now run out and unless payment was made enforcement action would be
taken. The County Solicitor was unable to provide more details on Mr Parson’s ability to
pay the money owed as this would introduce personal information. Whilst some Members
hoped that the Authority could claim for the Officer time spent dealing with the matter, the
County Solicitor informed that all of this money could not be reclaimed. The County
Solicitor confirmed that he would write to the Committee to provide updates as
appropriate before the next meeting.

RESOLVED:

That the content of the report be noted.

31. The Internal Audit Charter.
The Committee considered a report of the Director of Corporate Resources, the purpose
of which was to seek the Committee’s approval of the Internal Audit Charter and to
provide an update on the development of the Internal Audit Service Quality Assurance
and Improvement Programme. A copy of the report marked ‘Agenda Item 13’ is filed with
these minutes. The external Auditor confirmed that the development of an Internal Audit
Charter was in line with national guidance.
RESOLVED:

(a) That the Internal Audit Charter, attached as Appendix 1 to the report, be approved;
(b) That the progress with the development of a Quality Assurance and Improvement
Programme be noted.

32. Annual Governance Statement 2014 - Update Against Key Improvement Areas.
The Committee considered a report of the Director of Corporate Resources, the purpose
of which was to provide a mid-year update to the Committee on those areas identified for
improvement included within the County Council's 2013/14 approved Annual Governance
Statement.
RESOLVED:
That the report and progress detailed in the Appendix to the report be noted.

33. Dates of future meetings.
RESOLVED:
That the next meeting of the Committee be held on Friday 20 February 2015.

34. Any other items which the Chairman has decided to take as urgent.
There were no other items which the Chairman decided to take as urgent.

10.00 - 11.40 am CHAIRMAN

24 November 2014
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J Agenda Item 6

M Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE — 20 FEBRUARY 2014

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES

ANNUAL GRANTS CERTIFICATION REPORT 2013/14

Purpose

1.  To present the Annual Grants Certification Report for 2013/14 for approval.

Background

2. A copy of the Annual Grants Certification Report for 2013/14 is included in the
Appendix attached to this report. Matthew Elmer from the County Council’s
external auditors, PricewaterhouseCoopers, will attend the meeting in order to
present the letter and answer any questions.

Recommendation

3. The Committee will be requested formally to approve the Annual Grants
Certification Report 2013/14.

Equal Opportunities

4. None.

Circulation Under the Local Issues Alert Procedure

5. None.

Background Papers

6. None.

Officers to Contact

Chris Tambini, Assistant Director, Strategic Finance and Property, Corporate
Resources Department
Tel: 0116 3056199 Email: Chris. Tambini@leics.gov.uk

Judith Spence, Head of Corporate Finance, Corporate Resources Department
Tel: 0116 305 5998 Email: Judith.Spence@]leics.gov.uk
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The Members of the Corporate Governance Committee
Leicestershire County Council

County Hall

Glenfield

Leicester

LE3 8RA

22 January 2015

Our Reference: LCC/1314/Cert

Ladies and Gentleman,

Annual Certification Report (2013/14)

This report summarises our certification work performed last year.

Results of Certification Work

We certified one claim — the Loughborough Town Centre Transport Project TRA11 - worth a net total
of £6,537,697. The claim was amended but it did not require a qualification letter to set out the
matters arising from the certification findings of the claim.

We did not identify any matters relating to the Authority’s arrangements for the preparation of the

claim and return during the course of our work. The amendments were as a result of administrative
errors, which were minor in nature.

Yours faithfully,

PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP, Cornwall Court, 19 Cornwall Street, Birmingham, B3 2DT
T: +44 (0) 121 265 5000, F: +44 (0) 121 265 5050, www.pwc.co.uk
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Annual Certification Report 2013/14 to those charged with governance — Leicestershire County Council

Introduction

Scope of Work

Each year some grant-paying bodies may request certification by an appropriately qualified auditor, of claims
and financial returns submitted to them by local authorities. Certification arrangements are made by the Audit
Commission under Section 28 of the Audit Commission Act 1998 and is one way for a grant-paying body to
obtain assurance about an authority’s entitlement to grant or subsidy or about information provided within a
return.

Certification work is not an audit but a different type of assurance engagement which reaches a conclusion but
does not express an opinion. This involves applying prescribed tests, as set out within Certification Instructions
(ClIs) issued to us by the Audit Commission; these are designed to provide reasonable assurance, for example,
that claims and returns are fairly stated and in accordance with specified terms and conditions. The precise
nature of work will vary according to the claim or return.

Our role is to act as ‘agent’ of the Audit Commission when undertaking certification work. We are required to
carry out workand complete an auditor certificate in accordance with the arrangements and requirements set by
the Audit Commission.

We also consider the results of certification work when performing other Code of Audit Practice work at the
Authority, including our conclusions on the financial statements and value for money.

International Standards on Auditing UK and Ireland (ISAs), the Auditing Practices Board’s Practice Note 10
(Revised) and the Audit Commission’s Code of Audit Practice do not apply to certification work.

Statement of Responsibilities

The Audit Commission publishes a ‘Statement of responsibilities of grant-paying bodies, authorities, the Audit
Commission and appointed auditors in relation to claims and returns’ this is available from the Audit
Commission website. It summarises the Commission's framework for making certification arrangements and
highlights the different responsibilities of grant-paying bodies, authorities, the Audit Commission and
appointed auditors in relation to claims and returns.

PricewaterhouseCoopers LLP, Cornwall Court, 19 Cornwall Street, Birmingham, B3 2DT
T: +44 (0) 121 265 5000, F: +44 (0) 121 265 5050, www.pwc.co.uk
Page 4 of 9



Annual Certification Report 2013/14 to those charged with governance — Leicestershire County Council

Results of Certification Work

Claims and Returns certified

A summary of the claims and returns certified for financial year 1 April 2013 to 31 March 2014 is set out in the
table below. The Audit Commission require that all matters arising are either amended for (where appropraite)
or reported within a qualification letter.

One claim was amended following the certifiation work undertaken. The errors were of administrative type and
minor in nature. The deadline for authority submission for the Transport claim was met. The deadline for

auditor certification was met.

Fee information for the claims and returns is summarised on page 6.

Summary

CI Scheme Title | Form Original Final Amendment | Qualification
Reference Value Value

TRA11 Local Transport | S31 AUD 6,537,697 6,537,697 Yes* No
Plan: major Form 13-14
project —
Loughborough
Town Centre
Transport
Project

*The amendments had no impact on the overall value of the claim.

PricewaterhouseCoopers LLP, Cornwall Court, 19 Cornwall Street, Birmingham, B3 2DT
T: +44 (0) 121 265 5000, F: +44 (0) 121 265 5050, www.pwc.co.uk
Page 50f 9
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Certification Fees

The fees for certification of each claim and return are set out below:-

Claim/Return 2013/14 2013/14 2013/14 2012/13 Comment
Indicative Variation** Proposed Billed Fee
Fee * Final Fee**
£ £ £ £
TRA11 Local 0 2,789 2,789 2,789
Transport plan:
major projects
PENo5 o) o) o) 12,087 This scheme was removed
Teachers from Audit Commission
Pensions return arrangements for 2013/14
Total o 2,789 2,789 14,876

These fees reflect the Council’s current performance and arrangements for certification.

* Indicative fees may subsequently be updated for Audit Commission approved variations; for example where
there was a change in the level of work required.

** Fee variations which are pending Audit Commission approval.

PricewaterhouseCoopers LLP, Cornwall Court, 19 Cornwall Street, Birmingham, B3 2DT
T: +44 (0) 121 265 5000, F: +44 (0) 121 265 5050, www.pwc.co.uk
Page 6 of 9
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Appendix

Prior year recommendations

For 2013/14 under Audit Commission certification arrangements, the following schemes did not apply:

e PENoO5 Teachers Pensions Return

Alternative arrangements may have been entered into directly between the grant paying bodies and assurance
practitioners, however for the purposes of this report, which is focused on Audit Commission certification work,

these schemes have been excluded; on this basis where issues arose in prior year these are now excluded from
the action plan.

PricewaterhouseCoopers LLP, Cornwall Court, 19 Cornwall Street, Birmingham, B3 2DT
T: +44 (0) 121 265 5000, F: +44 (0) 121 265 5050, www.pwc.co.uk

Page 7 0of 9
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Audit Commission Definitions for Certification work

Abbreviations used in certification work are:-

‘appointed auditor’ is the auditor appointed by the Audit
Commission under section 3 of the Audit Commission Act 1998 to
audit an authority’s accounts who, for the purpose of certifying
claims and returns under section 28 of the Act, acts as an agent of
the Commission. In this capacity, whilst qualified to act as an
independent external auditor, the appointed auditor acts as a
professional accountant undertaking an assurance engagement
the certification  instruction

governed by Commission’s

arrangements;

‘claims’ includes claims for grant or subsidies and for contractual
payments due under agency agreements, co-financing schemes or
otherwise;

‘assurance engagement’ is an engagement performed by a
professional accountant in which a subject matter that is the
responsibility of another party is evaluated or measured against
identified suitable criteria, with the objective of expressing a
conclusion that provides the intended user with reasonable
assurance about that subject matter;

‘Commission’ refers to either the Audit Commission or the
Grants Team of the Audit Policy and Regulation Directorate of the
Commission which 1is responsible for making certification
arrangements and for all liaison with grant-paying bodies and

auditors on certification issues;

‘auditor’ is a person carrying out the detailed checking of claims
and returns on behalf of the appointed auditor, in accordance with
the Commission’s and appointed auditor’s scheme of delegation;

‘grant-paying bodies’ includes government departments,
public authorities, directorates and related agencies, requiring
authorities to complete claims and returns;

‘authorities’ means all bodies whose auditors are appointed
under the Audit Commission Act 1998, which have requested the
certification of claims and returns under section 28(1) of that Act;

‘returns’ are either:

- returns in respect of grant which do not constitute a claim,
for example, statements of expenditure from which the
grant-paying body may determine grant entitlement; or

- returns other than those in respect of grant, which must or
may be certified by the appointed auditor, or under
arrangements made by the Commission;

‘certification instructions’ (‘CIS’) are written instructions
from the Commission to appointed auditors on the certification of
claims and returns;

‘Statement’ is the Statement of responsibilities of grant-paying
bodies, authorities, the Audit Commission and appointed auditors
in relation to claims and returns, available from www.audit-
commission.gov.uk;

‘certify’ means the completion of the certificate on a claim or
return by the appointed auditor in accordance with arrangements
made by the Commission;

‘aunderlying records’ are the accounts, data and other working
papers supporting entries on a claim or return.

PricewaterhouseCoopers LLP, Cornwall Court, 19 Cornwall Street, Birmingham, B3 2DT
T: +44 (0) 121 265 5000, F: +44 (0) 121 265 5050, www.pwc.co.uk

Page 8 of 9
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This document has been prepared for the intended recipients only. To the extent permitted by law,
PricewaterhouseCoopers LLP does not accept or assume any liability, responsibility or duty of care for any use of or reliance
on this document by anyone, other than (i) the intended recipient to the extent agreed in the relevant contract for the matter

to which this document relates (if any), or (ii) as expressly agreed by PricewaterhouseCoopers LLP at its sole discretion in
writing in advance.

© 2015 Annual Certification Report 2013/14 to those charged with governance — Leicestershire County Council
PricewaterhouseCoopers LLP. All rights reserved. 'PricewaterhouseCoopers' refers to PricewaterhouseCoopers LLP (a
limited liability partnership in the United Kingdom) or, as the context requires, other member firms of
PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.
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21 Agenda Item 7

M Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE — 20 FEBRUARY 2015

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES

EXTERNAL AUDIT PLAN 2014/15

Purpose

1.  To present the external Audit Plan for 2014/15 for consideration.

Background

2. A progress report on preparation of the Audit Plan for 2014/15 was presented to the
Corporate Governance Committee at its last meeting on 20" November 2014.

Audit Plan 2014/15

3. The Audit Plan for 2014/15 is included in the Appendix attached to this report.
Matthew Elmer from the County Council’s external auditors,
PricewaterhouseCoopers (PwC), will attend the meeting in order to present the Audit
Plan and answer any questions.

4.  Overall materiality for the audit opinion is £17.2m. This is reported on page 8 of the
Appendix and is set at 2% of gross expenditure per the 2013/14 statement of
accounts.

5. The Appendix, on page 8, also explains that auditing standards requires the Auditor
to report all misstatements in the accounts unless they are ‘clearly trivial’, i.e. those
that do not have a material effect on the financial statements. Auditing standards
suggest 5% of overall materiality is appropriate which would mean a reporting level of
£861,000. The Corporate Governance Committee has previously agreed a £100,000
limit. It is recommended that the limit is retained as the financial statements are
reported to the nearest £100,000.

6.  Within the section on fraud, page 12 of the Appendix, the auditor enquires of the
committee the following:

o Whether you have knowledge of fraud, either actual, suspected or alleged,
including those involving management?

o What fraud detection or prevention measures (e.g. whistleblower lines) are in
place in the entity?

o What role you have in relation to fraud?

o What protocols / procedures have been established between those charged
with governance and management to keep you informed of instances of fraud,
either actual, suspected or alleged?
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7. The Committee receives regular updates on anti-fraud and corruption initiatives, as
the Council continually assesses its counter fraud arrangements and performance
against professional guidance. A report on the revised whistle-blowing arrangements,
was brought to Committee on 23 September 2014 as part of a number of policies
which were being developed to contribute to achieving compliance with the principles
of the revised Employee’s Code of Conduct of selflessness, integrity, objectivity and
openness. Those policies are also intended to reduce the risk of bribery, corruption or
bias and a further report on today’s agenda introduces specific documents designed
to mitigate the risk of fraud and corruption.

8. The Committee is kept informed of instances of fraud through written reports from the
Head of Internal Audit Service (HolAS) at the conclusion of any investigations. There
is also scope for the HolAS to verbally brief the Chairman and Vice Chairman of the
Committee throughout an investigation when a matter was considered to be of
significant concern. The Committee has a new responsibility from 2015 to assess the
Authority’s level of conformance with the CIPFA Code of Practice on Managing the
Risk of Fraud and Corruption (2014), a statement of which will ultimately be contained
in the Council’'s Annual Governance Statement

9. In accordance with its terms of reference, the Committee monitors on an annual
basis the adequacy and effectiveness of the Internal Audit Service. On a quarterly
basis it considers any major Internal Audit Service findings and the responses to the
implementation of its recommendations, as well as arrangements for the
identification, monitoring and management of strategic and operational risk (including
fraud risk) within the Council.

Recommendation

10. The Committee is asked to note the update provided by PwC.

11. The Committee is recommended to retain a reporting limit for ‘trivial’ misstatements
of £100,000.

Equal Opportunities

12. None.

Circulation Under the Local Issues Alert Procedure

13. None.

Background Papers

Corporate Governance Committee 20 November 2014; External Audit Plan — Progress
Report 2014/15

Officers to Contact

Chris Tambini, Assistant Director, Strategic Finance and Property, Corporate Resources
Department

Tel: 0116 3056199 Email: Chris. Tambini@leics.gov.uk

Judith Spence, Head of Corporate Finance, Corporate Resources Department

Tel: 0116 305 5998 Email: Judith.Spence@leics.gov.uk




amd

S10g A1enuep

103098 d1[qng
PUE JUSWILISA0D)

S1/t10C UD]d NPNY [DULIIXF]

1oUNno)
A uUno)) 2.41YS.491S30]

&5.00.03&.2;?3



24

SJUBIUOY) DM

[louno) Auno) auysie)seia

o uoyvwaoful Juawabvbua 4aYy10 :q xpuadddy
6r fipyyonb npny :p xipuaddy
14 un)d suonvnunuo) :g xipudddy
91 spuapnbafs pup sppa.y] souspuaddapuy :y xipuaddy
vr saaf npno anox
Er WD) DMJ ANOL
I prvaffo ysuy
€ yovouddp npny
c fAapununs aayunoaxygy

SJUdU0))

‘Aund p.ayi Aup

03 40 fizopdpo [PNpLrAIPUL 418y UL
£201fJ0 10 dpqUIBPN fiup 0] S.LOJIPND
fiq uayps s1 inpiqisuodsa. ou pup
Aipoq panpnp ay3 Jo asn 2]0S Y] L0f
pauvdaud 2. $.201[J0 .10 SuaquIdW 0]
Passa.ppp pup s.oupnp pajuioddp
Aiq paupdaud s.2319] pup sp.Lodoy]
"Ju2Wa]DIS S1Yy] fO 1X2]U0D Y]

ul paunda.d a.D $.12119] JudU2 bDUDIL
pup s1.10da.L UT() *SDIUD UID].LII

u1 fipoq panpno a2y fo pa30adxa 2q 01
S1 Jpym pup pua pup u1baq s..0pno
J0 saupqisuodsa. Y3 a.oym
bunpjdxa fiq sa1poq panupno puo
S.071pND JSI1SSD 0] S1 JUdULID]S dYy] JO
asodund a2y, *Aipoq panpnp yopa fo
2a1NdAXH 1)) 2y Wo.lf 2]quIDAD
S11] *,Sa1p0q pa11pnD JO puD S.LOIPND
Jo sainnqisuodsa. fo juawa]vis,

aY1 Jo U01S.120 PasINa.L D Panssl
UOISSNULOY) 11PN dY] 010 JLLdy uf

sapogq

panpny Jo puv s.oppny fo
sanqisuodsay fo juawalvls
puw 20139D.1J PNy Jo apo)



25

< e DM

‘uossuo) npny ay3 fiq panssi 2013944 fo apoy) ay1 puv 661
10y uoisstunno) pny ay3 fo sjuawa.nnba. ay3 yjm adunp.LoddD
u ipnp Y3 pajajdulod 2avy am vy} 23011199 D ANSST

*JOY UOISSIUULO)) JIPTY aY] Lopun SauIqIsuodsa.L Lay10 no 0}
UOYD]a.L Ul UdYD] 9q PJNOYS UOUID 3Y10 fiuD U2Yy1oYym JUIULIDIIT

‘pnp
aYy} J0 25.n0d ay3 u1 20130U UNO 01 HuOD 213D AUD UO J.10dDd.L
D 2)DwW pJnoys am ‘sa.2jul 2yqnd ay3 ul ‘UdYy1aYym LapIsuo))

2ouppinb

AOVIOS / VAdID yiim sa1jdiiod 1 2y1aym 4ap1suod pun
YLOM.UNO WO.Lf 2IDMD 24D dIM YOIy M fO UODULIOSULL L9Y]0 Y]

Y71m S$a19Ud3S1SU0dUL fiup AfiJuapl ‘quawaInIs 29UDULA06 [DPNUUD
s, finoyIny ay3 ul SaUnsojIsp Jo ssauaza]dulod ayl Lopisuo)

'$20.1n0Sa.1 fO 2SN
S Ul ssoud392ffo pup fouadnffo ‘Autouods bulndas Lof apvuwl
spy fjnioyny ay1 SJUWaHUD.LID Y] UO UOISN]OUOD D ULLOY

*SJUNO20Y JUUIDA0E) JO d]0YM
oY1 10f aundaud 03 pa.inba. s1 fiioyny 2y ¥yopd UOYDPIOSUOD
ay1 f0 dp.ndoD ay] uo 22YJO 1PNy [PUOUDN Y] 0 1.L0day

"((1P$111) SVSI) buinpny uo spavpuig [puoyvuLaIuy
S,pUDOG 20110D.J Buanpny ay3 yum adunp.L020D Ul SJUSULDIDIS
burunodop punf uoisuad pup SJUNOIID Y] fO IPND UD ULLOfLd]

:SMO[[0] S® aIe san[iqisuodsal mQ
samnqisuodsay unQo

[1DUN0) AJUNOY) SITYSIDISAII]

“IOUWIH MAYIIRIA
9q [[M DMJ WOIJ SUNP9W 91} SUIPUSNY "ST0T ATRnIqo,]
0g U0 NOA [IIM 110da1 Ino SUISSNISIP 0} PIEMIOJ YOO M

‘yoeoidde Ino uo aArY AeW NOA 1By} SJUSTWIUIOD 10 YOr(PIS]
Aue 9uI0d[aM dM PUR SINIIqISU0dSal 9591} 93IRYDSIP
[[IM @M MO INO S19S JUSWNIOP SIY} JO JOPUTBUIA 3],

"(SVSL) (puepeIy

R )[(]) SunIpny uo spiepuel§ [BUOLBWLIAIU] JO SjuawaImbal
9} SE [[oM SB (,9p0) 1PNy, 9Y3}) SOTPO( JUSUWIUIIA0S [BI0] 10}
0T0¢T 90110RIJ }PNY JO 9PO) 93} pue §66T 10y UOISSIUO))
1pny 9y} Jo sjuswaambal oy} a1erodiodur 0] parnbal are om
A[luanbasuod pue 10BIIUO0D YIOMIWERIJ [BUOLIRU € JO LIed se
UOISSTWWIO)) 1PNy Y} £q s10)pne InoA se pajurodde a1e ap

7IPND UNO LOf YLOMAUWID L]

‘punj uoisuad 911 JO SOUBUISAOS

1M padreyd 9soy} 0} pajuasaid aq [[Im }Ipne punj

uorsuad 91} 01 Surje[dd SI9}1BW IS0 pue SIy [, ‘puny uotsuad
911 uo y1om 10§ uefd ypne o1eredss e axedaad [[m op

“UOISSTWWOY) 1IPNY 9y [IIM JORIIUOD INO I9PUn SI0JIpne
[BUI9IXD INOA 3 [[IM DM [OIYM 10 JedL [eIourUL) ISB[ 9}
SISIUJ, "STOZ YoIeJ\ TE SUIPUS IBaA [RIOURUL 1] JO JIpPNR 9}
J0J WA} 931ey0SsIp 01 Ue[d oM MOY pUE SI0}IPNE [BUIDIXS SB
sanIIqIsuodsal Ino JNoqe UOLBULIOJUL [IM (AILIOYINY, 93,)
[PUNo) AJUNOoY SIIYSISISIIT JO 9OPIUWIUO)) SOUBUIIA0L)
91erodio) oy} apraoad o3 ue[d yipne siy} paredard aaey 9\

puno.byong

Aapununs aaynoaxyy




26

€ e OMJ [PUNO) £IUNO)) SITYSINISIIT

9ARY 9\ "SIoNewW doueI[dUIOd 10J WLIL M) Y} Ul d[qIsuodsal 9SOy} Jo pue NoA 0} sav1AIes Surpraoad suresl Dmd [[e JO saLInbud
9PBUI 9ABY 9\ "IONPNE [BUIIXS INOA sk 0udpuadapul Ino ssasse 0} paambai os[e are am ssa001d Jpne ano jo Sutuuidaq oy Iy

)[SLI pauay31aY JO seate SIYSI[YSIY PUE 9100S YSLI JUIWIZBIUS [[BISAO UB
SIYSIYSIY [OIYM WAISAS 90UBNUNUOD 3 90UL}da00R, INO U0 AJLIOYINY 9Y] JO UOIBN[BAD U JIM SUI3aq Judwadesus Jipne InQ

aouapuadapul 29 20un1daddD JudY)

:MO[9( PAUI[INO Ik JIPNE INO JO SJUIUWIA[D 100 Y], "Mpne 1oL suidiepun
yoeoadde jyrews, InQ *£3o[ouroa jo asn 1no pue yoeoidde ypne paiofrel e ‘9rdoad 1no seajoaur A3o[oporiow anbrun InQ

ASojouyda], yoroaddy ardoag
npny oMd dYyL = lrewg + lrewg + jrewg

w-®

‘JuDAd)a. puD INfIybrsul

10+ 9

SU0ISN)OU0d INfBrauna

9snqou s1 1py3 bunsaj 1snqoy
71pnp uD Ul SyNsa.l
‘ssaoo.d 1ipnp dajs-x1s burdoas Juaby)aury
Ano ynm uayjabog
swy [ “fibojourpay SYSLL JUDAD)IY
J4DwWs pup yovo.ddp
Jupwis o ‘9)doad Jupwis buipunys.aapun ssauisnq doaq
Jo uoyvpunofv uo

nq st Ipno somd

npny omd ay|j,

yovouaddpo npny
|

YSLI pauay3oy

Jo seaae sy3IysSiy

PU® 91098 YSLI JuoudSe3ud
[[BI2A0 ue SIYSIYSIY Yo1ym
QSeqelep oULNUNUOd }
soueldadde, ano uo Auioyiny
971 JO UONIBN[BAD UR [}IM
suIga(q JuduaSesud Jpne anQ



27

v e DMJ [PUNO) AJUNOY) SIIYSISISIITT

*G10g IR 1€ Surpua
Jedk 9} 10J JIPNE INO 0] UOLB[AI Ul PIIRAS[S 10 JUBIYIUSIS IOYID 9 0} JOPISUOD dM [OTIYM SYSLI [[B SIYSIYSIY MO[oq 9[qel 9],

"UOTIRISPISUOD J1j10ads saarnbal eare/ooueeq a1 JO dINJRU Y} ‘JURIYIUSIS PIISPISUOD 10U YSNOYIY pa1eAd[d

‘UOTIBIDPISUOD JIpne dyads armbal Quowadpn( .Ino ur ‘yorym pue pooyIeyI
PpuR 2InjeU ‘9ZIS 1Y} JO UOTIRUIQUIOD B 0} NP JUSUIS]RISSIW [BLISJRW 10f [eniualod 1s9ySIY o) YIIMm SYSLI 9SOY], jueogrudis @

:saunpaooad 3ur}sa) Ino jo uisap a3 2ALIp 03 sday
SIY} S JuaWaSpN( 10 JOLIS ‘pPNeIj YHM PIUIIUOD ST 9M I9YI9YM PUE [BULIOU IO PIIBAI[D ‘JUBOYIUSIS 948 SYSLI JI SUIULIDIP I M

‘ssouIsnq
INOA jo Sulpue}sIopun Ino U0 SMEIP OS[e YoIym ‘spaepuels Sunipne Aq parmnbai se ‘sjo1iuoo jo joedwr ay3 Surapisuod o} Jord
S1/P10T 10J JUSWISSISSE YSLI B INO PILLIED 9ARY 9\ "I9}1BW JRY[} SBAIR 9]} UO SNO0J 9M Jel[} SUBSUWI [IIYM Paseq YSLI SI JIpne .1nQ

SYSLL JUDAD]IY
*JX91U0D A0 9]} UI PAISPISUOD U dARY ue[d SIY} UI J9)e[ POLIIUIPI SYSLI INQ

*91B) [BIO0S 0} UOLR[AI
ur Ie[norred Ul ‘S9OIAISS II9Y[} 10J PUBWOP SUISBAIOUI PUR JUSWILISAOS [BIIUSD WO SUIPUNJ UL UOLIONPAI PINUILIU0D B SUIde]
9B SUONBSIUBSIO JUSWIWLISAOL) [BOO] AUBW 9I9UM JUSWUOIIAUS SUISUI[[BYD A[SUISeaIoul Uk ul unerado S1 AJLIoyiny 9y,

Anuoyny ayj buipunisaapuy)

‘paaredur
10U ST wea) JIpne oy} Jo ANA10(qo a1} ey} pue spuswaImbal [euolssojold pue A101e[n3a1 M) JO SUTUBIU S} UIYIM ‘ALIOIny
911 03 10adsal Yum syueunodoe Juspuadapur are om ‘Juawddpnl [euorssajold Ino ur Jey} WLIFuod am ue[d sIy} Jo aiep 9yl 1y

‘SpIengajes paje[al 9] YIIM I9(}950) ‘WIed) JIpne Ino Jo ANA1oa(qo a3 pue souspuadoput
ano uodn 1oedwt 0} paaredtad aq Aewr ‘quawagpn( [euorssajord 1no ur ‘jeyy sdiysuonepa 9y} y xipuaddy ur 1no 19s



28

GeOMJ

[PUNO) AJUNOY) SIIYSISISIITT

"SI 15918213 JO 9q 03 JOPISUOD OM SBAIE JY} UO SUISSNIO] ‘SUOTIORSURI)
arnjipuadxe pue anuLAal Jo Sur}sa} poqreIdp wiogiad ose [[Im 9 M

*3UNUNO20Y AJLIOYINY [BI07] UO 90110RIJ JO PO 9} JO SjusuwaImbal
91 IIM JUD]SISUOD ST ST} 1B} 9INSUS 0] UONIUZ00dI 9IMIpuadxa
pue swodut 10} Ao1j0d SURUNOJOR 9 1S9) PUR JBN[RAD [[IM I\

*S[OIIU0D 2INIPUIdXe pUE SNUSASI JO SUIPULISIOPUN U UIRIO [[IM I

*JUSUIULISAO0S
[B20] ur 21mIpuadxs Jo uoNIU300.1
a3 01 uonduwnsad ST} pusIxa M

‘UONIUZ0091 SNUSASI UT PNeIf

JO SY[SLI a1k 2191} 16y} uonduwnsaxd
B ST 219} OFe (1)) VSI Iepun
uonIuS093J dampuadxa

PUR SNUIAJI UL PNRIJ JO ST

@ 1uBdYIugIg A

*A18SS909U JI s91npad01d Jpne o0 uLroyrad Aeur 9\

*SYSLI pnelj uo pajadie] saanpadoad sjqeidrpaidun uLIoye -

PUE {SSAUISN( JO 9SINOD [BULIOU 1]} IPISINO
suornoesueI} JUedyIusis SUIAI9pUN S[BUOTIRI SSAUISN] Y] d1en[ey -

{(suonduwmnsse juouriredwr pue uonenea ‘suonduwnsse

auwrayos uoisuad spdurexa 10J) S[qBUOSEI 918 PIsT S9ILUINSS pue
Juowdpn( I9Y1oyMm 91eN[eAd PUE SeI( J0J SOIBWISd SUIUNO0IIE MIIADY -
‘snjdans /yoep paitodal

QU] 109JJ® 1B} 9SO} Sk Yons swoll Ysi JoySiy Sunedrey ‘syustmisnipe
pue-1ea£ 1910 pue SALIIUL [ewInof Jo ssousjeridordde a3 1597, -
‘{sprepue)s gun.rodar

0] SJUSUWIPUSWIR A( USALIP 10U S9ZUBYD AU U0 SUISTIOO0] ‘Saseq
uonewnsd pue saiod Sununoooe Jo ssousreridordde oy marady -

:03 saanpaoo1d wiograd [[Im 9pA

*S]USWIS]L]S [RIOURULJ 9} 9}BISSIW 03 99€[d UI S[0I}UO0D [BIOUBUL 31} JO
9PISINO UONAIISIP SN P[NOD JUSWSFBUBUI 9I9YM SBITE SO} JOPISUO0D
[[IM 9M JUSWUOIIAUD [0IIUOD INOA JO JUSWSSISSE N0 Jo 11ed sy

*A[3urpaoooe saanpasord

Jpne 1no jdepe pue YSLI SIY} I9PISU0D
M ‘S]IpTE INO JO [[B I0] ‘A[SUIPI0ddYy
*S[0J]U0D [eIoURUL) AP 0}

A®ep aUNNOI 9] 9PLLISAO 03 uonsod e
Ul 9q AewI JUsWISBURW ‘UOHBSIUBSIO
AI0A9 U] “JIpNe Aue Ul YSLI JuedyIusIs
© 9q 0} pawnsald ST yorym ‘pnely

JO YSLI 9} I9PISUOD 0} YIOM }IPNE INO
ue[d om yey saxmbair ot (13MN0) VSI

S[011u0d
JO SPLLISAO JUdWRSRURIA[

@ 1ueoyIusig A

yoroadde yipny

uonesLiogae) STy

NPy [PUNo) urepy



29

9eDMd

[PUNO) AJUNOY) SIIYSISISIITT

pus-1ea£ 91} 1 SJUNoodk InoA ut anjea seridordde ue

1& P[oY] 1€ S]9SSE INOA I9IOUM JJBN[BAD PUB ‘JUIUISSISSE JuauLIredul
INOA MITARI [[IM 9M “TBIK UL PON[BA-91 JOU dIE S}ISSE dIYM

'sIseq

APwn e uo 3uisn aIe NOA 9[RUOLIRI 9} 9]BN[RAD PUR PUR]SIIPUN 0] NOA
IIM YI0M [[IM oM pasodoad aae saseq uonenyea 0} SoSueyo Aue dI9YM

*S]UNODOR PUR I91SISaY 19SSV pax1] 1nok 01 syndino oy} 9oIde e
pue {paambaa a1aym sisiferoads [euraiur
UMO INO JO 9ST YSNOIY] IoN[eA INOK JO YIOM Y]} SSISSE o

{SpI0dal
Sun.oddns 03 1on[eA INOK AQ pasn Blep 90IN0S 93} 93138 e

{[[IM 9M Te9£-UI USYELIOPUN STk SUOIIBI[BA JOSSE JIYM

*9S91[} 0] SSAVOR INO pUE
‘ejep Suldepun pue suondwnsse ‘A30[0pOYIW S ION[BA Y], e

-orerrdoadde axe senzadoxd
JO UOnBOYISSE[d Ay} SuIA[Iopun suondwnsse oy} I9YIOYA  ©

"sjasse
UO UOIJBULIOJUI PI[Ie1ap Jo ssoualo[durod pue £oeIndoe oYy, e

:9pn{oul YSLI JIpne Jo seate oyroadg

"S9]eWII]SS anfeaA Jrej Sulkjepun suondumsse pue
sassa001d pue s1en[ea paygienb A[jeuorssajord AJ[eUIslul JO dSN Y} UO
saanpadod urelao ayelIepun o} ‘A[panoadsal ‘sn axmbail ovS pue 009
(I2310) SVSI "osmuadxe uonen[eA [elIalxe Jo asn o} pue suondunsse

Jo a8uel e SurA[oAUl an[eA I1ef Je sanradoad s seanseau [ouno) sy,

“UOT}eN[eA [RULIOJ

1Se[ JI91[] 90UILS SNJeA Ul PISBAIOUL
A[[eLIS1RUI SARY] S}9SSE JOUIayM

I9A0D 0] SPOdU OS[e JUSUISSISSE

SIYJ, "Te9A A19Ad Jusuiredunr

JI0J S19SS® INO0A JO an[eA SUIALIRd 9}
SSOSSB 0] JUSWIRIIMNDAI B ST 9101} ‘STROA
G AI9A9 90UO 1SBI[ B S19SSE INO0A anfeA
-91 0} paamnbai A[uo a1e NoA IS[IYM
Juowdmbs pue juerd ‘Ayredoad

JINnoA jo uonjenyea oy} uodn Joedur
[enuajod e sey] YoIyMm ‘urelrsoun ag

0] 9NUNQUOI SUOTIPUOI ITWIOUOID Y],
*199YS 9ouR[R( INOA U0 2IN31 }s931e]
oy st Juswdinby pue jued ‘Alredoig

judwdimba
PpareAd[q A pue uepd ‘K11odoad jo uonenep

yoeoadde ypny

uonjesrroSae) STy



30

L eDM{

[PUNO) AJUNOY) SIIYSISISIITT

"SALIA 93 SULIOATI[P UI YSLI 2InInj
JO [9A9] 93 pue Ao1jod pajels InoA jsurede saUaZURIU0D
PUe SOAI9SAI JO [9A9] pauue[d anok jo Loenbape oyl e
pue ‘opraoad sao1al1as
INoK Yorym AoU0UI 10J dNJBA 9} MIIASI 0] SJUSWIDSUBLIE INOA

PUB {SALIN 943 Jo 1red se s90Inosal Jo uonesnuoud oy e
‘SALIN Y1 puIydq o3t
a3 pue suonduwnsse A9y 01 sogueyo [enuajod jo oedwroyy e
‘3ueyp 03 suonduwnsse Aoy Jo AJIAIISUSS O} o
*SOTILIONINY [B207] J9Y10 Aq pasn asoy} pue ad10eId 359q YIm
w3 Surredwod ‘SN 9y ul papnpul suonduwinsse Loy a1 e
‘owrurerdoad s3utaes S1/410T INOA poSeurw 9ARY NOA MO o
¢ sue[d INOA JOAT[RP 01 90r[d UI SINJONIIS SOUBUIDAOS 3} o

IMIIARI [[IM M ‘rernonred ug

-9on0ead

1S9( pue SYIewoua(q aAnrereduiod 0} pasn aaey no suonduwnsse
o1 axedwod [[m pue A391e11s 931 do[eAdp NOA MOY puelsIopun

(M oM\ *A301R1]G [RIDURUIL ULIST, WNIPSIA INOA MIIASI [[IM

M ‘SSOUAAIINIJS PUR AJUSIONJD ‘AWOUO0ID UOISN[OUOD INO SUTULIOJ UT

*9[qeIAUL ST UOTSTAOId 3D1ATISS PIONPAI SBAIR SWOS U] "PIISAISP

9 0} 91 SUOTONPAI D1AISS pue sSuraes pauue[d 1oL J1 paLyIsuajul
9( PUB SNUNUOD 0} PIIU [[IM PajeIISUOUdp 2aeY nok so10e1d poos
91[} JO YonuI pue JUeoYTUSIS ST STBAA M9J 1XU 91[} J9A0 9SUS[[BYD 3T}

JO 9[eOS U} ‘TOASMOH *SINOQUSIOU 1S9.1BaU INOA JSUTESe PayTeuIouaq
USYM SIDTAISS A9UOUI 10} anfeA pap1aoid A[[eoLI0ISI dARY NOX

“JueoyIusis Sureq SNUNU0d 0] A[SYI]
ST JuswaImbal sSurAes [8303 Y1 1B}

UBOW ULIO} WINIPIW U} JOAO SIIIAISS
o17qnd JI9Y30 JO SUONINPAI WO}
uornoaloxd a1} pue Surpuny aIniny
A[9Y[I UO SIUSWSIUNOUUE JUSIY

‘saanssaad

pUBWISP PUR 1509 ‘JuataAoIduwr
9OIAISS J0J POpN[OUl Usaq Sty WS geF
JO IMOI) "WOOTF I9A0 JO SSUIARS
sepnpurl] ‘8r/L10T 01 S1/¥10%
poriad 1ea£ Inoj oY A0 JueId
B[NULIOJ UI UOIIONPaI & uodn paseq Sl
SALIAL JUSLIND ], "SIIIAISS JUSIIID
9IOW JOAI[OP PUE SSUIARS AJIUSPI

0] SIB9A MdJ I1sed 91} JOAO SLIOHS
JUROYIUSIS 9pRW SBY AJLIOYINY 9y,

yoeoadde ypny

o ([I0M WIA) A33rens
Jueoyudis A [eoURUL] WLID ], WINIPIJA
uonesLiogae) Sy



31

8 eDMd

[[oUNo) AJUno)) dIIYSI9ISIV]

"GI-¥10g 10J P[OYSIY] 9]} UO SMIIA S 9913IWWO))
91 Y99S 01 3YI] P[NOM 3\ "000‘00TF JO [9A9] Surniodar e
po213e A[snoraaad sey 9913IWO)) DUBUIDA0L) 9)e10dI10)) Y],

*009‘T198F JO [949] Sunrodax

e ueaw pmom siyJ, -ajerrdordde aq pnom AieLeyewt
[[BI2A0 JO 9%S JO [9AJ] B Jey[} 91edIpUI SpIepue}s Sunipny
“PRIB[NWINOOR JI UDAD SJUSWIIR]S [BIOUBULY 9} UO J03)Jd
[BLISJBW B 9ABY 0] J0U 103dXd Op oM [OIYM 9SOY3 "'l  [BIALL}
A[T1e9]0,, I8 YOIyM 9S0Y} 1do0Xa pPalIIuapI SJUSWAIR]ISSTU
[[© p109a1 om Jey3 saambaa (pasiaar) oSt (18MN) VSI

‘s)[nsail [enjoe s ALoyiny

911 JO JYSI[ UI ATeSS909U SB JUSUISSISSE SIY} a3epdn

[[M 9 "SIUN0ddR +1-E102 9} 1od arnjrpuadxs ssois Jo

9%¢ 1e 19S U9a( Sey JIpne ST-#10g 911 10J AJI[RLI8]RW [[RISAQ

‘PajIIuSpL
sjuaunsn(pe Aue jo joedul 9y} ssasse 0} pue £3a1e1)s ypne
[[e1aa0 a1} Jo Suruue[d Ino 1SISSE 0] AJI[BLIS]BUW [[BISAO 19S I\

000°00T stutuiw 9p gurnrodai [BIALL ALIBI[D)

000GET LT A1[eLIe)eW [[RIDAQ
E

Anolia1ppy

buidoos juabijjojuy

000°‘001F
diporarg,

000°‘CETLIF
ANDLRIDIY
11D



32

6 e DMJ

*SI0)IpNE Sk 9[01 Ino [YnJ Alradoxd
01 S]URI[D INO 0] J[eNn[eA 3 0} pausIsap aq 0} Paau S}Ipne
1B} PUE JIPNE Y[} JO SN[BA 9] U A[[RIUSWEPUNJ dAJI[Oq dM

suo1snjouod nfburuvapy

"SJUNOJOY JO JUSWRILIS 9}

UM JUQ)SISUOIUT IO JUSISISUOD I8 A3} JI MIIA INO UI SUe)s
uorurdo ue anssI pue JUSWILIIAOL) [BI0T PUR SILIUNWIO)
10y Juauriredo( oY} 01 POPIWUQNS SI[NPIYDS SIUNOIIY
JUSUIUISAOL) JO S[OYAA O} SUIWEXD 0} paImbal a1e 9p

SJUNO0JIY JUWU.L2105) Jo 3]0y M

“YI0Mm JIpne
INO WOJJ SN 0} UMOWY UOTIBULIOJUL JOYIO0 [}IM JUSISISUOIUL
10 SUTPEBI[SIW SI }I JOYIOYM PUB YIOMIUIRTJ  JUSUIUIIAOL)

[00] UI DUBUINA0D POOH FULILAIP(,, AOVIOS / VAID 91
UM so1[dUIOD I I9YI9YM IOPISUOD 0} SHV Y1 MIIAI [[IM M

*SJUNO0JJY JO JUSWIAIe]S 93 YIM ALIOYINY 93 Aq pajuasaid
9q 01 paambail st SHV 9Y [, * JUSWUIIAOL) [BI0] UI 9OURIUISAOL)
Po09 SULILAIPRQ,, *HIVTOS / VAdID Aq pansst sduepms

1M JUS]SISUOD ST IPIYM ‘(SHVY) 1UDUIDIRIS 90URBUIDAOL)
[enuuy ue sonpoid 03 paambail a1e senLIoYINyY [BO0]

JUAWIAID]S 2IUDULIA0L) [DNUUY

‘sanIqIsuodsal A101nje1s
INO PUE BLISILID 3S9Y[] A] POULIOJUI ‘JUSUISSISSE NSLI JIpNe
INO UO Paseq YIom Jpne Jo surwerdold [€d0] B SUIULISIOP M

*SSOUQAIIIRJJO
pue AQuaIdyJo ‘AWOU0ID SAINIAS I MOY SUISUS[[RYD
10} sjuowdgueLIe 1odold sey uonesiuedio ayJ, o
pue {90USI[ISal [RIOURUL] SULINISS
J0j 9oe[d ur syusweguere 1odoad sey uorjesiuesio ayy, o

TBLI9JLID OM] SOPN[OUI 30UBPING UOISSIWWIO)) PNV Y],

[PUNO) AJUNOY) SIIYSISISIITT

*S92IN0SAI
JO 9Sn 9} UL SSOUAI}IRJJS PUE AQUSIOYJS ‘AUIOU0IS SINIS 0}
sjuowaguelre rodoad soe[d ur ind sey AjL10yIny oy} IoIRYM

U0 9PN[OU0D 0} I9PIO UI Y.IOM JUBAS[DI PUE JUSIOLINS INO
A11ed 01 sn saxmbaix Aiqisuodsal 9pod Louou J0§ anfea InQ

Ydopq iduop £of anjpA

g xipuaddy ut

ue[d SUOTIBOIUNWIUIO) [BULIO) INO PISLIBUWIWINS dABY A "NOA
[1IM S9NSSI 91egap 0} SN SUI[(RUS ‘ALIBd 93e3UD 9\ ‘SOUI[peIp
Sunodar A101n1e)S [[€ 199W 9M ]e([} 2INSUD 0} Judwageue
1M UOTIRDIUNW WO AJowWr) pue uado pue 93e)S WLISUL

ue Je 3UI}S9] A[1ed SOAJOAUL SIY ], ‘pPua-IeaA Je Jjipne sosudins
OU B IDAI[OP 9M Je(} 2INSUd 0} SUISLIE sanssI Jo joedur

9([] 91BN[BAS pUR JSPISU0D APOIND 03 paugIsap sI jpne anQ

¥.L0M ANO Op 2M UYAM

‘paanbau se seoueeq
pue suonoesURI) U0 SUI)SI] SAIIURISONS ULIOLID o
pue ‘yoeoxdde jipne oy} 0] JUBAS[AI S[OIJUOD A3Y dJepI[BA  °
{Sjuoura)e]s [RIOURUL) PUD
-1ea£ 93 Jo uononpoid 93 109JJe IIYM SI[0AD [erourUL
A9y 1oA0 Funerado SOIIAIIOR [0IJUO0D dU) pUB)SIopU) o
‘uorerado ut seanpadoad 3uniodal [eOUBUL S} pPUB
$9s59001d pUe SWIISAS UOIJRULIOJUI Y} ‘JUSWUOIIAUD
unerado oY) ‘9INJONI)S UBRWISA0S 9} Sulpnout
JUOWIUOIIAUD [0IIUO0D T[] JO SSOUISNCOI ] JIOPISUO) o
‘{segueyo unuNodde 10 A103e[N3al
‘Aorjod se yons $10108] [BUID]XD pUe syuawdo@Adp
[BUISIUL WOIJ SUISLIE SYSLI A9Y 9]} JOPISUO) o

M oM ‘Arewruns

U] "JUSWISIE]SSIW [BLISJRW B 0} PBI 0} A[oYI] ISOW dIB
Quowadpn( Ino ul ‘Yorym Sseae 9SO} UO YIOM INO SNI0J oM
SUBIWI [OIYM Paseq YSLI ST JPNe INO PAUONUaW A[snoraaid sy

Y.LOM ANO OP aM dUIYAN
busaJ 1snqoy



33

OT e DM

"AI]UN00 91} SSOIOE SUIEd] JIPNE WOIJ

poures suoneAIasqo pue Jy3Isut uLieys Surpnoul ‘Jpmne ay}
Jo syoadse (e ur wea) yipne InoA syroddns yorym s0ud[[oXH
JO AIIUR)) JUSWIWISAOL) [B0] B PAdO[RASP OSTR AR M

*1e94 9} INoysnoay}
s110dal JIpne Ino Ul NOA YIM SUOIIBAISSO pue SIySIsul

[PUNO) AJUNOY) SIIYSISISIITT

AIBYS [[IM 9 "SIYSISUI PUB SUOIIBEPUSUIUIOIAT ‘SUOIIBAIISCO
INo Y3noay) anjea nok 3ulAld aq p[noys am Jey} sueaw

os[e uorurdo jrpne ano jo 1roddns ur op am jey) y.Iom 9y}

0s Aj1enb JIpne Sk 90IN0S SUIes 9} WO} SOUI0D JN[RA JIPNY

1y S1sur op1aoad 0] WIk OSTe dM ‘I9AIMOY {SIUDWIDILIS
[eoueuly 9y} uo uorurdo jrpne juspuadapul UL ULIO
01 SI 9A1199[qo Arewirid ano ‘qrpne AjLioyiny 9y SUTU3Isap uj



IT e OMJ [PUNO) AJUNOY) SIIYSISISIITT

"UOTJBSI[RUOI]RI pUR ‘Jpne 9y}
sopniie pue ‘sanruniroddo SuLmp paynuapl pnedj pajoadsns 1o

‘Aererrdoadde ‘saanssard pue seAruOUL SUISSAIPPER pneij o1 Adreridoadde puodsar o],
<t Ppo1eSnIsoAUl a1e UOUIE pnetj Jo YSLI 91} sepnjout A[eoyroads pue ‘sosuodsax ajeridordde
™ 1mo£ 011y3noiq pneyy Jo seourysur 1e(] JUOWISSIsSe YSLI & uLiofad 0, Sunuowe[dwr pue Surugisop
po1oadsns 10 pagda[[e Aue 2INSUd O], o pue ‘{Inoraeyaq U3NOI1} ‘pnely 03 9Np JUSUISIRISSIUL
pue ¢ doj a3 je du0), 9jerrdoidde [eo1y19 910w01d JUSWUOIIAUD [BLIS1RUI JO SYSLI pIsSsasse
JO UOTIBAID PUR SQINSBIUL pue 2Inino s A1uos 9y] JeY} SINSUD O], o 9} SUIpIeSa1 90UIPIAS JIpNE

pnelj-njue jo uorrejuswa[dur ‘{pnely 10939p orerrdordde jusroyyns urelqo o, ¢
“[SLI pne.Jj JO UoedyIuapl pue 1939p ‘quasaid 0} S[OIJUOD pue {pnej 01 onp SjUSWIE]S [BIOURUL
SjuowageuewW ajenead 0], e  sowwerdoid juowa(dwi pue usisop o], e 91} JO JUSWID)L]SSIW [RLI}RWI

ST 9]0 90URBUISA0S :ore pneyy 30 SYSLIOU SSOSSE pUE rueplor, e

InoA jo red se Aiqisuodsal anox 0] UOLIR[RI UI SONH[IqISUOdSal s JuswoSeuR 1918 S9A109[qo InQ

IdNIUWUIO)
JIUBWIBA0Y) de10dao) 3y} Jo Aufiqisuodsay Anqqisuodsaa s JuaurdSeury Anqisuodsaa sioupny

:MO[9( PISLIBWIUINS dIB JOUBUIIA0S YHM PaSIeyd 9soy} pue JuawaSeur ‘s1o}pne Jo saniqisuodsal aanoadsal
9, "I0.1I3 10 pnelj £q pasned J9YIaym ‘JUSTSIRISSIW [BLI9JBUI UIOI] 991] 916 S[OYM B SB U e} SJUSUISIR]S [eI0URUL) 9}
JB([} 90URINSSE [(BUOSEI SUIUTR]}qO 10} d[qISU0dsal aIe ‘SIONPNE Sk ‘Om ey} 91e1s ([3)]) Sunipny uo spIepuels [eUONRUISIU]

no.f fo yst

p 24 _—

| JO s1u 2y) uo smara 41313

{104 29171UULO)) IIUDULIA0Y)
ap.1od.L.o) ay3 )Sv IpM




35

cl e M

[[oUNo) AJUNo) dIIYSI9IS]

¢PpaSa[Te 10 pajdadsns ‘[enjoe I9YIS ‘PNRIJ JO SIIUBISUI JO POULIOJUT

NoA dody 0} JusWRZeURW PUB 9OURWISAOS YHM PISIRYD 9SO UM PAYSI[(RISS Uda( dAeY sainpadold / sjooojoid jeypy e

{PNEIJ 0] UOIIB[SI UL 9ARY NOK 901 JRYM,  *

¢Lnus 1)) ut 9oe[d UI 918 (SUI] JOMO[(I[ISIYM “S'9) SOINSBIW UOTIUIARIA IO UOID9]19P PNelj e\ o
JIudwReURW SUIA[OAUL dSOY] SUIpnoul ‘pagaf[e 10 paroadsns ‘enjoe JOYIIS ‘PRl JO 93PI[MOWy 9ARY NOA IOYIPYM o

10® 1S9UOYSIp & SUIIIuurod
9SI[RUOIIRI WY} SI[(RUD
1e1]} aanssa1d 10 ‘paAjoAUl
9S01[] JO SAN[BA 10 NqLINIE —
Ppney SUrnIuuIod SSIeuoIiel
0] JUSWIOSRURW SI[RUD
JUSWIUOIIAUR 10 2INI[ND

apnup
/ UouDSDUOYDY

$99PIUWIUWIO)) 9IUBUIDAOL) QH.N.HOQ.HOU 9yl jo whmﬂvﬁo 9M
pno.Lf U0 Smain Anog

S[OI}UO0D SPLLIGAO

01 A1[Iqe JuswadeurU 10
‘013100 JUISR. 10 JAI}IIFUL
— Amunyzoddo apraoad jeyy
1SIXd SOJURISWNIIL)

Anunguoddp

A
A

aunssa.d aayuaouy

aInssald Jopun a1e 10 dATIUDUL UR
aARY seaA0[duId 1930 10 JUSWOSRURIA

AN200 fiDW pnp.Lf Yd1ym Lopun suoIpuo)



36

€1 e DMJ

‘s1eaA 0T 01 dn 10} 1IpNe UB Ul PIA[OAUL
9q 0] J9SeUBW JIPNE J} 0] SMO[[B UOISSTWUIOD) HPNY Y Ly

‘paaroadde usaq sey ypne St/v10g 9y}

J9A00 0] UOISUIXd S,pIeyory ‘1senbal uo siea 1oy1ng g 03 dn
J0J POPULIXd 9 UBD SIYJ, "SIBIA 9AIINOISUO0D § 10J pajurodde
9( 01 JopeoT JUSWASLSUY U SMO[[B UOISSTUWO)) JIPNY Y,

I0M UOISN[DUOD ALTA 93}
Jo s10adse soueuIaA0S pue
‘SJUN0OJ0E JO JUSUISIL]S 9}

JO JIpne 91} SUIpnour YIom

SJUNOYYe INo Juideuew
103 oqIsuodsal JogeurI

[PUNO) AJUNOY) SIIYSISISIITT

w02 doMAN@I{00d pIEMP
2815 S9g 1210
1IpNe 9y} UO IBdA p:€

300D prempy
JaSeue ) JududSesuy

‘sindino jpne Jo maraal
[[eISA0 pUEB Y.IoM pa3adie] Jo
JuswRSeURW PUB AIDAIPP
‘9[qe1ouWI} 01 AISAI[OP
Surnsus ‘quowagedua
1Ipne 913 JO [0J11U0D [[BISAO
10§ 9[qIsuodsal JuowugIsse
9} UO J9GRUR]A I0IUSS

w0 oMd N@) IDWR I May}ewl
L1596 Sog 1210

»+ [P 9] UO IBIA 38

JIou[q MIYNBA

JoSeurR

JOIURS JududsSesuy

"SI9qUIDIA[

PpUE 9ANNIAXY JOIYD Y3
[3M uosTer] 10} d[qisuodsal
OS[V "9JIAIdS JIpne

wodomd Y Nn@uooeqJ pIeyoLl
865Gz €T 1210
<}pNE [} U0 I8k 1,9

Ino jo Ayrenb [[e19A0 a1} 10 uodeq pIeyory
a[qisuodsai IoulIed pes] JoulIed ped]
senqisuodsoy wes |, upny

:9Ie wea) Jipne Inok

JO SIoquUIOWL 9100 9Y ], MOA Yim sAIysuorje[ol ULIa) Jo3uo|
Surdo[eAsp 01 PANIWUIO) I WEd] INO JO SI9UIdW JOTUSS

911 pue noA 03 juelrodull ST wrea} JIPne Y} Ul AJINUUod

Je1[} 9STUS0091 OS[B 9\ "10399s J1[qnd JopIm dY[] ‘SAILIOTINY
[B00T MM SUD{IOM WIOJJ OUSLIOdXd JIPNE AISUIIXS NOA
SULI( 0] P91O9[ds U9( SARY WD) DM INOA UL S[ENPIAIPUL O[],

wna] ppny

DA
snotaaud ay1 ynm jualsisuod
SUIDWID.L WD) NPND Y ],



37

Y1 e DM

*Apoq 10$$990NS ST PUE UOISSIUIWOY) PNV Y} ‘NoL
LM 9OUBADE UI PIAISe PUB PassnIsIp 9 0} ‘99) paaide oy} 0}
I9PIO UOTIBLIBA B YIS [[IM M ‘papunojun dq 03 da01d 9soY3 I

‘payienbun guraq uorurdo
S]UNO0JJE PUB UOISN[OUO0I AQUOWL I0J oN[BA INQ e
pue {sjuswaambal

[PUNO) AJUNOY) SIIYSISISIITT

YI0M £3UOW I0J dNJBA [BIO] 3} O} UOISSTUITO))

1pny 9y} Aq opewt U S9SUeYD JUBIJIUSIS ON e oog9'zor  6gEtor

(O[I0M JIpNE-uoU pue JIpne) S93J [B10],

{S[011U00 JUL WS eURW

3I0M JIpne-uou pauue[d

I0M 9PO) UPNY [BI0],

SWINaY pue sWre) Jo UOHIBIYNId)

SJUN0JJY JUSUIUIDAOL) JO S[OYM -

$90IN0SAI
JO 9SN S} Ul SSOUIAIIRJJO PUB AOUSIOLJO
‘Awrou099 9t} 10} syuswdgueLre 1odoid a1ndas 0}
uoryestuesIo 9y} Jo AI[Iqe 9} U0 UOISN[OU0)) -

SJUNOJIY JO JudWIalels -

2onPRIJ NPV
JO 9po) 9y} Jopun pauLIoyradd yrom ypny

0 0
INOA WOJJ 9OURINSSE UIR}(O 0} ][R IR IA\ @
{SJUNOYIE JO JUdWId) RS 009‘z0T  68E‘SoT
9(] JO SUOIRIAI & URY) QIOUW MIIADI JOU OPIA, @
MHM@S.N 0o 68LC
[BUISIUT JO YIoM J1[} ‘pauue]d Se ‘9Sn 0] 9[qB IB 9N\
‘3unum ur aaIse [[IM am
[OIYM ‘SO[(RIDAI[SP JO d[qeloWI]} 9] SUIOAW SINDYJO) e
:suondwnsse
SUIMO[[0] 9} UO [9AJ] 99 JIPNE Y] PIse( dARY I M
‘Burssa1goad 009'z0T 009'z01
9IB NOA WIED VA € JIM 90UR]SISSE dAIJRIISTUTUWDE - -

poiseonbal oAy NOA — (000‘PTF Polew}sd) WIRD [VA o c1/broz b1 /€102
‘sat1anb [V A aunmnol 10y aurd{oy 29y 20y
auoydaa) B 01 SS900€ pajrwaIun SuIAIS [[oUNO) 9y} 0} sAnEdIpUl  [ENV
90IAISS LVA Bopraold om — (000°€7) our[d[oH LVA

993 yipny

‘ouno) A1) weysurioN Aq paisoy mou

aIe DINY @snedaq S1/¥10g Ul JIpne ue unfelepun
9( 10U [[IM 9\ "SIUNOJOR JINH Y1 JO Upne

ue opraoad Apjeredss om — (00S5°QF JO 99] pPalRUIIISI)

1SMOT[0] Se ST ¥1/€10T

10J 99} [en3o® 9y} 0] paredurod 93] JIPNe SANEIIPUI INQ

‘b1/€107% 103 9[qeordde s9a) oy}

b1/€103T N1pne (QINH) S[PUN0D SPUBPI IS8 o SE [9AS] SUIES Y} J¥ 19S U99( dABY S99 JIPNE J[BIS 2101}
pasodouad usaq aaey swwre130.1d YI10Mm 31} 0} SOSUBYD
¥1/€10g SULIND YIOM HPNE-UOU SUIOS YOOLpUN ON "ST0T YoIe[\ IS pPopus Jeak 9y} 10} SSILIOYINY [BOO0]

omd nwwﬁﬂoonva% JO JuatualelS 2yl JO jipne oy} 0} uonippe uf, I0J S99] 91eIS aAIjedIpUL @w,—ugOhQ Sty uoIsstawioy) 1pny ayJ,

saaf npny

DA
snotaaud ay3 Ul Sv 122) 2wWDS
Y} 1D WIDWIA.L S PND Y ],



sadpuaddy




39

91 e DMd

"1Baa1} £oBJ0ApER UR 9s0d 10U SA0P YI0M

ST} 1B} POPN[OUO0D SI0JOIST[] SARY M PUR JUSWOSBURW 10J SULOR 9 J0U [[IM S\ :1RIIY L, AORIOAPY
“I0M ST}

Jo 11ed se JusweSeURW JO JRYA( UO SUOISIAP AUR aYe] 0] PaIInbal 10U STOMJ 1B, JUSUdSeURA[
*JBAIT[} 1SQI91UI J[3S B 950d 10U SIOP YIOM STI[} JBT[} PIPN[OUOD dABY

9M TIOUNOD AT} JO SINSAI Y] UT 1SAISIUL IS0 1O [RIDURUL] OU JABRY OM ‘ULIT B SY :JRIIY], 1S9IU] J[9S
*JEIT[} MIIADI J[9S OU ST

QI ], "Wed) LY A INOoA YIm udyeropun Suroq YI0m 3} U0 SUIA[DI 9q 10U [[IM I\ 1BIIY], MIIAIY J[OS

[PUNO) AJUNOY) SIIYSISISIITT

wiep LVA

wirep pue duldpy LVA

“[UNOY 91 YHM YI0oM Sno1adid Ino Ul paynuapl uaaq Set| 1eaIy}

[ons ON 1891} UOLBPIWUI Uk 950d 10U SS0P YIOM S} 1B} PAPN[OUO0D dARY 9\ :FRIIY ], UONePTWIu]
“Yea1y) AyLreryrurey

© juesaid 10U s90p pue Jusunuiodde JIpne [BUIIX0 INO SJUSWA[AWO0D YIOM 1RIIY], AJLIRI[TUIe,]
"JeaT]} £oB20APE UR 950d 10U SIOP YIOM ST} JBT[} PAPN[OU0D

910J2I91[] 9ARY M PUE JudwSeURW ‘OPISSUO[R 10 “10J SUTIOR 9 JOU [[IM I\ 1BIIY ], AOBIOAPY

“SI0M ST}

Jo 11ed se juoweSeuRW JO J[BY9( UO SUOISIIOP AUB 9¥e] 0] Pa1nbal jou ST DM :1eddY L, JUSWISeURIAl
*1BAIY[} 1S0I91UI J[0S B 950d 10U SOOP YI0M ST} 18] POPN[OUOD dARY

9M TIOUNOD 9 JO SIMNSAI B[} UI 1SAISIUIL JOY10 IO [RIOURULJ OU JARY oM ‘UWLIY B SY :1RIIY], 1SIIU] J[9S
*SI0}IPNE [BUISIXO Sk Ajloeded 1o

UT YIOM ST} UO SUIA[DI 9 10U [IM 9M SB JBIIY} MIIAI J[9S OU SI 9I9T[], "SIONPNE [RWISIXD Sk Juounuiodde
INO 0] 9NP USSLIE SBY ST} PUR YIOM JIPNE 9] 1ONPUOD [[IM UIRd] JIPNE Y], :1RIIY ], MIIAY J[OS

JIpNe S[UNO)) SPUBIPIA 1S

doe[d ur spaensSajes pue dduapuadapur 0] S1eIIY ],

omd £q papraoad yroddng

owos 9p1a0Id oM ‘9A0(E UOIIIS SIJJ PNE Y} Ul PAIOU SY

$9011U39S LY

‘spIengajes pale[al 9} YIm Iay1950] ‘ureal JIpne Ino Jo AJA102[qo oy}

pue souspuadapur ano uodn Joedur 03 paaredIad 9q Aewr ‘Quowadpn( [euorssajord Ino ur ey sdiysuorie[ad 9yl Mo[aq Ino 19s
9ARY QA SI9)ewW 2ouRI[dWO0d 10J ULIL] M) 9Y} Ul S[qIsuodsal 3s0y3 JO pue NoA 0} sa01AIdS Surpraold sureal Dm{ [[e JO saLmbua
9peW 2ARY 9 "IO}NPNE [BILIDIXD INOA SB 90uapuadopul Ino Ssasse 0] paambail a1e am ssad0.1d 1ipne Ino jo Suruuisaq oyl 1y

spavnbafps

puv s1pa.4Yy31 2dudpuadapuy :y xipuaddy




40

LT e DM

[PUNO) AJUNOY) SIIYSISISIITT

‘paareduwr jou

ST Wea) Jpne ay} Jo ANAN(qo 9y} Jey) pue syudwaambal [euolssajoid pue A101e[n3al () JO SuruBaw 9y} UIYHM ‘AJLIOYINY o}
01 109dsaI Y3m s103Ipne Juapuadapur a1e om ‘quatreSpn( [euorssajoid Ino ur 3y} WIGuoo am ueld STy} JO 91ep 9} 1€ 2I0JoI ],

-o0e[d ur sjuswedueLIe Juswadeuew J1Fuod dieridordde Ind ued om Jey} 0s ‘Sn AJ1I0U P[NOYS WLIL S} JO JUSI[O AIOSIAPE
JO JIpNE ISJOUE 10J JI0JOAIIP SB 1O’ OS[e OYM IO (ULIL 91} JO JUSI[O & AQ juswAojdws yim uorosuuod ut sdeyrad) sn wody
9OIAPE OIS DAISIAI OYM SIATINOIXI-UON DM WOIJ SIIAPE XB] 10 [BIDURULJ [BUOSId 9AISI9I JO Y99S 10U P[NOYS SISVIJO JOTUOS

sjuawisaau] pub sdiysuoyvjoy

"[PUNOD S} UM YIOM SNOIASId INO UT PAYTIUSPT U3 S| 1edIy}
oNS ON "}eaIy} UonepIunul ue 3sod J0u S0P YI0M SIU} JBY} PIPN[OU0D SABY IA :FEIIYL, UOIBPIUITIU]

*JeaI} AJLIe[Tuney
e Juasaxd Jou seop pue jusunuiodde JIpne [BUI9)XS N0 SJUSWL[AWO0D IO 1y ], AJLIRTIUIe,|

“Jeal) £or00ApPE UE 950d 10U SA0P YIOM ST} JeT[} POPN[OU0D
9I0JOI9T[] 9ARY OM PUR 1USWSRURW ‘OPISSUO[R 10 “10J SULOR 9( JOU [[IM I\ 1R, AORIOAPY

“I0M ST}
Jo 1red se JuowSeURU JO J[RYA( UO SUOISIAP AUR Y] 0] palinbal jou ST OMJ 1eday ], JuduwdSeur A

"JEDI1[] 1SI0IUI J[9S & 950d 10U SI0P YIOM ST} e[} PAPN[OUOD JABY I
*[IOUNOD) 93 JO SINSAI Y} UI ISAISIUI ISY3O IO [BIOUBUL} OU JABY dM ‘LI B SY :}RIIY], }SINU] J[OS
‘SuIre[o pue SwInjal Juers pajedwos JusweSeuer SUIJTLIO0 918 oM S 11T} MIIAJI J[9S OU ST I,

"SIO}IpNE [BUISXS sk Jusunuiodde
1IN0 0} NP USSLIE SBY[ ST} PUL UOIILIYILIS0 JULIS 91} JONPUOD [[IM UIES) JIPNE Y[, :1BIIY], MIIAIY J[OS

SUIN}al pue SWIed JO UoNesyIIa)

*[OUNOD Y} YIM YIOM SNOIASId INO UT PIYTIUSPI U3 Sy JedIy}
oNS ON "}eaIy} Uoneprunul ue 3sod Jou S0P YIOM SIU} JEY} PIPN[OU0D dABY IA :FEIIY, UOIBPIUITIU]

"JeaT} AJLTRI[TUIE] B JU9saId 10U SO0P MIOM ST, :FedIY L, A}LIRI[TUIe,]



8T e DMJ [ouUNo) AJUN0Y SIIYSI9ISAI]
9onoead 159 pue 10199s JO doudLIddxe noA Suidurlg .
JIpne 91 JO JuawoA0IdWI PUR UOIJBN[BAD SNONULIUOD)
Sostidans ou, (9SLIB A31[] U9UM PUER S SINSSI JO UOISSNISIP 9A1}0R0Id SnoNuUniuo)  »
uoneIIUNWUWO) SNONUIIU0)

41

JuouwegeurwW 191319 Upny [enuuy
IIM SSUI}99W 9oURIRI]) "19P9] uonejuasardoy
SJueWeIR]S ‘suorurdo 11pne A101niels
" Q9PIWWO)

BIOUBULJ JO MIIAD :
et :ammqsmm.y 4 oﬁ@ _ 90UBUIA0L) d1e10dI0)
JpNE PareIa & _ G 91 01 110dd1 09T VST
G.msws< / \.ﬁs 0 ~ (roquandag/ um%msﬁ
1pne pud avax uonoduro)

y1om Suruuerd =)

Ino a1epdn 2 QOURUISAOS
Sunsay < & M padreyd
aAnyuelsqns Aprey 0~ < QO@ 9soy} 03 A89je1)S JIpne
POAJOSaI pue passnNosIp AN 91[1 JO UONBIUASAI]

‘paynuapI [011U0D
[BUISIUL UL SSIOULILJAP
JuedoyIusIs/ssurpury
1Ipne pue SunuNodoe Ao
S[011U0D pue sassavoId
Aoy Jo Surpuelsiopun ayepdn
(qoIe]N) wirIuy

JuowaSeuRW 1M PIaide
9[qeIawn pue A391e1)S PNy

"1I pue JH ‘eoururq

Im sguneaw Sutuue[d pafrelnq
yoeoadde jipne

po[reiop ue[d pue juswaSeurRU A3
UM SYSLI SSQUIST( JO UOISSNISI
(yoxey - Arenuep) Suruue]d

uvnj]d suouvdiunuiuo)) :g xipuaddy




6T e DMJ [ouUNo) AJUN0Y SIIYSI9ISAI]

‘dnoip si03pny UoISSTWIWIO)) IPNY 93 UO IS JeY} s}Iodxa [eoruyda)

3UnUNOYoE. INO PUB SDUI[[PIXY JO IIU)) JUSWUIIAOL) [BIOT Y} UI S)sI[eroads A13snpul Ino yim 3nsuod

A[re[nga1 om ‘uonIppe uj ‘sanssi Ayfenb [eOIUI[D puE UI90U0D SUIOS SB ONS SI9}BW SUIPN[OUl SI9} el
Sumnodal 10 SUrUNOdoe ‘SUrypne SUIA[OAUL S9OURISWNIIID Je[nonted ur paimnbal are ‘quawegesus Uoe)nsuod
1Ipne 9y} YHUM pajel[yjeun sioulred [eoruyod) I01uas YIm AJ[eordA) ‘sures) Juswodedus AQ SUOIIR}NSU0)) [eotuya],

-90110e1d 91} JO SUISOUO0D PUER SPAdU ‘sanssI SulIowo pue syuawdoPadp [euoIssajold mau 10j pajepdn
A[IUBISUOD 1€ — SANSST uoljeIUdWS[dWI Se [[om Sk SpIepue]s A10je[ngal puk [euolssajold SULIDA0D
— 9onoeld Sunipne pue SUNUNOIIE INO SUIUISA0S SaInpadold pue saIjod sAIsuaypIduwo)) "pajenyeas

42

pue pama1aal A[re[ns3aa st Ao[opoyiawt siy} yim souerduwo) ‘yoeordde ur AOUs3SISUOD pue AJTULIOJIUN A3ojopoyzowt
SULINSUd AQaIaY[} ‘SudWaSe3ua JIpne AJLIoYINY [Bd0] [[€ 10] pPasn ST AZ0[0pOYIawl JIpNe Suwes Y], upny
‘9[qeoSeurW dJ€ SYSLI 9} JOYIOUYM SUIULISIOP 03 JUSI 9A10adsoxd UOJUd3dI pue

10 JUSI[O B JO SYSLI AJIUapI 0} pouSIsap a1 saInpadold pue spIepuels UoNUalal pue 2ouededoe JUalP InQ  2ouedadoe JULI[D)

“upne Auoyiny oy} 1oddns 01 sousriadxe Ansnpul pue asnIadxe [BOIUYDS) JO PUS[q WYSLI 91}

QAR A9([] SINSUD 0} PAIIJ[AS AJ[1JO.18D ST IOQUISW W} MU AISAY ‘S[euoIssajoxd jrpne ano jo juswdo[osap

pue Sururer) 9y} J0j ASUOW PUR WL} JO SJUNOWER JUBIYIUSIS 1SOAUL 9\ “9[d0ad INo JO YI0M d1[} SUISISIIAO

pue Surdeuew pue Ariqisuodsas Surugisse ‘unjowoad ‘Gururer) ‘unIMIddL 10j s[0003101d paugisop
A[[nyoaed asn am ‘Afenb sopraoad wres) JuowaSe3us £1949 1Ry} 2ansus o], “o[doad 1no ym surdaq Aend) ordoag

uondridsaq 2INpadoag

‘Jipne A)1penb Y31y B IOAI[Op 9M 2INSUS oM YITYM UT sSAem A3 31} JO SWOS INO S19S MO[aq e} Y],

‘3uruIRI} JUBAS[I PUB 90ULLIDAXD SAISUSIXS SeY Jey} wed} ano £q palroddns st gorym — juowedpn(

JO SeaIe PUR SI[(RISAI[DP ‘S9[qeIW] ‘9IIN0SsAI ‘9d0ds ‘SYSLI IpNe U0 AJLIB[o — JYSLI SOIseq 9} Sun3198 sajelIssavau winy

ul SIY ], ‘Teyuawepuny st jipne snoloSLl pue juapuadapul ‘Apwn y sapraoid uorurdo JIpne 91} Je1[} 9OURINSSE JO 9N[BA Y} Ul
pue s1oypne JnoA Sureq ur apLid 1ea1s aye1 9 “IIPNe ALIOYINY 93 ISAI[OP am Je[} Aem a1} Jo 10adse A1oas ojul }[Ing st Ayend)

Aponb npny :H xipuaddy
|




43

0T e OMJ [PUNO) A1UNoy) SIIYSISISIITT

0O[ & 9Y[e] 0] [SIM NOA P[NOYS 9}ISqaM S UOISSTWWO)) PNy 9} Uo d[qe[reae Aprqnd aq [[m pue S10g Ul
Ppa10adxe aae syipne v1/€10¢ 1IN0 10§ s3nsal oy, -owwerdord mamasy Aend) pue souerduwio) A1oyengsy
[enuue Iy} YiIm A[duwod 01 paambaia os[e a1e om uorssiwo)) 1pny oyl £q payurodde siojpne sy

"LIOV 24 4q paynuapt Juswdoasp

10j seaue [[e 10§ sue[d uornoe padoEAsap sey uLIy oY, 9Aorduil 0] panunuod sey Ajfenb jpne jey) sem
QUWIAY) [BISUAS 9} PAYIIUSPI JUSWO[9ASP JI0J SBAIR SUIOS d1B 3197} YSnOoy}[e pue ¥10T ARJA UI panssI sem

Omd uo 110dar Juadal sow 9y, *(3ruf) uondaddsuy ypny 9y} A[IoULIO) ‘[ OV) Wed ], MAIAdY ANfens) 1Ipny MITARI
91 AqQ OS[e pue DMJ UIYILM SUIES} MIIASI A UOTIBN[BAD PUR MIIAdI SUIOSUO 0] J03[qns a1e sjpne anQ Jjuopuadapuy
*S90JN0SAI
JuowgeuRW YSLI pue [eoruyod} ajerrdoidde oy yam puodsal om Jey} pue UOIJBULIOJUL PIPUED 9} SAISII
9M 1B} 2INSUS 0} sn sd[oY AJ[BIIUSPLUO)) "YooM B SABP UdAJS ‘Aep B sInoy ¥g SuI1eouod pue suorysanb
9010A 0] S[UUEYD UOI}BIIUNWIOD [BIIUIPLIU0D SOPN[OUI SWWRIS0I JONPUO)) SSaulsng pue soryiy InQ SoTI
oM Aue yIm Surpaadoad 910J9q UOISSIWWO)) PNy
oy} wodj [eaordde Yoas USY} oM ‘P[OYSAIY] 99) UIELIDD B dAOQY "SIVIAILSS JIpne-uou uo Ao1jod 1no4 jsurese
pue spiengajes pue soI[od [BUISIUL UMO INO Jsurese 109(01d o9y} Sojen[eAs oym Iopes] Juswodesus
93 Aq pasLIOyIne 9 ISILJ ISNUW I ‘AJLIOYINY 91} J0J U9 UBD YIOM JIpne-uou Jo 9091d ® 210Jog "Splepueils spaepueis
UOTIUR}AI JUSID pue doudpuadapul JueAd[al yim A[duoo 03 pausdisop swalsAs pue satorjod sey Dmd souspuadopu]

“1ea4 911 INOY3NOoI} NOA YIm sajepdn [eIIUYIS] INO dIBYS [[IM M ‘poLIad jpne [euy 9} SULINp swes)

JuewaSeSus ALIOYINY [BIO] [[B 10 S[[E 90UAISJUO0D AP[OOM PUR 9OUI[[90XH JO 9IIUS)) JUSUIILIDAOL) [BIO]

Ino £q pansst suorjedrqnd Jemnsa1 y3Snoayy sarepdn [eOIUY09) 0109ds JUSWIULISAOL) [€d0] 9pIaoad os[e apm
*3UI]90UI T[] 1B PISSNISIP SANSSI U0 YOr(Pad) A[our} apraoxd

01 ‘ILIH 93 pue QYA SUIpN[OUI ‘SI9}19S pIePUR]S JO SSUNP9W Io)Je A[1I0ys pansst uonedrqndy o

pue ‘sjuswdo[padp Sunjunodoe Jueoyrudis Jo sisAfeue Yidop-ut Surpraoid uoneorqnd opotrad y - e

{syuowrdo[eAsp ssoulsng pue SULUNOJIR S 99M 91} SULISA0D uonedrqnd Apeamy e

:opnuI 9saY ],
-9ouepIng [eoruyo9l
1S91e[ 911 JO 1SBAIQR SIUDI[Y InO pue JJeis DM yioq doay 03 suoneorqnd snorournu saredaid Dmd

sorepdn [eoruyoa],

uondrLidsaq

2INpadsoag




44

1T e DMJ [PUNO) AJUNOY) SIIYSISISIITT

ST} MO UOISSTWIUIOY) PN 3} YIM PI2ISe OS[e 9ABY M “ISI[Ied PAIYSI[YSIY Sk ‘SySe} Jpne dIseq JO UOLIRH[IOe] 9} I0] pUue[OJ
UI SOTIUR)) AIQAT[OP 9JIAIIS DM 0] PAIOYS-JJO 9 UBD BIEP YIIYM IOpUN ‘UOTSSIWIUIO)) IPNY Y] YIM Ss9001d & paaiSe aaey 9

*}JIpNe 9} JO SeaIe ISYI0 UO SNO0J 0} Wed) Jipne InoA dn $991) SAIIUID AISAI[DP INO JO IS Y,

*SJUSUIS)R]S [RIOURUL 91} JO SYISD SULISLD

pue £5u91SISu0d pue soad uapuadepurl Areurwra.ad ‘saInpadord UOIIBULILIUOD dpN[IUl 959} d[duexs 10J {syse)} oiyroads
0] PO1BIIPAP Ssures} £ dUOP 9 UBD PUB JUINOI Ik 1B} YIOM JIpPNe INo Jo siIed JOAIPP 0] SAIIUI AISAI[DP PAIRIIPIp 9sn I
CERNIERNINENIIETg)

‘oeoxdde
yupne d[qrssod 159 9} SUNNISXD dIB OM INSUD 0} OUI[[SIXH JO IIUI)) 93 YAIM dPIS A( 9PIS SUDIOM U SBY Wk} InQ

*}Ipne 9y} Jo seaTe xo[duIoo 210w Ul SWed] IPNe Ino YHm donoeld 1saq SaIeys pue
SISISSE ‘SASIAPE [OIYM SISI[eI0adS JO WEd) PaIedIPap B SI YOIYM JUSWUISAOL) [BI0 10 M (] Y} Ul SOUS[[AIXH JO dIIU)) B dABY I M
20U3])20XT fO 3.13Ud)

‘JuowadeUBW M SUOIIBAISSCO
pue sSurpuiy Ino aIeys o} Sunsa) sfewanol o jo 1ed se palayies Blep 9y} SN A\ "SISNEI 1001 Y} JO dWOS saI0[dxa
pue uonesiue3io 9} ssoIoe sfeuanol jo asn spqereduwod ay smoys yorym Jiodar yydisur, sjeurnol e jo uononpoid ayy, e

“YSLI JU2I9YUI 3S9YSIY 93 [IIM SWIN Y} U0 SuI}Sa) pa[IeIap
Ino j981e) pue sfewinol jo uonemdod a1o[dwod 9} JOPISUOD oM SULINSUD ‘SOnA[eUR Blep Sulsn s[ewanol Sunsay, e

:opnjour [[m YIom a3 oyedonue oam S1/¥103 Uy

Jy3isur pue Aouaronyje ‘A)ienb sALIp 01 sonbruyos] Ipne pa[qrusa-A30[0UYIa] 9ST I
buinpno nipq

yovouddy jupwug

*ISAI[OP oM Jpne d1[} Jo Ajienb a3 Suraoxdut ‘urea) JIpne Sy} UIYIM SUIRWAI 93Pa[MOUY PaIR[NUINIJL IR} SULINSUD
y3noay} ypne ok pue s[doad Ino 10J Y104 [RIOLAUI( SI [OIYM AJMNUINIU0D SAINSUD SIY], *SIBIA JO JoquInu B 10J AJLI0yIny
9([] JO JIpNE 9] Ul PIA[OAUL US( dARY JOPES[ WEd) PUk I9SeURW JUIWSFLSUS 91} SUIPN[OUL W) JIPNE 9Y] JO SI9QUIDW A

*10109S JUSUIULIDAOS [BIO] 9]} pue AJLIOYINY 91 JO Y10 9Spa[mouy| doop PUR oPIM B 9ARY SIS(UISUI JJR]S 9S9Y[], ‘UIed)
101998 21[(NJ PUE JUSWILISAOL) PIIBIIPIP INO WO uaye) A[Lrewrid uaaq sAeY JIpne JNoA uo paio[dop Jjels Jo sroquaul 9y,
‘swwrerdord Anysnpur no ul pue Surulel) Ul JUSUIISSAUL [erjuelsqns e Aq pairoddns ‘ypne anok uo sidoad Ayenb Aojdop ap

a]doad 1upwis



45

g e DM [1DUN0) AJUNOY) SITYSIDISAII]

‘yipne oA suidiepun yoeoadde jrews, 1nQ

upny DM 9yL ASo[ouyo9) Jrewrs yoeoadde rrewng ordoad jrewrg

O @ & @

*S9[04d J1pne AjLioyiny A9y 10J sowrwe1301d YI0M pIepue)s PlIng 0} Sn MO[[e SILIRI]L]
3u11S9) palo[re} 9} PUe JIPNE SAII9JJS a10W ‘Ajfenb JoySIy e ur sjnsax A30[0uyoa] MO[P[I0M pue yorordde pased-ysLI s ,einy

*SOIJIATIOR
1IPNE 99SI9A0 pUE 1AIIP 0} ST SUI[qeUS ‘[00} [N}1omod e ST 1] "A30[0urod] JIpne I10] PIBPUL]S 1] 19S SBY] [OIYM ‘DIeM]JOS
RINY S, OM{ SI SIY} 0} [ejud)) 9[qIssod Iaad1oym AJ1Anoe Jipne AJiduwis pue ajewoine Jey} sassad01d paugisap 9ARY 9

fAbojouyoay, 1upws

g xipuaddy Ut papn[out SI UOI}BULIOJUI JOYLITN,] ‘SULIOYS-JJO 10} SJUSUWIAIINDII UOISSTIIUIO)
PNV oY} IM ‘9ourI[dUIOd SINSUD 0] SISS920.1d [RUIIUI INO JO MIIASI Juapuadapur IY} YHM 19Y3950) ‘pare[nsal aq [[m



46

€z e Md [PUNO) AJUNOY) SIIYSISISIITT

JO WOJJ SUISLIB UOISSIWO 10 SSO[ ‘98eWep ‘I0LId AUB JO 109dSal Ul ‘9SIMISY]0 10 (90uaI[3ou SUIPNoUl) 110} ‘JORIIUOD UL I9YIOYM
‘sISeq AUe UO 9710 [ord 0} AI[IGRI[ OU dARY [[BYS (SIUBAISS 10 S}udde ‘sovfo[duws ‘s1oulred ‘SIoquIau ‘S.I103109.1p dA1}0adsal
INO SUIPN[OUL 3SEBI [OBd UI) DMJ PUB NOA PUB S]SAI9IUL PUB SWAISAS UMO Ino 3uroaold 10f s[qisuodsal aq yoes [[eys oM

"SWI9)SAS S 19110 YoBd 0} SS900B PIsLIOYINeun JuaAdld

0} (II) PUB YI0M]U INOA 0} JOAUUO dIM IO A[[EOIUOIIIS[S UOTIRULIOJUL SPUSS SN JO JIYIIS 2I0J9( SISTLIIA UMOWY A[UOUITOD

1SOW U} 3} 10§ YO 03 (1) SAINPad0Id S[qeUOSEAI A[[BIOISUITIOD 3ST 0} 99ISE OB A\ *9A0CE INO 19S SB UOIIOUUOD JOUISIUT
PUE YI0M}9U INOA JO 9sn 9} (q) PUB SN U9dM](] SUOTIBITUNUITIOD JIUOIIID () SSLIOYINE PUe JO SYSLI 9] 1dodoe 0] 9013k yoed
oM ‘sydeiSered om] snotasad o) UI PAYIIUSPI 9SOT] SB Yons SYSLI £q Pa10dJjeun dq [[IM SYIOMISU 3SIY} 0} PI1OSUUO0D SIIAP
91} PUE SYIOM]OU dANI9dSAI INO ‘SUOISSTWISURI) JBY} d9jueIenS € 9q J0uUed saInpadold pue surolsAs 1ey) astuS0dal [oes 9

*SOSTLIIA JO UOISSIUISURI] 9]} PUB A]LINJIS 0] UOTIR[DI UI SUIPN[OUI ‘SS900E [[ONS [[}IM PIIBIOOSSE

ST JO [[0Bd 0] SYSLI A I3[} B[} PUBISISPUN (OB A\ YI0M]aU InoA 0} s1onduwoo doyde] Dm{ J1973 SUIjoauuod Aq SIy} op Aew
A9} 18} PUB UOII09UU0D JOWIAIUL INOA BIA YIOMIQU DM ([} SS90 0} d[(e SUIaq I91[} UL ST JO [OBd 0} S1JoUa( Ik 3111 1.}
9913e NOJX JUdWSe3Ua o) SULIND S9IINOSAI PUR UOIIRULIOJUL IIUOIIIRR DMJ SS90 0] Paau Os[e Aew Jjels pue sioulred DmJ

*9SN 0} 9JESUN 10 P1IJJe A[OSIOAPE 9 ASIMIIYI0 10 919[dW0UI IO d)e[ SALLIR ‘pPaL011sap IS0 ‘pa1dniiod
‘pa1dooIaul 9q P[NOd UOTIRULIOJUT YONS PUE 391J JOLIS IO STLIIA ‘9INJ9S 9 0] padjueIens 9q J0UURD UOIIRULIOJUL JO UOISSIWISURI)
OIUOIIO3[d 9] “IOASMO] "I9Y0 OB YHM A[[BOTUOIIIS]d SJBOIUNIUIOD ST} 0} SUIT) WOIJ Ao oM JudureSesus oy} Surmg

uoyDIMUNWWOI I21UOL]I)H

‘NOA YIIMm ISTRI 9M Jel[}
saanbaa sorjoead s WLILY INO YOIYM INq ‘9ouepInsg oy} UIYIIM PIPN[OUL A[FUSLIND J0U dJIB OIYM SIS}IBW JSYLINJ dAL dIB I,

"SIONPNY J10J 9ouepIns Suipuels oy, e
pue 9o11081g NIpPNY JO 9POD YL, e

:Aq pauoA03
a1e Juounuiodde Ino Jo SULIS] Y} PUR [IDUNOY) AJUNO)) AIIYSIISIT 0] sIojpne se sn Jutodde uorssruwo) 1pny ayy,

uoyvuLLoful juduwdbob U LY1() (7 Xpuaddy
|




47

vz e DMd [[ouno) A1Uno) aIIysI91SadI]
JIo)jeW J1[} 9sTeI 9sea[d ‘S90IAISS INO JO 109dse Aue UM PIYSIIBSSIP 918 NOA JI I0 PaA0IdWI 3¢ P[NOD AIIAISS INO MOT] ST

[IIM SSNOSIP 03 I P[NOM NOA dwiL} AUR I J] “SPIall INOA 199W 0} AIAISS Afenb Y31y e yum sowiry [[e 1e nok apraoad 03 Juem app
Sjuawabup.LuD Ayon()

“uodRyg PIRYOTY 10B1U0D 9sea[d Us(} UOIIBULIOJUT I[N} o1mbal noA Ji 10 sseooad sty Surpresas suonsenb Aue aaey nok j

101 91 Ul uretal [im
9IAIRS SIY} 1B} PUE SY09YD AN enb sjuswale)s [BIOUBULJ 10J 911U0 AIDAI[OP Paseq M (] B oSN A[[NJSsa0ons ApeaIfe opy

*SUIRA) AIDAI[OP SBISIDAO 9} A] pauLIofIad YIOM 9] JO [[B SUIMAIAJI 10J S[qISUOSAI 918 SISQUISW Wed) IPNe Y], e

*SwIed) AISAI[QP
SBISIOAO INO IIM 9]BIIUNUIUIOD 0] PISU 10U [[IM NOA ‘S10BIUO0D JIPNE A9Y INOA UTRUWIAI [[IM SISQUISW UIed) JIPNE INOK e

"R66T 10y UO0I199]01J BIR( 9] 0} T 9[NPayds Jo T LIed ul o[drourid JiuaAas o) Y3m sawr) [[e 18 A[dwoo [[eysopy e

“BaIy drwiouody ueadoany a1} Jo 9pISINO s10ssa001d eiep 01 eyep [euostad Jo I9jsueI) 9y} 10J 10BIIUO0D [opouT N
91} UI 1IN0 13S 301} 03 Jud[eAmba suonesSijqo uoroaloid elep sepnoul Yorym JuswsaiSe uorosjoid ejep dnois-enur
ue pausIs aARY ‘SoNUI)) AIDAIPR( 0IAISS DM 93 SUIpnour YI0m1au s10d00)ISNOYINIEMIOLIJ Y] UTYHM SUWLIT [V o

“BJBP INOA JO AJLINDSS 93 Sururejurewt
‘paI0oys-JJO U9 J0U peY NIoM dY} JI se sainpadoid [013uod Ayifenb eyep Je[ruiis o} 302{qns aq [[IM €1ep a3 yons
SV "}Ipne 9y} JO 1oNPU0d 31} 10J 9[qISU0dSaI A[SIIIUS SUTRWISI JIPNE Y} SULISAI[9P ULILJ 91} POIOYS-JJO SI YIOM UM e

:Je1[] ULILJUOD 9A\ “9I0YS-JJO ABW aM SYSB) JO sadAy

913 UO UOTeWLIOJUT JOYLINJ 10} xIpuaddy SIY} JO puS 91} 1B 19139] A} 0} 19Ja1 9SBI[J "H10T UI 99NIWUIO)) IIUBILIIA0L) dje10dI0)
a3 £q pasoidde sem JuaweSueLIe ST, "SYSE} }IPNe JISeq JO UOLIBI[IOR] Y} 0] PUB[OJ UI S9NUS)) AIDAIR( 0IAISS DMJ

0} PAIOYS-JJO 9 UBD BIBP [OIYM IOpUN ‘UOISSTWIUIO)) NPNY Y} YIM SS9001d B PoaISe dARY oM ‘SULITJ IS0 [IM S ‘A[JU20Y

uoyopwLLoful Jo buissado.ud spas.aaa()

‘sosodind soueansse Ayenb
10} 90O MPNY [BUOLIRN 9Y3} 10 UOISSIo)) 1pny 9y} 0} sioded Sun{iom Jrpne Ino 0} sS9doe 9AIS 0] palinbal oq Aewr op

s4adpd bury.Lom npnp 01 SSa00y
‘papnjoxe 9q me[ £q jouued AI[Iqel] yons ey} Jualxa oy} 031 A[dde jou [[eys ydeidered snoraard a3 ur A[IqeI] JO UOISN[OXd ],

"UOI}9UUO0D 19UISIUI PUR YIOMISU INOA JO
9SN INO JO UOIJBULIOJUL YONS UO JOUBI[DI JNO PUE SN UIIMID(] UOIJEULIOFUL JO UOTIBITUNUITOD JTUOIIID[D 9} YILM UOIIOUUO0D UL



48

Gz e OMJ [PUNO) AJUNOY) SIIYSISISIITT

1894 9} Surmp jurod
Aue Je ‘Apuanbasqns SursLie J1 ‘10 ue[d 1pny oy} Suraoidde a10joq mouy| sn 19] asea[d ‘©Aoqe o1} uo sorenb Aue aaey nok J

"SonIIqISuodsal Ino [Y[NJ ULd oM OS dSLIE Jel[} SI91IBW [ONS AUB JO SN ULIOJUI 0} p9aul NOX “uonedrqnd Iyl pue sjunoode
91} JO SUIUSIS 9} UM SUISLIE SJUDAS [BLISJBU JO JUDAS 9} UL SN U0 SjudwIImnbar jo equnu e saoe[d 095 (IMN) VSI

uoyooyqnd L12Yy3 pup SJUN0IID JO 2.n3pUDIS UddMIAq DUISLLD SJUHT

“UOISSIWIUIO))
1PNy 9] 0} I0 SA[BAA PUB PUR[SUY Ul SJUBIUNOIIY PaIdliey) Jo 91nisu] oy} 0} ure[dwos 03 1ySLI In0A J09)Je 10U [[IM ST, ‘NOA
01 uonisod oy} ure[dxa 03 ueo am [[e op 0} pue Appdwoad pue A[[nja1es jurejduwod Aue ojul Joo[ 0} ayelrepun sz Afdwoad pue

A[[NJoIBD YHM 1[BOP SIR SUISOUO0D INOA JR(] 9INSUS U oM AeM SIU] U] "NN9 NEOM ‘UOPUOT ‘908[ JUsUR{uBqUIY T B 9910 INO
1e ‘90URINSSY JO peaH Y[ ‘SIdWey) sowe 10 ‘I Je¢ &g ‘WeysuluLIg ‘1Ino) [[BMUI0) 1B 301JO INOo Jk IsUulied Pea] 90URINSSY

103098 J1[qNJ 2 JUSWILIDAOL) INO ‘U0dRY PIeyory 108100 dses[d ‘1ourted ey} ULy} JOYI0 SUOIWOS YIM SI91IBU 359U}

SSNOSIp 0} J9JaId p[nom noA ‘uosear Aue 10 ‘J] ‘NOA 0] SIIIAISS INO Jo 10adse Jey] J0j o[qIsuodsal Joulred oY) YHIM A[91RIpawIUIL



49

MN-V-4292h1-01906T

*S[Te19P IOY}INJ 0] 2INJINIS /W00 dIMd MMM 93 9SeI[J "AMIUa [e39]
91eredas e ST WL JOQUISUI [oBH "YIOMISU DM 9T[} 03 19JoI SOWIAWOS AW PUE ‘WLIT IOQUISUI Y (] 91} 0} SI9JaI ,JMd,, ‘FUSUINIOP SIY} U] "PAAISSAI SIYSLI [[V *d'TT STodoo)asnotyiaremadtid G1og @

*9S[@ duoAue 0] papraoad aq Jou AeU J1 pUB QUIWNIOP ST} YHM UOLIIUUO0I UL IS[d SUOAUER 0] (90UaSI[3ou 10} Surpnjour) Ay[Iqer|
ou 1doode 9\ "UOISSIWIIO)) PN Y} [HM JOBIIUO0D INO YSNOIY]} paaide suLd) oy} uo pue asodand a3 10j A[9[0S pue [[0UNO)) AJUNO)) AIIYSINISIIT 10} A[uo paredard ussaq sey Juawnoop SIy L,

‘pasoposip sardoo Aue ut [[n} ut paonpordar

ST UOTJRULIOJUI 91} UI 9pn[oul 0] Ysim Ajuanbasqns Aewl 10 papnjoul sey DMJ YoIym JoWIRDSIP AUR 1R[] 9INSUL [[BYS )1 Joa1ay]) 1ed Aue 10 110dad SIY] S9SO[ISIP [[OUN0)) AJUNO0)) SIISI91Se0I]
‘OMd IM UOLIBNSU0D SUIMO[[0] ‘J] “110dal yons 01 10y 9] Jopun ISIXs Aewl Yorym suoniduexs jueasqar Aue A[dde [[eys [[oUno) AJUno)) aIIySIa1SadI] PUR SINSOISIP YONS YIIM UOIIIUUO0D

ur ayewl Aewl DM OIYm suoneiuasatdal Aue 03 presas anp Led 01 s9a13e [IOUNOY AJUNOY) AITYSI91s90197T “1I0daa yons Sursosip 03 Jotxd Dmd Yim nsuod pue Apduword Dmd Ajnjou [m 11 ‘prodarx
SIU} Ul PoUTRIU0D UOTRULIOJUT AUR SSO[ISIP 0] paImbal S 11 ‘000g 10V UOIIRULIOJU] JO WIOPAa,] 9] JOPUN PIAISAI SeY [I0UN0)) AJUN0)) SI1YSIa1$901e] YoIym 1senbai e 01 Juensind ey) JuaAd 9y uJ

IMN



50

This page is intentionally left blank



o1 Agenda Item 8

M Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE — 20™ FEBRUARY 2015

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES

TREASURY MANAGEMENT STRATEGY STATEMENT AND ANNUAL
INVESTMENT STRATEGY 2015/16

Purpose of the Report

To allow the Corporate Governance Committee the opportunity to review the
treasury management strategy statement and annual investment strategy for
2015/16.

Background

The treasury management strategy statement and annual investment strategy
form part of the Medium Term Financial Strategy and will be considered by the
Council at its meeting on 18" February 2015. Any amendments made by the
Council to either of these documents will be reported to the Committee.

The two strategies are broadly in line with those of previous years, with the only
significant amendments being a move to more closely align this Authority’s policy
in respect of acceptable counterparties with that of Capita Asset Services, who
act as treasury management advisor to the Authority. The rationale behind these
changes, together with details of the expected impact, was the subject of a
detailed report produced for the Corporate Governance Committee and
considered at its meeting of 24" November 2014.

It is usual for the Corporate Governance Committee to have an opportunity to
comment on the treasury management strategy statement and annual
investment strategy prior to it being submitted to full Council. Due to the timing of
meetings, it has not been possible to do so this year. However, the Committee
will have an opportunity to influence the strategies via the use of delegated
powers available to the Chief Financial Officer. Any significant issues raised by
the Committee will be reported to the Cabinet for further consideration.

Resource Implications

The interest earned on revenue balances and the interest paid on external debt
(which link directly into treasury management strategy statement and annual
investment strategy) will impact onto the resources available to the Council.

Equality and Human Rights Implications

There are no discernable equal opportunity implications.
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Recommendation

The Committee is asked to comment on this report.

Background Papers

Recommended change to treasury management policy in respect of the lending
of surplus balances — Report of the Director of Corporate Resources. Corporate
Governance Committee, 24™ November 2014.

Circulation under the Local Issues Alert Procedure

None

Officers to Contact

Colin Pratt - telephone 0116 3057656, email colin.pratt@|leics.gov.uk
Chris Tambini - telephone 0116 3056199, email chris.tambini@leics.gov.uk
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APPENDIX

TREASURY MANAGEMENT STRATEGY STATEMENT AND ANNUAL
INVESTMENT STRATEGY 2015/16

This strategy statement has been prepared in accordance with the Chartered
Institute of Public Finance and Accountancy (CIPFA) Treasury Management in
the Public Services Code of Practice (the Code). Accordingly, the Council’s
Treasury Management Strategy will be approved annually by the full Council and
there will be quarterly reports to the Corporate Governance Committee. The
Corporate Governance Committee will consider the contents of Treasury
Management Strategy Statement and Annual Investment Strategy at its meeting
to be held on 20" February 2015. The aim of these reporting arrangements is to
ensure that those with ultimate responsibility for the treasury management
function appreciate fully the implications of treasury management policies and
activities, and that those implementing policies and executing transactions have
properly fulfilled their responsibilities with regard to delegation and reporting.

The Council has adopted the following reporting arrangements in accordance
with the requirements of the revised Code:-

Area of Responsibility Council/Committee/Officer | Frequency

Treasury Management Full Council Annually before

Policy Statement start of financial
year

Treasury Management Full Council Annually before

Strategy/Annual Investment start of financial

Strategy year

Quarterly treasury Corporate Governance Quarterly

management updates Committee

Updates or revisions to Cabinet (following Ad hoc

Treasury Management consideration by Corporate

Strategy/Annual Investment | Governance Committee,

Strategy during year wherever practical)

Annual Treasury Outturn Cabinet Annually by end of

Report September
following year end

Treasury Management Assistant Director, Strategic

Practices Finance & Property

Review of Treasury Corporate Governance Annually before

Management Committee start of financial

Strategy/Annual Investment year and before

Strategy consideration by
full Council

Review of Treasury Corporate Governance Annually by end of

Management Performance | Committee September

following year end
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Treasury Management Strateqgy 2015/16

The Local Government Act 2003 (the Act) and supporting regulations requires
the Council to ‘have regard to’ the CIPFA Prudential Code and the CIPFA
Treasury Management Code of Practice to set Prudential and Treasury
Indicators for the next three years to ensure that the Council’s capital investment
plans are affordable, prudent and sustainable.

The Act therefore requires the Council to set its treasury strategy for borrowing
and to prepare an Annual Investment strategy (as required by Investment
Guidance issued subsequent to the Act) and this is included as paragraphs 24 —
44 of this strategy; this sets out the Council’s policies for managing its
investments and for giving priority to the security and liquidity of those
investments.

The suggested strategy for 2015/16 in respect of the treasury management
function is based upon Officers’ views on interest rates, supplemented with
leading market forecasts provided by the Council’s treasury adviser, Capita Asset
Services.

The strategy covers:

- treasury limits in force which will limit the treasury risk and activities of the
Council

- Prudential and Treasury Indicators

- the current treasury position

- the borrowing requirement

- prospects for interest rates

- the borrowing strategy

- policy on borrowing in advance of need

- debt rescheduling

- the investment strategy

- creditworthiness policy

- policy on use of external service providers

- the Minimum Revenue Provision (MRP) strategy

Balanced Budget Requirement

3.

It is a statutory requirement under Section 33 of the Local Government Finance
Act 1992, for the Council to produce a balanced budget. In particular, Section 32
requires a local authority to calculate its budget requirement for each financial
year to include the revenue costs that flow from capital financing decisions. This,
therefore, means that increases in capital expenditure must be limited to a level
whereby the increase in charges to revenue from:-

i) increase in interest charges caused by increased borrowing to finance
additional capital expenditure, and
ii) Any increases in running costs from new capital projects are limited to a

level which is affordable within the projected income of the Council for the
foreseeable future.
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Treasury Limits for 2015/16 to 2018/19

4.

It is a statutory duty under Section 3 of the Act and supporting regulations, for the
Council to determine and keep under review how much it can afford to borrow.
The amount so determined is termed the “Affordable Borrowing Limit”. In
England and Wales the Authorised Limit represents the legislative limit specified
in the Act.

The Council must have regard to the Prudential Code when setting the
Authorised Limit, which essentially requires it to ensure that total capital
investment remains within sustainable limits and, in particular, that the impact
upon its future council tax level is ‘acceptable’.

Whilst termed an “Affordable Borrowing Limit” the capital plans to be considered
for inclusion incorporate financing by both external borrowing and other forms of
liability, such as credit arrangements. The Authorised Limit is to be set, on a
rolling basis, for the forthcoming financial year and three successive financial
years. Details of the Authorised Limit can be found in annex 2 of this report.

Current Portfolio Position

5.

The Council’s treasury portfolio position at 31%' December 2014 was:

Principal Average Rate
£m %
Fixed Rate Funding PWLB 180.10 6.330
Market 95.50 4.492
Variable Rate Funding Market 10.00 3.990
Other Long Term Liabilities 0.00
285.60 5.634
Total Investments 164.10 0.644
Net debt 121.50

The market debt relates to structures referred to as LOBOs (Lenders Option,
Borrowers Option), where the lender has certain dates when they can increase
the interest rate payable and, if they do, we have the option of accepting the new
rate or repaying the loan. Where the first opportunity for the lender to do this has
already passed the loan has been classed as ‘fixed rate’ even though, in theory,
the rate could change in the future. Where the first option to increase the rate has
not yet passed, the funding has been classified as ‘variable rate’.

Borrowing Requirement

It is not currently anticipated that the Council will take out any net new borrowing
in the period covered by the Medium Term Financial Strategy (i.e. 2015/16 —
2018/19), and it is also expected that maturing loans will not be replaced. There
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are a number of reasons that no new net borrowing is expected, including the
current position of having internal indebtedness (at 31 March 2015 an estimated
£12.9m of historical capital spending will be financed through internal cash
resources), a change by the Government to switch capital approvals to grants as
opposed to borrowing approvals, no unsupported borrowing included in the
MTFS and the level of Minimum Revenue Provision (See Annex 1) that will be

generated over the period.

The table below shows how the Capital Financing Requirement is expected to
change over the period of the MTFS, and how this compares to the expected
level of external debt. Although the level of actual debt is expected to exceed the
Capital Financing Requirement at the end of 2016/17 and to increase further
during the next two financial years it is currently prohibitively expensive to
prematurely repay existing debt. If there are cost-effective opportunities to avoid
an overborrowed position they will be considered as long as they are in the best
long-term financial interests of the Council. This will probably require long-term
borrowing rates to increase meaningfully from their current level.

2015/16 | 2016/17 | 2017/18 | 2018/19
£000 £000 £000 £000

Opening Capital Financing
Requirement 298,540 | 283,607 | 266,613 | 253,858
New Borrowing 0 0 0 0
Statutory Minimum Revenue
Provision (MRP) (11,993) | (11,414) | (10,755) | (10,263)
Voluntary MRP (2,940) | (5,580) | (2,000) | (2,000)
Closing Capital Financing
Requirement 283,607 | 266,613 | 253,858 | 241,595
Opening external debt 285,600 | 275,100 | 274,600 | 264,600
Loans maturing (10,500) (500) | (10,000) (500)
Closing external debt 275,100 | 274,600 | 264,600 | 264,100
Overborrowed/(borrowing
requirement) (8,507) 7,987 10,742 22,505
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Prudential and Treasury Indicators for 2015/16 — 2018/19

Prudential and Treasury Indicators (as set out in the tables in annex 2 to this report)
are relevant for the purpose of setting an integrated treasury management strategy.

The Council is also required to indicate if it has adopted the CIPFA Code of Practice
on Treasury Management, and this was adopted in February 2010.

Prospects for Interest Rates

Despite economic growth in the UK being relatively robust, the current low level of
inflation and the forecast for changes to inflation levels in the near term make it
unlikely that there will be an increase in UK bank base rates until at least the end of
2015. The timing and extent of increases is highly dependent on economic growth
in not just the UK, but also the rest of the developed world. The general consensus
is that base rates, when they start to rise, will do so gradually in terms of both the
amounts of the increase and also the pace of them. The likelihood of reaching
levels that would previously have been considered normal (4% - 6%) within the
foreseeable future is very slim.

The range of forecasts produced by economists is relatively narrow, with very few
predicting meaningful increases in bank base rates over the next 2 — 3 years. There
is, of course, a possibility of economic growth accelerating more than is currently
predicted and if any acceleration gains traction, base rate rises may happen more
quickly and more aggressively than is currently predicted. The Governor of the
Bank of England continues to issue ‘forward guidance’ which suggests that base
rate rises are not imminent and will be very gradual when they commence.

Borrowing Strateqy

11.

12.

13.

The outlook for borrowing rates - which are linked to Government bond (gilt) yields
— is difficult to predict. Currently gilt yields are at multi-generational lows and the
consensus is that they have to rise from here; this was however the consensus 12
months ago and they have fallen meaningfully since then. Supply of gilts is likely to
be meaningful for a number of years and eventually there has to be an unwinding of
quantitative easing which will see a further increase in gilt availability, so the
demand/supply dynamic appears to point to yields rising rather than falling. Any
setback in economic growth (not just in the UK, but also globally) may, however,
cause investors to reassess the outlook for returns from other assets and a period
of stable, or even falling, gilt yields cannot be ruled out.

Although borrowing from the Public Works Loans Board (PWLB) is still generally the
most attractive external option available to the authority, the expectation of an
overborrowed position by the end of 2016/17 makes the use of external borrowing
unlikely. Even if the outlook for an overborrowed position changes, which is only
likely if repayment of existing debt actually happens, the use of internal borrowing
using available cash flows and balances (at a cost of the interest which would
otherwise have been gained by lending the money to acceptable counterparties) is
a more likely option.

Borrowing rates very rarely move in one direction without there being periods of
volatility, and it is sensible to maintain a flexible and proactive stance towards when
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borrowing should be carried out. Likewise it is sensible to retain flexibility over
whether short, medium or long-term funding will be taken and whether some
element of variable rate funding might be attractive. Any borrowing carried out will
take into account the medium term costs and risks and will not be based on
minimising short term costs if this is felt to compromise the medium term financial
position of the Council.

External v Internal Borrowing

The Council currently has significant cash balances invested, and at the end of
December 2014 these stood at £164.1m. These balances relate to a number of
different items — earmarked funds and provisions, grants received in advance of
expenditure, money invested on behalf of schools and simple cash flow are some of
them — but only a small amount of the balances relate to the General County Fund.

The Council has, since January 2009, repaid over £80m more of external loans
than has been borrowed. There has also been no new borrowing to finance the
capital programme over this period, and internal borrowing is expected to stand at
£12.9m at the end of the current financial year. This internal borrowing is,
effectively, being financed through the loss of interest that would otherwise have
been earned by lending the money, which is currently below 0.5%. This internal
borrowing has been extremely cost-effective, but the cost of it will increase broadly
in line with base rates in the years ahead.

The balance between internal and external borrowing will be managed proactively,
with the intention of minimising long-term financing costs. Short-term savings which
involve undue risk in respect of long-term costs will not be considered.

Policy on borrowing in advance of need

The Council will not borrow in advance of need simply to benefit from earning more
interest on investing the cash than is being paid on the loan. If value for money can
be demonstrated by borrowing in advance this option may be taken, but only if it is
felt that the money can be invested securely until the cash is required.

In determining whether borrowing will be taken in advance of the need the Council
will;

- ensure that there is a clear link between the capital programme and maturity
profile of existing debt which supports taking financing in advance of need.

- ensure that the revenue implications of the borrowing, and the impact on future
plans and budgets have been considered

- evaluate the economic and market factors which might influence the manner
and timing of any decision to borrow

- consider the merits (or otherwise) of other forms of funding

- consider a range of periods and repayment profiles for the borrowing.

The current position in respect of the level of internal borrowing and a move by
Central Government to replace borrowing approvals for capital projects with grants
makes it extremely unlikely that borrowing in advance of need will be used in the
foreseeable future.

Debt Rescheduling/Premature Debt Repayment
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Debt rescheduling usually involves the premature repayment of debt and its
replacement with debt for a different period, to take advantage of differences in the
interest rate yield curve. The repayment and replacement does not necessarily
have to happen simultaneously, but would be expected to have occurred within a
relatively short period of time.

If medium and long-term loan rates rise substantially in the coming years, there may
be opportunities to adjust the portfolio to take advantage of lower rates in shorter
periods. It is important that the debt portfolio is not managed to maximise short-term
interest savings if this is felt to be overly risky, and a maturity profile that is overly
focussed into a single year will be avoided. Changes in recent years to the way that
PWLB rates are set, and the introduction of a significant gap between new
borrowing costs and the rate used in calculating premia/discounts for premature
debt repayments, significantly reduces the probability of debt rescheduling being
attractive in the future.

If there is meaningful increase in medium and long-term premature repayment
rates, there is a possibility that premature repayment of existing debt (without any
replacement) might become attractive. This type of action would involve an increase
in internal debt from its current levels, and would only be carried out if it was
considered likely to be beneficial in the medium term.

All debt rescheduling or premature repayments will be reported to the Corporate
Governance Committee at the earliest meeting following the action.
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Annual Investment Strategy

Investment Policy

The Council will have regard to the CLG’s Guidance on Local Authority Investments
(“the Guidance”) issued in March 2004, any revisions to that guidance, the Audit
Commission’s report on Icelandic investments and the 2009 revised CIPFA
Treasury Management in Public Services Code of Practice and Cross Sectoral
Guidance Notes (“the CIPFA TM Code”). The Council’s investment priorities are:-

- the security of capital and
- the liquidity of its investments

The Council will aim to achieve the optimum return on its investments that is
commensurate with proper level of security and liquidity. The risk appetite of this
Council is low in order to give priority to security of its investments. Borrowing
money purely to invest or on-lend is unlawful and this Council will not engage in
such activity.

The Council’s policy in respect of deciding which counterparties are acceptable has
always been stringent, and is one reason that the various organisations that have
got into financial difficulties over the years (BCCI, Northern Rock, the Icelandic
Banks etc.) have not been on the list of acceptable counterparties. The current
policy is based almost entirely on ratings issued by independent credit rating
agencies and the Council’s rating requirements were increased following the default
of the Icelandic Banks. This coincided with credit rating downgrades for the majority
of financial institutions, and led to a list that had very few acceptable counterparties.
This was considered to be entirely appropriate given the risks inherent within
financial markets at the time.

In recent years financial institutions have become far more tightly regulated and are
now forced to hold significantly more capital. There is also a requirement to hold
higher levels of capital if the assets held by them are of higher risk. Regular stress
tests are also carried out that assess the risks in the event of a number of quite
extreme scenarios. Overall, the ‘riskiness’ of financial institutions - and of the
banking system as a whole - is much lower than it has been for a long time and it is
now felt appropriate to slightly relax the requirements for becoming an acceptable
counterparty, with the changes being effective from 1% April 2015.

Alongside the meaningful improvements to the security of financial institutions, the
credit rating agencies continue to amend their methodologies in terms of how
ratings are awarded. The three major credit rating agencies — S&P, Moody’s and
Fitch — have different methods and there is relatively regular ‘finessing’ of the
methodologies which make it extremely difficult for the Council’s in-house resource
to judge what changes are required to our own requirements in terms of acceptable
credit rating levels.

Using credit ratings as virtually the only determinant of whether a counterparty is
acceptable or not is rather one-dimensional and fails to take full account of some of
the other useful information that is available when determining the risk of individual
financial institutions. This other information includes the cost of Credit Default
Spreads (CDS - in effect, the cost of insuring against default) for individual
institutions. CDS’s are liquid and actively traded and having up-to-date information
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on the prices of them is vital if they are going to be used as part of the decision-
making process.

Capita Asset Services have advised the Council on treasury management matters
for many years and are the dominant treasury management advisor to local
authorities. They maintain a list of suggested counterparties that is used by the vast
majority of their clients and the decision-making process that produces this list
includes the use of credit ratings, CDS prices and a number of other ‘softer’ issues.
They also have meaningful resource in this area and are better placed that Officers
of the Council to take a holistic view of counterparty risk. It is now considered
appropriate to utilise the skills of Capita and for the Council’s list of acceptable
counterparties to mirror the one produced by them, with the exception of some
small changes discussed below.

There are two areas in which it is proposed to differ from the standard Capita list of
acceptable counterparties. They have a small number of institutions where they
recommend a maximum loan period of two years, and it is considered appropriate
that Leicestershire should restrict all loans to one year. There are also a small
number of counterparties to whom Capita give a suggested maximum maturity
period of 100 days and it is proposed that these are excluded from the Council’s list
entirely. The Council’s list of acceptable counterparties will, therefore, be marginally
different from the one produced by Capita.

It is important to point out that the proposed change to the method of producing an
acceptable counterparty list is not based on the desire to have more counterparties,
and therefore greater flexibility within the loan portfolio. This greater flexibility and
the expected £150,000 - £250,000 p.a. increase in interest that will be earned
(based on current market conditions) are by-products of a desire to maintain a
policy that can evolve in line with market changes, which will be increasingly difficult
if we continue to use in-house resource for this purpose. The increase in
counterparties does not come at the expense of a meaningful increase in risk, and
the list will continue to include only high-quality, low-risk counterparties.

It is also proposed, for the first time, to include certificate of deposit (CDs) in the list
of acceptable investment instruments. CDs are merely tradable loan instruments
that carry exactly the same security risks as term deposits. It is expected that term
deposits will continue to be the preferred option for loans, but as there are some
counterparties that are not active in taking term deposits but do issue CDs including
them will add flexibility to the management of the portfolio.

The proposed changes to the method in which the list of acceptable counterparties
is produced and the inclusion of CDs within the list of acceptable instruments was
considered by the Corporate Governance Committee at its meeting of 24"
November 2014. They were supportive of the proposals.

The investment instruments identified for use in the financial year are listed below.
The limits for both maximum loan periods and amounts will be set in line with the
criteria shown in annex 3. As part of the proposal to commence utilisation of
Capita’s suggested counterparty list (adjusted for the matters mentioned in
paragraph 31, above) the maximum loan period has been reduced to one year. If
financial institutions show meaningful increases in their credit ratings in the years
ahead consideration will be given to the reintroduction of loan periods of over one
year.
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Investment Repayment Level of Maximum  |Maximum %
within 12 Security Period of Portfolio
months or cash sum
(1)
Term deposits with the Yes Government- 1 year 100
|Debt Management Backed
Office
|UK Government Yes Government- 1 year 100
Treasury Bills Backed
Term deposits with Yes \Varied 1 year 100
credit-rated institutions acceptable
with maturities up to 1 credit ratings,
year but high
security
[Money Market Funds Yes At least as high| Daily, same- £125m
as acceptable day
credit — rated redemptions
banks and
subscriptions
Term Deposits with UK Yes |[LA’s do not 1 year 50
|Local Authorities up to 1 have credit
year ratings, but
high security
Certificates of Deposit Yes \Varied 1 year 100
with credit-rated acceptable
linstitutions with credit ratings,
maturities of up to 1 year but high
security

(1)  As the value of the investment portfolio is variable, limit applies at time of
agreeing investment. Subsequent changes in the level of the portfolio will not be
classed as a breach of any limits.

For the sake of clarity, if a forward deal (one where the start of the investment is at
some future date) is agreed, the maximum period commences on the first date of
investment.

Local Authority Mortgage Scheme

Under this scheme the Council has invested £8.4m, for a period of up to 5 years.
This is classified as being a service investment, rather than a treasury management
investment.

Leicestershire Local Enterprise Fund

Up to £1m has been made available for loans to small and medium-sized
Leicestershire businesses via this Fund, which is administered by Funding Circle.
This is classified as being a service investment, rather than a treasury management
investment.

Creditworthiness policy

36. Itis proposed that the Council adopts the suggested counterparty list as produced

by Capita Asset Services, subject to a maximum one year loan period and the
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exclusion of any counterparty with a suggested maximum loan period of 100 days
or less. Capita’s methodology includes the use of credit ratings from S & P, Fitch
and Moody'’s, factors such as credit outlook reports from the credit rating agencies,
the rating of the sovereign government in which the counterparty is domiciled and
the level of Credit Default Swap spreads within the market (effectively the market
cost of insuring against default). The general economic climate is also considered
and will, on occasions, have an impact onto the list of suggested counterparties.

Capita Asset services issue very timely information in respect of changes to credit
ratings or outlooks, and changes to their suggested counterparty list are also
issued. These reports are monitored within a short time of receipt and any relevant
changes to the counterparty list are actioned as quickly as is practical. A weekly
summary of the credit ratings etc. of counterparties is also issued and this gives an
opportunity to ensure that no important information has been missed.

Country Limits

The Capita criteria includes a requirement for the country of domicile of any
counterparty to be very highly rated. This is a requirement on the basis that it will
probably be the national government which will offer financial support to a failing
bank, but the country must itself be financially able to afford the support. The
Council’s list of acceptable counterparties will include a limit on the maximum
amount that can be invested in all counterparties domiciled in a single country
(except for the UK) in order to mitigate sovereign risk.

Investment Strategy

The investment strategy shall be to only invest in those institutions which are
included in the counterparty list, and only to lend up to the limit set for each
counterparty. Periods for which loans are placed will take into account the outlook
for interest rates and, to a lesser extent, the need to retain cash flows. There may
be occasions when it is necessary to borrow to fund short-term cashflow issues, but
there will generally be no deliberate intention to make regular borrowing necessary.

Policy on the use of external service providers

External investment managers will not be used, except to the extent that a Money
Market Fund can be considered an external manager.

The Council uses Capita Asset Services as its external treasury management
adviser, but recognises that responsibility for treasury management decisions
remains with the organisation at all times. Undue reliance on our external advisers
will be avoided, although the value of employing an external adviser and accessing
specialist skills and resources is recognised.

Scheme of Delegation

(1) Full Council
- Approval of annual strategy
- Other matters where full Council approval is required under guidance or
statutory requirement

Cabinet
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- Approval of updates or revisions to strategy during the year
- Approval of Annual Treasury Outturn report

(i)  Corporate Governance Committee
- Mid-year treasury management updates (usually quarterly)
- Review of treasury management policy and procedures, including making
recommendations to responsible body
- Scrutiny of Treasury Management Strategy/Annual Investment Strategy
and Annual Treasury Outturn report.

(iv) Assistant Director, Strategic Finance and Property
- Day-to-day management of treasury management, within agreed policy
- Appointment of external advisers, within existing Council procurement
procedures

Role of Section 151 Officer

43. The Section 151 Officer is the Assistant Director, Strategic Finance and Property
who has responsibility for the day-to-day running of the treasury management
function.

Pension Fund Cash

44.  This Council will comply with the requirements of The Local Government Pension
Scheme (Management and Investment of Funds) Regulations 2009, which were
implemented on 1% January 2010, and will not pool pension fund cash with its own
cash balances for investment purposes. Any investments made by the pension fund
directly with the County Council after 15 April 2010 will comply with the
requirements of SI1 2009 No 393.
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ANNEX

|=

ANNUAL STATEMENT FOR THE DETERMINATION OF THE ANNUAL MINIMUM
REVENUE PROVISION (MRP)

Statutory regulations introduced in 2008 require local authorities to make prudent provision
for the repayment of debt raised to finance capital expenditure. In addition a statement of
the level of MRP has to be submitted to the County Council for approval before the start of
the next financial year.

Prudent Provision.

The definition of what is prudent provision is determined by each local authority based on
guidance rather than statutory regulation

It is proposed that provision is made on the following basis:

Government supported borrowing (through the formula grant system):

Retention of the pre 2003 arrangements whereby provision for repayment is based on 4%
of outstanding debt (i.e. repayment over approximately 25 years) including an optional
adjustment used in the transition to the new system in 2004 to avoid debt repayment being
higher than under the previous system.

Prudential (unsupported) borrowing and expenditure capitalised by direction of the
Secretary of State and certain other expenditure classified as capital incurred after 15 April
2008:

Provision to be based on the estimated life of the asset to be financed by that borrowing,
with repayment by equal annual instalments.

The County Council will also look to take opportunities to use general underspends and
one off balances to make additional (voluntary) revenue provision where possible to
reduce ongoing capital financing costs. In 2014/15, voluntary contributions of £6.4m are
planned. The MTFS 2015-19 includes further voluntary contributions of £2.9m (2015/16),
£5.6m (2016/17), £2m (2017/18) and £2m (2018/19).

Financial Implications

MRP is a constituent of the Financing of Capital budget shown within Central ltems
component of the revenue budget and for 2015/16 totals £14.9m (includes £2.9m
voluntary contributions). This comprises £14.5m in respect of supported borrowing and
£0.4m in respect of unsupported borrowing incurred since 2008/9.

The extent of unsupported borrowing required to finance the capital programme is not
directly linked to any specific projects thus in determining the average life of assets an
average of 25 years has been taken as proxy for the average life of assets contained
within the discretionary component of the Capital Programme.
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ANNEX 2

PRUDENTIAL AND TREASURY INDICATORS

In line with the requirements of the CIPFA Prudential Code for Capital Finance in local
authorities, the various indicators that inform authorities whether their capital investment
plans are affordable, prudent and sustainable, are set out below.

A further key objective of the code is to ensure that treasury management decisions are
taken in accordance with good professional practice and in a manner that supports
prudence, affordability and sustainability. The indicators for Treasury management are set
out in this paper.

Compliance with the Code is required under Part | of the Local Government Act 2003.

2014/15 2015/16 2016/17 2017/18 2018/19
Estimate | Estimate | Estimate | Estimate | Estimate
Capital Expenditure £53.1m £84.7m £94.2m £47.1m £32.9m
Capital financing £299m £284m £267m £254m £242m
requirement
Ratio of financing 8.66% 7.58% 8.39% 7.25% 7.20%
costs to net revenue
stream
Impact on Band D £4.51 £4 .40 £4.32 £4.25 £4.17
Council Tax

The projected level of capital expenditure shown above, differs from the total of the
detailed four year programme presented in this report as an allowance has been provided
to cover estimated additional resources that may become available to the authority during
the course of a year, typically further developer contributions arising from housing
development. Capital expenditure for 2017/18 and 2018/19 is less than previous years as
government funding for C&FS has not yet been announced.

The capital financing requirement measures the authorities need to borrow for capital
purposes and as such is influenced by the availability of capital receipts and income from
third parties e.g. developer contributions. The decreasing balance in the capital financing
requirement reflects the change in government resources from supported borrowing
allocations to capital grant, the recognition in the Capital Strategy for no or limited
unsupported borrowing and the Councils policy to make additional contributions of
voluntary MRP to reduce ongoing capital financing costs.

The prudential code includes the following as a key indicator of prudence:

‘In order to ensure that over the medium term net borrowing will only be for a capital
purpose, the local authority should ensure that net external borrowing does not, except in
the short term, exceed the total of capital financing requirement in the preceding year plus
the estimates of any additional capital financing requirement for the current and next two
financial years’. It is anticipated this requirement will be met having taken into account
current commitments, existing plans, and the proposals in the budget report.
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The key indicator of affordability is the impact of capital expenditure on Council Tax. This
is falling over the periods shown and reflects the reduction due to MRP and the decision
for no new unsupported borrowing.

In respect of external debt, it is recommended that the Council approves the following
limits for its total external debt for the next four financial years. These limits separately
identify borrowing from other long term liabilities such as finance leases. The Council is
asked to approve these limits and to delegate authority to the Director of Corporate
Resources, within the total limit for any individual year, to effect movement between the
separately agreed limits for borrowing and other long term liabilities. Any such changes
made will be reported to the Cabinet at its next meeting following the change.

There are two limits on external debt: the ‘Operational Boundary’ and the ‘Authorised
Limit’. Both are consistent with the current commitments, existing plans and the
proposals in the budget report for capital expenditure and financing, and with approved
treasury management policy statement and practices. They are both based on estimates
of most likely, but not worst case scenario. The key difference is that the Authorised Limit
cannot be breached without prior approval of the County Council. It therefore includes
more headroom to take account of eventualities such as delays in generating capital
receipts, forward borrowing to take advantage of attractive interest rates, use of borrowing
in place of operational leasing, “invest to save” projects, occasional short term borrowing
to cover temporary revenue cash flow shortfalls as well as an assessment of risks involved
in managing cash flows. The Operational Boundary is a more realistic indicator of the
likely position.

Operational boundary for external debt

2015/16 | 2016/17 | 2017/18 | 2018/19

£m £m £m £m
Borrowing 289.8 280.9 271.0 270.6
Other long term liabilities 1.3 1.2 1.1 1.0
TOTAL 2911 282.1 2721 271.6

Authorised limit for external debt

2015/16 | 2016/17 | 2017/18 | 2018/19

£m £m £m £m
Borrowing 299.8 290.9 281.0 280.6
Other long term liabilities 1.3 1.2 1.1 1.0
TOTAL 301.1 292.1 282.1 281.6

In agreeing these limits, the Council is asked to note that the authorised limit determined
for 2015/16 will be the statutory limit determined under Section 3(1) of the Local
Government Act 2003.

Comparison of original 2014/15 indicators with the latest forecast

In February 2014 the County Council approved certain prudential limits and indicators, the
latest projections of which are shown below:

Latest
Projection

Prudential
Indicator
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Set 19/01/15
2014/15
Actual Capital Financing Costs as a % of Net Revenue Stream 7.24% 8.66%
Capital Expenditure £64.3m £53.1m
Operational Boundary for External Debt £310.5m £306.5m
Authorised Limit for External Debt £320.5m | £316.5m
Interest Rate Exposure — Fixed 50-100% 96%
Interest Rate Exposure — Variable 0-50% 4%
Capital Financing Requirement £303m £299m

The latest forecast of external debt, £285.6m, shows that it is within both the authorised
borrowing limit and the operational boundary set for 2014/15. The maturity structure of
debt is within the indicators set. The latest projection for the Capital Financing
Requirement includes voluntary additional provision of £6.4m in 2014/15 (funded from the
2014 MTFS and 2014/15 forecast revenue underspends — see MRP strategy). This has
led to the increase in the latest projection of actual capital financing costs, to 8.66%
compared with the original indicator of 7.24%.

Treasury Management Indicators

The Local Government Act 2003 requires the County Council to ensure that treasury
management is carried out with good professional practice. The Prudential Code includes
the following as the required indicators in respect of treasury management:

a) Upper limits on fixed interest and variable rate external borrowing.
b)  Upper and lower limits for the maturity structure of borrowings.
c) Upper limit for principal sums invested for periods longer than 364 days.

After reviewing the current situation and assessing the likely position next year, the
following limits are recommended:

a) An upper limit on fixed interest rate exposures for 2015/16 to 2018/19 of 100% of its
net outstanding principal sums and an upper limit on its variable interest rate exposures for
2015/16 to 2018/19 of 50% of its net outstanding principal sums.
b)  Upper and lower limits for the maturity structure of its borrowings as follows:

Amount of projected borrowing that is fixed rate maturing in each period as a
percentage of total projected borrowing that is fixed rate:

Upper Limit % | Lower Limit%
under 12 months 30 0
12 months and within 24 months 30 0
24 months and within 5 years 50 0
5 years and within 10 years 70 0
10 years and above 100 25

c)  An upper limit for principal sums invested for periods longer than 364 days is 0% of
the portfolio.

The County Council has adopted the CIPFA code of Practice for Treasury Management in
the Public Services.
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ANNEX 3

POLICY ON APPROVED ORGANISATIONS FOR LENDING

APPROVED ORGANISATIONS FOR LENDING

Institution Maximum Sum Outstanding/Period
of Loan

UK Clearing Banks and UK Building£20m/6 months up to

Societies £50m/12months

UK Debt Management Office No maximum sum outstanding/12
months

UK Government Treasury Bills No maximum sum outstanding/12
months

Foreign Banks £10m/6 months up to £15m/12
months

£25m limit within any AAA-rated
fund. £125m maximum exposure to
all Money Market Funds

£10m/12 months

Money Market Funds

UK Local Authorities

The list of acceptable institutions will mirror the list of suggested counterparties maintained
by Capita Asset Services, except the maximum maturity period will be restricted to 1 year
and no institution with a suggested maturity period of 100 days or less will be excluded.

LIMITS FOR INDIVIDUAL FINANCIAL INSTITUTIONS

UK Banks and Building Societies

Maximum Sum Outstanding £50m £30m £20m
Maximum Loan Period 1 year 1 year 6 months
General description ‘Special Not ‘special Included in
Institutions’ institutions’ Capita List
(i.e. part UK- | and included | for period of
Government | in Capita list | 6 months
owned) and | for period of 1
included in year or more
Capita list for
period of 1
year or more

Overseas Banks

Maximum Sum Outstanding £15m £10m

Maximum Loan Period 1 year 6 months

Minimum Fitch Ratings Included in Included in
Capita list for | Capita List for
period of 1 period of 6
year or more | months

A maximum of £30m can be invested with all banks domiciled within a single country.
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Some financial institutions have both a parent company and a subsidiary that are licensed
deposit takers in the UK. Where this is the case a ‘group limit’ will apply, and this will be
the limit that is given to the parent company.

In some cases the parent company will be an overseas institution and they will have UK-
registered subsidiaries. Where this is the case the parent company limit will apply at a total
group level, even if this limit is less than would be given to the UK subsidiary on a stand-
alone basis. Any money invested with a UK subsidiary of an overseas institution will be
classed as being invested in the country of domicile of the parent, if the parent is an
overseas institution for country-maximum purposes.

If the credit rating of an individual financial institution decreases to a level which no
longer makes them an acceptable counterparty the Assistant Director, Strategic Finance &
Property will make a decision on what action to take and report it subsequently to the
Cabinet and/or Corporate Governance Committee. It should be noted that there will be no
legal right to cancel a loan early, and any premature repayment can only be made with the
approval of the counterparty and may include financial penalties. Similar actions will be
taken if a counterparty is downgraded to a level which allows them to remain on the list of
acceptable counterparties, but where the unexpired term of any loan is longer than the
maximum period for which a new loan could be placed with them.
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M Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE
20 FEBRUARY 2015

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES

RISK MANAGEMENT UPDATE

Purpose of the Report

1. One of the key roles of the Committee is to ensure that the Council has
effective risk management arrangements in place. This report assists the
Committee in fulfilling that role by providing a regular overview of key risk areas
and the measures being taken to address them for the quarter ended 31
December 2014. This is to enable the Committee to review or challenge
progress, as necessary, as well as highlight risks that may need to be given
further consideration. This quarter’s report covers:

a) The Corporate Risk Register (CRR) —an update including the addition and
removal of risks

b) The review and revision of the Risk Management Policy and Strategy

c) A re-assessment of the Council's risk management maturity

d) An update on counter-fraud initiatives.

e) Requirements under the Local Government Transparency Code 2014 to
report fraud data

Corporate Risk Register (CRR)

2. The Council maintains departmental risk registers and a Corporate Risk
Register (CRR). These registers contain the most significant mitigated risks
which the Council is managing and are owned by Directors and Assistant
Directors.

The CRR is designed to capture strategic risk, which by its nature has a long
time span. Risk owners are engaged and have demonstrated a good level of
awareness regarding their risks. The full CRR is attached as Appendix A.

3. The CRRis a working document and therefore assurance can be provided that,
through timetabled review, high/red risks will be introduced to the CRR as
necessary. Equally, as further mitigation actions come to fruition and current
controls are embedded; the risk scores will be reassessed and this will result in
some risks being removed from the CRR and reflected back within the relevant
departmental risk register.

Key changes since the CRR was last presented to the Committee in November
2014 are:
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i. Addition of new risk:

o Leicestershire Highways Operations (LHO) - Financial Information
System Implementation Project. The Project has highlighted a number
of issues around payment of invoices, limited resources, and reliability
of management information produced. A number of urgent actions
have been agreed to oversee the project to conclusion.

The nature of this risk is similar to an existing risk 10 — Liquidlogic
Adults System (LAS) Phase 2 Project: risks to operational business as
usual and compliance with reporting requirement of the Care Act 2014.
Therefore the overall risk description has been reworded as follows:

Disruption to business as usual as a result of delays in embedding
systems, processes efficiently and effectively

The LAS Phase 2 and LHO Project risks will both be combined and
incorporated under the above revised risk description.

ii Removal of risks:

¢ Risk 6 -The transition of Health Visiting (from NHS England) to local
authorities. [Previous rating: 20 / Revised rating: 12] The funding
allocation has now been agreed with NHS England for the transfer of
Health Visiting including Commissioning for Quality and Innovation
(CQUIN) payment and commissioning support. The service
specification has been published and the Health Visiting Assurance
Board continues to work with colleagues to move forward the transition
into the County Council.

e Risk 11- Failure by Members to comply with the new Information
Security Policy (Previous rating: 16 / Revised rating: 8). Auto
forwarding facility for emails has been removed from all Members’
County Council email accounts. All Members are accessing their
County Council emails via CITRIX or LCC provided Ipad.

At its meeting on 24 November 2014, the Committee requested that a
presentation be provided on the risks associated with the ability to deliver
savings and efficiencies through service redesign and the transformation
programme as required in the MTFS as detailed in the CRR (Risk 1). This will
be undertaken as part of this agenda.

The latest assessment of the highest ranking risks is shown in the table below.
Where a change has taken place to the current risk score a note is included.
The arrows explain the direction of travel for the risk, i.e. where it is expected to
be within the next twelve months after further mitigating actions, so that: -
a) A horizontal arrow shows there’s not much movement expected in the risk;
b) A downward pointing arrow shows there’s expectation the risk will be
mitigated towards ‘medium’ and would likely be removed from the register;
c) An upwards pointing arrow would be unusual since it would show that the
already high scoring risk is likely to be greater.
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Dept./ CRR | Risk Description Current Update Direction of
Function | Risk Risk Travel
No Score (Residual
(incl Risk Score
changes) over the next
12 months)
Medium Term Financial Strategy (MTFS)
All 1 Risk around the 25 MTFS approval process in place.
ability to deliver MTFS includes increased savings <:>
savings and and focus on demand
efficiencies management. Investment in Expected to
through service transformation programme in remain
redesign and terms of capacity, capability, and *high/red’
transformation as improved governance
required in the
MTFS.
C&FS 2 | Cost of school 16 The risk of the County Council
sponsorship to being responsible for a large deficit <:>
the County budget in a secondary school is
Council prior to reduced as most schools are now Expected to
conversion academies. However, there is an remain
increased risk of rising deficit *high/red’
budget in any schools prior to
sponsored academy conversion.
Whilst no further schools have
been placed into an OFSTED
category, the budget set aside for
covering the cost of previous
sponsorship is now depleted.
Health & Social Care Integration
ARC 3 Proposals in the 25 Further work is taking place at the
Government's East Midlands Finance Group in
Care Act which January 2015 to refine the
provide for very Lincolnshire model Expected to
significant remain
changes and *high/red’
implications for
Adult Social Care
and the whole
Council.
(see Risk 4 for
BCF)
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CE

Risk to Health
and Care Partners
failing to deliver
integrated care to
the local
population
(including via the
Better Care Fund
(BCF) plan

12

Following the submission of
additional supporting material on
28th November 2014, the BCF plan
was moved to ‘approved’ by NHS
England. Delivery against the BCF
programme plan continues with no
additional red risks being flagged in
this quarter. Key delivery highlights
include:

e 1st November additional capacity
within Single Point of Access
went live to provide GP’s and
East Midlands Ambulance Service
with a faster response time
supporting the avoidable
admissions metric.

¢ The Unified Prevention Board
has established key priorities to
support the development of a
joint commissioning plan.

¢ Number of people accessing the
Older Persons Unit and the Night
Nursing service is increasing.

e 79 paramedics trained to date on
the Falls Risk Assessment Tool.

The Better Care Together (BCT)
Programme Risk Register is being
developed. Once finalised this will
enable alignment between BCT
risks and BCF integration risk
register.

-

Expected to
remain
medium/
amber

All

Challenges
caused by the
Welfare Reform
Act.

25

National Audit Office (NAO)
published a report in November
2014. This updates progress since
the Universal Credit timetable was
reset. The timetable for the
transfer of claimants to universal
Credit has been put back by two
years, but even by 2019 it is not
expected that all claimants will
have transferred.

-

expected to
remain
*high/red’

ICT, Information Security

CR

6

Maintaining ICT
systems and
having the ability
to restore
services quickly
and effectively in
the event of an
outage.

15

Second Disaster Recovery test
successfully completed

1yt

Expected to
move to
medium/

amber
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CR 7 | Continuing risk of 16 Some further work is required
failure of before latest PSN submission is
information approved Expected to
security. move to
medium/
amber
All 8 | Failure by the 15 Clear programme of work
County Council to underway addressing people, data <:>
provide effective and systems issues.
business Expected to
intelligence to Approach to new Target Operating remain
services will Model agreed. *high/red’
restrict
implementation of Transformation priorities are
effective driving specific improvements and
strategies, work packages.
impacting council
wide priorities
and delivery of
the
Transformation
Programme.
CR 9 | Insufficient 16 New Strategic Information &
capacity to Technology (SI &T) structure in <:>
provide place. New Work Programme
Information & process in use. Resource Expected to
Technology management tool to be remain
solutions. implemented in next two months. *high/red’
Continued unknown level of
demand from Transformation
projects.
All 10 | Disruption to 15 LAS Phase 2 Project

business as usual
as a result of
delays in
embedding
systems,
processes
efficiently and
effectively

Internal Audit recommendations
are being addressed. The core
roadmap releases remain high risk
due to the delay in receiving the
system updates. The level of risk is
expected to fall during the summer
months but will increase in the
autumn due to the next roadmap
releases although there currently
appears to be more time for user
testing. Emphasis on clearing
payables and charging issues.

Leicestershire Highways Operations
(LHO) - Financial Information
System Implementation Project.
Action plan developed to conclude
project. Temporary arrangements
in place to assist clearing invoice

1yt

Expected to
move to
medium/

amber

gt

Expected to
move to
medium/
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issues.

amber

C&FS

11

Retention of
children’s case
files beyond Data
Protection Act
(DPA)
requirements

16

Note: No change from previous
reported position.

-

Expected to
remain
‘high/red’

Transportation

E&T

12

Impact of an
increase in
unplanned and
speculative local
developments to
address the
shortfall in the
five year housing
supply which
could have an
adverse impact
on the
functioning of the
transport
network.

15

Note : No change to previous
reported position

!

Expected to
move to
amber

Partnershi

Worki

ng

C&FS

13

Outcomes
relating to
Supporting
Leicestershire
Families (SLF) not
being achieved.

15

Phase one of Payment by Results
now complete.

Cost benefits work underway.
Entered phase two early so further
funding available to Leicestershire,
via Troubled Families Unit.

Expected to
remain
*high/red’

CE

C&FS

14

Partnership
relationships -
Community
Safety are not
effective due to
the difficulties of
maintaining a
working
relationship with
the Police and
Crime
Commissioner
(PCC)

15

Partnership Summit held in
December. Plans being developed.

-

Expected to
remain
*high/red’

E&T

15

LLEP-insufficient
funding for
transport
schemes to

deliver economic

20

Revised management and
governance arrangements including
establishing a Resources Group to
oversee finances.

—

Expected to
remain red
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growth and LTP3
/Strategic Plan.
Risk regarding
match funding
requirement for

the Council
Commissioning & Procurement
CR 16 | The Authority 15 Programme of work underway to
does not obtain help mitigate this risk as part of the
the required Effective Commissioning Enabler
value and level of (Transformation Programme) and
performance from business continuity arrangements Expected to
its providers and move to
suppliers ‘medium/
amber’
Environment
E&T 17 | Reduced recycling 15 First six months indicated that the
performance Decreased | recycling level has dropped but is
from 16- | unlikely to be a major drop over
both the year (impact reduced to 3) Expected to
impact | however it is unlikely that the remain red
and position will be recovered
likelihood | (likelihood increased to 5)
Specific Update - EPH
A&C 18 | Risk to the 12 By the end of December 2014,

County Council
surrounding
transfer of nine
Elderly Persons
Homes.

Leicestershire County Care Limited
(LCCL) has made capital payments
totalling £1.585m against the
outstanding sum of £3.245m.

The balance outstanding is
£1.66m. LCCL continues to comply
with the terms of the new financial
agreement, making monthly capital
payments of £20k, and timely
interest payments at a rate of
7.5% (current Bank of England
Base Rate, plus 7%). Interest
received up to the end of
December 2014 amounted to
£362,000.

—

Expected to
remain
‘medium /
amber’
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Risk Management Policy and Strategy

6.

The Council’s Risk Management Policy and Strategy has been reviewed, and
revised and was submitted as an appendix to the report on the Medium Term
Financial Strategy to the Cabinet on 6 February and full Council on 18
February.

Within its Terms of Reference, this Committee has a responsibility to monitor
the arrangements for the identification monitoring and management of
strategic and operational risk within the Council. Therefore, the
recommendation to Cabinet is to approve the Risk Management Policy and
Strategy subject to consideration by the Corporate Governance Committee with
delegation to the Director of Corporate Resources to amend it if necessary.

A copy of the revised Policy and Strategy is included in Appendix B.

Risk Maturity Assessment (Section 4.0 of the Strategy)

8.

10.

11.

The last independent assessment of the Council’s risk maturity framework was
undertaken in September 2011 which concluded that the Council’s risk
management maturity was between Level 2 ‘Happening’, and Level 3 ‘Working’.
Following that, Corporate Risk Management Group set itself a target of
achieving Level 4 ‘Embedded and Working’ by 2014/15. An internal audit of the
risk management framework design and associated governance in December
2013 reported ‘substantial’ assurance.

Given the detailed review and revision of the Policy and Strategy, a decision
was taken to re-assess (audit) the Council’s maturity. However, since the Head
of Internal Audit Service is now responsible for the administration and
development of, and reporting on, the Council’s risk management framework, in
accordance with the Internal Audit Charter (approved Corporate Governance
Committee in November 2014) the current maturity audit was overseen by a
senior manager from outside of the Service.

The audit scored the Council’s level of risk maturity as between levels 3
“Working” and 4 “Embedded and Working”; concluded that there had been
significant progress since the previous review (2011) and, by and large, a
robust framework underpinning risk management exists within the Council.

Significant progress has been made to improve maturity from the previous
assessment, but nevertheless, further development is necessary in some of the
core areas. The short term vision (within the calendar year 2015) is to
implement the improvements recommended in the risk maturity assessment to
prove we have fully achieved level 4 ‘Embedded and Working’ across all core
areas where required. Thereafter, subject to resources available, consideration
will be given to whether it is practical and affordable to move further along the
risk management maturity scale for some core areas, towards the top score of
level 5 ‘Driving’.
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A copy of the risk maturity assessment summary is attached in Appendix C and
the draft action plan with associated recommendations is at Appendix D.
Risk Appetite (Section 9.0 of the Strategy)

The Council’s ‘risk appetite’ based on a combination of impact and likelihood
scoring criteria and escalation trigger points, was approved in February 2013 as
part of the Strategy. The current criteria and expected actions are shown in
Appendix E.

Analysis of the risks on the Corporate Risk Register revealed that if appetite
was increased, there would be a significant reduction in the number of risks that
are reported to the Corporate Governance Committee i.e. in the current
appetite scores of ‘15 and above’ are reported. At the end of quarter 2 (reported
to Committee on 24 November 2014) there were 18 risks in the domain. If the
appetite was increased to ‘16’ then 6 risks would have been removed and if it
was increased to ‘20’ then 13 risks would have been removed. This is shown in
Appendix F. The risks appearing on the Corporate Risk Register are broadly in
line in comparison with the Zurich Municipal Local Government Risk Ranking
report.

The current risk appetite has been reviewed and whilst it continues to be
actively monitored, it will remain unchanged for the time being.

Anti-Fraud Initiatives

Protecting the Public Purse 2014 (PPP 2014) — Fighting Fraud against Local

Government

14.

15.

In October 2014, the Audit Commission released PPP 2014 which was the
Commission’s last report in the PPP series before it closes in March 2015 (see
Para. 22 for further information). PPP 2014 focuses on the continuing progress
within local government to protect taxpayers’ money by fighting fraud. It
collates and summarises the information gathered in the Commission’s Annual
Fraud and Corruption Survey. Results published in PPP 2014 can be used to
benchmark performance in detecting fraud and to identify strengths, trends and
areas for improvement.

PPP reports are produced for those responsible for governance in local
government, particularly councillors. It is intended to help them protect
valuable and increasingly scarce public resources. PPP 2014 covers these
important themes:

e The scale and value of fraud detected by local government bodies in
2013/14;

e Whether fraud is in decline;
e Trends in housing tenancy (district level) and council tax discount fraud;
¢ Trends and threats in other significant fraud types;

¢ National developments impacting on local government counter fraud.
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The full report is available from the Audit Commission via the following link:

http://www.audit-commission.gov.uk/wp-content/uploads/2014/10/Protecting-the-Public-Purse-2014-Fighting-Fraud-against-Local-Government-online. pdf

16. The nationwide headline information from PPP 2014 is as follows:

e In 2013, the National Fraud Authority estimated that fraud cost local
government £2.1 billion, but this is considered to be an underestimate.

e In total, local government bodies detected fewer cases of fraud in 2013/14
compared with the previous year, continuing the decline noted in PPP
2013. However, their value increased by 6 per cent:

>

The number of detected cases fell by 3 per cent to just over
104,000, while their value increased by 6 per cent to over £188
million.

The number of detected cases of housing benefit and council tax
benefit fraud fell by 1 per cent to nearly 47,000, while their value
rose by 7 per cent to nearly £129 million.

The number of detected cases of non-benefit fraud fell by 4 per
cent to just over 57,400, while their value rose by 2 per cent to
£59 million.

e Councils will need to focus on the non-benefit frauds that present the
highest risk of losses, including those that arise from the unintended
consequences of national policies:

>

>

Between 2009/10 and 2013/14, councils consistently detected
more council tax discount fraud than any other type of non-
benefit fraud. In the most recent year, nearly 50,000 cases were
found, worth £16.9 million.

The number of detected cases of social care fraud has more
than trebled since 2009/10 to 438. In 2013/14, they were worth
£6.2 million.

Detected cases of insurance fraud rose from 72 in 2009/10 to
226 in 2013/14 and were worth £4.8 million.

e There is more reported fraud in the schools sector:

>

Detected cases of fraud in maintained schools have risen by 6
per cent to 206, worth £2.3 million. No comparable data exists
on fraud in non-maintained schools.

Most of these frauds were committed by staff, suggesting that
some schools may have weak governance arrangements that
mean they are more vulnerable to fraud.
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17. The table below shows the largest frauds categories that are that are most
relevant to the County Council:

Fraud Type Cases Value Value % Change
2013/14 2013/14 2012/13 (%)
(Em) (Em)
Council Tax Discount 49,428 16.9 19.9 -15%
Business Rates 84 1.2 7.3 -84%
Insurance 226 4.8 3.0 +60%
Procurement 127 4.4 1.9 +132%
Social Care 438 6.3 4.0 +57%
Economic / Third Sector 36 0.7 1.3 -46%
Disabled Parking 4.055 2.0 1.5 +33%
Concessions (Blue
Badges)
Internal (Staff) Fraud 1,474 8.4 16.8 -50%
Abuse of Position 341 4.0 4.5 -11%
Payroll 432 14 2.4 -42%
Maintained Schools 206 2.3 2.3 0%

18. Itis not possible to say whether the decline in some detected fraud represents
lower levels of fraud committed, or less detection by councils. In some
councils’, it may signal the effect of reduced investigatory resources. The
PPP2014 report recommends that Councils in particular should (i) protect and
enhance their investigative resources, so that they maintain or improve their
capacity to detect fraud (Para. 100); and (ii) focus on prevention and deterrence
as a cost-effective means of reducing fraud losses to protect public resources
(Para. 80).

19. Whilst the PPP outlines the main areas of fraud risk across local government,
each authority’s risk profile will be different. At its meeting on 24 November
2014, the Committee was presented with the Council’s revised Fraud Risk
Assessment. The Council’'s assessment took into account areas identified in
The National Fraud Authority, Fighting Fraud Locally (FFL), PPP reports,
information from the bi-annual National Fraud Initiative (NFI) exercise, Ministry
of Justice Bribery guidance and historical local information on reported fraud
cases. The results of PPP 2014 mirror the Council’s fraud risk assessment in
that an analysis of the number and value of reported fraud cases over the last
three years reveals relatively low numbers and values of fraud against the
Council.

20. PPP 2014 contained the revised checklist for the benefit of those ‘responsible
for governance’. The checklist was reproduced and disseminated to relevant
areas/officers that provided information for the fraud risk assessment, for them
to take on board recent developments and recommendations. The completed
checklist detailing our progress in each area is attached as Appendix G.
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Outputs from both the Fraud Risk Assessment and the revised checklist will be
used proactively to plan counter-fraud activity during 2015-16 including as part
of the Internal Audit Plan. Planned activity is recorded in the Action Plan of the
Anti-Fraud and Corruption Strategy, which is contained in a further agenda
item.

From April 2015, the Audit Commission’s counter-fraud activities will transfer to
new organisations:

e When the Commission closes, the National Fraud Initiative’s (NFI) data
matching service will transfer to the Cabinet Office.

e The remaining counter-fraud functions, including the PPP series and fraud
briefings, will transfer to the CIPFA Counter Fraud Centre. Whilst CIPFA
will not have the Audit Commission’s statutory powers to demand
completion of the annual Fraud and Corruption survey, it has stated that it
intends to request voluntary submissions, after the Commission closes.

Council Policies and Strategies to mitigate the risk of fraud and corruption

23.

24.

The Council’s policies and strategies on Anti-Fraud and Corruption, Bribery and
Money Laundering have been reviewed and revised.

The revised policies and strategies are contained in a separate report on this
agenda.

Local Government Transparency Code 2014

25.

26.

The Department for Communities and Local Government (DCLG) published a
revised Local Government Transparency Code (the Code) on 3 October 2014.
Local authorities in England are required to publish open data as specified in
the Code related to the following themes:

* expenditure over £500

» government procurement card transactions
» contract and tender information

* grants to voluntary, community and social enterprise organisations
* organisation chart

* senior salaries

* the pay multiple

* trade union facility time

* local authority land and building assets

* parking accounts and parking spaces

* fraud

* the Constitution.

The requirement to report on fraud is a new one. Local authorities are required
to publish data including the number of frauds in a financial year, the number of
accredited fraud investigators, the numbers of staff involved in fraud
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investigations and the total cost of fraud investigations. Being a non-benefit
authority, the reporting requirements for the County Council in relation to fraud
are not likely to be onerous. Details of individual cases are not required to be
published. In accordance with the deadlines established by the Code, 2013/14
data was published by 2 February 2015, with 2014/15 data (and subsequent
years) being published by 30 April each year.

Recommendation

27. That the Committee:

a) Approves the current status of the strategic risk, the addition of new risks
facing the Council and the updated Corporate Risk Register;

b) Notes the following:

e content of the revised Risk Management Policy and Strategy

e contents of the Risk Maturity Assessment Summary and the associated
action plan;

e risk impact and likelihood scoring criteria and escalation trigger points;

¢ contents of the risk map incorporating the corporate risks (November
2014);

¢ contents of the PPP 2014 - Checklist for councillors and others
responsible for governance;

e Council’s requirements under the Local Government Transparency Code
2014.

c) Make recommendations on any areas which might benefit from further
examination and identify a risk area for presentation at its next meeting.

Resources Implications

None.

Equal Opportunities Implications

None.

Circulation under the Local Issues Alert Procedure

Members News in Brief item covering the agreement reached with LCCL regarding
payment has been circulated to all members.

Background Papers

Report of the Director of Corporate Resources — ‘Risk Management Update’ —
Corporate Governance Committee, 25 November 2013, 10 February, 12 May, 23
September, 24 November 2014
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Officers to Contact

Chris Tambini, Assistant Director Strategic Finance and Property
Tel: 0116 305 6199
E-mail: chris.tambini@leics.gov.uk

Neil Jones, Head of Internal Audit Service
Tel: 0116 305 7629
Email: neil.jones@leics.gov.uk

Appendices

Appendix A - Corporate Risk Register

Appendix B - Risk Management Strategy and Policy

Appendix C - Risk Maturity Assessment Summary

Appendix D - Risk Maturity Assessment Action Plan

Appendix E - Risk scoring and escalation criteria 2014

Appendix F - Risk Map -Where CRR risks fall (November 2014)

Appendix G - PPP 2014 - Checklist for councillors and others responsible for
governance



Current Risk Score

Corporate Risk Register 15 to 25 Red (R) / High APPENDIX A
Updated: Dec-14 6 to 12 = Amber (A) / Medium
3to 5= Green (G)/Low
Current Risk Score Residual Risk
Risk Residual |Residual Residual
Department |Risk # |Risk Causes (s) Consequences (s) Risk Owner List of current controls Impact |Likelihood |Score |Further Actions / Additional Controls |Impact Likelihood |Risk Score
* Chancellor Autumn Statement 2014 . . -Upd_ate MTFS early_ 2015 to b_e .
- . Service Delivery . considered by Scrutiny Commission,
projected austerity and 2018/19, —— . . ) *MTFS approval processes in place ; . ;
- . *Negative impact on all services as further service cuts will be . h Cabinet and County Council. This
requiring LCC to find £120m savings f ) *Public consultation undertaken P L .
- ) required to reduce deficit o : will include additional savings
*Budget statement did not contain any *Monitoring processes in place at both -
- - *Continued focus on A&C and C&F
The County Council is unable to reference to costs of Care Bill reforms . departmental and corporate level
- ’ - . ) Reputation ; overspends
deliver savings and contain to Adult Social Care which could — . - . *Settlement reviewed and MTFS updated .
- . . - «Significant impact on reputation exacerbated by the need for  John Sinnott / . . . *Further work required to agree
All 1 growth through Service significantly impact savings gap ; . . - ) *Progress with savings monitored and reported 5 5 . 5 5
. - quick and potentially crude savings if a more considered CMT ) LY : Transformation process, resources
Redesign/Transformation as *Increased demand for the most to Scrutiny Commission regularly during
Y . . . approach not adopted and governance
required in the MTFS. vulnerable continues to increase: 2014/15 -Greater emphasis on
Adult Social Care / CYPS . . *Assistant Director Transformation in post er emp . -
L . . Einancial ) ) commissioning, active communities
«Significant efficiencies/savings - sImprovement to programme including
. - +Loss of income and demand management
already realised and implemented - . governance oy
I ) - *Restricted funding from other sources *Improved provision of management
thereby making it increasingly difficult - -
N ) e ) and performance information
to deliver unidentified savings
Service Delivery
*Local academy strategy objectives unachievable
«If sponsorship projects are approved Capital programme
slippage and delays to other major schemes
People
+Displaced children needing to be relocated if school closes *£2.5 million held in Dedicated Schools Grant
*Stress/pressure on pupils, parents, teachers reserves (Revenue). Further develop a robust criteria to
Reputation *On-going negotiations with sponsors and the use to determine the priority on the
*Sponsor schools walk away from arrangements unless Department for Education. demands on capital budget. Audit
C&FS 2 demands met *Updated conditions surveys prepared 4 4 underway in to the management of 4 4
«If the school continues to sustain underperformance (and no *Corporate School group to monitor sponsorships. Outcome is awaited
Local Authority schools that fail  +Sponsors are seeking building sponsor found) then the DfE could direct LCC to close the -P_roperty to ensure _capltal program delivers put eal_r!y |nd!cat|ons are that report
- ] . school. priority 1 and 2. Notice of Concern is served on is positive with robust systems in
Ofsted/consistently under repairs/updates before agreeing to : ] o .
. Financial each school giving the LA greater influence place
perform are directed to become a sponsor schools o . S .
*Demand on limited Dedicated School Grant (revenue) over decision making.
Sponsored Academy by the DfE. +Central agenda/strategy pushes for [ESOUICes
Under this arrangement and prior more conversion . . . .
. ) . +Diversion of capital funding from other schools
to conversion, there is a legal +Deficit budgets return to the Local . L
A . ] . «If schools closes there will be a negative impact on the
requirement for LCC to absorb  Authority at the point of conversion. ) .
. ) . . transport budget as the LA will have to transport children to
deficit budgets, as well as *No identified funding source to
S L . ] - other schools.
potentially incur additional high  support sponsorship projects
costs towards building repairs. Lesley Hagger /
Gill Weston
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Current Risk Score Residual Risk

Risk Residual |Residual Residual
Department |Risk # |Risk Causes (s) Consequences (s) Risk Owner List of current controls Impact [Likelihood |Score |Further Actions / Additional Controls |Impact Likelihood |Risk Score

«Continue modelling exercise on
scoping impact of Dilnot on service
Service Delivery users, including obtaining best
*Double the number of service users eligible . . practice from other local authorities
. . *Project Board (Director of Adults & - ; )
*Concern on how well changes will be understood by service L «Careful planning to avoid potential
. Communities is Programme Sponsor) . .
users/public . risk of making staff redundant when
established to oversee development and

. . . future new recruitment may be
delivery of an implementation plan required
*Department is engaging with emerging qui .
. : *Review of risks as changes
national and regional support programme for .
: : communicated
Mick Connell / the Bill.

eIncrease in LCC responsibilities and

costs

*National eligibility criteria increases

demand with no additional funding

(reform under funded)

Inability to establish long term Al §e:rwce|users (eX|st|n'g and new)
requiring a 'care account

delivery strategies as a result of e .
the Government's Care Act which irijai\’/)ic?:l]atltsjtal lifetime costs paid by

People
+Significant staffing and ICT resource implications
*Required additional staffing at a time where workforce

A&C 3 provide for very sngmfncant «Leicestershire more affluent therefore planning to be reduced Tony Dailide *Modelling is continuing to scope the impact on 5 Prepa.r ation for detall.ed analysis of 4 4
changes and implications for . : . new guidance/ regulation to plan for
; more of the costs which are currently _. . the budget using best practice from other . ]
Adult Social Care and the whole Einancial implementation.

self funded will pass to tax payer
«Additional costs are hard to quantify
precisely due to lack of information on
service users who currently fund and
manage their own care

*Uncertainty about formula used to
allocate funding

authorities, regional and national networks.
*National guidance for phase 1 has been
received and is being incorporated into
workstreams.

*Risks are being reviewed regularly

Council *Major impact on substantial savings/efficiencies required
*Additional operating costs associated (increased assessment
activity / care accounts)

+Significant reduction in income from charges

*More deferred payments for care costs

*Programme workstreams are
concentrating on key deliverables
required for April 2015

«Care Act funding will be allocated
for sufficient fte staffing to meet
carer assessment and self funder
assessments in 2015/16 to allow for
probable inaccuracies in modelling.

Service Delivery « Following approval, the County Council, the
« Failure to meet Health and Social Care Integration objectives two County Clinical Commissioning Groups
« Uncoordinated working leading to which are a key priority for both LCC, CCG and the NHS (CCGs) and the Health and Wellbeing Board
inefficiencies and a re dSction ingthe * Increased dependency on other health services directly finalised and submitted the BCF Plan to NHS
uality of inteqrated care to end users impacting LCC budgetary pressures England on 4th April 2014 (CCG MD's & CD) *The BCF Plan is an important
?Funzin subgect to national People *An Integration Executive was established to element of the overall strategy to
Risk to health and care partners e rforma?nce ; ssessment with « Limited early intervention or prevention due less planning oversee delivery of the BCF Plan and the transform health and care services o
failing to deliver integrated care p avment by results" for at least one ‘around the individual ' leading to higher costs of care within associated pooled budget and has been across Leicester, Leicestershire and O
to the local population, including n’:ez'ic v the system meeting monthly since March 2014 (CCG MD's Rutland over the next 5 years . The
the Better Care Fund (BCF). . . Reputation , . & CD) A directional 5 year strategy was A
CE 4 This could lead to the non- ng: 10 SCESGS If;lgaa;lloocva;cl)::nc;fnt? aen%CF * Loss of trust in partnership working, lack of public confidence ggﬁgﬂ? zégﬂ'ﬁk *A BCF programme plan, performance 4 3 (Al published for review and discussion 4 3 (Al
achievement of a number of N3|/-|S a rtnérs mugt ensure: a Better in integrated care solutions, commissioners viewed as Davenport i dashboard and risk register has been 12 with all local partners at the end of 12
national conditions and Care Iprun d Plan is develo é d and uncoordinated/fragmented/wasting public resources P developed, showing the milestones, metrics June and is expected to be finalised
performance thresholds, leading aporoved within a nationa’|) timescale: Einancial and financial requirements that partners need to in November 2014, along with the
to elements of the fund being O’:Eer national conditions are met: < If the plan does not deliver against metrics, some of the achieve within the BCF Plan (CD) production of a Strategic Outline
withheld. Achievement of the required ’ funding could be withheld (up to £10m) « Due to changes in national arrangements for case (CCG MD's & CD)
erformance level roqress a0ainst a *A proportion of the fund (£16m of £38m) is allocated to the BCF plans all areas are required to resubmit *Project Plans continue to be refined
gombination of nati%na?l and Iogcall protection of Social Care expenditure soak loss of income into their plans by the 19th September. In the in line with the BCF resubmission.
aareed measures by October 20 1y5 the fund could impact on this allocation. Conversely delays and meantime delivery continues through the (GW)
9 Y policy changes affecting how BCF plans are to be developed production and approval of individual business
and delivered may affect the ability of the fund to be allocated, cases for key elements of the BCF. (CCG MD's
leading to underspends within the BCF plan. & CD)
Service Delivery
-Decreased income *Service users losing support/income leading to a rise in *Social Fund claims are lower due to more
.Continual economic climate number of people needing support from LCC and other local focused eligibility criteria
-High unemplovment/Reduction in agencies *A&C finance team monitoring impact of benefit
wage increapseg People changes on departmental income and debt
OCt?anges in the benefit system *Families less able to maintain independence recovery
LCC and partners do not have «Introduction of Universal Credit ;Eégf:’:gsm identifying and implementing effective preventative Mick Connell / i.rgslbetn:gr?tt:gy plan approved and being +Options to mitigate loss of Local
All 5 Fhe capaglty to meet expected transfers responsibility to vulnerable *'Hard to reach' groups slip through the net Sandy McMillan /  «Information booklet on major WRA changes 5 5 Welfarg Fund being explorgd . 5 4
increase in demand caused by  people - . *Maintain awareness of legislative
. . . Reputation Tom Purnell developed and circulated to all A&C staff and L
the Welfare Reform Act *Inadequate information for business . . . . changes and timing of WRA roll-out
cases jeopardising robust decision *Cases of hardship / lack of support in media shared with CYPS
makin *Potential inspection +LCC agreed contribution towards the districts
OMoregdemand for advice services *Public confused as to which Agency has responsibility hardship funds to assist people in financial
*No central funding for Local Welfare HUEIeE ] . dlfﬁcy!ty . .
Provision post April 2015 *A&C debt increases 'Addltloqal contingency help for non collection
*Demand led budgets under more pressure of council tax

*Risk of litigation / judicial review
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Current Risk Score Residual Risk
Risk Residual |Residual Residual
Department |Risk # |Risk Causes (s) Consequences (s) Risk Owner List of current controls Impact |Likelihood |Score |Further Actions / Additional Controls |Impact Likelihood |Risk Score
Service Delivery
*Unable to deliver critical services
+Disruption to day to day operations *New SAN in place that includes functions to
+Loss of key information rapidly restore services in the event of an .
- ) . . . . *Review of current datacentres to
The County Council's services . . Loss of self service customer facing options / Public unable to outage L -
) *Business evolution and - . . address risks identified by the NCC
have a growing dependence on : " use all access channels *Resilient servers split over two sites
- dependencies cause additional load . . . report
ICT systems and infrastructure. P . People Liz Clark / « Servers have been virtualised so that they can . . [A]
VR, on existing infrastructure, reducing . _— . . . . . S . «Continue review of current plans to
CR 6 Hence maintaining ICT systems - ) Alternate business continuity arrangements likely to resultin  Roderick be quickly brought back into service if there is 5 3 . 4 3
. > resilience to failure ) ) . . ascertain gaps, to put forward
and having the ability to restore backlogs of work O'Connor an issue with the underlying hardware. ) 12
. . . . *Recovery plans are currently . . I improvement proposals
services quickly and effectively in Reputation *Disaster Recovery strategy, policy and plans . )
o fragmented - Lo . *Notification of all planned changes
the event of an outage is vital. *Negative stories in press are completed and signed off. . .
. . - . that may impact infrastructure
*Key partners impacted may influence contract renewals +Disaster test programme signed off and first
Financial and second planned tests successfully
*Potential penalties completed.
*Additional costs related to internal and external recovery
*Continued delivery of the Information
Security programme of work
Service Delive * Improved staff guidance developed
ry )
*Increased information sharing *Diminished public trust in ability of Council to provide services R . . and awareness sessions planned for
. . . . . * New, simplified Information Security and launch and implementation of refreshed
*Increased demand for flexible *Failure to comply with Public Service Network(PSN) Code of o : .
S . . ; L Acceptable Use policy signed off Information Security & Acceptable Use
working increases vulnerability of Connection standard would result in the Council being : . . li
o . . ) . oo *PSN compliance achieved and Project Board policy
personal, sensitive data taken offsite. disconnected from PSN services, with possible impact on ] : A ) « Personal responsibility for information
- . . . - overseeing embedding of PSN compliance into Sonal respc Y
. ; security will be included in new sta
The .resptl)n.'slbl!lty to .protect the +More hosted technology services delivery of some vital services business as usual ty will b luded taff
confidentiality, integrity, *Greater emphasis on publication of . . terms and conditions.
L . . « New governance model for information ) [A]
CR 7 availability and accountability of ~data and transparency People Brian Roberts / security being established 4 4 . Secure.data transfer is a planngd 4 3 (00)
information means there is a *Greater awareness of information +Loss of confidential information compromising service user  Liz Clark o . early deliverable for the Information & ~J
Lo . . - *Use of 2 level anti-virus software on internet Technolofgy Transf ion Enabl 12
continuing risk of failure of rights by service users safety L : echnolofgy Transformation Enabler.
) . . and email with further control on webmail +A Corporate Mobile Device
information security. *Increased demand to open up “Reqular penetration testing and enhanced IT p (
access to personal sensitive data and Reputation gular p 9 . Management will help control the
. A . . . health check as part of PSN compliance impact of potential data loss from
information to support integration of  *Damage to LCC reputation . . . ;
services and development of business Internal & External penetration testing took mobile devices - Roll out currently due
intelligence Financial place during June 14 to complete gtr 3 2014
9 ' “Financial It *MDM roll out to existing mobile devices *Ensure actions from penetration
Inancial penalties underway testing report are either implemented or
programmed before next PSN
submission
Service Delivery
*Inadequate information for business cases
*No clearly defined corporate S . .
. . . «Jeopardise importance of robust and effective evidence based
Business Intelligence (Bl) function L .
: decision making
Insufficient BI on customers and cost *Transformation priorities not being met
of services P 9 *Cross department review of Bl and Data
Failure by LCC to provide » Reduced research, performance and Management
. . . . - People . . "
effective business intelligence to finance support for projects o L o . . . . *Business Intelligence Board established and
: . . . +Difficulty in identifying and implementing effective preventative . .
services will restrict *Inadequate data quality and data action plan, focusing on 4 key work streams
. . . . measures ) :
All 8 implementation of effective sharing -Less productivity throuah duplication of work Liz Clark / has been prepared 5 3 « Data Management options and 5 3
strategies, impacting council wide *Demand influenced by P y 9 P Tom Purnell *Development of governance framework and delivery methods to be explored

priorities and delivery of the
Transformation Programme

unmanageable external environment
*Range of cultural, Information
Management, technology and skills
issues

*Incorrect predictions for growth (and
decline) For e.g. Waste

Reputation
Inaccurate returns to central government

*Unable to comply with increasing number of data sets
required under the Transparency Agenda

Einancial
*Risk of litigation/judicial review

TOM is underway
* Work has commenced on data and Bl work
programme

Page 3




Current Risk Score Residual Risk
Risk Residual |Residual Residual
Department |Risk # |Risk Causes (s) Consequences (s) Risk Owner List of current controls Impact |Likelihood |Score |Further Actions / Additional Controls |Impact Likelihood |Risk Score
«Additional work on IT Strategy
*Regular review of capacity versus
demand
» Work is underway to make significant *Review of workforce plans and
Imbalance of IT resources versus IT Service Delive improvements to the SI&T workprogramme and development of 3 month rolling plan
. ! ! . . .
) — process. The planned changes will improve *Further work to assess impact of
- . . requirements *Departmental and corporate objectives not met or delayed o -
Insufficient capacity to provide Demand outweighs suppl -Delavs to proiect delive prioritisation and demand management. strategy and transformation
Information & Technology 9 PRl ys toproj v Brian Roberts / Liz « SI&T staff action plan being implemented to activities
All 9 . : +Loss of knowledge and lack of " . 4 4 . 4 4
solutions to support major - . . Clark reposition staff to better respond to high *Review of all SI&T work
. continuity as a result of staff turnover Financial ) . s .
change projects . . . ) - . - demand for information and technology programme actviities against
and/or inadequate investment in skills <Failure to support delivery of efficiency programme and ICT solutions transformation proiects and
and competencies replacement projects 'Workfor;:e planning enablers proj
«IT solutions that enable mobile and flexible «Corporate prioritisation scoring
working and improve access to information are applied to all new work
being investigated and trialled. *Implementation of new prioritised
SI&T work programme from Sept 14
*Resources not bgmg available to LAS Project Phase 2
carry out the required tasks at the N . . N
. *Non compliance with legislation .
alloted time LAS Project 2
. . *Need for extra BAU resources to operate workaround .
«Software not being available when rOCesSes «Standard Project Gateway Controls LAS Phase 2
stated P : . *Project and Resource Plans (via PID) .
. . . *Delays in handling cases : . *None Identified
. . . *Funding not being available to . . *Active Risk and Issue Log
Disruption to business as usual . *Delays in processing Payments and Charges - . . .
as a result of delavs in finance the work required Sandy McMillian/  Project Governance through dedicated Project LHO [A]
All 10 . Y *Key staff leaving, on long term Paul Sharpe/ Phil Board 5 3 . 4 2
embedding systems, processes . . . LHO . *Local Re-Structure Cosultation ,
. . sickness, being assigned to other . . . : . Crossland *Updates to dependant project boards . 8
efficiently and effectively Service Delivery, Reputation, Financial «Structure in place,
work etc . *Suppliers putting LHO on stop Stock levels affected *Project set up to tackle outstanding
«Staff not available from A&C for user disruption to service ’ LHO issues
acceptance testing and/or any training ‘Re Etation consequences of payment issues *Process changes in Stores
when required P q payl *Temporary Staff to address payment issues
. *Overpayments, off contract spend, lack of Ml to understand
«Staff not available from ICT or other
. performance
Corporate Teams when required
Decommissioning of Adult Case
management System (SSIS) Service Delivery
C&F Management Team has « Service delivery adversely affected by out of date data
accept.ed advice from Legal Services Legal Services’ view is that any fines for not
to retain all data recorded on the People - . .
- . . retaining data when it should be retained for
. former case management system *Details of Vulnerable people at risk of disclosure A . . . .
Breach of Data Protection Act - (SSIS), as it is not practical to Lesley example in litigation, would be greater than if Review policy annually to see if
C&FS 11 retention of files longer than U P . Hagger/Walter Mc data is kept securely for longer than legally 4 4 position has changed 4 4
required physically go through thousands of Reputation Culloch required
q children’s records on the system and <Potential adverse media attention and public lack of q ’
make a judgement on what should or confidence Data securely held
should not be retained, given the Y
limited resource of staff that are Financial

‘qualified’ to make such decisions. * Potential financial penalties
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Current Risk Score Residual Risk
Risk Residual |Residual Residual
Department |Risk # |Risk Causes (s) Consequences (s) Risk Owner List of current controls Impact |Likelihood |Score |Further Actions / Additional Controls |Impact Likelihood |Risk Score
Service Delivery
«Significant increase in both the number and complexity of
planning applications received
*Increase in the number of appeals
*Negative impact on other core LCC strategies (LTP3)
*Working with district councils to help identify,
. . Nati . People prioritise and program work to establish housing «Continue to assist districts in
Lmnpfa(;tn(;f daangcsregiﬁlgzive local Cg\loavt:aorrr:rar:::tdir{:cgtluhsoz) srﬂlzhnoer\t:ge *Undue pressure on staff as expert and specific knowledge plans formulation of planning documents
de\eelo ments topa ddress the homes P required «Additional expertise resource recruited to predict county wide housing
sho rtfaﬁ in the 5 vear housin «Lack of 5 vear housing suppl «Safety issues/congestion/accidents for residents if schemes *Analysing different options for the phasing, requirements [A]
E&T 12 supply which coj d have an 9 District Ie\),el lans notgin ’I)SC}; not properly planned and approved Phil Crossland funding and delivery of transport infrastructure 3 5 «ldentify pinch points on transport 3 4
a dsgr);e impact on the “Pressure on gistricts for :arl *Monitoring number of applications and network early to begin design work 12
functionin %f the transport determination of planning a ylications Reputation structuring team to ensure they can be turned on potential schemes so that they
9 P P , 9 app ; «Difficulties to maintain reputation of being a quality and fair around as efficiently as possible, however there can be later funded by developers'
network. Increased developer 'know-how' High Authori is still L fti h . - .
-Shortage of expert resources ighways Autl qnty . is still a minimum amount of time that a in appropriate circumstances
*Developments in the wrong location transport assessment takes.
Financial
*Increase in legal costs
Loss of developer contribution
*Public funds needed to address impact of developers
Service Delive *Data project underway to increase provision,
ry . )
*Reduction in families supported quality and access and cost peneﬂt work on *Opportunities to nationally ring
*Increase in reactive service demand track to report on first cohort in October 2014 fence budgets to be discussed with
«Training for workers to achieve optimum gets
Improved outcomes and financial -Supporting families services not People outcomes with families at earliest opportunity ?ﬁgzgﬁiﬁemﬁmes to
benefits of Supporting PP 9 reope Lo . . . Lesley *Government announced a fourth year of PBR 9
. . I effective *Families and individuals do not achieve their potential L demonstrate reduced demand.
Leicestershire Families (SLF) are . . Hagger/Walter Mc funding into 2015/16 ) .
C&FS 13 - . o *Savings arising from SLF not agreed . . 5 3 «Cost benefits analysis to be shared 5 3
not achieved, leading to inability -Data unavailable/immeasurable on  Reputation Culloch/Jane +Leicestershire has now completed phase one with partners to proaress further
to financially sustain the SLF tepulalion . . Moore of PBR and pulled down additional funding into partne prog .
. . some outcomes +Loss of confidence in place based solutions conversation around future funding
service beyond its 2015/16 the pooled budget . .
L . «Leicestershire to enter PBR phase
. . *SLF Service is now fully up and running and .
Financial . ) two early therefore enabling us to
*Related services unable to reduce budgets if demand not merged mto. C&F Sferw.ces . draw down additional money into
decreased *Whole family working is being rolled out across the pooled budaet
a range of Services P 9
Service Delivery , Reputation etc John Sinnott/ *LCC contribution to review of SPB
Partnership relationships Difficulties of maintaining a working  <Disjointed, inconsistent and conflicting approaches in service David SPB, SPB Executive and associated groups, *New Police Role of Strategic
CE&C&FS 14 regarding Community Safety are relationship with the Police and Crime delivery Morgan/Jane PCC engagement in Leicestershire Community 3 5 Partnership developed to work 3 5
not effective Commissioner sLack of stakeholder engagement in Police and Crime Plan Moogre Safety Strategy Board, Police and Crime Panel between the Police and PCC and

Relationships between community safety partners breakdown
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Current Risk Score Residual Risk
Risk Residual |Residual Residual
Department |Risk # |Risk Causes (s) Consequences (s) Risk Owner List of current controls Impact |Likelihood |Score |Further Actions / Additional Controls |Impact Likelihood |Risk Score
*Provide resources to work up
business cases for transport
schemes so we can influence future
spending programmes.
*Engage with centre and LLEP to
develop more coherent working
relationships
- . Service Delivery, People and Reputation *Working with Housing Planning and
Insufficient/unknown funqlng for . *A transport system that does not support population and . Infrastructure, Leicester and
transport schemes to deliver *Changes to local and national : : *Fed into MTFS / LLEP / SEP processes . ; .
. . . economic growth, LTP3/Strategic Plan . Leicestershire Transport Advisory
E&T 15 economic growth and funding streams (i.e. SEP) Financial Phil Crossland 5 4 Group and Leicester City to 5 3
LTP3/Strategic Plan & availability <Lack of available match funding “Major impact on funding sources *Development of Enabling growth action plan incresse the prominencg of
of match funding. *Unkown funding for development of future schemes transport investment in delivery of
economic benefits.
*Understand future DfT funding
models in order to optimise
opportunities available
«Continue to develop future plan
*Continued discussion with Director
/ DMT
. . *Approach to Supplier continuity
Service Delivery
Serv!ce Dehy — . assurance (based on plans for
*Business disruption due to cost and time to re-tender the busi itical ) d
contract usiness critical services) un Jerway
. - «Contract Management Toolkit and
*Standards/quality not met resulting in reduced customer training interventions being
"Lack of robust contract maljagement satlsfa.ctlon. . . . . *The performance of the Authority's 23 'top’ developed as part of the Effective
/performance measures for in-house  +Relationships with providers/suppliers deteriorate contracts is monitored on a quarterly basis to Commissioning Enabler ©
The Authority does not obtain ?I:L\gfj:fness of supply chain People Brian Roberts / ensure that a robust approach is taken to (Transformation Programme) [A] o
the required value and level of ' supply reope . . managing performance. *Roll out of e-tendering to help
All 16 . *Reduced funding and resources *Additional workload where disputes arise Gordon 5 3 ! 4 3
performance from its . *Departmental and Corporate CCB ensure that make contract KPI's and
«Staff turnover leading to lack of McFarlane 12

providers/suppliers

continuity in contract management
«Insufficient investment in contract
management skills and competencies

Reputation
*Customer complaints

Financial

*VfM/Efficiencies not achieved

*Increased costs as LCC has to pick up the service again
*Unfunded financial exposure (MMI)

sufficient consideration is given to contract and
relationship management; and to managing
liabilities at the outset of the procurement.
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management more visible.
*Commissioning support model is
being developed to help strenghten
arrangements.

*New Commissioning &
Procurement Strategy identified
range of additional measures to be
implemented




Current Risk Score Residual Risk
Risk Residual |Residual Residual
Department |Risk # |Risk Causes (s) Consequences (s) Risk Owner List of current controls Impact [Likelihood |Score |Further Actions / Additional Controls |Impact Likelihood |Risk Score
+2014/15 savings & efficiencies are identified ;'\:::g:; impact of collection
Service Delivery with vnew'to minimise impacts on performa'mce. Communicate potential impacts
*Monthly 'Waste Management Information clearly to partners once they are
*Reductions in recycling services (at report produced and circulated to management Y o part > ey .
fobri apparent to aid the decision making
county or district level) casued by People team. rocess
drive for efficiency savings Teople . . «Adoption by all Partner authorities of the P . . .
s *Reduced customer satisfaction «Establish business case for service
*Decreased communication & updated LMWMS h
. marketing activity . Phil Crossland/ *Plans prepared with the central changes —
E&T 17 Reduced recycling performance | . Reputation ) S 3 5 *Develop robust communications 3 5
Increased residual waste - . - Holly Field communications team to ensure waste .
D . . +Drop in reputation & adverse publicity L ) plan for planned service changes
*Decreased material price for messages remain high profile. <Introduction of Improved monitorin
recyclables . . *RHWS contracts take material risk and gain . prove 9
. . - Financial - ) . and evaluation mechanisms for
*Changes in guidance / definition of o - . d lead bud «Continuing dialogue with contractors and RN
recycling osts mzrease (or income decrease) leads to budget WCAS WCaSte~ initiatives  or
overspen *Attend WDF user group, NAWDO etc to ontlnlt\:eA\t/?/Sggage w||(t user
understand proposed changes to recycling group, etc to keep up to
) date with planned changes to
calculations recycling calculation method
Service Delivery * New agreement in place with greater
« Adverse effect on smooth running of the EPH's restrictic?ns and uar’a)mtees 9
; g . « Officers continue to work closely
+LCC working closely with LCCL to ensure care . N
People riorities met and maintain high quality services with LCCL to finalise settlement of
The County Council transferred  LCCL has been unable to pay the full -« Disruption and anxiety to residents . P ) . gh quality [A] the account. [A] (@]
. Mick Connell / « LCC officer responsible for compliance g BN
A&C 18 nine Elderly Persons Homes balance due under the full deferred ) . . 4 3 «Strategic Finance (Corporate 4 3
; ) . Sandy McMillan  « LCCL made regular and timely capital and : )
(EPH’s) as going concerns to payment by March 2014. Reputation interest payment 12 Resources) continue to monitor 12
Leicestershire County Care Ltd » Negative media concerning treatment of elderly persons bay I . L financial activity of LCCL to ensure
. « LCC diligently considering various options: . .
(LCCL) in September 2012. The . ongoing performance against the
L " . . current / contingency
County Council is awaiting full Financial «Cabinet approval of options presented (Feb) new agreement
payment of the capital sum for * £1.72m outstanding debt P P P
the transfer.
Department
A&C = Adults & Communities E&T = Environment and Transport
CE= Chief Executives PH = Public Health
CR= Corporate Resources All = Consolidated risk
C&F = Children and Families Services
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APPENDIX B

Leicestershire County Council Risk Management Policy

1. All organisations face risk. Those organisations which stimulate effective and
efficient risk management (both threats and opportunities) and strive to create an
environment of ‘no surprises’ should be in a stronger position to deliver business
objectives, and attain improved services and better value for money.

2. Local government is undergoing a profound transformation. Continuing austerity,
increasing expectations and rising demand are creating a lasting change on the
management of local authorities. The movement from being service providers to
service commissioners and strategic partners, adds new layers of complexity and
risk, but also opens up new opportunities for innovation, transformation and
community engagement. The County Council recognises that in order to
successfully manage its own fundamental transformation, diverse opportunities
and risks, effective risk management is a vital activity. The Council will engender
a culture for managers where they are encouraged and supported to be
innovative but also to have a good understanding of risk and the implications of
their decisions.

3. This Risk Management Policy Statement and supporting documentation form an
integrated framework that supports the Council in the effective management of its
risk. In implementing the framework, we will provide assurance to our
stakeholders and partners that the identification, assessment, evaluation and
management of risk, plays a key role in the delivery and achievement of the
Council’s vision contained in its Strategic Plan 2014-18 and all of its other plans,
strategies and programmes.

4. Our risk management framework will be fit for purpose, reflect our size and the
nature of our various operations and use our skills and capabilities to the full. In
order for risk management to be effective and become an enabling tool, we will
ensure that we have a robust, consistent, formalised process of awareness,
management, monitoring and reporting throughout the Council.

5. This Policy has the full support of Members and the Chief Executive, who are
committed to embedding risk management throughout the Council and it requires

the co-operation and commitment of all employees to ensure that resources are
utilised effectively.

Signed: @/J&"/{M{k

Title: Chief Executive

Date: 15" January 2015 Review Date: December 2015
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Leicestershire County Council Risk Management Strategy

Introduction

Risk for this purpose is defined as:

Under the ISO31000 —

Risk is defined as:
Effect of uncertainty on objectives

Risk Management is defined as:
Coordinated activities to direct and control an organisation with regards to

risk

The Risk Management Strategy outlines how Leicestershire County
Council will use risk management to successfully deliver Service,
Departmental and Corporate objectives and priorities.

All organisations face a wide variety of risks, including risks to people or
property, financial loss, failure of new projects or ongoing service delivery
and damage to reputation. The County Council recognises that at a time
when public services are facing unprecedented cuts in funding and
undergoing a significant period of change, the effective management of
risk is needed more than ever.

Why do it?

The County Council’s Code of Corporate Governance sets out a
requirement to ensure that an effective risk management system is in
place. Risk Management is a business process that is used to identify,
assess, evaluate, review and report risks in a robust, systematic and
documented way. The process of risk management does not seek to fully
eliminate all risks, as this cannot be achieved. Rather, it acts to reduce the
residual risk to an appropriate level with which the organisation is
comfortable.

The approved Risk Management Policy and Strategy documents aim to
provide a framework within which risks can be identified, assessed and
managed.
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Benefits

Risk management is a tool that forms part of the governance system of
every public service organisation. When applied appropriately it can bring
multiple benéefits:

e Helps organisations achieve their stated objectives and improve the
delivery of intended outcomes.

¢ Helps managers to demonstrate good governance, better understand
their risk profile and better mitigate risks (particularly uninsurable
ones).

¢ Help the organisation to enhance political and community support and
satisfy stakeholders’ and partners’ expectations on internal control.

¢ Increased effectiveness of transformation projects and programmes.
¢ Improved efficiency of operations.

¢ Protection of budgets from unexpected financial losses.

e Protection of assets.

¢ Protection of reputation.

Protection of people

Risk Management Maturity

Across all industries, sectors and organisations different levels of risk
management maturity exist. Risk management maturity refers to the
journey an organisation goes through when managing risk.

The Association of Local Authority Risk Managers (ALARM) has
developed and published a National Performance Model for Risk
Management in Public Services to illustrate what good risk management
looks like in a public service organisation. There are 5 levels.
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A detailed review' undertaken in January 2015 scored the Council’s level
of risk maturity as between levels 3 (“Working”) and 4 (“Embedded and
Working”). The assessment concluded that there had been significant
progress since the previous assessment (reported to Corporate
Governance Committee in September 2011 as between levels 2 and 3)
and, by and large, a robust framework exists underpinning risk
management within the Council.

A number of recommendations were made to further develop risk
management processes and an action plan will be produced to address
the recommendations.

1. Undertaken using the ALARM Performance Model by a Senior Internal Auditor not routinely involved in the
Council’s risk management framework, reporting to the Finance Manager within Strategic Finance to directly
avoid any conflict of interests. See section 8.0 ‘Risk Management Framework — the role of the Internal Audit
Service.

The Council will evaluate its risk maturity against ALARM guidance on a
three-yearly frequency (maximum) with the next review planned for
December 2017.

Our Vision

Our short term vision (within the calendar year 2015) is to implement the
improvements recommended in the risk maturity assessment to prove we
have fully achieved level 4 ‘Embedded & Working’ across all core areas
where required. Thereafter, subject to resources available, we will
consider whether it is practical and affordable to move further along the
risk management maturity scale for some core areas, towards the top
score of level 5 ‘Driving’. In practice, that would mean making progress
towards achieving the outcomes associated with each core area of
maturity as follows:

Core Area Outcomes
Leadership and e Senior management uses consideration
Management of risk to drive excellence through the

business, with strong support for well-
managed risk-taking.

Strategy and Policy e Risk management capability in policy
and strategy helps to drive organisational
excellence

People o All staff are empowered to be

responsible for risk management.
e The organisation has a good record of
innovation and well-managed risk-taking.

e Absence of a blame culture.
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Partnerships, Shared e Clear evidence of improved partnership
Risks and Resources, delivery through risk management and

that key risks to the community are being
effectively managed.

Processes e Management of risk and uncertainty is

well-integrated with all key business
processes and shown to be a key driver
in business success.

Risk Handling and o Clear evidence that risks are being
Assurance effectively managed throughout the

organisation.
e Considered risk taking part of the
organisational culture.

Outcomes and Delivery ¢ Risk management arrangements clearly

acting as a driver for change and linked
to plans and planning cycles.

6.0 Objectives

The Council supports the vision and will do this by:

Integrating risk management fully into the culture of the Council and
into the Council’s corporate and service planning processes;

Improving the framework for identifying, assessing, controlling,
reviewing and reporting and communicating risks across the
Council;

Improving the communication of the Council’s approach to risk
management;

Improving the coordination of risk management activity across the
Council;

Ensuring that the CMT, Corporate Governance Committee and
external stakeholders can obtain necessary assurance that the
Council is mitigating the risks of not achieving key priorities and
thus complying with corporate governance practice;

Enhancing the effectiveness of the current approach to managing
risks by developing and applying a structured approach to decision
making processes throughout the Council;

Managing risk in accordance with best practice.
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The risk management process is a continuous process involving the
identification and assessment of risks, prioritisation of them and the
implementation of actions to mitigate the likelihood of them occurring and
impact if they did. Our approach to risk management will be proportionate
to the decision being made or the impact of the risk. Our arrangements
will enable us to manage risks in a consistent manner, at all levels.

The risk management process can be illustrated as:

O

Risk
Identification

Have those events
which might create,
prevent or delay
achievement of the
County Council’s
objectives been
identified?

(&)

Managing Risk

Determine
whether the cost
of implementing
further mitigating
control is merited
when compared to
the risk reduction
benefits achieved.
Development of
further SMART
actions

(2)

Risk
Assessment

Have the risks
identified been
assessed using the
County Council’s
risk assessment
criteria?

&)

Review, Monitor
and Report

Using the Risk
Management
Matrix as an
indicator to the
frequency of
reviewing,
monitoring and
reporting risks.

&)

Identification and
assessment of the
controls already in

(©)

Using risk
management
information to

Review of place to mitigate Integration with | make informed
current each risk. Strategic decisions.
controls and If current risk score Planning and
accurate is still high even with Decision Making
assessment of | controls: -
current risk e Is the score
score correct?
e If so, does the

risk need

escalating?
Leicestershire County Council Page 6 10/02/2015




99

The LCC Risk Management Guidance on CIS provides full details of each
step within the above process. It also includes various tools and
templates that can be used to aid the whole cycle.

This process is applied through the Risk Management Framework detailed
in Section 8 below.

8.0 Risk Management Framework
Process
There is an established framework in which consistent application of the

process should ensure the flow of appropriate risk information across the
Authority as follows:

» — »

v}‘merg/ng 1sks

Departments will undertake a risk identification exercise at least annually,
as part of service planning. This will include:

Department Risks:

o Risks identified and assessed by managers at local/service area;

o Assessment will identify the risks to be managed within the service
area and those that may need to be escalated to the next level i.e.
department risk register;

o Development of the department risk register including:
o Department specific risks
o Risks that may have been escalated up from
local/service levels
o Relevant risks from programmes, projects and
partnerships
o Any department horizon scanning of emerging risks

. In line with Corporate methodology, key risks should be escalated

and reported to DMT regularly, settling clear accountability for
managing risks;
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o Review of department registers to identify continuing ‘high scoring’
risks for escalation to the Corporate Risk Register either individually
or consolidated with other risks.

This exercise will provide senior managers with a central record of
departmental risks, with a clear audit trail of where the risk originates from
and also provide assurance that risks are being managed.

Corporate and Cross-cutting risks - Corporate Risk Reqgister

This process will provide Directors and Members with a central record of
corporate risks, to ensure consideration is given to high ranking, strategic
risks that could impact the financial, political or reputational arena.

. Each quarter, department risk champions and management teams
will review department registers to identify and consider risks for
escalation to the Corporate Risk Register, either individually or
consolidated from Departmental Risk Registers;

. Internal Audit Service will confirm the quarterly reviews have been
consistently undertaken, and co-ordinate the production and
reporting of the Corporate Risk Register, through CMT and
Corporate Governance Committee

. Whilst most risks are expected to come through this route they may
not capture all of the strategic risks facing the Authority. Therefore
horizon scanning, information from relevant publications and
minutes from key meetings will also provide a basis for including
additional risks on the Corporate Risk Register.

Programme, Project and Partnership Risks

Risk implications relating to programmes, projects and partnerships will be
assessed and considered for inclusion within the departmental risk
registers as appropriate. This process will also recognise that partnership
working and the investment of County Council funding in that context is
becoming potentially more complex. Separate guidance on partnerships
is provided on CIS.

Business Continuity & Insurance

The Business Continuity Team co-ordinates the preparation of business
continuity plans at a corporate level and for each department. Such plans
aim to minimise the likelihood and/or impact of a business interruption by
identifying and prioritising critical functions and their resource
requirements. Critical risks will be captured through the service and
departmental risk reporting framework. Progress against business
continuity and insurance activities will also be regularly reported to the
Corporate Governance Committee.
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Support
The above process will be supported by the following:

. Ownership of risks (at appropriate levels) assigned to Directors,
managers and partners, with clear roles, responsibilities and
reporting lines within the Council;

o Incorporating risk management into corporate, service and business
planning and strategic and local partnership working;

. Use of the Risk Management Toolkit throughout the Authority

o Providing relevant training on risk management to officers and
Members of the Authority that supports the development of wider
competencies;

° Learning from best practice and continuous improvement;

o Seeking best practice through inter-authority groups and other

professional bodes e.g. the Association of Local Authority Risk
Managers (ALARM).

The Role of the Internal Audit Service

In the UK public sector, the provision of assurance services is the primary
role for internal audit. This role requires the County Council’'s Head of
Internal Audit Service (HolAS) to provide an annual internal audit opinion
based on an objective assessment of the overall adequacy and
effectiveness of the organisation’s framework of governance, risk
management and controls. The HolAS annual opinion and report informs
the County Council’s governance statement.

In order to be able to form such an opinion, the HolAS establishes a risk-
based plan to determine the priorities of the internal audit activity,
consistent with the organisation’s goals. The plan takes into account the
County Council’s risk management framework, including the current and
projected levels of risk maturity and appetite, which allows the HolAS to
determine the overall audit strategy and the level of additional audit
planning required. The plan is reviewed and adjusted as necessary, in
response to changes in the Authority’s business, risks, operations,
programs, systems, and controls.

The HolAS intends to continue to develop the approach to engagements
and terminology used so that it aligns wherever possible to the Authority’s
risk management processes.

Responsibility for the administration and development of, and reporting on,
the Council’s risk management framework transferred to the HolAS in the
summer of 2014 Whilst the HolAS does not identify, evaluate and manage
department or corporate risks, since that is a management function, the
Internal Audit Charter provides that any internal audit engagement
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covering the risk management framework, especially for the formation of
the annual opinion on the effectiveness of the control environment would
be overseen by someone outside of the Leicestershire County Council
Internal Audit Service (LCCIAS). The HolAS in conjunction with the
Director of Corporate Resources will determine the frequency of the
review and how it will be affected.

A risk maturity review was conducted by the Internal Audit Service in
January 2015. See section 4.0 for approach and conclusion.

Risk Appetite

Risk appetite is best summarised as “the amount of risk an organisation is
willing to accept” and is about looking at both the propensity to take risk;
and the propensity to exercise control.

Risk appetite and risk tolerance help an organisation determine what a
material risk is; what a high risk is; and what a low risk is. In deciding this,
the organisation can:

More effectively prioritise risks for mitigation

Better allocate resources

Demonstrate consistent and more robust decision making
Clarify the thresholds above which risks need to be escalated.

The Corporate Management Team (CMT) has collectively agreed that the
Authority currently exists in a ‘riskier’ environment and that this is likely to
continue. In reality this will mean creating a better understanding of
acceptable risk levels, depending on their impact and likelihood. Defining
levels allows risks to be categorized and appropriate actions assigned so
that the management of identified risks will be proportionate to the
decision being made, or the size of the impact on service delivery.

We will review risk appetite and tolerance annually to ensure risks are
being managed in the right place.

Risk Management Roles and Responsibilities

The following structure is unique to the Authority and is influenced by risk
maturity, resource capacities, skills sets, internal operations and existing
operating structures. The County Council’s risk management framework
aligns to existing structures and reporting lines. Full details of risk
management roles and responsibilities can be on Appendix A.
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e Cabinet
e Lead Members
e CMT

@binet:

Understands the key
risks facing the
Authority, determines
the level of risk and
ensures risk
management is
delivered to mitigate
risks.

Lead Members:

e Have responsibility for
understanding the risks
facing their areas of
accountability and how
these risks are being
managed.

CMT:

e Manages the level of
risk the Authority is
prepared to accept.

e Establishes a control
environment in which
risk can be effectively
identified, assessed
and managed

e Ensures progress
against mitigating
actions / controls for
risks on the corporate
risk register.

/

Corporate

(e Corporate \

Governance
Committee
(CGC)

o Corporate Risk
Management
Group (CRMG)

@C:

e  Ensures that an adequate
risk management
framework and associated
control environment is
always in place

. Monitor’s the arrangements
for the identification and
management of strategic
and operational risks.

CRMG:

. Provides assurance that
the risk management
framework and its
processes are effective.

103

\_ J

Krisk.

o

Service Managers:
Programme / Project /
Partnerships:

Risk Champions:

Staff:

Departmental

( o« DMT )

* Service
Managers

e Programme /
Project /
Partnership
Boards

\_ e Risk Champions /

Ensure that the risk \
management framework is
implemented in line with the
Councils Risk Management
Strategy, and guidance
Takes full ownership of risks
within their departmental risk
register and agrees risk
mitigation actions, assigns
defined timescales and
responsibilities — including
those departmental risks that
are also in the Corporate Risk
Register (CRR)

Take ownership of all risks
that fall within their remit
Provide assurance to DMT’s
that these risks are being
managed effectively.

Providing assurance that risks
and their implications are
managed effectively and
escalated if appropriate.

¢ Implement the risk
management framework
within their dept. and provide
support and challenge to DMT
and service managers.

Responsibility for gaining an
understanding of the risks
facing their area of
accountability and how these
risks are being managed.
Report promptly perceived
failures in existing control
measures that could increase

)

[ Internal Audit ]

[ e Internal Audit Service ]

Risk Management *:

e Review and challenge risk
actions

e Provide assurance that the
flow or risk information
throughout the Authority is
working effectively.

e Collates and co-ordinates,
risk management updates
for reporting to CMT and
CGG

Internal Audit:

¢ Review and challenge the
effectiveness of the risk
management framework
including controls in order
to form an independent
opinion.

Governance:

e Review and provide
assurance within the
Annual Governance
Statement that the
Authority’s Risk
Management Policy,
Strategy, Guidance and
Toolkit are being
implemented at all levels.

/

* The Head of Internal Audit Service (HolAS) is responsible for the administration and development of, and reporting on, the Council’s
risk management framework. It is a requirement of the Public Sector Internal Audit Standards (PSIAS) that this ‘impairment’ to

independence and objectivity is recorded in the Internal Audit Charter (approved by CMT and CGC in November 2014) and (to avoid any
conflict of interests) any audits of the risk management framework are overseen from a manager outside of the Service.
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Continuous Improvement

Regulators and risk management professionals indicate that good practice
is to continuously improve risk management methodologies in line with
recommendations from regular assessments and adapt to changing
economic conditions.

To this effect, the LCC Risk Management Policy, Strategy, Guidance and
related documents will continued to be reviewed after the release of new
legislation or government guidance that affects risk governance, internal
controls, financial management or the regulatory regime for public service
organisations. They will also be reviewed following the results of any audit
/ review by Internal Audit Service or an external third party.
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Appendix A — Risk Management Roles & Responsibilities

Leadership:

Cabinet

Understands the key risks facing the authority, determines the level of risk and
ensures risk management is delivered to mitigate risks by:

e Ensuring that a risk management framework has been established and
embedded,;

e Approving the Council’s Risk Management Policy and Strategy as part of the
Medium Term Financial Strategy;

e Ensuring relevant risk considerations (if relevant) are included within reports
which may have significant strategic policy or operational implications

Lead Members

e Responsibility for gaining an understanding of the risks facing their area of
accountability and how these risks are being managed

Corporate Management Team (CMT)

Leading and ensuring effective management, monitoring and review of risk
management across the Council by:

e Establishing a control environment and culture in which risk can be effectively
assessed and managed,;

¢ Directing the level of risk the Authority is prepared to accept;

e Reviewing and, approving the Council’s corporate, strategic risks quarterly
and their importance against the Council’s vision and priorities;

e Encourage the promotion of risk awareness, rather than risk avoidance;

¢ Provide challenge to the risk scoring mechanism to ensure risks are managed
to add value by aiming to achieve the balance between undermanaging risks
(unaware and no control) and over-managing them (over-control) ;

e Assisting with the identification of significant new and emerging risks as they
become known - for consideration and addition to the Corporate Risk
Register;

e Ensuring that risk assessments (if appropriate) are detailed in Cabinet or
Scrutiny reports upon which decisions are based;

¢ Review annually the Council’'s Risk Management Policy and Strategy.
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Corporate:

Corporate Governance Committee (CGC)

Provides assurance for the Authority that risk management is undertaken and
effective by:

e Receiving regular progress reports on the Corporate Risk Register and other
risk management related initiatives;

e Reviewing, scrutinising and challenging the performance of the Council’s risk
management framework; including reviewing progress against planned
actions from the previous quarter,

e Receiving presentations on specific areas of risk

¢ Receiving reports from Internal and External Audit to determine the extent to
which they indicate weaknesses in control, risk management and governance
arrangements.

Corporate Risk Management Group (via Departmental Risk Champion)

Provides assurance that the risk management framework and its processes are
working as intended and are effective by:

Acting as the main contact for their department and its management on risk

matters;

¢ Representing their department at the Corporate Risk Management Group;

e Encouraging the promotion of risk awareness, rather than risk avoidance.
Provision of challenge to the risk scoring mechanism to ensure risks are
managed to add value by aiming to achieve the balance between
undermanaging risks (unaware and no control) and over-managing them
(over-control)

e Assisting in the implementation of the revised risk management framework
and promoting use of the Risk Management Toolkit;

e Providing support on risk management to Directors, Heads of Service and
other managers within their service/department;

¢ Maintaining on behalf of the service directors and heads, a departmental risk
register that complies with corporate guidelines;

e Providing regular risk updates to DMT's as per the agreed reporting criteria
and risk timetable
Ensuring that corporate information and requirements are communicated;
Identifying their service/department’s risk management training needs and
reporting to the Internal Audit Service ;

e Assessing the relevance of corporate, other departmental service,
programme, project and partnership risks and their impact on their
department;
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Reviewing cross cutting risk areas where risks of one department impacts on
the risks of another;

Providing regular updates to the Internal Audit Service for corporate risks to
enable reporting to the CMT and Corporate Governance Committee.
Establishing links with external groups and organisations in order to gain
knowledge and share best practice on risk management issues.

Departmental:

Departmental Management Teams (DMT)

Ensuring that risk management is implemented in line with the Council’s Risk
Management Strategy by:

Appointing a champion / representative for the department and authorising
him/her to progress effective risk management that adheres to corporate
guidelines, across their services;

Ensuring that risk management is integrated within the annual service
planning process;

Taking full ownership of risks within their departmental risk register and agree
risk mitigation actions, with defined timescales and responsibilities — including
those departmental risks that are also in the Corporate Risk Register (CRR);
Adhering to the corporate risk reporting timetable so that DMT meetings and
risk monitoring tasks are aligned

Ensuring that the CRR accurately reflects only those key strategic risks
facing the Authority. The DMT scrutiny process should encompass a review
of all departmentally identified corporate risks (new and those already
identified), to critically evaluate the following:

o Whether risk is an ongoing corporate risk

¢ Are all mitigating actions are identified, SMART (i.e. Current Controls in
place) and working adequately or are additional actions necessary.

e The current risk score (Impact and Likelihood) is accurate and is not
‘over-scored’ in terms of likelihood particularly if a range of current
controls have been identified as embedded and working adequately

¢ Only add any further actions/ additional controls after determining
whether any cost of implementing further mitigating control is merited
when compared to the risk reduction benefits achieved. If required,
further actions should be SMART and record ‘expected timeframe/due
date’ which would improve the robustness of residual risk impact and
likelihood scores

Receiving reports on risk management activity and review key risks regularly;
Undertaking regular departmental horizon scanning for new or emerging
risks, ensuring communication of these through appropriate channels and
incorporation within the Departmental risk register if appropriate
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e Suggesting recommendations for the removal of current corporate risks that
are considered as lower levels of risk

e Ensuring that risk management considerations are included in all Cabinet,
Scrutiny and Regulatory bodies reports in respect of strategic policy
decisions;

¢ Providing assurance on the effectiveness of risk management within their
department as part of the Annual Governance Statement process.

Operational / Service Managers

Providing assurance to DMT’s that risks within their service are being managed
effectively by:

e Ensuring that risk management within their area of responsibility is
implemented in line with the Council’'s Risk Management Strategy;

e Managing risks on a day to day basis;

¢ Adhering to the risk scoring mechanism outlined in the Strategy to ensure
risks are managed to add value by aiming to achieve the balance between
undermanaging risks (unaware and no control) and over-managing them
(over-control)

e Communicating the results of their service risk assessment to the DMT via
their Risk Champion, demonstrating effectiveness of controls in place to
mitigate/reduce service risks;

¢ Reviewing risks from their areas of responsibility that have been included
within the departmental risk register and prioritising and initiating action on
them;

¢ Identifying new and emerging risks or problems with managing known risks
and escalating to the Risk Champion where appropriate;

e Ensuring that they and their staff are aware of corporate requirements,
seeking clarification from their Risk Champions when required;

Identifying risk training needs of staff and informing this to Risk Champions;
Using the Risk Management Toolkit and guidance.

Programme/Project/Partnerships

Providing assurance that project and partnership risks and their impact are
managed and communicated effectively by:

e Ensuring risk management is a regular item on Partnership /
Programme/Project Board agendas;

e Reviewing and monitoring risks identified on programme/project/partnerships
risk registers, ensuring that suitable controls are in place and working, or that
plans are being drawn up to strengthen further controls;

¢ |dentifying new and emerging risks or problems with managing known risks,
ensuring communication of these through appropriate channels, to inform
affected service/department.
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Risk Champions

e See Corporate section
Staff

e Taking responsibility for gaining an understanding of the risks facing their
area of accountability;

e Report promptly perceived failures in existing control measures that could
increase risk.

e Take due care to understand and comply with the risk management
processes and guidelines of the Council.

Internal Audit

Risk Management (Head of Internal Audit Service in conjunction with the Director
of Corporate Resources):

Provide assurance that the flow of risk information throughout the Authority is
working and effective to produce and maintain the Corporate Risk Register by:

e Leading in the implementation of the revised risk management framework and
promoting use of the Risk Management Toolkit;

¢ Meeting with departments as per the risk management timetable to review
risk registers and emerging risks;

e Coordinating risk management activity across the Council with the support of
departmental risk champions/representatives

¢ Collating the changes to departmental risks and ensure that the Corporate
Risk Register is amended to reflect current position;

e Regular horizon scanning (in conjunction with CMT, DMT, Risk Champions
and Head of Internal Audit) of information from relevant publications and
minutes from key meetings to provide a basis for including additional risks on
the Corporate Risk Register;

¢ Reporting progress on the Corporate Risk Register and other risk
management related initiatives to the CMT, Corporate Governance
Committee and Cabinet as per the risk management timetable;

e Supporting departmental risk champions/representatives in their risk
management role;

e Communicating corporate risk management information and requirements;

¢ Reviewing the Risk Management Policy and Strategy at least annually to
reflect best practice and initiate improvements;

e Establishing links with external groups and organisations in order to gain
knowledge and share best practice on risk management issues.

e Agreeing mechanisms for identifying, assessing and managing risks in key
partnerships;

e Supporting the development and delivery of relevant risk training:
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Assurance

Review and challenge the effectiveness of the risk management framework,
providing independent assurance about the quality of controls that managers
have in place, by:

Creating a risk-based audit plan that is aligned to the Corporate Risk Register
and the Departmental Risk Registers;

Testing and validating existing controls, with recommendations for
improvement on identified control weaknesses;

Reporting outcomes to Chief Officers and Corporate Governance Committee;
Monitoring changing risk profiles based on audit work undertaken, to adapt
future audit work to reflect these changes.

Conduct relevant audits of the risk management framework and maturity but
overseen by a manager independent to the Service
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Leicestershire County Council - Assessment of Risk Maturity (January 2015) Appendix C

Risk Maturity Assessment — Leicestershire County Council (January 2015)

OVERALL SUMMARY

;m Level 3/4 — Between Working and Embedded & Working

INDIVIDUAL CORE AREAS

Core Areas

Assessment Levels

LEADERSHIP & MANAGEMENT

STRATEGY AND POLICY

PEOPLE

PARTNERSHIPS, SHARED RISKS AND RESOURCES

PROCESSES

RISK HANDLING AND ASSURANCE

OUTCOMES AND DELIVERY

Self-Assessment Rating Level 4 — Embedded & Working

el 3/4 — Between Working and Embedded & Working

el 3/4 — Between Working and Embedded & Working

ent Rating Level 3 — Working

Self-Assessment Rating Level 4 — Embedded & Working

el 3/4 — Between Working and Embedded & Working

Self-Assessment Rating Level 4 — Embedded & Working
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Leicestershire County Council - Risk Management Appendix D

Risk Maturity Assessment Action Plan

Strategy and
Policy

Core Area Ref Recommendation

Section 1 - 1 The Council should determine how frequently it will seek to evaluate the effectiveness of its risk management framework / risk

Leadership maturity against ALARM guidance (e.g. three-yearly). There may be scope to review less regularly the further up the maturity scale
and the Council finds itself at?

Management Responsibility for the review should be clearly defined. Given that this assessment has been carried out by LCC staff, albeit
reporting through to independent reporting lines (independent of IA management), a decision should be taken whether every nth
assessment should be commissioned externally.

The recommendations arising from this assessment should be shared with appropriate governance streams, e.g. CRMG, CGC.
Section 2 — 2 The Council should establish a programme / timetable for review for its risk management framework, e.g. policy and strategy, roles

and responsibilities. The ALARM guidance suggests that this should be annually, even if this process is just a brief review to
determine that the framework remains fit for purpose. There may be scope to review less regularly the further up the maturity
scale the Council finds itself at?

Responsibility for the review should be clearly defined.

The roles and responsibilities should be revised to reflect the new role of Internal Audit for overseeing risk management within the
Council.

Consideration should be given to whether the role of the Insurance Manager and Insurance Section should be defined in the Risk
Management Roles and Responsibilities document.

In addition, it is understood that the Head of Internal Audit has some well-developed thoughts on further developments to the
Policy and Strategy, for example regarding defining risk appetite and reaffirming the link between risk management and the annual
service planning process.
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Leicestershire County Council - Risk Management Appendix D

Section 2 —
Strategy and

The Council's Risk Management framework should detail clearly the Council's risk appetite and what it determines to be an
"acceptable" level of risk. This should be reviewed regularly, including the key ‘Impact’ and ‘Likelihood’ indicators that exist within
the Council’s RM framework (Risk Assessment Measurement Criteria) to guide managers how risk should be scored.

Strategy and

Policy
Consideration should be given as to whether the Council should work towards adopting different levels of risk appetite for different
categories of risk (e.g. its appetite for human risk may be lower than its appetite for reputational risk), although it is acknowledged
that this can be influenced to a degree through the key ‘Impact’ and ‘Likelihood’ indicators that exist within the Council’s RM
framework (Risk Assessment Measurement Criteria) which are categorised — financial / reputational / people / operational etc .
Section 2 - The role of the Corporate Risk Management Group (CRMG) should be reassessed, given that it no longer meets. This process

should include giving consideration to whether there should be a different role for such a group comprising departmental risk
champions, for example to challenge (each other’s) departmental risk registers, risks and controls by peer review or by providing a

Policy
“buddying” system where more experienced risk champions can provide steering to new and developing ones. The CRMG should
play an important role in benchmarking best practice across all departments and in the process promoting and assuring a
consistent approach to RM throughout the organisation.
The frequency that the CRMG should meet should be considered. For example, it may be that an annual meeting would suffice,
scheduled to coincide with the annual review of RM policies, strategies, roles & responsibilities.
Section 3 — Consideration should be given as to whether there is benefit in commissioning specific learning & development (e.g. e-learning
People module) for managers in risk management (e.g. the identification, recording, scoring, mitigation and review of risk).
Consideration should be given as to whether the Council's Corporate Induction processes adequately covers what (predominantly)
non-managers need to know about risk management (e.g. that all staff have some form of responsibility or another in relation to
risk management).
Section 3 - Managers should be reminded to frequently discuss with staff both service level risks (and the controls in place to mitigate them)
People and, where relevant, departmental and corporate risks.

Managers, through processes such as Team Briefings, should regularly remind all staff that risk is everybody's business and that all
staff are encouraged to report incidents, challenge practices and raise risk issues. This process should also reflect the current
climate of the Council working with every decreasing resource, and thus also seek to identify instances of inefficiency / over
controlling and where well-managed risk taking may be an option.
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Leicestershire County Council - Risk Management

Appendix D

Partnerships,
Shared Risks
and
Resources

Section 3 - 7 The Head of Internal Audit should keep a watching brief on the membership of the Corporate Governance Committee. Whilst at
People present, its membership comprises well trained Members, skilled in the governance of risk, future changes, for example to the
Chairmanship, may require targeted training to be delivered.
Section 3 - 8 Departmental Risk Champions, with support from Internal Audit if necessary, should arrange informal training sessions with
People individual DMTs to take the opportunity to reaffirm their responsibilities for departmental risk management. This training is
especially important where DMTs have new membership.

Section 4 - 9 There is some evidence that new processes in relation to partnerships and partnership risk are becoming embedded as business as
Partnerships, usual, at least within some departments, although this needs to be progressed further to cover the remaining departments too
Shared Risks (A&C, Corporate Resources). In particular, these departments should progress identifying their partnerships of ‘significance’,

and agreeing these with individual DMTs, and ensuring that the risks associated with these partnerships have been appropriately
assessed and, if necessary, included on departmental risk registers.

Resources

Section 4 - 10 | Given that processes concerning the assessment of partnership risk have been overhauled recently, consideration should be given
Partnerships, to undertaking a specific piece of internal audit work in the 2015/16 financial year to review how effective these processes have
Shared Risks become embedded across all departments.

and

Resources

Section 4 - 11 | Given that processes concerning the assessment of partnership risk have been overhauled recently, consideration should be given
Partnerships, to running specific workshops on partnerships, risk and risk governance, in conjunction with the Chief Executive’s Policy Team,
Shared Risks specifically targeted at risk owners, partnership leads and departmental risk champions.

and
Resources
Section 4 - 12 | The CIS pages on partnerships should be refreshed to reflect current (recently revised) practices and processes.
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Leicestershire County Council - Risk Management

Appendix D

Section 5 - 13 | The Council should determine its appetite to develop its processes to achieve Level 5 (“Driving”). In particular, the Council should
Processes in the medium-term future consider the benefits of automating its risk management processes, which would effectively make for
"real time" risk management. Investment in dedicated risk systems helps keep risk registers current and effective.
Section 5 - 14 | Consideration should be given to amending the format of the Council's risk registers to include a column stating how the risk will
Processes be managed (i.e. Treat, Tolerate, Terminate, Transfer). By asking risk owners to consider the 4Ts strategy, this amplifies the issue
that 'treating' (internal controls) is not the only solution and that 'toleration' can be a logical strategy in some instances.
Section 5 - 15 | The Head of Internal Audit Service should keep a watching brief on any future review of the BC/RM/Insurance arrangements within
Processes the Council to provide independent assurance that they remain robust and fit-for-purpose.
Any significant changes to core areas should be brought to the attention of the Corporate Governance Committee.
A new standard Organisational Resilience — BS65000 has just been published (December 2014). The Business Continuity Team
should analyse the standard in depth and benchmark current procedures against recommended best practice, developing current
procedures where relevant.
Section 5 - 16 | Internal Audit should consider the costs vs benefits of subscribing to ALARM membership each year.
Processes
Section 5 - 17 | Consideration should be given to adding a standard set of questions on RM to all routine internal audits undertaken to challenge at
Processes operational level how well RM is understood.
Section 5 - 18 | Consideration should be given to publishing the latest Corporate Risk Register and Departmental Risk Registers on the risk pages of
Processes CIS on a quarterly basis.
Section 5 - 19 | Consideration should be given to revising the standard committee report template to include a paragraph on "Risk Implications",
Processes similar to what exists on "Financial Implications" and "Equal Opportunities Implications". This is so that Members can understand

the risk issues right at the outset in relation to major decisions that they are being asked to take.
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Leicestershire County Council - Risk Management Appendix D

Section 6 — 20 | In order to move forward to levels 4 & 5, the Council needs to be able to demonstrate a clear link between risk management and
Risk Handling the achievement of outcomes, aims and objectives. As an example, an annual report might be compiled, including assessment
and against pre-determined performance indicators, to assess whether risk management processes are effective. Pls might include
metrics such as:
Assurance
- % of routine IA opinions of ‘substantial assurance’ or above
- % of recorded risks that then developed into adverse issues (i.e. where risk management failed)
- % of unforeseen issues of significance arising in year that were not on the radar of routine risk management
- % of risks de-escalated (scored downwards) throughout the year as a result of the introduction of controls
- % of departmental objectives achieved in year
Examples of innovative risk taking, and where this has led to positive outcomes (e.g. cash savings through self-
insurance schemes)
- Etc.
Section 6 — 21 | When monitoring strategic risks, e.g. those of sufficient significance to be recorded on the Corporate Risk Register, part of the
Risk Handling process should be a consideration of the costs of controlling the risks, and whether those costs are justified.
and
Assurance
Section 6 — 22 | There should be proactive promotion of the Council’s risk-aware appetite, e.g. promotion of innovation whilst managing risks
Risk Handling effectively, avoidance of a blame culture when things go wrong (following well managed risk taking).
and
Assurance
Section 7 — 23 | There should be development of a clear link between areas of poor performance as highlighted in the Annual Performance Report
Outcomes and the risk management framework (i.e. consideration whether areas of poor performance need to be formally recorded on risk
and Delivery registers moving forward, a good example being concerns regarding staff sickness and the financial and reputational risk to the
Council of this not being appropriately managed moving forward).
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ALL

24

For each of the seven areas, the Council should determine its appetite to move forward to the next level and, if there is the

appetite, how to develop further towards that level, e.g. the use of risk to drive forward organisational excellence, and how this

effectiveness can be measured; and a more proactive approach required in supporting and driving a culture embracing well-

managed risk-taking. Achieving a maturity level across the board of 5 would undoubtedly bring with it a resource cost. Therefore,

in the context of an authority with scarce resources, there may be desire to simple remain at the current level(s) of maturity.
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Risk Impact Measurement Criteria

RISK SCORING AND ESCALUATION CRITERIA

Description

Departmental Service
Plan

No impact to objectives in

Internal
Operations
Limited disruption to
operations and service quality

APPENDIX E

Reputation

Public concern restricted to

Appendix 4 - Risk scoring and action criteria 2014

Financial
per annum / per
loss

1 Negligible service plan satisfactory N/A local complaints <£50k
Short term disruption to
operations resulting in a
Minor impact to service as|minor adverse impact on Minor adverse local / public
objectives in service plan |partnerships and minimal / media attention and
2 Low are not met reduction in service quality Residents inconvenienced complaints £50k-£250k
Sustained low level disruption
to operations / Relevant
Considerable fall in partnership relationships
service as objectives in  |strained / Service quality not |Potential for minor physical Adverse local media public
3 Medium service plan are not met |satisfactory injuries / Stressful experience |attention £250k - £500k
Serious disruption to
operations with relationships
in major partnerships affected |Exposure to dangerous
Major impact to services |/ Service quality not conditions creating potential for|Serious negative regional
as objectives in service  |acceptable with adverse serious physical or mental criticism, with some
4 High plan are not met impact on front line services |harm national coverage £500-£750k
Long term serious interruption
to operations / Major Prolonged regional and
partnerships under threat / Exposure to dangerous national condemnation,
Significant fall/failure in | Service quality not acceptable|conditions leading to potential |with serious damage to the
service as objectives in  |with impact on front line loss of life or permanent reputation of the
5 Very High service plan are not met |services physical/mental damage organisation >£750k

Risk Likelihood Measurement Criteria

Likelihood of

Scale Occurrence

Expected less than 1

Projects

Probability %

1 |timein next 10 years |1 in every 50 projects 0-5%
Expected 1 time in

2 |next5to 10 years 1 in every 25 projects 6-20%
Expected 1 time in 3

3 |to4years 1in every 12 projects 21-40%
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RISK SCORING AND ESCALUATION CRITERIA

Expected 1 time in 2

years 41-60%

F Y

1 in every 6 projects

66% +

5 |Expected annually 1 in every 3 projects

Risk Management Matrix
Impact

5
Very High

4
High

Appendix 4 - Risk scoring and action criteria 2014

APPENDIX E

3
Medium

Negligible

1 2
Rare Unlikely

Expected Actions by Risk

Tolerance Levels Current Risk Score Owners

3 4 5

Almost certain
Likelihood

Possible Probable

White | 1t02 Contingency Plans =
Monitoring =

Escalation =

No action required
No action required
No action required

Contingency Plans =
Monitoring =
Escalation =

[ Lw 3to5

Not essential
Review once a year / Reporting with service area
Service area manager

Medium 61012 Contingency = Contingency plans considered
Monitoring = Review at least twice a year / Reporting to DMT
Escalation = Business Partners / Relevant AD / DMT
15to0 25 Contingency = Comprehensive contingency plans

Monitoring =
Escalation =

Quarterly Monitoring / Reporting to Corporate Governance Committee
Chief Officer / CMT / Lead Member

0cT



RISK MAP - CORPORATE RISKS (NOVEMBER 2014)

Impact

5
Very High

High

3
Medium

Low

1
Negligible

APPENDIX F

1 Rare 2 Unlikely 3 Possible 4 Probable / Likely 5 Almost certain
1=MTFS 6 = PH Transition- Health Visiting 11 = Members Info. Security Policy 17 = Community Safety Partnership
2 = Sponsored Academies 7 = ICT Systems Restore 12 = |IAS Phase 2 18 = Transport Schemes Funding
3 = Care Act 8 = Information Security 13 = Data Protection Act 19 = Commissioning Procurement
4 = Better Care Fund 9 = Transformation Programme 15 = Transport Network 20 = Recycling Performance
5 = Welfare Reform Act 10 = Major Change Projects 16 = SLF 21 = Elderly Persons Homes

** Note: Risk 14 has now been removed from the CRR

Likelihood

11
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Protecting the Public Purse 2014
Checklist for councillors and others responsible for governance

GENERAL

PREVIOUS ACTION

Appendix G

1. Do we have a zero
tolerance policy
towards fraud?

Historically, the County Council does

not provide those services that have
been considered to be at high risk of
fraud, such as revenue and benefits.
However it has been recognised that
the change of emphasis from local
government being a provider to a
commissioner of services, changes the
risk profile of fraud within LCC, as well
as the control environment in which
risk is managed.

Therefore a thorough fraud risk
assessment for LCC is conducted on an
annual basis taking into account areas
identified in the National Fraud
Authority publication Fighting Fraud
Locally — The Local Government Fraud
Strategy (FFL) as well as the Audit
Commission’s Protecting the Public
Purse (PPP) publication, reports from
the bi-annual National Fraud Initiative
(NF1) exercise, Ministry of Justice
Bribery guidance and historical local
information on reported fraud cases.
Recognising fraud in this manner has
incorporated a comprehensive
understanding and knowledge about
where potential fraud and bribery
problems are likely to occur and the
scale of potential losses. This in turn
directs revisions to our strategies and
procedures and allows the Council to
direct resources accordingly.

The Corporate Management Team
(CMT) and Corporate Governance
Committee support initiatives to
improve the Council’s
acknowledgement, prevention and
pursuit of fraud.

2014 UPDATE

As before.

In addition, the Council
has recently refreshed
its main strategies and
procedures governing
counter-fraud. These
emphasise that in the
majority of cases there
would be a zero
tolerance approach,
whilst, individual
circumstances of each
case would be
considered.

The Council’s annual
Fraud Risk Assessment
was completed in
November 2014 after
being benchmarked for
reasonableness through
the Midland Counties’
Chief Internal Auditors’
Group. This was tabled
at the Corporate
Governance Committee
meeting in November
2014.
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PREVIOUS ACTION

2014 UPDATE

2. Do we have the right
approach, and
effective counter-
fraud strategies,
policies and plans?
Have we aligned our
strategy with
Fighting Fraud
Locally?

Over the past couple of years, a
significant amount of time has been
invested in counter fraud work, the
aim being to align LCC with the
National Fraud Authority, Fighting
Fraud Locally (FFL) — The Local
Government Fraud Strategy.

The FFL Strategy is organised around
three themes of Acknowledge,
Prevent and Pursue. The starting
point of a strategic approach is to
acknowledge the threat of fraud by
performing an annual fraud risk
assessment to direct future policy,
strategy and plans.

Officers continue to follow
recommendations contained within
each of FFL themes.

The Council has recently
refreshed its main
strategies and
procedures governing
counter-fraud. These
have been aligned to
both FFL and also to the
new CIPFA Code of
Practice on Managing
the Risk of Fraud and
Corruption (2014).

The five key elements of
the CIPFA Code are to:

e Acknowledge the
responsibility of the
governing body for
countering fraud and
corruption;

o |dentify the fraud
and corruption risks;

e Develop an
appropriate counter
fraud and corruption
strategy;

e Provide resources to
implement the
strategy;

e Take action in
response to fraud
and corruption.

3. Do we have
dedicated counter-
fraud staff?

The County Council does not provide
those services that have historically
been considered to be at high risk of
fraud, such as revenue and benefits,
hence has never adopted a dedicated
‘team’. However, there has always
been a ‘corporate’ person responsible
for the area as well Internal Audit
Service dedicating resources, including
co-ordinating the Council’s
responsibilities in the National Fraud
Initiative exercise. Internal Audit
Service staff have received training on
(and experience in) conducting fraud
investigations throughout the years.

Production of the annual fraud risk

As before, although it
should be noted that
corporate responsibility
for counter-fraud
activity within the
Council has transferred
over during the 2014/15
financial year to the
Head of Internal Audit
Service (from the
Corporate Finance
Section).

Additional training has
been undertaken to
supplement the counter
fraud knowledge base,
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PREVIOUS ACTION

2014 UPDATE

assessment involves a review of the
organisation. This is completed in
conjunction, and through dialogue,
with staff and managers within
specific areas susceptible to the risks
of fraud/bribery. Consequently, there
is a sufficient degree of responsibility
being adopted at service/operational
levels for risk and to ensure that
adequate controls have been
implemented.

e.g. CIPFA Better
Governance Forum
sessions.

The CIPFA Counter
Fraud Centre is due to
launch two new
qualifications in
investigative practice.
Consideration will be
given in due course
whether to accredit
Internal Audit staff in
either / both of these
qualifications.

4. Do counter-fraud
staff review all the
work of our
organisation?

In producing the annual fraud risk
assessment, fraud areas identified in
FFL, PPP, the bi-annual National Fraud
Initiative (NFI) exercise and Ministry of
Justice Bribery guidance were
researched. Within the County
Council, this fed into a thorough
review of the main risks to the
organisation.

Whilst the Council does
not have dedicated
counter-fraud staff per
se, responsibility for
counter fraud activity
and specifically for co-
ordinating the Council’s
Annual Fraud Risk
Assessment (FRA) has
transferred to the Head
of Internal Audit
Service.

The Internal Audit
Service has liaised with
senior managers to
determine the Council’s
level of risk exposure in
each of these main
areas. The FRA for 2014
is complete and was
tabled at the Corporate
Governance Committee
in November 2014.
Benchmarking
concluded that LCC risk
is broadly similar to
other Midlands’ county
councils.

The 2014 FRA includes
some areas for the first
time, including
Members’ allowances
and expenses; and
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PREVIOUS ACTION

2014 UPDATE

money laundering
activity. The results of
the FRA will continue to
be used to direct
counter-fraud resources
within the Council (e.g.
during the annual audit
planning process).

5. Does a councillor
have portfolio
responsibility for
fighting fraud across
the council?

Mr Byron Rhodes, CC, is the Cabinet
Lead Member for Corporate
Resources and within this remit there
is a responsibility to ensure that the
County Council demonstrates value
for money, which inherently includes
fraud mitigation.

The Corporate Governance Committee
provides assurance for the Council
that risk management is undertaken
and is effective by reviewing,
scrutinising and challenging the
performance of the Council’s risk
management framework; including
progress against planned actions. A
key element within the LCC risk
management framework is the
mitigation of fraud.

As before. Mr Rhodes,
CC, will be a signatory
to the Council’s revised
Anti-Fraud and
Corruption Policy
Statement and Strategy,
thus demonstrating top-
level support for it.

6. Do we receive
regular reports on
how well we are
tackling fraud risks,
carrying out plans
and delivering
outcomes?

Updates on counter-fraud initiatives
are presented to the Corporate
Governance Committee as
appropriate. This has been further
complimented by the inclusion of ‘Risk
of Fraud’ within the External Audit
Plan provided by PWC.

Counter-fraud updates
continue to be provided
to the Corporate
Governance Committee
at each meeting.

The revised Anti-Fraud
and Corruption Strategy
(2014) includes an
action plan for the
forthcoming 12 months
which will, in time,
enable the delivery of
intended outcomes and
priorities to be
measured.

7. Have we received
the latest Audit
Commission fraud
briefing
presentation from

n/a — new question for 2014.

The Audit Commission’s
Protecting the Public
Purse Fraud Briefing for
Leicestershire (2013)
was received from the
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2014 UPDATE

our external
auditor?

External Auditor in
March 2014.

8. Have we assessed
our management of
counter-fraud work
against good
practice?

The Corporate Governance Committee
was informed that the Council
intended to revise its existing counter-
fraud framework to align with best
practice outlined in Fighting Fraud
Locally (FFL) — The Local Government
Fraud Strategy and that work had
already begun to action this. The FFL
Strategy was at the time the key
reference for best practice in local
government.

The Council recognises that it is
important to balance the cost of
prevention against the likely impact of
fraud and due consideration continues
to be given to the cost/benefit of
implementing and/or enhancing the
Council’s current fraud prevention
procedures.

Revisions to the
Council’s counter-fraud
framework are now
complete. There is
alignment to both FFL
and also to the new
CIPFA Code of Practice
on Managing the Risk of
Fraud and Corruption
(2014). A statement on
conformance to the
Code (or further action
required) will be
included within the
2014/15 Annual
Governance Statement.

The Council is an active
member of the Midland
Counties’ Chief Internal
Auditors’ Group and
through this, and
specifically its dedicated
Fraud sub-group, we
continue to benchmark
our approach against
that of other Councils
and against best

practice.
9. Do we raise
awareness of fraud
risks with:
e new staff All employees are inducted in to the As before.

(including
agency staff);

organisation by their manager. As
part of the induction the Council’s
Employee Code of Conduct is covered,
which defines the responsibilities,
standards and behaviours required of
County Council employees with links
to specific policies and procedures to
guide employees to adhere to the key
principles of public life. If the
employee is responsible for
procurement, the manager is
responsible for ensuring that the new
employee undertakes the relevant

The Council’s e-learning
module on Fraud
Awareness has been
refreshed and will be re-
launched in 2015.
Efforts are underway to
increase the take-up of
the module.

Completion rates are
reported quarterly to
Assistant Directors who
are the People Strategy
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procurement training. Fraud Risks to
the County Council are highlighted
within the Fraud Awareness CIS pages
and e-learning module so that all
officers are made aware.

2014 UPDATE

Board member for each
department, with the
expectation that the
Assistant Director
promotes completion.

It is our intention to
refresh the Fraud
Awareness CIS pages in
the medium-term
future to ensure that
content remains
appropriate and
relevant.

existing staff;

As above.

The County Solicitor had
commissioned a project team to
review the Employee Code of Conduct
to ensure that it is up-to-date and
legally compliant and aligns to LCC
policies and processes, whilst ensuring
that it is easily understood by
managers and employees alike. The
revised Code needs to implicitly
emphasise expectations of all
employees with regards to fraud,
corruption and bribery. Once
approved and communicated, the
revised Code will contribute to overall
fraud awareness amongst staff.

As above.

Revisions to the
Employee Code of
Conduct are complete
and a revised Code is
due to be published in
the near future.

elected
members; and

Risk Management update reports are
presented to Corporate Governance
Committee which informs members of
current risk and counter-fraud
initiatives being carried out at the
Council. Members also have the
opportunity to complete the Fraud
Awareness e-learning module.
Members are also subject to their own
(Members’) Code of Conduct which
covers the declaration of personal
interests and gifts and hospitality
register.

As before.

Additionally, Members
who serve on Corporate
Governance Committee
receive specific training
on risk and internal
audit (including the
approach to counter
fraud risk) from the
County Solicitor and the
Head of Internal Audit
Service.

our
contractors?

The Council’s Contract Procedure
Rules mandate the inclusion of a
‘Prevention of Corruption’ clause in all
contracts, which includes reference to

As before.

A new Anti-Bribery
Policy has been
developed and will be
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the Bribery Act 2010. There is also a
‘Supplier Whistleblowing’ condition
that, like the ‘Prevention of
Corruption’ condition, is included
within the Council’s Terms and
Conditions. The ‘Supplier
Whistleblowing’ condition stipulates
that the contractor “comply with the
Council’s Whistleblowing procedures
which ensure that employees of the
Contractor are able to bring to the
attention of a relevant authority
malpractice, fraud and breach of the
law on the part of the Contractor or
any sub-contractor, without the fear
of disciplinary and other retribution of
discriminatory action”. It also requires
the contractor to disseminate the
Council’s Supplier Whistleblowing
Policy amongst its employees and sub-
contractors.

published in the near
future.

Additionally, the revised
Employee Code of
Conduct covers the
issue of bribery and the
expectations of staff
when brokering
contracts etc. on behalf
of the Council.

10.Do we work well
with national,
regional and local
networks and
partnerships to
ensure we know
about current fraud
risks and issues?

In order to share risk management
information and experiences, the
Council has established networks with
other authorities and agencies.
Specifically, the Council is a member
of the East Midlands Risk Managers’
Group, East Midlands’ Insurance
Officers Group and ALARM
(Association of Local Authorities Risk
Managers). The Internal Audit Service
is an active member of the Midland
Counties’ Chief Internal Auditors
Group (fraud sub-group). It also learns
about any fraud issues through
membership of the National County
Council Audit Network. These groups
meet two/ three times a year to
discuss risk management and internal
audit issues that are common to all
authorities and to share examples of
best practice.

Information about current fraud risks
and issues is also gained through
regular monitoring and reading of the
TIS Online Fraud information stream
and discussion forum.

As before, although
responsibility for the
maintenance and
development of risk
management (including
fraud risk) has
transferred to the Head
of Internal Audit
Service.

Audit Commission - Protecting the Public Purse 2014 Checklist




I. GENERAL

130

PREVIOUS ACTION
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11.Do we work well
with other
organisations to
ensure we
effectively share
knowledge and data
about fraud and
fraudsters?

The Council subscribes to the National
Anti-Fraud Network (NAFN) and
receives regular updates / bulletins.
Where these bulletins contain
information of interest, for example
fraudulent creditor warnings, officers
are proactive in cascading this
information to relevant partners — for
example, the Financial Service Centre,
ESPO, external clients, schools and
colleges.

The Council plays an active part in the
Audit Commission’s National Fraud
Initiative (NFI). This takes place every
two years and participation is
mandatory.

There is a protocol for raising issues of
concern / possible fraud — the first
port of call is Trading Standards. This
Section will then share the
information between others areas
(e.g. Finance Teams, Legal Services)
where considered necessary.

In the absence of a dedicated fraud
investigation team, an effective fraud
response relies on the efficient sharing
of information internally, both to
prevent and investigate fraud.

The Council also works with and
contributes to District Council
initiatives to tackle Council Tax fraud.

As before.

New developments
include the Council now
subscribing to CIPFA’s
Better Governance
Forum.

Additionally, CIPFA has
recently taken on
responsibility for
counter-fraud within
the Public Sector and,
through its new Counter
Fraud Centre and its
dedicated web-site,
there is now a
professional body with
responsibilities for
promoting best practice
advice regarding current
fraud risks and issues.

See also #19 (below),
we are part of a
successful joint-counter
fraud funding bid to
DCLG which was led by
Leicester City Council.

12. Do we identify
areas where our
internal controls
may not be
performing as well
as intended? How
quickly do we then
take action?

Management has prime responsibility
for developing the control
environment and ensuring it is
effective.

The Head of Internal Audit Service
(HolAS) has a responsibility under the
Public Sector Internal Audit Standards
2013 to both create a risk based audit
plan and then conduct risk based
audits. Because of improvements to
the Council’s risk management
processes, the HolAS now places
greater reliance on the process of
regular risk review and reporting and
hence the content of risk registers

As before.
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(department and corporate) to form
the basis of the plan in addition to
audits added at the professional
discretion of the s151 Officer,
departmental management teams and
the HolAS.

Audits are mostly designed so that if it
is identified there is a risk to service
objectives being achieved; it has been
evaluated by management to
determine how the risk is to be
managed. If management decide that
controls should be implemented, the
audit will evaluate firstly that the
control management has designed is
sufficient/adequate so that under
normal circumstances it would
mitigate the risk occurring, and
secondly, that the control is actually
being applied consistently (method
and timing).

Where a system is in development,
the auditor may ‘consult’ with
management at early stages to give an
opinion on how they’re designing
controls and then later once the
system is embedded, test in order to
give assurance those controls still exist
and are being applied.
Recommendations are made either
where there isn’t a control when it is
needed, the control design is weak or
it isn’t being applied consistently. The
scale of the recommendation affects
the auditor’s opinion on that
individual system’s control
environment.

Collectively the results of all audits
form part of the opinion to be reached
on the Council’s overall control
environment, which is reflected in the
HolAS Annual Report.

2014 UPDATE

13.Do we maximise the
benefit of our
participation in the
Audit Commission
National Fraud

The previous biennial exercise was
carried out during the 2012/13
financial year and was derived from
data sets April to September 2012.
The Internal Audit Service receives a

The latest biennial
exercise saw details of
potential matches
(including new data sets

on surrounding personal
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Initiative and receive
reports on our
outcomes?

summary of all matches (high,
medium or low) which is then filtered
to extract ‘matches that should be
investigated further’. The relevant
reports are downloaded and sent to
respective officers /service areas to
progress.

LCC received and disseminated 15
reports, totalling just over 10,000
recommendations — of this, almost
9,000 were attributable to a
combination of matches on Blue
Badges and Concessionary Travel.

Whilst the total numbers may seem
high, it should be remembered that
the NFI matches are derived from
reports using old data and in almost
every case, the match was proved to

be unfruitful, at least from a ‘recovery

of monies’ point of view. Generally,

information from the NFI exercise has

been out of date and/or inaccurate
and therefore some sections (e.g.
Pensions Section) choose not to
examine the NFl output as they have

access to more up to date information

(e.g. the Pensions Section uses a
mortality tracking service). Given the

value of potential fraud, this approach

is wholly appropriate.

In conclusion, whilst participation in
the NFI does not significantly benefit
LCC financially, some of the service

areas find the information useful, and

are somewhat reliant upon it, for
updating records.

budgets) distributed by
the Audit Commission
to Councils and other
bodies recently in
January 2015. The next
six months will see
significant activity by
Internal Audit Service in
both (i) proactively
investigating potential
matches and (ii)
responding to other
bodies to assist with
their own
investigations.

The Audit Commission
will be disbanded in
April 2015. Whilst the
Audit Commission’s
responsibilities for
counter-fraud activity
have already
transferred over to
CIPFA and its new
Counter Fraud Centre,
responsibility for NFI
moving forward will
transfer to the Cabinet
Office under specific
legal powers.

Whilst participation in
the NFI has not
significantly benefited
LCC financially in the
past, the benefits of NFI
as a proactive deterrent
against fraudulent
activity are
unquantifiable by value
but it is reasonable to
suggest they are
significant in the
prevention of fraud.

14.Do we have
arrangements in
place that
encourage our staff

The existing Policy was planned to be
revised in conjunction with the
revisions to the Anti-Fraud Strategy
and Policy.

The Council’s Anti-
Money Laundering
Policy and Procedures
have been refreshed.
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to raise their
concerns about
money laundering?

The role of the Council’s
designated Anti-Money
Laundering Officer
(AMLO) has been
redefined. Clear advice
exists on (i) how
suspected money
laundering activity can
be reported through to
the AMLO and (ii) what
steps the AMLO should
take to escalate
concerns to national
organisations such as
the National Crime
Agency.

15.Do we have
effective
arrangements for:

e Reporting fraud
e Recording fraud

The Internal Audit Service keeps a
record of frauds within its
investigation database.

The Head of Internal Audit Service
reports fraud internally to the
Corporate Governance Committee
and externally to LCC appointed
auditors, PricewaterhouseCoopers.

The HolAS also completes and submits
the annual Audit Commission Fraud
and Corruption Survey on behalf of
the Council.

As before although
responsibility for the
annual survey will
transfer to CIPFA.

There are new and
additional requirements
under the Local
Government
Transparency Code to
declare information on
frauds on an annual
basis.

16.Do we have
effective whistle-
blowing
arrangements? In
particular are staff:

e aware of our
whistle-blowing
arrangements?

e have confidence
in the
confidentiality of
those
arrangements?

e confident that
any concerns
raised will be

The Council recognises that the best
fraud fighters are the staff and clients
of the local authority and to ensure
they are supported to do the right
thing, comprehensive and transparent
whistleblowing arrangements need to
be in place. To this effect the County
Solicitor commissioned a team to
review the Council’s existing
Whistleblowing Policy to ensure that it
conforms to the British Standard
(PAS1998) Whistleblowing
Arrangements Code of Practice.

The Council’s
Whistleblowing Policy
has now been fully
revised and was
published as part of a
revised employee code
of conduct in January
2015. The revision
aligns to the British
Standard (PAS1998)
Whistleblowing
Arrangements Code of
Practice.
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addressed?
17.Do we have v All staff are covered with a limit of As before.

effective fidelity
insurance
arrangements?

£10million subject to a £100,000
deductible, which is met from an
internal fund.

. FIGHTING FRAUD
WITH REDUCED
RESOURCES

PREVIOUS ACTION

2014 UPDATE

18.Are we confident v n/a — new question for 2014. As a non-benefit
that we have authority, there is no
sufficient counter- direct effect on the
fraud capacity and Council’s resources as a
capability to detect result of the
and prevent fraud, implementation of the
once SFIS has been Single Fraud
fully implemented? Investigation Service

(SFIS).

Based on current
experience the Internal
Audit Service is
considered to be
sufficiently resourced to
deal both with (i)
proactive counter-fraud
initiatives and (ii)
reactive action to any
fraud exposure
although the scale could
impact on planned
assurance work.

19.Did we apply for a v n/a — new question for 2014. The Council elected to
share of the £16 be part of a joint bid
million challenge with Leicestershire
funding from DCLG Districts to support a
to support councils range of initiatives to
in tackling non- combat fraud. This bid
benefit frauds after is led by Leicester City
the SFIS is in place? Council and notification

has recently been
received that two (of
the three submitted)
bids have been
successful.
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20.If successful, are we
using the money
effectively?

n/a

n/a — new question for 2014.

It is too early in the
process for this to be
evaluated. In time,
outcomes will be
reviewed and decisions
taken whether to fund
continuation of such
initiatives after the
period of initial grant.

lll. CURRENT RISKS
AND ISSUES

Housing tenancy

PREVIOUS ACTION

2014 UPDATE

21.Do we take proper
action to ensure that
we only allocate
social housing to
those who are
eligible?

n/a

n/a — this question is not applicable to
an upper tier authority.

n/a

22.Do we take proper
action to ensure that
social housing is
occupied by those to
whom it is
allocated?

23.Are we satisfied our
procurement
controls are working
as intended?

n/a

v

n/a — this question is not applicable to
an upper tier authority.

There are robust controls in place
which are not limited to, but include:

e Recently established e-Tendering
solution (Pro Contract) that operates
set standard procurement templates
that cannot be deviated from without
Commercial and Procurement Services
management authorisation.

¢ The Contract Procedure rules had
been updated (approved December
2013);

e Specifications drafted as a result of
consulting with users and the supply
market;

n/a

Procurement

As before.

Additionally, the e-
Tendering solution
provides a full audit trail
of all procurement
exercises thus it
provides transparency.

Departmental
exceptions log are kept
and maintained by Chief
Officers, these are
reported to CMT on a
quarterly basis and a full
report is then submitted
to the Corporate
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e Documented policies and
procedures;

e Equality of opportunity for all
suppliers to submit tenders;

e Management trail — documented
evidence of how suppliers were
selected;

e Clear instructions in independently
dispatched tender invitation
documents;

¢ Declaration of interests of
evaluation panel members and
bidders;

¢ Monitoring of tender activities and
market awareness;

¢ A Corporate Commissioning and
Contracts Board (CCB) established to
oversee the contract letting and
contract management processes
within the Council for business critical
contracts valued in excess of £1m.
The aim is to make sure that the
Council gets the best out of its supply
base and that there is a disciplined
approach to sourcing practice and
contract management;

¢ A Good Procurement Practice
Framework and supporting checklists
developed by the Corporate Board
and a panel of legal, procurement and
finance staff are used to provide
independent challenge at the pre-
procurement and contract
management stages;

e Each department has established its
own arrangements for a departmental
Commissioning and Contracts Board
to review lower value/risk
procurement.

There have been very few challenges
against the Council which is evidence
to good procurement controls.

Governance Committee
on an annual basis.

The Council’s Contract
Procedure Rules have
again been updated
(approved December
2014).

Each department
continues to operate a
departmental
Commissioning and
Contracts Board to
review lower value/risk
procurement, though
these arrangements are
the subject of a current
(officer) review.
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AND ISSUES
24.Have we reviewed v The Contract Procedure rules were As before.
our contract letting updated (approved December 2013)
procedures in line and extensive information and
with best practice? guidance is provided on the CIS
regarding control measures to prevent
such occurrences.
Recruitment
25.Are we satisfied our
recruitment
procedures:
e preventus v The Council has robust pre- As before.
employing employment checks in place,
people working underpinned by a managers’ tick list.
under false Completion of the checklist is checked
identities; by the Employee Service Centre.
e confirm
employment
references
effectively;
e ensure v The County Council were visited by UK | As before.
applicants are Border Agency in 2012 to discuss
eligible to work measures in place. As a result of this
in the UK; and an audit of every employee record
was conducted, which confirmed
robust procedures are in place, with
good practice being followed.
Subsequently HR has developed and
released a new policy ‘Prevention of
Illegal Working’ — under this policy, a
new starter cannot be added to
payroll until all documentation has
been received and checked with final
sign-off by HR Business Partners.
e require v With the new MSTAR contract, more As before.
agencies assurance can be given as the
supplying us provider, Manpower, directly employs
with staff to agency workers therefore reducing
undertake the LCC risk surrounding employment
checks that we legislation. In routine recruitment,
require? there is a high level of focus on
safeguarding issues, with significant
control and management of panel
vendors. For care roles, extra
measures and checks are enforced
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AND ISSUES

Personal Budgets

26.Where we are

expanding the use of
personal budgets for
adult social care, in
particular direct
payments, have we
introduced proper
safeguarding
proportionate to risk
and in line with
recommended good
practice?

YES NO

138

PREVIOUS ACTION

(e.g. 5 year written reference). Using
MSTAR allows LCC to insist on certain
standards and ensure they are
maintained and there is consistent
application.

Whilst there is agreement that
councils’” should tackle personal
budget fraud, PPP acknowledges the
need for councils to adopt a balanced
approach and introduce proportionate
measures that do not reduce the
choice and control that direct
payments (as part of personal
budgets) aims to bring.

The Council produces guidance for
service users who receive and manage
their own Cash Payments as well as
additional guidance for people acting
as a “Suitable Person”. All users
receiving a direct payment sign a ‘cash
agreement’ which clearly states
expectations and consequences of
misuse. Any misuse of personal
budgets should normally be identified
at the ‘review’ stage which is
conducted by trained social workers,
with an additional worksheet for
workers which prompts what
anomalies to look for, what would
constitute a minor and major breach,
and what to do.

The ‘Customer Journey Simplification
Project’ being introduced by the
department, together with the
implementation of the IAS application,
is intended to add more robustness to
both the awarding and review stage of
the personal budget process.

2014 UPDATE

Journey Simplification
Project’ the Resource
Allocation System (RAS)
used to assess
‘indicative budgets’ for
care packages is being
updated in line with the
Care Act. There are
inbuilt authorisation
processes within the
Management
Information System

approval should
budgets exceed certain
limits.

A new resource
allocation system for
service users and for
carers is being
developed and
validated to ensure it is
affordable and allows
sufficient funds to meet
need.

The project instigated
and supported a review
of the outstanding
Provider Managed
Account balances in
Autumn 2014. This was
undertaken by the

Review Team and

As part of the ‘Customer

which require managers
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AND ISSUES

YES NO PREVIOUS ACTION

2014 UPDATE

identified and retrieved
substantial unused
funds residing with care
providers, held on
behalf of service users.
As a result of this work,
Customer Journey
Simplification have
been authorised to
undertake a full review
of the PMA offering
later in 2015, with a
view to either
improving
understanding and
controls over the
service, or ceasing to
offer it. Reviews
targeted specifically at
this group of service
users have been
undertaken.

Pre-payment cards are
to be introduced from
April 2015, negating the
need for service users
to open a second bank
account for their
personal budget to be
paid into. This will assist
the financial auditing of
service users accounts —
providing access to
monitor expenditure
online through light
touch financial audits,
and also receive daily
alerts where customers
have either not been
spending their funds,
have been mis-spending
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2014 UPDATE

them, or have not been
making their agreed
financial contribution,
thus tightening up on
the speed and accuracy
of expenditure.

Procurement of an
employment support
service offer to ensure
service users employing
Personal Assistants have
advice, information and
support to manage their
budgets.

Additionally, personal
budgets is a new data
set within the biennial
National Fraud Initiative
data-matching exercise.

There has not been any
expansion of personal
budgets beyond Direct
Payments in the
Children and Families
Service yet.

27.Have we updated
our whistleblowing
arrangements, for
both staff and
citizens, so that they
may raise concerns
about the financial
abuse of personal
budgets?

The Council’s Whistleblowing
arrangements are being revised (see
Q16 above).

The revised Policy is intended to cover
concerns that fall outside the scope of
other existing Council procedures and
to that effect, does not replace Adult
Social Care Safeguarding Reporting or
Adult Social Care Complaints
Procedures under which the above
would be covered.

The Council’s
Whistleblowing Policy
has now been fully
revised and published
January 2015. The
revision aligns to the
British Standard
(PAS1998)
Whistleblowing
Arrangements Code of
Practice.

28.Do we take proper
action to ensure that

The County Council does not collect
Council Tax directly, but via the 7

As before.

The latest external
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IIl. CURRENT RISKS
AND ISSUES

we only award
discounts and
allowances to those
who are eligible?

Housing Benefit

29.When we tackle
housing benefit
fraud do we make
full use of:

e National Fraud
Initiative;

e Department for
Work and
Pensions
Housing Benefit
matching
service;

e internal data
matching; and

e private sector
data matching?

YES NO

n/a

141

PREVIOUS ACTION

district councils. Given that the County
Council receives c. 70% of the
collections, in the past there has been
little incentive for districts to
investigate potential fraud; but given
the potential financial loss (in times of
austerity) it has been recognised that
more needs to be done. The County
Council contributed towards a Single
Person Discounts (SPD) review, a
scheme provided by an external
provider that involved data matching
and investigation.

n/a — this question is not applicable to
an upper tier authority.

2014 UPDATE

review of SPD (2014)
projects savings of
almost £900k of which
Leicestershire is the
main beneficiary
(c.75%). Whilst there is
a cost to this work, the
savings return is in the
region of £13 for every
£1 spent.

n/a

IV. OTHER FRAUD
RISKS

YES NO

PREVIOUS ACTION

2014 UPDATE

30.Do we have
appropriate and
proportionate
defences against the
following fraud risks:

e business rates;

The Government introduced the
Business Rates Retention system from
April 2013. Like Council Tax, business
rates are collected by the districts with

Informal discussions are
being held with District
Councils with regards to
adopting a pro-active
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the majority retained by them and
Central Government and there is
currently no contribution paid
towards tacking potential fraud.

2014 UPDATE

approach, similar to the
council tax scheme,
where due
consideration will be
given to contributing
funding, proportionate
to income receivable.
Possible actions under
consideration are
employing a firm of
legal specialists to
investigate fraud, the
employment of
additional inspectors
and the use of specialist
software to identify
potential fraud.

schools; and

Most schools have adopted local
policies to suit their operational
environment.

With a significant number of schools
within Leicestershire converting to
academy status, there are fewer
requirements within the Council to
rigorously monitor schools
procedures. The Internal Audit

e Right to Buy; n/a n/a — this question is not applicable to | n/a
an upper tier authority.

e council tax v From April 2013 the government DDS was underspent in

reduction; replaced Council Tax benefit with 2013/14 and the
Local Council Tax support. Within this, | underspend was carried
councils were given the freedom to forward to fund DDS in
devise their own local support 2014/15. Expenditure in
schemes, including how much support | 2014/15 has been
they give to particular groups. Within | slightly higher, probably
Leicestershire, a Discretionary mainly due to increases
Discount Scheme (DDS) has been in the amounts that
implemented which gives people a working age recipients
discount in the short term dependent | of council tax support
on whether they meet the eligibility have to pay. The level of
criteria, assessed by the Housing & funding from the
Benefits teams at district level. The County Council and
County Council has agreed funding to | other authorities in
support the DDS and receives updates | 2015/16 and later years
from districts on the latest financial is under review and is
position. likely to be reduced.
4 As before.

Internal Audit issues
regular fraud alerts and
best practice guidance
to LA-maintained
schools and also to its
traded external
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IV. OTHER FRAUD YES NO PREVIOUS ACTION 2014 UPDATE
RISKS
Service continues routine auditing of academy clients.
LA-maintained schools, where internal
controls to prevent fraud are tested.
e grants? 4 The County Council awards a variety As before.

of grants, each attracting its own
criteria and conditions. However, all
grant fund applications go through an
established process where
fundamental principles are followed
to ensure protection of these funds.
Most organisations applying are
known to LCC thereby reducing any
suspicion from a very early
(application) stage. Where an
application is made and the
organisation is previously unknown,
an LCC officer will visit the site as a
pre-condition of the assessment.

Certain grants are subject to an
independent ‘panel review’ to how
the fund is awarded - decisions are not
taken lightly with rigorous checks to
ascertain if the applying organisation
is able to appropriately deal with that
level of funding etc.

Other conditions include (but are not
limited to): Matching objectives of
project against those identified in a
Parish Plan; Applicants needing to
have a bank account, with at least two
signatories; Applicants requesting
more than £1,000 from the should be
a formally constituted voluntary or
community group or registered
charity. All applications are assessed
by giving due consideration to the
evidence of need and proposed
project outcomes demonstrated, in
line with the eligibility criteria defined.

Grant payments will normally be
released on completion of the
project/activity for which funding has
been approved, and on receipt of
invoices. Successful applicants are
also expected to provide feedback /
evidence of spend (e.g. letter, short
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IV. OTHER FRAUD YES NO PREVIOUS ACTION

RISKS

2014 UPDATE

report, photograph, visit from funder)
to confirm the project activities have
taken place. Completion of the Fraud
Survey has shown nil amounts for
Grant fraud.
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145 Agenda Item 10

M Leicestershire
County Council
CORPORATE GOVERNANCE COMMITTEE: 20 FEBRUARY 2015

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES

ANTI-FRAUD AND CORRUPTION FRAMEWORK

Purpose of the Report

1. To present to Committee three new / updated polices and strategies that will
form part of the Council’s overall suite of counter fraud documents.

Background

2. The new CIPFA Code of Practice, “Managing the Risk of Fraud and Corruption”
(October 2014) sets out a minimum anti-fraud and corruption framework for
local authorities. The expectation is that authorities have the following policies,
strategies and procedures within their overall suite of counter fraud documents:

Counter fraud policy

Whistleblowing policy

Anti-money laundering policy

Anti-bribery policy

Anti-corruption policy

Gifts and hospitality policy and register

Pecuniary interest and conflicts of interest policies and register
Codes of conduct and ethics

Information security policy

Cyber security policy.

3. Atits meeting of 24 November 2014, the Committee agreed that the principles
of the CIPFA Code should be adopted in support of the Council’s initiatives to
improve further the prevention and pursuit of fraud. A statement of either
conformance to the Code or further action required will need to approved by the
Committee and signed by the Chief Executive and Leader in order to be
contained in the Council’'s Annual Governance Statement

4. An exercise was undertaken to benchmark the Council’s existing suite of
counter fraud documents against the expectations of the CIPFA Code to ensure
compliance. This has led to the development of three specific policies and
strategies:

¢ Anti-Fraud and Corruption Policy Statement and Strategy (revised) —
Appendix A
e Anti-Bribery Policy Statement and Procedures (new) — Appendix B
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¢ Anti-Money Laundering Policy (new) — Appendix C

5.  The Anti-Fraud and Corruption Strategy (Appendix A) contains at section 10 the
developments / actions the Council proposes over the medium term future to
further improve its resilience to fraud and corruption. It refers to outputs from
both the Fraud Risk Assessment and the revised Protecting the Public Purse
2014 Checklist which will be used proactively to plan counter-fraud activity
during 2015-16 including as part of the Internal Audit Plan

6. Other documents have been recently revised by the County Solicitor
(Monitoring Officer), for example the Employee Code of Conduct and the
Whistleblowing Policy. Therefore, at the end of this process, the majority of the
Council’s counter fraud documents will be up-to-date and relevant.

Recommendation

7. The Committee is asked to approve the three new policies and to authorise the
Director of Corporate Resources to make any minor amendments necessary.

Equality and Human Rights Implications

8.  None arising from this report.

Circulation Under the Local Issues Alert Procedure

9. None.

Background Papers

10. Corporate Governance Committee — 24 November 2014 — Risk Management
Update, including the CIPFA Code of Practice on Managing the Risk of Fraud
and Corruption.

Appendices

Appendix A — Anti-Fraud & Corruption Policy Statement and Strategy
Appendix B — Anti-Bribery Policy Statement & Procedures

Appendix C — Anti-Money Laundering Policy

Officers to Contact

Chris Tambini, Assistant Director - Strategic Finance and Property
75:0116 305 6199
Y@: chris.tambini@leics.gov.uk

Neil Jones, Head of Internal Audit Service
7: 0116 305 7629
“M: neil.jones@leics.gov.uk
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APPENDIX A

Leicestershire
County Council

Anti-Fraud and
Corruption

POLICY STATEMENT AND STRATEGY

Document Details:

Owner/Lead Officer: Head of Internal Audit Service, Corporate Resources
Department

Date: February 2015

Review Arrangements: Next Review Date - February 2017
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Anti-Fraud and Corruption Policy Statement

This Statement sets out Leicestershire County Council’s (the Council’s) policy in
relation to fraud and corruption. It has the full support of both the Council’s senior
management in the form of the Corporate Management Team (CMT) and elected
members through Corporate Governance Committee (CGC). .

The Council takes its responsibilities to protect the public purse very seriously and is
fully committed to the highest ethical standards, in order to ensure the proper use
and protection of public funds and assets. To achieve the objectives set out within
the Council’s Strategic Plan 2014-18, the Council needs to maximise the financial
resources available to it. In order to do this, the Council has an ongoing commitment
to continue to improve its resilience to fraud, corruption and other forms of financial
irregularity.

The Council advocates strict adherence to its anti-fraud framework and associated
policies. Whilst individual circumstances of each case will be carefully considered, in
the majority of cases there will be a zero tolerance approach to fraud and corruption
in all of its forms. The Council will not tolerate fraud or corruption by its councillors,
employees, suppliers, contractors, partners, service users or members of the general
public and will take all necessary steps to investigate all allegations of fraud or
corruption and pursue sanctions available in each case, including removal from
office, disciplinary action, dismissal, civil action for recovery and/or referral to the
Police and/or other agencies. The required ethical standards are included in our
Members’ Code of Conduct and Officers’ Code of Conduct, both documents forming
part of the overall Constitution of the County Council.

The County Council fully recognises its responsibility for spending public money and
holding public assets. The prevention, and if necessary the investigation, of fraud
and corruption is therefore seen as an important aspect of its duties which it is
committed to undertake. The procedures and also the culture of the County Council
are recognised as important in ensuring a high standard of public life.

The County Council's general belief and expectation is that those associated with it
(employees, members, school governors, service users, contractors and voluntary
bodies) will act with honesty and integrity. In particular members and employees are
expected to lead by example and will be accountable for their actions.

The County Council will take steps to help ensure high standards of ethical
behaviour are adopted in partnerships of which the County Council is a member.
This will be done through applying appropriate elements of this Strategy to all
partnership working, where it is relevant to do so. With regard to partnership
working, responsibility for Codes of Conduct and policies of this nature (and so for
enforcement action for breach of those codes or policies) generally lies with the
relevant individual organisation in the partnership. Where appropriate, the County
Council will draw the attention of the partner organisation to its concerns.
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This Policy Statement is underpinned by an Anti-Fraud and Corruption Strategy (the
Strategy). The Strategy sets out what actions the Council proposes to take over the
medium-term future to continue to develop its resilience to fraud and corruption. It
sets out the key responsibilities with regard to fraud prevention, what to do if fraud is
suspected and the action that will be taken by management.

................................. Byron Rhodes, Cabinet Lead Member for Resources

................................. John Sinnott, Chief Executive

................................. Chris Tambini, Chief Financial Officer

................................. David Morgan, County Solicitor & Monitoring Officer

February 2015
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Anti-Fraud and Corruption Strategy

1. Introduction

Leicestershire County Council (the Council) advocates strict adherence to its anti-
fraud framework and associated policies. In the majority of cases this would be a
zero tolerance approach to all forms of fraud, corruption and theft, arising both from
within the Council and externally. The Council recognises that fraud and other forms
of financial irregularity can:

» Undermine the standards of public service that the Council seeks to achieve;

» Reduce the level of resources and services available for the residents of
Leicestershire; and

» Result in major consequences which reduce public confidence in the Council.

This Strategy defines both the proactive and reactive components of a good practice
response to fraud risk management. It sets out the key responsibilities within the
Council with regard to fraud prevention, what to do if fraud is suspected and the
action that will be taken by management. The Strategy provides overarching
governance to the Council’s suite of counter fraud policies and procedures which
include: -

» The Council's Constitution, incorporating the Members’ Code of Conduct,
Officers’ Code of Conduct, Contract Procedure Rules, Financial Procedure
Rules.

Whilstleblowing Policy.

Gifts & Hospitality Policy.

Policy on the Declaration of Personal Interests.
Anti-Bribery Policy.

Anti-Money Laundering Policy.

YV V V V V V

Information Security Policy.

This Strategy adheres to the CIPFA Code of Practice on Managing the Risk of Fraud
and Corruption 2014 (the Code). The Code requires leaders of public sector
organisations to have a responsibility to embed effective standards for countering
fraud and corruption in their organisations in order to support good governance and
demonstrate effective financial stewardship and strong public financial management.
In November 2014, both CMT and CGC resolved to adopt the principles of the Code
and report annually on conformance to it.

The five key elements of the CIPFA Code are to:
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Acknowledge the responsibility of the governing body — in the
Council’s case Elected Members and the Corporate
Management Team — for countering fraud and corruption

ACKNOWLEDGE

Identify the fraud and corruption risks

Develop an appropriate anti-fraud and corruption strategy

Provide resources to implement the strategy PREVENT

Take action in response to fraud and corruption PURSUE

The five elements link to three key themes: Acknowledge, Prevent and Pursue,
contained within the Local Government Fraud Strategy: Fighting Fraud Locally.

Acknowledge Prevent Pursue

Acknowledging and Preventing and detecting Being stronger in punishing

understanding fraud risks more fraud fraud and recovering losses

+ Assessing and understanding + Making better use of + Prioritising fraud recovery
fraud risks information and technology and the use of civil sanctions
« Committing support and s Enhancing fraud controls and + Developing capability and
resource to tackling fraud processes capacity to punish fraudsters
+ Maintained a robust anti- + Developing a more effective + Collaborating across local
fraud response anti-fraud culture authorities and with law
enforcement

2. Definitions

What is Fraud?
Fraud is a type of criminal activity, defined by the Serious Fraud Office as:

‘abuse of position, or false representation, or prejudicing someone's rights for
personal gain’.

Put simply, fraud is an act of deception intended for personal gain or to cause a loss
to another party.

The general criminal offence of fraud is defined by the Fraud Act 2006 and can
include:

» deception whereby someone knowingly makes false representation
» or they fail to disclose information
5
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» or they abuse a position.
What is Corruption?
Corruption is the deliberate misuse of a position for direct or indirect personal gain.
This includes offering, giving, requesting or accepting a bribe or reward, which
influences actions or the actions of someone else. The Bribery Act 2010 makes it

possible for individuals to be convicted where they are deemed to have given their
consent or tacit approval in giving or receiving a bribe.

The Act also created the Corporate Offence of “Failing to prevent bribery on behalf of
a commercial organisation” (corporate liability). To protect itself against the
corporate offence, the Act requires an organisation to have “adequate procedures in
place to prevent bribery”. The Council has a separate Anti-Bribery Policy which
discusses bribery and the provisions of the Bribery Act in detail, including advice for
staff on escalating concerns. In addition, this Strategy, the Council's Codes of
Conduct and the Whistleblowing Policy, along with the educating of staff (e.g.
through induction, e-learning etc.) are designed to meet the requirement.

What is Theft?

Theft is the misappropriation of cash or other tangible assets. A person is guilty of
“theft” if he or she dishonestly takes property belonging to another, with the intention
of permanently depriving the other of it. The criminal offences associated with theft
are predominantly set out in the Theft Act 1968 and the Theft Act 1978.

3. Scope

The Council will not tolerate fraud or corruption (or other forms of financial
irregularity) by anyone. Consequently, this Strategy applies to a wide range of
persons, including:

» All County Council employees (including volunteers, temporary staff and
agency staff);

» Elected Members;

» Staff and Committee Members of Council funded voluntary organisations;

» County Council’s partners;

» LA-maintained schools;

» County Council suppliers, contractors and consultants (whether engaged
directly or indirectly through partnership working);

» Service users; and

» Members of the general public.
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4. Strategy Aims and Objectives
Through this Strategy the aims and objectives are to:

» Protect the Council's valuable resources by ensuring they are not lost through
fraud but are used to provide quality services to Leicestershire residents and
visitors;

» Create and promote a robust ‘anti-fraud’ culture across the organisation which
highlights the Council’s zero tolerance of fraud, corruption and theft;

» Ensure effective Counter Fraud systems and procedures are in place which:

> Ensure that the resources dedicated to combatting fraud are
sufficient and those involved are appropriately skilled;

» Proactively deter, prevent and detect fraud, corruption and theft;

A\

Investigate suspected or detected fraud, corruption and theft;

» Enable the Council to apply appropriate sanctions and recover all
losses; and

» Provide recommendations to inform policy, system, risk
management and control improvements, thereby reducing the
Council’s exposure to fraudulent activity.

» Create an environment that enables the reporting of any genuine suspicions
of fraudulent activity. However, the Council will not tolerate malicious or
vexatious allegations or those motivated by personal gain and, if proven,
disciplinary or legal action may be taken

» Ensure the rights of people raising legitimate concerns are properly protected

» Work with partners and other investigative bodies to strengthen and
continuously improve the Council’s resiliency to fraud and corruption.

5. What is LCC’s Approach to Countering Fraud

Managing the Risk of Fraud and Corruption

Whilst all stakeholders in scope have a part to play in reducing the risk of fraud,
Elected Members and Senior Management are ideally positioned to influence the
ethical tone of the organisation and play a crucial role in fostering a culture of high
ethical standards and integrity.

As with any risk faced by the Council, it is the responsibility of managers to ensure
that fraud risk is adequately considered within their individual service areas and in
support of achieving strategic priorities, business plans, projects and programmes
objectives and outcomes. In making this assessment it is important to consider the
risk of fraud occurring (i.e. proactive) rather than the actual incidence of fraud that
has occurred in the past (reactive). Once the fraud risk has been evaluated,
appropriate action should be taken by management to mitigate those risks on an

7
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ongoing basis, for example through introducing and operating effective systems of
internal control (“first line of defence”).

Adequate supervision, recruitment and selection, scrutiny and healthy scepticism
must not be seen as distrust but simply as good management practice shaping
attitudes and creating an environment opposed to fraudulent activity.

Good corporate governance procedures are a strong safeguard against fraud and
corruption. The Council's Corporate Governance Committee plays a key role in
scrutinising the Council’'s approach to both fraud and risk management; and its wider
resiliency to financial irregularity in general (“second line of defence”).

The Council’s Internal Audit Service undertakes risk-based assurance work each
year centred on a management approved Internal Audit Plan. This assurance work
involves a review of systems and procedures, including a review of the management
of risk (of both fraud and other types of risk) whereby system vulnerabilities are
brought to the attention of management along with recommendations to strengthen
procedures (“third line of defence”).

6. Fighting Fraud Locally: Acknowledge — Prevent — Pursue

The Council seeks to fulfil its responsibility to reduce fraud and protect its resources
by a strategic approach consistent with that outlined in both CIPFA’'s Code of
Practice on Managing the Risk of Fraud and Corruption and in the Local Government
Fraud Strateqy — Fighting Fraud Locally, and its three key themes of Acknowledge /
Prevent / Pursue: -

The Council’s commitment to tackling fraud threat is clear. We have
strong whistleblowing procedures and support those who come
Committing | forward to report suspected fraud. All reports will be treated seriously
Support and acted upon. Staff awareness of fraud risks is through e-learning
and other training. Our suite of counter fraud strategies, policies and
procedures is widely published and kept under regular review.

We will continuously assess those areas most vulnerable to the risk of
fraud as part of our risk management arrangements. These risk
assessments will inform our internal controls and counter fraud
Assessing | priorities. Elected Members and Senior Officers have an important role
Risks to play in scrutinising risk management procedures and risk registers.

ACKNOWLEDGE

Also, the Internal Audit Service will carry out assurance work in areas
of higher risk to assist management in preventing fraudulent activity.

We will strengthen measures to prevent fraud. The Internal Audit

Robust Service will work with management and our internal partners such as
Response | HR, Finance, Legal and policy makers to ensure new and existing
systems and policy initiatives are adequately fraud proofed.
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We will make use of data and analytical software to prevent and
Better Use | jetect fraudulent activity. We will look for opportunities to share data
of and fraud intelligence to increase our capability to uncover potential
Information | ang actual fraud. We will play an active part in the biennial National
Technology | Frad Initiative (NFI) data matching exercise.
We will educate managers with regard to their responsibilities for
E operating effective internal controls within their service areas.
w Fraud ,
> Controls We .WI|| promo'ge strong management and good governance that
E and provides scrutiny and independent challenge to risks and
o Processes management controls. Routine Internal Audit Service reviews will
seek to highlight vulnerabilities in the control environment and make
recommendations for improvement.
We will promote and develop a strong counter fraud culture, raise
Anti-Fraud | awareness, provide a fraud e-learning tool and provide information on
Culture all aspects of our counter fraud work.
A crucial element of our response to tackling fraud is recovering any
Fraud monies lost through fraud. This is an important part of our strategy and
Recovery | | be rigorously pursued, where possible.

L. We will apply realistic and effective sanctions for individuals or
Punishing | 5rganisations where an investigation reveals fraudulent activity. This
Fraudsters | 5y include legal action, criminal and/or disciplinary action.

We will investigate instances of suspected fraud detected through the
planned proactive work; cases of suspected fraud referred from
Enforcement | internal or external stakeholders, or received via the whistleblowing
procedure. We will work with internal / external partners/organisations,
including law enforcement agencies.
7. Responsibilities

Stakeholder

Specific Responsibilities

Chief Executive

Accountable for the effectiveness of the Council’s arrangements for
countering fraud and corruption; duties in relation to members’ interests.

County Solicitor
(Monitoring
Officer)

To advise Councillors and Officers on ethical issues, standards and
powers to ensure that the Council operates within the law and statutory
Codes of Conduct/Practice. Overall responsibility for the maintenance
and operation of both Officers’ and Members’ Codes of Conduct, the
Whistleblowing Policy and other policies.

Determination of whether a case should be referred to the Police.

Chief Financial
Officer (S.151
Officer)

Legal duties with regard to the proper administration of financial affairs
including ensuring that the Council’s accounting control systems include
measures to enable the prevention and detection of inaccuracies and
fraud, and the reconstitution of any lost records and a requirement for an
adequate and effective internal audit of accounting records and of the
system of internal control in accordance with the proper practices in
relation to internal control. Additionally, a Head of Profession
responsibility to implement appropriate measures to prevent and detect

9
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fraud and corruption.

Corporate To monitor the adequacy and effectiveness of the arrangements in place
Governance for ensuring an adequate internal control environment and for combating
Committee fraud and corruption.

Elected To comply with the Members’ Code of Conduct and related Council
Members policies and procedures, to be aware of the possibility of fraud, corruption

and theft, and to report any genuine concerns accordingly.

External Audit

Statutory duty to ensure that the Council has adequate arrangements in
place for the prevention and detection of fraud, corruption and theft.

Head of Internal
Audit Service

Responsible for developing and maintaining advice and guidance on the
Council’'s approach to managing the risks of fraud, bribery and corruption.
The HolAS compiles a risk-based annual Internal Audit Plan designed to
evaluate the effectiveness of the control environment. Responsible for
ensuring that all suspected or reported irregularities are dealt with
promptly and in accordance with this Strategy and that action is identified
to improve controls and reduce the risk of recurrence. Advises on (or,
where appropriate, carries out) investigations.

Senior
Management,
DMTs, Service
Managers

To promote staff awareness and ensure that all suspected or reported
irregularities are immediately referred to the County Solicitor (Monitoring
Officer) and the Chief Financial Officer (s151 Officer). To ensure that
there are mechanisms in place within their service areas to assess the

risk of fraud, corruption and theft and to reduce these risks by
implementing strong internal controls.

LCC Staff To comply with Council policies and procedures, to be aware of the
possibility of fraud and corruption, and to report via the Whistleblowing
procedure any genuine concerns to management or the County Solicitor

(Monitoring Officer) or Chief Financial Officer (s151 Officer).

Public, Service
Users, Partners,
Contractors etc.

To be aware of the possibility of fraud and corruption against the Council
and to report any genuine concerns / suspicions.

8. Reporting, Advice, Support

The Council’'s approach to suspected fraud can be demonstrated in its Fraud
Response Plan / Flowchart - see Appendix 1 - Fraud Response Plan

The Council recognises that the primary responsibility for the prevention and
detection of fraud rests with management. If anyone believes that someone is
committing a fraud or suspects corrupt practices, these concerns should be raised in
the first instance directly with line management or to the County Solicitor (Monitoring
Officer) or Chief Financial Officer, in accordance with the Council’s Whistleblowing
Policy and Financial Procedure Rule 17.

Where managers are made aware of suspected fraud by employees, they have
responsibilities for passing on those concerns to the County Solicitor (Monitoring
Officer) or Chief Financial Officer. Managers should react urgently to evidence of
potential fraud or corruption. Headteachers of LA-maintained schools should also

10
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notify their Chair of Governors. Notifications must be treated with the utmost
confidentiality. Any person that is implicated in the alleged offence should not be
included in the notification procedure.

Employees who wish to raise a serious concern should refer to the detailed
Whistleblowing Policy.

The County Solicitor (Monitoring Officer) will refer all concerns in relation to possible
financial impropriety to the Chief Financial Officer. Thereafter, it is likely that the
Internal Audit Service, in conjunction with other services such as Human Resources,
Legal Services, ICT Services, will give advice and support to managers involved in
fraud investigation including on evidence gathering, documentation and retention,
disciplinary proceedings and, where relevant, referral to the Police.

9. Investigations

Investigations - To avoid potentially contaminating the evidence, managers should
not investigate concerns themselves without having sought relevant authority to do
so and instead should immediately report all suspicions of fraud or corruption, as
detailed above.

In more complex cases, investigations will be carried out by the Internal Audit
Service. Otherwise, the Internal Audit Service will give guidance to departments
(managers) on how to carry out investigations. In such circumstances the Internal
Audit Service will continue to have a ‘watching brief’ throughout the course of the
investigation and will continue to provide advice, where required. Managers should
not carry out their own investigations without first seeking advice from the
Internal Audit Service. Although departments and the Internal Audit Service may
undertake interviews there is a local agreement with the Police that these are not
conducted under caution. There is a presumption therefore that contact with the
Police will occur at a relatively early stage, once there is sufficient evidence to justify
it. The outcome of an investigation would typically be a full report produced for the
relevant Director which can then be used, if appropriate, in further disciplinary action
(or as part of a criminal investigation).

Criminal Offences - The County Solicitor will provide guidance as to whether a
criminal offence has occurred. In such cases the Council will seek a prosecution
unless the decision is taken, following advice from the County Solicitor, that it would
be inappropriate to do so.

Disciplinary Action - The Director (after taking relevant HR advice) will decide
whether disciplinary action should be taken against an employee. Cases of fraud or
corruption are likely to represent gross misconduct and therefore the employee could
be liable to dismissal.

Elected Members - The Chief Executive and the County Solicitor, acting as
Monitoring Officer, will advise on action in relation to members.

11
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Compensation - Where a case has been proved, the relevant Director and Chief
Financial Officer, with advice from the County Solicitor, will agree whether and how
much to pursue as compensation. The Director will also inform the Corporate
Resources Insurance Section where it is believed an insurance claim can be made).

Recording — The Head of Internal Audit Service (HolAS) will maintain a fraud
database where summary details of financial irregularities will be recorded.

Reporting - The Head of Internal Audit Service’s (HolAS) routine progress reports to
the Corporate Governance Committee will include summary details on investigations
into suspected fraud or corruption once the outcomes are finalised especially with
any cases that are subject to Police investigation. In addition, the HolAS also
reports annually on fraud and corruption activity through:

The National Fraud Initiative
The Audit Commission Annual Fraud and Corruption Survey leading to the
annual report on Protecting the Public Purse

e The Local Government Transparency Code

10. Action Plan

This Strategy sets out the developments / actions the Council proposes over the
medium term future to further improve its resilience to fraud and corruption. These
developments include the following actions:

Action Implementation
Date

To proactively use the results of previous fraud risk assessments, | February 2015
the issues highlighted in Protecting the Public Purse (PPP) 2014
and other intelligence to direct counter fraud resources in the
2015-16 Internal Audit Plan.

To refresh the Council’s suite of anti-fraud policies, strategies and | February 2015
procedures and to ensure that they continue to be relevant to
national guidance, e.g. CIPFA Code of Practice on Managing the
Risk of Fraud and Corruption (2014).

To ensure that fraud awareness is given adequate prominence in April 2015
the Council’s staff induction procedures.

To undertake an annual Fraud Risk Assessment covering the | October 2015
Council’'s main areas of exposure to fraud and to use the results
to influence the Council’s approach moving forward.

To update the Council's e-learning module on Fraud Awareness | October 2015
and to promote its uptake by all employees.

12
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To be an active participant in the 2015 National Fraud Initiative
(NFI) and to robustly investigate suspected cases of fraud
identified through NFI.

October 2015

To refresh the Fraud Awareness pages on the Corporate
Information Service (CIS) and to engage with managers through
targeted communications to emphasise their obligations to
operate effective systems of internal control which are designed
to reduce the risk to the Council of fraud, error or inadvertent
loss.

October 2015

To assess and address the fraud risks associated with the
Council becoming greater involved as a commissioner of
services.

October 2015

To assess and address the risks associated with partnership
work, particularly where the Council is the lead accountable body.

October 2015

To work with district council partners to further reduce the risk of
fraud in areas where there is joint benefit (e.g. Council Tax
benefit).

October 2016

11. Further Information

Further information on relevant Council policy and practice can be found in the

following internal documents:

» The Constitution (includes Financial Procedure Rules, Contract Procedure
Rules, Members’ Code of Conduct and Officers’ Code of Conduct);

Whistleblowing Policy;

Gifts & Hospitality Policy;

Anti-Bribery Policy;

Anti-Money Laundering Policy;

Information Security Policy;

LCC’s Fraud Response Plan / Flowchart (Appendix 1);
Risk Management web pages;

YV V.V V V VYV V V

Internal Audit web pages.

The County Council seeks to fulfil its responsibility to reduce fraud and protect our
resources by a strategic approach consistent with that outlined in both:

> CIPFA’s Code of Practice on Managing the Risk of Fraud and Corruption

(2014); and
> Local Government Fraud Strateqy — Fighting Fraud Locally

13




160

Leicestershire County Council: Anti-Fraud and Corruption Strategy

12. Strategy Review

The Chief Financial Officer (s.151 Officer) and the Council’'s Corporate Governance
Committee will ensure the continuous review and amendment of this Strategy, and
the Action Plan contained within it, to ensure that it remains compliant with good
practice national public sector standards, primarily CIPFA’s Code of Practice on
Managing the Risk of Fraud and Corruption and the Local Government Fraud
Strategy — Fighting Fraud Locally, and meets the needs of Leicestershire County
Council.

Responsible Officer: Head of Internal Audit Service

Review date: Biennially from February 2015

14
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APPENDIX 1
LCC’s Typical Fraud Response Plan

Fraud Concern
Identified

Reporting
Options

| ' I I

Whistleblowing Line Manager (or senior management, if Chief Financial County Solicitor /

Mechanism line manager involved) Officer Monitoring Officer

! |

Assessment of allegation by Manager (HR, Legal,

Internal Audit and Monitoring Officer if necessary)

No Sufficient to Yes
Proceed? L.
Record of Strategy Meeting
Decision [ ]
v v v
Management Internal Audit Police Investigation
Investigation Investigation
Feedback to T
referrer
Y
Prosecution
No
Fraud Refer to
v Indicated? Police
Management No case to
Action answer
¥

Consider any changes to the internal

Management Recovery of

control environment, e.g. further

Consideration losses

controls, as a result of lessons learned

F Y

Disciplinary Appeal

Disciplinary Hearing

¥

Action / Sanction

15
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APPENDIX B

Leicestershire
County Council

Anti-Bribery

POLICY STATEMENT AND PROCEDURES

Document Details:

Owner/Lead Officer: Head of Internal Audit Service, Corporate Resources
Department

Date: February 2015

Review Arrangements: Next Review Date - February 2017
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Anti-Bribery Policy Statement and Procedures

This Statement sets out Leicestershire County Council’s (the Council’s) policy in
relation to bribery. It has the full support of both the Council’s senior management in
the form of the Corporate Management Team (CMT) and elected members through
Corporate Governance Committee (CGC).

The Council takes its responsibilities to protect the public purse very seriously and is
fully committed to the highest ethical standards, in order to ensure the proper use
and protection of public funds and assets. To achieve the objectives set out within
the Council’s Strategic Plan 2014-18, the Council needs to maximise the financial
resources available to it. In order to do this, the Council has an ongoing commitment
to continue to improve its resilience to fraud, corruption (including bribery) and other
forms of financial irregularity.

The Council advocates strict adherence to its anti-fraud framework and associated
policies. Whilst individual circumstances of each case will be carefully considered, in
the majority of cases there will be a zero tolerance approach to fraud and corruption
(including bribery) in all of its forms. The Council will not tolerate fraud or corruption
by its councillors, employees, suppliers, contractors, partners or service users and
will take all necessary steps to investigate all allegations of fraud or corruption and
pursue sanctions available in each case, including removal from office, disciplinary
action, dismissal, civil action for recovery and/or referral to the Police and/or other
agencies. The required ethical standards are included in both the Members’ Code of
Conduct and Officers’ Code of Conduct, both documents forming part of the overall
Constitution of the County Council.

The County Council fully recognises its responsibility for spending public money and
holding public assets. The prevention, and if necessary the investigation, of fraud
and corruption (including bribery) is therefore seen as an important aspect of its
duties which it is committed to undertake. The procedures and also the culture of
the County Council are recognised as important in ensuring a high standard of public
life.

The County Council's general belief and expectation is that those associated with it
(employees, members, school governors, service users, contractors and voluntary
bodies) will act with honesty and integrity. In particular members and employees are
expected to lead by example and will be accountable for their actions.

The County Council will take steps to help ensure high standards of ethical
behaviour are adopted in partnerships to which the County Council is a member.
This will be done through applying appropriate elements of this document to all
partnership working, where it is relevant to do so. With regard to partnership
working, responsibility for Codes of Conduct and policies of this nature (and so for
enforcement action for breach of those codes or policies) generally lies with the
relevant individual organisation in the partnership. Where appropriate, the County
Council will draw the attention of the partner organisation to its concerns.
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This Anti-Bribery Policy Statement is supplementary to the Council’'s wider Anti-
Fraud and Corruption Strategy (the Strategy), which sets out what actions the
Council proposes to take over the medium-term future to continue to develop its
resilience to fraud and corruption. The Strategy sets out the key responsibilities with
regard to fraud prevention, what to do if fraud is suspected and the action that will be
taken by management.
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Anti-Bribery Policy Statement and Procedures

1.  What is Bribery?

Bribery is an inducement or reward offered, promised or provided to gain personal,
commercial, regulatory or contractual advantage.

2. The Bribery Act
There are four key offences under the 2010 Bribery Act:

Bribery of another person (section 1)
Accepting a bribe (section 2)

Bribing a foreign official (section 6)
Failing to prevent bribery (section 7)

The Bribery Act 2010 (http://www.opsi.gov.uk/acts/acts2010/ukpga 20100023 en_1)
makes it an offence to offer, promise or give a bribe (Section 1). It also makes it an
offence to request, agree to receive, or accept a bribe (Section 2). Section 6 of the
Act creates a separate offence of bribing a foreign public official with the intention of
obtaining or retaining business or an advantage in the conduct of business. There is
also a corporate offence under Section 7 of failure by a commercial organisation to
prevent bribery that is intended to obtain or retain business, or an advantage in the
conduct of business, for the organisation. An organisation will have a defence to this
corporate offence if it can show that it had in place adequate procedures designed to
prevent bribery by or of persons associated with the organisation.

3. Penalties
An individual guilty of an offence under sections 1, 2 or 6 is liable:

¢ On conviction in a magistrates court, to imprisonment for a maximum term of
12 months, or to a fine not exceeding £5,000, or to both

¢ On conviction in a crown court, to imprisonment for a maximum term of ten
years, or to an unlimited fine, or both

Organisations are liable for these fines and if guilty of an offence under section 7 are
liable to an unlimited fine.

4. Public contracts and failure to prevent bribery

Under the Public Contracts Regulations 2006 (which gives effect to EU law in the
UK), a company is automatically debarred from competing for public contracts where
it is convicted of a corruption offence, including bribery. The Council will, in such
cases, exclude organisations convicted of any such offences from participating in
tenders for public contracts with it.
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5. Policy Statement — Anti-Bribery

Bribery, either directly between two parties or using a third party as a conduit to
channel bribes to others, is a criminal offence. Leicestershire County Council (the
Council) does not, and will not, pay bribes or offer an improper inducement to
anyone for any purpose, nor does it or will it, accept bribes or improper inducements
or engage indirectly in or otherwise encourage bribery.

The Council is committed to the prevention, deterrence and detection of bribery. It
has a zero-tolerance approach towards bribery.

The Council aims to maintain anti-bribery compliance “business as usual’, rather
than as a one-off exercise.

6. Objective of this policy

This policy provides a coherent and consistent framework to enable the Council’s
employees (and other ‘relevant persons’) to understand and implement
arrangements enabling compliance. In conjunction with related policies and key
documents it will also enable employees to identify and effectively report a potential
breach.

The Council requires that all relevant persons, including those permanently
employed, temporary staff, agency staff, consultants, contractors, volunteers,
partners and Members:

e Act honestly and with integrity at all times and to safeguard the Council’s
resources for which they are responsible

o Comply with the spirit, as well as the letter, of the laws and regulations of all
jurisdictions in which the Council operates, in respect of the lawful and
responsible conduct of activities

7. Scope of this policy

This policy applies to all of the Council’s activities. For partners, joint ventures and
suppliers, it will seek to promote the adoption of policies consistent with the
principles set out in this policy.

Responsibility to control the risk of bribery occurring resides at all levels of the
organisation. It does not rest solely within assurance functions, but in all business
units and corporate functions.

This policy covers all personnel, including all levels and grades, those permanently

employed, temporary agency staff, contractors, non-executives, agents, Members,
volunteers and consultants.

8. The Council’s commitment to action

The Council commits to:
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9.

Setting out a clear anti-bribery policy and keeping it up to date

Making all employees aware of their responsibilities to adhere strictly to this
policy at all times

Training all employees so that they can recognise and avoid occurrences of
bribery by themselves and others

Encouraging its employees to be vigilant and to report any suspicions of
bribery, providing them with suitable channels of communication and ensuring
sensitive information is treated appropriately

Rigorously investigating instances of alleged bribery and assisting police and
other appropriate authorities in any resultant prosecution

Taking firm and vigorous action against any individual(s) involved in bribery
Provide information to all employees to report breaches and suspected
breaches of this policy

Include appropriate clauses in contracts to prevent bribery.

Bribery is not tolerated

It is unacceptable to:

give, promise to give, or offer a payment, gift or hospitality with the
expectation or hope that a business advantage will be received, or to reward a
business advantage already given

give, promise to give, or offer a payment, gift or hospitality to a government
official, agent or representative to "facilitate" or expedite a routine procedure
accept payment from a third party where it is known or suspected that it is
offered with the expectation that it will obtain a business advantage for them
accept a gift or hospitality from a third party where it is known or suspected
that it is offered or provided with an expectation that a business advantage will
be provided by the Council in return

retaliate against or threaten a person who has refused to commit a bribery
offence or who has raised concerns under this policy

engage in activity in breach of this policy.

10. Gifts and Hospitality

This policy is not meant to change the requirements of the Council’s gifts and
hospitality policy. This makes it clear that:

Nominal gifts and hospitality up to a financial value of £25 are often
acceptable, depending upon the circumstances

Reasonable, proportionate gifts and hospitality made in good faith and that
are not lavish are often acceptable.

In general terms, however, an employee must:

Treat any offer of a gift or hospitality if it is made to them personally with
extreme caution
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Not receive any reward or fee other than their salary

¢ Never accept monetary gifts of any kind
Always refuse offers of gifts or services to them (or their family members)
from organisations or persons who do, or might, provide work, goods or
services, to the County Council or who require a decision from the County
Council

¢ Always report any such offer to their line manager.

When deciding whether or not to accept an offer of a gift, the context is very
important. An offer from an organisation seeking to do business with or provide
services to the Council or in the process of applying for permission or some other
decision from the Council is unlikely ever to be acceptable, regardless of the value of
the gift.

11. Staff responsibilities

The prevention, detection and reporting of bribery and other forms of corruption are
the responsibility of all those working for the organisation or under its control. All
staff are required to avoid activity that breaches this policy.

As individuals you must:

e ensure that you read, understand and comply with this policy
e raise concerns as soon as possible if you believe or suspect that a conflict
with this policy has occurred, or may occur in the future.

As well as the possibility of civil legal action and criminal prosecution, staff that
breach this policy will face disciplinary action, which could result in dismissal for
gross misconduct.

12. Raising a concern

The Council is committed to ensuring that there is a safe, reliable, and confidential
way of reporting any suspicious activity, and wants each and every member of staff
to know how they can raise concerns.

All have a responsibility to help detect, prevent and report instances of bribery. If
you have a concern regarding a suspected instance of bribery or corruption, please
speak up — your information and assistance will help. The sooner it is brought to
attention, the sooner it can be resolved.

There are multiple channels to help raise concerns. Please refer to the Council’s
Whistleblowing policy and determine the favoured course of action. Preferably the
disclosure will be made and resolved internally (e.g. to a line manager or head of
department). Secondly, where internal disclosure proves inappropriate, concerns
can be raised with the County Solicitor (Monitoring Officer), the Chief Financial
Officer or the External Auditor. Raising concerns in these ways may be more likely
to be considered reasonable than making disclosures publicly (e.g. to the media).
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Concerns can be anonymous. In the event that an incident of bribery, corruption, or
wrong doing is reported, the Council will act as soon as possible to evaluate the
situation. It has clearly defined procedures for investigating fraud, misconduct and
non-compliance issues and these will be followed in an investigation of this kind.
This is easier and quicker if concerns raised are not anonymous.

Staff who raise concerns or report wrongdoing, including those staff who reject an
offer made to them that could be perceived as bribery, could understandably be
worried about the repercussions. The Council aims to encourage openness and will
support anyone who raises a genuine concern in good faith under this policy, even if
they turn out to be mistaken.

The Council is committed to ensuring nobody suffers detrimental treatment through
refusing to take part in bribery or corruption, or because of reporting a concern in
good faith.

13. Other relevant policies

Further information on relevant Council policy and practice can be found in the
following internal documents:

» The Constitution (includes Financial Procedure Rules, Contract Procedure
Rules, Members’ Code of Conduct and Officers’ Code of Conduct)

Anti-Fraud and Corruption Policy

Confidential Reporting Procedure (Whistleblowing Policy)

Gifts & Hospitality Policy

Y V V V

Anti-Money Laundering Policy

14. Useful links

> The Bribery Act 2010

» Bribery Act guidance

> CIPFA’s Code of Practice on Managing the Risk of Fraud and Corruption

> Local Government Fraud Strateqy — Fighting Fraud Locally

156. Policy review

The Chief Financial Officer (s.151 Officer) and the Council’'s Corporate Governance
Committee will ensure the continuous review and amendment of this policy
document, to ensure that it remains compliant with good practice national public
sector standards, primarily CIPFA’s Code of Practice on Managing the Risk of Fraud
and Corruption and the Local Government Fraud Strategy — Fighting Fraud Locally,
and meets the needs of Leicestershire County Council.
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Responsible Officer: Head of Internal Audit Service

Review date: Biennially from February 2015
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Anti-Money Laundering Policy Statement and Procedures

This Statement sets out Leicestershire County Council’s (the Council’'s) policy in
relation to money laundering. It has the full support of both the Council’s senior
management in the form of the Corporate Management Team (CMT) and elected
members through Corporate Governance Committee (CGC).

The Council takes its responsibilities to protect the public purse very seriously and is
fully committed to the highest ethical standards, in order to ensure the proper use
and protection of public funds and assets. The Council has an ongoing commitment
to continue to improve its resilience to fraud, corruption (including bribery and money
laundering) and other forms of financial irregularity.

The Council advocates strict adherence to its anti-fraud framework and associated
policies. Whilst individual circumstances of each case will be carefully considered, in
the majority of cases there will be a zero tolerance approach to fraud and corruption
(including bribery and money laundering) in all of its forms. The Council will not
tolerate fraud or corruption by its councillors, employees, suppliers, contractors,
partners or service users and will take all necessary steps to investigate all
allegations of fraud or corruption and pursue sanctions available in each case,
including removal from office, disciplinary action, dismissal, civil action for recovery
and/or referral to the Police and/or other agencies. The County Council's general
belief and expectation is that those associated with it (employees, members, school
governors, service users, contractors and voluntary bodies) will act with honesty and
integrity.

This Anti-Money Laundering Policy is supplementary to the Council’'s wider Anti-
Fraud and Corruption Strategy (the Strategy), which sets out what actions the
Council proposes to take over the medium-term future to continue to develop its
resilience to fraud and corruption. The Strategy sets out the key responsibilities with
regard to fraud prevention, what to do if fraud is suspected and the action that will be
taken by management.
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Anti-Money Laundering Policy Statement and
Procedures

1. Introduction

1.1 The Proceeds of Crime Act 2002, the Terrorism Act 2000 and the Money
Laundering Regulations 2007 place obligations on the Council and its
employees to establish internal procedures to prevent the use of their services
for money laundering.

2. What is Money Laundering?

2.1 Money laundering is the term used for a number of offences involving the
proceeds of crime or terrorism funds. The following constitute the act of money
laundering:

» Concealing, disguising, converting, transferring criminal property or removing
it from the UK (section 327 of the 2002 Act); 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); or

» Acquiring, using or possessing criminal property (section 329);

» Becoming concerned in an arrangement facilitating concealment, removal
from the jurisdiction, transfer to nominees or any other retention or control of
terrorist property (section 18 of the Terrorist Act 2000).

These are the primary money laundering offences and thus prohibited acts
under the legislation. There are also two secondary offences: failure to
disclose any of the primary offences and 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.

Potentially any member of staff could be caught by the money laundering
provisions if they suspect money laundering and either become involved with it
in some way and/or do nothing about it. This Policy sets out how any concerns
should be raised.

2.2 Money laundering is the process of channelling ‘bad’ money into ‘good ‘money
in order to hide the fact the money originated from criminal activity. Money
laundering often occurs in three steps: first, cash is introduced into the financial
system by some means ("placement"), the second involves a financial
transaction in order to camouflage the illegal source ("layering"), and the final
step entails acquiring wealth generated from the transactions of the illicit funds
("integration"). An example is where illicit cash is used (placed) to pay for the
annual non-domestic rates on a commercial premises (possibly also a large

3
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2.3

overpayment), and then within a very short time the property is vacated
(layering). A refund is made to the individual from the Council, ‘integrating’ the
source of the money.

Most money-laundering offences concern far greater sums of money since the
greater the sum of money obtained from a criminal activity, the more difficult it
is to make it appear to have originated from a legitimate source or transaction.

Whilst the risk to the Council of contravening the legislation is low, it is
extremely important that all employees are familiar with their legal
responsibilities: serious criminal sanctions may be imposed for breaches of the
legislation. A key requirement is for employees to promptly report any
suspected money laundering activity to the Money Laundering Reporting
Officer (MLRO).

3. Scope of the Policy

3.1

3.2

3.3

This Policy applies to all employees of Leicestershire County Council (‘the
Council’) and aims to maintain the high standards of conduct which currently
exist within the Council by preventing criminal activity through money
laundering. The Policy sets out the procedures which must be followed (for
example the reporting of suspicions of money laundering activity) to enable the
Council to comply with its legal obligations.

The Policy sits alongside the Council's suite of documents governing counter
fraud, including the Whistleblowing Policy, Employee Code of Conduct,
Members’ Code of Conduct and Anti-Fraud and Corruption Strategy.

Failure by a member of staff to comply with the procedures set out in this Policy
may lead to disciplinary action being taken against them. Any disciplinary
action will be dealt with in accordance with the Council's Disciplinary Policy.

4. What are the obligations on the Council?

41

>

>

>
>

4.2

Organisations conducting “relevant business” must:

appoint a Money Laundering Reporting Officer (“MLRO”) to receive
disclosures from employees of money laundering activity (their own or
anyone else’s);

implement a procedure to enable the reporting of suspicions of money
laundering;

maintain client identification procedures in certain circumstances; and
maintain record keeping procedures.

Not all of the Council's business is “relevant” for the purposes of the legislation.
It is mainly accountancy and financial, and company and property transactions
undertaken by Legal Services. However, the safest way to ensure compliance

4
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with the law is to apply it to all areas of work undertaken by the Council,
therefore, all staff are required to comply with the reporting procedure set out in
section 6 below.

5. The Money Laundering Reporting Officer

5.1

5.2

The officer nominated to receive disclosures about money laundering activity
within the Council is the Team Manager — Technical Accounting Team,
Strategic Finance Section who can be contacted as follows:

Team Manager — Technical Accounting Team
Strategic Finance Section

Corporate Resources Department
Leicestershire County Council

County Hall

Glenfield

Leicestershire

LE3 8RB

Email: & finance@)leics.gov.uk
Telephone: & 0116 305 7627 (direct line)

In the absence of the MLRO, the Head of Corporate Finance, is authorised to
deputise (7 0116 305 5998).

6. Disclosure Procedure

Cash Payments

6.1

6.2

6.3

No payment to the Council should automatically be accepted in cash
(including notes, coins or travellers cheques in any currency) if it exceeds
£5,000. This does not, however, mean that cash transactions below this value
will be valid and legal and should not arise any suspicion. Professional
scepticism should remain at all times.

Staff who collect cash payments are asked to provide the details of any cash
transaction over £5,000 to the MLRO so that precautionary checks can be
performed.

The Council, in the normal operation of its services, accept payments from
individuals and organisations. If an employee has no reason to suspect or
know that money laundering activity is taking/has taken place and if the money
offered is less than £5000 in cash as payment or part payment for
goods/services offered by the Authority then there is no need to seek guidance
from the MLRO.

If a member of staff has reasonable grounds to suspect money laundering
activities or proceeds of crime, or is simply suspicious, the matter should still be

5
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6.4

reported to the MLRO. If the money offered is £5,000 or more in cash then
payment must not be accepted until guidance has been received from the
MLRO even if this means the person has to be asked to wait.

Any officer involved in a transaction of this kind should ensure that the person
provides satisfactory evidence of their identity personally, through
passport/photo driving licence plus one other document providing evidence of
current address in the form of a bank statement, credit card statement,
mortgage or insurance details or a utility bill. Where the other party is a
company, this can be done through company formation documents or business
rate bill.

Reporting to the Money Laundering Reporting Officer (MLRO)

6.5

6.6

6.7

Any employee who becomes concerned that their involvement in a matter may
amount to a prohibited act under the legislation, must disclose this promptly to
the MLRO or deputy. The disclosure should be at the earliest opportunity
of the information coming to your attention, not weeks or months later.
Should you not do so, then you may be liable to prosecution.

The employee must follow any subsequent directions from the MLRO or deputy
and must not make any further enquiries themselves into the matter.
Additionally, they must not take any further steps in the transaction without
authorisation from the MLRO or deputy.

The employee must not disclose or otherwise indicate their suspicions to the
person(s) suspected of money laundering. They must not discuss the matter
with others or note on a file that a report has been made to the MLRO in case
this results in the suspect becoming aware of the suspicion.

Consideration of the disclosure by the Money Laundering Reporting Officer

6.8

6.9

The MLRO or deputy must promptly evaluate any disclosure to determine
whether it should be reported to the National Crime Agency (NCA).

The MLRO or deputy must, if they so determine, promptly report the matter to
the NCA on their standard report form and in the prescribed manner. Up to
date forms can be downloaded from the NCA website at:

http://www.nationalcrimeagency.gov.uk/ (main NCA website)

https://www.ukciu.gov.uk/(osvifg55vxdphzrs40egnj45)/saronline.aspx (a direct
link to the NCA'’s electronic referral form)

6.10 All disclosure reports referred to the MLRO or deputy and reports made to the

NCA must be retained by the MLRO in a confidential file kept for that purpose,
for a minimum of five years. The Money Laundering Disclosure Form
(Appendix 1) should be used by the MLRO to facilitate the recording of any
action taken.
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6.11 The MLRO or deputy will commit a criminal offence if they know or suspect, or
have reasonable grounds to do so, through a disclosure being made to them,
that another person is engaged in money laundering and they do not disclose
this as soon as practicable to the NCA.

7. Record Keeping

7.1 The MLRO will keep a record of all referrals made to him and of any action
taken / not taken. The precise nature of these records is not set down in law
but should be capable of providing an audit trail during any subsequent
investigation.

8. Guidance and Training
8.1 In support of this policy, the Council will:
» make all staff aware of the requirements and obligations placed on the

Council and on themselves as individuals by the anti-money laundering
legislation; and

» give targeted training to those most likely to encounter money laundering.
9. Risk Management and Internal Control
9.1 The risk to the County Council of contravening the anti-money laundering
legislation will be assessed on a periodic basis and the adequacy and

effectiveness the Anti-Money Laundering Policy will be reviewed in light of such
assessments.

10. Further Information

10.1 Further information can be obtained from the MLRO and the following sources:

National Crime Agency (NCA) — www.nationalcrimeagency.gov.uk

o CIPFA - www.cipfa.orag/membership/practice-assurance-scheme/anti-money-
laundering

e CCAB - Anti-Money Laundering (Proceeds of Crime and Terrorism) —
Guidance for Accountants — www.ccab.org.uk (main site) or
www.ccab.org.uk/documents/20140217%20FINAL%202008%20CCAB%20gu
idance%20amended%202014-2-17pdf.pdf (direct link)

e The Law Society - Anti-Money Laundering Guidance and Advice -
www.lawsociety.org.uk/advice/anti-money-laundering/
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11. Policy review

The Chief Financial Officer (s.151 Officer) and the Council’'s Corporate Governance
Committee will ensure the continuous review and amendment of this policy
document, to ensure that it remains compliant with good practice national public
sector standards, primarily CIPFA’s Code of Practice on Managing the Risk of Fraud
and Corruption and the Local Government Fraud Strategy — Fighting Fraud Locally,
and meets the needs of Leicestershire County Council.

Responsible Officer: Team Manager — Technical Accounting Team (Money
Laundering Reporting Officer)

Review date: Biennially from February 2015
12. Appendices

Appendix 1 — Money Laundering Disclosure Form (proforma for use by MLRO)
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APPENDIX 1
MONEY LAUNDERING DISCLOSURE FORM
THE FOLLOWING PART OF THIS FORM IS FOR COMPLETION BY THE MONEY
LAUNDERING REPORTING OFFICER (MLRO)
Date reportreceived: .......ccooiiiiiiiii

Date receipt of report acknowledged: .........c.ccoiiiiiiiiiiii i

CONSIDERATION OF DISCLOSURE:

Action Plan:

OUTCOME OF CONSIDERATION OF DISCLOSURE:

Are there reasonable grounds for suspecting money laundering activity:




182

Leicestershire County Council: Anti-Money Laundering Policy

If there are reasonable grounds for suspicion, will a report be made to the
NCA?

Yes/No (please select the relevant option)

and complete the box below:

Details of liaison with NCA regarding the report:
Notice Period: ..........cocvvnininnnnn. TO i

Moratorium Period: .......ccovvvvviiieeanns o Y

Is consent required from the NCA to any ongoing or imminent transactions
which would otherwise be prohibited acts?

Yes/No (please select the relevant option)

If yes, please enter full details in the box below:

10
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Date consent received from NC A ... iieiee et raiin s s raaannnnnnees

Date consent given by you to employee: ........ccooiiiiiiiiiiiiiiiiin e

If there are reasonable grounds to suspect money laundering but you do not
intend to report the matter to NCA, please set out below the reason(s) for non-
disclosure:

[Please set out reasons for non-disclosure]

Date consent given by you to employee for any prohibited act transactions to
proceed:

Other relevant information:

SigNEd: ...

0T T = o -

THIS REPORT IS TO BE RETAINED FOR AT LEAST FIVE YEARS.

11
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185 Agenda Item 11

Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE — 20™ FEBRUARY 2015

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES

QUARTERLY TREASURY MANAGEMENT REPORT

Purpose of the Report

To update the Corporate Governance Committee about the actions taken in respect
of treasury management in the quarter ended 31% December 2015.

Background

Treasury Management is defined as:-

“The management of the organisation’s investments and cash flows, its banking,
money market and capital market transactions; the effective control of the risks
associated with those activities; and the pursuit of optimum performance consistent

with those risks”.

A quarterly report is produced for the Corporate Governance Committee to provide
an update on any significant events in the area of treasury management.

Economic Background

The UK economy slowed marginally from its growth in the first half of the year, but
the growth was still robust by both historic UK standards and relative to how most
other economies are currently faring. The growth remains based on consumer
spending and the housing market, with manufacturing continuing to lag. Forecasts
for economic growth in 2015 and 2016 were revised down as a result of the narrow
nature of the factors that are leading the recovery, but the significant fall in the oil
price that happened towards the end of the year is expected to be positive for
growth and forecasts might ultimately be revised upwards again.

Unemployment levels continued to fall and, for the first time in many years, wage
growth was higher than inflation. Although wage growth outstripping inflation was
more down to the fall in inflation than any major change to wage growth, survey
evidence suggests that wage growth will accelerate and that real pay growth will
occur for at least the next two years. Labour productivity levels in the UK, however,
continue to be disappointing and an improvement in productivity will be key to
whether employers can afford the higher wages that the surveys suggest will follow.

Consumer Price Inflation in December 2014 was just 0.5%, its joint-lowest level
since this index commenced over 25 years ago. The significant fall in petrol prices
and an intense supermarket price war were key factors in the fall of inflation, and
there is a distinct possibility that inflation will fall further in the period ahead (and it
may even turn negative for a short while). If the UK does experience deflation it is
unlikely to be damaging in the same way as the deflation that threatens Eurozone,
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which is due to lack of demand and risks becoming ingraining into expectations and
encouraging consumers to postpone spending.

The US economy continues to show healthy growth, and their Quantitative Easing
programme came to an end in October 2014. In comparison the Eurozone is close
to recession and is likely to commence a huge Quantitative Easing programme
early in 2015.

Action Taken during September Quarter

The balance of the investment portfolio decreased from £190.4m at the end of
September to £164.1m at the end of December 2014. This fall in the balance is
normal during this time of the year, and particularly in December, as it is a period
during which relatively low levels of grant income and precept are received. Given
the lack of available counterparties, and the fact that the portfolio is already up to
the allowed limit for most acceptable counterparties, action taken can generally be
classified as ‘care and maintenance’ of the portfolio.

A loan of £5m with Bank of Scotland (originally for 1 year and at a rate of 0.98%)
matured during the quarter and was renewed for a fresh 1 year period at a rate of
1%. Four loans, totalling £25m, to local authorities that were originally placed for 1
year at an average rate of 0.608% also matured during the quarter.

The December quarter saw many local authorities become short of cash and the
rates of interest that they were willing to pay for borrowing increased meaningfully
as a result of the change in the demand/supply balance, which is a repeat of what
happened in 2013. Advantage was taken of this situation and £72.2m in new loans
were lent to 9 different local authorities at rates between 0.49% and 0.71%. The
majority of these loans will mature either before or soon after the 2015/16 financial
year, at which time it is possible that an expanded list of acceptable counterparties
will become available (subject to approval of the change in methodology by the
County Council). Given the current position of money markets it is expected that
better rates will be available from some of the additional counterparties than the
rates available from local authorities, hence the wish to have the majority of the
loans maturing at around the commencement of the new financial year.

A 3 month loan to HSBC for £15m matured and was renewed for a further 3 month
period at a slightly higher rate (0.56% from 0.556%). The overall impact of the
activity on the average rate was to increase the average rate being earned from
0.596% at the end of September to 0.644% at the end of December. Part of the
reason for the increase was the movement of loans from Money Market Funds to
Local Authorities at higher rates, but the fall in the overall balance also played a
major part as this meant that there was much less money held in Money Market
Funds. As the rates available within Money Market Funds are below the average
rate earned elsewhere within the portfolio, higher Money Market Fund balances will
always bring down the average rate.
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The loan portfolio at the end of December was invested with the counterparties
shown in the list below.

£m

Lloyds Banking Group/Bank of Scotland 40.0
HSBC 25.0
Local Authorities 80.2
Money Market Funds 18.9
164.1

At the quarter end the loans to Local Authorities were amounts of £10m to each of
Staffordshire County Council, Birmingham City Council, Lancashire County Council,
London Borough of Islington and Plymouth City Council, £8.2m to Knowsley MBC,
£8m to Exeter City, £5m to each of Herefordshire Council and Salford City Council
and £4m London Borough of Newham. With the exception of the loan to Lancashire
(maturing in November 2015), all of these loans will mature in either mid-April or
before.

The current list of acceptable counterparties is very short and comprises:

Lloyds Banking Group (£40m, for up to 1 year)

HSBC (£25m, for up to 2 years)

Local Authorities (£10m per Authority, for up to 1 year)

Money Market Funds (£25m limit per fund, maximum £125m in total)
UK Debt Management Office (unlimited, for up to 1 year)

UK Government Treasury Bills (unlimited, for up to 1 year)

Subject to approval by the County Council as part of the Annual Investment
Strategy, the list of acceptable counterparties will be meaningfully increased from
1% April 2015. The Corporate Governance Committee received a report about this
proposed change in November 2014.

There are also five further loans with Lloyds Banking Group which are classified as
‘service investments’ for the Local Authority Mortgage Scheme (LAMS). These do
not form part of the treasury management portfolio, but are listed below for
completeness:

5 year loan for £2m, commenced 5" September 2012 at 2.72%

5 year loan for £1.4m, commenced 27" November 2012 at 2.19%
5 year loan for £2m, commenced 12" February 2013 at 2.24%

5 year loan for £2m, commenced 1% August 2013 at 2.31%

5 year loan for £1m, commenced 31 December 2013 at 3.08%

The Leicestershire Local Enterprise Fund has been making financing available to
small and medium sized Leicestershire companies, via an association with Funding
Circle, since December 2013. There are a number of hurdles that companies must
clear before being able to access this funding, and any loans made will be classed
as ‘service investments’. As such, these loans are not covered within the Treasury
Management Policy but at the end December 2014 there had been 31 loans made
totalling £289,660 and the average interest rate on these loans was 8.6%.
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Resource Implications

The interest earned on revenue balances and the interest paid on external debt will

impact directly onto the resources available to the Council.

Equal Opportunities Implications

There are no discernable equal opportunity implications.

Recommendation

The Committee is asked to note this report.

Background Papers

None

Circulation under the Local Issues Alert Procedure

None

Officers to Contact

Colin Pratt - telephone 0116 3057656, email colin.pratt@leics.gov.uk
Chris Tambini - telephone 0116 3056199, email chris.tambini@leics.gov.uk
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M Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE
20 FEBRUARY 2015

REPORT OF THE DIRECTOR OF CORPORATE RESOURCES

INTERNAL AUDIT SERVICE PROGRESS REPORT

Purpose of Report

The purpose of this report is to:

(a) Give a summary of Leicestershire County Council’s Internal Audit Service
(LCCIAS) work finalised since the last report to the Committee and report
where high importance recommendations have been made,;

(b) Provide an update on the County Solicitor’'s report on the investigation into
allegations concerning the conduct of the former Leader of the County
Council, Mr David Parsons, regarding his use of County Council resources
and action to be taken to recover costs incurred;

Background

Under the County Council’s Constitution, the Committee is required to monitor
the adequacy and effectiveness of the system of internal audit, which is
provided by Leicestershire County Council’s Internal Audit Service (LCCIAS).
To do this, the Committee receives periodic reports on progress against the
annual Internal Audit Plan. The Committee is also tasked with monitoring the
implementation of high importance recommendations.

Most planned audits undertaken are of an ‘assurance’ type, which requires
undertaking an objective examination of evidence to reach an independent
opinion on whether risk is being mitigated. Other planned audits are of a
‘consulting’ type, which are primarily advisory and allow for guidance to be
provided to management. These are intended to add value, for example, by
commenting on the effectiveness of controls designed before implementing a
new system. Also, unplanned ‘investigation’ type audits may be undertaken.

Summary of progress against the Internal Audit Plan 2014-15

This report covers audits finalised during the period 1 November 2014 to 31
January 2015.
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Eight maintained schools were audited in the period. Three received opinions
of ‘...well above the (measured) standard’, four received opinions of ‘...above
the standard’ and one of ...reached the standard’.

The individual opinions are found on the LCCIAS web page. The web link is:-
http://www.leics.gov.uk/audit_schools colleges.htm

The outcome of all other audits completed since the last progress report to the
Committee is shown in Appendix 1. For assurance audits, the ‘opinion’ is
what level of assurance can be given that material risks are being managed.
There are four classifications of assurance: full; substantial; partial; and little.
A report that has a high importance recommendation would not normally get a
classification above partial.

Appendix 2 details high importance (Hl) recommendations and provides a
short summary of the issues surrounding these. The relevant manager’s
agreement (or otherwise) to implementing the recommendation and
implementation timescales is shown. Recommendations that have not been
reported to the Committee before or where LCCIAS has identified that some
movement has occurred to a previously reported recommendation are shown
in bold font. Entries remain on the list until the auditor has confirmed (by
specific re-testing) that action has been implemented.

To summarise movements within Appendix 2: -

a. One new HI recommendation (Children and Family Services (C&FS)
request for Health and Safety information) has been added;

b. Two HI recommendations have been closed (Adults and Communities
(A&C) Liquidlogic Adults System (1 of 4) and Corporate Resources
(CR) Employee annual leave recording)

c. Implementation dates for eight HI recommendations have been further
‘extended’ to allow for stabilisation or progression of arrangements and
pending the conclusion of a follow up audit (A&C Liquidlogic Adults
System (3 of 4) C&FS Sponsored Academies (2), CR ‘M-Star’ (2) and
CR Pension Fund Contribution Banding)

d. Regarding the three HIl recommendations in respect of developer
contributions (s106) that are listed on the last page (7) of the Appendix
as ‘on hold’, the Head of Internal Audit Service is in ongoing
discussions with the County Solicitor and senior Corporate Resources
managers to align what work needs to be done now (current
compliance) and in the short term future (a re-assessment of the
Authority’s approach).

10.Some planned audits of payables and receivables functions in Adults and
Communities were postponed whilst efforts were underway by Strategic
Finance staff to strengthen the respective control environments. Internal Audit
resource was instead used to assist with investigating and rectifying errors.
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Update on the County Solicitor’s report on investigation into allegations
concerning a former Member’s conduct

Mr Parsons paid the remaining sum owing (£660.00 including £160.00 Court
costs) on 5 December. The County Solicitor is now satisfied that the debt has
been fully discharged.

Resource Implications

None

Equal Opportunities Implications

There are no discernible equal opportunities implications resulting from the
audits listed.

Recommendation

That the contents of the report be noted.

Background Papers

The Constitution of Leicestershire County Council

Report to the Corporate Governance Committee on 12 May 2014 - Internal
Audit Plan for 2014-15

Reports to the Corporate Governance Committee on 15 May and 29 June
2012 — Response to a request for an audit by Mr G.A. Boulter c.c. and reports
to the Corporate Governance Committee on 14 June, 23 September and 25
November 2013 and 10 February, 12 May, 23 September and 24 November
2014 - Investigation into allegations concerning a former Members’ conduct

Circulation under the Local Issues Alert Procedure

None.

Officer to Contact

Neil Jones, Head of Internal Audit Service
Tel: 0116 305 7629
Email: neil.jones@leics.gov.uk

Appendices

Appendix 1 - Summary of Final Internal Audit Reports issued during the
period 1 November 2014 to 31 January 2015
Appendix 2 - High Importance Recommendations



192

This page is intentionally left blank



Appendix 1

Summary of Final Reports Issued from 1st November 2014 - 31st Janaury 2015
Department Job Final Report Opinion/Action Hl Recommendation
Adults & Communities Erroneous payment to resident's personal bank account 16-Dec-14 Investigation No
Adults & Communities Analysis of resident's personal funds spend 18-Dec-14 Investigation No
Adults & Communities Office cash shortages 05-Dec-14 Investigation No
Chief Executives Better Care Fund incl role of Health and Wellbeing Board - phase one 18-Nov-14 Substantial No
Chief Executives Local Welfare Provision - Counter Fraud 04-Nov-14 Substantial No
Chief Executives Performance Management 05-Dec-14 Substantial No
Children & Families Health and Safety - Vehicle Maintenance 01-Dec-14 Partial Yes
Consolidated Risk Risk management - Framework Design & Governance & Operational Delivery 08-Jan-15 Substantial No
Consolidated Risk Impact of the Welfare Reform Act - stage report 28-Jan-15 Substantial No
Corporate Resources Control of Information Security Breaches 23-Oct-14 Substantial No
Corporate Resources ISRA - SirsiDynix Symphony Library Management System 30-Oct-14 Substantial No
Corporate Resources ISRA - Swivel Authentication Platform 30-Dec-14 Substantial No
Corporate Resources Wide Area Network Replacement Project 12-Nov-14 Substantial No
Corporate Resources Mobile Device Management 18-Dec-14 Substantial No
Corporate Resources Treasury Management 09-Jan-15 Substantial No
Environment & Transport LAFARGE (Tarmac) contract draw down 12-Nov-14 Substantial No
Public Health Re-design/Transformation (MTFS requirements) 11-Nov-14 Full No

Non audit duties

Assist Strategic Finance to investigate reasons for, and rectify payables errors and issues

€6t
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High Importance Recommendations

Appendix 2

Management Action Date Confirmed
Audit Title (Director) Summary of Finding and Recommendation Response (by end of) Implemented
Reported February 2015
Health and Safety in Internal Audit Service was requested to follow up on a Agreed January 2015

maintained schools
(C&FS)

recommendation from a Health and Safety Executive
Improvement Notice that full inventories exist of all
vehicles and plant, and that records can demonstrate fully
that all vehicles/plant have been/are being serviced and
maintained in accordance with manufacturers’
instructions. None compliance to the Notice could result in
penalties, compensation awards, adverse publicity and
legal action (and costs) against the County Council.

There was a poor response from maintained schools, even
after reminders and further guidance. It was
recommended that the C&FS H&S representatives should
work closely with the Corporate Health & Safety Unit to
drive forward compliance with the HSE Improvement
Notice.

Follow up on 3
February revealed
there had been some
improvement, but
information is still
required from 40
schools. The Assistant
Director
(Commissioning and
Development) has
proposed a number of
ways to obtain the
outstanding
information.

Extend from January
to March 2015

G6T



Reported November 2014

Liquidlogic Adults System
(LAS) project phase 2
(A&C)

The audit revealed there was need for immediate
improvements to some areas of the project specifically around
scoping requirements, determining processes, and resource
identification and planning.

Recommended: -
1. clear criteria be established for the prioritisation of
tasks,

2. development of a detailed resource plan,

3. regular updating of the project control records

4. undertaking a ‘gap analysis’ to determine processes
that still need to be developed

Management agreed that a formal re-planning exercise
involving key stakeholders would be formally signed off as a
matter of urgency. This will also take into account key tasks
still outstanding from Phase 1. Once phase 2 priorities have
been finalised a detailed resource plan will be developed and
the PID updated to reflect this.

Agreed

(see previous

column for
detail)

Originally Dec. 2014

There has been
considerable progress
on priority areas
needed to meet the
initial Care Act
requirements on 1
April 2015, but still
not yet able to sign off
all of the Hls as
‘completed’. Some
risk has been re-
phased (into Phase 3),
and Internal Audit
Service has been
invited to comment on
proposals due to be
presented to the
Project Board at the
end of February.

Extend from
December 2014 to
February 2015

NS

96T



Sponsored Academies -
Revenue & Capital
Implications
(C&FS/CR)

The LA has ongoing responsibilities under legislation, part of
which is to ensure that schools remain ‘fit-for-purpose’ from
an infrastructure aspect and business continuity risks are
appropriately managed. However, on-going role of the LA
post-conversion with regard to the physical state of an
academy’s buildings is not clearly defined.

Recommended that the ongoing responsibilities of LCC as the
landlord should be defined

A system of prioritisation is used, based on condition surveys
and other intelligence, to determine which capital works will
be funded centrally (e.g. those relating to health & safety or
serious structural issues). With regard to schools undergoing
imposed sponsored academy conversion there will be
negotiation with the potential sponsor surrounding their
expectations that any immediate capital works are completed
at the LA’s expense and prior to conversion. Without
completion, there is a risk that the sponsors will find schools
financially unattractive to sponsor.

Recommended that a clear strategy should be developed by
C&FS and CR (Property Services), endorsed by the Corporate
Schools’ Group, setting out the process to be followed in
determining what capital works will be LA-funded.

Agreed

Agreed

Originally Jan. 2015

Substantial progress
has been made with
implementing both
recommendations,
which is planned to
be presented to, and
ratified by the
Corporate Schools
Group in mid-March

Extend from January
2015 to March 2015

L61



Reported May 2014

‘M-Star’ — Managed Service

For Temporary Agency
Resources
(CR)

‘Off contract’ spend on agency staff remained high and if the
levels continued then projected savings would not be
achieved. In addition, the volume of agency worker
timesheets that were auto-approved (i.e. if they hadn’t been
approved by the relevant manager after a certain time) was
high (almost 20%), increasing the risk of errors and perhaps
fraud.

Recommended: -

1. Proactive periodical analysis by Procurement team and
pass to business HR and Finance teams to drive more
conformity

2. Establish targets and thresholds for auto approvals and
investigate those falling outside them

Agreed

At the time of
final report
some progress
had already
been made

Originally July 2014
Extended to Oct. 2014
Extended to Jan. 2015

Corporate HR has
met with all DMT’s
and in some situations
SMT’s to provide
further analysis for
those sections. All
Directors are aware of
the HI areas, and a
HR report will be
submitted to all
DMT’s and SMT’s
whose areas have
requested this detail
on a monthly basis in
order to try and
reduce both non-
compliance areas.

Corporate HR plan to
attend further DMT’s
in April 2015 to
discuss the progress
on both HI areas
Extend from January
2015 to April 2015

86T



Reported November 2013

Pension Fund contribution
‘bands’ (Pension Fund)

Each year the Department for Communities & Local
Government set the contribution bandings for the Local
Government Pension Fund. These come into effect each April,
hence payrolls have to be revised to reflect the new bandings.
EMSS payroll staff should check that the changes have
properly occurred. The audit revealed that a report designed to
assist this task was inadequate and also that due to work load
and time constraints no checks were undertaken on one
payroll and only a random sample on another. This could
impact on both employee and employer contributions and
have reputation damage.

Recommended: -

1. that the report should be reconfigured

2. a framework for sample testing should be agreed and
implemented to cover future pension banding changes.

Agreed

Originally Sept. 2013

Extended to June 2014
Extended to Oct. 2014
Extended to Jan. 2015

1. The report was
produced

2. A draft framework
has been produced but
it has still not been
agreed between the
Head of EMSS and its
two partners.

Extend from January
2015 to March 2015

1. Yes
2. Pending

66T



Reported February 2013

Employee annual leave
recording (CHR)

Oracle Self-Service was not being used by all eligible staff to
request and record annual leave, instead they were relying on
traditional and familiar methods. This was partly due to
operational management not enforcing usage based on
uncertainty that the module was “fit for purpose”. A range of
potential risks were identified including inefficiency and
inconsistency created by continuing use of traditional
methods, inability to calculate total unused leave for financial
reporting requirements and a risk to reputation should EMSS
seek to roll out its Oracle functions and add new partners.

Recommended a strategic decision was taken whether to
instruct that the use is mandatory or defer, awaiting full
confidence in the application and its accuracy.

Agreed in
principle
subject to: -

Certain staff
groups needing
to be excluded;

Development
of recording
leave by hours
rather than
days.

Originally March 2013
Extended to Jan. 2014
Extended to Mar. 2014
Extended to Jan. 2015

Audit checks on a
relatively small
sample proved that
ORACLE is being
used, although (due to
a lack of confidence in
the robustness of the
self-serve module) this
can sometimes be
after a traditional
leave card has been
completed, thereby
duplicating effort.

Whilst the original HI
recommendation can
be closed down, the
recent audit has
recommended issuing
a further corporate
instruction on the sole
use of self-serve.

Yes

00¢



‘On hold’ pending new internal audit work

Reported February 2012
Developers Contributions Departmental records have not been consistent in providing a | Agreed March 2012 1. Met
(Section 106) (CEx) in clear trail of income and expenditure. 2 Data
conjunction with all Recommended: - Agreed to extend to migration
departments 1. Monitoring income and expenditure to project time-spans April 2013 errors have
and purpose intended now been
2. validating the accuracy of individual record content as it Suspended June 2013 addressed.
was migrated onto the new database Work
3. department 'links officers' reporting to a central underway on
coordinator validation
checks and
introducing
systems to
capture
spending data.
3. Not met
Developers Contributions Once the S106 has been agreed the responsibilities for co- Agreed February 2012 Partly met
(Section 106) (CEx) in ordinating and monitoring income and expenditure relating to )
conjunction with all the administration of developers’ contributions against the Agreed to extend to A group is
departments Section 106 are fragmented. Recommended establishing a April 2013 estabhshed but
time limited working group to produce agreed procedures. await the data
Suspended June 2013 | mugration
cleansing to
finalise
methodology.
Developers Contributions The Statement of Requirements for Developer Contributions | Agreed March 2012 Not yet in
(Section 106) (CEx) clearly states how the County Council aims to ensure place
efficiency and transparency in the handling of developer Agreed to extend to
contributions, but formal monitoring reports had not been April 2013
produced to aid those aims. Recommended a review and
decide on which (and to who) reports should be produced. Suspended June 2013

Audit/CGC/14-15/Feb 15/Appendix 2 HI Progress Report

Last Revised 09/02/2015

10¢
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203 Agenda Item 13
H Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE
20 FEBRUARY 2015

REPORT OF THE COUNTY SOLICITOR

COVERT SURVEILLANCE AND REGULATION OF INVESTIGATORY
POWERS ACT 2000

Purpose of Report

1. The purpose of this report is:
(1) to advise the Committee on the Authority’s use of the Regulation of
Investigatory Powers Act 2000 (RIPA) for the period of 1 October to 31
December 2014;

(i) to ask the Committee to agree to receive annual reports on the use of
RIPA, replacing the current quarterly reporting arrangements;

(i)  to ask the Committee to continue to review the RIPA Policy Statement
on an annual basis to ensure it remains fit for purpose.

Policy Framework and Previous Decisions

2. The Codes of Practice made under RIPA require elected members of a local
authority to review the authority’s use of RIPA and set the policy at least once
a year. They should also consider internal reports on the use of surveillance
to ensure that it is being applied consistently with the local authority’s policy
and that the policy remains fit for purpose. Elected members should not,
however, be involved in making decisions on specific authorisations.

3. Since October 2000 the County Council has had statutory responsibilities
under RIPA to ensure there is appropriate oversight for the authorisation of

County Council officers who are undertaking covert surveillance governed by
RIPA.

4, This Committee at its meeting on 24 November 2014 agreed that the Policy
Statement endorsed by Cabinet on 13 December 2013 remained fit for

purpose.
Use of RIPA
5. For the period from 1 October to 31 December 2014, authorising officers in

the Chief Executive's Department received the following:
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e One application for directed surveillance;
e Two applications to use a covert human intelligence source;
e One application to obtain communications data.

Magistrates approved all of the above authorisations and were satisfied that
the County Council's submissions met all the necessity and proportionately
requirements.

These surveillance authorisations were required to enable the Trading
Standards Service to:

e Undertake age restricted test purchases of alcohol and tobacco products
from retailers within the County;
¢ Investigate the supply of counterfeit goods including illicit tobacco.

lllegal Sales of Butane, knives and fireworks

8.

The Cabinet agreed at its meeting on 13 December 2013 to revise the Policy
Statement to enable the Council to undertake covert investigatory techniques,
in respect to the prevention and detection of illegal sales of the following age
restricted products: Butane, Knives and Fireworks, even though these
products do not meet the criteria specified in the Protection of Freedoms Act
2012 and therefore do not attract the protections of RIPA, in respect to these
covert investigatory techniques. The Council has implemented a procedure to
ensure that it continues to comply with its obligations under the European
Convention of Human Right (ECHR) (Article 8), requiring its Trading
Standards Service to adhere to the same authorisation procedures for RIPA
authorisations and/or notices, except for the requirement to seek the approval
of a Magistrates’ Court.

For the period from 1 October 2014 to 30 September 2014 an authorisation
was granted to undertake nine covert test purchase attempts relating to
fireworks, butane or knives, none of which resulted in in a sale.

New Guidance.

10.

11.

On 10 December 2014 revised versions of the two codes of practice under
part 2 of the Regulation of Investigatory Powers Act 2000 (RIPA) came into
force. This is a result of two statutory instruments made on the 19 November
2014, namely the Regulation of Investigatory Powers (Covert Surveillance and
Property Inference: Code of Practice) Order 2014 and the Regulation of
Investigatory Powers (Covert Human Intelligence Sources: Code of Practice)
Order 2014.

The revised codes take into account changes which took effect on 1st
November 2012; namely magistrates’ approval for council surveillance and a
new six-month custody threshold test for directed surveillance. As a
consequence of the implementation of an additional layer of judicial approval
the revised codes remove the requirement for elected members to receive
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quarterly reports on the use of RIPA and propose reporting should be on a
regular basis.

12.  The revised codes do retain the requirement for elected members of a local
authority to review the RIPA policy at least once a year to ensure it remains fit
for purpose.

13.  In December 2014 The Office of Surveillance Commissioners (OSC) also
published new guidance concerning the use of RIPA. Authorising officers
within Regulatory Services have reviewed the OSC guidance and the revised
codes of practice, all of which are now available to all employees via the
County Council intranet. The authorising officers are satisfied that the County
Council procedures are in accord with current best practice.

Recommendation

That the Committee:

a) Notes the contents of this report and the use of RIPA powers for the period 1
October to 31 December 2014;

b) Agrees to replace the current quarterly reporting structure with an annual
report on the use of RIPA which will also include the annual review of the
RIPA Policy Statement.

Equal Opportunities Implications

14. None.

Background papers

Report to the Corporate Governance Committee on 24 November 2014 — Regulation
of Investigatory Powers Act 2000 Annual Report

Covert Surveillance and the Acquisition of “Communications Data” Policy Statement

Circulation under the local issues alert procedure

15. None.

Officer to contact

David Morgan, County Solicitor
Tel: 0116 305 6007 E-mail: david.morgan@]leics.qov.uk
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