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   “a company with a passion for communities” 
STATEMENT ON INTERNAL CONTROL

EAST/NORTH EAST HOMES LEEDS STATEMENT ON INTERNAL CONTROL

1
SCOPE OF RESPONSIBILITY

All Councils are responsible for ensuring that its business, and the business of its subsidiary Companies, is conducted in accordance with the law and proper standards, and that public money is safeguarded, properly accounted for and used economically, efficiently and effectively. Under the Local Government Act 1999, all Councils have a duty to make arrangements to secure continuous improvement in the way in which functions are exercised, having regard to the combination of economy, efficiency and effectiveness. In discharging these responsibilities, a Council must ensure that there is a sound system of internal control in place which facilitates the effective exercise of the Council’s functions and which includes arrangements for the management of risk.  

These responsibilities and duties extend to any subsidiary organisation of the Council such as East/North East Homes Leeds (ENEHL).

2
THE PURPOSE OF THE SYSTEM OF INTERNAL CONTROL

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all risk of failure to achieve policies, aims and objectives; it can therefore only provide reasonable and not absolute assurance of effectiveness. The system of internal control is based on an ongoing process designed to identify and prioritise the risks to the achievement of the Company’s policies, aims and objectives. The process involves evaluating the likelihood of those risks being realised, the impact should they be realised, and the management of them efficiently,

effectively and economically.

3
THE INTERNAL CONTROL ENVIRONMENT

ENEHL’s control environment encompasses the strategies, policies, plans, procedures, structures, processes, attitudes, behaviour and actions required to deliver good governance.  The key elements of good governance arrangements are:

3.1
Legal Framework

Financial systems and procedures, and external and internal audit requirements and reports are overseen by an Audit Committee for which terms of reference in line with best practice have been agreed.  Codes of Conduct for Directors and Company employees are monitored by the Standards Committee as prescribed within the Company’s Articles and Memorandum of Association. 

3.2
Monitoring Officer

It is the responsibility of the Board and ENEHL Management Team to ensure compliance with policies and procedures, orders and regulations.  It is the specific responsibility of the Director of Corporate Services to commission systems to ensure compliance with financial regulations and standing orders.  The Chief Executive, as Company Secretary, has responsibility for ensuring compliance with the Articles and Memorandum of Association and other Company Law.  

The Council has designated the Head of Strategic Landlord Group as Monitoring Officer for its Arms Length Management Organisations (ALMOs). It is the function of the Council’s Monitoring Officer to ensure compliance with the Council’s approved policies and procedures, orders and regulations that are enshrined within the Management Agreement.  

3.3
Aims and Objectives

ENEHL has a Business Plan which sets out the Company’s aims and objectives and financial projections for the next 3/5 years.  The Company works with a range of partners within the District that it covers, principally through the District Partnerships and their subsidiary thematic Partnerships.  The Business Planning and Finance Sub Committee of the Board has responsibility for monitoring compliance with and delivery of the Business Plan. 

3.4
Code of Corporate Governance and Governance Framework

The Council has adopted and utilises a “Local Code of Corporate Governance” in accordance with the CIPFA/SOLACE Framework for Corporate Governance. This ensures the Council aims to comply with the highest standards of governance.  The Code encompasses the actions of ENEHL.

3.5
Risk Management Framework

ENEHL has a robust system for identifying, evaluating and managing all significant risks. The Company maintains and reviews a register of its corporate business risks linking them to strategic objectives and assigning ownership for each risk. The ENEHL Service Improvement Plan identifies risks which Directors and Heads of Service are actively managing.  The Risk Register is reviewed periodically by the Business Planning and Finance Sub Committee.  

3.6
Performance Management Framework

The Council and ENEHL has an agreed Performance Management Framework, which assists senior managers and staff to understand performance against the annual Company targets (particularly Key Performance Indicators) that measure effective performance and improvement.  These link to corporate (CPA) Indicators for the Council.  Progress on performance is regularly reported through the monthly Performance Report to Performance Sub Committee and annually to the public through the publication of the Service Improvement Plan and regularly via the tenants newsletter ‘Your Home’.

The ENEHL Service Improvement Plan is a key mechanism for capturing the Company’s objectives and tracking them through to performance and achievement.

3.7
Financial Management

The financial management of the Company is conducted in accordance with the rules and procedures set out in the ENEHL Financial Regulations and Standing Orders.  The Company has in place a 3-year Medium Term Financial Plan, updated annually, to support the medium-term aims of the Business Plan.
The Company sets a Budget in line with its objectives which is both balanced and sustainable, and takes account of advice given by the Director of Corporate Services on the appropriateness of the level of the Company’s Working Balance following an assessment of the risks inherent within the proposed Budget. Once the Budget has been agreed each Budget Holder monitors and manages its spending and income to remain within the allocated Budget through regular Budget Monitoring meetings with the Finance Team.

Asset Management Planning optimises the utilisation of assets in terms of service benefits and financial return.

3.8
Capacity and Capability

Services are delivered by trained and experienced people. All posts have a detailed job description and person specification. Training needs are identified through the Performance Appraisal and Development Scheme (PADS).
Individuals targets are defined from service and team plans and monitored through regular 1 to 1’s. 
The Company has a Whistle-blowing Policy for staff.

3.9
Internal Audit Function

The Company has an Annual Audit Plan and procures an internal audit service from the Council’s Internal Audit Section, which operates to the standards set out in the ‘Code of Practice for Internal Audit in Local Government in the UK’.
Internal Audit monitor the quality and effectiveness of systems of internal control and, where relevant, making recommendations for improvement.  A regular Governance Audit forms part of our annual Audit Plan.
The implementation of recommendations is subsequently reported to and monitored by ENEHL Audit Committee to ensure improvements are secured.

As part of the audit review cycle Internal Audit undertakes a programme of reviews that cover the main financial systems of the Company. The work in these areas is examined by the ENEHL Audit Committee.

3.10
External Audit and Statutory Inspection

Each year the Board appoints an external Auditor to audit the Annual Accounts for agreement by Board and the Council Member prior to submission to Companies House.  The Company is also required to undertake an Audit Commission Inspection of the services provided every three years in order to comply with Department for Communities and Local Government (DCLG) requirements for release of the Supported Credit Approval (SCA) funding to deliver the Decent Homes Standard.

3.11
Audit Committee

ENEHL has an Audit Committee which agrees the Annual Audit Plan, provides a scrutiny function, monitors compliance with Financial Regulations and Standing Orders and receives Internal and External Auditors Reports.  Terms of reference for the Audit Committee are attached.
3.12
Information Governance

The Company has published a Publicity Scheme which complies with the requirements of the Freedom of Information Act 2000 and which has been approved by the Information Commissioners.  Procedures are also in place to comply with the requirements of the Data Protection Act 1998 and Article 8 of the Human Rights Act and to ensure a good standard of Information Security.

3.13 
Complaints

ENEHL has a robust internal three stage complaints procedure.  Our complaints process is integrated in to a city-wide Customer Relationship Management system.

Appendix B

East North East Homes Leeds

Proposed Audit Universe

	Description
	Audit Days
	Proposed Days 2007/08
	Comments

	Corporate Governance;

Review overall corporate governance arrangements for new company including high level assurances for risk management, performance management and financial management including Capital.

Future years review individual areas such as;

· Decision making process;

· Ethical Standards framework including gifts and hospitality, declaration of interests;

· Statutory obligations;

· Business plan processes.


	20
	20
	

	Fundamental Systems
	
	
	

	Payroll

Review of departmental systems, to include;

· Changes to the organisation;

· Starters;

· Leavers;

· Permanent amendments;

· Temporary amendments; and

· Management Information.
	10
	10
	Proposed to complete in 2 parts. Initial visit to complete a System evaluation and 6 months testing followed up by a year end visit to complete remaining transaction testing.

	Creditors

Review of departmental systems, to include evaluation of systems and detailed testing of a sample of transactions for;

· Ordering;

· Receipt

· Payment of goods and services

· Segregation of Duties

· Compliance with FPRs

· Key Performance Indicators.
	10
	10
	Proposed to complete in 2 parts. Initial visit to complete a System evaluation and 6 months testing followed up by a year end visit to complete remaining transaction testing. 

	Bank Reconciliation

To review and evaluate systems in place for;

· Reconciliation of the bank account;

· Treasury Management;

· Recording transactions;

· Reporting procedures;

· Performance Indicators; and

· Management Information.

To complete detailed testing of a sample of transactions.
	4
	0
	

	Sundry Income

Review and evaluate systems and procedures in place for;

· Identification of income due;

· Raising of accounts;

· Performance indicators; and

· Management Information.
	5
	0
	Small amount of income raised by the ALMO.

	Budgetary Control

Review and evaluate systems and procedures in place for;

· Budget setting – including setting timetables, consultation with budget holders; links to the ALMO business plan and procedures for challenge and approval;

· Budget monitoring and reporting;

Complete detailed testing. 
	5
	0
	

	Other Areas
	
	
	

	Responsive day to day and void repairs

including open book reviews of each contract provider
	25
	25
	LEBS review completed 2006/07

Baldwins SE Contract completed 2006/07

Mears review to be completed during 2007/08.

To consider LEBS and Baldwins reviews to be completed at the end of the financial year or 2008/09.

	Responsive day to day and void repairs

To develop a checklist to be used to monitor performance of responsive Contractors.


	5
	5
	

	Gas Maintenance Contract;

To document and evaluate systems and procedures in place for;

· Requesting work;

· Payment of completed works;

· Performance Indicators;

· Monitoring of the Contract;

· Management Information.

Complete detailed testing of a sample of transactions.
	7
	0
	

	Other Partnering Arrangements/Decency Works (mainly capital)

· To document and evaluate systems and procedures in place for partnering arrangements/decency works.

· Detailed testing to provide assurance on compliance with systems and procedures including;

· Monitoring of the contract;

· KPIs; and

· Management Information.
	30
	0
	An amount of time has been included in Governance to review on strategic level capital.

	Key performance Indicators and Data Quality
	10
	0
	

	Housing Management Lettings Policy

· Review of procedures for monitoring and review of effectiveness of Policy

· Review of systems to ensure that they comply with the policy

· Sample testing of a sample of transactions to review compliance with the policy.
	10
	10
	

	Procurement
	5
	0
	

	Efficiency Savings
	10
	0
	

	Service Level Agreements/Internal Services
	5
	0
	

	Responsive, Contingency, Management and Reporting
	15
	15
	Increase in Contingency to enable ad-hoc requests to be dealt with or follow up on any areas of concern identified from previous audits. 

	Total
	176
	95
	


 Note: This list is not exhaustive.

East North East Homes Leeds Audit Committee
ENEHL has an Audit Committee which is a Sub Committee of the Board.  The Audit Committees Terms of Reference are:-
Internal Control and Corporate Governance

· Reviewing the systems and process of internal control and governance. This includes reviewing management's and the internal auditors' reports on the effectiveness of systems for internal control, governance and risk management. 

· Evaluating the control environment. 

· Advising the Monitoring Officers and the ENEHL Board on risk, business priorities and risk management needs and reporting to them specific concerns and issues, e.g. where business risks are being carried inappropriately. 

· Reviewing the procedures for handling allegations from whistleblowers. 

· Reviewing and challenging where necessary, the actions and judgments of management, in relation to the interim and annual financial statements paying particular attention to; 

· critical accounting policies and practices and changes to them; 

· decisions requiring a major element of judgment; 

· the extent to which the financial statements are affected by any unusual transactions in the year; 

· significant adjustments resulting from the audit; 

· external audit's management letter; 

· the signing off of the Statement on Internal Control; and, 

Internal Audit

· Reviewing the internal audit programme and ensuring that the internal audit function is adequately resourced and there are adequate arrangements for internal audit within the Service. 

· Endorsing the role, responsibilities and authority of the Director of Corporate Services in relation to the internal audit function and approving the Internal Audit Plan. 

· Receiving and reviewing internal audit reports. 

· Reviewing action taken by management on audit recommendations. 

· Reviewing and endorsing the Director of Corporate Services’ annual assurance report. 

External Audit

· Reviewing the External Audit strategy and plan. 

· Reviewing the External Audit management letters and managements' response. 

· Reviewing the performance of the External Audit. 

· Ensuring effective co-ordination and liaison between internal and external audit. 

Risk Management

· Review the Risk Register and Risk Management Processes and proposed and actual responses to managing risks identified. 


