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1. Introduction 
1.1 The then Interim Corporate Director Resources requested on 2nd September 2009 a review into two members expenses claims made in May 2007 (paid June 2007).  

1.2 The request included:


“As part of your review please will you:

· Clarify the actual circumstances around the expenses claim as far as possible –what happened and why. Interviewing relevant staff still with us, reviewing documents etc. 
· In the light of the above findings then consider contacting any relevant staff who have now left the organisation to see if they can help clarify events…what happened and why 
· Link with both Jonathan and I to tie in with the other related strands of work/process outlined in Jonathan’s note

· Prepare a report for Audit Committee outlining the events, findings and recommendations”.

1.3 This report sets out the work undertaken, conclusions and recommendations.

1.4 During the investigation a complaint was made on 2nd October 2009 by the Monitoring Officer to the Standards Committee in respect to a possible breach of the Members Code of Conduct. A meeting of the Referral Sub-Committee was held and the committee agreed to refer the matter to the Monitoring officer for investigation. As the Monitoring Officer was the complainant in this case he delegated the oversight of the complaint to the Deputy Monitoring Officer who referred the matter for independent investigation into the complaint. Subsequently an independent investigator (II) was appointed to investigate the matter. 

1.5 Rather than interview those involved twice it was agreed that the II into the issue for the Standards Committee would interview the councillors. The investigating auditor provided II with questions for the Councillors and he has provided their answers to inform this report. 

1.6 The investigation has also been provided with the notes provided by the II from his telephone conversation with and ex-Councillor who was suggested as an additional source of information by the members under review.

1.7 The investigation has addressed the remit from the Corporate Director but has also identified other associated issues which are not relevant to the Standards investigation. A copy of this report will be provided to the II as part of that investigation but other findings not relevant to the Standards Complaint have been identified during this investigation and these have been reported separately to the Corporate Director and Monitoring Officer and are incorporated into the covering report for the Audit Committee. 

1.8 When the Standards Investigation has been concluded and considered by the Standards Committee a report will be presented to the Audit Committee on all the issues identified during the investigation including any recommendations for improvement.

1.9 As the investigation progressed the CD Resources requested that the remit be extended to include one further Councillor.  This Councillor was interviewed as he was implicated as a witness to the discussions re attendance by the Councillors at Annual Council in 2007.

2. Background Information

2.1 Attached as Appendix A is a chronology of events as compiled by the Monitoring Officer and Audit & Risk Manager up to 31/12/09.

2.2 The Council Elections had taken place on 3rd May 2007 and the Annual Council meeting was Thursday 24th May 2007 where the new Council positions would be voted on.

2.3 One of the Councillors was re-elected but was already booked to attend a conference in Sweden, missing the Annual Council meeting. His wife was also re-elected and had been invited by her husband’s firm to accompany him to Sweden.

2.4 There was a possibility of a coalition between the minority parties to make a clear majority and as a result of this the Councillors delayed their travel abroad to attend the Annual Council Meeting.

2.5 The Council reimbursed re-arranged flights at a cost of £947.78 for the Councillors so that they could attend the Council meeting on 24th May.

2.6 Included in the 2007/08 Internal Audit Plan approved by the Audit Committee on 27th March 2007 was an assignment to review member’s expenses. This was scheduled for the final quarter of the year to review member’s expenses following the election.  The work was undertaken between February and April 2008.

2.7 Member’s expenses at the time of the claim were administered in Member Services within the Chief Executive’s unit. The Senior Member Services Officer (SMSO) would receive the claims and review them; any queries would be raised with the Executive Office Manager.

2.8 The Executive Office Manager left the Council in September 2007 and her replacement commenced on 29th October 2007. Although the scope of the internal audit review was agreed with the Executive Office Manager she was seconded out on 12th March 2008 to undertake work on the Council’s preparations for Comprehensive Performance Assessment. The report was therefore issued to the Senior Member Services Officer and Chief Executive.

2.9 From September 2008 Member Services moved from the Chief Executive Unit into Democratic Services with the SMSO reporting to the Democratic Services Manager and the Head of Audit & Democracy ( Democracy Services had moved into Audit & Democracy in February 2008). From May 2009 Democratic Services became part of Legal Services reporting to the Head of Legal Services.

2.10 These payments to the Councillors were highlighted during the audit and reported to the Senior Member Services Officer and Chief Executive at the time. The report was issued late April 2008 to these two due to the Executive Officer Manager’s secondment. No further action was taken until a follow up of the implementation of the recommendations was undertaken as part of this review in September 2009. See Appendix B for the details of the recommendations made.

2.11 The Audit Committee was provided with information at their June 2008 meeting in the quarter 4 update report – January – March 2008. The information was in Appendix B to that report showing details of time spent on audits of more than one day and 14 days had been spent during the quarter on the member expenses review. 

2.12 The final report was issued as a green report
 at the end of April and this information should have been included in the Internal Audit Quarter 1 2008/09 report to the Audit Committee in July 2008 but it was not due to an oversight. It was classified as green as there were only 4 recommendations which had been agreed with the SMSO and they had short implementation dates. 

2.13 All final reports issued each quarter are summarised with their grading in an appendix to the update report. For green and yellow reports members do not receive the detailed findings unless they request them so they would not have received information on the detailed findings for this report.

2.14 In June 2009 a member of the public asked why the same amount of expenses had been paid to both Councillors in 2007/08 given that they are on different Committees.

2.15 On 2nd October 2009 the Council’s MO made a written complaint to the Standards Committee in respect to a potential breach of the Code of Conduct. The Referrals Sub-Committee of the Standards Committee agreed that the referral needed to be investigated by the MO.

2.16 As the MO had made the complaint the administration of the complaint has been dealt with by the Deputy Monitoring Office who has appointed an external II to undertake this investigation.

2.17 The Audit & Risk Manager requested the II to ask the questions that she needed answering by the Councillors in respect to the internal audit investigation. 

2.18 On the 16th November 2009 the Monitoring Officer received a payment from the two Councillors for £ 947.78 full repayment of the expenses claims made.

3. Investigation Work Undertaken 
3.1 The following work has been undertaken to date as part of this review:

a) Compilation of a chronology of events (attached as Appendix A)

b) Review of the claims made and supporting invoice

c) Review of information collected by the Monitoring Officer including correspondence with the Councillors

d) Legal advice received by the Council

e) Review of the Internal Audit member expenses audit process and follow up of the previous audit report

f) Meeting with Democratic Services Manager and Senior Member Services officer to discuss implementation of the recommendations from the Internal Audit report and the two claims made.

g) Review of the information provided to the Audit Committee on the Internal Audit Review

h) Meeting with Head of Finance & Audit who was Interim Corporate Director Resources September 2006 – August 2007.

i) Meeting with the Chief Executive – who was Corporate Director Resources from 1st August 2007 to July 2009.

j) Review of the Annual expenses and allowances information published 2004/05 to 2008/09

k) Review of the Members Allowances Scheme 2004

l) Review of the Members Allowances Scheme 1/10/08 and Independent Remuneration Panel report September 2008

m) Letters and reminders have been sent to the former Chief Executive, Monitoring Officer and Executive Officer Manager requesting information in respect to the case. The former Chief Executive and Executive Officer Manager have not responded.

n) For information – Referral Sub-Committee of the Standards Committee meeting papers 28th October 2009

o) Meeting with another Councillor

p) Review of the answers to the questions put by the II to the two Councillors and an ex-Councillor.

4. Findings

4.1 The legal advice provided to the Monitoring Officer on 21 September 2009 outlines that the reimbursements were not legal within the scheme that existed at the time. (The claims would not be payable under the current scheme).

4.2 These claims were identified during the internal audit review and the Senior Member Services officer (SMSO) was questioned about them and subsequently again during this investigation. Internal Audit was told that they were “authorised” by the then Chief Executive and the Leader. Despite a lack of backing documentation this explanation/authorisation was accepted and the report was issued to the SMSO and Chief Executive. 

4.3 The SMSO was clear that the Chief Executive and “Leader” had “approved” the claim. When questioned she said that the Executive Office Manager was also aware as she had provided her with an incomplete claim form signed by one of the Councillors.

4.4 It has been verified with the SMSO that the claim for one Councillor was signed by the Councillor but that the detail had been completed by the SMSO.  Originally the claim was submitted for the full amount but the Employment Services team had requested that it be separated into two claims as there were 2 flights – one each for Councillor.  The SMSO altered the claim signed by one of the Councillors and countersigned the back.  The SMSO then completed a claim for the other Councillor’s flight reimbursement and as he was not available and the Executive Officer Manager had requested her to process the claims she signed the claim and wrote the Councillor’s name above it.  This was confirmed with the SMSO and by independent verification of the Councillor’s signature. 

4.5 It was confirmed that this is not normal practice and that on the revised claim forms introduced in June 2008 there is now space for the member’s signature and a verification signature from the SMSO.

4.6 At the time of the Internal Audit review Internal Audit did not ask the Chief Executive for an explanation but he did receive a copy of the report. In addition, although the scheme requirements were reviewed their application in this case was also not pursued.

4.7 At the meeting with the other Councillor he could not remember much about this issue and seemed quite definite that he did not attend a meeting with the two Councillors present together. He did say that he vaguely remembered discussions about the Councillors attendance at Council in May 2007 but that the then Chief Executive said he would check it out. His view was that if the reimbursement was found to be legal then that it was alright.

4.8 During the meeting with the Councillors they did not refer to any discussions of the issue specifically with this Councillor but with an ex-Councillor.

4.9 The notes of the telephone conversation held between the II and ex-Councillor confirm the Councillors account of events.

4.10 A letter and reminders were sent to former employees (Chief Executive, Monitoring Officer and Executive Officer Manager) requesting information on the incident. The clarification sought from the Chief Executive was in respect to what happened, what his role was in the authorisation and who he had sought advice from. A response was received from the former Monitoring Officer only.

4.11 The former Monitoring officer was clear that she was not contacted for advice on the issue. She also confirmed she had spoken to her deputy at the time and he was also not consulted. In her response she suggested that as it was an illegal payment and that the Council’s s151 should have been consulted.  (See paragraph’s 4.13 and 4.14 below for further information on this).

4.12 A revised claim form was introduced following the audit which requires members to insert their expenses with an approved duty category for each expense claimed and sign the form. This is reviewed prior to payment by the Senior Member Services officer and there is now an additional space identified for the SMSO to sign to confirm verification. Queries are referred back to the member. If not answered then the claim will not be paid or if answered unsatisfactorily the claim may be referred onto the Democratic Services Manager.

4.13 The Interim Corporate Director Resources at the time of the claims became aware of the claim after the event.

4.14 The Interim Corporate Director Resources informed the incoming Corporate Director Resources prior to his arrival (1st August 2007) by telephone and early on in his appointment in his office. The incoming Corporate Director of Resources can only remember discussions about possible coalitions and not the expense issue.

4.15 The two councillors in the last five years (2004/05 – 2008/09) have only made this one claim each for expenses.

5. Conclusions 

5.1 The reimbursement was not allowable under the Members Expenses scheme operative at the time (and would not be under the current scheme). 

5.2 The Councillors have repaid the total amount of the 2 claims. The payment was received by the Council on 16th November 2009.

5.3 The recommendations from the Internal Audit review of member’s expenses in 2008 have all been implemented and the system controls are reasonable. Detailed testing is currently underway to provide additional assurance.

5.4 The revised claim forms introduced in June 2008 ensure that the individual members sign the claim and that it is verified by the SMSO.  It was extremely unusual practice for the SMSO to sign the form on behalf of the member but she did so as she had been instructed to pay the claim by the Executive Office Manager.

5.5
Internal Audit should have obtained confirmation about the claims from the Chief 
Executive at the time of the audit (as the Executive officer had left the Council) and 
checked with the Monitoring Officer (or their representative) about the application of 
the member’s expenses scheme in this case.

5.6 
As there were no responses from the former Chief Executive and Executive Officer 
Manager the conclusions and any recommendations are based on the information 
provided by the SMSO, the Councillors whose claims they were, another 
Councillor and an ex-Councillor.

5.7 Based on information reviewed during the investigation the then Chief Executive appears to have reassured the Councillors that the payment was acceptable. (Evidence from the Councillors and ex-Councillor). 
5.8 
The Councillor’s did not seek any further advice or clarification from the Monitoring 
Officer and depended on the advice of the then Chief Executive (Head of Paid 
Service).
5.9 
The two councillors have not made any other expenses claims in the last five years 
(2004/05 – 2008/09).

6.
Recommendations
6.1 There would normally be a recommendation that the case should be considered by the Standards Committee as a potential breach of the Code of Conduct has occurred. However as the Monitoring Officer has already made a complaint to the Standards Committee and this is being investigated by an independent investigator then this is not required.  

6.2 It should be re-iterated to all members and the SMSO that any claims must be signed by the member making the claim.

6.3 Internal Audit should ensure that any queries in respect to audit work are followed up and an explanation obtained irrespective of the level of officer.

APPENDIX A
Chronology of Events

	Date
	Action 
	More Information

	May 2004
	Independent Remuneration Panel review of Members’ Allowances published
	

	23/09/04
	Council report on Members’ Allowances
	Agreeing to implement a new scheme in the light of report from an Independent Remuneration Panel

	27/03/07
	Audit Committee agree the 2007/08 Internal Audit Plan
	This includes a review of members expenses in quarter 4 (Jan – March 2008)

	01/05/07
	Date on relevant Members’ Allowances Scheme 
	

	03/05/07
	Local elections – Telford & Wrekin Council
	Outcome – no party in overall majority

Conservative - 27

Labour - 18

TAWPA - 3

Lib Dems – 3

Independent - 3

	
	
	Note - Since 2007 - 2 by elections – no change to political balance

	
	
	Current position (31/12/09)
Conservative - 25

Labour - 18

TAWPA - 4

Lib Dems/ Independent - 7

	24/05/07
	Annual Council
	Cllrs A and B incur costs of postponing business trip flights to enable them to attend Council meeting.

	04/06/07
	Claim for expenses – Cllr A 

	“One off payment in respect of re-arranged transport to attend full Council 24/05/07”

£473.89

	05/06/07
	Claim for expenses – Cllr B 

	£473.89

	February -24/04/08
	Internal audit review of members expenses 2007/08 
	Report issued 24/04/08 to Senior Member Services Officer and Chief Executive. 

Finding: “The payments of these expenses had been agreed by the Chief Executive and Leader but no written confirmation of this was attached to the members expenses claim form.

Recommendation: Where exceptional members expenses are paid then documented evidence of authorisation from the Chief Executive and/or Leader should be attached to the claim form.

 


APPENDIX A (continued)

	Date
	Action 
	More Information

	25/08/08
	Council report on Members’ Allowances
	Agreeing to implement a new scheme in the light of report from an Independent Remuneration Panel

	09/08
	Independent Remuneration Panel review of Members’ Allowances published
	Effective from 1st October 2008

	08/05/09
	Appointment of Interim Chief Executive
	Victor Brownlees

	19/06/09
	e-mail from member of the public
	Questioning an entry in the members expenses claims for 2007/08 

	25/06/09
	e-mail from Interim Chief Executive
	Holding response

	25/06/09
	e-mail from Interim Chief Executive
	Monitoring Officer forwarded a copy 

	29/06/09
	e-mail from Interim Chief Executive
	MO asked to look at the issues that the query raises and deal with as appropriate

	10/07/09
	e-mail from MO to Chief Finance Officer
	Raising the issue formally with him

	22/07/09
	Mtg between CFO and MO 
	For briefing

	29/07/09
	e-mail from MO to Cllrs K and B Tomlinson 
	raising the issue and inviting them to a meeting

	29/07/09
	Meeting with Cllr Bill Tomlinson
	

	01/08/09
	Successful candidate takes up Chief Executive post
	Victor Brownlees

	07 – 17/08/09
	
	Effectively overlapping annual leave for CFO and MO

	26/08/09
	Meeting of statutory officers
	

	02/09/09
	Chief Finance Officer requests Internal Audit review into officers involvement in the reimbursement
	

	11/09/09
	e-mail from Chief Executive to member of the public
	Giving outline details of claims and confirming that there is an issue that we are looking into

	21/09/09
	Meeting between Cllrs A and B, CFO and MO
	To update them on the situation and explain what happens next.

	25/09/09
	Meeting between the Chief Finance Officer, MO and Audit & Risk Manager
	To discuss work undertaken to date, initial findings and to agree additional work and questions for former employees.

	21/09/09
	Legal advice received by the MO from external advisor
	Sent onto the Councillors for their information

	Late  September /early October
	Letters sent by CFO to former Chief Executive, Monitoring Officer and Executive Officer Manager
	Questions asked in respect to the issue

	02/10/09
	Written complaint to the Standards Committee from the MO
	Complaint about a potential breach by the Councillors arising from their expenses claims


APPENDIX A (continued)

	Date
	Action 
	More Information

	28/10/09
	Meeting of Referrals Sub-Committee of the Standards Committee
	Considered the complaint and referred it to the MO for investigation

	Late October/ November
	Reminders sent by CFO to former Chief Executive, Monitoring Officer and Executive Officer Manager
	Reminding that a response had not been forthcoming

	Late October/ November
	The Councillors appoint solicitors to represent them on the issue
	All further correspondence and contact has been and will be through their solicitors.

	Early November
	Appointment of independent external investigator to investigate the complaint
	The external II appointed

	16th November
	Meeting II and MO 
	Provide information on the case and contact information for Audit & Risk Manager

	16th November
	MO received a cheque for £947.78 from the Councillors


	Expenses claimed repaid in full.

	26th November
	Meeting A&RM, MO and CD Resources to discuss progress & impact of the Standards Investigation
	Agreed to issue information to II of work undertaken and findings to date.

Agreed that remit to be extended to include interview with another Councillor. 

	9th December
	Meeting CD Resources, A&RM and Councillor
	This Councillor cannot really remember the issue but was vaguely aware that it was raised and that the then Chief Executive was checking it out. His view was that as long as it was legal then OK.

	11th December
	Response received from former MO 
	No knowledge of the issue and also checked with deputy MO at the time. Suggested s151 officer may have been consulted.


 APPENDIX B
5.
Detailed Findings and Recommendations from the Members Expenses 
Review April 2008.

	Rec Ref

	Audit Findings
	Recommendation and Category
	Agreed Action and Date to be Implemented

	1
	It was highlighted during the audit that a number of members had claimed for expenses in respect of duties that were not included on the list of approved duties held by Members Services. However audit had no concerns that these expenses should not have been claimed for.
It was also noted that the approved list of duties for the members’ expenses scheme was last updated in 2001.
	The approved list of duties for the members’ expenses scheme should be updated to reflect all duties where associated expenses can be claimed for. The list should be approved by the Chief Executive and reviewed annually.
Category: Policy & Procedure
	Independent Remuneration Panel looking to review approved list – report due end of May and then to full council.
Hope to use revised list starting end of July 08.


	2
	The claim form template for members’ expenses does not contain all the information that is required to verify and sign off the claim. 
Specific elements that should be added to the template include a column which would denote which approved duty each claimed expense falls within and a designated space for the Senior Members Services Officer to sign and date the form when they have approved it. 
	The claim form template for members expenses should be amended to include:
· a column which would denote which approved duty each expense falls within
· a designated space for the Senior Members Services Officer to sign and date the form when they have approved it.
Category: Policy & Procedure
	Agreed – new form to be implemented with effective from 1/6.


	Rec Ref


	Audit Findings
	Recommendation and Category
	Agreed Action and Date to be Implemented

	3
	A councillor had been paid exceptional expenses due to being called to attend the Full Council AGM in May 2007.
The payments of these expenses had been agreed by the Chief Executive and Leader but no written confirmation of this was attached to the members expenses claim form.

	Where exceptional members expenses are paid then documented evidence of authorisation from the Chief Executive and/or Leader should be attached to the claim form.
Category: Policy & Procedure

	This will come under the remit of the Independent Remuneration Panel review.
Therefore effective from July08. 
Also the Senior Member Services Officer will obtain evidence of authorisation of exceptional expenses paid.


	4
	9 out of 86 (10%) members expense claims tested did not have a VAT receipt attached. 
It was recognised that there is not a mandatory requirement for fuel VAT receipts to be obtained. However where possible both officers and members should be encouraged to provide these as good practice.

	Best efforts should be made to obtain VAT receipts to substantiate any expense claims made.
Category: Financial Regulation
	The Senior Members Services Officer will send a further reminder about members supplying VAT receipts by end of April reminder sent.
The Senior Members Services Officer will also highlight this requirement on the amended claim form to be used from 1 June 2008.


� Green reports – Level of assurance good - there is a sound system of internal control designed to address relevant risks with controls being consistently applied with few recommendations. 
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