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Introduction

At it’s meeting on 6th February 2008 the Council resolved that:

1. Internal Audit carries out a full and transparent independent investigation into Burngreave NDfC (BNDfC) covering the following three areas:

· The general governance arrangements of BNDfC. 

· The letting and tendering of contracts by BNDfC and, in particular, the letting of the contract to the JMJ Group whose Managing Director is Mr Davies. 

· The recruitment of Mr Husband as the Acting Deputy Chief Executive and, in particular, reference and past employment checks.

2. The investigation is now complete and this report details the findings,      

Internal Audit opinion and recommendations.

Audit Objectives

3. The objective of Internal Audit was to undertake an independent review of the issues specified by the Council and produce a report detailing the findings  identified. 

Scope of the Audit

4. Internal Audit reviewed the following aspects of BNDfC: 

· The governance arrangements. 

· The contracts tendering arrangements.

· The letting of contracts to the JMJ Group, whose Managing Director is Mr Davies, to determine whether a proper process was followed. 

· The recruitment of Bill Husband as the Acting Deputy Chief Executive to determine whether a proper process was followed, and, in particular, whether appropriate reference and past employment checks were undertaken.

Findings

5. Governance Arrangements

The main elements of a governance process are in place. There is a structure headed by the Board with sub-groups, and roles, responsibilities and relationships are largely defined. 

6. There is no Terms of Reference for the Board, however the Articles and Memorandum of Association, the Code of Practice, and role descriptions for each type of Board member, together provide the necessary information.

7. Internal Audit did note the absence of a number of controls as follows:

- The minutes of sub-groups are sent to Board members rather than 

   being received and agreed by the full Board. This is at the request of

       the Board.

- The Board has access to appropriate professional advice, in particular 

   legal advice, independent of the Chief Executive, as and when it is 

   required, however it is not clear how Board members access the 

   support.

-  Sufficient Board member training appears to be available, but the 

   voluntary nature of Board membership means the training cannot be 

   made compulsory. There is therefore no assurance that all members 

   are in receipt of the information they require, in particular regarding 

   their responsibilities, and liabilities, as directors of a company.

-  The financial procedures document has not been formally agreed by 

   the board.

-  Delegated powers are in place but have not been reviewed since 

   2004.

-  There is no Gifts and Hospitality Register.

8. Internal Audit has not undertaken testing to ascertain the impact of the absence of these controls, however their absence does result in an increased risk that scrutiny of the executive by the Board might not always be robust.

9. In addition there were some minor elements within the sub-group terms of reference that were out of date and BNDfC have undertaken to update these. 

10. Arrangements between BNDfC and the Accountable Body are an important element of the governance arrangements. There has been an agreement in place between BNDfC and the Accountable Body since 2004, the agreement, and other arrangements, are currently being reviewed by the Accountable Body following an Internal Audit report issued in December 2007. BNDfC are actively involved in the review, and one of the specific duties of the Deputy Chief Executive is to review governance arrangements.

11. Contract Tendering Arrangements

     Internal Audit found that there are documented contract tendering    

     procedures, however they lack sufficient detail to ensure a robust 

     process is consistently, and completely applied. In particular they do 

     not:

- State roles and responsibilities.

- Define the process for the evaluation of contractors seeking inclusion 

  on the approved supplier list

- Define the process for the advertising, receipt, evaluation and 

  awarding of contracts

- Define the documentation to be used and records to be maintained 

12. Internal Audit tested a variety of transactions relating to contracts and found an inconsistent pattern. There are occasions when adequate procedures are followed, but there are also occasions when they are not. In particular there are occasions where there is no evidence of quotes being obtained, or actual contracts being entered into. 

13. The award of contracts to a single tenderer is fairly common, and although this is not prohibited, robust controls need to be in place. In particular single tenderers must be drawn from the approved supplier list. A list does exist, however it lacks sufficient detail to be totally effective, and the process for obtaining inclusion on the list is unclear. There is no review of approved suppliers at regular intervals, and contractors not on the list have been invited to tender in instances contrary to the documented procedure. 

14. Letting of Contracts to the JMJ Group

Internal Audit found that at least £110,118 (plus VAT) has been paid to the JMJ Group. It has not been possible to verify whether, or not, this is the total amount paid to JMJ due to conflicting information being provided from the BNDfC accounting system. Of this amount £55,818 is in respect of four individual contracts for training, or similar services, and £55,300 in respect of Bill Husband filling the post of Deputy Chief Executive for the period July to December 2007. 

15. JMJ Group was initially employed to deliver training for staff. It has been explained that originally three tenders were obtained for this work, with none of the tenderers being considered suitable. JMJ Group had submitted a ‘cold call’ proposal for the provision of training which was considered a better match for what was required. It is unclear as to what process was adopted from this point, but it appears that John Clark used his delegated powers to award the contract to the JMJ Group, and reported back to the Board/Executive Sub-Committee. A single tender form, the form that has to be completed and signed off when a contract is awarded when only a single tenderer is considered, was completed for this work and signed off by John Clark. The tendered cost for this work was £10,000 and the final cost £7,217.

16. The single tender process is a legitimate way of awarding a contract when only a single tenderer is available. The single tenderer should be drawn from the list of approved suppliers, however although JMJ Group are on the approved supplier list, Internal Audit considers there are weaknesses in the approval list evaluation process (see above).

17. John Clark was aware that JMJ was run by Bill Husband and Jack Davies, and believed that they had been suspended and, as he thought, had resigned from South Kilburn NDC. It has been stated that testimonies were received from other NDCs in respect of JMJ Group, but there is no documentary evidence of this. Other testimonies were taken from the JMJ website, however there would have been no evidence of the accuracy of these testimonies, and Internal Audit have received information suggesting that at least one of the testimonies, that of the Audit Commission, was incorrect. 

18. As regards the subsequent three contracts awarded to JMJ Group, there is no evidence that a tender process was followed for any of the contracts. A single tender form exists for two of these contracts, however one is dated after the contract had been completed, and one is not dated at all. There is no single tender form for one of the contracts. It was noted that most of the work done by JMJ was commissioned directly by programme managers within BNDfC, and not by John Clark.

19. Recruitment of Bill Husband

Bill Husband was seemingly appointed to the post of Deputy Chief Executive on a temporary basis from July to December 2007, pending the recruitment of a full time officer.  Rose Ardron (who was Chair of the board at the time) has stated that in her view Bill Husband was appointed to deliver a set of specific time limited tasks – not to fulfil the role of Deputy Chief Executive.

20. Internal Audit has been supplied with a document entitled ‘Recruitment and Selection Policy’, which outlines the approach to be taken for the recruitment of staff, and a number of standard recruitment forms. The document lacks sufficient detail to provide adequate control, for example it refers to ‘shortlisting’ without explaining how short listing takes place, what criteria are taken account of etc. It does refer to a further document entitled ‘Recruitment and Selection Procedure’, but this has not been provided to Internal Audit. Therefore, although there is an agreed process, it is not possible to fully determine if the process is adequate, although the recruitment/appointment of Bill Husband seems not to have been treated as a ‘normal’ recruitment, and the process that should have been followed is uncertain.

21. The post of Deputy Chief Executive was newly created in early 2007 and there was an initial recruitment exercise to fill it. The Executive Sub-Group interviewed four candidates but none were found to be suitable. As there was an urgent need to fill the post it was decided by the Executive Sub-Group to fill it on an interim basis, pending a second recruitment exercise. Three options were considered, the secondment of an officer from the Council, the use of an employment agency, or, at the suggestion of John Clark, the appointment of Bill Husband. 

22. At the time no officer could be made available by the Council, and it was considered that agency staff would not have the necessary knowledge. John Clark had suggested Bill Husband on the basis that he had been providing training to BNDfC, and so had knowledge of the organisation, and had relevant prior experience being employed in the same position previously with South Kilburn NDC. 

23. It was decided by John Clark and Rose Ardron that the Executive Sub-Group should interview Bill Husband to determine whether he was suitable for the post. The Sub-Group members included Rose Ardron (Community Representative and then Chair of BNDfC) and Joanne Roney (Sheffield City Council Representative). John Clark has said that usually he would also have been on the panel, but in this instance Rose Ardron asked him to step down so that the Sub-Group could independently test his recommendation that Bill Husband would be suitable to undertake the tasks required.  Although John Clark accepted this decision it is his view that there would not have been an issue with him being part of the Sub-Group as his knowledge of Bill Husband was purely through work, and he did not know him socially.  

24. The interview took place on 25th May 2007 and Bill Husband was duly appointed. 

25. At the time of the interview John Clark and Rose Ardron believed that Bill Husband had been suspended by Brent Council, and had resigned, from the post of Deputy Chief Executive at South Kilburn NDC. John Clark and Rose Ardron have both explained that through the NDC national network they knew Jack Davies as Chief Executive of South Kilburn NDC, and John Clark recalls that he may have met Bill Husband five, or six, times when he deputised for Jack Davies. Further it was stated that it was common knowledge within the network that Jack Davies and Bill Husband had been provided with a rent-free property by Brent Council as part of their remuneration. John Clark and Rose Ardron were informed through the network that it was believed that Jack Davies had been suspended, and had resigned, because of matters to do with the occupancy of the property, and they assumed that the same had happened to Bill Husband. They considered that if they had been suspended it was as a result of issues between Brent Council and South Kilburn NDC, and not because of any actual wrong doing by Jack Davies and Bill Husband. This knowledge was not passed on to at least one member of the interview panel, Joanne Roney.

26. John Clark and Rose Ardron have stated that the first they knew of the suggestion that Bill Husband had been dismissed was when they read the allegations in the newspaper in February 2008. 

27. Brent Council did make public in October 2007 an audit report into governance arrangements at South Kilburn NDC which refers to ‘investigations into the Chief Executive and his Deputy’, but does not mention Jack Davies, or Bill Husband, or what they were investigated for. Brent Council is thought to have made no public statement regarding the investigations.

28. As a result of the belief that Bill Husband had resigned, rather than been dismissed, and that it had been due to issues between Brent Council and South Kilburn NDC, plus the fact that a year had passed since these events, and because of testimonial received from other NDCs, Bill Husband was not specifically asked at the interview about the believed suspension and resignation. It has been stated that he did mention a ‘falling-out’ with Brent Council whilst answering one of the questions, but this was not considered as unusual, and was not followed up.

29. References were not requested for Bill Husband. Whilst Rose Ardron believes that there was no requirement for references, as they were appointing a consultant, rather than recruiting a member of staff, Joanne Roney believed that John Clark, or the Human Resources Officer, would be obtaining references. Joanne Roney has stated that as a member of the interview panel she was not made aware of any alleged disciplinary issues relating to Bill Husband, and if she had known she would have not agreed to the appointment. John Clark, as explained, was not involved in the interview process, and believed that the interview panel, supported by the Human Resources Officer were responsible for obtaining references. It has been stated that testimonies were obtained in respect of Bill Husband, however there is no documentary evidence of these, and one of the testimonies was obtained from the JMJ Group website, a company of which Bill Husband is a director.

30. Board members were informed of the appointment, but were not made aware of the suspension and resignation.

31. A brief was developed for the interim Deputy Chief Executive role, and four members of the Executive Sub Group interviewed Bill Husband against the brief, however there was a lack of clarity about whether Bill Husband was to be employed as a consultant, or employee, of BNDfC. At least one interview panel members considered it a normal staff recruitment process, and therefore that references should have been obtained. Likewise at least one panel member considered it to be the appointment of a consultant, and so believed references were not required.

32. As stated above £55,300 (plus VAT) was paid to the JMJ Group in respect of Bill Husband filling the post of Deputy Chief Executive for the period July to December 2007, for at least part of that time on a 4 day a week basis. Internal Audit has only been provided with evidence of a budget of £40,000 being agreed for this appointment, however it has been stated that Bill Husband did do some extra work to cover for an officer absent on maternity leave.

Internal Audit Opinion

33. Governance Arrangements

It is Internal Audit's opinion that although governance arrangements are generally in place, the absence of a number of controls increases the risk that scrutiny of the executive by the Board might not always be robust.

34. Contract Tendering Arrangements

It is Internal Audit's opinion that the contract tendering procedures are not sufficiently detailed to ensure that contract tendering is adequately controlled, and they are not consistently applied.

35. Letting of Contracts to the JMJ Group

It is Internal Audit's opinion that contracts were let to the JMJ Group without proper procedures being followed in all instances.

36. Recruitment of Bill Husband

It is Internal Audit's opinion that the recruitment of Bill Husband was flawed. The uncertainties as to whether it was the recruitment of a staff member, or appointment of a contractor, and seeming lack of ownership, are in themselves weaknesses, however the biggest weaknesses were the failure to:

· Ensure all members of the interview panel were informed that to John Clark and Rose Ardron’s knowledge, Bill Husband had been suspended, and, as was thought at the time, had resigned from his post as Deputy Chief Executive with South Kilburn NDC.

· Ask Bill Husband formally about his suspension by Brent Council.

· Request references, specifically from Brent Council. 

· Inform the Board that Bill Husband had been suspended.

37. Overal Opinion
Overall it is Internal Audit’s opinion that in the areas examined there are some significant weaknesses in the way that some of the identified issues were managed. 

Independent Review

38. Prior to this review BNDfC had identified the need to review their policies and procedures.

39. Barber Harrison & Platt, BNDfC’s accountants, have been engaged to review BNDfC’s procedures handbook, including financial procedures, and internal systems. Voluntary Action Sheffield has been engaged to review the Code of Conduct and various human resource policies. The reviews are expected to be completed shortly. 

Recommended Action by Burngreave NDfC

40. Governance Arrangements

It recommended that:

- The minutes of sub-groups are received and agreed by the full Board. 

- Board members are informed how to access professional advice, 

   independent of the Chief Executive.

- A record is maintained of all Board members attending training.     

  Where members do not take the opportunity to attend training they   

  should be provided with documented guidance and asked to sign to 

  say they have read and understood it. This applies particularly to their 

  responsibilities, and liabilities, as directors of a company.

- The financial procedures document is formally agreed by the board.

- Delegated powers are reviewed.

- A Gifts and Hospitality Register is established.

41. Contract Tendering Arrangements

It is recommended that:

- There is a complete review of the contract tendering arrangements to 

ensure they are adequate for purpose, with arrangements agreed by   

the Accountable Body.

- All officers involved in contract tendering are provided with guidance 

  on the application of the contract tendering arrangements.

- The process for inclusion on the approved supplier list is reviewed  

   and redefined to include:

· An evaluation of the suppliers ability to undertake the work

· A risk assessment  

· The obtaining of satisfactory written references

- The approved supplier list reviewed, with the list extended to include:

· Date of approval.

· Details of type of works approved for.

· Value of works approved for.

· Date of review.

- The approved contractor list is utilised for all works valued at less 

   than £30,000 as detailed in the tender procedures.

- Single tender forms are completed prior to any works being

  undertaken in all cases where a single tenderer is invited, and forms 

  are dated.

42. Letting of Contracts to the JMJ Group

A BNDfC internal investigation into some of the issues covered by this audit review has already recommended to the Board that BNDfC cease trading with the JMJ Group. It is understood that Jack Davies and Bill Husband are also the sole directors of another company. It is recommended that BNDfC do not use the services of any company with which Jack Davies and/or Bill Husband have an involvement without a full, and transparent, assessment of the risks, and without obtaining satisfactory written references. The risks must include engaging with individuals, one of whom is believed to have been dismissed from the post of Deputy Chief Executive, and one of whom is believed to have been suspended and resigned from the post of Chief Executive, of an NDC, for alleged misuse of property.

43. Recruitment of Bill Husband

It recommended that:

- Should BNDfC undertake to make an interim appointment to a post, 

or look to appoint a consultant to undertake the duties of a post, or for   

any reason not follow normal recruitment procedures, the process is   

clearly documented, and agreed in advance by the Board, the owner 

of the process is clearly stated, and all those involved are made 

aware of the process. It would be preferably if the recruitment 

procedures were amended to cater for these instances.  

- Meaningful and relevant references are obtained for all appointments, 

including interim appointments, and the appointment of consultants to   

undertake the duties of a post.

- Where references, or other information, indicate a potential concern 

with a candidate, that information is made available to all members of 

the interview panel and a decision is made only after all panel members have had the opportunity to consider the information. For appointments to senior posts this should also be reported to the Board.

44. Independent Reviews

It recommended that Barber Harrison & Platt, and Voluntary Action Sheffield, are informed of the findings of this review and consider any issues that impact on the independent reviews they are currently undertaking.

Completion of this Review

45. The completion of this review would not have been possible without the co-operation of BNDfC staff and board members. Internal Audit would particularly like to thank John Clark and Ann Allen for their help and assistance.
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