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Agenda Iltem 6

Committee: Standards and General Purposes
Date: 30 July 2018

Agenda item:

Wards: All

Subject: Audited Final Accounts 2017/18

Lead officer: Caroline Holland, Director of Corporate Services
Lead Member: Clir Mark Allison — Cabinet Member for Finance
Contact officer: Roger Kershaw: AD of Resources 0208-545-3458

Key decision reference number: This report is written and any decisions taken are
within the Budget and Policy Framework Procedure Rules as laid out in Part 4-C of the
Constitution.

Recommendations:

1. That Committee approve the audited Statement of Accounts, including the
Group Accounts and the Pension Fund Accounts (Appendix 2), subject to any
further comments from the External Auditor.

2. That Committee note any comments made by the Pensions Fund Advisory
Panel regarding the Pension Fund Accounts.

3. To note EY’s Audit Results Report (Appendix 4) for the Pension Fund accounts
under the International Standard on Auditing (ISA) 260.

4. To note EY’s Audit Results Report (Appendix 3) for the Statement of Accounts
under the ISA 260. (To follow)

5. That the Chair signs the Statement of Responsibilities for the Statement of
Accounts (Appendix 2, page 154).

6. That the Chair signs Letters of Representation (Appendices 3 and 4) for the
Statement of Accounts and Pension Fund Accounts.

1. Purpose of report and executive summary

1.1 This report presents the audited Statement of Accounts for the year
ended 31t March 2018 for adoption by Standards and General
Purposes Committee in accordance with the statutory requirements
contained in the Accounts and Audit Regulations 2015 and the ISA
260.

1.2 The draft accounts are attached as Appendix 2 to this report. (To
follow). A summary of the draft Statement of Accounts is attached as
Appendix 1. Appendices 3 and 4 contain Ernst & Young's Audit
Results Reports on the main accounts and Pension Fund respectively,
including two Letters of Representation, one for the main accounts and
one for the Pension Fund. (To follow for the main accounts) Appendix 5
contains the Council’s revenue account, extracted from its Whole of
Government Accounts (WGA) submission.
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2.1

2.2

2.3

a)

b)

2.4

2.5

2.6

Details

Accounting Code of Practice: Section 21(2) of the Local Government
Act 2003 requires local authorities in the United Kingdom to keep their
accounts in accordance with “proper practices”. This is defined, for the
purposes of local government legislation, as meaning compliance with
the terms of the Code of Practice on Local Authority Accounting in the
United Kingdom, prepared by the CIPFA/LASAAC Joint Committee.
The Code specifies the principles and practices of accounting required
to give a “true and fair“ view of the financial position and transactions of
a local authority. In particular, it prescribes the accounting treatment
and disclosures for all normal transactions of a local authority.

The Code involves adaptations of International Financial Reporting
Standards and other pronouncements by the International Accounting
Standards Board (IASB) subject to such adaptations as are necessary
for the local government.

Accounts and Audit Regulations: These specify the timetable for
producing the Council’'s accounts which have been brought forward for
reporting the 2017/18 accounts and which are as follows:

That the Council's statement of accounts must be ready for audit by no later
than 31st May 2018 and in particular that the responsible financial officer
must sign and date the accounts and certify that it presents a true and fair
view of the financial position of the body at the year end and of that body’s
income and expenditure for that year. There is no requirement for approval
by committee at that stage.

That the committee of members must approve the Statement of Accounts by
the 31st July 2018. The accounts must be signed and dated by the chairman
of that committee and then published on the Council’s website.

In addition, if there are any amendments to the accounts, the Chief
Financial Officer must re-certify the presentation of the Statement of
Accounts by signing and dating the balance sheet signed on the 31st
May 2018.

Audit of the Council’s accounts: Ernst & Young are still carrying out
their planned audit on the Council’s accounts and expect to complete
their work by the date of the committee. Until the audit work is
complete, it is possible that amendments may arise. If they do, they will
be reported to this committee. Subject to satisfactory completion of the
remaining audit work, the results of the audit are that the accounts are
unqualified, that is, the financial statements give a true and fair view in
accordance with the Code of Practice on Local Authority Accounting in
the United Kingdom.

The audit work is continuing at a pace and the tighter timeframe in
which to close our accounts is creating a number of significant
challenges , both for the auditors and the Finance team. As such, the
draft accounts and the main Audit Results Reports will follow this
report. Officers will update the Committee members on progress at the
meeting.
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2.7

2.8

2.9

2.10

2.11

212

Members being satisfied with the audited accounts, Members are
requested to recommend that the Council approve the audited
accounts.

Audit Results Reports: Ernst & Young will issue its Audit Results
Reports (ARRs), under ISA 260. The auditors are required to comply
with the Auditing Standards contained under ISA 260, which covers
‘Communications of Audit Matters with those charged with
governance’. The auditor is required to report relevant matters relating
to the audit to those charged with governance. There is one ARR for
the Statement of Accounts and a separate ARR for the Pension Fund
accounts.

Letters of Representation: ISA 580, covering Management
Representation, requires that the auditor be provided with written
representation from management with appropriate responsibilities and
knowledge of the financial statements. This applies to the main
accounts and the Pension Fund Accounts.

ISA 260 requires that those charged with governance should sign
agreement to the Letter of Representation. After the Committee has
discussed and agreed the Letter of Representation, it has to be signed
by the Chief Financial Officer. The Chair of the Committee is then
required to sign agreement to the Letter of Representation. Copies of
the letters to be signed for the main accounts and the Pension Fund
accounts are included in Appendices 3 & 4.

Financial Summary: The audit work to date has also not resulted in
any changes to level of reserves.

Fund Balances and Reserves: Table 1 contains a breakdown of
revenue balances and reserves, which when the Collection Fund
balance is included, stand at £62.892m.

Page 3



Table 1: Reserves

213

Reserves 2016/17 2017/18
Audited Draft
Accounts Accounts
£000 £000
1. Usable reserves
General fund balance 12,778 12,778
General fund-schools 8,246 7,820
(oxcluding schools) 32508 33575
Ecar:omoalgked reserves- 8.597 6,548
Revenue reserves and 62,129 60,721
Unapplied capital receipts 22,986 15,512
Unapplied capital grants 7,251 10.479
Other usable reserves 30,237 25,991
Total usable reserves 92,366 86,712
2. Unusable reserves
Collection fund 1,395 1,171
Other unusable reserves (35,479) 27,343
Total unusable reserves (34,084) 28,514
Total reserves 58,282 115,226

The £63m increase in unusable reserves is due to increases in the
capital adjustment account (£20m) and revaluation reserve (£32m) and
pensions’ reserve (£11m). The increase in the capital adjustment
account is because financing entries exceeded capital adjustments, the
increase in the revaluation reserve is due to upward revaluations of
land and buildings and the increase in the pensions’ reserve was due

to changes in actuarial assumptions.
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Outturn Table 2 shows the final outturn for the year. The departmental
figures are those reported to the Cabinet. The underspend of £0.266m

is part of the £33.575m earmarked reserves in Table 1.

Table 2: 2017/18 Outturn and Budget Variances (subject to completion of audit)

2017/18 2017/18 2017/18
. Current .
Cabinet Outturn Report Budget Outturn Variance
£000 £000 £000
Department
Corporate Services 9,932 8,963 (969)
Children, Schools & Families 54,691 57,122 2,431
Community & Housing 64,480 65,654 1,174
Environment & Regeneration 18,271 16,810 (1,461)
Net Service Expenditure 147,374 148,549 1,175
Corporate Provisions 1,437 484 (953)
Total General Fund 148,811 149,033 222
Grants (28,999) (29,668) (669)
Business Rates (35,483) (35,302) 181
lC::l(J)rl]chn Tax and Collection (84,329) (84,329) 0
Funding (148,811) (149,299) (488)
Net overspend (funded from 0 (266) (266)
earmarked reserves)
5
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3.

41

4.2

5.1

5.2

5.3

54

6.1

7.1

8.1

Alternative options
None for the purposes of this report.
Consultation undertaken or proposed

Under the Accounts and Audit Regulations 2015, the Council is
required to make available, for a 30 working day period, copies of the
Statement of Accounts and related information for inspection by any
interested person. During this period, interested persons also have the
right to question the auditor, by prior appointment, about the accounts.
The inspection period ran from 1st June to 12th July 2018 and was
advertised on the Council’s website at www.merton.gov.uk/finance.

There were no queries raised on the accounts during this time.

Whole of Government Accounts (WGA)

The Whole of Government Accounts (WGA) process consolidates the
audited accounts of around 4,000 organisations across the public
sector in order to produce a comprehensive picture of the financial
position of the UK public sector. WGA is based on International
Financial Reporting Standards (IFRS) and is independently audited.

As an organisation within the WGA boundary, the Council is required
each year to complete a WGA return in order that HM Treasury can
produce the consolidated WGA accounts.

As part of Ernst and Young'’s audit work on the Council’s accounts, an
assurance statement, in respect of the WGA return, is provided to the

National Audit Office. EY expect to provide the assurance statement in
October.

The Council’s revenue account, extracted from the unaudited WGA
return, is attached as Appendix 5.

CHAS 2013 Ltd Audit

The Council’s wholly-owned subsidiary, CHAS2013 Ltd, will be audited
by Ernst & Young, commencing September. The audit of CHAS2013
Ltd’s accounts is not expected to have any material impact on the
Council’s accounts.

Timetable

The date for the final audit of the accounts has been brought forward
from the 30t September to the 31st July. Officers have worked closely
with the external auditors to achieve this deadline, but there are some
areas outstanding. There will be an update at the meeting.

Finance, resource and property implications

These are contained in the body of the report.
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9.

10.

11.

12.

13.

14.

Legal and statutory implications

9.1 These are contained within the report, Members are referred to the
Council’s Constitution, and in particular the Financial Regulations,
which are set out in Part 4f.

Human rights, equalities and community cohesion implications
10.1 None for the purposes of this report.
Crime and disorder implications
11.1 None for the purposes of this report.
Risk management and health and safety implications
12.1 None for the purposes of this report.
Appendices
13.1 The following documents are to be published with this report and form
part of the report
e Appendix 1: Summary Accounts for the year ended 31st March 2018
e Appendix 2: Statement of Accounts for the year ended 31t March 2018
(To follow)
e Appendix 3: Ernst & Young Audit Results Report and Letter of
Representation — Statement of Accounts (To follow)
e Appendix 4: Ernst & Young Draft Audit Results Report and Letter of
Representation - Pension Fund Accounts
e Appendix 5: Draft Whole of Government Accounts Revenue Account
2017/18
Background Papers
14.1 The papers used to compile this report are held within the Corporate

Services Department. Specifically, they include:-
o Statement of Accounts 2017/18
o Working papers for the accounting entries

o Code of Practice on Local Authority Accounting in the United Kingdom
2017/18.

o CIPFA- technical bulletins

Page 7



This page is intentionally left blank



LONDON BOROUGH OF MERTON Appendix 1
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

Summary Statement of Accounts
31st March 2018

INTRODUCTION
The purpose of this explanatory paper is to provide Council stakeholders with a guide to
the full Statement of Accounts and to give clear answers to the following key questions:

¢ What did our services cost in the year?
e Where did the money come from?
e What are our assets and liabilities?

It is both a summary and an interpretation of the accounts, highlighting the key issues
that have arisen during the financial year. The full set of accounts and this summary are
available on the Council’s website at: https://www2.merton.gov.uk/council/finance.htm.

THE STATEMENT OF ACCOUNTS

The Statement of Accounts, which has been prepared in accordance with the Local
Authority Code of Accounting Practice, is the source of information for this paper, which
focuses on the following key areas:

Comprehensive Income and Expenditure Statement - Shows the net cost of Council
services and the income received from fees and charges and specific grants from
Central Government.

Balance Sheet - Shows the Council’s assets and how they have been financed.

Pension Fund - Shows member contributions to the fund and the benefits paid from it,
together with details of investment activity during the year. It excludes Pension Fund
liabilities.

FINANCIAL HIGHLIGHTS 2017/18

e The Council spent £33m (£31m in 2016/17) on capital schemes including a lease
on the new Colliers Wood library valued at £0.5m.

e Total net assets increased £57m, comprising a £63m increase in unusable
reserves and a £6m reduction in usable reserves. The £63m increase in
unusable reserves was due to a £52m increase in capital reserves and an £11m
increase in the pensions reserve.

e Borrowing decreased from £128m at 31/03/16 to £114m at 31/03/18.

e The Council has a net underspend against £0.3m against its budget in 2017/18,
which has been added to earmarked revenue reserves.
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LONDON BOROUGH OF MERTON Appendix 1
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

REVENUE SPENDING

Merton’s net cost of services was £166.9m, attributable to services as shown below:

Service Areas
Gross Gross Net

Expenditure Income Expenditure

£m £m £m
Children, Schools and 228.20 | (164.40) 63.8
Families
Community and 92.20 (24.0) 68.2
Housing
Corporate Services” 138.60 | (126.2) 12.4
Environment and 62.20 | (40.20) 22.0
Regeneration
Public Health 11.50 (11.0) 0.5
Net Cost of Services 532.70 | (365.80) 166.9

* Includes Housing Benefits

Distribution of Net Expenditure

2 2 2 = £
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3 o © G 3
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Q = c = [} =]
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o

38% 41% 7% 13% 0%
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LONDON BOROUGH OF MERTON Appendix 1
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

How was expenditure funded?

Other than income collected by departments from fees, charges and specific
government grants, services are paid for from revenue support grant, which is money
from Central Government, contributions from the business rates pool, council tax and
special grants for specific purposes. The following chart shows the actual funding of the
net cost of services from local taxation and non-specific grant income:

£84.6m Council
Tax

£26.2m Business 51%

Rates
16%

£40.7m Non

Ringfenced Grants £16.1m Capital
249, Grants &

Contributions
10%
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LONDON BOROUGH OF MERTON Appendix 1
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

CAPITAL SPENDING

Capital expenditure relates to spending on fixed assets such as buildings and
equipment where the benefits to the authority last for more than one year. The Council
spent £32.7m in 2017/18 as shown below.

£3.6m Revenue
Expenditure
Funded from

Capital Under
Statute™ , 1% —

£0.7m Intangible
Assets, 2%

£28.4M Property,
Plant and
Equipment, 87%

*This is revenue expenditure, which can be funded from capital resources under
statutory requirements.

Capital spending was financed from a variety of resources as shown below.

£0.5m Borrowing £16.4m
leasing , 1% Government
_ Grants & Other
£12m Capital Contributions, 50%
Receipts, 37%

£3.8m Direct
Revenue Funding,
12%
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LONDON BOROUGH OF MERTON
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

Appendix 1

Capital expenditure and the budget for the next four years, is shown by department in
the following table. The budget is based upon the budget approved in February 2018

plus slippage.:

Department

Outturn
2017/18*

£000s

2018/19

£000s

Capital Budget

2019/20

£000s

2020/21

£000s

2021/22

£000s

Children, Schools & Families 6,036 16,082 8,107 3,202 650
Community and Housing 1,111 937 480 630 280
Corporate Services 8,244 28,533 15,818 3,945 3,862
Environment & Regeneration 16,840 22,772 9,060 5,017 4,052
Total 32,231 68,324 33,465 12,794 8,844
o Excludes the value of a new lease for the Colliers Wood library valued at £0.5m.
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LONDON BOROUGH OF MERTON Appendix 1
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

FINANCIAL HEALTH

The Balance Sheet gives a snapshot of the Council’s financial position at the year-end
(i.e. 315t March 2018). It shows what the Council owns (its assets) and what it owes (its
liabilities) and the funds which support them.

Summary Balance Sheet

As at 31st As at 31st
March 2017 March 2018

£m £m
Fixed and Other Long Term Assets 529 579
Current Assets including investments, cash 134 118
and debtors
Current Llapllltles including creditors and short (78) (65)
term borrowing
Total Assets Less Current Liabilities 585 632
Long term borrowings (113) (113)
Other liabilities and provisions (46) (46)
Pension Fund Liability (368) (357)
Total Long Term Liabilities (527) (516)
Total Net Assets 58 116
Represented by:
Reserves and balances which can be spent (92) (87)
Reserves and balances which cannot be spent 34 (29)
Total Net Worth (58) (115)
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LONDON BOROUGH OF MERTON Appendix 1
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

RESERVES AND FUND BALANCES

In total, the Council now has usable reserves and fund balances amounting to £87m,
£26 capital receipts and grants, and £61m fund balances and revenue reserves which
are broken down below.

Breakdown of Fund Balances and Revenue Reserves

£40.2m Revenue
Reserves
66%
// B - B _
! £12.8m General
£8.2m General Fund
Fund Held For 21%
Schools
13%

PENSION FUND

The pension scheme is financed by contributions from employees and the employer,
together with income and proceeds from investments administered by the Council. The
Council is required to report the assets and liabilities stand on an IAS19 commitment
basis. On this basis, the assets in the scheme increased by £5m during the year to
£604m and the estimated pension liability fell by £6m to £961m, leading to a £11m
reduction in the pension deficit, which stands at a notional £357m. Although this is a
significant notional liability, the basis on which the pension deficit is valued for funding
purposes is determined by a separate triennial actuarial valuation. Under the latest
actuarial valuation, the Council has a 12-year plan to eliminate the deficit.
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LONDON BOROUGH OF MERTON Appendix 1
Summary Accounts 2017/18 (DRAFT ACCOUNTS)

CABINET REPORTING

The revenue outturn in the Statement of Accounts has been prepared in accordance
with the CIPFA Code of Practice, which is based on IFRS accounting. A reconciliation
of the Cabinet reporting, which is used for management purposes, to the CIPFA Code
of Practice reporting is provided within the 2017/18 Statement of Accounts as disclosure
note 1.

Disclaimer: - All of the figures in this summary have been compiled having due regard
to proper accounting practice. In order to provide simplified and meaningful summary
information, some figures have been combined.
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Comprehensive Income and Expenditure Accounts: Net Cost of Services

Employees
Direct employee expenses:

Indirect employee

Salaries & wages

Employers NICs

IAS19 Defined Benefit Pension Costs

Employers pension current service costs

Employers pension past service costs

Recognition of gain/loss on settlement of pension liability

Pension contributions defined contribution plans and other
external schemes (includes Teachers Pension Scheme)

Agency staff

Employee expenses

Apprenticeship Levy (should be approx 0.5% of staff costs)

Other

Premises

Transport

Supplies & Services

Third-Party Payments

Transfer Payments

Support Services

Employee-related provisions expense
Debits resulting from soft loans to staff
Total Employee Costs

Business Rates [no CPID]
Premises related provisions expense

Other premises related expenditure

Total Premises Costs

Transport related provisions expense
Other transport related expenditure
Total Transport

Audit costs
PFl service charge

Provisions expense

Other purchases of supplies & services

Total Supplies & Services

Independent units within the council

Joint authorities

Other local authorities

Health Authorities (incl. NHS Trusts, Primary Care Trusts etc)
Government departments

Levies (included within service lines)

All other bodies

Total Third-Party Payments

[ELG, WLG, SLG ONLY] Housing benefit (payments to taxpayers) [no CPID]
Other transfer payments
[WLG ONLY] Repayment of Grants to WAG WAG

Payment to Welsh Government to buy out HRA subsidy (Settlement payment) WCF
Total Transfer Payments

Total recharged cost from support functions

Depreciation & Impairment Losses

Other Expenditure

Income

Other items (Group
Accounts Only)

Depreciation

Amortisation of intangible assets

Revaluations

Impairment

Movement in fair value of investment property
Total Depreciation and Impairment Losses

Miscellaneous expenditure - please analyse in table below
Total other expenditure

[ELG, WLG, SLG ONLY] Dwelling rents (gross) within the Housing Revenue

Account (HRA)

[ELG, WLG ONLY] Cost of NNDR Collection Allowance (treated as income) [no CPID]
Miscellaneous income

Government Grants and Contributions (received from bodies within WGA boundary)
[ELG, WLG ONLY] New Homes Bonus / [WLG] Income from other local authoritic CLG

[WLG ONLY] Welsh Government Revenue Grant WAG
[ELG, WLG ONLY] PFI Special Grant (component recognised in NCS)

[ELG, WLG ONLY] Public Health Grant PHE
[ELG, WLG, SLG ONLY] Rent Allowance: subsidy DWP
[ELG, WLG, SLG ONLY] HRA Rent Rebates: subsidy bwpP
[ELG, WLG, SLG ONLY] Non-HRA Rent Rebates: subsidy bwp
[ELG, WLG, SLG ONLY] Housing Benefit Subsidy Admin Grant DWP
[ELG ONLY] Pupil Premium DfE
[ELG ONLY] Dedicated Schools Grant DfE
[ELG ONLY] Education Services Grant DfE
[ELG ONLY] GLA Transport Grant DfT

EU current grants

Other revenue grants & contributions (from Government and other WGA bodies)
Other Non-Govt revenue grants & contributions

Capital Grants and Contributions

Capital grant income (from Govt bodies)

Capital grant income (EU grants)

Capital grants & contribution income (from non-Govt)

Amounts released from receipts in advance (deferred income) [no CPID]
Customer & client receipts

recharge receipts

external receipts (fees & charges for services)

Other Operating Income - please analyse in table below

Apprenticeship Levy - Notional Income

Apprenticeship Levy - Notional Expense

Total Income

Associates and joint ventures

[SCOTLAND ONLY] Police, Fire, SESTRAN & Strathclyde Partnership for Transport
Share of Surplus/Deficit of Assocs & JVs (Recognised within NCS, net of tax)
Total Other items (Group Accounts Only)

NET COST OF SERVICES

ER's NIC %

£000 £000

206,953

1428

8,666

0
4,064

199
2,653

10,094

4,064

916

77,188

90,166

81,829
9,049

29,561 | 29,561 |

18,474

18,684

9]
I

-264

-4,148

-10,727
-82,137

-909
-5,921
-142,860
-3,497

28,886
4,797
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CI&E Account: Net Operating Expenditure and Surplus/Deficit for the year

£'000

NET COST OF SERVICES

Corporate Income and Expenditure:

Provisions expense (any amount not in NCS) 0
Trading operation results - Income -5,016
Trading operation results - Expense 5,194
Other corporate income 0
Other corporate expense 0

(Following Group Accounts Only)

[SLG ONLY] Police, Fire, SESTRAN & Strathclyde P'ship for Transport

Share of Surplus/Deficit of assoc & JVs (not recognised within NCS, net of tax):
Taxation payable of subsidiaries

Minority interest share of profits or losses of subsidiaries

Corporate Income and Expenditure: 178

o|o|o|o

Other Operating Expenditure
Levies (not included in service lines) 933
Net gains/losses on disposal of PPE -4,001
Net gains/losses on disposal of intangibles 0
Net gains/losses on disposal of assets held for sale
[ELG, WLG ONLY] Local (Parish Council) Precepts
[ELG, WLG ONLY] Amounts payable to Housing Capital Receipts Pool COMO085

Other Operating Expenditure -3,068

Financing and Investment Income and Expenditure
Interest Payable and similar charges

o|o|o

Interest element of on-balance sheet PFI contract 3,441
Finance charges for finance leases (non-PFl) 32
Impairment losses - debtors 0

Impairment losses on other financial instrumts in the loan & receivables (less debtor

impmt shown separately above) & available-for-sale assets categories 0
Losses arising on the derecognition of financial instruments 0
Interest paid - within govt 6,592
Interest paid - bank loans & overdrafts (Non-Govt) 0
Interest paid - other borrowings (Non-Govt) 0
Net interest on the net defined benefit liability (asset) 9,718
Premeasurements of the net defined benefit liability (asset) recognised in the pensions reserve 0
Interest and investment income -1,630
Income & exp in relation to investment properties and changes in their fair value
Rental Income from investment properties 0
Direct operating expenses arising from investment properties 0
Net Gains/Losses on disposal of investment properties 0
Movement in fair value of investment property
Dividends receivable - associates, joint ventures & subsidiaries -1,340
Dividends receivable - other (within Government) 0
Dividends receivable - other (non-Government) 0
Net gains/losses on financial instruments carried at fair value through profit or loss 0
Financial instruments fee income/expense (from sheet Fin Inst (15)) 18
Financing and Investment Income and Expenditure 16,831

Taxation and Non Specific Grant Incomes

[ELG, WLG, SLG ONLY] Income from Council Tax -84,579
[ELG, WLG, SLG ONLY] Revenue Support Grant CLG/WAG / SG -15,519
[WLG ONLY] Income from police precepts (recognised in PCC accounts as income from council 0
tax)
[ELG, WLG ONLY] Non domestic rates retained income (Local Share) [no CPID] -26,174
ELG, SLG, NILG ONLY] NDR Top up payments from central
: government / [SLG]] NDR (Dils)trisugez NDR Pool) / [NILG] District Rate CLG/SG/NCF 8,501
[ELG ONLY] NDR Tariff payments to central government CLG 0
[ELG ONLY] NDR Safety net payments from central government CLG 0
[ELG ONLY] NDR Levy payments to central government CLG 0
[ELG, WLG, SLG ONLY] Police Grant HO/SG 0
[ELG ONLY] Greater London Authority General Grant CLG 0
[ELG, WLG ONLY] PFI Special Grant (not in NCS) -4,797
Other government grants (non-capital) -11,434
Other Grant Income & contributions (from non-Govt bodies) 0
[ELG, WLG, SLG ONLY] LA levy income 0
[ELG, WLG, SLG ONLY] Business Rates Supplement Income 0
Amounts released from receipts in advance (deferred income) [no CPID] -4,892
[WLG ONLY] EU Grants 0
Capital Grants and Contributions

-8,230

Capital grant income (from Govt or other WGA bodies)
-2,955

Capital grant & contribution income (from non-Govt bodies)

Taxation and Non Specific Grant Incomes -167,481
SURPLUS(-)/DEFICIT ON THE PROVISION OF SERVICES
Other comprehensive income and expenditure (as per row 16 to 23 of LP-Reserves worksheet)

TOTAL COMPREHENSIVE INCOME AND EXPENDITURE
Page 51




This page is intentionally left blank



Agenda Item 9

LONDON BOROUGH OF MERTON

WHISTLEBLOWING POLICY

Tyt

merton

July 2018

PRgs =3



CONTENTS

Section Page
1 | Policy Statement 3
2 | Introduction 4
3 | Purpose of the policy 4
4 | Scope 4
5 | What types of activity would Whistleblowing apply to? 5
6 | Raising unfounded malicious concerns 5
7 | Harassment or Victimisation 6
8 | Main Principles 6
9 | What Protection have you got? 6
10 | Support for employees 7
11 | Confidentiality 8
12 | Anonymous Allegations 8
13 | What action should you take? 9
14 | How will the Council respond? 9
15 | How the matter can be taken further 11
16 | Relationship with other employee procedures 12
17 | Corporate, Recording, Monitoring and Review of Whistle Blowing | 12
18 | Mediation and dispute resolution 12
19 | Accountability 13
20 | Conclusion 13
21 | In Summary 13

Page 54

of 13




1.1

1.2

1.3

1.4

1.5

1.6

London Borough of Merton

Whistleblowing Policy

Policy Statement

The London Borough of Merton is committed to achieving the highest possible
standards of service, including honesty, openness and accountability, and
recognises that employees have an important role to play in achieving this
goal.

All of us at one time or another has concerns about what is happening at work.
Usually these concerns are easily resolved. However, when you are troubled
about something that involves a danger to the public or colleagues,
misconduct or malpractice or wrongdoing with affects others, it can be difficult
to know what to do.

You may be worried about raising such an issue, perhaps feeling it's none of
your business or that it’s only a suspicion. You may feel that raising the matter
would be disloyal to colleagues, to managers or to the Council. You may have
said something but found that you have spoken to the wrong person or raised
the issue in the wrong way and are not sure what, if anything, to do next.

The London Borough of Merton has introduced this policy to enable everyone
to blow the whistle safely so that such issues are raised at an early stage and
in the right way. We know from experience that to be successful we must all
try to deal with issues on their merits. The Council welcomes your genuine
concerns and is committed to dealing responsibly, openly and professionally
with them. Without your help, we cannot deliver a safe service and protect the
interests of the public, staff and the Council. If you are worried, we would
rather you raised it when it is just a concern than to wait for proof.

If something is troubling you, which you think we should know about, or look
into, please use this procedure. If, however, you are aggrieved about your
personal position, please use the Grievance Procedure. This Whistleblowing
procedure is primarily for concerns where the interests of others or of the
Council are at risk.

The Council has an Anti-Fraud and Corruption Strategy and an Anti-Money
Laundering Policy. These are available on the Council’s website. Where a
concern relates to an employee or Member of the Council failing to comply
with the Anti-Money Laundering Policy this concern can be raised in
accordance with this Whistleblowing Policy. The Anti-Fraud and Corruption
Strategy sets out the ways in which the Council prevents, detects and
investigates fraud and corruption. A concern about fraud and corruption can
also be raised through in accordance with this Whistleblowing Policy.

Pa9% >°



2.2

2.3

24
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4.2

4.3

Introduction

The London Borough of Merton seeks to ensure that all of its activities are
conducted to a high standard and with integrity. In the event that employees or
members of the public become aware of activities that give cause for concern,
the following Whistleblowing policy, or code of practice, will be followed. This
policy acts as a framework to allow concerns to be raised confidentially and
provides for a thorough and appropriate investigation of the matter to bring it
to a satisfactory conclusion.

The London Borough of Merton is committed to tackling fraud and other forms
of malpractice and treats these issues seriously.

The London Borough of Merton recognises that some concerns may be
extremely sensitive. It has therefore, developed a system that allows for the
confidential raising of concerns within the Council environment but also has
recourse to an external party outside the management structure of the
Council.

The London Borough of Merton is committed to creating a climate of trust and
openness. A person who has a genuine concern or suspicion can raise the
matter with full confidence that it will be appropriately considered.

Purpose of the policy
The purpose is as follows:

¢ To encourage you to feel confident in raising concerns.

e To provide the you with a confidential method of raising concerns.

e To enable you to confidentially raise concerns within the Council
environment.

e To ensure you receive a response to your concerns and if not satisfied
you are aware of how to pursue them.

e To reassure you that you will be protected from reprisals or
victimisation where you reasonably believe the disclosure to be made
in the public interest.

Scope

Council employees including schools, agency staff, trainees, apprentices,
volunteers, consultants and interim managers, or any self employed staff
employed on council business.

The policy applies to contractors working for the Council and partner agencies.
It also covers any suppliers and those providing services under a contract or in
partnership with the Council in their own premises.

This policy is in addition to the Council's Complaints, Grievance,and other
statutory reporting procedures that may apply to some sections.
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4.4

4.5

This policy is not part of the disciplinary procedures, although disciplinary
action may result from the use of this policy.

This policy is not designed to be used for allegations that fall within the scope
of other procedures (for example child or vulnerable adult protection) which
will normally be referred for consideration under those procedures, unless
there is good reason to believe that the procedure is not being followed or will
not be followed effectively.

This Whistleblowing procedure is primarily for concerns where the interests of

others or of the Council are at risk.

5

5.1

6.1

7.1

What types of activity would Whistleblowing apply to?

The type of activity or behaviour that the Council considers should be dealt

with under this policy includes:

¢ Action which is contrary to the code of conduct for employees or
members.

e The inappropriate use of the Council's standing orders and financial
procedures.

e Corruption, bribery or blackmail

e Dangerous procedures risking Health and Safety, including risk to the
public as well as other employees.

e Services that fall below approved standards or practice.

e Sexual or physical abuse of clients, or

Other unethical conduct, including deliberate concealment of

information relating to the above.

Damage to the environment.

The unauthorised use of public funds.

Conduct which is a criminal offence or a breach of law.

Disclosures related to miscarriages of justice.

Involves possible fraud or financial irregularity

Failure to comply with legal or regularity duty or obligation..

Raising unfounded malicious concerns

You are encouraged to come forward in good faith with genuine concerns with
the knowledge they will be taken seriously. If you make an allegation in good
faith, but it is not confirmed by the investigation, no action will be taken against
you. However, when it appears that there are clear grounds for suggesting
that you may have acted frivolously, maliciously or vexatiously, this will be
taken seriously and may constitute a disciplinary offence.

Harassment or Victimisation

The Council is committed to good practice and high standards and wants to be
supportive of employees.
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7.2

7.3

8

8.1

9.2

9.3

9.4

The Council recognises that the decision to report a concern can be a difficult
one to make. If what you are saying is true, you should have nothing to fear
because you will be doing your duty to your employer and those for whom you
provide a service.

The Council will not tolerate any harassment or victimisation (including
informal pressure) and will take appropriate action to protect you when you
raise a concern.

Main Principles

The following important principles are contained within this policy:

a) The policy is complementary to the Council's Code of Conduct for
employees, Code of Conduct for members and Procedures relating to
Member complaints;

b) The Chief Executive has overall responsibility for the maintenance and
operation of this policy;

c) It contains the provisions that are required from the Public Interest
Disclosure Act 1998, and requirements under the common law "duty
of care", e.g., to:

e Draw attention to any matter considered damaging to the interest
of service users, carers or colleagues,

e Put forward suggestions which may improve quality of service,

e Correct any statutory omission,

e Prevent malpractice;

d) That the Council is committed to tackling malpractice and that
employees know that any matter regarding malpractice and other illegal
acts will be dealt with seriously;

e) If a matter raised results in any disciplinary action, the Council's
disciplinary procedure will apply.

What protection have you got?

The Public Interest Disclosure Act 1998 offers protection to workers from any
detriment from their employee that arises from the worker making the
disclosure (whistleblowing).. This Act has both the support of employers’
organisations and Trade Unions.

The Council will not tolerate any harassment or victimisation (including
informal pressures).

Under the Act, you will be required to resolve your concerns directly with the
Council to a prescribed person (listed below) and will be protected from
victimisation if in the last resort you have to take your concerns to an outside
body.

Protection is provided to an employee where disclosure has been made with
an honest and reasonable belief that the malpractice has occurred, is
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9.5

9.6

10
10.1

10.2

10.3

10.4

10.5

10.6

occurring or is likely to occur. You will also be protected if you make your
disclosures to an external body as long as they honestly and reasonably
believe that the allegations are substantially true.

If appropriate, for members of staff, the Council’s Dignity at Work procedure
will apply to those who carry out unacceptable behaviour. Any investigation
into allegations of potential malpractice will not influence or be influenced by
any disciplinary, grievance, capability or redundancy procedures.

The council cannot give legal advice to workers about disclosing information
to us and whether whistleblowers will receive the legal protections offered by
PIDA. Individuals will need to seek their own legal advice in relation to how
the protection afforded by PIDA affects them.

Support for Employees

It is recognised that raising concerns can be difficult and stressful. Advice and
Support is available via an employee’s line manager, Departmental Human
Resources or Trade Union representative. It must be recognised that
employees who are subject to investigation following concerns being raised
will also be entitled to support from the same sources, although not from the
same individuals. The Council provides Employee Assistance Programme
(EAP) for members of staff which can provide support including regarding
employment issues, consumer rights. This service is free to employees and is
available 24 hours a day, 7 days a week, 365 days a year. Contact details are
available on the intranet at: http://intranet/staffcounsellingservice.

Employees can also discuss their concerns with Public Concern at Work.
http://www.pcaw.org.uk/ or telephone 020 7404 6609.

The Council will take steps to minimise any difficulties which you may
experience as a result of raising a concern. For instance, if you are required to
give evidence in criminal or disciplinary proceedings the Council will arrange
for you to receive advice about the procedure.

Help will be provided to you in order to minimise any difficulties which you may
experience. This may include advice on giving evidence if needed. Meetings
may, if necessary be arranged off-site with you and with you being
represented, if you so wish.

If you believe that you have suffered a detriment for having raised a concern,
you should report this.

If you are not satisfied with the action taken by the Council and feel it’s right to
question the matter further may consider the following possible contact points:

External Auditor

the employee's Trade Union

the Citizens Advice Bureau and / or law centre / firm
relevant professional bodies or regulatory organisations
the Local Government Ombudsman

the Information Commissioner
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11
11.1

11.2

11.3

11.4

11.5

12

12.1

12.2

13

13.1

13.2

e arelevant voluntary organisation
e the Police and/ or Health and Safety Executive

Confidentiality

Wherever possible the London Borough of Merton seeks to respect the
confidentiality and anonymity of the Whistleblower and will as far as possible
protect you from reprisals. The Council will do its best to protect your identity
when you raise a concern and do not want your name disclosed. However, it
must be appreciated that the investigation process may reveal the source of
the information and a statement by you may be required as part of the
evidence in criminal proceedings or Employment Tribunals.

The Council will endeavour to ensure your identity will not be disclosed to third
parties without a court order.

The Council will not tolerate any attempt to victimise you or attempts to
prevent concerns being raised and will consider any necessary disciplinary or
corrective action appropriate to the circumstances.

The confidentiality of service users will not be compromised as employees
have a duty in law and within their professional codes of conduct to maintain
this.

Where the procedure allows a matter to be taken outside the Council, you
should not disclose confidential information unless the information relates to
the matter under investigation and until the internal procedures have been
exhausted. No confidential information shall be disclosed externally in a
frivolous or vexatious manner.

Anonymous allegations

This policy encourages you to give your name when making an allegation.
Concerns expressed anonymously are usually much less powerful, but they
will be considered at the discretion of the investigating officers.

In exercising the discretion, the factors to be taken into account would include:

the seriousness of the issues raised

the credibility of the concern and

the likelihood of confirming the allegation from attributable sources
the evidence base

What action should you take?

The London Borough of Merton encourages you to raise the matter internally
in the first instance. This allows staff and those in positions of responsibility
and authority the opportunity to right the wrong and give an explanation for the
behaviour or activity.

As a first step you should normally raise concerns with your line manager or
the line manager’s manager.
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13.3

13.4

13.5

13.6

13.7

13.8

13.9

14
14.1

14.2

If the circumstances make contacting a line manager not appropriate then you
can use the Whistleblowing Hotline 020 8871 8383.

The following officers can be contacted: -

Chief Executive 020 8545 3332

Leader of the Council 020 8545 3424

Head of Internal Audit 020 8545 3149

South West London Fraud Partnership hotline 020 8871 8383

Assistant Director Corporate Governance (Monitoring Officer) 020

8545 3338

e Head of Head of Organisational Development &HR Strategy 020
8545 3152

e Chair of the Standards and General Purposes Committee (contact

democratic services on 020 8545 3864)

You may prefer to raise the matter in person, by telephone or in written form
marked private and confidential and addressed to one of the above named
individuals. All matters will be treated in strict confidence and anonymity will
be respected wherever possible.

Concerns made in writing should set out the background and history of the
concern, giving names, dates and places where possible and the reason why
there are particular concerns about the situation. The earlier the concern is
expressed, the easier it is for someone to take action.

If you need advice and guidance on how matters of concern may be pursued,
this can be obtained from Departmental HR Managers, or the Internal Audit
service.

Because of the difficulty of raising a concern, a trade union or work colleague
may raise the matter on behalf of you, or accompany you when making the
allegation.

If you are not in a formal line management relationship because of your
employment relationship, e.g., agency staff or contractors, you should first
discuss your concerns with a relevant colleague or manager within the
service.

How will the Council respond?

The individual who receives the information or allegation will assemble the
information made available to them. The details of the allegation are then
immediately passed on to Internal Audit in order that it can be included on the
central Whistleblowing register.

An appropriate investigating officer is then appointed by the relevant service,
dependent on the nature of the allegation. The investigating officer(s) will carry
out a preliminary investigation. This will seek to establish the facts of the
matter and assess whether the concern has foundation and can be resolved
internally. The initial assessment may identify the need to involve third parties
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14.3

14.4

14.5

to provide further information, advice or assistance. This could involve for
example members of staff, the Audit service, external audit, legal or HR
advisors, or the police. Concerns or allegations, which fall within the scope of
specific procedures (e.g., child protection, Health and Safety or discrimination
issues), will normally be referred for consideration under those procedures. It
may be decided to employ an outside firm to undertake the investigation or it
may be passed to external audit to investigate, depending on the nature of the
allegation.

Fraud allegations will be passed to the South West London Fraud Partnership
to carry out the investigation.

Records will be kept of work undertaken and actions taken throughout the
investigation. The investigating officer(s), will consider how best to report the
findings and what corrective action needs to be taken. This may include some
form of disciplinary action or third party referral such as the police.

The amount of contact between the officers considering the issues and you
will depend on the nature of the matters raised, the potential difficulties
involved and the clarity of the information provided. If necessary, further
information will be sought from you as part of the investigation process. If you
are a Council employee, and the investigating officer has invited you to attend
a meeting, you will have the right to be accompanied. This should be a
representative of a recognised trade union, or a work colleague who is not
involved in the area of work to which the concern relates.

14.6 The Council will take steps to minimise any difficulties that you may experience

14.7

14.8

14.9

15

15.1

as a result of raising a concern. For instance, if you are required to give
evidence in criminal or disciplinary proceedings, the Council will advise on the
procedure.

You will be informed within 4 weeks of receipt of the Whistleblowing, how and
by whom the concerns will be handled and an estimate of how long the
investigation will take and where no further action is proposed, reasons for this
decision.

Subiject to legal constraints, you will be informed of the overall conclusion of
the investigation however you will not be provided with specific details of any
proposed disciplinary action, as these will remain confidential to the
individual(s) concerned.

If you are dissatisfied with the conduct of the investigation or outcome of the
matter or have genuine concerns that the matter has not been handled
appropriately, or feel you have suffered a detriment for raising the concern,
you should report this to the Chief Executive or appropriate nominated officer.
You are entitled to independent advice on this.

How the matter can be taken further

This policy is intended to provide you with a way in which concerns can be
raised and resolved within the Council.

Pa%e 62

of 13



15.2

15.3

15.4

15.5

15.6

15.7

In exceptional circumstances you may consider the matter too serious or
sensitive to raise within the internal environment of the Council. In this
instance depending on the nature of the concern, the matter could be directed
to the police or local MP (contact through directory enquiries or local
telephone directory).

The Comptroller and Auditor General is a prescribed person, to whom external
persons can make disclosures relating to “the proper conduct of public
business, value for money, fraud and corruption in relation to the provision of
public services”. Their Whistleblowing hotline 020 7798 7999

The Act does not require the C&AG to investigate every disclosure s/he
receives; their decision whether or not to investigate is based upon various
criteria designed to ensure the most effective use of the resources at their
disposal in safeguarding the public interest.

The Comptroller and Auditor General
National Audit Office

157-197 Buckingham Palace Road
London SW1W 9SP

The councils external auditor is Ernst & Young:- http://ey.com

Ernst & Young

1 More London Place
London SE1 2AF
Tel: 020 7951 2000

The Local Government Ombudsman can also be contacted, they will not
however, take any action until the allegation has been dealt with internally first.
They can be contacted at: - http://www.lgo.org.uk/

Telephone the LGO Advice Team on 0300 061 0614 or Text ‘call back’ to
0762 481 1595.

In addition, information and advice can be obtained from the charity Public
Concern at Work. This charity provides free advice for employees who wish to
express concerns about fraud or other serious malpractice. They can be
contacted at:-

Public Concern at Workk http://www.pcaw.org.uk/
Whistleblowing Advice Line: 020 7404 6609 e mail: whistle@pcaw.co.uk
General enquiries: 020 3117 2520

Public Concern at Work
CAN Mezzanine
7-14 Great Dover Street London SE1 4YR

15.8 Further information may be obtained from the following:

Citizens Advice Bureau https://www.citizensadvice.org.uk/about-us/contact-
us/
The Information Commissioner http://www.ico.gov.uk/
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16

16.1

16.2

16.3

17

171

18

18.1

18.2

19

19.1

19.2

Health and Safety Executive http://www.hse.gov.uk/

Care Quality Commission http://www.cqc.org.uk/contact-us/report-
concern/report-concern-if-you-are-member-public

Ofsted (Whistleblowing hotline) 0300 123 3155
whistleblowing@ofsted.gov.uk

Relationship with other employee procedures

The Whistleblowing Policy is not designed to replace the Grievance or Dignity
at Work Procedures because it exists for clearly defined reasons.

An issue considered under the Whistleblowing Policy may lead to action under
the Council’s Disciplinary Procedure and/or action by the Council’s Audit
service, SWLFP or the police.

The Council’'s Code of Conduct outlines the approach employees must take
regarding contact with the media. It is particularly important that disclosures
are not made directly to the media but are initially directed through the
Whistleblowing Policy if appropriate. Failure to do this may expose vulnerable
clients to public view and may expose the employee to disciplinary action.

Mediation and dispute resolution

If we believe that the issues relate more to conflicts or trust between
managers and employees or other staff members, we will give consideration
at the earliest opportunity, to the use of mediators or officers from another
service in an attempt to resolve these conflicts, rebuild trust or support staff
who have raised concerns.

Accountability

Everyone should expect to be held accountable for adopting fair, honest and
open behaviours and practices when raising, receiving and handling concerns.

Individuals and service areas will be accountable for:

e poor practice in relation to encouraging the raising of concerns and
responding to them

e the victimisation of staff for making public interest disclosures

e raising false concerns in bad faith or for personal benefit

e acting with disrespect or other unreasonable behaviour when raising or
responding to concerns

Communication, Recording, Monitoring and Review of Whistleblowing

This policy will be communicated as appropriate and will be subject to regular
monitoring and review.

The Head of Internal Audit will maintain a Corporate Register containing all
concerns that are brought to her attention. This register will include details of
who raised the concern/s (if available), the department the concerns relate to,
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20

20.1

21

a brief summary of the concern/s, conclusion of the investigation, any action
taken and any other relevant information. The Head of Internal Audit will report
the number of whistleblowing cases received and a summary of the outcome
to Standards and General Purposes Committee on an annual basis.

Conclusion

Existing good practice within the Council in terms of its systems of internal
control both financial and non-financial and the external regulatory
environment in which the Council operates ensures that cases of suspected
fraud or impropriety rarely occur. This Whistleblowing policy is provided as a
reference document to establish a framework within which issues can be
raised confidentially internally and if necessary outside the management
structure of the Council. This document is a public commitment that concerns
are taken seriously and will be actioned.

In Summary
DO
e Make an immediate note of your concerns
a) Note all relevant details, such as what was said in telephone or
other conversations, the date, time and the names of parties
involved.
b) Note any documentary evidence that may exist to support your
claim but do not interfere with this evidence.
e Report your concerns
a) to your line manager or
b) to those listed above in 13.4
e Deal with the matter quickly. Any delay could allow the problem to
continue and escalate and evidence to disappear
e Think about risks and outcomes before you act
¢ Follow the guidance provided and contact the appropriate officer

DON’T

e Do nothing and let it go unreported

Be afraid of raising concerns

Approach and accuse individuals directly

Try and investigate the matter yourself

Convey your suspicions to anyone except those of the proper authority as
set out in our policy.

e Use the whistleblowing procedure to pursue a personal grievance

IF IN DOUBT - RAISE IT!
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