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1.0 General Introduction

1.0 Introduction and overview

1.1 Status of Financial Regulations

1.2 Financial roles and responsibilities

1.3 Awareness of existence and content of Financial Regulations
1.4 Reviewing and changing Financial Regulations

1.5 Compliance

1.0 Introduction and Overview
1.1  Status of Financial Regulations

The Financial Regulations provide the framework for managing the Council’s financial affairs and
contribute to good corporate governance, internal control and the management of risks. In addition
they assist sound administration, reduce the risk of irregularities and support delivery of effective,
efficient and economical services. Article 16 of The Constitution provides for their authority.

The Financial Regulations, which include Contract Procedure Rules and financial aspects of the
Constitution, are formally adopted by the Council and provide the framework for the financial
administration of the Council. The framework is designed to promote sound and proper financial
management of the Council's financial affairs, meet Best Value principles and to safeguard the
interests of the Council, its employees, or any person acting on behalf of the Council.

The Financial Regulations apply to all officers and Members of the Council and anyone acting
on behalf of the Council. They also apply to any partnerships that the Council is a member of and
for which the Council is the accountable body. Where the Council is not the accountable body then
the lead Council officer is responsible for ensuring propriety and proper processes are followed so
that the Council’s reputation is not at risk.

All elected Members, employees of the Council and persons acting on behalf of the Council are
responsible for ensuring that they use the Council’s resources and assets in a responsible and
lawful manner. The Council is under a statutory obligation to secure Best Value and everyone
should strive to achieve the principles of Best Value and avoid any legal challenge to the Council.



These Financial Regulations cover all areas of Council activity and to assist Members and officers,
the Financial Regulations are set out in self-contained sections. Any financial values are
summarised in Appendix A to allow ease of update.

All decisions with financial implications must have regard to proper financial propriety. Where there
is any doubt as to the appropriateness of a financial proposal or correctness of a financial action,
clarification must be sought from the Deputy Chief Executive (S151) in advance of any decision
or action.

To help you understand the terminology used in the Financial Regulations, a Glossary of Terms is
located after Section 18.

1.2 Financial Roles and Responsibilities
1.2.1 Chief Executive

The Chief Executive, as the Head of Paid Service, is responsible for the corporate and overall
strategic management of the Council as a whole. He/she must report to, and provide information
for, the Cabinet, the Full Council, the Scrutiny Committee and other committees. He/she is
responsible for establishing a framework for management direction, style and standards, and for
monitoring the performance of the organisation.

1.2.2 Deputy Chief Executive (S151)

These Regulations (in conjunction with the remainder of the Council’s Constitution) identify the
financial responsibilities of Council, Cabinet, Scrutiny and Audit Committee Members, the Head of
Paid Service, the Monitoring Officer, the Deputy Chief Executive (S151) and other Service
managers. The functions of the Deputy Chief Executive (S151) are detailed in the Constitution at
section 12.04.

Section 151 of the 1972 Local Government Act requires that every local authority shall make
arrangements for the proper administration of its financial affairs. Every authority shall make one
officer responsible for the administration of those affairs. Within Mid Devon District Council
(MDDC) this role has been assigned to the Deputy Chief Executive (S151). The Financial
Regulations assist the Deputy Chief Executive (S151) in discharging his/her duties under the 1972
Act and the Accounts and Audit Regulations 2015.

The Deputy Chief Executive (S151) is responsible for issuing advice and guidance to underpin the
Regulations that Members, Officers and others acting on behalf of the authority are required to
follow.

His/her responsibilities include:
¢ Reporting to Council Members or the Cabinet, in consultation with the Monitoring Officer and

Chief Executive, if there is likely to be unlawful expenditure or an unbalanced budget (Section
114, Local Government Finance Act 1988, as amended).



Advising Members or relevant Officers, in consultation with the Monitoring Officer, about
particular decisions where those decisions are likely to be contrary to the agreed policy
framework or budget (Local Government Act 2000).

Ensuring the adequacies of accounting records and supporting information, control systems
and the statement of accounts (Accounts and Audit Regulations 2015).

Undertaking an effective system of internal audit (Accounts and Audit Regulations 2015).
Reporting to the Council, at the time the budget is considered and the Council Tax set, on the
robustness of the budget estimates and the adequacy of financial reserves (Section 25, Local

Government Act 2003).

Reporting to the Council where, in relation to the previous financial year, it appears that a
controlled reserve is or is likely to be inadequate (Section 27, Local Government Act 2015).

Setting affordable borrowing limits and to arrange the Council’s affairs to remain within those
limits (Section 3, Local Government Act 2003).

Preparing five year capital and revenue forecast plans with their consequential impact on
Council Tax, taking account of affordability in both the short and long term (The medium term
financial plan).

Keeping the Council’s finances under review during the year and to take action if there is
evidence that financial pressures will result in budget overspend or if there is a shortfall in
income (Section 28(3) Local Government Act 2003).

Maintaining strong financial management underpinned by effective financial controls.

Contributing to corporate management and leadership by the provision of financial advice for
service delivery, strategic planning and policy making across the authority.

Supporting and advising Members on financial matters and decisions.

Supporting and advising Officers in their operational role on financial matters and decisions.
Producing Financial Regulations for adoption by the Council.

Advising Corporate Managers and Directors of any amendments to Financial Regulations.

Acting as or appointing a Money Laundering Officer in compliance with the Money Laundering,
Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017.

Producing a robust Financial Plan, in consultation with all Corporate Managers and Directors,
to achieve efficiency targets set by the Council and facilitate their delivery.

Providing advice on the optimum use of available resources in the management of capital and
revenue budgets.



Providing financial management information in a timely manner.

Preparation of statutory and other accounts, associated grant claims and supporting records.
Provision of effective financial management systems and procedures.

Provision of effective income collection and payments systems.

Advising on treasury, investment and cash-flow management.

To ensure that the Deputy Chief Executive (S151) is able to fulfil the responsibilities identified, the
post holder shall:

Be able to contribute to papers for corporate management meetings in advance and have
access to decisions made.

Have the right to attend meetings of corporate management where financial issues are being
considered.

Have unrestricted access to the Chief Executive, the Monitoring Officer, Corporate Managers
and Directors and to Members whenever they consider it appropriate to do so.

Have unrestricted access to external organisations where the Council acts either as
Accountable Body or enjoys an external relationship with a Specific Entity.

Have the right to report to Full Council, the Cabinet and the Scrutiny Committee whenever they
consider it appropriate to do so.

Have unrestricted access to the Council’s Internal Audit team, to external auditors and to other
inspectorates.

1.2.3 Corporate Managers and Directors

Corporate Managers and Directors duties include:

Consulting with the Deputy Chief Executive (S151), or his/her Departmental Representative,
on any matter, including submission of plans and/or bids for external funding or potential costs
identified through external financial relationships, that is likely to have a financial impact on the
capital programme or revenue budget, prior to committing the Council to that impact.

Managing the financial activities of their services, within the agreed budgets and procedures
determined by the Deputy Chief Executive (S151).

Corporate Managers and Directors must therefore ensure that:

Departmental financial arrangements are adequate and effective in order to comply with these
Financial Regulations.

Departmental measures are taken to confirm the legality of all financial activities.



e Implementing financial administration and accounting procedures determined by the Deputy
Chief Executive (S151) and adopting detailed financial records as agreed with the Deputy Chief
Executive (S151).

e Ensuring the operational use of the Council’s main financial systems, except in exceptional
circumstances, are agreed with the Deputy Chief Executive (S151) prior to use.

e Providing departmental support in the keeping and closing of the Council's accounts, in
particular that background documentation is available, which meets the standards set by the
Deputy Chief Executive (S151) in liaison with the Council's external auditors.

e Obtaining the approval of the Deputy Chief Executive (S151), or his/her Departmental
Representative, prior  to introducing or significantly changing financial
administration/accounting procedures or associated financial records.

e Ensuring that the Deputy Chief Executive (S151) and/or his/her Departmental Representative
are provided with all necessary data to allow the timely submission of grant claims, financial
returns or publication of financial information.

e Ensuring the security and confidentiality of financial information within their Department,
including adherence to guidance issued relating to data protection legislation.

e Where staff have financial responsibilities, ensuring wherever possible that separation of duties
exist.

e Acting to implement the recommendations of reports issued by the external and internal
auditors in consultation with the Deputy Chief Executive (S151) and their Departmental
Representative and the appropriate Service Cabinet Member where relevant.

Corporate Managers and Directors may vest their responsibilities to other Officers provided that

such authorisation is given in writing. Corporate Managers and Directors must ensure that they

always retain accountability for their responsibilities.

1.2.4 Service Managers/Budget holders

Service Managers/Budget holder’s duties include:

e Planning and agreeing budget and corresponding service provision with Corporate Managers
and Directors on an annual basis.

e Ensuring that financial objectives within their area of responsibility are achieved and Best Value
secured.

¢ Reporting adverse variances to budget and to agree remedial actions with Corporate Managers
and Directors.

e Vireing between cost centres/budgets in their areas of responsibility, subject to Financial
Regulations (See Section 4).
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Managers are responsible for ensuring adequate records, financial and otherwise, have been
maintained for all externally funded schemes subject to audit by the European Commission or
grant awarding bodies.

1.2.5 Personal Responsibility

All Members and Officers have a general responsibility for taking reasonable action to provide for
the security of the Council’s assets under their control, and for ensuring that the use of these
resources is legal, properly authorised, provides value for money and achieves Best Value.

All employees shall inform their line manager immediately about any matter that involves or is
thought to involve irregularities concerning cash, stores, income, expenditure, assets (including
data held by the Council) or any suspected irregularity concerning the exercise of the functions of
the Council. Line managers should consult with their Corporate Managers and/or Directors without
delay.

As an alternative to the Financial Regulation above, employees may raise concerns under the
Whistle-Blowing Procedures confidentially.

1.2.6 Emergency Action

In the event of an emergency, the Chief Executive, Corporate Managers or Directors are
empowered to authorise all necessary actions. The Chief Executive, Corporate Managers or
Directors shall notify the Deputy Chief Executive (S151), in writing, of the circumstances and
estimated financial impact and report formally to Cabinet subsequently.

1.2.7 Powers of Delegation

The powers of delegation in respect of the Deputy Chief Executive (S151) are detailed in the
Constitution at Section 5, page 65. Corporate Managers are required to maintain a written record
where decision making has been delegated to members of their staff, including seconded staff.
Where decisions have been delegated or devolved to responsible budget holders/service
managers or other designated officers, references to the Service Manager in the Regulations
should be read as referring to them.

1.2.8 Money Laundering Reporting Officer

The Operations Manager for Performance, Governance and Health and Safety is appointed as the
Money Laundering Reporting Officer. He/ she is responsible for notifying the National Crime
Agency of any suspected cases of money laundering committed within the Council as soon as
possible and fulfilling other duties as defined by legislation or regulations.

1.3 Awareness of Existence and Content of Financial Regulations

Service managers are responsible for ensuring that all of their staff are fully aware of the existence

and content of the Regulations and other internal regulatory documents (such as Human Resource
and ICT policies and procedures) and that they comply with them.
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Any non-compliance with the Regulations must be reported to the Deputy Chief Executive (S151)
and the Operations Manager for Performance, Governance and Health and Safety immediately.

1.4 Reviewing and Changing Financial Regulations

The Deputy Chief Executive (S151) is responsible for maintaining a continuous review of these
Regulations and submitting any additions or changes necessary to the Council for approval. The
Deputy Chief Executive (S151) is also responsible for reporting, where appropriate, breaches of
the Financial Regulations to the Council via the

Audit Committee.

15 Compliance

A failure to comply with these Financial Regulations, or procedures issued under them may
constitute misconduct in the case of Officers, or a breach of the Members Code for Members.
Reported breaches will be investigated by Internal Audit in the first instance and could lead to
disciplinary action. The Deputy Chief Executive (S151) is to be advised immediately.

If you have any queries, comments or concerns on the content of the Regulations, please contact

either the Deputy Chief Executive (S151) or the Operations Manager for Performance,
Governance and Health and Safety.
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2.0 Systems and Internal Control

2.1 Accounting records

2.2 Controlled stationery

2.3 Officer authorisation procedures

2.4 Security of cash, tills, safes and keys
2.5 Document retention

2.6 Segregation of duties

2.7 Business continuity

2.8 New electronic systems

2.0 Systems and Internal Control Procedures
Why are these important?

Maintaining proper accounting records is the way in which the Council evidences its responsibility
for the stewardship of public resources.

The Council has a statutory responsibility to “present fairly” the financial consequences of its
operations during the year, which are subject to external audit. This audit provides assurance that
the accounts have been prepared in accordance with the current Code of Practice on Local
Authority Accounting in the United Kingdom and the Service Reporting Code of Practice for Local
Authorities (SeRCOP) and that arrangements have been made for securing economy, efficiency
and effectiveness in the use of the Council’s resources.

Risks:

e The Council cannot account for all income received and expenditure made.

e Financial systems provide inaccurate or misleading information leading to poor decision
making.

e Insecure accounting or financial systems give rise to opportunities for fraud or loss.

e Statutory timescales for reporting on the Council’s financial affairs are not met.
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2.1 Accounting Records

The Deputy Chief Executive (S151) is responsible for determining the accounting systems and
procedures adopted and maintained by the Council. All income, expenditure, assets and liabilities
are to be properly accounted for in line with published guidance, with the maintenance of a
complete audit trail, either electronic or paper for all entries made.

All financial systems and records of accounting are to be in a form approved by the Deputy Chief
Executive (S151), who is to be consulted and must approve any changes to accounting records
and procedures prior to them being made.

Financial and accounting systems shall incorporate appropriate controls to ensure that, where
relevant:

e All data input is genuine, complete, accurate, timely and not duplicated.

All processing of data is carried out in an accurate, complete and timely manner.
e Output from the system is complete, accurate and timely.

e Segregation of duties wherever possible is built into business processes to reduce the risk of
fraud e.g. a single individual cannot authorise and make payment to others.

e All transactions and activities have a clear trail of accountability by authorised, responsible
officers.

e Appropriate authorisation levels are set for all staff dependent upon their level of responsibility.

e Records and data are securely retained and in accordance with data protection guidance.

e The Council’s transactions, material commitments and contracts and other essential
accounting information must be recorded completely, accurately and on a timely basis.

2.2  Controlled Stationery

Why is this important?

Controlled stationery by its very nature has an inherent value. Examples of such stationery are

official receipt books, cheque books and cheque stationery. If such stationery is lost or stolen

income due to the Council may never reach it or money may be paid out to fraudulent payees.

Risks:

e Stationery could be lost or stolen leading to financial, possibly considerable, loss to the Council.

e Income based services could be put at risk if monies collected are being diverted into fraudsters
hands.
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Regulations:
e The Deputy Chief Executive (S151) shall be responsible for controlling financial stationery.

e The design and use of all financial stationery shall be subject to the approval of the Deputy
Chief Executive (S151).

e The Deputy Chief Executive (S151) shall nominate officers responsible for the ordering, secure
storage and issue of financial stationery.

e Proper arrangements are to be made for the security of financial stationery held. No stationery
is to be left in circumstances which could lead to unauthorised use.

e An adequate, but not excessive stock of financial stationery will be held. Proper and secure
arrangements are to be made for the destruction of any out of date stationery.

e Arecord of all cheques issued, either electronic or manual is to be made.

2.3  Officer Authorisation Procedures
Why is this important?

Officers can have considerable financial power that needs to be controlled through effective
delegation, with clearly defined limits to their delegated authority. Many transactions are now
electronically approved and formal paper based lists of authorised signatories are now impractical.

Examples of related areas:

Official orders

Sales invoices

Cheque signatories

Electronic funds transfers

Valuation certificates and fee accounts
Expense claims forms

Travel and subsistence claim forms
Wages/timesheets

Overtime claims

Risks:

e Officers could exceed their authority.
e Fraud, loss, extravagance or waste could arise.

Regulations:
e Procedures are to be put in place to ensure appropriate officers authorise transactions up to

agreed levels. Specific guidance will be cited in relevant sections of the Financial Regulations
and HR policies.
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2.4

Security of Cash, Tills, Safes and Keys

Why is this important?

Money collected by the Council is extremely vulnerable until it is banked. Up to that point it is the
Council’s responsibility to ensure the safe storage and transit of cash. The security of cash, tills,
keys and safes is therefore, essential if the Council is to fulfil its duty.

Risks:

Cash could be lost or stolen.
Suspicion in respect of stolen cash may rest with a number of staff if they all had access keys.

Claims against the Council’s insurers may be invalidated.

Regulations:

Employees of the Council responsible for collecting, holding and the paying in of cash receipts
must ensure that it is held under secure arrangements at all times. All cash holdings are to be
kept to a minimum and within agreed insurance levels.

Members of staff who are authorised to gain access to any Council safe or till are responsible
for the security of the keys at all times.

The combination of any Council safe must not be disclosed to another person without the
express authorisation of the relevant Service manager. The combination of a safe must be
changed immediately when a member of staff, who is authorised to open that safe, leaves the
services of the Council.

All keys held for any official purpose by an authorised member of staff must be held under
proper and secure arrangements and not passed or be available to any unauthorised person.
The loss or theft of keys is to be reported to the Deputy Chief Executive (S151) immediately.

All staff are to ensure that all windows, safes and drawers are locked in any location wherever
cash or keys are held out of hours.

Where a till discrepancy is in excess of the amount cited in Appendix A, they shall be referred
to Internal Audit.

2.5 Document Retention

Why is this important?

Although the archiving of documents may cause operational difficulties for management, it is vital
that these are retained for as long as necessary, and in an adequate environment, to satisfy legal
and all other practical requirements. In particular, prime records used within the Council’s financial

16



and key non-financial systems must be given due protection to maintain an adequate trail from
source right through to completion of transactions.

Risks:

e Statutory obligations concerning the retention of key documents are not met, e.g. HM Revenue
and Customs requirements and penalties may arise.

e The Council may be disadvantaged in taking or defending legal action if prime documents are
not retained.

e Performance statistics cannot be verified.

e The external auditor may not be able to verify the Council’s final accounts and grants may be
lost.

Regulations:

¢ Financial records, whether electronic or paper, must be retained for six years plus the current
year. The Operations Manager for Performance, Governance and Health and Safety will
provide guidance to Service managers on the retention of documents which is available on
SharePoint.

2.6 Segregation of Duties

Wherever possible the following principles should be complied with when allocating accounting
duties:

e The duties of providing information about sums due to, or from, the Council and calculating,
checking and recording these sums must be separate from the duty of collecting or dispersing
them.

¢ Employees with the duty of examining or checking the accounts of cash transactions must not
themselves be engaged in these transactions.

2.7 Business Continuity

The Deputy Chief Executive (S151) is to ensure that accounting and financial records are held
securely and procedures are in place to enable accounting records to be reconstituted in the event
of a systems failure. Working with the Corporate Managers and Directors responsible for Business
Continuity and ICT, a documented and tested business continuity plan to allow information
processing to resume quickly in the event of an interruption, shall be in place.

2.8 New Electronic Systems

The acquisition or renewal of all accounting software must be subject to the approval of the Deputy
Chief Executive (S151), the Data Protection Officer and Corporate Manager for Digital
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Transformation and Customer Engagement. The purchasing or leasing of computer and ancillary
equipment is only to be undertaken in accordance with the ICT Strategy.

All new financial systems shall be documented, tested in parallel and users trained in their
operation, prior to the system being used in a live environment.

18



3.0 Financial Planning

3.1 Overall strategic policy framework

3.2 Service performance plans for financial years
3.3 Asset and vehicle management

3.4 Year end balances - earmarked reserves

3.5 Maintenance of reserves

3.6 Ring-fencing of reserves

3.7 Medium term financial planning

3.8 Reports with financial implications

3.1  Overall Strategic Policy Framework
The strategic plans of the Council are embraced by these key documents:

e Corporate Plan
e Medium Term Financial Plan
e \Workforce Plan.

The Corporate Plan sets out the Council’s key service priorities as agreed by Members. Policy
Development Groups propose policies to the Cabinet in accordance with these priorities. The
Medium Term Financial Plan looks forward to the next five years and examines the forecasted
income and expenditure for both revenue and capital linked to the Corporate Plan’s priorities. (See
3.7 below). Finally, the Workforce Plan looks at staff deployment and employment strategies linked
to the Corporate Plan. Constraints imposed by our financial resources often limit what the Council
can achieve, within a given time frame, for both revenue and capital.

3.2 Service Performance Plans for Financial Years
Corporate Managers and Directors working with their Cabinet Members are required to produce

service plans detailing service provision and level of performance linked to their budget for each
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financial year. Initial draft service plans should be created and available in September of each year
to assist in the budget setting process.

These plans should be discussed by the Policy Development Groups when budgets are reviewed
and amended accordingly. New Government initiatives and other legislative requirements will need
to be brought in, also any possible savings identified to help facilitate an overall balanced budget.
The service plans will therefore evolve over the budget setting period.

The final service plans, with agreed budgets and salary estimates, are to be presented to
Leadership Team for approval before the commencement of the financial year, April 1, for each
service.

3.3 Asset and Vehicle Management

Corporate Managers, Directors and Service Managers need to consider the equipment and assets
used in the provision of their service in relation to their service performance plans. It is vital that
we can demonstrate value for money in our decision making. Assets used by services will have
finite lives and provision in their service revenue budgets is needed to facilitate the asset’'s
replacement at the end of its useful life.

Where an item of equipment is needed for a service due consideration should be given to:

the frequency of use by staff.

the priority of future service provision.

the asset’s expected life.

the cost of ongoing maintenance and other running costs of the asset.
the cost to purchase the asset.

the cost and conditions relating to leasing the asset.

the expected residual value of the asset at the end of its useful life.

These factors should then lead to a Best Value decision as to whether the Council:

purchases the asset.

procures the asset by way of a finance lease.

hires the asset for short periods, as and when required.
enters into an agreement with another organisation for its use.

In all cases Managers should be able to demonstrate value for money and consideration of these
factors if challenged on their decision - the current practice should not be mechanically followed
year on year.

The current limit for capitalisation of assets is shown in Appendix A. Assets whose values exceed
the threshold shown in Appendix A will be capitalised and recorded in the fixed asset register
maintained by the Deputy Chief Executive (S151).

Where acquisitions of capital assets are expected in future periods, these should be planned for

and be incorporated into the Medium Term Financial Plan. Although the expenditure is treated as
capital in the accounts, Service Managers should make an annual revenue contribution each year
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towards that asset’s replacement. This will help to control demands on the capital programme and
ensure ongoing provision for replacement, for example an asset costs £100k today with an
expected life of 5 years. The expected replacement cost in five years is £120k. The service should
budget for an annual charge of £120k/5 = £24k each year to be made into a specific earmarked
reserve carried forward to year six so that in year 6 £120k is available to acquire the replacement
asset.

Clearly service managers will need to consider their asset provisions made to date annually and if
a shortfall is envisaged for replacement, additional provision in future budget(s) will need to be
made.

Even if an asset is below the current capitalisation threshold in value, if its cyclical replacement is
not budgeted for there can be large spikes in expenditure in financial years when new assets are
purchased e.g. there could be a year where large amounts of equipment are to be replaced whose
individual values are low. Service managers should therefore consider their future needs and
create an earmarked reserve to provide for this eventuality also.

In the case of our vehicle fleet, where non specialist vehicles such as vans can be moved between
services an overall strategy for vehicles needs to be made by the Corporate Manager responsible
for Transport Management.

3.4 Year End Balances - Earmarked Reserves

Why is this important?

The Regulations below cover arrangements for the transfer of resources between accounting
years i.e. earmarked reserves.

Risk:
e Balances are not carried forward correctly.
Regulations:

e The Deputy Chief Executive (S151) is to administer the scheme of earmarked reserves within
the guidelines approved by the Council.

¢ Net underspends on service estimates may be carried forward, subject to:

o The detailed constraints and completion of a request form EIN751 as specified by the
Deputy Chief Executive (S151).

o Detailing the sources of underspends or additional income and the specific application of
those resources for approval by Deputy Chief Executive (S151).

The Deputy Chief Executive (S151) is to report all underspends on service estimates carried
forward to the Cabinet.
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Where capital projects are part complete their unused budget shall be rolled forward automatically
to future year(s) to ensure their completion, without the need for a completed form FIN 751.

3.5 Maintenance of Reserves
Why is this important?

The Cabinet must decide the level of General Fund and Housing Revenue Account reserves that
it wishes to maintain before it can decide the level of council tax or council house rents.

Reserves are maintained as a matter of prudence. They enable the Council to provide for
unexpected events and thereby protect it from overspending should such events occur. Reserves
for specific purposes may also be maintained.

Risks:

e The Council may be unable to meet its financial commitments or any unforeseen costs that
may arise during the year.

e The Council fails to comply with standard CIPFA codes of practice on local authority
accounting.

Regulations:

e The Deputy Chief Executive (S151) shall advise the Cabinet and Full Council on prudent levels
of reserves for the Council and take into account the advice of the external auditors and
generally accepted practice.

e The Deputy Chief Executive (S151) will comply with accepted standard codes of practice in
respect of the maintenance of reserves.

3.6 Ring-Fencing of Reserves

Service managers shall only use specific reserves for the purposes for which they were intended.

The Housing Revenue Account and General Fund are ring-fenced and legislation provides that

neither can be used to subsidise, or help finance the other. All transactions between the two are

required to be at arm’s length, fair and equitable to both funds.

Unless funded by a revenue contribution to capital, all capital monies must be expended on capital

expenditure. Revenue monies may be used for either revenue expenditure or a revenue

contribution to capital expenditure.

3.7 Medium Term Financial Planning

Why is this important?

Without planning for the short/medium/longer term future budget shortfalls could occur impairing
the delivery of corporate goals and creating a reactive rather than proactive management style.
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Future expected trends and the financial “headroom” can be identified and fed into the Corporate
Plan. Potential risks are also highlighted.

Regulations:

e The Deputy Chief Executive (S151) will produce and update a Medium Term Financial Plan for
the Council covering an advanced period of five years. This is to be presented annually to the
Leadership team and the Cabinet for approval prior to budgets for the following year having
been set.

e Corporate Managers, Directors and service managers have a duty to inform the Deputy Chief
Executive (S151) of any projected major changes (amounts up or down of £20k or more) to
their service in future periods.

The Medium Term Financial Plan shall consider the following factors over the life of the plan:

the Government’s current spending review proposals.
the likely level of Council Tax rises.

the Corporate Plan goals.

new service initiatives.

service savings.

income from fees and charges.

the effects of inflation.

future legislative changes including taxation.

the demands of a proposed capital programme.
treasury management considerations.

any other factors whose impact could exceed £20k.

Its scope shall embrace the General Fund, the future capital programme, the Housing Revenue
Account, future treasury management, and identify the expected level of reserves and any
shortfalls.

The plan must state what is known, estimated and assumed in producing the plan.

Sensitivity analysis should be employed to give the reader an idea of a 1% variation - some factors
could have a seriously detrimental effect on budgets or reserves whereas other factors might be
far less influential.

In making strategic decisions, amending the Corporate Plan, and approving future budgets,
Leadership Team and the Cabinet shall have regard to the Medium Term Financial Plan and its
implications.

3.8 Reports with Financial Implications

Why is this important?

Without understanding the financial impact of any proposal a poor decision could be made,

exposing the Council to risks, possibly leading to an overspent budget. Significant resources could
also be diverted from key corporate goals.
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Regulations:

e All reports to Members of Policy Development Groups, Scrutiny and the Cabinet shall be
reviewed by the Deputy Chief Executive (S151) to quantify as accurately as possible the

financial effects and risks of any proposals before details are published and to ensure that
reports published are fit for purpose.
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4.0 Budgetary Control

4.1 Resource allocation

4.2 Budget preparation

4.3 Budget approval

4.4 Responsibility for budgets
4.5 Budget monitoring

4.6 Budget changes (virements)

4.0 Budgetary Control and Monitoring

Why is this important?

Budget management ensures that once Council has approved the budget, resources allocated are
used for their intended purposes and are properly accounted for. Budgetary control is a continuous
process enabling the Council to review and adjust its budget targets during the financial year. It
also provides the mechanism that calls to account responsible managers for defined elements of
the budget.

By monitoring the budget on a regular basis, variances against budgetary targets can be identified
along with changes in trends and resource requirements at the earliest opportunity. Effective budget
monitoring will also inform what management intervention is needed.

The scheme of budgetary virements is intended to enable the Council, service managers and their
staff to manage budgets with a degree of flexibility within the overall policy framework determined
by the Council, and therefore optimise the use of resources.

Risks:

e There may be inefficient use of public money and a failure to comply with the Council’s
objectives.

e Budgets could become overspent with nobody being held accountable for them.

e Systems could fail with nobody being made aware that they have.

25



e The Council could face prosecution and/or a qualified external audit report for failing to comply
with legislation and accepted standards.

4.1 Resource Allocation

The Chief Executive and Deputy Chief Executive (S151) are jointly responsible for developing and
maintaining a resource allocation process that ensures that both capital and revenue expenditure
plans take account of the Council’s policy framework and changing priorities. It is the responsibility
of Corporate Managers and Directors to ensure that the revenue and capital budget estimates
reflect agreed service plans and are in line with the Medium Term Financial Plan and the Corporate
Plan.

4.2 Budget Preparation

The Deputy Chief Executive (S151), in consultation with Corporate Managers and Directors, shall
prepare a budget timetable to ensure that the draft budget is finalised for approval by the Cabinet
and Full Council within statutory timetables.

The Budget will be prepared in consultation with the relevant service manager or his/her nominated
representative. In assisting the Deputy Chief Executive (S151) to prepare their budgets, due regard
shall be given to:

spending patterns and pressures revealed through the budget monitoring process.
the prior year’s actual outturn.

legal requirements.

the Corporate Plan.

the Workforce Plan.

initiatives already commenced.

the future introduction of new Central and regional Government initiatives.

The Deputy Chief Executive (S151) will encourage the best use of resources and value for money
by working with service managers to identify opportunities to improve economy, efficiency and
effectiveness.

The Authority is legally obliged to set a balanced budget.

4.3 Budget Approval

The Deputy Chief Executive (S151), as Section 151 Officer, is responsible for ensuring that General
Fund, Housing Revenue Account and capital budgets are prepared on an annual basis for
consideration by Full Council, and in accordance with professional and statutory requirements.
Full Council may amend the budget or ask the Cabinet to reconsider it before approving it.

After the budget has been approved by Council there will be no increase in the overall budget,

unless sanctioned by the Cabinet. Expenditure is to be committed only against an approved budget
head, unless approved virements have been made. (See section 4.6 below)
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The Deputy Chief Executive (S151) will produce an annual summary Budget Book.

4.4 Responsibility for Budgets

Corporate Managers and Directors are responsible for the budgets relating to their service areas
and are required to sign approving their service plans and acknowledging accountability for their
budgets annually.

If the Corporate Manager or Director wishes to delegate responsibility for the budget to their service
manager(s) then evidence of the onward delegation needs to be documented and the service
manager will need to sign to accept the delegated budgetary responsibility. Inclusion of such
accountability within the signed Job Description of the Service manager shall be regarded as
sufficient documentary evidence.

It is the responsibility of Corporate Managers and Directors to control income and expenditure within
their area and to monitor performance. Corporate Managers and Directors must ensure that there
is a clear allocation of responsibility for revenue budget at cost centre level and capital schemes
within their areas. Budget responsibility should be aligned as closely as possible to the decision
making that commits expenditure. Corporate Managers and Directors should report on variances
within their own areas. They must also take any action necessary to avoid exceeding their budget
allocation and alert the Deputy Chief Executive (S151) to any problems. The notification must also
include an explanation of any remedial action necessary.

4.5 Budgetary Control and Monitoring

It is the responsibility of the service manager to control income and expenditure within their service
areas and monitor performance. Any variances (both over and under spends) are to be discussed
with their Corporate Manager and accountant.

Service managers should also take any action necessary to avoid exceeding their budget allocation
and alert the Deputy Chief Executive (S151) and Corporate Manager to any problems, immediately
as they arise.

The Deputy Chief Executive (S151) will present a budget monitoring report to Leadership Team and
the Cabinet, outlining any areas of concern (i.e. identified material overspends and shortfalls in

income) along with explanations from service managers as to the actions that are recommended to
address the concerns.

4.6 Budget Changes (Virements)
The scheme of virements is administered by the Deputy Chief Executive (S151).

The transfer of budgetary provision from one service unit to another is permissible, providing
virement conditions are complied with as detailed below.
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A budget virement may not be made between the Housing Revenue Account and the General Fund.

Service managers are responsible for initiating the virements procedure. Approval for each virement
will require the completion of a virement request form EIN701.

Budgetary virements may be required by changes in accounting practice issued by CIPFA and other
regulatory bodies. In such cases virement request form EIN701 will not be required provided the
overall budget, before and after, remains the same.

Appendix A shows the thresholds for approval split between those virements within service units
and those between service units. Where a virement request has been approved, under no
circumstances is income or expenditure to be vired between different financial years (ultimately
amending the overall budget liability).

Approved virement request forms must be processed by the appropriate accountant who will amend
the financial ledger accordingly. Approved forms must be retained for audit purposes.
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5.0 Procurement and Contracts

5.1 Contract procedure regulations

5.2 Employment status - Use of consultants and service companies
5.3 Construction industry scheme

5.4 Receipt of goods

5.5 Authorisation for payment

5.6 Payments

5.7 Contract register

5.0 Procurement of Works, Goods and Services
Why is this important?

Public money should be spent with demonstrable probity and in accordance with the Council’s
policies. Local authorities have a statutory duty to achieve best value, in part through economy and
efficiency. The Council’s procedures should help to ensure that services obtain value for money
from their purchasing arrangements and reduce the following risks.

Risks:

Goods or services may be ordered for personal use and later paid for by the Council.
e The incorrect volume, number or quality of goods and services may be received.

e The Council may be committed to spending on goods and services for which no budgetary
provision has been determined.

¢ Officers failing to follow contract and tendering procedures may leave both themselves and the
Council open to accusations of favouritism, unfair contract terms and legal challenge.

e Goods or services ordered may fail to meet the Council’s environmental, health and safety and
other strategies and policies.
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e The procedures which should be followed when considering any spend of Council money are
set out in the Contract Procedure Regulations.

5.1 Contract procedure regulations

5.1.1 Why do we have contract procedure regulations?

The Council is obligated by Section 135 of the Local Government Act 1972, to make contract
procedure regulations for the supply of goods or services or for the execution of works.

The purpose of contract procedure regulations is to provide a framework within which the Council
can get value for money when obtaining supplies of goods, services and works.

Officers must comply with these contract procedure regulations, which lay down minimum
requirements for procuring goods, services and works. Guidance on the procurement process can
be obtained from the Procurement Team. Officers must always seek advice from the Procurement
Team in the first instance and from the Council’s Legal Services department when in any doubt and
in particular for all contracts where European Law applies. If an authorising officer has any
questions about the Contract Procedure Regulations, they should contact the Deputy Chief
Executive (S151).

Every contract made by the Council shall comply with these contract procedure regulations.

Every contract made by the Council shall comply with the Public Contracts Regulations 2015 (PCR)
or the concessions Contracts Regulations 2016, as applicable.

Contract procedure regulations must be followed unless the law (in particular, European
Procurement Directives, but also UK law) requires something different.

5.1.2 Who do the contract procedure regulations apply to?

These contract procedure regulations apply to:

¢ All contracts made and to all orders placed by, or on behalf of the Council for the procurement,
hire and commissioning of goods, services and works including where the Council is acting on
behalf of public bodies.

e All Officers and Members of the Council.

e Any person or organisation engaged to manage a contract or undertake work that involves
procurement on behalf of the Council. In each case the requirement to comply with the contract

procedure regulations is to be included in the terms of engagement.

e The selection of sub-contractors where these are nominated by the Council under a main
contract.
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5.1.3 Reviewing and changing the Contract Procedure Regulations

The Deputy Chief Executive (S151) is responsible for maintaining a continuous review of the
contract procedure regulations and submitting any additions or changes necessary to the Council
for approval. The Deputy Chief Executive (S151) is also responsible for reporting, where
appropriate, breaches of the contract procedure regulations to the Council via the Cabinet.

Any non-compliance with the contract procedure regulations must be reported to the Deputy Chief
Executive (S151) or his representative. Any Officer that breaches the contract procedure
regulations may be subject to the Council’s disciplinary procedures.

Anyone wishing to act outside the provisions of these contract procedure regulations in a specific
instance not covered by these contract procedure regulations must seek the prior written approval
of the Deputy Chief Executive (S151) or Corporate Manager for Financial Services and use the
designated waiver form.

All instances of working outside these rules, including those subject to an approved waiver or an
exemption, will be reported to the next meeting of the Cabinet.

5.1.4 Compliance with the Contract Procedure Regulations

Service managers are responsible for ensuring that all of their staff fully complies with the contract
procedure regulations and other internal regulatory documents such as Procurement policies and
procedures. The contract procedure regulations is available on a centrally accessible ICT location
and hard copies can also be made available.

Staff required to use contract procedure regulations as part of their job will be required to confirm
that they have read and understood the contract procedure regulations as part of their induction. If
further clarification or training is required, this can be provided by the Procurement Team.

5.1.5 Procurement principles

The Council will adopt the following principles relating to the procurement of goods, services and
works:

e Base its procurement requirements on the principles of Best Value to ensure that it achieves
efficiency, effectiveness and value for money.

e Take a long-term strategic view of how it procures its requirements including the potential for
alternative methods of service delivery, innovative funding methods and partnership working.

e Expect that externally sourced requirements will be procured as a result of a competitive process
unless there are compelling or practical reasons to the contrary.

e Ensure that sustainability is an important criterion in any procurement activity as far as possible.
e Where appropriate develop procurement on a partnering basis in which both the Council and
the supplier seek to achieve continuous improvements and maximise mutual benefit through

longer term clearly worded contracts. These contracts will be based on measurable outcomes
and performance that define the obligations of both parties.
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e Where appropriate seek to work with others and through legitimate consortia in the procurement
of its requirements in order to widen the scope of its experience and focus expertise, maximise
purchasing power and harness economies of scale.

The Council acknowledges that cheapest is not always best and shall award the contract based on
the most economically advantageous tender (to the Council). This encompasses a number of
considerations and can include Best Price Quality Ratio (BPQR) and such other criteria such as
environmental and social value. It is important that the criteria for selection and award are made
clear in the tender pack, including any sub-criteria.

The method of contract evaluation will be included in the quotation specification or the invitation to
tender.

5.1.6 Application and Interpretation of Contract Procedure Regulations

Definitions

Definitions with regard to these contract procedure regulations can be found in the Glossary.

5.1.7 Aggregation of Orders

No procurement or award of contract shall be made in a manner which seeks falsely to bring the
value of the contract below the European Thresholds or those set out in these Regulations in order
to avoid compliance with the applicable laws and these Regulations. This includes dividing the
order(s) or contracts in order to give the appearance of being below the relevant threshold.

5.1.8 Exemption

Exemption from any contract procedure regulations may be authorised by the Corporate Manager
and Deputy Chief Executive (S151) provided that:

e The decision maker or authorised officer is satisfied that the exemption is justified by special
circumstances; and

e The exemption is reported in writing to the decision maker specifying the circumstances
justifying the exemption.

5.1.9 Exceptional cases where Contract Procedure Regulations shall not apply (urgency
etc.)

Contract procedure regulations shall not apply where in exceptional circumstances approval to
proceed would be given by the official waiver procedure:

e The work, goods or materials are urgently required, and loss would be entailed by delay arising
from advertising.

e The work, goods or materials required are of such special nature that no advantage would
accrue by inviting competitive tenders.
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e There is no effective competition for the goods or materials required by reason of the fixing of
prices under statutory authority or that such goods or materials are patented or proprietary
articles or materials.

e Transactions, which, because of special circumstances, may (either individually or as a class)
be excepted from time to time by the Cabinet of the Council.

5.1.10 Transactions effected through public sector purchasing organisations

Contract procedure regulations shall still apply to transactions effected through well-established
public sector and other purchasing and distribution organisations. A full list of these is kept by the
Procurement team. The procedure will depend on the nature of the framework agreement.

Further competition procedure should be used where the statement of requirements when
developed, cannot be met by the standard catalogue of goods or services or if there is no such
catalogue. The contract procedure rules will then apply to the further competition process.

Advice must be sought from the Procurement Team, prior to purchasing through any purchasing
organisation or consortia.

5.1.11 Contracts and official orders

The table below provides an overview of the approach to be applied to the different thresholds of

spend along with a reference to where the process is explained within these regulations:

Value Form of Methodology Decision Route
Agreement
Official
<£5,000 | Purchase Best endeavours Budget holder
Order
Official Minimum of 3 Written Quotations submitted | Budget holder
£5,000 - by a specified date and time and based on
Purchase . PP :
£25,000 a written specification and evaluation
Order —
criteria
Minimum of 3 Written Quotations submitted | Service Manager
Official by a specified date and time and based on
£25,000 - . P -
£50.000 Purchase a yvrlt_ten speC|f|cat_|on and evaluation
! Order criteria_ and advertise award on Contracts
Finder
Formal . . . . .
: Formal Tender using to a detailed written Assuming that there is agreed
£50,000 — | Written . - . .
tender specification by a defined deadline. budget in place, Corporate
EU Contract & . - )
(advertise opportunity and award on Manager + S151 Officer may
Threshold | Purchase !
Contracts Finder) approve up to £250k.
Order
Formal Contracts in excess of £250k
Written Formal Tender using to a detailed written will require approval by Cabinet
Over EU . - -
Threshold Contract & | tender _spec!flcatlon by a defined deadline.
Purchase (advertised in OJEU)
Order
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Prior to commencing any procurement or raising any order, the Officer must be assured that there
is sufficient budget in place for the proposed purchase and establish the expenditure code relating
to where the budget is held.

Consideration to both the value of the contract and the risk of exposure to the Council should be
made by the relevant Corporate Manager when deciding whether to execute a formal written
contract.

5.1.12 Estimated Contract value less that £5,000

In the case of goods, where the Authority purchases a significant number of items and the aggregate
total spend exceed £5,000 per year, prices must be renegotiated with the supplier annually. If the
total spend exceeds £50,000 per year, a contract should be executed in line with the tender
process below.

In the case of works or services, where the Authority appoints a supplier for a significant number of
low value jobs and the aggregate total spend exceeds £5,000 per year, quotations for rates should
be obtained in line with the quotation process outlined below. If the total spend exceeds £50,000
per year, a contract should be executed in line with the tender process below.

In the case of a contract whose total does not exceed £5,000, the officer may place a single order
without inviting quotations provided they are satisfied that they have used their best endeavours to
ensure that the most favourable prices and terms are obtained, having regard to the principles of
value for money and that the supplier is financially sound and technically competent.

If the contract is related to a service or works provision, appropriate pre-qualification of suppliers
must be carried out to ensure that their status in relation to health and safety, financial standing,
customer care, data protection, equalities, contract management and provision of insurance is
suitable for the level of the contract.

Pre-qualification through an industry recognised method such as Construction Line or Exor will be
deemed acceptable although the relevant Corporate Manager may require further checks to be
carried out in this regard.

In the event that competitive tenders or quotations are sought, these shall be obtained from such
number of contractors/suppliers as the relevant Corporate Manager deems appropriate having
regard to the principles of Best Value.

The officer is required to obtain written evidence of the quotations and the evidence is required to
be kept in accordance with the Council’s document retention guidance. This is 12 months or the life
of the contract, whichever is the greater.

5.1.13 Estimated Contract value between £5,000 and £50,000

Competitive quotations shall be invited unless a Corporate Manager considers that it is not in the
best interests of the Council to seek competitive tenders.

Where possible quotations should be sought from three contractors in writing. For further details
on quotations refer to the section on the quotation process.
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The officer is required to obtain written evidence of the quotations/tenders and the evidence is
required to be kept in accordance with the Councils Document Retention guidance.

5.1.14 Quotation Process
Where possible at least three written quotations will be sought.

The Service Manager will ensure all appropriate documentation is provided. The FIN301 Request
for Quotation form should be used; however this may be supported by additional supplementary
information which will further assist the supplier in providing their quotation. The Service Manager
should ensure that such contract documentation shall be approved by Legal Services if required
before quotations are requested.

The information contained in the request for a quotation will state:

The description or specification of the requirement avoiding the use of proprietary or brand
names and using available recognised standards.

The quantity required.

The delivery time and place.

The basis of the price to be quoted.

Which conditions or contract or other approved condition will apply to any order.

e The date by which quotations are to be received by the Council this will normally be not less
than 5 working days from the date of the request.

e The evaluation criteria the guote will be assessed upon.

Suppliers shall be required to address their quotations to the Service Manager.

Quotations may be requested and received using recommended electronic methods. The retention
and administration is dealt with under the document retention policy.

Quotations received late will be disallowed. They will be retained unopened until after the
quotations properly received have been opened and will be returned to the sender with an
explanation.

The quotation from the supplier who has offered the lowest acceptable price taking into
consideration the required quality, delivery, cost of use and cost of disposal will normally be
accepted provided this is within the estimated total cost.

Written acceptance will be notified to the supplier by the officer from the service dealing with the

procurement. They will also be responsible for notifying the Procurement Team in order for them to
update their records with details of the contract and how they have selected the chosen supplier.
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If the contract is for goods currently maintained or which are going to be maintained on the
eProcurement catalogue, a full list of products should be forwarded to procurement on the FIN302
Product Upload Template to allow them to be added to the catalogue prior to ordering.

The relevant Service Manager may accept a quotation other than the lowest where it is in the best
interest of the Council and best value is achieved. Such a decision and its reasons shall be recorded
and this information submitted to the Procurement Team.

An order will be raised on the Council’s eProcurement system at the point of awarding the contract.

If requested the unsuccessful suppliers can be notified and given reasons without breaching the
commercial confidentiality of the other suppliers.

5.1.15 Estimated Contract value over £50,000 but below European thresholds

The contract opportunity shall be advertised on the Council’s eTendering portal and on Contracts
Finder in line with UK Procurement legislation.

Competitive tenders shall be invited. Where possible tenders shall be invited from four contractors,
however in line with PCR 2015 no shortlisting will be allowed on contract values below the EU
threshold. This means that all compliant bids will be evaluated.

Where it can be demonstrated that there are insufficient suitably qualified contractors to meet the

competition requirement set out above all suitably qualified contractors should be invited so far as
is practical.
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5.1.16 Estimated Contract value exceeds European Thresholds

Where the estimated Value of the Contract exceeds the thresholds laid down in the European
Directive, Public Contract Regulations 2015 will apply.

The opportunity will be advertised in the Official Journal of the European Union (OJEU) and all
legislative requirements must be met.

5.1.17 The Tender Process

Before starting a tender process, and with suitable advance notice, the relevant Officer will inform
the Procurement Team of the proposed contract details using a Tender Initiation Form. Unless the
relevant Service Manager decides otherwise, all draft contract documents to be sent out with a
request for tender shall be approved by Legal Services prior to being sent to any supplier.

Consultation will occur between the Procurement Team, Corporate Manager and where necessary
Legal Services, and where relevant agree:

e The roles and responsibilities in respect of:

the selection process (above EU threshold only
the tender process

the evaluation of the outcomes

post tender negotiations

the contract award

contract management

O O O O O O
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e A procurement plan that:

@)
@)
@)

identifies scope for working with others

identifies the use of the best practice contracting and procurement methods including
partnerships and partnering

reflects any additional requirements and choice of procedure for a contract that exceeds the
EU procurement thresholds

identifies the use of European standards where these are available

details timescales and major events

identifies and allocates responsibilities

e The selection criteria (to be used above EU threshold only) for suppliers to be invited to tender
are based on commercial consideration and include:

O O O O O O O 0O O

financial viability and capacity
operational capacity

technical competence and capacity
relevant environmental issues

the Council’s policies

legislative compliance

health and safety

data protection

equalities

e The evaluation and award criteria for the contract to achieve Value for Money or MEAT taking
into account such aspects as:

O O O O O O O O

proposed methods and approach

total costs to the Council over the life of the contract including disposal costs
quality

delivery

sustainability

risk including the suppliers insurance details

health and safety

social value

In the case of contract values in excess of £250,000, and any contracts in respect of which the
relevant Service Manager may so direct depending on the strategic relevance of the contract, the
evaluation and award criteria to be used for award will be agreed in advance of the Invitation to
Tender being issued, by the Corporate Manager and relevant Cabinet Member.

Tenders will be advertised and submitted electronically via Supplying the Southwest Procurement
Portal using the Council’s Standard Form of Tender. Any amendment to this form must be approved
in advance by Legal Services.

5.1.18 Tenders — manner of submission

Every invitation to tender shall state that tenders will be only considered if it is received electronically
via Supplying the Southwest Procurement Portal.
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Every invitation to tender shall state that tenders will be only considered if it is received electronically
via Supplying the Southwest Procurement Portal.

5.1.19 Tenders — Procedures for opening
All tenders for a Contract shall be opened via the verification process within the eTendering portal.

Only those Officers delegated with Verifier status will be able to access the tenders and remove the
Tender seal.

The tenders may then be accepted and released for evaluation or declined and reasons given.
Documentation from the eTendering portals audit log should be produced to show the following:

e The name of the Tenderers who submitted their tender on-time.

e The name of the Tenderers who submitted their tender late.

e The name of the Tenderers who opted out of the Tender process and the opt out reason (if
supplied).

e The date and time of the submission.

e The Tendered price for each on-time submission as it appears on the Form of Tender.

5.1.20 Tenders — Procedures for acceptance

Where tenders have been invited in accordance with these Contract Procedure Regulations, the
winning tender based on MEAT as defined at 5.1.15 shall be awarded the contract.

The winning tender will be defined as the one who scores highest based on the pre-defined
evaluation criteria which was agreed at 5.1.53 and published with the Invitation to Tender.

For contracts under £250k the Corporate Manager will authorise the contract award.

For contracts above £250k, or where there is 10% excess on the budgeted tender provision, the
Corporate Manager, Director and Cabinet Member will authorise the contract award.

5.1.21 Tenders - Record Retention

A full record of the procurement process followed for quotation and tenders will be maintained,
including but not limited to:

e Quotations:

invitation to quote

submitted quotation

waivers

reason for not accepting lowest price and post quotation clarification including establishing
value for money

communication with successful supplier

feedback (if requested) supplied to unsuccessful suppliers

o O O O

o O
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e Tenders:

business case

pre-tender market research
method of obtaining bids
contracting decisions/ reasons
waiver

award criteria

tender documents

tender submissions

post tender clarification and establishing value for money
legal advice

evaluation

post contract monitoring

O OO OO OO O0OO0O OO O0O O

5.1.22 Standing Lists of Selected Suppliers

Where quotations or tenders are regularly obtained for the same or similar types of goods, services
or works that are below the EU tender process value a standing list of selected suppliers may be
used in the interest of efficiency and value for money.

Each standing list shall be reviewed and updated by the relevant Service Manager at least once in
any 24-month period and copy sent to procurement. A list of the established select lists is held by
Procurement.

5.1.23 Orders for Goods, Works and Services

Once a contract has been awarded or a quotation accepted, the following rules in relation to
transactional process of ordering through to payment should be followed.

Rules:

The for the ordering of works, goods and services shall be the eProcurement Corporate Finance
System or any successor system as agreed by the Deputy Chief Executive (S151). Only orders in
a format agreed by the Deputy Chief Executive (S151) shall be used.

This includes:

Hire/ rent/ lease of goods (See 6.6 Asset Leasing arrangements)
Delivery of recruitment/ consultancy

Appointment of Counsel

Obtaining Finance

Any amendments or changes in procedure to the agreed system must be approved by the Deputy
Chief Executive (S151) in consultation with the Corporate Manager for ICT if appropriate, prior to
being updated.

Every officer and Member of the Authority has the responsibility to declare to the Monitoring Officer

any links or personal interest that they may have with purchasers, suppliers and/or contractors
(including sub-contractors) if they are engaged in contractual or purchasing decisions on behalf of
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the Authority in accordance with the appropriate Codes of Conduct.
5.1.24 Ordering

Official orders, either in whole or in part, must not be used to obtain goods or services for private
use. Any officer found to be breaching this Rule, will be subject to disciplinary proceedings.

Official eProcurement orders shall be raised for all work, goods and services to be supplied to the
Council. No work is to be placed to an outside contractor without an order being raised.

All ordering must be conducted through the Procurement Team. No verbal orders are to be placed.

In the case of an emergency situation, the order must be placed as soon as is reasonably possible
and in all cases prior to the supplier submitting their invoice.

Guidance must be sought from the Procurement Team for any officers placing an emergency order
or orders relating to exceptional circumstances.

Prior to engaging any new supplier, Officers should consult with the Procurement Team to ensure
that there is not already a contract in place which could meet their requirement.

To use the new supplier, a Request for Supplier set up form should be completed with all relevant
details for verification with HMRC including where applicable:

UTR (unique tax reference)
National Insurance number
Company registration number
VAT registration number

Consideration of employment status, see 5.2 below and if the work involves construction, 5.3 below,
also needs to be made before a new supplier is created.

All orders must be raised, in advance of the works, goods or services being received by the Council.
A designated authorised signatory will need to authorise orders prior to the order being raised and
placed by the Procurement Team.

It is the responsibility of the designated service Authoriser to confirm with the relevant budget holder
and / or Accountant as to whether there is budget available prior to requisitioning the works, goods
or services.

Spending limits must be observed at all times and officers must not avoid overspending on the
correct expenditure code by applying an incorrect underspend code to an order.

Spending limits will be reviewed and approved by the Corporate Manager on an annual basis.
Officers initiating an order must consult the appropriate Accountant and jointly decide if a virement
is required from an underspent code to the correct code before the ordering process continues. Any

doubt or difficulty in correctly coding an order shall be referred to the appropriate Accountant for
advice.
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Orders are not to be split into smaller orders solely to avoid the value limits and procedures laid
down in the Council’'s Contract Procedure Rules.

Orders are not required for:

Rents

Rates

Supply of Utility Services (Gas, Mains Water, Electric, Telephone)
Petty Cash reimbursements

S151 treasury transfers.

Variations to official orders can be made by submitting a properly completed FIN305 variation order
to the Procurement Team.

Full details of how to use the eProcurement system can be found in the eProcurement User Guide
which is available on SharePoint.

5.2 Employment Status - Use of Consultants and Others

Employment status of non Mid Devon District Council employees should be a concern for all service
managers. This guidance lays out the basic position and shows how to work out the status of an
engagement.

It is vital to resolve the issue of status and inform the individual how they will be paid, before they
undertake the work. This will prevent delays in payment and disagreements if someone is paid
subject to deductions via payroll, when they were expecting to be paid gross, against invoices
submitted via the Creditors system.

IR35 is tax legislation that is designed to combat tax avoidance by workers supplying their services
to clients via an intermediary, such as a limited company, but who would be an employee if the
intermediary was not used. Such workers are called 'disguised employees' by Her Majesty's
Revenue and Customs (HMRC).

The service manager engaging someone to perform a task has the responsibility of determining
their employment status and whether they should be paid via payroll. It is not up to the individual
being asked to perform the task to indicate what their status is. If the Council treats someone
incorrectly, and HMRC imposes interest and penalties these will fall on the service that has
commissioned the work. (HMRC will normally go back as far as six years plus the current for unpaid
tax, NI, interest and penalties.)

Even if an individual can demonstrate that they are registered with HMRC as self-employed this
does not mean that they should necessarily be treated as such when they undertake an
engagement for Mid Devon District Council. It depends upon the contractual arrangement with the
individual (see below).

If the working arrangement is such that the individual is deemed to be employed by the Council then

the HR Manager needs to be informed so the appropriate contract of employment can be drawn up
and issued before the individual commences any work for the Council.
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Employment status can still be an issue for individuals who fall under the Construction Industry
Scheme (CIS). To avoid this complication the Council should not provide tools and equipment, and
ensure these individuals have other self-employment in addition to the works they do for the Council.
This will ensure tax is only payable under CIS, and the Council does not have to consider whether
they could be employees or not.

5.2.1 Points to consider

The following are extracts from: “Are your workers employed or self-employed for tax and National
Insurance contributions” HM Revenue and Customs leaflet ES/FS2.

An individual worker is likely to be employed if the answer is 'yes’ to most of the following questions:

Does the worker have to do the work themselves?

Can you tell the worker where to work, when to work, how to work or what to do?
Can you move the worker from task to task?

Does the worker have to work a set number of hours?

Is the worker paid a regular wage or salary?

Can the worker get overtime pay or bonus payments?

Is the worker responsible for managing anyone else engaged by you?

Your worker is likely to be self-employed if the answer is ‘yes’ to one or more of these questions:

e Can the worker hire someone to do the work, or take on helpers at their own expense?

e Can the worker decide where to provide the services of the job, when to work, how to work and
what to do?

e Can the worker make a loss as well as a profit?

o Does the worker agree to do a job for a fixed price regardless of how long the job may take?

If you can’t answer ‘yes’ to any of the above questions, your worker is still likely to be self-employed
if you can answer ‘yes’ to most of the following questions:

e Does the worker risk his own money?

e Does the worker provide the main items of equipment (not the tools that many employees
provide for themselves) needed to do the job?

e Does the worker have to correct unsatisfactory work in their own time and at their own expense?

An example: If an individual contracts to paint Phoenix House for £20k and to complete the work in
eighteen months at times that suit him with as many workers as he sees fit to employ it would
indicate self-employment. The costs incurred could generate either a profit or a loss and there is a
financial risk to him.

However, if he is to report to a service manager on Monday and paints the building using our paint
and equipment, cannot contract others to do the work, and effectively works the hours we decree,
then there is no financial risk to him and this would be employment.

There is an online tool that can be used to help determine the status of individuals at:
www.hmrc.gov.uk/calcs/esi.htm
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However, the online ESI tool should not be used for determining the status of:

¢ Individuals who provide their services through a limited company (known as IR35).
e Contracts with agencies to provide services to another person (client).

If you have any doubt as to the correct treatment, the matter should be referred to the Deputy Chief
Executive (S151) or Corporate Manager for People, Governance and Waste without delay.

5.3  Construction Industry Scheme

Under current tax legislation the Council is a deemed Contractor and those working for the Council
are sub-contractors. The Deputy Chief Executive (S151) will arrange for nominated staff to check
the validation at the HMRC website when Procurement has advised of a new potential CIS
subcontractor.

Payment in full can only be made to such a sub-contractor (company or individual) in the
construction industry who has been validated by HMRC and is allowed to be paid Gross.
Procurement will check the status of individuals with HMRC when creating new suppliers

Those classified to receive monies net by HMRC, will be paid with a tax deduction of 20% from the
labour element of the invoice. These individuals or companies should submit invoices which clearly
apportion the materials element of the charge from other elements before VAT is added. A failure
to do so will mean that the invoice is not paid and returned to the supplier.

If the subcontractor is not validated the payment can only be made with 30% tax deduction.

Monthly electronic returns of CIS deductions will be made to HM Revenue and Customs by no later
than 19" of each calendar month by officers nominated by the Deputy Chief Executive (S151).

5.3.1 Retentions

Payments to contractors will only be made on a certificated invoice of the designated service
manager, or where engaged by the Council, the Private Architect, Engineer or Consultant.
Certificated invoices shall show the value of the work, retention money, amounts previously certified
and amounts now certified.

All variations to contracts are to be in writing and in the form of a properly authorised FIN305
Variation Order.

The final payment for any contract will not be issued until the Corporate Manager has had a copy
of the final account and has carried out such examination as he/she considers necessary in order
to satisfy themselves as to the accuracy of the account.

It is recommended that for contracts in excess of £100,000, best practice would be to include a

standard retention of 5% until practical completion of a contract and then 2.5% to be held until 12
months after practical completion of the contract, which should be specified in the contract.
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It is the responsibility of the Service Manager in conjunction with the Deputy Chief Executive (S151)
to agree a suitable level of retention for the specific contract on a case by case basis.

5.4  Receipt of Goods and Services

Goods works and services received by the Council will be “delivered” by approved staff on the
financial system upon receipt of the goods or services so as to ensure the liability is promptly
recorded on the financial ledger.

Certification of work undertaken by external contractors engaged by the Council is to be authorised
by suitably experienced and qualified staff prior to delivery being entered on the financial system.

Documentation relating to deliveries such as Delivery notes or Job completion sheets should be
kept in accordance with the Council’s Document Retention guidance.

Where possible the delivery note should be scanned and attached to the eProcurement system at
the point of entering the Good Received Note.

5.5 Authorisation for Payment

The Deputy Chief Executive (S151) will ensure that procedures are in place to ensure that orders
made for goods and services on behalf of the Council can only be placed by suitably trained
authorised individuals, up to authorised limits, covered by an appropriate budget provision.

The limits for approval of expenditure are set out in Appendix A. Where the approval will result in
an increase in total contract price following the award of a contract, the Deputy Chief Executive
(S151) or in his/her absence the Corporate Manager for Financial Services, must be consulted
where:

e The original value of the contract was above the European Thresholds.

e The original value of the contract was £25,000 or more but below the European Thresholds and
the expenditure will result in the original value of the contract being exceeded by more than 10%,
taking into account any previously approved expenditure above the original contract value.

Service managers will be responsible for the authorisation of orders raised in the pursuit of their

agreed service plans. All requests to add or amend authorisation amounts must be made to the

relevant Corporate Manager in advance and approved prior to their use.

HR will supply a leaver’'s memo to the Deputy Chief Executive (S151) to ensure prompt removal of
former employees.

Contract retentions in accordance with contractual arrangements are always to be made and the
Accounts Payable section is to be authorised only to pay net amounts due.
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5.6 Payments
Why is this important?

The Council spends significant amounts of public money on the purchase of goods and services in
order to provide its services in accordance with statute and policy decisions.

Risks:

The Council pays for goods and services that have not been received.
The Council pays for goods and service twice or more in error.

The Council pays incorrect suppliers or amounts due to fraud.
Financial and accounting records are not correctly updated.

Regulations:

e The Council will pay invoices within 30 days from receipt of invoice or on other terms as maybe
agreed. All staff involved with paying creditors shall ensure that invoices are dealt with promptly.

¢ Inthe cases of invoices relating to work which is covered by the Construction Act 2009, payment
will be made in accordance with the protocol set out in the statutory scheme for Construction
Contracts.

e No amendments, changes or avoidance of the system laid down for the processing of invoices
for payment must be undertaken without the approval of the Deputy Chief Executive (S151).

e Invoices will only be accepted on which details are written in ink, typewritten, printed or
generated by computer. Payment against faxed or photocopied invoices require the prior
approval of the Deputy Chief Executive (S151), or his/her appointed representative.

e All Invoices must be received centrally in the Accounts Payable section of Financial Services.

It is the responsibility of the paying department to check the following:

e That an order has been raised, where appropriate and in accordance with 5.1 Procurement of
Work, Goods and Services.

e The invoice is addressed to Mid Devon District Council.

e That the details listed on the invoice match the order, including the description, units, amount
and VAT and that they are within the acceptable validity limit of +/- 5%.

e That the goods and services have been supplied/delivered to the Council and recorded via the
‘enter goods receipt’ section of the eProcurement system.

It is the responsibility of the Accounts Payable section to check the following:

That any trade and cash discounts have been deducted.
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e That the invoice is a genuine invoice and is not faxed or photocopied.
e That the invoice has not previously been paid.

The refunding of any payment made by a member of the public can only be considered if there are
genuine reasons for doing so, e.g. cancellation of event, overpayment of Council Tax, etc. The
refund request must be correctly authorised and accompanied by proof that a payment was made
to the Council.

Payments on Council pre-printed forms, e.g. pro forma invoices such as Petty Cash reimbursement
are to be signed by the appropriate authorising officer and checked for correct completion by the
appropriate Officers and Accounts Payable staff before payment.

The Internal Audit Section will carry out checks on the Creditors system in accordance with the
Audit Plan.

Payment for goods and services not yet received i.e. training courses should only occur in
exceptional circumstances and with the prior approval of an authorising officer. A record of the
payment should be made on the order and checks should be carried out to ensure that delivery
subsequently takes place.

All Creditors cheques returned to the Council, whether by hand or by post shall be passed
immediately to the Accounts Payable section of Financial Services and not to the instigating officer.
The instigating officer is, however, to be informed of any cheque having been returned.

Creditors will be paid by BACS whenever possible with a remittance advice forwarded within 24
hours of payment. All Bank details to enable payment will be held on the Creditor’s individual file
records and amended by Procurement staff only on receipt of official notification in writing, from the
Creditor.

5.7 Contracts Register

Upon award of any contract tendered via the Procurement Team, a FIN306 Contract Award
Notification will be sent by the Procurement Team to the relevant Corporate Manager, Service
Manager, Cabinet Member and Accountant and to the Deputy Chief Executive (S151) to notify them
of the award

Where the service has awarded their own contract, without the input of the Procurement Team, it is
the responsibility of the awarding service to provide the Procurement Team with the information that
they require to populate the contracts register (as set out below)

It will remain the responsibility of the Procurement Team to maintain a contract register of all
contracts over £5,000 awarded on behalf of the Council.

The register will be available for review on a centrally held electronic file by Officers and Members.
For each contract, the following details must be published:

e reference number
e title of agreement

47


http://mddcsp10/finance/Shared%20Documents/Forms/AllItems.aspx?RootFolder=%2Ffinance%2FShared%20Documents%2FFinancial%20Regulation%20forms&FolderCTID=0x0120003631CCC85601D544B79BF60E1641091E&View=%7b9B775E04-2320-4C72-BE94-F2C19CE5B1BA%7d

local authority department responsible

description of the goods and/or services being provided

supplier name and details

sum to be paid over the length of the contract or the estimated annual spending or budget for
the contract

Value Added Tax that cannot be recovered

start, end and review dates

whether or not the contract was the result of an invitation to quote or a published invitation to
tender

whether or not the supplier is a small or medium sized enterprise and/or a voluntary or
community sector organisation and where it is, provide the relevant registration number.

48



6.0 Expenditure

6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.1

Housing and council tax benefit payments
Housing renovation and associated grants
Purchase cards

Credit cards

Petty cash

Asset leasing arrangements

Urgent payments

Emergency action

Housing and Council Tax Benefit Payments

Why are these important?

The Council administers the payment of benefits, on behalf of the Department of Work and
Pensions, to assist people in paying their rent and/or Council Tax bills. The Housing Benefit scheme
iIs complex, requires people to declare both personal and financial details and is, as a result, open
to error and abuse. This being the case the assessment, calculation and payment of claimants

needs to be carefully controlled.

Risks:

e Benefit could be paid to fraudulent claimants.

e Personal domestic and financial details relating to a claimant could be disclosed without

authority to do so.
e Benefit entittement could be incorrectly calculated.

Regulations:

The Deputy Chief Executive (S151) shall be responsible for arranging the processing, assessment

and payment of benefit.
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The Deputy Chief Executive (S151) shall ensure that periodic checks on the calculations and the
entitlement for benefit cases are carried out. Verification Framework checks are to be carried out
on all benefit documentation received.

All records and files of personal information relating to claims and the calculation of entitlement to
benefit are to be held under arrangements that will prevent access by unauthorised persons and
enable compliance with the Data Protection Act.

Any information gained in the assessment and payment of benefit shall not be divulged by any
member of staff to persons not authorised to receive that information. Any person seeking
information on behalf of another must provide satisfactory evidence that they are authorised, by the
claimant, to do so.

Any member of staff with a personal interest in a benefit claim will have no part in the assessment
or payment of that claim. All staff involved in the administration of Housing and Council Tax benefit
will complete an annual declaration of interests form, and notify the Benefits Manager as soon as
they become aware of any personal interest.

All benefits cheques returned to the Council, whether by hand or by post, shall be passed
immediately to the Accounts Payable section and cancelled. The Benefits Unit is, however, to be
notified that any such cheques have been cancelled.

Lost cheques will not be reissued until the original has been cancelled or has been stopped. See
14.1.5 relating to crossed cheques.

6.2 Housing Renovation and Associated Grants and Loans

Why is this important?

Each year the Council receives applications from the public for grants and loans to assist them
financially in renovating their property or associated work such as alterations for the installation of
disabled facilities. Many grants and loans are for thousands of pounds and it is therefore essential
that applications are correctly assessed, calculated and paid in accordance with both legislative and
Council requirements.

Risks:

e Applicants may be paid and yet not be entitled to receive grant or loan monies.

e Grant or loan entittement may be incorrectly assessed leading to an incorrect payment being
made.

e The grant and loan scheme may be manipulated with fraudulent intent.
Regulations:
The Corporate Manager for Public Health, Regulation and Housing will be responsible for delegating

the management and processing of applications for Housing Renovation and other related Grants
or loans.
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The processing of grant and loan applications shall be dealt with expeditiously in accordance with
current legislation and Council policy. All applications must be approved by the Corporate Manager
for Public Health, Regulation and Housing or his/her nominated representative before any payments
are made.

Payments must be within the limits for such grants or loans set in the Housing Assistance Policy.

Payments of grant or loans are provided before work commences unless there are major
adaptations whereby stage payments may be made when staged inspections are completed and
signed off as satisfactory by the appointed officer in association with the applicant.

Employees of the Council with a personal interest in any grant application must notify the relevant
Corporate Manager who shall record the interest.

Employees of the Council who have a personal interest in any grant or loan application must not
participate in the processing of the application or payment of the grant or loan and comply with the
Officers Code of Conduct.

6.3 Purchase cards

The Council recognises that the cost of its spending is an area which can be reduced by using more
efficient payment methods which include the use of Purchase Cards and Credit Cards.

The Council has an approved purchase card scheme under the Government Procurement Card
(GPC) Policy. Purchase cards are issued to Officers where it has been identified that there is either
a large volume of low value transactions or a frequent urgency for a smaller number being made
when at remote locations.

Regulations

Authorised Users sign up to the terms and conditions as set out in Appendix C, which clearly set
out how the card is to be utilised and that under no circumstances may it be used for personal
purposes.

The scheme is to be used in line with the Guidance document issued to users with their cards shown
at Appendix C.

The Deputy Chief Executive (S151) will appoint administrators who shall be able to request
information and make amendments on the company account, including the creation of additional
cardholders.

Where the cardholder purchases goods or services relating to the Building Services department,
the cardholder will be required to provide the Job Number which the purchase relates to alongside
the receipt to ensure the goods are charged to the correct job.

Cardholders shall retain all VAT receipts from the transactions and record them on the prescribed
transaction log.
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The Cardholder, or an authorised user, shall reconcile all the transactions on their transaction log
and statement on a monthly basis using the reconciliation software provided by the card issuer.
During the reconciliation process, the following items associated with the transaction must be
populated:

Receipt reference
VAT amount
Accounting codes
Description

When the cardholder has checked the statement for accuracy the cardholder’s approver must
complete the summary before the full month’s transactions are loaded into the financial
management system.

The reconciliation, approval and loading of the file will be completed in line with the timetable set
out each year.

The Deputy Chief Executive (S151) will review the effectiveness of the scheme from time to time
and at least at the re-tendering of the contract, usually every 3 years.

6.4 Credit Cards / Purchasing Cards

A Corporate Credit Card is used for the purchase of products or services where the only practical
method of payment accepted by the supplier is credit card. The credit card is to be held in a secured

location by the Procurement Team.

The Deputy Chief Executive (S151) will appoint authorised signatories who are able to request
information, make changes to the account or create new cardholders.

A purchase order must be raised in line with the Financial Regulations before any transaction is
made using a card. All transactions made using a credit card are to be recorded on a central log
which must be reconciled monthly to the Credit Card statement.

The relevant accounting codes and VAT information from each transaction are to be allocated on

the financial ledger at the point of posting. VAT receipts are to be held centrally in line with the
Council’s retention policy.

6.5 Petty Cash

Why is this important?

Petty cash is required to meet minor items of expenditure that may arise from time to time.
Risks:

e Cash is stolen, lost or borrowed without due authority.
e Money is spent on non-work related goods or services.
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e Petty cash is used as a means to circumvent the proper procurement process.
Regulations:

The Deputy Chief Executive (S151), in consultation with Service managers, will decide on the fixed
amount of the float to be used for meeting petty cash expenses at any satellite establishment.

Petty cash made available is for work related transactions only. Under no circumstances are petty
cash floats to be used for personal reasons i.e., loans or advances of cash. Any officer found to be
in breach of this Rule will be subject to disciplinary proceedings.

Payments from petty cash are to be limited to minor non-recurring items of expenditure, not
exceeding the thresholds set out in Appendix A.

None of the following items of expenditure are to be paid out of petty cash:

Travel and subsistence expenses of officers.

Postage, except where a small supply of stamps is held for specific purposes.

Sundries, such as milk, tea, coffee, biscuits, etc. for officers.

Stationery.

Any other payments relating to staff or persons working or providing a service to the Council.

Any officers found to be in breach of this Rule will be subject to disciplinary proceedings.

A EIN321 form will be provided by the Deputy Chief Executive (S151) for each officer holding a
petty cash float at the 315t March to certify in writing the amount held, either in cash and/or in signed
vouchers awaiting reimbursement.

All payments from petty cash are to be recorded on the electronic FIN320 Petty Cash Reconciliation
form and are to be supported by vouchers in the approved form. The voucher is to be signed only
by the employee entitled to receive the payment and is to be counter-signed by an authorised officer
at the time of payment. Full details of the claim are to be recorded on the voucher and an official
VAT receipt obtained and attached to the voucher.

On leaving the Council’'s employment or otherwise ceasing to be entitled to hold a petty cash float,
an employee shall account to the Deputy Chief Executive (S151) for the float amount advanced to
him/her.

Petty cash floats are to be reconciled and balanced (vouchers to cash balances) on a monthly basis.
Replenishment of petty cash floats will be via the submission of the FIN320 Petty Cash
Reconciliation form using the guidance notes within the workbook. Floats will be replenished from
a “top up” float held by the Customer First Supervisors.

The petty cash “top up” float will be replenished by replacing kiosk cash to be banked with a MDDC
cheque of the same value.

The Petty cash top up float should be reconciled quarterly in line with the reconciliation of the petty
cash eFinancials cost centre.
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The workbook should be authorised and sent electronically to accountancy@middevon.gov.uk. A
hard copy of the ‘Vouchers’ page and the ‘Replenishment’ page should be sent to Accounts Payable
with all signed vouchers and receipts in support of the amount claimed.

Once Accounts Payable has verified the replenishment they will authorise the Customer First Team
to contact the officer holding the float to collect the replenishment. Council identification must be
presented when collecting the cash.

Cash balances and vouchers shall be available for inspection upon request, by Internal Audit.

Any till differences in excess of the amount shown at Appendix A shall be referred immediately to
Internal Audit.

6.6 Asset Leasing Arrangements

Why is this important?

Capital finances are not always available to purchase an asset outright, especially larger vehicle
and equipment purchases. Leasing an asset enables the cost to be spread over several financial
years. Asset leasing contracts are legally binding documents which therefore need to be considered
and entered into with caution.

International Financial Reporting Standards (IFRS) require Operating Leases and Finance leases
to be treated differently within the year end accounts. Whether a lease is a finance lease or an
operating lease depends upon the substance of the transaction, rather than the form of the contract.
This is not always conclusive. The assessment requires judgement against the lease classification
indicators set out in International Accounting Standards (IAS) 17.

Criteria pointing to a finance lease classification include:

e The lease transfers ownership of the asset to the lessee by the end of the lease term.

e The lessee has the option to purchase the asset at a price that is expected to be sufficiently
lower than the fair value, so as to make it reasonably certain the option will be exercised.

e The lease term is for the major part of the economic life of the asset.

e The present value of the minimum lease payments amounts to at least substantially all of the
fair value of the leased asset (MDDC applies a rate of 75% and above).

e The leased assets are of such a specialised nature that only the lessee can use them without
major modifications.

In summary not only is it important to ensure that our lease arrangements are appropriate for our
needs, it is also important that each lease is classified and recorded within the correct framework.

Risks:

e The Council may fail to be able to meet future commitments.
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e New annual lease payments may exceed budgetary provision.

e Assets are not appraised to ensure leasing is a more viable option than purchasing.

e Assets are not purchased following procurement guidelines or leased following a financing
review.

e The asset is disposed of before the lease ends or is ready to be disposed of.

e Lease interest rates are high.

e Lease agreement contracts are not signed or stored correctly.

e Leases are classified incorrectly because IFRS regulations are not followed.

Regulations:

A business case analysis should be carried out when considering purchasing a new asset and the
Service Accountant should be included in this process. The business case should show that there
Is a definite business need for the asset, the asset to be acquired has been appraised to be the
most operational and cost effective solution and that procurement rules have been followed to
obtain quotes or to tender for the asset.

At this stage the Deputy Chief Executive (S151) should consider whether finances are available to
purchase or whether leasing the asset is more appropriate. In any event if the Council is to purchase
the asset and subsequently undertake a sale and leaseback arrangement the normal procurement
rules outlined at 5.1 above must be followed. Service Managers must therefore be mindful of lead
times before the acquisition of assets.

If the asset is to be leased a leasing advisory body will be contacted to carry out a financial review
and find the best leasing option. This must only be done after the decision not to purchase has
been made. Additional costs could be incurred in instructing a financial review if a decision is then
made not to lease.

Arranging the financing of a lease will be administered by the Deputy Chief Executive (S151). All
contractual documentation should be forwarded to the Deputy Chief Executive (S151). Once signed
by an authorised signatory all Contracts will be entered into the Contracts Register.

Annual payments due on new finance leases will be funded by the service acquiring the asset
through a budget virement to the finance lease detail code.

6.6.1 Property Leases

If the Authority enters into any new property leases, either as Lessor or Lessee, The Deputy Chief
Executive (S151) needs to be immediately advised of the transaction and the nature and terms of
the agreement entered into. This is most important because the accounting treatment of the
transaction and therefore our financial statements could be different, depending upon the
circumstances.

6.7 Urgent Payments

Payments to suppliers and others are normally arranged in a series of weekly or monthly runs.
Service managers are asked to try wherever possible to adhere to these standard payment runs to
maintain efficiency.
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This will be by BACS as the faster more secure option and the Service Manager will need to obtain
all of the relevant details of the payee for this to occur. However in the rare case that circumstances
conspire to warrant an urgent payment service managers should endeavour to obtain the bank
details and full name and address of the payee so that a BACS payment can be issued without
delay by the Finance Team. The monies will always clear faster than a cheque, and the process is
both more secure and cheaper for the Council.

Corporate Managers and Directors and service managers must ensure that Financial Regulations
and Contract Procedure Rules relating to contracts and tenders have been complied with. However,
in a situation which is outside the time framework for a Cabinet decision, the decision could be taken
by the Cabinet Member for Finance together with either the Chief Executive or the Deputy Chief
Executive (S151) for expenditure up to the EU threshold limits. Any such decision of the Cabinet
Member would however need to be reported back to the next Cabinet meeting, so that there is
accountability and an audit trail of the decision.

6.8 Emergency Action < £250,000

In the event of an emergency, there is a need for three-two authorisations, that is, the relevant
Corporate Manager on duty and either the Deputy Chief Executive (S151) or the Corporate Manager
for Financial Services, Gorpoerate Managerand-a-CabinetMemberto authorise all necessary actions
and to incur expenditure outside amounts included within budgets without recourse to the
requirements of these Financial Regulations.

The_Corporate Manager on duty ChiefExecutive-and-a-Cabinet-Member-ora-Corporate Manager
shall notify the Beputy-Chief Executive {S151)-and appropriate Cabinet Members (for that service
and Finance) in writing of the circumstances and estimated financial impact.

6.8.1 Emergency Action > £250,000

In the event of an emergency, there is a need for three authorisations, that is, the Chief Executive,
Deputy Chief Executive (S151) Cerperate-Manager-and either the Leader or a-Cabinet Member for
Finance to authorise all necessary actions and to incur expenditure outside amounts included within
budgets without recourse to the requirements of these Financial Regulations.

In the event of such an emergency the provisions of the Constitution rules regarding key decisions
apply. The Corporate Manager on duty prepare an update report to the next Cabinet meeting.
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7.0 External Expenditure Arrangements

7.1 Work for third parties
7.2 Work by third parties
7.3 Partnerships with external entities

7.4 Projects

7.1 Work for Third Parties

Why is this important?

Current legislation enables the Council to provide a range of services to other bodies. Such work
may enable a unit to maintain economies of scale and existing expertise. Arrangements should be
in place to ensure that any risks associated with this work is minimised and that such work is intra
vires.

Risks:

e The Council could make a significant loss by carrying out this work.

e Internal resources are tied up in providing external users a service with a resulting detrimental
effect on internal service provision.

e The Council could be held liable for the actions of its staff.

Regulations:

The Deputy Chief Executive (S151) shall provide guidance on the financial aspects of providing
third parties with services and the maintenance of a contracts register.

Each service manager shall ensure that:

e Appropriate insurance arrangements are in place to the satisfaction of the Deputy Chief
Executive (S151).
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e The Council is not put at risk from any bad debts.

e Valid sales invoices with the correct vat treatment are created for the service.

e Wherever possible, payment is received in advance of the provision of the service.

e The relevant service has the appropriate expertise to undertake the contract.

e All contracts are properly documented and that the documentation is kept up to date.

e The Deputy Chief Executive (S151) is provided with the appropriate information to enable a note
to be entered into the financial statements.

Corporate Managers and Directors must ensure that work carried out by third parties (for instance
by an Arm’s Length Management Organisation) for the Council is approved and covered by a
suitable contract or agreement so that the responsibilities of each party are clear. Financial, legal,
HR and procurement advice should be sought at an early stage. This will ensure that the

organisation only carries out work that is within the relevant legal powers, and that financial issues
such as responsibility for managing budgets, insurance and taxation are properly considered.

7.2 Partnerships with External Partners/Agencies

Why is this important?

Partnerships are likely to play a key role in delivering community strategies and in helping to
promote and improve the wellbeing of the area. The Council is working in partnership with other
councils, public agencies, private companies, community groups and voluntary organisations, to
bring together the contributions of the various stakeholders to deliver a shared vision of services
based on user wishes.

The Council will mobilise investment, bid for funds, champion the needs of their areas and harness
the energies of local people and community organisations. The Council will be measured by what it
achieves in partnership with others and assist as much as possible depending upon resources.

Risks:

e Important issues and problems are not addressed. Roles and responsibilities for the partnership
are not clearly defined at the outset.

e The risks associated with the partnership are not identified or addressed.
e The financial viability of the partnership is not assessed at the outset.
e The partnership may not deliver the level of staffing or expertise anticipated at the outset.

e The objective of a proposed partnership may not be achieved.
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e A partnership arrangement may cost the Council more than an existing or singularly
administered equivalent, or the quality of service may decline, or both.

Regulations:

It is the responsibility of all Service managers to identify any instances of partnership working within
their service areas and to keep a written record.

Before entering into any partnership agreements the service manager will advise the Deputy Chief
Executive (S151) of the key elements of the partnership. This will include an analysis of:

e A cost/benefit appraisal of the financial viability of the partnership, both in the current and future
years (including estimated budgetary requirements)

Risk assessment and management (including the production of a risk log)

Resourcing, including taxation issues

Audit, security and control requirements

Dispute resolution.

The Deputy Chief Executive (S151) must be advised and will give advice on effective controls and
ensure that accounting arrangements are satisfactory.

The Corporate Manager for Property, Leisure and Climate Change must be advised and a suitable
partnership agreement drawn up and signed before commencement to safeguard all parties.

It will be the on-going responsibility of the service manager to:

e Adhere to approved Council policies relating to partnership working
e Ensure that such partnership agreements and arrangements do not impact adversely upon the
services provided by the Authority

e Provide appropriate information to the Deputy Chief Executive (S151) to enable a note to be
entered into the Council’s statement of accounts concerning material items

e Ensure that all partnership agreements and arrangements are properly documented. Such
documentation must be sufficiently detailed to allow the performance of the partnership to be
effectively monitored and assessed.

Service managers are responsible for reviewing all existing partnerships on an annual basis to
ensure that the partnership continues to deliver Value for Money, and that it operates in the best
interests of the Council and is not in conflict with the Council’s objectives.

Service managers must notify the Deputy Chief Executive (S151) and the Corporate Manager for
Property, Leisure and Climate Change, if the Council intends to disengage from an existing
partnership who will then advise on appropriate measures to protect the Council’s interests when
the partnership is dissolved.

It is the partners’ responsibility to:

o If appropriate, and especially where this Council takes the lead, be aware of their responsibilities
under these Financial Regulations
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e Ensure that risk management processes are in place to identify, assess and monitor all known
risks

e Ensure that project appraisal processes are in place to assess the viability of the project in terms
of resources (including finance), staffing and expertise

e Agree and accept formally, the roles and responsibilities of each of the partners involved in the
project before the project commences (including the production of terms of reference)

e Communicate regularly with other partners throughout the project or partnership so that
problems can be identified and shared, to achieve their successful resolution

e Develop a framework for measuring the performance of the project or partnership and regularly
share performance results with partners and stakeholders

e Ensure that any financial contributions made to the Council, for the purposes of the Partnership,

are made on a timely basis.

7.3 Projects
Why is this important?

The Council normally undertakes projects for “one-off” or unique events. Projects can be caused
by many factors including changes in Central Government direction or legislative changes.

All projects that have an intrinsic value (including direct and indirect costs) of £50,000 or more shall
be run using structured project management such as PRINCE2 or other appropriate project
methodology.

Risks:

e The project may fail due to an inadequate or inexperienced project manager.

e The project may exceed its budget both in terms of cost and time.

e Important issues and problems are not addressed and roles and responsibilities for the project
are not clearly defined at the outset.

e The risks associated with undertaking the project are not identified or addressed.
e The financial viability of the project is not assessed at the outset.

e The project may not deliver the desired objectives and outcomes that were anticipated at the
outset.

e Failure of a project may impact on the Council’s reputation.
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Regulations:

Service managers (or Corporate Manager) own the business case, including the budget for the
project, and are accountable to Leadership Team for the project. The service manager is
responsible for producing and submitting the business case to Leadership Team for approval. This
must include:

e Reasons for the project

Business options

Expected benefits and Issues/dis-benefits
Timescales

Costs

Investment appraisal

Major risks

Where the business case submissions form part of a programme or is in competition with other
business cases in bids for funding (e.g. capital bids), then scoring criteria will be agreed by
Leadership Team. Then each business case can be considered, prioritised or rejected.

If Leadership Team has approved the business case, then at an agreed date a Project Initiation
Document (PID) will be submitted by the Service Manager for approval. The PID will contain:

The objectives of the project

The scope of the project

The measurable outcomes/benefits of the project

A list of deliverables for performance monitoring purposes

An updated business case (including a cost/benefit analysis)
A risk log containing risks that have previously been assessed
An action plan of how and when the project is to be delivered
The proposed project organisation.

Where the project involves the use of consultants, their appointment should be subject to the
Council’'s normal rules (see Chapter 5). The estimated cost of using a consultant is to be set as the
consultant budget on the project. The Project Manager will be responsible for monitoring the actual
spend on the consultant on a monthly basis in conjunction with the Deputy Chief Executive (S151)
or designated accountant and report to the Project Board.

It is the responsibility of the Deputy Chief Executive (S151) to set up the budget for the project on
the financial ledger.

It is the responsibility of the Project Manager to monitor the project budget and project progress, in
conjunction with the Deputy Chief Executive (S151) or designated accountant, and to provide the
Project Board with regular updates, so that any issues or concerns can be fully discussed and action
taken, where appropriate.

All project documentation must be retained in accordance with the document retention guidelines
available on SharePoint.
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Where the project expenditure is anticipated to be £50,000 or below, it will be the responsibility of
Corporate Manager to monitor the total level of expenditure and hold the Service Manager as project
owner to account should any variances arise during the course of the project. If the project requires
additional financing for the project, then with the approval of the Project Board, the project owner
will obtain the approval of Leadership Team prior to committing the expenditure.

Where the project expenditure is anticipated to be between £50,001 and £250,000 it will be the
responsibility of Leadership Team to monitor the total level of expenditure and hold the Service
Manager as project owner to account should any variances arise during the course of the project.
If the Project requires additional financing for the project, then with the approval of the Project Board
and Leadership Team, the project owner will obtain the approval of the Cabinet prior to committing
the expenditure.

Where the project expenditure is anticipated to be in excess of £250,000, it will be the responsibility
of the Cabinet to monitor the total level of expenditure and hold the Corporate Manager as project
owner to account, should any variances arise during the course of the project. If the project requires
additional financing for the project, then with the approval of the Project Board and Leadership
Team, the project owner will obtain the approval of the Cabinet prior to committing the expenditure.
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8.0 Staff and Member Related Expenditure

8.1 Payroll
8.2 Travel and subsistence
8.3 Personal telephone calls

8.4 ICT auctions

8.1 Payroll
Why is this important?
Staffing the Council’s services is the most expensive cost to fall on the taxpayer.

Risks:

Payments may be made to employees who have left

Employees may be paid incorrectly

The Council could be prosecuted for failing to abide by employment law

The Council could be heavily criticised by the external auditors for failing to maintain adequate
employment records

e Tax compliance and associated penalties

Regulations:
The regulations, set out below, cover all officers employed by the Council and all Elected Members.

All claims from Officers and Members must be submitted to the Payroll Manager by the 6™ of the
month.

The Corporate Manager for People, Governance and Waste may review these dates from time to
time.

8.1.1 New Employees
The Corporate Manager for People, Governance and Waste is responsible for the payment of all

salaries, wages, pensions, gratuities and other emoluments to employees, former employees,
Members and former Members of the Council.
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Appointments will be made in accordance with the establishment and rates of remuneration
approved by the Council and provided that adequate budget provision is available. Payments will
be made in accordance with nationally or locally agreed conditions.

In all instances where a new appointment is to be made (whether replacing an existing post or
adding to the establishment), the recruiting manager will be required to complete a Vacancy
Approval Form (VAF) and justify the business case for recruiting. The VAF must then be signed off
by the Corporate Manager before being passed to Finance to check that there is adequate budget
to recruit. The VAF must then be passed to HR and a Director for approval.

Once an appointment has been made, a starter form will be completed by HR and will be signed by
the recruiting manager prior to being passed to the Payroll Manager.

The Corporate Manager for People, Governance and Waste will ensure that baseline security
checks are undertaken to satisfy eligibility to work and that new employees produce the following:

e Satisfactory Identification Tax form P45 or HMRC Starter Declaration.

HR and payroll will start and maintain personnel files, within document storage, for all new
employees and will complete pension documentation as required, in accordance with the Local
Government Pension Scheme.

8.1.2 Leavers

The relevant Service manager will notify the Corporate Manager for People, Governance and Waste
immediately of all resignations, dismissals, redundancies, or retirements The Payroll Manager will
calculate and initiate the final payment and, where applicable, forward the necessary Pension
documentation, to the administering Authority.

8.1.3 Calculation and Payment of Salaries and Wages

Each Service manager will be responsible for notifying HR of all matters affecting the payment of
emoluments, including changes in remuneration, other than normal increments, pay awards and
agreements of general application.

Overtime must only be worked with the prior approval of the Service manager or his/her
representative. Claims for overtime and other allowances must be certified by an authorised officer
in accordance with the official Authorised Signatories List for overtime (or Local Conditions of
Service where the officer is SCP 35 or above). These must be submitted promptly and at the latest
within two months from the end of the month to which the claim relates. If the claim is submitted
after two months then it will require the approval of the Director of the service before being
processed and paid.

Payments will be calculated by the Payroll team in accordance with the information provided, the
relevant Conditions of Service, and statutory payroll legislation. Non statutory deductions and
changes to bank accounts are only to be made with the written approval of the employee concerned.

The salary in respect of each full calendar month for officers, and the allowances in respect of

Members, will be paid no later than the 22" of that month. The Corporate Manager for People,
Governance and Waste may review these dates after consultation, from time to time.
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Payment will be by monthly BACS for all employees. Pay advices can be viewed electronically on
the self-service portal. Staff that don’t have access to the self-service portal will have pay advices
despatched to the relevant service units where a designated officer will be responsible for their
distribution. Any undelivered pay advices must be returned to the Payroll Manager.

Payroll will be responsible for the correct accounting and supply of payment information to the
relevant bodies for all deductions made from the payroll. The HR Manager will hold a list of
signatories authorised to make amendments to payroll/authorise timesheets etc.

8.1.4 Absence

Service managers or their authorised officers are responsible for ensuring records of all absences
including holidays, sickness, unpaid and other leave are maintained and monitored, using the
appropriate time recording system and self-service portal. Service managers or their authorised
officers must ensure staff comply with statutory and prescribed certification and notification
procedures for periods of sickness and maternity leave. Failure to comply with these procedures
may result in delayed or stopped payment. The submission of false information will be treated as
gross misconduct.

Where an employee returns from sickness absence a return to work interview is to be completed
by the line manager on the self-service portal, within one week of the employees return to work.

8.1.5 Regradings from Job Evaluation, Promotions and Transfers

The HR Business Partners will be provided with written notification from the Pay and Grading Group
and relevant Service manager of any regradings, promotions or transfers. This notification will
include the employee’s personal and post details, both previous and revised, and the effective date
of the change. On receipt of this information, HR Business Partners will instigate the change.
8.1.6 Honorarium

Honorarium payments are only to be made in accordance with the Human Resources policy.
Honorarium payments will only be made to employees who are acting up to cover a higher graded
position. It is the responsibility of the Service Manager to notify the HR Business Partner of any
members of their staff that are covering higher graded positions.

8.1.7 General

The names and grades of all employees listed on the payroll shall be annually checked and signed
as correct by the appropriate service manager to verify the accuracy of the payroll records.

Retention of documents must comply with statutory requirements and be in accordance with section
2.5.
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8.2 Travel and Subsistence
Why is this important?

In the course of their duties officers and Members may be required to work away from their normal
place of work, attend seminars, training days etc. The officer should be reimbursed for their travel
and associated costs at agreed rates and in accordance with agreed procedures. In so doing the
officer receives what is due to them and the Council has an acceptable record of what is claimed
and by whom.

Risks:

e Fraudulent claims are made, e.g. fictitious journeys, embellished claims, incorrect rates, etc.
e Claims are paid twice
e Financial and accounting records are not correctly updated.

Regulations:

Claims for travel and subsistence shall only be made where journeys were authorised and expenses
were properly and necessarily incurred. The cheapest mode of transport should be used where
practicable.

Claims for travelling and subsistence are to be made monthly on the self-service portal which must
be fully completed and submitted to Payroll by the 6! day of the following month. Late submissions
will result in delayed payments.

Officers claiming travelling and/or subsistence allowances are expected to be aware of the
provisions of the Local Conditions of Service before a claim is submitted. If there is any doubt
concerning the accuracy of an amount being claimed, the Service manager must be consulted and
the advice of Payroll sought, if necessary, to ensure that all claims are in accordance with the
relevant Conditions of Service.

Claims not submitted within 2 months from the end of the month, to which the claim relates, must
be referred to the Director of the service together with a satisfactory explanation, in writing, before
any payment will be made.

The submitted claim forms pass to the Authorising Officer first to verify the accuracy of the claim
prior to submission to Payroll. Claimants are not permitted to approve their own claim. No benefits
in kind or other ex-gratia payments to staff are to be made without consulting the Director of the
service.

Subsistence allowances will be paid for the amount actually spent, subject to the limits approved in
Local or National Conditions of Service (which is available on the Intranet).

Receipts for the subsistence allowances claimed are to be attached on document storage on the
self-service portal. If a receipt is not attached an explanation of the circumstances must be given
on the claim form and the allowance paid will be restricted.

Travelling and subsistence claims in connection with the taking of examinations or training should
be made on the self-service portal and certified by the Service manager. Proof of attendance may
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be required before payment. This will be paid at the prescribed training rate. All claims must be
processed through Payroll.

Where an officer is undertaking professional qualification training, in accordance with the Local
Conditions of Service, a copy of any invoice that is paid in relation to that professional training is
required to be forwarded to the Corporate Manager for People, Governance and Waste.

Where an officer travels outside the prescribed boundaries of the Council for travel purposes, the
journey and method of travel must be approved in advance by the Service manager. The cheapest
mode of transport must be used where possible.

Where an officer travels direct from home, without first visiting the administrative centre, then the
normal mileage from home to work should be deducted in calculating the car mileage allowance
payable.

In exceptional circumstances, a Service manager can authorise an officer to claim car mileage
allowance for travel from home to office. This must be clearly shown on the claim form. Payment
will be made through the Payroll with deductions for Income Tax and National Insurance
contributions.

Officers claiming car mileage allowance shall be insured for business use (i.e. not just social,
domestic and pleasure) and have included and maintained in their policy of insurance a clause
indemnifying the Council against all third party claims, including those concerning passengers,
arising out of the use of the vehicle on official business.

It is the responsibility of the relevant Service manager to verify that the appropriate insurance
discussed above is in place, along with a valid driver’s licence, and evidence provided on document
storage on the self-service portal.

It should be noted that these regulations apply equally to Members.
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PAYROLL FORMS

STAFF FORMS

Overtime Form On the HR Group Services page on SharePoint under Payroll
Expenses Claim Form On the HR Group Services page on SharePoint under Payroll
Mileage Rates On the HR Group Services page on SharePoint under Payroll
Change of Bank Details On the HR Group Services page on SharePoint under Payroll
Christmas Club form On the HR Group Services page on SharePoint under Payroll
HMRC Starter Checklist Copies held in HR/Payroll

Child Care Vouchers www.busybeesbenefits.com

Cycle to work scheme www.cyclescheme.co.uk

Pension Joiner Form www.peninsulapensions.org.uk

Pension Opt Out Form www.peninsulapensions.org.uk

MEMBERS FORMS

Expenses Claim Form (paper

version) On the HR Group Services page on SharePoint under payroll
Travel and Subsistence On the HR Group Services page on SharePoint under payroll
ICT for Elected Members On the HR Group Services page on SharePoint under payroll
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8.3 Personal Telephone Calls
Why is this important?

Telecommunications are a vital part of the Council’s infrastructure. These communication channels
can be abused, both in terms of the theft of telephone call time and in the theft of work time whilst
making private calls.

Risks:

e Telephone calls time could be stolen, i.e. by not declaring
e Extensive use of telephones for private calls in office hours may represent a theft of time.

Regulations:

The making and receiving of personal; telephone calls is a privilege and should be kept to a
MINIMUM. Personal calls should only be made for urgent reasons and ideally when the officer is
clocked out, e.g. lunchtime. Line Managers are responsible for monitoring that employees do not
make excessive or inappropriate use of this facility.

8.3.1 Home Telephones

All officers who have their telephone line rental and business calls paid for by the Council are to
pay the quarterly telephone bill in full and reclaim the line rental and business calls made. Evidence
of bill payment must be provided before any claim is processed. Claims for reimbursement of line
rental and business calls are to be made within two months of the date of the telephone bill.

Claims not submitted after the two month deadline must be authorised by the Corporate Manager
for People, Governance and Waste upon receipt of a satisfactory explanation in writing before the
claim will be processed.

8.4 ICT Auctions

All payments for assets purchased from ICT auctions should be made to the Cash Desk at Phoenix

House or at other Council sites. ICT are to release assets only upon presentation of official receipts
for the payment of the asset. The receipts and related records are to be retained by the Cashiers.
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9.0 Income

9.1 Setting fees and charges

9.2 Rentreviews and annual increases

9.3 Invoicing

9.4 Income collection

9.5 Postal remittances

9.6 Debt collection procedures and the write off of bad debts
9.7 Refunds

9.8 Government subsidies, grants and claims

9.9 External funding

9.10 Housing advances and council house sales

9.11 Asset sales

9.1 Setting fees and charges

Service Managers shall review all fees and charges levied at least annually. Where increases of
charges are recommended they shall be reported to the relevant Policy Development Group, unless
authority for delegated decision making has been given to an officer. The effective date must be
stated.

In some instances statutory notice must be given before new charges can be introduced and
Service Managers must consider this and the timing of both PDG and Cabinet meetings to ensure
that any changes are lawful.

9.2 Rent reviews and annual increases
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To ensure invoiced amounts are correct Finance are to be advised immediately of any increases in
rent, following rent reviews of a property.

Service Managers must notify Finance of any increases so that the system can be set for periodic
invoices to recur. A failure to do so will result in the old rates of charge being levied, potentially
losing income for the Council.

9.3 Invoices

Where goods or services are provided which are less than the de minimis shown in Appendix A,
invoices are only to be raised if a VAT invoice is requested by a business customer. In all cases,
every endeavour must be made to ensure that monies are received before providing the goods or
services.

In terms of customer service, before raising an invoice, service managers must satisfy themselves
that:

e Is the customer aware of the goods/service to be provided?
e Are they aware and have they agreed the scale of fees?

If not, do not proceed. Significant time is spent dealing with disputes, issuing credit notes and
writing off amounts that should not have been issued in the first instance. There is also the need to
declare output VAT, where applicable, to HM Revenue and Customs when raising sales invoices.

Service managers are responsible for the prompt raising of invoices associated with the activities
of their services. Income for the Council is important as it affects cashflow and the ability of the
Council to finance its services. The Council submits VAT returns each month and to ensure these
returns are accurate sales invoices need to be within no more than14 calendar days of the service
having been provided. Service managers should ensure therefore that sales invoices are requested
no later than 7 calendar days after the goods or service have been provided. Requests for the
creation of sales invoices should be made via SharePoint using the proforma.

All charges made shall be in accordance with the Council’s approved charging policy, tariffs, or as
agreed by the Deputy Chief Executive (S151) and shall include VAT at the prevailing rate, if
applicable and as required by statute.

To assist the Income Team all service managers will ensure that any invoice raised clearly states
the nature of the goods or services provided to the customer and the period covered.

Where new services are to be introduced Service Managers must advise the Income team and
Customer First before starting to bill individuals.
9.3.1 Amendments

The Deputy Chief Executive (S151) must be advised promptly where there are changes in the
customer’s personal details, bank details, amounts or frequency of bills.

71



9.4 Income Collection

Income is a vulnerable asset. Effective income collection systems are necessary to ensure that all
of the income due is identified, collected, receipted and banked properly. It is preferable to obtain
income in advance of supplying goods or services as this improves the Council’s cash-flow and also
avoids the time and cost of administering credit.

Since income collection at the Council can vary in its nature between different services such as
leisure centres and social housing, specific procedures will not be addressed here. Rather, it is
recommended that each area have their own procedure documents, which have been agreed by
the Deputy Chief Executive (S151).

Risks:

Income is incorrect, i.e. the incorrect rate or tariff is charged.
Financial and accounting records are incorrect.

Money owed to the Council is not pursued adequately.
Income is not collected at all.

Income collected is stolen.

Financial and accounting records are not updated correctly.
VAT returns may not be correct.

Regulations:

Arrangements for the collection of all money due to the Council shall be subject to the approval and
control of the Deputy Chief Executive (S151).

The Deputy Chief Executive (S151) will, at least annually, review charging tariffs so as to ensure
that they reflect current Council policy reflect an appropriate charge for the goods or services offered
and will make recommendations for any changes to the relevant, PDG or Cabinet Member.

All receipt forms or books, account forms, till rolls and tickets are to be ordered and controlled in a
manner approved by the Deputy Chief Executive (S151). All issues of these documents to other
services shall be properly recorded and acknowledged.

Services drawing receipts or tickets in bulk will maintain a control record indicating issues made,
together with signatures acknowledging receipt.

The Deputy Chief Executive (S151) is to be notified promptly of any new, or alterations to existing
contracts, leases or other agreements which involve the receipt of money by the Council.

An official receipt is to be issued for all cash payments made to the Council. A receipt for any other
alternate method of payment will only be issued by request. New single payment receipting system.

Under no circumstances are personal or third party cheques to be cashed, nor money loaned, out
of cash held on behalf of the Council. Any officer in breach will be subject to disciplinary
proceedings.

At the close of business each day (and for each individual till point) any Council establishments that
receive income on behalf of the Council will be required to:
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e Take a daily total income reading, which shows the amounts of cash, cheques and card
payments received during the working day.

e Complete a reconciliation of the cash in the till and the total cash figure on the till reading.

e Add up the total monetary value of all cheques taken and ensure that this matches the total
cheque figure on the till reading.

e Once the cash and cheque amounts have been correctly agreed, a bank paying in slip must be
completed and sealed in a cash collection bag (provided by the Council’s nominated Security
Collection firm), along with the cash and cheques.

e The sealed cash collection bag must then be placed in the Council’s designated safe,
immediately.

A card payment report is to be generated from the swipe machine and the monetary value of the
card payment slips must match the end of day figure. All card payment slips are to be retained for
an appropriate period.

Once the banking has been prepared, the float in each till must be checked to ensure that the
balance held matches the designated float total. Income must be banked intact and under no
circumstances is the float to be taken out of the till before the takings to be banked.

All collecting officers must maintain an “unders and overs” record for any discrepancies. Where it
is found that there is a discrepancy between the level of float in the till and the designated float total,
the “unders and overs” record must be completed immediately and any discrepancies over the
amount specified in Appendix A must be reported to the Internal Audit Manager. The Service
manager or his/her representative is required to check the “unders and overs” record on a regular
basis and Internal Audit will undertake regular random spot checks.

Officers receiving money on behalf of the Council shall keep such records of collections and
deposits as the Deputy Chief Executive (S151) directs.

Officers collecting income must not also be involved in the reconciliation of that income to the
amounts due. An officer who is not involved in the collection process shall ensure that the money
reported as collected, has indeed been banked.

Refunds will be issued under appropriate circumstances. If it is determined that money is owed to
another party, a refund will be issued only where that party has no other relevant arrears with the
Council. Where such arrears exist, the amount owed should be used to reduce the outstanding
arrears.

Where a charge has been raised in error e.g. against an unoccupied (void) property, those charges
should be cancelled rather than a credit note raised. The effect for the customer is the same.
However, since credit notes and cancellations are used under different circumstances, this
approach gives a clearer picture of what has occurred.
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9.5 Postal Remittances

Post is to be opened by Customer First officers based in the Post room. There are exceptions to
this, which will be agreed between the Chief Executive, Deputy Chief Executive (S151) and
Leadership Team. Post for HR and CRB naotifications are to be opened within HR.

The post is to be opened by at least two officers who will record and witness all remittances
received. The remittances and accompanying record must then be sealed prior to removal from
the post room.

Postal remittances will then be passed to Customer First cashiers who will be required to sign a
receipt to state that they have received the sealed remittances.

Where Planning Officers open remittances in the Post room they also complete a daily listing
detailing the number of remittances they receive which is given to Cashiers. Planning is then
permitted to take the remittances to check against applications and to return these payments to the
cash desk the same day, who will then check the numbers received.

Responsibility for the safe custody of the postal remittances remains with the officer who received
such payments until such time as the remittance has been processed and the cash or cheque
securely stored in the till.

Under no circumstances are cash and cheques to be held in service areas overnight. Any officer
found to be in breach of this rule will be subject to disciplinary proceedings.

9.6 Debt Collection Procedures and the Write Off of Bad Debts

The control and recovery of debts is the responsibility of the, Deputy Chief Executive (S151), as is
maintaining adequate bad debt provisions.

No refunds are to be issued for amounts less than the de minimis shown within Appendix A, unless
specifically requested by a sundry debt account payer.

Invoices raised are to be pursued within the defined timescales with the Service concerned being
regularly informed of recovery progress so as to ensure that further provision of goods or services
is stopped until payment is forthcoming.

9.6.1 The prescribed process:

e 15t reminder letter - 28 calendar days after issuing the invoice
e 2" reminder letter - 14 calendar days after issuing the first reminder
e Final letter - on a case by case basis

Where the debt collection agency is experiencing problems collecting the outstanding monies the
relevant service manager is to be consulted. The nature of the debt has to be considered.

e How large is the debt?

e Is it a one off single invoice?
e Is it aninvoice relating to a potentially recurring item?
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e Does it involve an individual with special needs?

These factors together with the overall likely cost/benefit need to be considered before referral to
Legal to take legal proceedings against the individual.

9.6.2 Legal Action

Where the item is referred to Legal their professional advice is to be considered by the Recovery
Team and the Service Manager who owns the debt, following the Debt Protocol.

9.6.3 Disputed Invoices

Instructions to withhold recovery action on an outstanding account must be made in writing and
signed by the relevant Service manager. The written instruction is to include the period of
suppression, normally not to exceed a maximum period of one month, and the reason for
withholding action. Once the period of suppression has ceased the Recovery Team will be able to
commence action against the Debtor

9.6.4 Cancellation of Invoices

Where a debt is to be removed, Service Managers must identify what is needed:

e Service billed incorrectly: Credit note issued and replacement invoice for the service/goods
provided.

e Service billed correctly, but inability to recover: The debt written off as non-recoverable after all
possible recovery exhausted.

The Deputy Chief Executive (S151) must be informed without delay to ensure customer service is
maintained and recovery of VAT can take place.

Cancellation of invoices raised in error must be approved by the relevant Service manager.

Debts can only be written off by the Recovery Team and under no circumstances should the
write off of bad debts be processed by the service area.

9.6.5 Write off of Bad debts

Copies of the invoices rendered to debtors and all supporting documents in respect of any debt due
are to be held in accordance with the Council’s document retention guidelines for use by the
Recovery Section and Legal Services if the debtor is in default.

The writing off of any due debt (or cumulative total debt from one person) shall be authorised in
accordance with the limits set out in Appendix A.

The Deputy Chief Executive (S151) is to be informed of any outstanding income relating to the
previous financial year as soon as possible after the 315t March. This includes outstanding income
data recorded on independent billing and collection systems (both manual and computerised) held
outside Finance Services.
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9.7 Refunds

Where a small cash amount has been received, equal to or below the de minimis level shown at
Appendix A, then a refund can be made to the individual by cash on request.

In cases where customers have overpaid amounts in excess of the de minimis shown at Appendix
A, refunds can only be made after approval by Service Managers subject to the following principles:

e Payments that were originally made by electronic cards should be refunded on the same card.

¢ If the original payment was received by a cheque or BACS then any refund due should be made
by BACS refund in the interests of security and costs. All bank details received from customers
must be in writing, to protect the Council, and the confidential data must be protected.

9.8 Government Subsidies, Grants and Claims
Why is this important?

Grants and subsidies are a significant source of finance to the Council. As such it is essential that
the Council receives all that is due to it and on time.

Risks:

e Potential income from grants may not be received or received late the Council thereby having
to meet any shortfall in income or cashflow.

e Grant claim forms may be incorrectly completed.
e The Council could be criticised by external audit for failing to claim and/or record grant income
correctly.

Regulations:

The Deputy Chief Executive (S151) is to provide advice on the methods available for the funding of
resources such as grants from Central Government and borrowing requirements and is to assist in
the allocation of resources to service managers.

The Deputy Chief Executive (S151) shall be responsible for completion of all forms relating to
subsidies, grants and claims submitted to Government Departments on behalf of the Council.

The Deputy Chief Executive (S151) shall ensure that subsidy, grant and claim forms are forwarded
to the appropriate Government Department by the due date.

The Deputy Chief Executive (S151) shall nominate specific officers to complete various subsidy,

grant and claim forms and it shall be their duty to deal with these forms expeditiously using the most
accurate information available.
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Copies of subsidy, grant and claim forms, together with adequate supporting working papers shall
be prepared and retained and are to be made available for inspection by internal and external
auditors, if requested.

Any payment by or income due to the Council arising from a submitted subsidy, grant or claim form
shall be made known to the Deputy Chief Executive (S151) and the relevant amount recorded for
accounting purposes.

If the grant is ring-fenced for a specific type of expenditure then it must only be used for that purpose
and if capital in nature then only utilised for capital expenditure.

If grant conditions are not met within the defined period stipulated and the grant is repayable then
repayment to the issuing body must be made without undue delay.

9.9 External Funding
Why is this important?

External funding is potentially an important source of income, but funding conditions need to be
carefully considered to ensure that they are compatible with the aims and objectives of the Council.
Local Councils are often encouraged to provide ‘seamless’ service delivery through working closely
with other service providers from the charitable, not-for-profit and private sectors.

Funds from external agencies, such as the National Lottery, can provide additional resources to
enable the Council to deliver services to the local community. However, in some instances although
the scope for external funding has increased, such funding can be linked to tight specifications and
may not be sufficiently flexible to link to the Council’'s overall plan. The cost of submitting a bid
versus the likelihood of the bid being successful must also be considered when deciding whether
to apply for funds for specific projects.

Risks

e Statutory requirements are not complied with

e Funds are acquired in respect of policies that have not been approved by the Council

e The Council signs up to long term agreements without securing match funding

e The Council incurs significant costs in preparing a bid for external funds which is ultimately
unsuccessful.

Regulations:

The Deputy Chief Executive (S151) is to ensure that all funding notified by external bodies is
received and properly recorded in the Council’s accounts.

The Deputy Chief Executive (S151) is to be made aware of any prospective match funding
arrangements and to ensure that the funding requirements are considered prior to entering into the
agreements and future revenue budget reflect these requirements.

The Deputy Chief Executive (S151) shall ensure that the external funding requirements of the
external auditors are met.
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9.10 Housing Advances and Council House Sales

Why is this important?

The Council maintains a number of mortgages mainly with ex-Council tenants. It also continues to
sell its housing stock to tenants under the Right to Buy legislation. Sales are often at heavily
discounted rates and, the scheme is open to abuse.

Risks:

e Property could be purchased by people who do not qualify for the discounts and then sell it on
at significant profit within a relatively short period.

e Property could be sold at a price lower than the market rate when not appropriate.
e Property could change hands without the Council having received payment for it.
e Ex-tenants could avoid having to pay service charges for which they are responsible.

Regulations:

The Deputy Chief Executive (S151) shall be responsible for the administration and collection of
mortgage monies due to the Council. It is assumed that no further advances will be made.

9.9.1 Sale of Council Houses

Applications for the buying of council houses shall be subject to the provisions of the Housing Act
1985 as amended by Leasehold Reform, Housing and Urban Development Act 1993 and any
subsequent amending legislation.

The Corporate Manager for Public Health Regulation and Housing shall be responsible for co-
ordinating the processing of applications made under the Right to Buy or the Rent to Mortgage
schemes.

The Corporate Manager for Public Health Regulation and Housing shall be responsible for arranging
the valuation of a property to be sold and notifying an applicant of the offer price, taking into account
the applicable regulations discount.

When the applicant accepts the offer price, the Corporate Manager for Public Health Regulation
and Housing shall pass the applicant’s documents to the Legal Section who will be responsible for
the conveyancing and the preparation of any restrictive covenants affecting the property.

After approval of the draft transfer or lease by the purchaser’s solicitor, Legal Services will finalise
the legal work to completion.

The Corporate Manager for Property, Leisure and Climate Change, in liaison with the Deputy Chief
Executive (S151) and Corporate Manager for Public Health Regulation and Housing, shall ensure
that any rent arrears have been fully paid before the date of completion. If there is a default of
payment, completion is not to take place.

78



Upon completion, the sum due from the purchaser will be exchanged for the conveyance and the
money received paid in immediately.

Legal Services shall notify the Corporate Manager for Public Health Regulation and Housing and
the Deputy Chief Executive (S151) that completion has taken place and provide details of the
relevant income. Housing and property maintenance records shall be amended accordingly and
the Deputy Chief Executive (S151) will arrange for the relevant accounting entries to be made.

Service charges for leased properties are to be calculated in accordance with the relevant
legislation.

If a leasehold property is sold, the Corporate Manager for Public Health Regulation and Housing

shall commence ground rent and service charge records and request the Deputy Chief Executive
(S151) to ensure that the periodical income is received on the due dates.

9.10 Asset Sales

Where an asset is sold and the initial cost was less than the de minimus shown at Appendix A, the
sale proceeds will be treated as Revenue and coded to the relevant income code.

See 12.5 for the provisions relating to the sale of capital assets.
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10.0 Stock

10.1 Stock (Inventory)
10.2 Stocktakes

10.3 Write Off of Obsolete and Damaged Stocks

10.1 Stock (Inventory)
Why is this important?

The Council holds stock and inventory whose value is considerable. As such these assets need to
be safeguarded from loss. In addition, the costs of holding large quantities of stock are high and so
it must be used efficiently in the delivery of services.

Risks:

e Loss of stock/inventory would result in a direct adverse financial effect on the Council. This could
happen for any of the following reasons.

Goods could be lost

Goods could be stolen

Goods could be sold below the correct selling price
Goods could be damaged and decrease in value

O O O O

e The stores could be holding more inventory than is necessary. This would increase the cost of
holding and also increase the likelihood of obsolescence.

Regulations:

Each Service Manager shall designate officers responsible for the custody and physical control of
the stock in their departments.

The Service manager shall ensure that stock/inventory is not carried in excess of reasonable
requirements.
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10.1.1 Issuing of stocks

Materials are only to be issued to persons authorised to receive those materials. Requisition notes
or other approved documents are to be used bearing the signature of the appropriate authorised
officer.

All requests for stores materials must be made to the stores officer responsible for the control and
issuing of those stores and materials.

The documents and method of issuing stores materials must be approved jointly by the Service
manager and the Deputy Chief Executive (S151). Internal Audit may periodically test that the
correct procedures are being followed.

Stores officers are to maintain accurate records of all issues and receipts in the prescribed form.

10.2 Stocktakes

Any service manager that is responsible for a quantity of stock must arrange for a stocktake to be
carried out at least annually. This should be carried out at or in close proximity to the accounting
year-end (315t March), since the data will be used in the annual accounts. The only exception to this
rule is where a continuous stocktake system is in operation. This might be where a service carries
out a count of 25% of its stock lines each quarter, meaning that 100% are covered within each 12
month period. Any such arrangement must be agreed in advance with the Deputy Chief Executive
(S151).

The stocktaking exercise should be undertaken by a group of officers. This group should include
staff from outside of the store i.e. those that are not responsible for the inventory on a day-to-day
basis.

Those conducting the stocktake must record the quantity counted for each line of stock and identify
any obsolescent or damaged items of stock.

Internal auditors should be involved on the day of the stocktake. Their role is not to take part in the
stocktake, but to check a sample of completed stock sheets and carry out a second count of them.
This will mean that Internal Audit can give an opinion as to the level of assurance that can be taken
from the stocktake results.

Stocktaking sheets must clearly show details of all surpluses and deficiencies identified during the
stocktakes. All discrepancies are to be investigated and pursued to a satisfactory conclusion before
adjusting entries are approved.

Random stock checks may also be carried out by Internal Audit. This can occur at any time of year
and without advance warning.

Immediately following the end of the financial year each Service manager shall certify a list of all
commodities held at 315t March, together with a valuation of those commaodities at the lower of cost
or net realisable value (the net amount of monies the Authority might raise in the event of selling
the item). These lists must be submitted to Finance no later than the ninth working day of April each
year.
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The Deputy Chief Executive (S151) shall arrange for stock control systems to be reconciled to the
Council’'s accounts regularly at an appropriate frequency, and annually at 315t March as a minimum.

Where a discrepancy is identified between the stocktake results and the value held in the accounting
system, a stocktake form must be signed/approved in accordance with the thresholds shown in
Appendix A.

At the point of Finance receiving the stock value listings, they should be forwarded to the officer
responsible for insurance cover.

10.3 Write Off of Obsolete and Damaged Stocks

Whilst held in stores, stock/inventory may become damaged or obsolete. In such circumstances,
the value held in the accounts should be adjusted to reflect this. This is known as writing off or

writing down and can only be done with the approval of the Deputy Chief Executive (S151).

Where obsolete or damaged stock is identified the stocktake form must be signed/approved in
accordance with the thresholds shown in Appendix A.

Proposed write-offs shall not be separated to avoid the approval and reporting limits cited at
Appendix A.
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11.0 Taxation

11.1 Value added tax (VAT) basic guidance
11.2 Tax points - vat returns
11.3 Construction industry scheme

11.4 Responsibility

11.1 Value Added Tax (VAT)

Why is this important?

Section 33 of the VAT Act 1994 enables Mid Devon District Council to recover Input Tax on most
expenditure. MDDC also have a duty to pay to HMRC the VAT collected on Vatable sales income.
For detailed guidance please see Appendix B.

Risks:

e Penalties will be levied by HMRC if we fail to account for VAT in accordance with legislation.
Regulations:

11.1.1 Expenditure

All invoices due for payment by the Council are to be addressed to Mid Devon District Council. All
expenditure must be supported by valid documentation (If over £250 a VAT invoice) to support the
Authority’s claim of input VAT. Where VAT invoices addressed to Mid Devon District Council have

not been received Officers must request these from suppliers.

VAT receipts must be obtained and forwarded to the Payroll Manager to support claims for VAT on
mileage expenses.

11.1.2 Sales Income
Sales invoices should be raised wherever possible before the goods or services are provided — See

Invoices 9.3 above.
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Where goods or services are provided in advance Finance must be advised within 7 DAYS to raise
an invoice. The invoice must be raised within 14 days or the original supply date will become the
tax point and has implications for our VAT returns.

Full details of the transaction must be provided to Finance (debtors@middevon.gov.uk) to ensure
that the correct VAT treatment of the sales invoice is made.

11.2 Tax Points — VAT returns

Why is this important?

VAT returns are required to be submitted monthly, VAT returns are filed online and the submission
date is the 7™ of the second month following that of the return, i.e. the VAT return for period 15t —
30™ June is to be completed by 7" August. If a VAT return is late HMRC could impose a penalty.
As the majority of our VAT returns are repayment returns it is beneficial to complete the VAT return
as promptly as possible to improve our cash flow. Itis important that all debtor and creditor invoices
are recorded in a timely manner to ensure that any VAT is claimed or paid in the correct period.
Risks:

¢ HMRC can impose a penalty if we fail to submit a VAT return by the due date.

e HMRC can impose a penalty if we fail to account for tax points correctly and account for VAT in
an incorrect period.

e Supporting documentation is not retained to support tax point claims.

Regulations:

The Deputy Chief Executive (S151) is responsible for ensuring that the monthly VAT return is
completed and submitted to HMRC by the submission deadline. Before submission the VAT return

working papers will be reviewed and signed by the preparing Officer and a reviewing Officer.

Where HMRC makes a change in a VAT rate it is important that supplies made before and after the
change are made at the correct rate

Both invoices paid and invoices raised are to be kept within Document Retention Guidelines, either
in hard copy or stored electronically.

All VAT is accounted for through the Council’'s VAT nominal codes, including any adjustments to

VAT. These nominal codes will be balanced monthly as part of the VAT Return to ensure on-going
VAT liabilities are accurate.
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11.3 Construction Industry Scheme
What are construction operations?

CIS covers construction operations carried out in the UK. The rules of the scheme define the types
of work that are classed construction operations. But, as a general rule, the scheme includes almost
any work that is carried out on:

e A permanent building
e A temporary structure
e A civil engineering work or installation

Some examples of the types of construction work that are covered by the scheme include jobs like:

site preparation

general construction - bricklaying, roofing, plastering and so on
alterations and extensions

repairs and refurbishment

decorating

dismantling work

demolition

You can find out more about the types of work that are covered by the scheme in HMRC’s
Construction Industry booklet CIS340. The scheme defines 'construction’ as a term with a broad
meaning that includes:

building things

making things

putting things together
assembling things

Some jobs are specifically excluded from the CIS. They include:

professional work, like architects' services

scaffolding hire - with no labour

fire alarm installation

carpet fitting

manufacturing things like windows, blinds and shutters off-site
making and putting up signs

delivering materials

You will also need the following information about the subcontractor:

their name, or the name of their business or company

their Unique Taxpayer Reference (UTR)

the partner's name if they're a partnership

their National Insurance number (if you know it) if they're a sole trader

the partner's UTR or National Insurance number if they're a partnership (or, if the partner's a
company, that company's UTR or company registration number)
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e their company registration number if they're a company

e HMRC'’s verification of the subcontractor will advise on the payment status, this will be one of
three possibilities:

e Qross - meaning you don't make any deductions

e net of deductions at the standard rate (20 per cent)

e net of deductions at the higher rate (30 per cent), because the subcontractor isn't registered or
couldn't be verified for some other reason

11.3.1 Making deductions

To make a deduction from a subcontractor's payment, start with the total - gross - amount of the
subcontractor's invoice and then take away:

e any VAT they've charged
e the amount of any Construction Industry Training Board (CITB) levy they've paid

Then take away the amount the subcontractor actually paid for each of the following (including VAT
if they're not VAT registered):

materials

consumable stores

fuel used - except for travelling

plant hire

manufacturing or prefabricating materials

Finally, apply either the standard or the higher rate percentage to the amount that's left to work
out how much to deduct.

Each statement must include:

e the name of your business and your employer tax reference

e either the date when the tax month in which you made the payment ended, or the date when
you made the payment

e the subcontractor's name and UTR

e the subcontractor's verification reference number if the deduction was at the higher rate

e the gross amount before you made the deduction but after you'd taken off any VAT, CITB levy,
materials costs and so on

e the cost of any materials you took off before making the deduction

e the amount you deducted

Regulations:
The Deputy Chief Executive (S151) is responsible for providing information to HMRC in relation to
the Construction Industry Tax Deduction Scheme as required and advising Corporate Managers

and Directors of their responsibilities under the scheme.

Officers must have consideration of the Construction Industry scheme and liaise with Procurement
before suppliers are set up on our systems.
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11.4 Responsibility

Corporate Managers and Directors are responsible for ensuring that the appropriate controls and
procedures are operated within their service areas in relation to taxation issues.

(See also 5.2 above relating to the Use of Consultants and Employment Status).
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12.0 Asset Management

12.1 Land and buildings property register
12.2 Fixed asset register
12.3 Equipment register
12.4 Additions of assets

12.5 Disposals of assets

12.0 Asset Management

Why is this important?

The Council holds assets in the form of land, property, vehicles, equipment, furniture and other
items. It is important that assets should be safeguarded and used efficiently in the delivery of
services and that there should be arrangements for the security of those assets. Up to date registers
are a prerequisite to maintain proper fixed asset accounting and sound asset management. These
include:

e Land & Property Register of all Council owned land and buildings (See 12.1)
e Fixed Asset Register (FAR) to ensure a proper fixed asset accounting (See 12.2)
e Departmental equipment registers (See 12.3)

Risks:

e Holders of equipment and furniture may be unaware that items have been lost or stolen without
a record of all such items being maintained.

e The Council’s insurers may reject claims to replace lost or stolen items if the Council cannot
demonstrate that it maintains adequate inventory records.

e Assets could be used for non-council business.
e Assets are not available when required in the provision of a service.

e Assets are lost or stolen.
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e Assets may be acquired without prior approval, for which there is no use and/or on financially
unacceptable terms.

e Assets could be sold when there remains an operational need for them.
e Assets could be sold for less than the market or expected residual value.

e Assets could be disposed of to officers, Members or others at no, or very little cost, which could
be construed as tantamount to theft.

12.1 Land and Buildings Property Register

Regulations:

The Land & Property Gazetteer Management System must hold all land and buildings owned by
MDDC.

When any new land plots are identified this needs to be added to the database.

When any land plots or buildings are sold/purchased they need to be removed from/ added to the
database.

All title deeds to such property shall be kept secure, under the control of the Corporate Manager for
People, Governance and Waste and Development.

12.2 Fixed Asset Register (FAR)

It is the responsibility of the Deputy Chief Executive (S151) to set policies to ensure that the
Council’s assets are managed in an efficient, effective and economic way.

The Council shall maintain an asset register to include all land, buildings, plant and equipment
owned or subject to a finance lease subject to the thresholds shown in Appendix A. The register
shall accurately record acquisitions, disposals (either by sale or transfer of ownership). The Fixed
Asset Register will therefore only hold assets previously capitalised or new asset additions whose
individual class is over the de minimis.

All assets owned by the Council are to be valued in accordance with CIPFA's Code of Practice on
Local Authority Accounting in the United Kingdom.

The FAR is the responsibility of Finance to maintain. However Service Managers are expected to
advise Finance throughout the year of changes to these assets (within 2 weeks of any change), so
that amendments can be reflected in the FAR using form EIN601. Changes may include disposal,
acquisition and impairment.

Asset sales including Council House Right-to Buy (RTB) and Land or Property sales will be advised
promptly by Legal to the Deputy Chief Executive (S151) on an asset disposal form. The Corporate
Manager for Public Health Regulation and Housing will also arrange for a memo of the RTB sales
to be forwarded to the Deputy Chief Executive (S151).
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Asset purchases subject to the de minimis referred to in 12.2.2 above, need to be promptly advised
by responsible service managers at the earliest so that these changes can be picked up
continuously throughout the year.

12.3 Equipment Registers

Registers of all vehicles and equipment belonging to or in care of the Council with a replacement
value of greater than the thresholds shown at Table H ‘Equipment Registers’ in Appendix A will be
prepared and maintained by the relevant Service Manager.

The registers shall be the responsibility of the responsible Service Manager in a form approved by
the Deputy Chief Executive (S151). Please see proforma example FIN603. A register of all ICT
equipment will be held by the Corporate Manager for Digital Transformation and Customer
Engagement.

Each Service manager will arrange for the inventory of the physical assets to be checked at least
annually and certify the inventory to that effect.

The Deputy Chief Executive (S151) or his/her representative will, at all reasonable times, have
access to the property of the Council and may make such checks and tests as he/she deems
reasonable and necessary.

Council property including ICT equipment will not be used for private purposes without the express
approval of the relevant Corporate Manager Any officer found to be in breach of this Rule will be
subject to disciplinary proceedings.

All property belonging to the Council, will so far as is practicable, be marked in a suitable manner
as being the property of the Council.

In the event of items of equipment becoming obsolete or surplus to requirements, and if the value
exceeds £1,000508, then the disposal should be by means of competitive tender. This requirement
can be waived if the Corporate Manager receives evidence that a competitive tender would not be
cost effective.

All Council land, buildings, vehicles, or items of plant or equipment are to be kept under secure
arrangements at all times. Each Service Manager is responsible for ensuring the adequacy of the
security arrangements.

No unauthorised private use is permitted of any land, buildings, vehicles or items of plant or
equipment irrespective of whether it is owned by, or leased to, the Council. Any officer found to be
in breach of this Rule will be subject to disciplinary proceedings.

All buildings, vehicles, plant or equipment shall be appropriately insured. Any instances of loss or
damage to any buildings, vehicles or items of plant or equipment must be reported to the relevant
Service manager and the Deputy Chief Executive (S151). The Service Manager is responsible for
ensuring that any losses are recorded in the appropriate equipment register.
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12.4 Additions of Assets

Service Managers must secure best value for money for the Authority on all purchases of assets.
Purchase or the leasing of land, buildings and equipment shall be within overall budget provision
and the Deputy Chief Executive (S151) will decide on the appropriate method of financing.

All purchases or leasing of land and buildings shall be on the best financial terms that can be
obtained for the Council. The purchasing or leasing of land and buildings is to be in accordance
with the Council’s Procurement policies (See Chapter 5).

Lessees and other prospective occupiers of Council land or buildings are not allowed to take
possession of, or enter the property, until a lease or agreement has been signed.

No purchase or leasing of land and buildings shall be undertaken without consideration of:

e current and anticipated usage; and
e consideration of the other availability of owned existing land and buildings.

The appraisal should take into account the economic benefits of renting rather than purchasing or
leasing.

It is the responsibility of the Service manager to notify the Deputy Chief Executive (S151) of any
acquisitions of, or disposals of, assets immediately to ensure that the asset register is updated in a
timely manner. Insurance requirements, must be amended immediately if necessary.

Records must demonstrate that the income received from the disposal of an asset has been
properly accounted for. Appropriate accounting entries are to be made to remove the value of the
land and/or buildings from the Councils records and to include the sale proceeds.

12.5 Disposal of Assets

When assets are found to be surplus to requirements, and the Council takes the decision to dispose
of them, they must be disposed of in a manner that ensures the Council receives the maximum sale
value but also in accordance with regulations below.

Prior to disposal the relevant Service manager must check to confirm that the asset is owned by
the Council and that the Council is free to dispose of it. Some Council assets, which were purchased
initially, may subsequently have been included in a bulk lease financing arrangement and may not
be the Council’s to dispose of.

The market value of a property asset being disposed of must have been established and the
disposal has been approved by the Leadership Team. Where the item(s) are valued up to and
including the amount described at Appendix A it is the Service manager’s responsibility to ensure
that the best possible price is obtained, even if the asset is scrapped.

Competitive tenders are to be sought for any item of equipment valued at over the amount shown
at Appendix A and it shall be the responsibility of the Service manager to obtain the best possible
price, having regard to the likely disposal cost. Land or buildings should be valued by a qualified
valuer to ensure that these assets are sold at their market value and at arm’s length where
transactions take place between the General Fund and the Housing Revenue Account.
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The Service manager will be required to follow the tender process set out in Procurement (see
section 5) and any evidence and/or documentation relating to the transaction must be kept in
accordance with the document retention policy.

On acceptance of the highest offer, the purchaser must pay the Council and tender a Council official
receipt before the item is released.

Records must demonstrate that the income received for disposal of an asset has been properly
accounted for. Appropriate accounting entries are to be made to remove the value of the asset
from the Council’s records and to include the sale proceeds if applicable.

Any equipment register record relating to the vehicle or item of plant or equipment disposed is to
be endorsed with the date of disposal and the receipt number for the income received.

It is the responsibility of the Service Manager to notify the Corporate Manager for Financial Services
of any acquisition, or disposal of, assets within two weeks of the date of acquisition or disposal to
ensure that the asset register is updated in a timely manner.

All property sales up to £50,000 must be approved) by the Capital Strategy and Asset Management
Group (CSAG) (prior to the sale). This multi stage process, agreed by Members, is depicted below:
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DISPOSAL, ACCESS RIGHTS, EASEMENTS ETC — LAND AND PROPERTY

Customer Request* or Land identified by
MDDC as surplus to requirement

Section 1.01  *Inform of Administration
Fee (non-refundable), legal fees and
potential Valuation Fees payable to

A 4

y

investigate

ESTATES MANAGEMENT SERVICE

Get written confirmation that the

Legal Services

|

Initial Assessment of Asset

A

Establish Ownership

applicant will pay all fees

l

v

Not MDDC

Check conveyance for:
v'Planning Conditions
v'Restrictions

CONSULTATION PROCESS

Inform Applicant

v'Section 106
v'Covenants

v'Other impediments to sale
or granting access, etc.

v

Disposal < £10,000

Lease, licence,

Granting lease, licence,

Disposal >

Disposal > 0.25

ayleave, access, easement, access, hectares
Iez\tling, c\l'/1ange of use letting >7 years or £1O,OOO bUt (0.6 acres)
value <£10,000 (for change of use
term of the lease) >£10,000 less than 0.25
hectares
| | |
CSAG CSAG CSAG CSAG CSAG
Corporate Corporate Corporate Corporate Corporate

Manager as

Manager as

appropriate appropriate

Manager as
appropriate

Manager as
appropriate

Manager as
appropriate
Legal

|

Asset sale appraisal
report to Executive for
disposal

Section 1.03NO
Inform Consultees**

**Invoice applicant for
Fees payable regarding investigation and

Section 1.07

Legal Legal Legal Legal
Services Services Services Services
Financial Financial Financial Financial
Services Services Services Services
Ward Ward Ward Ward
| Section 1.02YES :/
" Inform Consultees b
v
Instruct Valuer**
Section 1.04
valuation (only for adhoc enquiries)
Section 1.05Market Inform Applicant
Site
\ 4
v Proceed » Section 1.06 >
Section 1.08 Consideration of NO
offers
l l Section 1.09 YES
Section 1.10 Section 1.12 \ 4
ffer rejected Offer accepted .| Delegated Decision report circulated in WIS
Section 1.11 Section 1.13 i
eappraise Proceed v
Instruct Legal & Monitor Completion

v

Set up invoicing arrangement including fees

v

Record data in property database
Inform CSAG and Portfolio-holder

v

Set up rent review, monitor expiration of
lease, licence, renewal fees, reviews
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13.0 The Capital Programme

13.1 Selection and Compilation of the Capital Programme
13.2 Capital Strategy Asset Group

13.3 Budgetary Control of the Capital Programme

13.4 The Prudential Code

13.5 Utilisation of Capital Receipts

13.0 The Capital Programme - Introduction

Capital expenditure differs from revenue expenditure in several ways, and falls into the following
general categories:

e the purchase or construction of an asset
e the enhancement of an asset
e grants for capital purposes.

Council assets include land, buildings, vehicles, plant and equipment. The Council makes grants
for capital purposes such as Private Sector Housing Grants (e.g. Disabled Facilities Grants & Empty
Homes Grants) which are classed as capital expenditure. Disabled Facilities grants are mandatory
whereas Empty Homes grants are not.

Capital expenditure is often of high value and the benefit is expected to be spread over a number

of years. Revenue expenditure refers to the annual running costs relating to the provision of a
service which may include revenue costs associated with the capital acquisition.

13.1 Selection and Compilation of Capital Programme

Why is this important?

Capital expenditure involves acquiring or enhancing fixed assets with a long-term value to the
Council, such as land, buildings, and major items of plant and equipment or vehicles. Capital assets

shape the way services are delivered and create financial commitments for the future in the form of
financing costs and ongoing revenue expenditure.
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The Government places controls on the financing capacity of the Council through the Prudential
Framework and Indicators. This means that capital expenditure should form part of an investment
strategy and should be carefully prioritised in order to maximise the benefit from scarce resources.

Risks:

e The Council could commit itself to capital projects for which no funding is available.

e Thefinal cost of a capital scheme could be considerably higher than that estimated at the outset.
e The Council may spend more on capital schemes than it is legally allowed to.

e The Council may choose a project at the expense of a project which has a better return or is
more in keeping with the Council’s corporate aims.

13.1.1 Capital Programme and New Schemes Fund Initiatives

Each year, the Deputy Chief Executive (S151) will prepare the Medium Term Financial Plan
(MTFP). This looks at the current year and the following four years in respect of the Capital and
Revenue Budgets. These budgets will comply with the Prudential Code.

Service Managers will prepare provisional estimates for each of their services for each of the next
four years of proposed expenditure on capital schemes, including any associated capital income.
Consideration will be given to any additional revenue base increases (e.g. Support & maintenance
increases for new ICT systems) or additional revenue income (e.g. additional leisure income for a
spend to save project. The Deputy Chief Executive (S151) will specify the form these estimates
should take and the timetable for their submission.

All capital proposals will be scrutinised by the Deputy Chief Executive (S151) and the Capital
Accountant. A project appraisal and a capital bid form, constituting the business case, must be
prepared for consideration by the Capital Strategy and Asset Management Group (CSAG).

The Leadership Team will consider the provisional capital programme as part of the MTFP. After
making any necessary amendments, the Deputy Chief Executive (S151) will submit to Cabinet the
fully funded Capital Programme in conjunction with the revenue budget (that will include any
revenue implications of projects included within the Capital programme). Both Capital & Revenue
Budgets will be ratified at Full Council where the final budgets will be agreed and the Council Tax
set.

13.2 Capital Strategy and Asset Group
The Deputy Chief Executive (S151) and Property Services shall co-ordinate the work of the Capital
Strategy Asset Management Group (CSAG) and shall report the Group’s recommendations to

Leadership Team and the Cabinet as appropriate.

The Capital Strategy and Asset Management Group shall comprise those officers who are
responsible for delivering schemes within the Capital Programme.
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The Capital Strategy and Asset Management Group are to meet at least quarterly to ensure that a
corporate view of the Capital Programme is taken in accordance with corporate objectives.

The responsibilities of the Capital Strategy and Asset Management Group are:
e To monitor the progress of schemes within the Capital Programme.
e To amend stage and completion timings, if necessary.

e To ensure the estimated and final cost of schemes are within approved Capital Programme
limits.

e To prepare reports for Leadership Team and the Cabinet as required.
e To evaluate scheme performance.
e To consider the sale of capital assets.

e To evaluate requests for purchase of capital assets.

13.3 Budgetary Control of the Capital Programme

Service Managers are to ensure that all capital transactions are carried out in accordance with
current legislation and Government guidelines. Capital works are only to be undertaken in
accordance with the approved Capital Programme of the Council. The definition of ‘capital’ will be
determined by the Deputy Chief Executive (S151) having regard to Government regulations
accounting requirements and de minimis levels £k referred to in Appendix A.

Credit arrangements, such as leasing, if required for a capital asset, are to be arranged through the
Deputy Chief Executive (S151).

Officers responsible for schemes where external grants are available are to ensure that those grants
are claimed in the correct manner and at the proper time and that no loss occurs to the Council.
Those officers will also be responsible for ensuring any conditions or restrictions associated with
the grants are adhered to.

The Deputy Chief Executive (S151) must be consulted on the funding or on any financial
implications arising from proposed capital transactions. The Cabinet must approve any additional
bid for capital funding or borrowing approval not anticipated in the Capital Programme as extra
borrowing may create further commitments to financing costs.

The officers responsible are to ensure that any overspending on a scheme is reported as part of
the budget monitoring cycle and that appropriate management action is agreed.

The Deputy Chief Executive (S151) shall be responsible for reporting to the Council on financial
matters associated with the Capital Programme. The Capital programme monitoring sits alongside
the Revenue Monitoring and is included as an appendix to the report. The report shall state, among
other things:

96



e The method of funding capital expenditure during the previous financial year.
e The actual capital expenditure during the previous financial year.
e Any contributions received from outside bodies.

13.4 The Prudential Code - Impact on financing of capital projects

The Prudential Code, developed by CIPFA applies to all Local Authorities. Local authorities are
required by legislation to have regard to the Prudential Code when carrying out their duties in
England and Wales under Part 1 of the Local Government Act 2003.

The objectives of the Prudential Code are to ensure, within a clear framework, that the capital
investment plans of local authorities are affordable, prudent and sustainable.

The Prudential Code requires that the capital programme can only be financed by one or more of
the following means:

e By using capital receipts generated by the sale of capital assets such as land and buildings.

e By making a revenue contribution to capital (RCCO) which is a real charge to the General Fund
or Housing Revenue account.

e By using capital grants unapplied where any conditions associated with the grant have or will be
met in full.

If monies are borrowed from an external financial institution the Council still has to meet its capital
financing obligation as shown above at 13.4.3. If this cannot be met in full in the first year then this
creates a Capital Financing Requirement (CFR). The Authority must make a Minimum Revenue
Provision, which is a real revenue charge, similar to a revenue contribution to capital (RCCO),
against any CFR that it has at 31 March each year.

13.5 Utilisation of Capital Receipts
Capital receipts, above the de minimis shown at Appendix A, derived from the sale of land and

buildings can only be used to finance capital expenditure, unless there is dispensation from Central
Government under a bespoke directive
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14.0 Banking and Treasury Management

14.1 Banking arrangements

14.2 Treasury management policy
14.3 Investments

14.4 Loans

14.5 Loans to external bodies (including soft loans)

14.1 Banking Arrangements

Why is this important?

All the Council’'s income and expenditure is directed via its bank. Every day many transactions take
place between the Council, its customers and the Council’s bankers. Bank accounts, therefore, are
a high risk in terms of their exposure to fraud or error. As a result tight control over setting them up,
maintaining them and dealing with the transactions that flow through them is required.

Risks:

Bank accounts could be opened in the name of the Council with the aim of perpetrating a fraud.

e Unauthorised persons could gain access to a Council bank account and carry out fraudulent
transactions.

e Banking instruments, e.g. cheques, money orders etc. could be stolen and used to steal money
from the Council’s bank account.

e Fraud or error could go undetected or the investigation could be seriously delayed if bank
reconciliations did not take place or were late.

¢ The Council would be heavily criticised by the external auditors if the bank reconciliations were
not up to date and accurate.
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Regulations:

Only the Deputy Chief Executive (S151) together with a member of Finance may close, open or
amend the conditions relating to the operation of the Council’s bank accounts. All bank accounts
are to be in the name of Mid Devon District Council.

All cheques shall be ordered only on the authority of the Deputy Chief Executive (S151), who shall
ensure that secure arrangements are made for their safe custody.

Cheques and payment forms of authorisation, drawn on the Council’s banking accounts, shall bear
signatories in accordance with Appendix A.

Both the Chief Executive and the Deputy Chief Executive (S151), acting jointly or independently
shall have the authority to cancel the signature authorisation of any officer if they or either of them
considers such action necessary or desirable; in which event the officer effecting the cancellation
shall notify the Council’'s Bankers without delay.

Crossed cheques shall only be opened with the express approval and countersignature of the
Deputy Chief Executive (S151) or an authorised cheque signatory.

The Deputy Chief Executive (S151) shall ensure, as far as practical, the separation of staff duties
so that the following tasks are the responsibility of separate officers:

the checking and approval of creditors’ invoices, benefits, salaries and wages
the control of cheques

the preparation of cheques

the signature or alteration of cheques

the despatch of cheques

the entries in cash accounts

the reconciliation of bank balance

The Deputy Chief Executive (S151) shall nominate officers responsible for reconciling all bank
accounts in the name of the Council with the relevant accounting records.

A detailed reconciliation statement is to be prepared, as soon as practicable, following the end of
each month and is to be presented to the Deputy Chief Executive (S151).

The statement is to be signed jointly by the Deputy Chief Executive (S151) and the officer
responsible for its preparation.

Any discrepancy above the de minimus limits in Appendix A arising at the time of reconciling the
accounts and records will be made known to the Deputy Chief Executive (S151) and Internal Audit
and any such discrepancy clearly stated on the reconciliation statement.

14.1.1 Bank Transactions and Instructions to our Bankers

Cheque and electronic bank transfer payments must only be made by authorised individuals

registered with our bankers. The Deputy Chief Executive (S151) will register appropriate individuals
to ensure business continuity.
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Electronic bank transfers must involve a minimum of two staff with authorisation procedures and
records approved by the Deputy Chief Executive (S151).

Only authorised staff may communicate with the Council’s bankers.

14.2 Treasury Management Policy

Why is this important?

The Council often invests considerable sums of taxpayer's money so as to make an acceptable
return on the investment, which in turn is used to help finance Council services and projects.
Investment is not without risk. It is the Council’s duty to ensure that such risk is minimised through
prudent management of its investments in accordance with legislation and recognised standards.

Risks:

e Money invested by the Council could be lost giving rise to the Council facing serious financial
difficulty.

e The Council could face prosecution and a critical external audit report for failing to comply with
legislation and accepted standards.

e Council funds could be misused by a member of staff for their own ends.

¢ Investment returns may fall short of expectation.

Regulations:

The Deputy Chief Executive (S151) shall be responsible for the investment of Council funds in
accordance with the Local Government Act 2003, the CIPFA Code of Practice on Treasury
Management and the Treasury Management Strategy approved by the Cabinet, annually.

14.2.1 Statutory Requirements:

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

14.2.2 CIPFA Requirements:

The primary requirements of the Code are as follows:

e Creation and Maintenance of a Treasury Management Policy Statement which sets out the
policies and objectives of the Council’s treasury management activities.

¢ Creation and maintenance of Treasury Management Practices which set out the manner in
which the Council will seek to achieve those policies and objectives.
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e The Full Council receive an annual Treasury Management Strategy Statement (including the
Annual Investment Strategy and Minimum Revenue Provision Policy) for the year ahead, a Mid-
year Review Report and an Annual Treasury Report (outturn report) covering activities during
the previous year.

e Delegation by the Council of responsibilities for implementing and monitoring treasury
management policies and practices and for the execution and administration of treasury
management decisions. In our case this is the S151 Officer.

e Delegation by the Council of the role of scrutiny of treasury management strategy and policies
to a specified named body. For this Council the delegated body is the Cabinet.

The S151 Officer is responsible for the administration of the financial affairs of the Council.
Implementing this strategy and the CIPFA Code of Practice on Treasury Management manages the
risk associated with the Council’s treasury management activity.

14.3 Investments

The Council compiles its cashflow forecast for a one year period. This is done on the basis that
most large items of expenditure and income are known in terms of value and date of
payment/receipt. Finance should be notified immediately of any significant items of new
expenditure, over £50,000, as this may impact on investment decisions for the future or, more
seriously, cash flow constraints.

Investment decisions are made based upon the cash flow position on that day and the future
requirements on the cash flow of the Council. This is done under the remit of the approved Treasury
Strategy.

The Deputy Chief Executive (S151) shall arrange for the investment of excess funds based upon
the counterparty criteria relevant at that time. This can be found on the most recent Treasury
Strategy. From the pool of eligible banks or building societies the officer will call to obtain the best
rate of interest on that particular day, and proceed on this basis.

All Council bank accounts have a mandate signed, typically by two senior officers of the Finance
service which are filed with all relevant banking documentation.

When any investment is made, a journal is signed by the officer who authorised the payment to be
made. This is then processed on E-financials to record the investment has been made.

Repayment of an investment is known in advance and is paid, typically by Clearing House
Automated Payment Scheme (CHAPS), by the borrower on the due date. The cashflow
spreadsheet is used as the source document to notify when funds are due back to the Council.

The investment policy is reviewed twice yearly: when both the Annual Strategy and the Half Year
Investment Report are compiled.

In the event of a borrower default, the Accountant dealing with Treasury would notify the Section
151 Officer, Cabinet Member for Finance, Leader of the Council and Chief Executive. This would
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then be communicated to the Leadership Team and the Cabinet. The Accountant would liaise daily
with the S151 Officer on any developments and actions to recover the monies due.

Allinvestment transactions shall be in the name of the Council. All securities, which are the property
of the Council, are held in the custody of the Deputy Chief Executive (S151).

Monies invested will be paid to recipients by way of CHAPS (Clearing House Automated Payments
System). Manual CHAPS payments must be checked and signed by two authorised signatories.
CHAPS payments using the Payment Manager System are set up by one card holder and
authorised by a second card holder.

Interest Allocation: Interest accrued on invested funds is allocated between the General Fund and
the Housing Revenue Account based on average balances held each year.

14.4 Loans
Why is this important?

The Council may have a need to borrow considerable sums of money so as to help finance Council
services and projects. Borrowing is not without risk. It is the Council’s duty to ensure that such risk
iIs minimised through prudent management of its borrowing in accordance with legislation and
recognised standards.

Risks:

e Money could be borrowed by the Council at less than advantageous interest rates and thereby
incurring higher than necessary cost.

e The Council could fail to repay money borrowed on time thereby having penalties invoked
against it.

e The Council could receive a critical external audit report for failing to comply with legislation and
accepted standards.

e Loans could be taken out in the Council’s name by a member of staff for their own ends.

Regulations:

The Deputy Chief Executive (S151) shall be responsible for the administration and day to day
operation of the Council’s borrowing requirements and in so doing comply with the CIPFA Code of
Practice on Treasury Management.

The Deputy Chief Executive (S151) shall ensure that money required by the Council is borrowed at
the most advantageous rates and terms possible. All legal agreements are to be reviewed by the
Legal Department before being signed and the Council becoming bound by their terms. All
borrowings shall be in the name of the Council.

The Deputy Chief Executive (S151) shall be the Council’s registrar of mortgages and shall maintain
records of all monies borrowed by the Council.
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Under the criteria of the Prudential Code the Deputy Chief Executive (S151) is to prepare a report
prior to the commencement of each financial year for the Council to consider and then set the
borrowing limits for the ensuing year.

The Council’s Aggregate Credit Limit is to be monitored and at no time are the Council’s borrowings
to exceed the limit.

The Deputy Chief Executive (S151) shall report to the Cabinet at regular intervals on treasury
management activities for the previous period.

Monies may be repaid by way of CHAPS (Clearing House Automated Payments System). Manual
CHAPS payments must be checked and signed by two authorised signatories. CHAPS payments
using the Payment Manager System are set up by one card holder and authorised by a second
card holder.

Internal borrowing within the Authority, which will relate to the General Fund and Housing Revenue
Account will be done via a service level agreement arranged by the respective Corporate Managers
and Directors and Cabinet Members. The rate of borrowing agreed will be benchmarked against a
publicly available rate such as the Public Works Loan Board (PWLB) or Bank of England Base Rate.

14.5 Loans to External Bodies (Including Soft loans)

Mid Devon District Council has the power to provide businesses or social organisations with soft
loans.

14.5.1 Definition:

A soft loan is one with no interest or below-market rate of interest.

Lenient terms such as extended grace periods in which only interest or service charges are due,
and interest holidays may be present. Typically they offer longer amortisation schedules and lower
interest rates than conventional bank loans.

Risks:

e Reduced returns on available cash reserves
e Borrower default

Regulations:

Each request must be subject to a robust Business Case and will be reviewed on merit and any
loan agreement requires Deputy Chief Executive (S151) and Cabinet/Council approval subject to
the limits shown in Appendix A, paragraph A. Once approved, the drawdown of such loans can be

phased.

In order to be eligible, the borrowing business or social organisation, shall be resident within the
Mid Devon District Council boundary.

Any interest premium applied will be benchmarked against an available market rate.
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The Council’s security requirements will vary depending on the nature of the business, the loan
value and the duration of the loan.

The Council must be mindful of the restrictions of State Aid when considering offering loans.
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15.0 Insurance

15.1 Insurance
15.2 Notification of New Risks

15.3 Incident Reporting and Claims Handling

15.1 Insurance
Why is this important?

The delivery of Council services is not without inherent risk of death, injury or financial loss to staff,
Members, third parties or the Council itself. The Council must make a careful assessment of these
risks and how they should be covered. Some will be insurable and a balanced view will need to be
taken as to what risks will be insured and those other risks which will be carried by the Council,
through maintenance of earmarked funding or otherwise.

Risks:

e The Council may not be adequately insured and be unable to meet some claims made against
it.

e The Council may be over insured.

e The Council may be paying too much for its insurance cover.

The Council has an internal team to manage its insurance-related responsibilities, and to help avoid
disruption to Council services and finances. The Council's Insurance team:

provides a claims management service

arranges and negotiates appropriate insurance cover for the Council

investigates potential and actual claims against the Council

collates necessary supporting evidence

submits claims on behalf of the Council

provides control of all claims against the Council's insurance policies

manages insurable risks to minimise potential losses and reduce disturbance to Council services
advises on the level of claims and insurable risks
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Regulations:
All insurance cover shall be reviewed at least annually by The Deputy Chief Executive (S151) and
where new risks are identified due consideration in terms of cost and scope of cover will be made
immediately.

15.1.1 Scope and Types of Risk

The Deputy Chief Executive (S151) is responsible for arranging all insurance cover subject to the
approval of the Legal Services Manager on the form of policy.

15.1.2 Types of Cover

Public Liability: This insurance covers injury or death to any person on or around the Council’s
property and damage to Third Party material property.

Land & Buildings: This safeguards the Authority’s properties.

Equipment: This covers specified equipment.

Motor: This provides cover for all of the Council’s vehicles including plant.

Engineering Insurance: Insurance relating to the Council’s plant, machinery and equipment.
Employers Liability: Protects the Council against legal liability to pay damages and legal costs
arising from Employees suffering bodily injury, iliness or disease and including death in the course
of employment.

Fidelity Guarantee Insurance: All appropriate employees of the Council will be included in a
suitable fidelity guarantee insurance policy to safeguard the Authority against losses caused by
dishonesty of employees.

15.2 Notification of New Risks

Service Managers shall promptly notify the Deputy Chief Executive (S151) of the extent and nature
of all new risks to be insured and of any alteration affecting insurable risk within their department.
Details must be e-mailed to insurance@middevon.gov.uk.

Service Managers will consult with the Deputy Chief Executive (S151) in respect of the terms of any
indemnity, which the Council is requested to give when entering into a contract with a Third Party.
The Deputy Chief Executive (S151) will consult the Council’s insurer if appropriate.

When any additions are made to the Corporate Risk Register consideration needs to be given to

any insurance implications regarding the new risk. Details must be e-mailed to
insurance@middevon.gov.uk .
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15.3 Incident Reporting & Claims Handling

Service Managers will notify the Deputy Chief Executive (S151) immediately of any loss, liability,
damage or any event which seems likely to lead to a claim. The appropriate claim form shall be
completed and submitted to the Insurance Section within seven days via e-mail
insurance@middevon.gov.uk or Post. Any necessary supporting evidence must be submitted
within two weeks of incident date.

Motor Claim Form FINS8O1
Public Liability Claim Form FIN802
Property/Theft Claim Form FIN803

Employers Liability Claim Form FIN804

Clear guidance is given on the forms; additional help is available via e-mail from:
insurance@middevon.gov.uk

Service Managers, staff and Members must ensure that they do not accept liability or make any
offer to pay compensation, which may prejudice the conduct and outcome of any insurance claim.

The Deputy Chief Executive (S151) must be informed and the appropriate claim form completed,
where damage is caused to Council property, plant or vehicles, by fire or other insured risk, before
work or repairs, other than emergency works, shall be undertaken and necessary authority has
been given by the Council’s insurers.

The Insurance Section will negotiate all claims in consultation with the Insurers and Service
Managers.

Policy premiums and any excess required to be paid in the claims process will be charged to
relevant service expenditure codes.

15.3.1 Other
Contractors or agents acting for the Council must have insurance arrangements which adequately
indemnify the Council against any third party claim. It is the Service Manager’s responsibility to

require this of contractors at quotation stage and to have details of the relevant insurance
documents.

107


mailto:insurance@middevon.gov.uk
file:///C:/Users/cyandle/AppData/Local/shared/Accounts/Financial%20Regulations%20Review/REVISED%20FINANCIAL%20REGS/NEW%20REVISED%20FIN%20REGS/FINANCIAL%20FORMS%20(No.%20on%20bottom%20left)/FIN801%20Motor%20Claim%20Form.xls
file://///mddcsan/http:/mddcsp10/finance/Shared%20Documents/Forms/AllItems.aspx%3fRootFolder=/finance/Shared%20Documents/Financial%20Regulation%20forms&FolderCTID=0x0120003631CCC85601D544B79BF60E1641091E&View=%7b9B775E04-2320-4C72-BE94-F2C19CE5B1BA%7d
file:///C:/Users/cyandle/AppData/Local/shared/Accounts/Financial%20Regulations%20Review/REVISED%20FINANCIAL%20REGS/NEW%20REVISED%20FIN%20REGS/FINANCIAL%20FORMS%20(No.%20on%20bottom%20left)/FIN802%20Public%20Liability%20Claim%20Form.xls
http://mddcsp10/finance/Shared%20Documents/Forms/AllItems.aspx?RootFolder=%2Ffinance%2FShared%20Documents%2FFinancial%20Regulation%20forms&FolderCTID=0x0120003631CCC85601D544B79BF60E1641091E&View=%7b9B775E04-2320-4C72-BE94-F2C19CE5B1BA%7d
file:///C:/Users/cyandle/AppData/Local/shared/Accounts/Financial%20Regulations%20Review/REVISED%20FINANCIAL%20REGS/NEW%20REVISED%20FIN%20REGS/FINANCIAL%20FORMS%20(No.%20on%20bottom%20left)/FIN803%20Property%20(non%20motor)%20Claim%20Form.xls
http://mddcsp10/finance/Shared%20Documents/Forms/AllItems.aspx?RootFolder=%2Ffinance%2FShared%20Documents%2FFinancial%20Regulation%20forms&FolderCTID=0x0120003631CCC85601D544B79BF60E1641091E&View=%7b9B775E04-2320-4C72-BE94-F2C19CE5B1BA%7d
file:///C:/Users/cyandle/AppData/Local/shared/Accounts/Financial%20Regulations%20Review/REVISED%20FINANCIAL%20REGS/NEW%20REVISED%20FIN%20REGS/FINANCIAL%20FORMS%20(No.%20on%20bottom%20left)/FIN804%20Employers%20Liability%20Claim%20Form.xls
http://mddcsp10/finance/Shared%20Documents/Forms/AllItems.aspx?RootFolder=%2Ffinance%2FShared%20Documents%2FFinancial%20Regulation%20forms&FolderCTID=0x0120003631CCC85601D544B79BF60E1641091E&View=%7b9B775E04-2320-4C72-BE94-F2C19CE5B1BA%7d
mailto:insurance@middevon.gov.uk

16.0 Postage

16.1 Postage

16.1 Postage
Why is this important?

Postage stamps, prepaid envelopes and balances held within franking machines are vulnerable to
theft or loss.

Risks:

e Stamps could be lost or stolen.
e Franking machine balances could be misused.
e Prepaid envelopes could be lost or stolen.

Regulations:

Officers responsible for postal franking machines will certify the balance of impressions held in the
machine at the 31 March each year. The certificate is to be forwarded to Finance without delay.

Where more than one service use the same franking machine, a record of each services usage
must be maintained.

Franking machines, stamps and pre-paid envelopes are only to be used for mail sent in connection
with the Council’s business. Use for any private mail is not permitted and will lead to disciplinary
proceedings.

All services are allocated a number for their post by Customer Services, which is input into the

franking machine when the post is franked. Readings from the franking machine allocate postage
costs to each service area which will then be charged to the service as part of the year end recharge.
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17.0 Financial Statements and Reports

17.1 The Annual Statement of Accounts
17.2 Accounting policies

17.3 Reports containing financial information

17.1 The Annual Statement of Accounts

The Deputy Chief Executive (S151) is responsible for ensuring that the annual financial statements
are prepared in accordance with the Code of Practice on Local Authority Accounting in the United
Kingdom and other legal and regulatory requirements for approval by the Audit Committee. This
ensures that the statement of accounts present a true and fair position of the Council at the year
end and also provides detail of the expenditure and income for that year.

Finance will issue a detailed timetable to Service Managers annually to ensure that all relevant
information is collected in a timely manner and that the statutory deadline is achieved.

The accounts are subject to external audit, the objective of which is to provide assurance that the
accounts have been prepared correctly, that proper accounting practices have been followed and
that arrangements have been made for securing economy, efficiency and effectiveness in the use
of the Authority’s resources.

The Audit Committee is responsible for approving the annual statement of accounts, which must be
signed by the s151 Officer by 1 May following the end of the financial year. The Approval by the
Audit Committee and publication of the Statement of Accounts with the audit opinion must be
completed by 31 July.

17.2 Accounting Policies

Why is this important?

The Accounting policies underpin the preparation of the statement of accounts and must be
consistent with the basic accounting concepts of materiality, going concern, matching, consistency,
prudence and substance over form.

17.2.1 Key controls

The key controls for the satisfactory completion of the statement of accounts are that:
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e Suitable accounting policies are determined, communicated and their consistent application
monitored.

e A reasonable and prudent policy is created to ensure a consistent approach to all instances
where estimates are made and that these are documented.

e Statutory and other professional requirements are observed.
e All reasonable steps are taken for the prevention and detection of fraud and other irregularities.

e The draft statement is available for examination and report by the external auditors in
accordance with the previously agreed timetable.

Regulations:

17.2.2 Responsibilities of Deputy Chief Executive (S151)

The Deputy Chief Executive (S151) is responsible for selecting appropriate accounting policies,
ensuring that they are applied consistently and that they are fully disclosed in the financial
statements.

17.2.3 Responsibilities of Service Managers

Service Managers are to adhere to the accounting policies and guidelines approved by the Deputy
Chief Executive (S151) throughout the financial year and to submit to Finance any information
considered necessary for accounting and costing purposes in accordance with the yearend
timetable.

17.2.3 Internal and External Reports containing Financial Information

Why is this important?

The Council’s reputation could be damaged if erroneous or misleading information is published.
Poor or ill-advised decisions could be made on incorrect data published within a report.

17.2.4 Key controls
All reports should be reviewed by Finance and where appropriate, Internal Audit to safeguard the

integrity of the presented data. Where amendments are required these must be made by officers
before the report is published.
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18.0 Risk Management and Governance

18.1 Prevention of fraud and corruption

18.2 Risk management and corporate governance
18.3 Internal audit

18.4 External audit

18.5 Financial irregularities

18.6 Money laundering

18.1 Prevention of Fraud and Corruption

18.1.1 Corporate Fraud

Why is this important?

The Council will not tolerate fraud and corruption whether externally or internally. It is determined
that the culture and tone of the organisation is one of honesty and total opposition to fraud and

corruption.

The Council has an established Code of Conduct for all Council Officers and Members. The Council
has robust policies relating to Fraud, Corruption and Whistle-blowing.

The Council requires its contractors, suppliers, partners and other service providers to adhere to
the Council’s policies and procedures, which uphold the Council’s high standards.

The National Fraud Initiative is actively supported and a range of measures is in place to identify
and successfully prosecute anyone claiming Housing and/or Council Tax Benefit fraudulently.

Risks:

e The Council may suffer financially through fraudulent or corrupt practices and failure to maintain
high standards of conduct.
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e Genuine claimants may be refused.

e The confidence of the public in the Council may be undermined as a result or discovery of fraud
or corruption involving Council staff, Members or its partners and contractors.

e The Council’s reputation may suffer.

e Staff may be prevented from raising their concerns through ‘whistleblowing’ procedures under
the Public Interest Disclosure Act 1998 and the Council may leave itself open to payment of
compensation, (with no upper limit).

Regulations:

The Operations Manager for Performance, Governance and Health and Safety is responsible for
maintaining the Council’s:

¢ Anti-fraud and Corruption Policy
e Whistleblowing Policy
e Anti-Money Laundering Policy

18.1.2 Benefit Fraud

As part of the National Fraud Initiative, the Council undertakes biennial data matching for Housing
and Council Tax Benefit.

18.1.2 Where evidence of fraud is found the information will be passed to the DWP for further
investigation.

18.1.3 Awareness

All service managers will ensure that all officers (including any new employees) within their service
areas have access to, and regularly refresh their knowledge of:

The Officers’ Code of Conduct

The Council’'s Anti-Money Laundering Policy
The Council’'s Anti-Fraud and Corruption Policy
The Council’'s Whistleblowing Policy.

All Service Managers will ensure that any contractors, or any other parties, working on behalf of the
Council, within their service areas have access to, and regularly refresh their knowledge of, the
Councils Whistleblowing Policy.

The Monitoring Officer will ensure that all Members have access to, and regularly refresh their
knowledge of, the Members Code of Conduct.

All Officers and Members must ensure that they provide the Monitoring Officer with returns relating

to the declaration of any personal interests and offers of gifts or hospitality (whether accepted or
not).
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18.2 Risk Management, Internal Control and Corporate Governance

Why is this Important?

Risk is identified as something that might have a detrimental impact on the Council’s objectives or
affect service delivery. The Council, therefore, has a duty to ensure that risks are properly identified,
managed and controlled.

The objectives and many of the Council’s services and activities are not without inherent risks
including those of risk of death, injury or financial loss to staff, members of the public or external
organisations.

Risk can be mitigated by:

Transferring the risk to a third party, e.g. through insurance

Implementing additional controls to those that exist to minimise the likelihood of the risk
occurring or minimising its potential impact (e.g. through regular inspection and continuous
monitoring of identified key risk areas).

Establishing and regularly testing business continuity and disaster recovery procedures to deal
with the consequences of events and minimise potential disruption.

Training of officers and staff in key risk areas.

The key controls for risk management are:

Leadership Team leading and directing risk management at highest level.
Establishing clear roles, responsibilities and reporting lines within the Council for managing risk.

Incorporating risk management considerations/ systematic benchmarking and a performance
management system.

Maintaining documented procedures for the control of risk, the provision of suitable information,
training and supervision.

Maintaining an appropriate incident reporting, recording and investigation procedure to prevent
recurrence.

Allocating resources to identified priority risk areas.
Training to reinforce the importance of effective risk management as part of the
everyday work of employees.

Maintaining effective communication and the active involvement of every
member and employee of the Council.

Including risk management as an agenda item at meetings as appropriate.
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e Providing opportunities for shared learning on risk management across the Council.

e Preparing contingency plans in areas where there is potential for an occurrence having a
catastrophic effect on the Council and its business capability.

Internal controls are one of the tools used to manage the Council’s risks, and ensure that it meets
its strategic objectives and statutory obligations. The Accounts and Audit Regulations 2015 impose
an explicit duty on the Council to ensure it has a sound system of internal control including the
publication of an Annual Governance Statement.

The system of internal controls is established in order to provide measurable achievement of:

Efficient and effective operations

Reliable financial information and reporting
Compliance with legislation and regulations
Risk management

Security of assets.

Risks:
e The opportunity for fraud, loss, extravagance, waste or reputational damage is increased.
e The Council could be in contravention of legislation.

e Incorrect political and managerial decisions could be made because of the absence of
consideration of risk.

Regulations:

The Operations Manager for Performance, Governance and Health and Safety is responsible for
producing, reviewing and updating the Council’s Risk Management Strategy to be approved by the
Audit Committee annually.

It is the responsibility of the service managers to ensure that the risks affecting their service areas
are identified on a continuing basis, and documented in a risk register along with the controls for
mitigating those risks.

Service Managers are responsible for ensuring that any actions that have been agreed to put
controls in place to mitigate risks are completed in the agreed timescale.

The centralised risk register will be held electronically on the SPAR.net system, and will be reviewed
regularly. Service managers, or their nominated representatives, will ensure that risks relating to
their service area are reviewed and updated using the SPAR.net system.

Service Managers are to ensure that all staff in their service area have a clear understanding of the

risks affecting the Council and their service area and the consequences of not controlling those
risks.
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The Leadership Team will act as the Council’'s Corporate Risk Management Group in order to
review those risks likely to have an impact on the achievement of the Council's objectives.

18.2.1 Internal Control

Internal Audit will be responsible for conducting an annual review of the effectiveness of the
Council’s internal control environment, the results of which will be included in the Annual
Governance Statement.

The Operations Manager for Performance, Governance and Health and Safety will produce an
Annual Governance Statement in accordance with current CIPFA guidance, which is to be reviewed
and approved by the Audit Committee and signed off by the Leader of the Council and Chief
Executive, and published with the statement of accounts.

An action plan will be produced as part of the Annual Governance Statement, covering areas of
exception. Service managers are responsible for ensuring that any recommendations relating to
their service area are implemented by the agreed timescale.

Service Managers are to manage service processes to ensure that established controls are being
adhered to, and to evaluate their effectiveness, in order to be confident in the proper use of
resources, achievement of objectives and management of risks.

18.2.2 Corporate Governance

The Council is responsible for approving the Council’'s Code of Corporate Governance following
consideration by the Audit Committee.

The principle of the Code will be openness, integrity and accountability and will cover the areas
required by the CIPFA delivering good governance local government framework which includes:

e Behaving with integrity, demonstrating strong commitment to ethical values, and respecting the
rule of law.

e Ensuring openness and comprehensive stakeholder engagement.
e Defining outcomes in terms of sustainable economic, social and environmental benefits.
e Determining the interventions necessary to optimise the achievement of the intended outcomes.

e Developing the entity’s capacity, including the capability of its leadership
e and the individuals within it.

e Managing risks and performance through robust internal control and strong public financial
management.

e Implementing good practices in transparency, reporting and audit to deliver effective
accountability.

Direct responsibility for the monitoring of compliance with the principles and elements of corporate
governance and the requirements of the Code are placed with the Council’s Operations Manager
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for Performance, Governance and Health and Safety (with the exception of the application of these
Regulations, which are the responsibility of the Deputy Chief Executive (S151)).

18.3 Internal Audit
Why is this important?

The Accounting and Audit Regulations 2003 requires that the Council shall be responsible for
ensuring that financial management arrangements are adequate and effective and that the Council
has a sound system of internal control which facilitates the effective exercise of the Council’s
functions and which includes arrangements for the management of risk. The Council shall conduct
a review at least once a year of the effectiveness of its system of internal control and shall include
a statement on internal control to be published with the statement of accounts.

Internal Audit is an assurance function which provides an opinion to the Council. It objectively
examines, evaluates and reports on the adequacy of controls that affect the Council objectives. Its
contribution is to the proper economic efficient and effective use of Council’s resources on the
control environment comprising risk management, control and governance by evaluating its
effectiveness in achieving the Council’s objectives. Internal Audit objectively examines, evaluates
and reports on the adequacy of the internal control environment as a contribution to the proper,
economic, efficient and effective use of resources.

Risks:

e Changes in the delivery of services lead to internal financial control systems failing, thereby
increasing the possibility of fraud, loss, extravagance, waste or reputational damage to the
Council.

e The Council could face legal action for failing to maintain an adequate internal audit service.

e The absence of an internal review process increases the opportunity for fraud, corruption or lax
service delivery.

e Increased external audit costs may be incurred if the external auditor is not satisfied that the
Internal Audit service is adequate.

Regulations:

The Council shall make provision for Internal Audit in accordance with the CIPFA Code of Practice
for Internal Audit in Local Government in the United Kingdom 2006. The Accounts and Audit
Regulations 2015 state that a relevant body must ‘maintain an adequate and effective system of
internal audit of the Council’s accounting records, and of its system of internal control in accordance
with the proper internal audit practices’.

The Council has entered into a shared service arrangement with The Devon Audit partnership

(DAP), constituted under section 20 of the Local Government Act 2000, for the provision of Internal
Audit services.

116



The Internal Audit Manager, or representative from Internal Audit, shall, with full regard to the Data
Protection and Human Rights requirements, have authority to:

e Enter at all reasonable times on to any Council premises or land.

e Have access to all records, documents and correspondence (both manual and electronic)
relating to any transaction of the Council.

e Require and receive such information and explanations from any officer as are necessary
concerning any matter under investigation.

e Require any employee or agent of the Council to account for cash, stores or any other Council
property under their control.

e Access records belonging to third parties, such as contractors or partnerships, if required.

The Internal Audit Manager has direct access to the Chief Executive, Deputy Chief Executive
(S151), Leader and Chairman/Vice Chairman of the Cabinet and the Audit Committee.

The Internal Audit Manager shall produce an operational internal audit plan and also a three year
strategic audit plan, which will cover the full range of services provided by the Council. The core
financial systems of the Council will be audited on an annual basis and the remaining systems will
be audited on a rolling programme, according to the level of risk.

It shall be the responsibility of Internal Audit to review, appraise and report upon:
e The soundness, adequacy and application of internal financial controls.

e The extent to which the Council’s assets and interests are accounted for and are safeguarded
from losses of all kinds including:

o Fraud and other offences
o Waste, extravagance, inefficient administration, poor value for money or any other cause.

o The suitability, reliability and use of financial and other management information available
within the Council.

Service Managers (in consultation with their line manager) are to consider, and promptly respond
to agreed recommendations set out in Internal Audit reports and to ensure that any agreed actions
are carried out within the timescale agreed.

The Internal Audit Manager will report to the Audit Committee at each meeting. Reports will contain
details of Internal Audit activities and actions agreed on any high priority recommendations.

Internal Audit shall be informed of, and can act in a consultancy capacity to officers and others
acting on the Council’s behalf in respect of the creation, amendment or removal of systems of a
direct or indirect financial nature. This may incur an additional charge from the Internal Audit
provider, DAP.
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18.4 External Audit
Why is this important?

Each financial year the Council is subject to an external audit of statutory financial statements. The
external auditor has rights of access to all documents and information necessary for audit purposes.

In carrying out their duties the external auditor is required to comply with statutory requirements
governing them, and in particular the Local Audit and Accountability Act 2014, the Code of Audit
Practice, the Local Government Act 2010 and the Accounts and Audit Regulations 2015. The Code
of Audit Practice sets out the auditor’s objectives to review and report upon:

e The audited body’s financial statements and its Annual Governance Statement.
¢ Whether the audited body has made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources.

The Council’'s accounts are scrutinised by external auditors, who must be satisfied that the
statement of accounts ‘present true and fairly’ the financial position of the Council and its income
and expenditure for the year in question and complies with the statutory requirements as set out in
the current Code of Practice on Local Authority Accounting in the United Kingdom and the Service
Reporting Code of Practice (SERCOP).

Risk:

e The Council’'s accounts are not signed off by the external auditors or are signed off with a
qualifying comment to the effect that they fail to present fairly the financial position of the Council.

Regulations:

The Deputy Chief Executive (S151) will work with the external audit staff to ensure that there is
effective liaison between external and internal audit to optimise use of audit resources and that all
Members and Finance staff are advised of their roles and responsibilities in relation to external
audit. Service managers shall ensure that external auditors are given access (at reasonable times)
to premises, personnel, documents and assets which are considered necessary for the purposes
of their work.

Service Managers shall ensure that all records and systems are up to date and available for
inspection.

18.5 Financial Irregularities

All suspected frauds or irregularities involving cash, property or financial transactions of the Council
shall be notified immediately to the Internal Audit Manager, and the Deputy Chief Executive as
Section 151 Officer.

Where fraud or irregularity is suspected:

e The relevant service manager will take immediate action and all possible steps to prevent further
loss and to secure records against removal or alteration.
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e The Operations Manager for Performance, Governance and Health and Safety and/or the
Corporate Manager for People, Governance and Waste will initiate an immediate investigation
and the Deputy Chief Executive (S151) as S151 officer will be informed.

Where sufficient evidence exists that a criminal offence may have been committed, the Operations

Manager for Performance, Governance and Health and Safety, in consultation with the Chief

Executive, and Deputy Chief Executive (S151) (as Section 151 Officer), will inform the police to

further investigate and decide on possible future proceedings.

The relevant Service Manager with the Corporate Manager for People, Governance and Waste and

Development will instigate the Council’s disciplinary procedures where the outcome of an

investigation indicates misconduct, fraudulent or otherwise.

18.6 Money Laundering

18.6.1 What is money laundering?

Money Laundering can be defined as “the crime of moving money that has been obtained illegally
through banks and other businesses to make it appear that the money has been obtained legally”.

When the Council (or any of its employees or Members) is accepting or dealing with money or other
assets there is a risk that such money or assets could come from a criminal source. In the vast
majority of cases this is unlikely, but everyone should bear in mind that they could contravene the
law if they become aware of or suspect criminal activity and continue to be involved in the matter
without reporting their concerns.

18.6.2 Recognising money laundering

Possible indicators of money laundering may include:

e Cash based businesses which are more likely to add criminal funds to legitimate business
takings.

e Large cash receipts generally and always amounts over the equivalent of 15,000 Euros.
e A person who is reluctant to supply evidence of identity or address.

e Large overpayment of fees or money on account.

e Cancelled transactions without good reason, requiring a repayment.

e Requests to forward balances on to a third party.

e Information received about an individual which may reveal criminality or association with
criminality.

e The use of over-complicated financial systems or funds received from third parties.
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e A buyer’s or seller’s financial profile not “fitting” the transaction they are undertaking.
e Unexplained use of an out of area solicitor/agent in relation to a property transaction.

No payments over £5k shall be accepted without the formal consent of the Money Laundering
Reporting Officer. The Council’s nominated Money Reporting Officer is the Operations Manager for
Performance, Governance and Health and Safety.

This list is not exhaustive but gives examples of when employees should consider whether their
suspicions should be aroused and in such circumstances should suggest to the employee that they
should be asking themselves questions such as Would | expect this individual to have this amount
of cash?; why do they wish to pay in cash?; Why is this person offering to pay more than the going
rate for this item/service? etc.

18.6.3 Legislation relating to money laundering

Legislation concerning money laundering has broadened the definition of money laundering and
increased the range of activities caught by the statutory framework. The obligations impact on
areas of local authority business and require local authorities to establish internal procedures to
prevent the use of their services for money laundering.

There are several pieces of legislation relating to money laundering which include:

The Terrorism Act 2006

The Counter-Terrorism and Security Act 2015

The Proceeds of Crime Act 2002

Serious Organised Crime and Police Act 2005

Money Laundering Regulations 2017

Third European Union Money Laundering Directive 2005

18.6.4 Purpose and scope

The aim is to maintain the high standards of conduct which currently exist within the Council by
preventing criminal activity through money laundering.

The legislative requirements concerning anti-money laundering procedures are extensive and
complex. These regulations have been written so as to enable the Council to meet its’ legal
requirement in a way which is proportionate to the very low risk the Council faces.

These regulations apply to all employees (including agency staff and contractors) and elected
Members. All employees must be aware of their responsibilities and the consequences of
noncompliance. Service managers must ensure that all employees are aware of these regulations
during new employee induction. The Council’s Money Laundering Reporting Officer (MLRO) will
arrange suitable training of all staff and elected Members

An employee could potentially 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) — e.g. if they:

e Assist a money launderer
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o “Tip off” a person suspected to be involved in money laundering that they are suspected or that
they are the subject of police investigations

e Fail to report a suspicion of money laundering

e Acquire, use of or possess criminal property.

It is extremely important that all employees are familiar with their legal responsibilities. Employees
found guilty at trial of contravening the legislation may be faced with imprisonment, a fine or both.

Failure by an employee to comply with the procedures set out may lead to disciplinary action being
taken against them. Any disciplinary action will be dealt with in accordance with the Council’s
Disciplinary Procedure.

18.6.5 Reporting/disclosing information

If an employee/Member suspects money laundering or has any suspicions relating to any
transaction then they must report their suspicions to the Council’s Money Laundering Reporting
Officer (MLRO).

The employee/Member will need to supply as much information as possible to the MLRO about the
individual or company concerned i.e. name, address and their reasons for suspicion. If any other
employees/Members have been involved with the transaction the names of these persons should
also be passed to the MLRO.

Any disclosures must be reported using the Form to the Anti-Money Laundering Policy found on
SharePoint. Upon receiving the completed form the MLRO will consider all of the applicable
information in order to determine whether the grounds to suspect money laundering are valid. If
the MLRO determines that the information or matter should be disclosed it will be reported to the
UK Financial Intelligence Unit (UKFIU), the branch of the Serious Organised Crime Agency (SOCA)
that deals with money laundering.

Disclosures should be kept confidential and not discussed with colleagues. It is important to ensure
that the person(s) suspected of money laundering is not “tipped off” regarding the disclosures. Itis
an offence to prejudice an investigation by informing anyone of the disclosure or by tampering with
evidence. If found guilty there is a punishment of up to 5 years in prison available to courts on
indictment.

18.6.6 After disclosure
No transactions can be completed where it is believed that money laundering is involved until
clearance has been received from either the UKFIU or the SOCA, or seven days have elapsed

since the disclosure was made to them and no instructions have been received. Employees must
always check the position with the MLRO before taking any action.
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Glossary of Terms

Accounting Policies

Accounting policies define the process whereby
transactions and other events are reflected in financial
statements. For example, an accounting policy for a
particular type of expenditure may specify whether an
asset or a loss is to be recognised; the basis on which
it is to be measured; and where in the revenue account
or balance sheet it is to be presented. Accounting
policies do not include estimation techniques.

Accounts Payable

The ledger and process relating to the payment of trade
creditors and other payments.

Accounts Receivable

The ledger and process relating to the raising of sales
invoices and their collection.

Accrual

A sum included in the final accounts to cover income or
expenditure attributable to that year but for which
payment was not received/made during that year. Local
authorities only accrue for revenue expenditure; capital
expenditure is recorded on a receipts and payments
basis.

Appropriation

The transfer of ownership of land or buildings from one
service to another.

Asset

An asset is anything that is owed by the Council that
has a value.

Asset Management Plan
and Capital Strategy

A document that explains how the Council will maintain
its assets over the next few years and where it is
intending to spend money on new or improvements to
its existing assets.

Bad Debt

Money owed to the Council that is unlikely to be paid.

Balances

The total revenue reserves required to provide a
working balance during the financial year, for example
in periods when expenditure exceeds income.

Best Practice

The term used to describe the methods used by local
government to share procedures and practices in order
to learn and improve from each other.
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Best Value Arrangements to secure continuous improvement in the
way its functions are exercised having regard to a
combination of economy, efficiency and effectiveness.

Budget A statement of the Authority's plans for revenue and

capital expenditure and income over a specified period
of time. The forecast of net revenue and capital
expenditure over the accounting period.

Budgetary Control

The process of ensuring actual expenditure and income
does not exceed the budget available and taking
corrective action where variances are identified.

Budget Monitoring

The process of reviewing actual expenditure or income
against the sum allocated for the year enabling action
to be taken to reallocate budgets to or from other budget
lines in a timely manner where variances are found.

Budget Head

A specific area of activity where expenditure may be
incurred or income collected.

Capital Adjustment
Account

This records the timing difference between the costs of
fixed assets used and the capital financing set aside to
pay for them.

Capital Charges

This is a general term used for the notional charges
made to service revenue accounts for the use of fixed
assets. The term covers: Depreciation of buildings and
equipment, amortisation of intangible assets,
impairment charges and amortisation of REFFCUS
expenditure.

Capital Discharged

The amount of capital expenditure which has been paid
for out of revenue or other sources.

Capital Expenditure

Money spent to either acquire or improve an asset
owned by the Council which will be used over a period
of years or money awarded to a third party towards an
asset owned by them for example a grant to improve
their property. Includes the purchase of land, purchase
or cost of construction of buildings and the acquisition
of plant, equipment and vehicles.

Capital Outlay

Expenditure on the acquisition of significant fixed
assets which will be of use or benefit in providing
services beyond the year of account.
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Capital Programme

The Council's capital expenditure plans for the next few
years. The capital programme will show the anticipated
cost, usually on a scheme by scheme basis, and how it
intends to finance this.

Capital Receipts

Proceeds from the sale of assets and other receipts of
a capital nature.

Capital Receipts
Unapplied

Capital receipts not yet used for repayment of debt, or
to finance capital expenditure.

Capital Strategy Asset
Group (CSAG)

A working group of senior officers set up to oversee the
capital programme. The CSAG reviews new
expenditure plans before they are recommended for
inclusion onto the capital programme, and monitors
both the capital expenditure and the financing
resources on schemes in the capital programme
ensuring timely action is taken for any variances
identified.

Central Establishment
Charges

Salaries and associated expenses of central
departments together with the cost of maintaining
administrative buildings and other central services.

Commitments

A commitment arises when an order is raised to
purchase goods or services but the goods or services
have not yet been received.

CIPFA

The Chartered Institute of Public Finance and
Accountancy. This body is responsible for interpreting
accounting standards and recommending working
practices to be followed by all local authorities.

Collection Fund

A separate fund that records the income and
expenditure relating to council tax and non-domestic
rates.

Corporate Plan

A document outlining what the Council wants to achieve
and how it will get there. The Corporate Plan generally
covers a period of 3 years, but is reviewed and updated
on an annual basis.

Corporate Democratic
Core

Those activities which the local authority is engaged in
specifically because it is an elected multi-purpose
authority. This includes the costs of corporate policy
making, representing local interests, representatives
and duties arising from public accountability.
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Cost Centre

An individual reference used within the Council's
financial system to enable the allocation and monitoring
of expenditure and income in a meaningful way.

Creditors

Persons/businesses owed money by the Council.

Debtors

Persons owing monies to the Council.

Decision Maker

Refers to the Council, Policy Committee or any other
group to whom a function has been delegated in
accordance with the Council’s Constitution and shall
include a Corporate Manager exercising authorised
powers or a delegation under the Council.

Depreciation

The allocation of the cost of the useful economic life of
the Council’s fixed assets for the accounting period
through general wear and tear, consumption or
obsolescence.

Deferred Capital
Receipts

Deferred Capital Receipts are the amounts derived
from sales of assets which will be received in
instalments over agreed periods of time.

Earmarked Reserve

Money allocated for a specific purpose which will be
spent in a future year.

Emergency

An occurrence involving or likely to ‘involve danger to
life or health’ or ‘serious damage to property’ or
‘destruction of property’.

Fidelity Guarantee

Insurance against fraudulent losses.

Finance Lease

A lease whereby all the risks and rewards of ownership
of a fixed asset are with the lessee. In substance the
asset belongs to the lessee.

Financial Regulations

A written code of procedures approved by the authority,
intended to provide a framework for proper financial
management. Financial regulations set out rules on
accounting, audit, administrative procedures and
budgeting systems.

Financial Year

A Local Authority financial year runs from 1 April to 31
March.

Fixed Asset

An asset intended to be held for a period of more than
one year, such as a machine or building.
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Forecast

A prediction of spend for future months/years.

General Fund

The main revenue fund of the Council. Income from the
council tax precept and Government grants are paid
into the fund, from which the cost of providing services
are met.

Government Grants

Payments by Central Government towards local
authority expenditure. They are specific for a particular
service; and are receivable in respect of both revenue
and capital expenditure.

Grants

Income received by the Council to support the
undertaking of Council services or to support the capital
programme. Grants may have terms and conditions as
to use attached.

Housing Revenue
Account

Statutory ring-fenced account required to represent the
landlord/tenant obligations for the Council in relation to
managing and maintaining its housing stock in return for
rental income from tenants.

Impairment

A reduction in the value of a fixed asset to below its
carrying amount on the balance sheet due to damage,
obsolescence or a general decrease in market value.

Income & Expenditure
Account

The net cost for the year for services provided by the
Council for which it is responsible and showing how the
cost has been financed from precepts, grants and other
income.

Internal Control

The system of control devised by management to help
ensure the Council’'s objectives are achieved in a
manner which promotes economical, efficient and
effective use of resources and that the Council’s assets
and interests are safeguarded.

Internal Recharge

A charge made by one council department to another
for provision of a service.

Inventories (previously
Stock)

Iltems of raw materials, work in progress or finished
goods held at the financial year end normally valued at
the lower of cost or net realisable value.

Lease

An asset not owned by the Council but which the
Council has an agreement to use in providing its day to
day services in return for a regular cash payment.
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Liquid Resources

Cash and current asset investments that can be easily
converted to known amounts of cash without penalty, or
can be traded on the active market.

Long Term Borrowing

Amounts borrowed in excess of one year.

Long-Term Contract

A contract entered into for the design, manufacture or
construction of a single substantial asset, or the
provision of a service (or a combination of assets and
services which together constitute a single project),
where the project falls into more than one accounting
period.

Long Term Debtors

Sums of money due to the Authority originally repayable
within a period in excess of twelve months but where
payment is not due until future years.

MEAT Most economically advantageous tender.
Medium term Financial | A document outlining the Council’s spending plans and
Plan forecast resources over the next three years.

Money Laundering

The term used where an individual uses legal payment
routes to disguise income earned from illegal activities
or to avoid the payment of Government taxes. In terms
of the Council’s activities this could include the payment
of rents and council tax at the Council’'s payment
counters with large cash payments.

Monitoring Officer

The Council is required to designate an officer as its
monitoring officer. This officer is responsible for
promoting and maintaining high standards of overall
conduct, for reporting any actual or potential breaches
of the law, or instances of maladministration either to
the Council directly or via the Cabinet.

Net Book Value

The value of fixed assets included on the balance
sheet, being the historical cost or a current revaluation
less the cumulative amounts of depreciation.

Nominal Ledger

The nominal ledger is the main accounting record of the
Council. It is basically a library of financial transactions.

Non-distributed Costs

In the main these relate to costs which are not specific
to a service e.g. past service costs and settlements
relating to post-employment benefits.
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Operating Lease

A lease where the risks and rewards, and therefore the
ownership of the asset, remains with the lessor.

Outturn The actual income and expenditure for a financial year
disclosed by the final accounts.
Overspend This is where the actual net expenditure exceeds the

budget for the same period.

Performance Indicators

A set of local authority service performance indicators.

Petty Cash

A small amount of cash held by departments and
available to purchase minor items of expenditure such
as postage stamps.

Policy Framework

The collective term used to describe all the Council’s
agreed policies and strategies which identify what the
Council aims to do, how it plans to do this and what
resources it has available over a period of years.

Precept

The amount levied by one authority which is collected
by another. E.g. the County Council is the precepting
authority and the District Council is the collecting
authority.

Prepayment

An adjustment to a sum paid where the period covered
by an item of expenditure partly relates to a future
accounting period e.g. A single road fund tax payment
partly covering two financial years.

Provisions

An amount set aside by the authority to meet a known
item of expenditure but for which the actual timing and
amount of the payment is not known. The main
provisions relate to the Council’s various insurance
funds. Reserve Money set aside for future policy
initiatives.

Rateable Value

The annual assumed rental value of a property, to
which rate poundages are applied to arrive at rates
payable.

Revenue Expenditure
Funded from Capital
under Statute
(REFFCUS)

Expenditure which may properly be capitalised but
which does not result in assets owned by the Council.
These charges are amortised to revenue immediately
in the year of acquisition.
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Reserves

Funds set aside to meet future expenditure on specific
items or as a contingency against future losses.
Reserves. The accumulation of surpluses, deficits and
appropriations over past years. Reserves of a revenue
nature are available and can be spent or earmarked at
the discretion of the Council. Some capital reserves
such as the fixed asset restatement account cannot be
used to meet current expenditure.

Revaluation Reserve

This records net gains from revaluations made after 1
April 2007 not yet realised through sales.

Revenue Contributions
to Capital

This refers to the financing of capital expenditure
directly from revenue rather than from loans or other
sources.

Revenue Expenditure

Expenditure incurred by the Council on a day to day
basis in the provision of services to the public.

Revenue Support Grant

The general grant paid by government to local
authorities to enable all authorities to levy similar rate
levels for similar levels of service.

Risk Management

The planned and systematic approach to the

identification, evaluation and control of risk.

Section 151 Officer

Under section 151 of the Local Government Act 1972
each Council is required to have a nominated Officer
with responsibility to ensure the proper administration
of the Council’s financial affairs. At Mid Devon this role
is undertaken by the Deputy Chief Executive (S151).
This Officer must be a member of a professional
accountancy body.

Service Unit

A section of the Council responsible for the delivery of
a single service. As a quide, the budgets for service
areas are reported within the budget book.

Service Reporting Code
of Practice (SERCOP)

Produced by CIPFA and required to be followed by local
authorities. Preparing accounts in line with the
SERCOP ensures consistency and allows comparison
between authorities.

Statement of Accounts

Councils are required to produce an annual Statement
of Accounts which shows how the Council has spent its
money and what resources and reserves it has
available. The Statement of Accounts includes the
Council’s statutory income and expenditure account, its
balance sheet and a cash flow statement.
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Support Service The term used to describe those Council departments
or services that do not provide a service direct to the
public, but provide a back office function to support the
staff directly working with the public. Support services
include finance, IT, HR, legal, as well as property
services etc.

Treasury Management The term used to describe the Council’s management
of its cash, investments and borrowing requirements.

Underspend A favourable variance. Actual net expenditure including
any commitments is less than the budget set for the
same period.

Value Added Tax (VAT) Tax levied on goods and services.

Variation A variation is an increase or decrease in a budget after
the budget has been approved at the start of the year.

Virement A switch of budget resource between cost centres or
service units.

Definitions in respect of the Contract Procedure Regulations

“Approved List” means a list of contractors maintained by the Council, which is regularly reviewed
and admission to which is the outcome of a selection process which verifies the financial soundness
and technical competence of a contractor.

“Authorised Officer” means the officer who has delegated authority to exercise the relevant
function in accordance with the Council’s Scheme of Delegation within the Constitution.

“‘Best Endeavours” means that the officer has reasonably done all he/she can to ensure that the
best possible value for money has been obtained on behalf of the Council.

“‘Best Interest” means that the officer has reasonably done all he/she can to ensure that the
Council’s best interests are met.

“‘Best Value” means the Council’s duty under section 3 of the Local Government Act 1999 to make
arrangements to secure continuous improvement in the way its functions are exercised having
regard to a combination of economy, efficiency and effectiveness.

“Contract” means a contract for supplies, services or for the execution of any works which the
Council is procuring and also includes framework agreements.
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“Contractor” means any person on, or applying to be on an Approved List, Select List or European
List or whom is invited to tender, negotiate or submit a quotation, or to whom a Contract has been
awarded.

“Decision Maker” means the Council, Policy Committee or any other group to whom a function has
been delegated in accordance with the Council’s Constitution and shall include a Corporate
Manager exercising authorised powers or a delegation under the Council’

Economy — Doing less with fewer resources, i.e. making savings.
Efficiency — Doing the same as before, but with fewer resources (money, staff, and space).
Effectiveness — Doing more than before with the same resources but to the same standard.

“‘Estimated Total Cost” means the aggregate total cost of the supplies or services to be provided
or works to be performed under a contract (as distinct from the annual value) estimated prior to its
procurement.

‘European Directives” means the procurement directives of the European Union and any
regulations that implement them within the United Kingdom.

“‘European List” means a list of contractors compiled by another contracting authority including the
Office of Government Commerce, in accordance with European Directives admission to which is
the outcome of a selection process which verifies the financial soundness and technical
competence of a Contractor.

‘European Thresholds” means the threshold limits which the European Union have set for the
procurement of goods and services and works for public sector authorities.

‘Framework Agreements” are where there are multiple suppliers or multiple purchasing
organisations contracting under an umbrella set of terms and conditions and for a fixed price.

“MEAT” — Most Economic Advantageous Tender.
“Procurement” means the acquisition of goods, services and works in exchange for payment.

“Select List” means a list of Contractors prepared by the Council for a particular contract only and
admission to which is the outcome of a selection process which verifies the financial soundness
and technical competence of a contractor.

“Supplier” means an individual or business that provides goods, services or works in exchange for
payment.

“Value For Money” is the term used to assess whether or not the organisation has obtained the
maximum benefit from the goods and services it acquires within the resources available to it. It not
only measures the cost of goods and services, but also takes account of the mix of quality, cost,
resource use, fitness for purpose, timeliness and convenience to judge whether or not, when taken
together, they constitute good value. Achieving Value for Money may be described in terms of the
‘three E’s’ — economy, efficiency and effectiveness:
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Appendix A

SUMMARY OF FINANCIAL LIMITS APPEARING IN THE MDDC FINANCIAL REGULATIONS

The following tables summarise the financial limits quoted in these Regulations. When looking at a specific level where there are two
or more “X” the requirement is that authority needs to be made by ALL parties highlighted.

Financial Thresholds

A General Authorisation Limits — To exceed agreed budget for the financial year

Ref | Limit (£) Council | Cabinet | S151 Corporate | Manag
No Officer Manager er

Al | Upto £10,000k X
A2 | £16.0,001k to £100,00056k - X

A3 | £10058,:001k to £250,000k X

A4 | Over£250,001 to £500,000 X

A5 | Over £500,000k X

A1l Authorisation to Pay Invoices within budget, including relevant earmarked reserves

Ref No | Limit (£) S151 Corporate Manager
Officer Manager

Level 1 | Up to £50100k X

Level 2 | £50100k to £250k X

Level 3 * | Over £250k X

*Once approved by Cabinet a Corporate Manager can approve an individual order up to £5m
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B Bank Payment Limits

Ref | Limit (£) Manager | Comments
No
B1 | Upto £50k X One nominated signatory required
B2 | Over £50k XX Two nominated signatories required
C Budget Virements (Movement of Budget from one service area to another)*
Ref No | Limit (£) Council | Cabinet | S151 Corporate Manager
Officer Manager
Cla Up to £10,000 X
Clb £10,001 to £10058,000 - X X
Cilc £100,001 to £250,000 X
Cld £250,001 to £500,000 X - - X
Over 50,000
Cle Over £500,000 X

*Note: A Corporate Manager has authority to move budget across services within their own areas of responsibility.
Budget movements from one service area to another, across two or more Corporate Managers service areas,
requires the approval of both parties at the appropriate level as outlined above.

D Till Discrepancies (See 2.4) / Petty Cash claim limit / De Minimis refund limit
Replaced By:

Ref No | Limit (£) Comments

DE1 £50 If discrepancy greater than £50 report to Internal Audit.
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E Write Off of Individual Bad and Doubtful Debts (Excluding bankruptcy administration or Debt Relief Orders)

Ref No | Limit (£) Cabinet | S151 Corporate | Manager | Comments
Officer | Manager
El £53,000 X Operations Manager For Benefits and
Recovery has a limit of £100 in respect of
Council Tax and NNDR income.
E2 £53,000.01 to £5048,000 X
E3 £5016,000.01 to X
£10056,000
E4 Over £10058,000 X
F Stock Deficiencies / Obsolete Stock Written Off
Ref No Limit (£) Cabinet |s151 Corporate | Manager
Officer Manager
F1 Up to £53,000 on any stock item X
F2 Over £53,000 on any stock item X X
F3 Up to £10,000 in total for one store X X
location, per occasion
F4 Over £10,000 up to £25,000 in total for | __ _ X
one store location, per occasion
) Over £25,000 in total for one store

location, per occasion
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G Equipment Registers

Ref No Limit (£) S151 Corporate | Comments
Officer | Manager
G1 Over £1,000 but X Service manager to record in equipment
less than £20k register - REVENUE
G2 Over £20k X Asset recorded in fixed asset register
maintained by Finance CAPITAL

H Public Procurement Thresholds (OJEU etc.)

The thresholds which apply in this country derive from the current EC thresholds. These are announced every two years and apply
from 1 January. The current thresholds (see below) apply from 1 January 2018 to 31 December 2019. Thereafter the thresholds
which are then announced will apply, unless national legislation indicates otherwise. It is essential that you liaise with the Council’s
procurement team to check the applicable threshold for your procurement before going to market — sometimes a contract may
comprise a mix of services and works and it is important to understand the implications before proceeding.

From 1 January 2018 — 31 December 2019 and then by reference to latest EC thresholds and national legislation:
Goods and services: £213,477 (inc. VAT)484.302

Works and concessions: — £5.336,937 (inc. VAT)4.554.413
Light Touch (social & specified other): £663,540 (inc. VAT)615.278

When calculating the estimated value of the contract to determine whether the reqgulations apply, the contract value
estimation should be inclusive of the standard rate of VAT (currently 20%), where applicable, from 1 January 2022.
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Stock Adjustments/Write Offs

Ref No | Limit (£) Cabinet S151 Corporate Manager
Member Officer Manager
11 £5,000Up-te-£10k X
12 £5,000.01 to £50,000
c10.01l cE0) 2 X
13 £50,000.01 to £100,000 v X
14 Over £100,0000ver£100k X
J De Minimis Invoice Limit

Invoice amount | £250.00

K Disposal of Assets

K1 | Best possible price Value less than or equal to £1,000

K2 | Sealed Bids/Auction Value >£1,000 or equal to £5,000

K2 | Competitive tender Value more than £5,000

K3 | Capital assets Value > £20,000 To be approved By the Capital Strategy Asset Group
L Money Laundering Cash Receipt Limits

Cash Receipt | £5,000
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