ﬁ-% North Yorkshire
820 County Council

Agenda

Meeting: Standards Committee

Venue: Meeting Room 2, County Hall,

Northallerton DL7 8AD
(see attached location plan)

Date: Friday 15 April 2016 at 10.00am

Recording is allowed at County Council, committee and sub-committee meetings which are open to
the public, subject to:- (i) the recording being conducted under the direction of the Chairman of the
meeting; and (ii) compliance with the Council’s protocol on audio/visual recording and photography
at meetings, a copy of which is available to download below. Anyone wishing to record must
contact, prior to the start of the meeting, the Officer whose details are at the foot of the first page of
the Agenda. Any recording must be clearly visible to anyone at the meeting and be non-disruptive.
http://democracy.northyorks.gov.uk/

Business
1. Minutes of the Meeting held on 21 September 2015.
(Pages 51to 10)
2. Declaration of Interests.
3. Public Questions or Statements.

Members of the public may ask questions or make statements at this meeting if they have
given notice to Steve Loach of Democratic Services (contact details below) by midday
Tuesday 12 April 2016. Each speaker should limit themselves to 3 minutes on any item.
Members of the public who have given notice will be invited to speak:-

o at this point in the meeting if their questions/statements relate to matters which are
not otherwise on the Agenda (subject to an overall time limit of 30 minutes);

o when the relevant Agenda item is being considered if they wish to speak on a

Enquiries relating to this agenda please contact Steve Loach Tel: 01609 532216
Fax: 01609 780447 or e-mail stephen.loach@northyorks.gov.uk (or 0800 220617 after office hours)
Website: www.northyorks.gov.uk



http://www.northyorks.gov.uk/
http://democracy.northyorks.gov.uk/

matter which is on the Agenda for this meeting.

4. Local Ethical Framework developments — Report of the Monitoring Officer.
(Pages 11 to 84)

5. Members’ attendance monitoring — Report of the Assistant Chief Executive (Legal and
Democratic Services)
(Pages 85 to 105)

6. Complaints update — Oral update by the Monitoring Officer.
7. Standards Bulletin — Report of the Monitoring Officer. (Report not yet available)
8. Other business which the Chairman agrees should be considered as a matter of

urgency because of special circumstances.
Barry Khan
Assistant Chief Executive (Legal and Democratic Services)

County Hall
Northallerton

April 2016
NOTES:
Emergency Procedures for Meetings
Fire
The fire evacuation alarm is a continuous Klaxon. On hearing this you should leave the
building by the nearest safe fire exit. Once outside the building please proceed to the fire

assembly point outside the main entrance

Persons should not re-enter the building until authorised to do so by the Fire and Rescue
Service or the Emergency Co-ordinator.

An intermittent alarm indicates an emergency in nearby building. It is not necessary to

evacuate the building but you should be ready for instructions from the Fire Warden.

Accident or lliness
First Aid treatment can be obtained by telephoning Extension 7575.



STANDARDS COMMITTEE

1. Membership

County Councillors (5)

Councillors Names Political Party
1 | GOSS, Andrew Liberal Democrat
2 | GRANT, Helen NY Independent
3 | JEFFELS, David (Vice-Chairman) Conservative
4 | PATMORE, Caroline (Chairman) Conservative
5 | SOWRAY, Peter Conservative
Total Membership - (5) Quorum - (3)
Con Lib Dem NY Ind Labour Liberal UKIP Ind Total
3 1 1 0 0 0 0 5

2.

Substitute Members

Conservative

Liberal Democrat

Councillors Names

Councillors Names

BARKER, Arthur

SHIELDS, Elizabeth

FORT, John BEM

SWEIRS, Helen

SANDERSON, Janet

Zlo|h|lw [N

Y Independent

O WINF

abour

Councillors Names

Councillors Names

BARRETT, Philip

QW IN|F-

QB IWIN|F-

Note:
(i) The Standards Committee is now subject to the rules on political balance.

(i) The Independent Persons for Standards are Hilary Gilberston MBE and Louise Holroyd.

TERMS OF REFERENCE

As set out in Article 9.03 of the Constitution
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ITEM 1

North Yorkshire County Council

Standards Committee

Minutes of the meeting held on Monday 21 September 2015 at 10.00am at County Hall,
Northallerton.

Present:-

County Councillors Caroline Patmore (Chairman), Andrew Goss, Helen Grant and Peter
Sowray; together with Independent Persons Hilary Gilbertson MBE and Louise Holroyd.

Apologies were received from County Councillor David Jeffels.

Copies of all documents considered are in the Minute Book

County Councillor Andrew Goss declared a non-disclosable, non-pecuniary interest in
relation to the item on dispensations in respect of him being a Member of Harrogate Area
Committee at which the issue had previously been discussed.

32.

33.

34.

Minutes
Resolved -

That the minutes of the meeting held on 20 March 2015, having been printed and
circulated, be taken as read and be confirmed and signed by the Chairman as a
correct record.

Public Questions or Statements

There were no questions or statements from members of the public.
Local Ethical Framework Developments

Considered -

The report of the Monitoring Officer updating Members of the development of the
Ethical Framework under the Localism Act 2011.

The report provided details of the Committee on Standards in Public Life (CSPL)
Annual Report 2015-2015 and their Business Plan for 2015-2016. A full copy of the
reports was appended to the covering report and key highlights were set out in
section 3.4 of the covering report.

Members discussed the contents of the reports with the Monitoring Officer and the
following issues and points were raised:-

. The research within the Annual Report showed a continuing downward trend
in public attitudes towards the standards of public office holders and it was
suggested that previous high profile cases were responsible for damaging the
view of the public, towards public figures, with many seeing all public figures
in the same light. Members considered that the negative media coverage
played a big part in the perceptions of the public in respect of this issue. It
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was also suggested that austere times also coloured the view of the public in
relation to public services. It was noted that the details provided related to the
national position and that no local details were available.

It was suggested that there was a need for the promotion of how well North
Yorkshire County Council behaved ethically, as was indicated by local
perceptions, to balance the view of the perception of public figures nationally.

An Independent Person noted that a Council was looking to strengthen
arrangements whereby should the local councillors’ conduct fall below
expectations a petition calling for a by-election could be triggered and she
queried the legality of that. In response the Monitoring Officer noted that this
would merely trigger a petition calling for a by-election, but could not force
that to take place, however, the public perception of someone being
requested to undertake a by-election due to their conduct should cause
enough embarrassment to that councillor to ensure they would consider their
position. It was noted that there was no legality in imposing this, however, it
could act as a suitable deterrent to those local elected members in terms of
their standards of conduct. Members emphasised that care would have to be
taken with such a procedure as petitions could sometimes be written
anonymously and appropriate checks would have to be in place to ensure
that the petition was not being created vindictively.

Concern was raised in respect of Parish Councils now having to publish their
accounts on-line, as it was considered that a great number of problems could
be caused to these bodies by a few over-zealous individuals. It was noted
that Freedom of Information requests could also be made to Parish Councils
and Members emphasised that a great deal of additional work could be
required of these bodies, for no specific gain to the public, which in turn would
be detrimental to the local communities because of time having to be spent in
finding those details. The Monitoring Officer noted that the County Council
did not have a great deal of influence over Parish Councils, but did recognise
the issues outlined by Members and acknowledged the difficulties caused by
these arrangements.

It was clarified that formal, publicly-open meetings of public bodies could now
be filmed or recorded by members of the public, following recent legislation.
It was noted that informal meetings were not covered by this legislation.

The importance of good standards and open frameworks in the governance
arrangements for any new devolved authorities were emphasised. The
Monitoring Officer stated that this would be a further level of democracy which
would see the creation of a new type of authority with its own code of conduct
and standards’ regime.

Proposed Meeting of Standards Committee Chairs, Vice-Chairs and Independent

Persons

It was noted that arrangements for a further meeting of neighbouring Authority
Standards Committee Chairs, Vice-Chairs and Independent Persons were being
developed and would be circulated to Members in due course.

Resolved -

That the report and issues raised be noted.
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35.

Dispensation Issues
Considered -

The report of the Monitoring Officer requesting the Committee to consider the
potential of a dispensation issue with regard to Traffic Regulation Orders and Area
Committees.

Elected Members agreed that they should declare a non-pecuniary, non-
disclosable interest in relation to this matter as they all sat on Area
Committees - County Councillors Andrew Goss, Helen Grant, Carole Patmore
(Chairman) and Peter Sowray.

The Monitoring Officer explained that, from time to time, Area Committees would be
consulted on issues relating to Traffic Regulation Orders within their area. |If
Members of an Area Committee lived or worked in an area affected by a proposed
Traffic Regulation Order then they would be required to declare a disclosable
pecuniary interest (DPI) as their residence or work place would have been outlined in
their register of interests. The Council’s Code of Conduct states that a Member with
a DPI should withdraw from the meeting room when such an issue is being
discussed. Details of certain circumstances when Members would not be personally
affected were outlined in the report but it was emphasised that where a declaration
has been made regarding home and work addresses that the Standards Committee
should consider the issue in the interests of transparency.

The Monitoring Officer emphasised that the clear intention of the Council was to
allow comments from local councillors and to make recommendations at formal
meetings of the Council in relation to Traffic Regulation Orders in their areas. The
Standards Committee was, therefore, asked to consider whether in such
circumstances it wished to grant a dispensation to clarify that all councillors could
take part in discussions about TROs at Area Committees. It was noted that
dispensations could be granted to enable a Member with a DPI to participate in the
discussion and vote only if, after having regard to all the relevant circumstances, the
Authority was satisfied that one or more of the criteria set out in the Act was met.
Applications for dispensations had to be in writing. Details of the dispensation criteria
were provided in the report.

The other issue to be determined by the Standards Committee was the duration of a
dispensation which could be for a maximum period of four years. It was suggested,
should the dispensations be granted, that the most appropriate date would be until
the next County Council Elections, which had been the practice previously.
Dispensations granted would allow Members concerned to fully participate in the
relevant business, including speaking and voting. The dispensation would be
recorded in writing and kept with their interests in the Council’'s Register of Members’
Interests.

Members discussed the report and the following issues and points were highlighted:-

. It was clarified that Members would need to submit a specific dispensation
request in relation to specific issues, however, the Standards Committee
could give a general view on this type of matter.

. It was noted that Members would not be allowed to speak on the matter if

they had no dispensation as they would be required to leave the room in line
with the Code of Conduct.
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36.

37.

. It was suggested that should Members agree in principle to the granting of
these dispensations then the matter could be delegated to the Monitoring
Officer, together with an Independent Person of the Standards Committee, to
decide whether individual applications for dispensations could be granted.

. Members considered that Members of Area Committees had no more interest
in the issue than the public, however, it was emphasised that consideration
had to be given to the matter as the matter was a DPI and it was a criminal
offence not to declare that in a public meeting without a dispensation in place.
Members considered that in principle dispensations should be granted in
relation to this.

Resolved -

(i) That, in principle, the Committee agrees that Members of Area Committees
should be granted a dispensation to discuss Traffic Regulation Orders when
their interests relates to their home or working address.

(i) That in view of (i) above, the decision on individual applications for
dispensations from elected Members be delegated to the Monitoring Officer in
conjunction with an Independent Person of the Standards Committee.

(iii) That any dispensations granted be given for four years or to the end of the
term of the Council, whichever comes first.

Complaint Update
Considered -

The report of the Monitoring Officer updating the Committee regarding the Ethical
Framework complaint activity since the Committee’s last meeting in March 2015.

The report provided details of new complaints, of which there had been one, an
existing complaint and the statistics for the year 1 April 2015 to 11 September 2015.
It was noted that the new complaint and the existing complaint had been resolved by
the subject member providing a written apology to the respective complainants.
Resolved -

That the report be noted.

Standards Bulletin

Considered -

The report of the Monitoring Officer presenting the Committee, for consideration, a
draft of the forthcoming Standards Bulletin.

The Committee was invited to consider the bulletin with a view to its subsequent
circulation.

It was suggested that the details relating to Independent Person Louise Holroyd
required amending.

It was noted that the bulletin provided Members with details of the interests regime,
Members’ gifts and hospitality, complaint statistics and cases of note; together with
details of the Committee on Standards in Public Life Annual Report 2014-2015 and
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38.

Business Plan 2015-16, to give them an up-to-date view of the standards regime for
North Yorkshire County Council. It was suggested that the e-mail that was sent out
to Members with the bulletin should draw their attention to, in particular, the need to
declare incidences of where they had received gifts and hospitality and provide the
contact details of the Monitoring Officer for any queries they had in relation to this
matter.

Resolved -

That, subject to the comments detailed above, the bulletin be updated as necessary
and then circulated to Members of the Council.

Other Business

The Chairman accepted the following items as urgent business because of the need
to resolve these matters before the next meeting of the Committee.

Dates of Future Meetings

The Chairman noted that it was difficult for her to attend meetings of the Committee
on Monday and requested that these should be set back to an alternative day,
possibly Friday. It was noted that the next meeting of the Committee was due to take
place on Monday 14 March 2016 and was suggested, therefore, that this be
amended to take place on Friday 18 March 2016.

Resolved -

That ordinary meetings of the Committee be amended to take place on appropriate
free Fridays, rather than Mondays, with the next meeting taking place on Friday 18
March 2016 at 10 am.

Register of Interests — Delivery via ICT

The Monitoring Officer provided details of the potential to update the Register of
Interests so that these were provided electronically, enabling Members to amend
their own details and put them on-line themselves. He asked for comments from the
Committee in relation to this and how they expected Members to respond to this
initiative.

A discussion in relation to this matter was undertaken and the following issues and
points were raised:-

. It was suggested that Members may be more inclined to forget to update their
personal register of interests if they were to do this themselves, on-line rather
than coming into the registered office to physically amend those in writing. It
was also noted that some Members would have a better understanding of an
electronic system than others. The Monitoring Officer noted that most
Members were technically aware and could undertake this task.

. Members considered that this would be an appropriate alternative, however, it
was suggested that a ‘checking system’ may be appropriate to ensure that
Members had undertaken this process effectively.

. It was asked whether Members would be provided with a choice of electronic
and paper registers, as it was considered appropriate that both options be
provided, giving Members the choice of how they register their interests, to
accommodate everyone’s particular needs. The Monitoring Officer
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considered this an appropriate way forward, which could be built on in the
future, to allow more Members to convert to an electronic system in their own
time.

Resolved -

That a pilot scheme be put in place, providing the option to Members of registering
their interests either electronically or using the existing, paper method, with their
attention drawn to this matter via the Standards Bulletin and within the e-mail sent out
with the Standards Bulletin attached.

Standards Committee - Current Complaint System - Independent Persons

The Monitoring Officer paid tribute to the work of the current Independent Persons to
the Standards Committee for their role in the new standards regime, which now
enabled a quick solution to be applied to complaints and had developed a much
lighter touch than previously.

It was noted that issues relating to non-declaration of declarable pecuniary interests
would automatically be referred to the Police for them to process. Other complaints
issues were dealt with through the new Standards process.

It was asked whether the Standards Bulletin was circulated to Parish Councils. The
Monitoring Officer responded that District Councils mainly dealt with Parish Councils
and, therefore, the bulletin would not be sent directly to them, however, the bulletin
could be shared with District Councils who could in turn share that with Parish
Councils. It was noted, however, that some of the Standards regimes for other
authorities and bodies did not reflect those of the County Council and, therefore, the
bulletin may not be in line with their Standards regime. It was suggested, therefore,
that before circulating the bulletin to District Councils the matter would be discussed
with them. Members agreed that, if appropriate, it would be useful to share the
information with other authorities.

Resolved -

That the issues raised above be noted.

The meeting concluded at 11.05 am.

SL/JR
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ITEM 4

NORTH YORKSHIRE COUNTY COUNCIL
STANDARDS COMMITTEE
15 April 2016

Local Ethical Framework Developments

1.0 PURPOSE OF REPORT

1.1 To update Members on the development of the ethical framework under the
Localism Act 2011.

2.0 BACKGROUND

2.1 Members receive a report at each Standards Committee meeting setting out any
recent developments in the ethical framework.

3.0 CSPL ONLINE GUIDANCE ON ETHICAL STANDARDS FOR PUBLIC SERVICE
PROVIDERS

3.1 The Committee on Standards in Public Life (“CSPL”) is an advisory Non-
Departmental Public Body (NDPB) sponsored by the Cabinet Office. The Chair and
members are appointed by the Prime Minister.

3.2 The CSPL has published a guidance document “Ethical Standards for Providers of
Public Services”, a copy of which is attached at Appendix 1 to this report for
Members’ information and is available to download from:
https://www.gov.uk/government/publications/online-guidance-on-ethical-standards-
for-public-service-providers

3.3 In June 2014 CSPL published a report on Ethical Standards for Providers of Public
Services. The latest Guidance builds on the previous report, the aim being to
provide “short practical guidance to both providers of public services in building and
embedding ethical standards in an organisation, and to commissioners in setting
ethical expectations for the delivery of public services as well as ensuring those
standards are met.”

3.4 Key highlights from the Guidance are:

a) “High ethical standards are important for society as a whole. They are
particularly important where public money is being spent on public services or
public functions as commissioning and procurement decisions can have a
major impact on the user’s daily lives and their quality of life. When a provider
fails to deliver to the standards expected, and particularly where the user may
have no other choice, it may have profound consequences for the individual
user and damage public trust more generally.”

b) Examples of measures which could be expected of, implemented and
embedded by providers of public services and monitored and evaluated by
commissioners to provide assurance of ethical standards:-

e Evidence of leadership commitment to ethical standards

11
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3.5

4.0

4.1

4.2

¢ Evidence of board and individual responsibility for ethical standards

o Evidence of internal control and accountability measures
Evidence of establishing an ethical awareness and capability in
recruitment, induction, progression, ftraining and professional
development

o Evidence of appraisal, promotion and reward procedures that take
account of values and ethical behaviour

e Evidence of commissioner-provider and user-provider dialogue

The Committee is requested to note the highlights of the CSPL Guidance.

LAW COMMISSION CONSULTATION ON MISFEASANCE IN PUBLIC OFFICE

On 20 January 2016 the Law Commission opened a consultation on the law of
misconduct in public office which has since closed. The Commission will publish a
further consultation document on options for law reform in 2016, with a final report
being published in 2017. The consultation paper and background documents are
available on the Law Commission website at:

http://www.lawcom.gov.uk/project/misconduct-in-public-office/

The Commission states that:

Our reform objectives are to decide whether the existing offence of misconduct in
public office should be abolished, retained, restated or amended and to pursue
whatever scheme of reform is decided upon.

The legal concepts involved in the offence of misconduct in public office are highly
technical and complex and not easily accessible to non-lawyers. Furthermore there
is often some confusion between what the law is and what it should be. The
question of the appropriate boundaries of criminal liability for public officials is
clearly a matter of broad public interest ...

Misconduct in public office is a common law offence: it is not defined in any
statute. It carries a maximum sentence of life imprisonment. The offence requires
that: a public officer acting as such; wilfully neglects to perform his duty and/or
wilfully misconducts himself; to such a degree as to amount to an abuse of the
public’s trust in the office holder; without reasonable excuse or justification.

Historically the offence held public officers to account for their misconduct, where
there were no other adequate ways of doing so. Nowadays such misconduct will
usually amount to another, narrower and better defined, criminal offence.

The offence is widely considered to be ill-defined and has been subject to recent
criticism by the government, the Court of Appeal, the press and legal academics.

Statistics suggest that more people are being accused of misconduct in public
office while fewer of those accusations lead to convictions. One possible reason is
that the lack of clear definition of the offence renders it difficult to apply.

We have identified a number of problems with the offence:

1. “Public office” lacks clear definition yet is a critical element of the offence. This

ambiguity generates significant difficulties in interpreting and applying the
offence.
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4.3

5.0

5.1

5.2

5.3

6.0

6.1

6.2

6.3

2. The types of duty that may qualify someone to be a public office holder are ill-
defined. Whether it is essential to prove a breach of those particular duties is
also unclear from the case law.

3. An “abuse of the public’s trust” is crucial in acting as a threshold element of
the offence, but is so vague that it is difficult for investigators, prosecutors and
juries to apply.

4. The fault element that must be proved for the offence differs depending on the
circumstances. That is an unusual and unprincipled position.

5. Although “without reasonable excuse or justification” appears as an element of
the offence, it is unclear whether it operates as a free standing defence or as a
definitional element of the offence.

Members will be kept informed of developments.

CSPL — TONE FROM THE TOP REPORT

The Committee on Standards in Public Life has published the 57 responses it has
received from police forces, PCCs and Police and Crime Panels in response to its
report into policing accountability: Tone from the top - leadership, ethics and
accountability in policing. The responses are available to download in PDF format
via the following hyperlink:

https://www.gov.uk/government/news/committee-publishes-responses-to-tone-
from-the-top-report

“In its report, the Committee calls for greater energy and consistency to be applied
to promoting high ethical standards and for a more robust set of checks and
balances in the accountability structures of local policing.”

Members will be kept informed of developments.

NATIONAL AUDIT INVESTIGATION — OFFICERS’ GIFTS AND HOSPITALITY

The National Audit Office (“NAQO”) has published the findings from its investigation
into the acceptance of gifts and hospitality by government officials. A copy of its
report is attached as Appendix 2 to this report and is also available to download,
along with an executive summary and other documentation from its website:

https://www.nao.org.uk/report/investigation-into-the-acceptance-of-qifts-and-
hospitality/

The NAO website explains that the report examines the rules and guidance for
central government officials and published transparency data on the gifts and
hospitality received by departmental board members, directors-general and senior
military officers between April 2012 and March 2015. The NAO also reviewed the
gift and hospitality guidance and the gift and hospitality registers in three case
study departments: the Department for Business, Innovation & Skills (BIS), HM
Revenue & Customs (HMRC) and Defence, Equipment and Support (DE&S), a
bespoke trading entity within the Ministry of Defence (MoD).

The website sets out the key findings of the investigation:

e Accepting modest hospitality is sometimes justified. Officials often need
to engage with a range of external contacts in order in order to carry out their
work efficiently and effectively.

e The Cabinet Office has a principles-based approach to guiding officials
on whether they can accept gifts and hospitality. The three principles are:
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purpose (in the interests of government); proportionality (not over-frequent,
over-generous or disproportionate); and avoidance of conflict of interest.

Rules and processes on gifts and hospitality could be more stringent.
The NAO found that policies and practices fell short of good practice in some
respects.

There are some weaknesses in controls over gifts and hospitality.
Departments should use a risk-based and proportionate approach, but the
NAO found weaknesses in some areas, for example locating gift and
hospitality registers and management oversight of trends and local practices
across departmental groups.

The publication of hospitality record of senior officials helps to promote
public accountability. Reporting started in 2009 and has become part of the
transparency agenda.

Some departments are not meeting the transparency requirements. The
Cabinet Office requires departments to report the hospitality accepted by
board members and directors-generals and above (‘senior officials’) each
quarter. Twelve out of 17 departments, including BIS and HMRC, have
published this information for every quarter from April 2012 to March 2015.
The NAO estimates that senior officials in 17 departments accepted
some £29,000 of gifts and hospitality in 2014-15. Senior officials accepted
gifts and hospitality 3,413 times between 2012-13 and 2014-15. The total
number of reported cases of senior officials accepting gifts and hospitality
ranged from 718 times in BIS to 20 times in DFID. Levels of hospitality are
likely to reflect different rules and reporting requirements as well the different
roles of departments.

The NAO estimates that officials in the 3 case study departments
accepted a total of over £150,000 of gifts and hospitality in 2014-15.
Although the total value of hospitality accepted may not be high, the
reputational risks around accepting it can be substantial.

Officials accept hospitality from many organisations and individuals.
Senior officials in the 17 departments reported accepting hospitality (most
often dinner) from some 1,495 different organisations (or individuals) between
2012-13 and 2014 15. Frequent acceptance of hospitality from particular
organisations is not necessarily wrong, but it does need to be in the proportion
to the business relationship.

While most cases of gifts and hospitality appear to be reasonable, the
NAO found some examples where acceptance may not have been
consistent with the Cabinet Office principles. Most of the hospitality and
many of the gifts accepted seem reasonable and consistent with the
principles. However, in its review of the registers and transparency data, the
NAO identified some concerns. These included: tickets to professional sports
and cultural events, sometimes accompanied by a spouse and/or children;
bottles of champagne; and iPads.

7.0 RECOMMENDATIONS
7.1 That the Committee notes the contents of this report.
BARRY KHAN

Assistant Chief Executive (Legal and Democratic Services) and Monitoring Officer

Background Papers:
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Foreword
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In June 2014 CSPL published a report on Ethical
Standards for Providers of Public Services.'

The government has made clear that the Seven
Principles of Public Life first set down by Lord
Nolan - honesty, integrity, accountability, leadership,
openness, selflessness and objectivity - should
apply to all those delivering services to the public.
The definition of each of these Principles is set out
at the end of this document. Our report considered
how these Principles were being built into the public
service commissioning and contracting and drew
on research conducted for the Committee by Ipsos
MORI with commissioners of services, providers of
those services and members of the public.

It was clear from our research that the public want
all providers of public services to adhere to and
operate by common ethical standards, regardless of
whether those services are provided by the private,
public or voluntary sectors. For the public “how”
things are done is as important as “what” is done.
The report made a number of recommendations

to government to ensure that proportionate ethical
standards are made explicit in commissioning,
contracting and monitoring and that these standards
apply to anyone delivering public services on

behalf of the taxpayer. It also recommended that
providers ensure they have a high level ethical
framework and ethical capability, encompassing
principled leadership and governance, clear lines of
accountability and encouraging a culture of dialogue,
challenge and transparency. | was delighted by

the positive response the report received from
commissioners and providers including from the
business community.

The purpose of this document is to emphasise

the key messages from our report and build on

its research and conclusions by providing short
practical guidance to both providers of public
services in building and embedding ethical
standards in an organisation, and to commissioners
in setting ethical expectations for the delivery of
public services as well as ensuring those standards
are met. The Committee recognises the efforts and
investments which many providers have already
made in enhancing awareness of, and adherence to
high ethical standards.The Committee recognises
the challenges faced by any organisation large

or small in ensuring that all employees adhere

to high ethical standards of behaviour. We know
that standards failures represent a significant
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organisational risk which is why the Committee
supports the development and use of appropriate
systems and processes to encourage and reinforce
ethical behaviour.

We have included some examples of mechanisms
used by commissioners and providers to build high
ethical standards but are always keen to learn more,
so if you know what works please get in touch.

Ethics matter. This is increasingly recognised by the
business community as a necessary part of winning
trust and building confidence in the public service
markets. Ethical standards should not be taken

for granted. Commissioners and providers need to
be explicit with each other and the public as to the
standards expected in the services which are being
delivered.

Lord Bew, Chair of the Committee
December 2015
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Background to the report

It makes good business sense to heighten
awareness of ethical standards and encourage their
on services is now staff to adhgre .to them. WhiILst thi; may involve a
delivered by private cost, organisations need to invest in this aspect of
companies."” their business. Ethical failures by banks, the press,
and most recently in parts of the car manufacturing
industry, carry a heavy price. Ethical failures in the
NHS, the police and in the public service market
more generally have all demonstrated that the
damage to reputation and trust, and the financial

An estimated third of
all public spending

The National Audit cost to the business or provider concerned, can be
/ Office estimates that high. Ethical failure by a significant provider of public
£187bn"? is the total services can be a major risk to the Government, and
o public sector spending can have broader implications for the level of public
on goods and services trust and confidence in the Government and its

with third parties

_ ability to deliver public services.
across the public sector.

The CBI calculates?
that the public services
sector in the UK
accounts for 7.2%

of GDP and employs
5.4million people.?
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About our report
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In our report, Ethical Standards for Providers of
Public Services, we proposed a high level framework
to support and embed high ethical standards in

the provision of public services and to provide

the necessary assurance to the public and the
government that ethical standards are part of
service delivery standards. This framework was
based around principled leadership and governance
including a code of conduct, a culture of dialogue
and challenge, clarity of accountability and ethical
capability and transparency.

The CBI:

“200 000 charities and companies of all sizes
help government provide the public services
that we depend on all over the country. This
can generate innovation, investment and
efficiency, but also requires standards of
conduct that are appropriate for organisations
funded by and working for taxpayers.”

For the full report: www.gov.uk/government/
publications/ethical-standards-for-providers-of-
public-services

High ethical standards are important for society
as a whole. They are particularly important where
public money is being spent on public services or
public functions as commissioning and procurement
decisions can have a major impact on the user’s
daily lives and their quality of life. When a provider
fails to deliver to the standards expected, and
particularly where the user may have no other
choice, it may have profound consequences for
the individual user and damage public trust

more generally.

High ethical standards are important for society

as a whole. They are particularly important where
public money is being spent on public services or
public functions. Commissioning and procurement
decisions can have a major impact on the users daily
lives and their quality of life. When a provider fails to
deliver to the standards expected, particularly where
the user may have no other choice, it may have
profound consequences for the individual user and
damage public trust more generally.
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Public Accounts Committee:

“Contractors have not shown an
appropriate duty of care in the
use of public funds. Too often the
ethical standards of contractors
have been found wanting. It
seems that some suppliers have
lost sight of the fact that they are

delivering public services, and
that brings with it an expectation
to do so in accordance with
public service standards. The
legitimate pursuit of profit does
not justify the illegitimate failure
to conduct business in an ethical
manner.”?




Mark Galloway, Executive Vice President, Skanska UK:

“It has to be recognised that our approach to ethics and embedding ethical behaviours in our
business is a journey. We are not the finished article, so we always have more to do.

The benefits, however, are significant. It helps us to attract employees who want to work for an
ethically driven business, build long and lasting relationships with our supply chain partners
and, ultimately, to win work. Being a leader in ethics makes good business sense.

It is by putting the right framework in place, setting the highest standards and encouraging
our employees to become role models for ethics that we can establish a best in class

ethical culture.”

It is therefore incumbent on those bodies
commissioning and procuring public services,

and those who are ultimately responsible and
accountable for those services, to obtain assurance
that high ethical standards are being met.
Accountability does not end and should not dissipate
on the commissioning or contracting out of public
services.

Whilst many of the requirements for high standards
require action at an organisational level, high
standards also require individuals to take personal
responsibility - by observing high standards
themselves, by demonstrating high standards

to others through their own behaviour and by
challenging inadequate standards when they

see them.

In an earlier report, Standards Matter, (14" Report
January 2013 Cm 8519), the Committee stated

that high standards of behaviour need to be seen

as a matter of personal responsibility, embedded

in organisational processes and actively and
consistently demonstrated, especially by those

in leadership positions. One of that report’s
conclusions was that permanent secretaries and
chief executives of all organisations delivering public
services should take personal responsibility for
ethical standards in their organisations and certify in
their annual report or equivalent document that they
have satisfied themselves about the adequacy of
their organisation’s arrangements for safeguarding
high standards.

21
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The need for leaders and managers within an
organisation to model high ethical standards and
to take personal responsibility for their behaviour
means that high ethical standards may take time to
become established within an organisation. Ethical
standards cannot be “fixed” onto an organisation
overnight and then forgotten. It takes time for an
ethical culture to become the norm and requires
regular communications to staff to reaffirm ethical
practice and behaviours.

Key conclusions from the report

The research conducted for the Ethical
Standards for Providers of Public Services report
found that:

the public want the same ethical standards
upheld by any organisation providing public
services regardless of sector and supported
by a code of conduct

public and stakeholder views of what should
constitute ethical standards are broadly in line
with the Seven Principles of Public Life

“how" the service is delivered is as important
to the public as “what” is delivered

the public felt good outcomes and quality of
user/provider interaction - particularly from
front line staff behaving with integrity and
objectivity - were crucial to ethical service
delivery

‘N



Quotes from the public

“If it's taxpayers’ money, the
principles are the guidance and
all providers should follow them.”

“(They should have) end users’
best interests in mind”

commissioners expect providers to conform to
ethical standards but rarely explicitly articulate
ethical standards to providers explicitly;

commissioners want guidance on how to embed
ethical standards in the commissioning and
procurement process.

It was also evident from the research that currently
there are no consistent structures or arrangements
within the commissioning process to promote
actively the right ethical culture and behaviours in
providers of public services.

The report therefore recommended that ethical
standards need to be proportionately addressed
within existing commissioning, contractual and
monitoring arrangements, as part of the process
for securing the regularity and propriety of
public services.

Quotes from Commissioners and Providers

“It is up to commissioners to be
clear about what they want and

expect from suppliers, otherwise
the contract is won on price”

“As things stand now,
contractors see that they are

not being watched and become
complacent.”

22
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There has been much debate about increasing
transparency in public service contracts. Whilst we
agree that one route to improving public service
standards is through greater transparency and,
particularly in the case of larger service providers,
the application of the Freedom of Information Act,
transparency of itself is not sufficient. Transparency
needs to be underpinned by a culture of high ethical
standards in public service contracts.




Follow on work
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Following our report we undertook further

work, including workshops and discussions with
commissioners and providers, to review how they
are adapting their procedures and practices to
ensure the highest possible ethical standards
are adopted and adhered to by staff in their
organisations delivering public services.

In addition, we have also identified more

extensive examples of good practice in a range

of commissioners and providers which might be
applied more widely. These organisations recognise
the challenge of encouraging their employees to
behave with high ethical standards at all times and
have adopted a variety of systems and processes to
support their employees. And they recognise that an

ethical culture is not achieved by a one-off effort, but
through the continuing attention to the importance
of ethical behaviour.

This guidance document is intended to provide
practical guidance and examples to commissioners
and providers in setting and embedding those
standards of conduct and agreeing the ethical
expectations for the delivery public services. Any
ethical framework should be risk-based, flexible and
proportionate. How it is implemented in practice
will depend on the nature of the public service

being provided, the model of delivery and the kind of
provider.
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The National Audit Office has recommended that
government should get “written representation from
contractors on the integrity of the services they supply,
covering the control environment for maintaining
ethical behaviour and public service standards.

Such statements, while not necessarily carrying
additional legal implications, would have symbolic and
reputational importance, and give Parliament clear
accountability.™
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Ruby McGregor Smith
Chair of the Public Services
Network CBI:

“Every organisation has a process
around governance, around the

controls it exhibits and around its
behaviours. It can be done, it just
needs to be done and clearly laid out
in contracts we are asked to sign, so
that everyone does it.>”

Contents 4 P

Melanie Maxwell Scott
Business Services Association:

“High ethical standards can and should be achieved by any public service provider.
The sector they come from is not material as long as expectations are made clear and
there exists a culture which supports good behaviour and promotes prompt action
whenever people fall short.

Procurement and contract-management processes are vital to aligning the values

of the public sector client with any supplier. If a contract is poorly written, the wrong
type of behaviour can occur or even be encouraged. If the contract is poorly managed,
sub-standard performance can go unnoticed. That is in no-one’s best interests, least of
all the service user.”®
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Set out below are examples of measures which business and how do individuals within it carry out be used to encourage not only commissioners

could be expected of, implemented and embedded their roles? to be explicit about their expectations on ethical
by providers of public services and monitored and standards, but also providers to reflect on their
evaluated by commissioners to provide assurance of  Itis notintended as a burdensome checklist to be capacity and capability to meet those standards.

ethical standards - how does the organisation do its  ticked and regarded as complete; rather it should

Evidence of leadership commitment to ethical Public statements and day-to-day behaviour that demonstrate visible commitment to ethical standards and
standards - What is the tone from the top and taking responsibility - being publicly accountable - for ethical standards.

how is this lived out throughout the organisation?

What are the values and behaviours this In a small organisation this could be as simple as telling all staff about the ethical expectations of those in
organisation is encouraging and discouraging? the organisation delivering public services.

Evidence of board and individual responsibility Board level oversight of ethical matters and board level responsibility for or championing of ethical

for ethical standards - how are employees and compliance.
(if applicable) board members held to account
collectively and individually for ethical issues? Ethics committees can be used as a mechanism to improve and scrutinise ethical decision making but they

should be integrated to the governance arrangements and not a “bolt-on”.

Annual attestations - individual annual sign off of compliance with the company’'s Code of Conduct and
compliance regulations or policies.

Employees are aware of the code of conduct and the consequences of failing to adhere to the Code.

10
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Evidence of internal control and accountability A suitable code of conduct - typically a series of Do's and Don'ts, publically available and adherence to the

measures - what is the internal control code monitored.
environment for maintaining ethical behaviour and
standards in the organisation? Identification of key indicators or measures of an ethical culture within the organisation and periodic reviews

of their effectiveness.

Existence of and adherence to whistleblowing policy or speak up mechanisms, gifts and hospitality registers,
anti-bribery and corruption, declarations of interests requirements, procedures for dealing with conflicts of
interest, which are regularly reviewed.

Ethical risks captured and controlled in the risk management process and evidence they have been
identified, assessed and where required mitigated.

Transparency and reporting arrangements which encourages “intelligent accountability” putting out good
quality information in intelligible and adaptable formats creating a genuine dialogue
with stakeholders.

Evidence of establishing an ethical awareness Recruitment procedures that take account of values and ethics alongside other skills.

and capability in recruitment, induction,

progression, training and professional Induction processes that give new starters an understanding of the ethical expectations of them, the Codes
development - how is ethical awareness of Conduct and ethical framework operating in the organisation.

embedded in the organisation?
Training and guidance on ethical standards generally through ethical and values based training online and
face to face.

Self-assessment often web based tools.
Employees encouraged to demonstrate achievement of e.g. ethical component of commercial capability

requirements such as Chartered Institute of Purchasing and Supply’s ethical procurement and supply
e-learning module.’

11
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Evidence of appraisal, promotion and reward Codes of conduct linked to performance incentives.

procedures that take account of values and

ethical behaviour - how does the organisation Assessing staff on behaviour based criteria the “how” as well “what” they have achieved. Assessing behav-
encourage (or not] its intended values and iours against core values - e.g. do they role model behaviours consistently, do they coach and encourage
behaviours? others to achieve similar high standards, for leaders do they develop a working culture which emphasises

integrity and ethics? do they champion the company values?

Including questions on ethical matters in employees surveys.

Evidence of commissioner-provider and user- Use of staff feedback surveys and self-assessment.

provider dialogue - what is the success or failure

for this contract including the supply chain and Responding to and acting on feedback.

what are the essential behaviours to deliver

success? how does the organisation learn from Robust complaints system and evidence of good complaints handling; the effective use of complaints data to
criticism and compliments? evaluate how well standards are being achieved and to help deliver service improvements.

Setting out clear expectations and standards throughout the supply chain, monitoring compliance with them
and clear explanation provided as
to the consequences of failing to meet the standards expected.

12
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Practical examples and case studies

We set out below some further practical examples
and case studies of measures or ethical frameworks
some organisations have put in place in an attempt
to build awareness of and adherence to high ethical
standards. These examples were shared with

us by the relevant organisations, are illustrative

and correct at the time of publication of our

reports. We expect that as experience of these
arrangements grows they will be further developed.

Case study -
Mitie example of tone from the top

As part of their wider ethical business framework
Mitie launched a [new] Code of Conduct in 2014.
The Code was designed to help employees
understand the core values and responsible
behaviours enabling them to “do the right thing”.
In addition to setting our core company policies
and procedures, the Code aims to bring to life
through scenarios some of the ethical dilemmas
faced by those working in Mitie and to provide a
set of guiding principles to follow.

The Code, core values and responsible behaviour
have been visibly championed by the Chief Executive
and the Group Finance Director. The Code’s
importance was reinforced through a series of
initiatives such as:

The launch of the Code at an Executive Board

workshop

Risk management leadership workshops

Monthly roadshows across the business attended

by the CEO and CFO

the promotion of the confidential Speak
Up service

The use of all staff emails from the CEO
emphasising the importance of core values
and responsible behaviours and what it means
for the company

Open lines of communication between CEO
and employees such as twitter

The NCVO and Good Governance Code for the
voluntary and community sector

This code sets out the principles and practices
that should be adopted in those sectors for
good governance. It can be applied in a flexible
way depending on the type and size of the
organisation. It covers behavioural governance
including the effective board behaving with
integrity and being open and accountable.

It recognises the applicability of the seven
principles of public life to the sector as
recognised good practice and complementary
to those principles.

WwWw.g overnancecode.org
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Case study -
Skanska’s ethical business
practices

Skanska, one of the UK's leading contractors,

is an inclusive and responsible business that is
helping to build a better society. Known for major
projects, such as the Gherkin and Crossrail, it is
building, upgrading and maintaining the country’s
infrastructure - delivering projects in healthcare,
education, defence, transportation and municipal
services. Drawing on its Scandinavian heritage,

it is green, innovative and progressive. Bringing
together people and technology, it is working to
make construction a safer and more collaborative
industry.

Ethics is a core value for Skanska, which is placed
at the heart of its business. It has an aim to be
recognised for its commitment to doing the right
thing, everywhere that it works.

To make this a reality, it has a range of tools that
help to bring ethics to life, demonstrating what it
means for its employees.

Ethics Roadmap
Launched as a global tool, the Ethics Roadmap
is designed as a practical document that helps

Skanska’s national operations to develop an internal
culture and behaviour in the market that is best
in class.

Ethics Scorecard

Used to monitor the progress of ethics in national
Business Units and throughout Skanska. The Ethics
Scorecard is published twice a year with the latest
data and examples of best practice to share across
the organisation.

Ethics champions

Each global business unit has appointed a senior-
level Ethics Champion responsible for driving
ethical behaviour and implementation of the Ethics
Roadmap. This includes development of an annual
ethics plan, which sets out the actions which will be
taken over the coming year to help build an ethical
culture.

Code of Conduct

Skanska’s Code of Conduct applies to all employees
and the principles bind Skanska'’s supply chain

too. All employees participate in Code of Conduct
training every two years, and new recruits within
three months of joining. http://www.skanska.co.uk/
About-Skanska/Our-Code-of-Conduct/

Ethical dilemmas

at least four times a year, all employees take part
in informal ethical debates. There are no right or
wrong answers, the aim is to facilitate discussion
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and encourage employees to feel comfortable
discussing ethical dilemmas in business.

The ‘notice-board test’ is often referenced -

if your decision was posted on a public notice-
board, would you stand by your actions?

Annual employee survey

All employees are asked two ethics-related
questions as part of the annual employee survey,
so understanding and attitudes can be effectively
monitored.
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Code of Conduct Hotline

An independent Code of Conduct hotline has been
set up, which enables employees to report concerns
about ethical behaviour, anonymously if they wish.

Governance

Two groups have been created to govern ethics in
Skanska’s UK business. The Ethics Committee,
which drives policy development and provides
advice, and the Ethics Representatives, which helps
to communicate ethics ideas and messages across
the business.
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Defra’s Ethical Procurement Policy
Statement

This statement sets out that Defra’s expectation
that its suppliers will maintain high standards

of integrity, professionalism and transparency
and how working in partnership with suppliers

it will address wider ethical issues outside

the public procurement process. These issues
include working conditions, employee health and
training, discrimination and child labour.® The
policy aims to achieve wider societal benefits

through ethical principles such as requiring
“suppliers [to] have systems in place to ensure
high standards of propriety which make sure
public money is used for the purpose it is
intended.” Defra was able to point more easily
than some Departments, to mechanisms which
existed throughout the commissioning and
procurement process including pre and post
award stages.
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Case study -
Embedding the College of
Policing’s Code of Ethics

Thames Valley Police Force research - Code of
Ethics

What works

What hurts

Value-based approach
to ethics programmes

The College of Policing’s Code of Ethics is
applicable to all members of the police force and
places an additional responsibility on chief officers
and leaders to promote and reinforce the Code
amongst the wider police force. In its recent report
on local police accountability - Tone from the top

- leadership, ethics and accountability in policing’,
the Police Superintendents Association of England
and Wales, shared with the Committee evidence
from the Thames Valley police force about their
experience embedding the Code of Ethics.

The research found that the most effective code
was part of a broader programme of culture change
and should be regularly reinforced and monitored.

Ethical culture,
supported by ethical
programme

Standalone ethical
programme

More important for
people to know that
the organisation is fully
committed to code,
rather than knowing all
the content of the Code
of Ethics

Ethical discussion
and rewarding ethical
behaviour

Too much focus on
punishing lack of
compliance to the code
Unquestioning
obedience

Moral reasoning by
leaders

Fairness and respect

Focus on colleagues or
society

Focus on self-interest

More time for decision-
making promotes
ethical behaviour

Rushed decision-
making encourages
unethical behaviour

Challenging unethical
practice

Ignoring unethical
practice

Peer influence (positive)

Peer influence
(negative)

Thoughtful
implementation of goals
and targets

Carelessly implemented
goals and targets

Regularly reinforcing
ethical behaviours
Immersive ethical
training
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PWC ethical decision making

Tina Hallett
PWC Partner, Government and
Public Sector Leader:

High ethical standards can and should
be achieved by any public service
provider. The sector they come from is
not material as long as expectations are
made clear and there exists a culture
which supports good behaviour and
promotes prompt action whenever
people fall short.

PwC the professional services network reinforces
the messages of induction by making it clear that
ethics is integral to the operation of the firm.

PwC has a dedicated Ethics and Business Conduct
section on its website, which includes a code and a
framework for ethical decision making, as well as
a list of ethics questions to consider when making
day-to-day decisions.'” There is a clear narrative
that ethical standards are integral and important,
which in turn make the messages of induction
that much more likely to be absorbed and taken
seriously.

Summary of ethics questions to consider

1. Is it against PwC or professional standards?
Does it feel right?
Is it legal?

Will it reflect negatively on you or PwC?

el Y

Who else could be affected by this (others in
PwC, clients, you, etc.)?

6. Would you be embarrassed if others knew you
took this course of action?

7. Is there an alternative action that does not pose
an ethical conflict?

8. How would it look in the newspapers?
9.  What would a reasonable person think?

10. Can you sleep at night?

Contents 4 P
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Case study -
Network Rail

‘Our reputation and future depends on us all
behaving with integrity in everything we do’

Mark Carne, CEO

On the 1st September 2014 Network Rail was
reclassified as a public sector body. While
passengers won't have noticed a difference to the
running of the railway, the impact on some areas
of our work has been more pronounced.

One consequence of our new status is that we

are now subject to the principles of public life.
These are an important reminder to everyone who
works for or does business with Network Rail of
the importance of acting with the highest possible
levels of integrity. We welcome the scrutiny and
accountability that comes with being part of the
public sector, and strongly believe that an open,
ethical and fair culture is fundamental to how we
operate, every day.

But our work to drive the highest levels of
business behaviour is not a knee jerk response to
reclassification. We have had a Code of Business
Ethics for a long time, and it is complemented by a
busy business ethics programme. Qur priority this
year is delivering ethics training to all our staff - our
training packages all have the principles of public
life running through them. The Code is supported
by a number of policies including anti bribery, gifts
& hospitality, conflict of interests, social media
and speak out (whistleblowing]. We have also set
up a register for gifts, hospitality and conflicts

of interests called iEthics, and a confidential
whistleblowing service, Speak Out.
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We launched Speak Out it in its current form in
2012 to help our employees and contractors report
ethical misconduct. They can do so over the phone
or through a secure website. Use of the service
has increased steadily over its lifetime, and we
have also seen a gradual decrease in the proportion
of users who choose to report anonymously.

We think this shows that people are beginning

to feel more comfortable speaking out about
suspected wrongdoing, which is an important
indicator of our progress towards the culture we
want across the company.

We still have work to do to change the culture of our
organisation, but we think we are on the right path.
Network Rail has a responsibility to the nation to
run a safe, reliable railway, and ethical values like
openness, integrity and accountability are at the
core of our ability to do so.
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Case study -

Dudley Metropolitan Borough
Council “Supplier Code of
Practice”

“Supplier Code of Practice” sets out the values,
principles and standards Dudley Council expects
of itself and its suppliers. It covers the Seven
Principles of Public Life and their application to
employees and suppliers, and specific expectations
in relation to bribery and corruption, gifts and
hospitality, conflicts of interest, fraud, deception
and dishonesty, false claims, unfair trading and
competition and environmental issues. It also
provides details of how to raise any concerns that
the code is not being complied with.

http://www.dudley.gov.uk/business/do-business-
with-the-council/tenders-and-contracts/trade-
with-dudley/

Councillor Pete Lowe:

“As Leader of Dudley Metropolitan Borough
Council | want everyone to help us work

in partnership to deliver high quality
services which recognise our commitment
to the highest standards of ethics and
conduct. Our Council Plan reflects on this
by including a key message of everyone
articulating and living up to a set of

values and behaviours that support good
governance.
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The public expect the highest standards of
ethics from all suppliers of public services
and our message to staff and suppliers is
clearly articulated in our “Supplier Code

of Practice”. We will be asking major
suppliers to confirm that they adhere to the
Code in all their dealings with the Council
and residents of Dudley. We have a Code

of Conduct for employees and councillors
which also set out our requirement for
them to demonstrate the highest standards
of conduct”
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Case study -
Sodexo Public Sector Pledge

In the UK and Ireland, Sodexo employs around
34,000 people across 1,850 locations in the
corporate, healthcare, education, leisure, justice
and defence sectors. Sodexo delivers a range of
services, from catering and hospitality, cleaning,
reception to asset management, security, laboratory
and grounds maintenance services.

As a company with half its business in the public
sector, in 2015 Sodexo published its Public Sector
Pledge. The aim of the Pledge is to be an ‘ethical
manifesto’ identifying key public service areas and
initiatives which Sodexo will publicly measure and
report on annually. Areas covered by the Pledge
include client satisfaction reviews, outcome based
contracts, business integrity codes and adoption of
the living wage.

The pledge focuses on three key themes:
1. fully committed to consistent delivery of our

promises, your outcomes, and your value for
money;

2. Transparent and truly ethical in how we deliver
in our use of public money, and in our conduct;

3. Enhancing quality of life and social justice in
our communities through a genuine social
conscience.

Through this pledge Sodexo states it hopes to
achieve better public services, end stereotypes,
to grow and succeed as a business and to do the
right thing.

In June 2015, Sodexo joined the Living Wage
Foundation’s Recognised Service PRovider scheme,
committing to implement the UK and London Living
Wage for all employees working in its head offices
in London, Glasgow, Stevenage, Leeds, Salford

and Swindon. the commitment also means that
Sodexo will, wherever permitted, submit a Living
Wage alternative in all its bids and will promote the
adoption of the living wage to its clients.

Sodexo intends to publish the progress it has made
with each of the commitments within the Pledge
around the middle of 2016.

http://uk.sodexo.com/uken/corporate-
responsibility/responsible-employer/public-
service-pledge.aspx
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Merlin Standard is designed to recognise and
promote sustainable excellence within sup-
ply chains. Its aim is to encourage excellent
supply chain management and to ensure fair
treatments of partners and subcontractors by
the Prime Contractor. The principles on which
it is built include Conduct and elements of the
assessment of the organisation validated by
supply chain partners includes such criteria
as “culture in which communication is open,
honest and without unreasonable constraint”
, “procurement processes are fair and trans-
parent”, it “actively seeks users feedback...to
inform and improve practices.”

www.merlinstandard.co.uk

20




Contents 4 P

About the Committee on Standards
in Public Life

. The Committee on Standards in Public Life is an
advisory Non-Departmental Public Body (NDPB)
sponsored by the Cabinet Office. The Chair and
members are appointed by the Prime Minister.
The Committee was established in October 1994,

by the then Prime Minister, with the following
terms of reference:

“To examine current concerns about standards of
conduct of all holders of public office, including
arrangements relating to financial and commercial
activities, and make recommendations as to any
changes in present arrangements which might be
required to ensure the highest standards of propriety in
public life.”

2. The remit of the Committee excludes investigation
of individual allegations of misconduct.

3. On 12 November 1997 the terms of reference
were extended by the then Prime Minister:

“To review issues in relation to the funding of political
parties, and to make recommendations as to any
changes in present arrangements.”

4. Atriennial review of the Committee was carried
out in 2012, the report of which was published
by the Government in February 2013. As a result,
on 5 February 2013, the terms of reference of
the Committee were clarified in two respects: "...
in future the Committee should not inquire into
matters relating to the devolved legislatures
and governments except with the agreement of
those bodies” and "...the Committee’s remit to
examine “standards of conduct of all holders of
public office” [encompasses] all those involved
in the delivery of public services, not solely those
appointed or elected to public office.

Membership of the Committee

The Lord Bew (Chair)

The Lord Alderdice

The Rt Hon Dame Margaret Beckett DBE MP

36

Sheila Drew Smith OBE

Patricia Moberly

Richard Thomas CBE

Dame Angela Watkinson DBE MP
Monisha Shah

The Committee’s previous reports

5. The Committee has previously published the

following reports.

Tone from the Top - leadership, ethics and
accountability in policing, June 2015

Ethical standards for providers of public services,
June 2014

Strengthening Transparency Around Lobbying,
November 2013

Standards Matter: A review of best practice

in promoting good behaviour in public life
(Fourteenth Report), Cm 8519, January 2013
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Political party finance: Ending the big donor
culture (Thirteenth Report), Cm 8208, November
2011

MPs’ expenses and allowances: Supporting
Parliament, safeguarding the taxpayer (Twelfth

Report], Cm 7724, November 2009

Review of the Electoral Commission (Eleventh
Report), Cm 7006, January 2007

Getting the balance right: Implementing

standards of conduct in public life (Tenth Report],

Cm 6407, January 2005

Defining the boundaries within the Executive:
Ministers, special advisers and the permanent
civil service (Ninth Report], Cm 5775, April 2003

Standards of conduct in the House of Commons
(Eighth Report], Cm 5663, November 2002

Standards of conduct in the House of Lords
(Seventh Report], Cm 4903, November 2000

Reinforcing standards: Review of the First Report

of the Committee on Standards in Public Life
(Sixth Report), Cm 4557, January 2000

The funding of political parties in the United
Kingdom (Fifth Report), Cm 4057, October 1998)

Review of standards of conduct in executive
NDPBs, NHS trusts and local public spending
bodies (Fourth Report), November 1997

Local government in England, Scotland and Wales
(Third Report], Cm 3702, July 1997

Local public spending bodies (Second Report), Cm
3207, June 1996

Members of Parliament, ministers, civil servants
and quangos (First Report), Cm 2850, May 1995

. The Committee is a standing Committee. It can

not only conduct inquiries into areas of concern
about standards in public life, but can also revisit
those areas and monitor whether and how well its
recommendations have been put into effect.
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Seven principles of public life

The Seven Principles of Public Life'" apply to anyone
who works as a public office-holder. This includes all
those who are elected or appointed to public office,
nationally and locally, and all people appointed

to work in the civil service, local government, the
police, courts and probation services, NDPBs,

and in the health, education, social and care
services. All public office-holders are both servants
of the public and stewards of public resources.

The Principles also have application to all those in
other sectors delivering public services.

Selflessness
Holders of public office should act solely in terms
of the public interest.

Integrity

Holders of public office must avoid placing
themselves under any obligation to people or
organisations that might try inappropriately to
influence them in their work. They should not act
or take decisions in order to gain financial or other
material benefits for themselves, their family, or
their friends. They must declare and resolve any
interests and relationships.

Objectivity

Holders of public office must act and take decisions
impartially, fairly and on merit, using the best
evidence and without discrimination or bias.

Accountability

Holders of public office are accountable to the public
for their decisions and actions and must submit
themselves to the scrutiny necessary to ensure this.

38

Openness

Holders of public office should act and take
decisions in an open and transparent manner.
Information should not be withheld from the
public unless there are clear and lawful reasons
for so doing.

Honesty
Holders of public office should be truthful.

Leadership

Holders of public office should exhibit these
principles in their own behaviour. They should
actively promote and robustly support the principles
and be willing to challenge poor behaviour wherever
it occurs.

Committee on Standards in Public Life

GCO05 1 Horse Guards Road, London, SW1A 2HQ
https://www.gov.uk/government/organisations/the-
committee-on-standards-in-public-life
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Our vision is to help the nation spend wisely.

Our public audit perspective helps Parliament hold
government to account and improve public services.

The National Audit Office scrutinises public spending for Parliament and is independent
of government. The Comptroller and Auditor General (C&AG), Sir Amyas Morse KCB,
is an Officer of the House of Commons and leads the NAO, which employs some

810 people. The C&AG certifies the accounts of all government departments and
many other public sector bodies. He has statutory authority to examine and report

to Parliament on whether departments and the bodies they fund have used their
resources efficiently, effectively, and with economy. Our studies evaluate the value for
money of public spending, nationally and locally. Our recommendations and reports

on good practice help government improve public services, and our work led to
audited savings of £1.15 billion in 2014.
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We investigated whether the acceptance of gifts and
hospitality was being managed so as to maintain public
trust in the integrity of central government officials.

Investigations

We conduct investigations to establish the underlying facts in circumstances
where concerns have been raised with us, or in response to intelligence that
we have gathered through our wider work.

© National Audit Office 2016

The material featured in this document is subject to
National Audit Office (NAO) copyright. The material
may be copied or reproduced for non-commercial
purposes only, namely reproduction for research,
private study or for limited internal circulation within
an organisation for the purpose of review.

Copying for non-commercial purposes is subject

to the material being accompanied by a sufficient
acknowledgement, reproduced accurately, and not
being used in a misleading context. To reproduce
NAO copyright material for any other use, you must
contact copyright@nao.gsi.gov.uk. Please tell us who
you are, the organisation you represent (if any) and
how and why you wish to use our material. Please
include your full contact details: name, address,
telephone number and email.

Please note that the material featured in this
document may not be reproduced for commercial
gain without the NAO’s express and direct
permission and that the NAO reserves its right to
pursue copyright infringement proceedings against
individuals or companies who reproduce material for
commercial gain without our permission.

Links to external websites were valid at the time of
publication of this report. The National Audit Office
is not responsible for the future validity of the links.

10906 02/16 NAO
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4 What this investigation is about Investigation into the acceptance of gifts and hospitality

What this investigation is about

1 Organisations and individuals sometimes offer gifts and hospitality to public
officials, and their acceptance may create real or perceived conflicts of interest.
Central government officials are allowed to accept gifts and hospitality, but under
the Civil Service Code they must not accept where it ‘might reasonably be seen
to compromise their personal judgement or integrity’.

2 Ourreport Conflicts of Interests in 2015 stated that accepting significant gifts

and hospitality creates a perception of biased decision-making, even if they have no
bearing on judgement.! If the risks relating to officials accepting gifts and hospitality are
not properly managed, public trust in government may be eroded. This investigation
sets out the facts relating to officials’ acceptance of gifts and hospitality. It covers:

e rules and processes on accepting gifts and hospitality (Part One);

e  gifts and hospitality accepted by directors-general, other senior officials
and senior military officers (‘senior officials’) (Part Two);

®  ifts and hospitality accepted by other officials in central government
(Part Three); and

e  Cabinet Office oversight of policies and practices on acceptance of gifts
and hospitality (Part Four).

3  We examined the rules and guidance for officials and published transparency data
on the gifts and hospitality received by departmental board members, directors-general
and senior military officers between April 2012 and March 2015. We also reviewed the
gift and hospitality guidance and registers in three case study departments:

e  Department for Business, Innovation & Skills (BIS);
e HM Revenue & Customs (HMRC); and

o  Ministry of Defence (MoD), focusing on the records of its bespoke trading entity
Defence Equipment & Support (DE&S). This included both civil servants and
military personnel (who are expected to comply with the Queen’s Regulations
as well as with the Civil Service Code).

4  Inreviewing gifts and hospitality recorded in registers, there is an inherent risk
that some items will not have been disclosed. Except where entire registers were
missing or obviously incomplete, we did not evaluate the completeness or accuracy
(including estimated monetary values) of entries in the registers.

1 Comptroller and Auditor General, Confiicts of Interest, Session 2014-15, HC 907, National Audit Office, January 2015.
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Investigation into the acceptance of gifts and hospitality Summary 5

Summary

Key findings

Rules and processes

5  Accepting modest hospitality is sometimes justified. Officials often need

to engage with a range of external contacts in order to carry out their work efficiently
and effectively. Hospitality might involve no more than sandwiches provided during
a meeting in the middle of the day. Gifts are often low-value items and, in certain
circumstances, declining gifts might cause offence. Barring officials from accepting
gifts and hospitality would run the risk of hampering the legitimate activities of
departments (paragraphs 1.2, 1.3, 1.9, 2.7, 3.5 and 3.6).

6  The Civil Service has a principles-based approach to guiding civil servants
on whether they can accept gifts and hospitality. The Civil Service guidance,
issued by the Cabinet Office, sets out three principles that officials should consider
before accepting gifts and hospitality:

®  acceptance should be in the interests of departments and government
objectives (‘purpose’);

e  gifts and hospitality should not be over-frequent, over-generous or
disproportionate (‘proportionality’); and

e  acceptance should be avoided if the offer is inappropriate in the context of the
provider’s relationship with the department (‘avoidance of conflict of interest’).

Officials are expected to apply their judgement and departments are expected to
have their own rules and processes (paragraphs 1.2, 1.4 and 1.6).

7 Rules and processes on gifts and hospitality could be more stringent.

The Cabinet Office expects departments to set their gifts and hospitality policy, drawing
on the Civil Service guidance and reflecting their department’s own context. In their
own policies, the case study departments applied similar principles to those set out in
the Civil Service guidance. However, we found that policies and practices in Civil Service
guidance and case study departments fell short of good practice in some respects,
such as those set out by the Institute of Business Ethics. For example, guidance

could be strengthened by encouraging the recording of all offers received and of the
estimated monetary value of gifts and hospitality accepted, and by better evidencing

of the review of registers by managers. In contrast, the European Commission

and the United Nations are stricter about their staff accepting gifts and hospitality
(paragraphs 1.3, 1.6 to 1.10 and Figure 1).
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6 Summary Investigation into the acceptance of gifts and hospitality

8 There are some weaknesses in controls over gifts and hospitality. According
to the Civil Service guidance on managing the acceptance of gifts and hospitality,
accounting officers are responsible for ensuring registers and systems are in place.
However, the Department for Business, Innovation & Skills (BIS) told us it operates

a decentralised approach to managing and recording gifts and hospitality that is
risk-based and proportionate. Its senior officials are responsible for ensuring the rules
are followed and for escalating issues to the Accounting Officer by exception. We found
that 3 out of the 37 BIS registers covering 2014-15 were missing or clearly incomplete.
BIS and Ministry of Defence (MoD) did not collate records centrally, a practice that
would help them to see emerging trends across, or local practices within, their
departmental groups. HM Revenue & Customs (HMRC) did collate hospitality records
centrally (paragraphs 1.11 to 1.12).

Gifts and hospitality accepted

9 The publication of hospitality records of senior officials helps to promote
public accountability. Government first published senior officials’ hospitality
records in 2009, with the aim of helping to account to the taxpayer for the use of
public money. Since then, publication of this information has become part of the
wider transparency agenda. With effect from the 2015-16 returns, the Cabinet Office
has extended the publication requirement to cover all Civil Service directors, as

well as the directors-general and above who were already required to report
(paragraphs 2.2 and 4.4).

10 Some departments are not meeting the transparency requirements.

The Cabinet Office requires departments to report the hospitality accepted by board
members and directors-general and above (‘senior officials’), each quarter. Twelve
departments, including BIS and HMRC, have published this information for every
quarter from April 2012 to March 2015. Some departments have published their returns
much later than required. We analysed whether the quarterly returns covered all of

the board members (including any ‘nil returns’) and estimate that the board members’
records were included around 80% of the time (paragraphs 2.2 to 2.4 and Figure 2).

11 We estimate that senior officials in 17 departments accepted some

£29,000 of gifts and hospitality in 2014-15. Senior officials reported accepting

gifts and hospitality 3,413 times between 2012-13 and 2014-15. The total number of
reported cases of senior officials accepting gifts and hospitality varied significantly by
departments. It ranged from 718 times in BIS to 20 times in Department for International
Development. Some of the variation reflects differences in completeness of reporting
between the departments (paragraphs 2.5, 2.8, Figure 3 and Figure 6).
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Investigation into the acceptance of gifts and hospitality Summary 7

12 We estimate that officials in the three case study departments accepted a
total of over £150,000 of gifts and hospitality in 2014-15. Although the total value

of hospitality accepted may not be high, the reputational risks around accepting it can
be substantial. Defence Equipment & Support (DE&S) officials recorded that they had
received the most hospitality, both in terms of frequency and monetary value. Its officials
accepted 5,213 offers of hospitality in 2014-15, compared with BIS officials who accepted
1,688 offers, and HMRC officials who accepted 1,079 offers. In 2014-15, 17% of DE&S
officials accepted gifts and hospitality with an estimated value of some £100,000. This
compared with 3% of BIS officials (estimated value of some £35,000), and 1% of HMRC
officials (estimated value of some £19,000). These differences may, at least in part, reflect
the different reporting requirements and roles of departments. For example, we would
expect fewer staff in departments with large administrative operations to be accepting
gifts and hospitality (paragraphs 1.2, 2.5, 3.6 and 3.10, Figure 11 and Figure 12).

13 Officials accept hospitality from many organisations and individuals.

Senior officials in the 17 departments reported accepting hospitality (most often

dinner) from some 1,495 different organisations (or individuals) between April 2012

and March 2015. Frequent acceptance of hospitality from particular organisations is
not necessarily wrong, but it does need to be in proportion to the business relationship.
The most frequent providers in the period were the City of London Corporation,
PricewaterhouseCoopers (PwC), the Confederation of British Industry and Deloitte.

In our case study departments in 2014-15:

e  BIS officials accepted hospitality from some 580 organisations. Some of the most
frequent providers were organisations with an interest in the department’s policy
objectives (including Airbus Group, 47 times) rather than contractors, as well as
several organisations from within the BIS group;

o DE&S officials accepted hospitality from some 600 organisations. The most
frequent providers were major defence contractors (including BAE Systems,
581 times); and

e HMRC officials accepted hospitality from some 400 organisations. The most
frequent providers were foreign governments, suppliers and professional
services firms (including the Government of the French Republic, 19 times).

The variation between departments is explained partly by differences in what their

own guidance requires their staff to report as well as differences in the nature of their
business requirements to engage with external stakeholders (paragraphs 2.7, 3.6 to 3.9,
Figure 5, Figure 8, Figure 9, and Figure 10).
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8 Summary Investigation into the acceptance of gifts and hospitality

14 While most cases of gifts and hospitality appeared to be reasonable,

we found some examples where acceptance may not have been consistent
with the Cabinet Office principles. We recognise that, with a principles-based
approach, decisions on whether to accept gifts and hospitality depend on context and
personal judgement. Most of the hospitality and many of the gifts accepted seemed
reasonable and consistent with the principles, including nominal-value items such

as calendars, refreshments and sandwich lunches. However, in our review of the
registers and transparency data, we identified some concerns. These included: tickets
to professional sports and cultural events, sometimes accompanied by a spouse
and/or children; bottles of champagne; wine for a team’s Christmas lunch; and iPads
(paragraphs 1.4, 2.9 to 212 and 3.12 to 3.15).

Role of the Cabinet Office

15 The Cabinet Office focuses on policy for transparency data and providing the
overall guidance. The Cabinet Office is responsible for providing corporate leadership
for the Civil Service as a whole, including on ethical issues like gifts and hospitality,

and it produces policy on transparency data and the overall guidance. It takes a less
proactive role in assessing whether departments need more support or whether there
are any emerging issues in relation to gifts and hospitality (paragraphs 4.1 to 4.10).

Conclusion

16 As part of their relationships with external stakeholders, public officials are
sometimes offered gifts and hospitality which it is reasonable for them to accept.
However, acceptance can present a risk of actual or perceived conflicts of interest,
which can in turn undermine value for money or affect government’s reputation.
The Cabinet Office, with overall responsibility, is best placed to oversee this risk
across government and to advise on appropriate rules and processes. While most,
but not all, of the cases declared by officials appear on the face of it to be justifiable
in the normal course of business, we have found some weaknesses in the oversight
and control of gifts and hospitality that need to be addressed by the Cabinet Office
and by departments.
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Investigation into the acceptance of gifts and hospitality Part One 9

Part One

Rules and processes

1.1 This part covers the Civil Service’s rules on accepting gifts and hospitality.

It examines the rules and processes used in three case study departments: the
Department for Business, Innovation & Skills (BIS), HM Revenue & Customs (HMRC),
and Ministry of Defence (MoD).

Principles-based approach

1.2 Officials often need to engage with a range of external contacts in order to carry
out their work efficiently and effectively, and officials are sometimes offered gifts and
hospitality by these contacts. As noted in our 2015 report Confiicts of Interest, this
can create potential conflicts in providing public services.?2 To manage these risks,
the Cabinet Office has set up rules governing the conduct of officials, and the current
version was produced in 2010.2 Officials are allowed to accept gifts and hospitality,
but the Cabinet Office recognises that:

“...while accepting hospitality in certain circumstances may further the
Government’s interests, this must be balanced with upholding high standards of
propriety and guarding against any reasonable suspicion of perceived or actual
conflicts of interest or an undue obligation being created.”

1.3 Both the United Nations and the European Commission have stricter policies on the
accepting of gifts and hospitality. The United Nations prohibits its officials from accepting
gifts or hospitality from people or entities doing business or seeking to do business

with the United Nations, ‘with no exceptions’.* The European Commission has a general
rule that staff members should not accept any direct or indirect gifts or hospitality
offered by third parties. However, it may authorise gifts and hospitality where it will not
compromise, or be perceived to compromise, objectivity and independence and will not
damage the Commission’s public image.® While barring UK officials from accepting gifts
and hospitality is an option, it would run the risk of hampering the legitimate activities of
the departments and officials, including engaging with stakeholders.

Comptroller and Auditor General, Confiicts of Interest, Session 2014-15, HC 907, National Audit Office, January 2015.
UK Government, Civil servants receiving hospitality, 2010.

United Nations, United Nations Ethics Guide, 2012.

European Commission, Guidelines on gifts and hospitality for the staff members, 2012.
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10 Part One Investigation into the acceptance of gifts and hospitality

1.4 The UK Civil Service has a principles-based approach to guiding officials on
whether they can accept offers of gifts and hospitality, indirectly addressing the risk of
conflicts of interest through ethical standards and behaviour.® Similarly, the Civil Service
Code sets out the values (including ‘integrity’) and behaviours expected of civil servants.

When deciding whether to accept hospitality, officials are expected to use their
judgement and apply three principles:”

e  Purpose — acceptance should be in the interests of departments and should
further government objectives.

e  Proportionality — hospitality should not be over-frequent or over-generous. Accepting

hospitality frequently from the same organisation may lead to an impression that
the organisation is gaining influence. Similarly, hospitality should not seem lavish
or disproportionate to the nature of the relationship with the provider.

e  (Avoidance of) conflict of interest — officials should consider the provider’s
relationship with the department, whether it is bidding for work or grants or
being investigated or criticised, and whether it is appropriate to accept an
offer from a taxpayer-funded organisation.

1.5 The guidance issued by the Cabinet Office also outlines what hospitality must
be recorded, and under what circumstances. However, it is not clear whether gifts
accepted also need to be reported. The guidance states that there is no need for
officials to record minor refreshments or sandwich lunches. It requires officials to
record hospitality involving a personal friend where the purpose of the hospitality
was to discuss business or was paid for by the friend’s company expense account.
The guidance also states that civil servants are not required to record hospitality
from other civil servants in government, the Devolved Administrations, the Palace,
non-departmental public bodies or overseas government.

1.6 The Cabinet Office expects departments to supplement Civil Service guidance
with their own internal rules and guidance on gifts and hospitality. This enables
departments to set rules that fit their circumstances and the particular risks that
they face. As departments have different roles, vary in size and work in different
contexts, a single policy might not to be able to take account of the differing needs
and circumstances of all departments. Military officers must also comply with the
Queen’s Regulations, which state that they are allowed to accept gifts or hospitality
only in exceptional circumstances.

6 Includes those on short-term or agency contracts.
7 Cabinet Office, Guidance on civil servants receiving hospitality, September 2010.
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Investigation into the acceptance of gifts and hospitality Part One 11

Hospitality

1.7 We reviewed the guidance in our case study departments. All the case study
departments used similar principles to those set out in the Cabinet Office guidance
(Figure 1 overleaf). All three departments had similar policies on what hospitality can
be accepted, although HMRC was stricter in that it stated that invitations to ‘cultural
events’ were not normally to be accepted.

1.8 Departments’ rules also varied on what they required staff to record:

e  BIS required staff to record anything more than tea and coffee, such as
sandwich lunches, as well as hospitality accepted from other organisations
within the BIS group;

e HMRC required staff must record anything more than tea and coffee or
sandwich lunches; and

e  MoD staff must record all offers received, whether accepted or declined.
This goes beyond the Civil Service policy.
Gifts

1.9 All three case study departments allowed their staff to accept occasional,
low-value gifts, such as diaries, flowers, and boxes of chocolates, as well as gifts
where refusal would cause offence. All departments have a policy on when gifts should
be surrendered, and they have different rules on when gifts should be recorded:

e  BIS required gifts worth £10 or more to be recorded;
e  HMRC required gifts worth £25 or more to be recorded; and

e  MoD required staff to record all offers of gifts, whether accepted or declined.
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12 Part One Investigation into the acceptance of gifts and hospitality

Figure 1

Comparison of guidance and registers against good practice

There is scope to improve guidance and rules

Requirement from the Civil Service
guidance and/or good practice

Are the principles consistent with
Civil Service guidance?

Does the guidance cover what can and
can’t be accepted?

Civil Service
guidance

N/A

No -
principles-based

Department for
Business, Innovation
& Skills (BIS)

Yes

No -
principles-based

HM Revenue
& Customs
(HMRC)

Yes

Yes, outlines
principles and
provides advice

Ministry of Defence
(MoD)/Defence
Equipment &
Support (DE&S)

Yes

Yes, provides
examples

Is there a minimum level for recording type No Yes Yes No, all gifts must
or value of gifts? be recorded
Is there a minimum level for recording type Yes Yes Yes No, all hospitality
or value of hospitality? must be recorded
Is prior approval required? No No No No
Is it clear whether there are sanctions for not Yes Yes Yes No
following the rules?
Is there a reference to the Bribery Act 20107 Yes No Yes No
Information required to be recorded in register
Date offered/received? Yes Yes Yes Yes
Recipient? Yes Yes Yes Yes
Name of host organisation? Yes Yes Yes Yes
Type of hospitality? Yes Yes Yes Yes
Estimated value of gifts/hospitality? No Yes No Yes
Offers that are declined? No Yes — some No Yes

parts of BIS
Reasons for accepting or declining? No Yes — some Yes Yes

parts of BIS
Managerial review/sign-off? No Yes — some No Yes

parts of BIS

Notes

1 The Cabinet Office’s guidance on the acceptance of gifts and hospitality and the Civil Service Management Code are covered in the column

headed ‘Civil Service guidance’.

2 The MoD analysis is based on the guidance for the time period covered by our review. Since then, MoD published updated guidance in

September 2015 and the changes include a requirement to obtain approval for all hospitality accepted.

3 The register information for MoD is based on DE&S data.

Source: National Audit Office review of guidance and registers of the Department for Business, Innovation & Skills, HM Revenue & Customs,

Ministry of Defence and Defence Equipment & Support
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Comparison with good practice

1.10 We compared Civil Service and departmental policies and guidance on accepting
and recording hospitality with recognised good practices. These good practices draw
on material published by the Institute of Business Ethics® and the report of an inquiry by
Sir Alex Allan into practices at the Serious Fraud Office.® We found that policies were in
some respects less stringent than the good practice we identified (Figure 1) including:

e there was no clear definition of what constitutes gifts and hospitality in Civil Service,
BIS or HMRC guidance, for example whether the provision of a taxi fare should
be recorded;

e  Civil Service, BIS and HMRC guidance did not require all staff to record all offers
of gifts and hospitality that were declined;°

e  Civil Service and HMRC guidance did not require staff to record the estimated
monetary value of gifts and hospitality; and

e  BIS does not require a manager to review and sign off the register and HMRC
does not require formal sign off.

These policies may in part reflect departments’ views on the level of risk they are willing

to accept in relation to acceptance of gifts and hospitality. BIS, for example, told us that

it adopts a ‘risk-based and proportionate approach that it considers is more appropriate
for its business and focuses on avoiding improper activities’.

Departmental governance arrangements

1.11 The Civil Service guidance states that accounting officers should ensure
records are maintained as and when staff receive hospitality. They should also ensure
procedures are in place to review registers to assess compliance with the guidance
and gauge if there is potential for conflicts of interest to arise. We consider that both
centralised and decentralised governance arrangements should be workable if
implemented effectively. Arrangements also need to be risk-based and proportionate,
without being onerous.

[oe]

Institute of Business Ethics, The Ethics of Gifts and Hospitality, 2012.

9  Sir Alex Allan, SFO Inquiry Report, 2011.

10 Department for Business, Innovation & Skills guidance requires all staff involved in procurement or contract
management to record offers received and declined.
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14 Part One Investigation into the acceptance of gifts and hospitality

1.12 We found that case study departments had different governance arrangements
covering gifts and hospitality. BIS and MoD had a decentralised approach while HMRC’s
approach was more centralised." For example, HMRC uses a standard format for
recording gifts and hospitality in local registers, and the registers are submitted through
the management chain for central collation and review. In BIS, the Accounting Officer
has appointed senior responsible officers who are expected to ensure that registers

are maintained and rules are complied with. However, there were problems with the
approach used in BIS and MoD:

e in BIS, we found that 3 out of 37 registers were missing or clearly incomplete
in 2014-15. The centre did not seek assurance from individual directorates that
registers were being maintained and reviewed to ensure staff were complying
with guidance, but instead relied on reporting by exception which BIS considers
is a proportionate and risk-based approach; and

e in MoD, most parts of the department (but not DE&S) use only a hard copy
register in each location, making it very difficult to see the overall picture.

11 Within the Ministry of Defence, Defence Equipment & Support does have a centralised approach and uses an
electronic register.

56



Investigation into the acceptance of gifts and hospitality Part Two 15

Part Two

Senior officials’ acceptance of
gifts and hospitality

2.1 This part of the report presents the results of our review of the gift and hospitality
registers for directors-general and other board-level officials that are published under
the government’s transparency arrangements. It covers:

e  departmental compliance with public reporting requirements;
e  frequency of gifts and hospitality accepted;

e types of gifts and hospitality;

e  providers of gifts and hospitality;

e the estimated value of gifts and hospitality; and

e  results of our review of cases compared with Cabinet Office principles.

Departmental compliance with public reporting requirements

2.2 Since 2009, government has published the hospitality records of the most senior
civil servants, board members, directors-general and senior military officers (‘senior
officials’). This practice has continued as part of the transparency agenda to improve
accountability to the taxpayer for public money. Departments are expected to publish
their data on a quarterly basis.?

2.3 We examined whether departments have been publishing the required data.

By 18 January 2016, 12 of the 17 main departments had published data for every
quarter for the period April 2012 to March 2015 (Figure 2 overleaf). Some departments
have published their returns much later than required. The Department of Health had
not published any data until November 2015 when it was prompted to do so by the
Cabinet Office, while the Department for International Development and the Department
for Culture, Media & Sport published previously-missing returns in December 2015

and January 2016. Some of the data was difficult to find on the government website
because it is not all brought together in the same place.

12 For example, Cabinet Office senior officials’ hospitality is available at: www.gov.uk/government/collections/business-
expenses-and-hospitality-for-senior-officials
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Investigation into the acceptance of gifts and hospitality Part Two 17

2.4 To help assess whether the published data covered all of the appropriate officials,
we checked whether all board-level officials were mentioned (including ‘nil returns’).
We estimated that the returns covered around 80% of the expected individuals. The
shortfall is due to missing returns for whole departments and some departments not
including individuals’ nil returns in their quarterly returns.

Frequency of gifts and hospitality

2.5 In total, departments reported that senior officials accepted gifts and hospitality
3,413 times between April 2012 and March 2015. There was a wide range between
departments: BIS senior officials accepted hospitality 718 times, whereas DFID senior
officials reported accepting hospitality only 20 times (Figure 3 overelaf). However, BIS
has complied with the reporting requirement each quarter, while MoD, Department
for Transport, Foreign & Commonwealth Office, Home Office and Ministry of Justice
have not published some quarters. Variations are also likely to reflect the policy remit
of departments, with the departments that need to engage a lot with the private sector
(beyond just procurement) and those with responsibility for strategic issues across
government being more likely to accept hospitality. In addition, some variation may
reflect different rules and cultures in departments.

Types of hospitality

2.6 Senior officials reported receiving 1,533 dinners, representing 41% of the hospitality
accepted. Lunch was the second most common type (832 instances, 22% of the total)
(Figure 4 on page 19). The distribution varies by department. For example, dinners

are most frequently accepted by the senior officials of BIS, Department of Health and
HM Treasury. The number of gifts in the senior officials’ public hospitality returns is low,
with only 40 reported in the period.
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18 Part Two Investigation into the acceptance of gifts and hospitality

Figure 3

Frequency of hospitality accepted, by department, April 2012 to March 2015

Senior officials at the Department for Business, Innovation & Skills accepted hospitality the most frequently

Department for Business,
Innovation & Skills

HM Treasury

Cabinet Office

Department of Health

Ministry of Defence

Department of Energy &
Climate Change

Department for Communities
and Local Government

Department for Transport

HM Revenue & Customs

Department for Environment,
Food & Rural Affairs

Department for Education
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Media & Sport
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Commonwealth Office

Home Office

Ministry of Justice

Department for Work
& Pensions
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International Development

B Reported cases
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Number of times hospitality accepted

National Audit Office estimate of missing cases

Notes

1 Each ‘case’ is an occasion when a senior official accepted a gift or hospitality.

2 For each of the five departments with missing quarterly returns (see Figure 2), we added an estimate for the missing data based on the average

number of cases in the quarters where a return had been published.

Source: National Audit Office analysis of transparency data, April 2012 to March 2015, as at 18 January 2016
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Figure 4
Types of hospitality accepted by senior officials, April 2012 to March 2015

Senior officials accept offers of dinner most frequently
Hospitality type

Dinner

Lunch
Reception
Breakfast
Event
Accommodation
Drinks
Refreshments
Other

Gift

Travel

Meal(s)

0 500 1,000 1,500 2,000
Number of instances
Note
1 This analysis produces a higher total than the number of cases of hospitality because some cases involve

an official accepting more than one type of hospitality (for example, a reception followed by dinner).

Source: National Audit Office analysis of transparency data, April 2012 to March 2015, as at 18 January 2016
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20 Part Two Investigation into the acceptance of gifts and hospitality

Providers of gifts and hospitality

2.7 Senior officials accepted gifts and hospitality from a wide range of organisations.
Between April 2012 and March 2015, the government’s transparency data shows that,
some 1,495 different organisations and individuals provided hospitality, of which some
1,015 provided it only once. Relatively few organisations are frequent providers of
hospitality to senior officials. It should be noted that frequent acceptance of hospitality
from particular organisations is not necessarily wrong (it just needs to be in proportion
to the business relationship), and that in some cases the hospitality was no more than
food and drink provided as part of working events or training.'™ The most frequent
providers (Figure 5) were:

The City of London Corporation (73 times between April 2012 and March 2015),
with senior officials attending dinners hosted by the Lord Mayor or City of London
Corporation 59 times;

PwC (PricewaterhouseCoopers) (67 times, including 31 lunches and 32 dinners),
a major contractor to government, provided hospitality to senior officials in
16 departments including invitations to PwC’s Building Public Trust Awards;

Confederation of British Industry (50 times), the employers’ representative body,
most of which were invitations to its annual dinner and/or involved Cabinet Office
senior officials 19 times;

Deloitte (46 times), a major contractor to government, including hospitality provided
as part of its running of the Major Programme Leadership Academy and the Public
Sector Finance Directors’ Leadership programme;

BAE Systems (42 times), a major contractor to government, provided hospitality
to senior officials in four departments, MoD (27 times), BIS, FCO, and the
Cabinet Office;

Institute for Government (41 times), an independent charity working to increase
government effectiveness, including running lunchtime seminars where a sandwich
lunch is available and evening seminars where networking drinks are available
afterwards; and

The Whitehall & Industry Group (40 times), an independent charity that aims to help
leaders across business, public and the voluntary sector to learn from one another.
This includes briefings, leadership courses and exchange programmes. Leadership
courses and development programmes are paid for by delegates’ employers

and include food and/or refreshments within the cost. It is likely that some of the
40 reported cases of ‘hospitality’ actually relate to such refreshments and meals.

13 A number of the organisations mentioned in this report also told us that they have strict policies and processes
covering their staff’s provision of gifts and hospitality to public officials.
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Figure 5
Most frequent providers of gifts and hospitality to senior officials, April 2012 to March 2015

Senior officials report accepting hospitality frequently from some organisations

City of London Corporation
PricewaterhouseCoopers (PwC)
Confederation of British Industry

Deloitte

BAE Systems

Institute for Government
Whitehall & Industry Group
EY (Ernst & Young)

KPMG

University of Oxford

HSBC

Queen Mary, University of London
The Royal Society

McKinsey & Company
Financial Times

British Bankers’ Association
Barclays Bank

Bank of America Merrill Lynch
LOCOG

Odgers Berndtson

Foreign & Commonwealth Office
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Number of times hospitality was accepted
Notes
1 Where an event was reported once in the transparency data but involved more than one official, we counted each attendee as a ‘case’.

2 The totals are likely to be understated because of missing quarterly returns from five departments.
3 LOCOG = London Organising Committee of the Olympic Games and Paralympic Games.

Source: National Audit Office analysis of transparency data, April 2012 to March 2015, as at 18 January 2016
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Estimated value of gifts and hospitality accepted

2.8 Only some records include the estimated value of the hospitality accepted. We have
used data from BIS’s hospitality registers which includes monetary values for most cases,
to produce estimates for all departments based on the types of hospitality accepted in
2014-15. We estimate that some £29,000 of hospitality was accepted by senior officials

in 2014-15 (Figure 6). BIS senior officials accepted the most valuable hospitality, estimated
at £7,170. These estimated values do not include the 6% of hospitality cases that fell
outside these main categories.

Review against the principles

2.9 The Civil Service guidance on gifts and hospitality outlines three main principles:
purpose, proportionality and conflict of interest (paragraph 1.4). We have reviewed the
registers with these principles in mind, focusing on high-frequency or high-value cases.
Aside from these cases highlighted below, much of the hospitality accepted seemed
reasonable and consistent with the principles.

Purpose

2.10 The ‘purpose’ principle states that acceptance should be in the interests of
departments and government objectives. We have identified cases where officials
accepted hospitality that may not have been in line with this principle, including:

e tickets to sporting events, including the FA Cup Semi-Final and Wimbledon
Tennis Championships; and

e invitations to events where the guest was accompanied by their spouse
and or children on 35 occasions.

Proportionality

2.11 The ‘proportionality’ principle states that any gifts or hospitality accepted should
not be excessive, either in terms of value or frequency. Decisions on whether to accept
should reflect the nature of the relationship that the official has with the provider of the
hospitality. While it is difficult to identify what is over-generous due to a lack of monetary
value estimates in the transparency data, we identified some cases that might not

be considered proportionate, examples of which include expensive gifts such as a
Fortnum & Mason hamper, a painting valued at £300; and a £300 Mont Blanc pen
(although this was surrendered to the department, BIS).
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Figure 6
Estimated value of hospitality accepted by senior officials, 2014-15

Senior officials at the Department for Business, Innovation & Skills accepted the most hospitality by total value

Department for Business,
Innovation & Skills

Department of Health

HM Treasury

Department of Energy & Climate Change
Cabinet Office

Department for Education

Department for Culture, Media & Sport

Ministry of Defence

Department for Communities
and Local Government

Department for Environment,
Food & Rural Affairs

HM Revenue & Customs

Foreign & Commonwealth Office
Home Office

Department for Work & Pensions
Department for Transport

Ministry of Justice

Department for
International Development

0 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000

Estimated value (£)

Notes
1 The estimated values are based on average values in the BIS hospitality registers between 2012 and 2015.

2 This analysis excludes hospitality types for which reliable estimates could not be determined, including travel.

3 The analysis excludes estimates for periods where data has not been published. As a result, figures for five
departments are likely to be understated. See Figure 2.

Source: National Audit Office analysis of transparency data, 2014-15
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Conflicts of interest

2.12 The conflict of interest principle is difficult to test by reviewing the internal registers.
However, the transparency data does include the following examples of where

senior officials accepted hospitality from organisations involved in contracting with
government, or being investigated (which might be considered to be a conflict under
the Civil Service guidance):

e  BAE Systems, Deloitte and PwC were among the most frequent providers of
hospitality while also being major suppliers to government;

e  British Bankers’ Association was among the most frequent providers of hospitality,
at the same time that some of its members were being investigated in the UK for
market manipulations and by the competition regulator; and

e  dinner paid for by companies which are government-owned or in which
government has a shareholding.

We are not suggesting there was an actual conflict of interest in these or other, similar
cases. But accepting hospitality can sometimes risk creating a perception of a conflict
of interest. The act of recording and publishing the hospitality might be considered to

mitigate this risk, at least in part.
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Part Three

Review of case study gift and
hospitality registers

3.1 This part of the report presents the results of our review of the internal registers
of two departments — the Department for Business, Innovation & Skills (BIS), including
Intellectual Property Office, National Measurement Office, Shareholder Executive,
Skills Funding Agency, and UK Space Agency; HM Revenue & Customs (HMRC)

— and one agency, the Ministry of Defence’s (MoD) bespoke trading entity Defence
Equipment & Support (DE&S).™ It covers:

e frequency and types of gifts and hospitality accepted;
e  providers of gifts and hospitality;
e comparisons of case study departments; and

e  results of our review of cases compared with Cabinet Office principles.'®

Frequency and type of hospitality accepted

3.2 The frequency of hospitality accepted varies between our case studies.

DE&S officials recorded receiving the most gifts and hospitality between April 2012
and March 2015 at 18,542 cases, compared with 4,427 cases in BIS, and 2,638 cases
in HMRC (in two years only, from April 2013 to March 2015).

3.3 MoD follows good practice in requiring officials to record all offers of gifts and
hospitality, including those that are declined. Between April 2012 and March 2015,
DE&S officials declined hospitality 6,250 times out 24,792 invitations.

3.4 The most common type of hospitality accepted is lunch, representing almost
half of the hospitality accepted in each case study department (Figure 7 on
pages 26 and 27). DE&S officials recorded the most lunches accepted, with over
11,600 in the three years, of which 5,564 were recorded as a ‘working lunch’.

3.5 The ‘other types’ category includes gifts. BIS officials accepted 520 gifts, HMRC
officials accepted 293 while DE&S accepted 1,630. Most gifts recorded were of low
value, such as a box of chocolates and a box of biscuits, but some were higher value
items such as bottles of champagne and gift vouchers.

14 Defence Equipment & Support changed status within Ministry of Defence to become a bespoke trading
entity from April 2014.

15 Because some individuals appear in both departmental registers and transparency data, the hospitality
totals for departments in Parts Two and Three of this report should not be added.
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Figure 7
Types of hospitality accepted, April 2012 to March 2015

Lunch is the most common type of hospitality in all three departments

Proportion of the total accepted
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Figure 7 continued
Types of hospitality accepted, April 2012 to March 2015

Defence Equipment & Support
(Ministry of Defence)

Other types 3,183

16%
Drinks 376 |
2%

I

Breakfast 165
1%
Lunch 11,635

Reception 211 60%

1%
Dinner 3,779
20%

Total number of accepted instances 19,349

Notes

1 ‘Other types’ includes accommodation, afternoon tea, event, gift, meal(s), refreshments, supper,
travel, other and unknown.
The data for Ministry of Defence covers only Defence Equipment & Support.

The data for HM Revenue & Customs covers the core department only and is for two years
(April 2013 to March 2015) rather than three years.

4 The data for the Department for Business, Innovation & Skills covers the core department and Intellectual Property
Office, National Measurement Office, Shareholder Executive, Skills Funding Agency, and UK Space Agency.

5 The datais based on the number of ‘instances’. The total number of instances counts all types of hospitality
accepted in an evening. For example, one case of hospitality may include a reception followed by dinner
(which would be two instances).

Source: National Audit Office analysis of the Department for Business, Innovation & Skills, HM Revenue & Customs
and Defence Equipment & Support internal registers

Most frequent providers of hospitality

3.6 All three case study departments accepted gifts and hospitality from a wide range
of organisations, and relatively few organisations are frequent providers of hospitality.
Hospitality might involve no more than sandwiches provided during a meeting in the
middle of the day. Frequent acceptance of hospitality from particular organisations is
not necessarily wrong — it just needs to be in proportion to the business relationship.'®
We found that the most frequent providers of hospitality vary by department and reflect
both the business relationships of the different departments and their recording rules.
For example, DE&S requires all hospitality to be recorded; staff at BIS record hospitality
received from other organisations within the BIS group; and, HMRC does not require
sandwich lunches to be recorded (also see paragraphs 1.7 and 1.8).

16 A number of the organisations mentioned in this report also told us that they have strict policies and processes
covering their staff’s provision of gifts and hospitality to public officials.
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3.7 Staff at BIS accepted gifts and hospitality from a wide range of organisations.
In 2014-15, some 580 different organisations and individuals provided hospitality, of
which 300 provided it only once. Relatively few organisations are frequent providers
of hospitality to officials (Figure 8). The most frequent were:

o  Airbus Group (47 times);
e  European Space Agency (40 times), which is part-funded by BIS; and

e  Satellite Applications Catapult (31 times, including 29 lunches, 1 dinner
and a shared taxi), an independent innovation firm established by
Innovate UK and sponsored by BIS.

3.8 HMRC officials accepted gifts and hospitality from a wide range of organisations.
From April 2014 to March 2015, some 400 different organisations and individuals
provided hospitality including some 200 that provided it only once. Relatively few
organisations were frequent providers of hospitality to officials (Figure 9 on page 30).
The most frequent providers were the Government of the French Republic (19 times)
and Capgemini (18 times), the prime contractor for HMRC’s Aspire contract.’”

3.9 DE&S officials accepted gifts and hospitality from a wide range of organisations.
From April 2014 to March 2015, some 600 different organisations and individuals provided
hospitality, of which over 240 provided it only once. Relatively few organisations were
frequent providers of hospitality (Figure 10 on page 31). The most frequent were all
major suppliers to MoD:

e  BAE Systems (581 times, including 121 dinners);

e  Finmeccanica (298 times, including 225 lunches);'®
e  Thales Group (280 times);

e QinetiQ (228 times); and

e  MBDA, which is jointly owned by Airbus Group, BAE Systems and
Finmeccanica (183 times).

17 Comptroller and Auditor General, Managing and replacing the Aspire contract, Session 2014-15, HC 444,
National Audit Office, July 2014.

18 Finmeccanica told us that, as a major supplier to MoD, it entertains DE&S staff where there is a business need.
It considers that most cases of hospitality relate to working lunches.
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Figure 8
Most frequent providers of gifts and hospitality to BIS and its agencies, 2014-15

BIS officials reported accepting hospitality most frequently from Airbus Group
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1 This analysis covers BIS core department, Intellectual Property Office, National Measurement Office, Shareholder Executive,
Skills Funding Agency, and UK Space Agency.

Source: National Audit Office analysis of the Department for Business, Innovation & Skills internal registers, April 2014 to March 2015
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Figure 9
Most frequent providers of gifts and hospitality to HMRC, 2014-15

HMRC officials reported accepting hospitality most frequently from the Government of France
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Source: National Audit Office analysis of HM Revenue & Customs internal registers, April 2014 to March 2015
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Figure 10
Most frequent providers of gifts and hospitality to Defence Equipment & Support, 2014-15

DE&S officials reported accepting hospitality most frequently from BAE Systems
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Source: National Audit Office analysis of Defence Equipment & Support registers, April 2014 to March 2015
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Comparison of case study departments

3.10 BIS and DE&S both encourage staff to estimate the value of gifts and hospitality
accepted. We have calculated averages of some types of hospitality (including breakfast,
lunch, dinner, drinks, reception and accommodation) using BIS’s data to calculate an
estimated value of hospitality for the case studies (Figure 11). These estimated values
do not include the 4% of hospitality that fell outside these main categories. We estimate
that officials in the three case study departments accepted over £150,000 of gifts

and hospitality in 2014-15. Of this total:

e DE&S accepted some £100,000 worth of gifts and hospitality;
e BIS accepted some £35,000 worth of gifts and hospitality; and
e HMRC accepted some £19,000 worth of gifts and hospitality.

As well as reflecting the amount and type of hospitality accepted, these values are likely
to be affected by differences in rules about what hospitality should be recorded.

3.11 We also calculated metrics for the three departments to compare the extent to which
their staff were accepting gifts and hospitality (Figure 12 on page 34). DE&S staff on
average report accepting much more hospitality than staff from BIS and HMRC.

Review against the principles

3.12 Civil service guidance on gifts and hospitality outlines three main principles; purpose,
proportionality and conflict of interest (paragraph 1.4). We have reviewed the registers

with these principles in mind, focusing on high-frequency or high-value cases. Aside

from these cases highlighted below, most of the hospitality accepted seemed reasonable
and consistent with the principles, including nominal-value items such as calendars,
refreshments and sandwich lunches.

Government purpose

3.13 The ‘purpose’ principle states that acceptance should be in the interests of
departments and government objectives. We have identified some examples where this
might not have happened:

e tickets to, or hospitality at, sporting events (8 occasions, including 4 professional
football matches);

e tickets to, or hospitality at, cultural events, including private viewings of art exhibitions,
museum exhibitions, a movie premiere’® and a concert at the 02,2° and entry to
entertainment attractions including the Warner Bros Harry Potter Studio Tour; and?!

® in some cases, hospitality was extended to spouse and/or children.

19 Department for Business, Innovation & Skills told us that a civil servant attended this event which offered the opportunity to
discuss with Warner Bros copyright issues in the context of the ‘digital single market’.

20 Department for Business, Innovation & Skills told us that while the register showed hospitality valued at £100, the individual
did not in fact attend the concert.

21 Department for Business, Innovation & Skills told us that six of its Intellectual Property Office staff attended a meeting
with Warner Bros on site at Leavesden Studios which included the Tour as part of site visit covering issues from copyright
protection, film production through to distribution.
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Figure 11
Estimated value of most common hospitality types by case study department
or agency, 2014-15

Defence Equipment & Support staff accepted some £100,000 worth of gifts and hospitality

Estimated value (£)

100,000
90,000 .
80,000
70,000
60,000
50,000
40,000
30,000 .
20,000 -
10,000
0 | |
Department for HM Revenue Defence Equipment
Business, Innovation & Customs & Support
& Skills (Ministry of Defence)
B Other (£) 6,680 5,672 10,255
Dinners (£) 14,132 5,056 47,866
B Lunches (£) 10,727 6,947 38,348
B Receptions (£) 2,306 435 1,240
B Drinks (£) 881 1,207 1,629
B Breakfasts (£) 454 166 454
Total estimated value (£) 35,180 19,383 99,792
Notes

1 This analysis does not include types of gifts and hospitality for which reliable estimates could not be determined, including travel.

2  The data for the Department for Business, Innovation & Skills includes the core department and the following agencies: Intellectual
Property Office, National Measurement Office, Shareholder Executive, Skills Funding Agency, and UK Space Agency.

3  The data for HM Revenue & Customs is for the core department only.

4 The information on values is calculated based on the range of estimated values provided by the Department for Business,
Innovation & Skills, because its data was the higher quality.

Source: National Audit Office analysis of case studies’ internal registers using the Department for Business, Innovation & Skills
value estimates for hospitality types
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Figure 12
Metrics for case study departments, 2014-15
Department HM Revenue Defence
for Business, & Customs Equipment
Innovation & Support
& Skills
Total cases of hospitality 1,688 1,079 5,213
Headcount at March 2015 16,710 64,310 12,087
Cases per 100 staff 11 2 45
Individual staff who accepted hospitality (%) 3 1 17
Average estimated value of a case (£) 21 18 19
Estimated value per 100 staff (£) 211 30 826

Notes
1 The values analysis does not include types for which reliable estimates could not be determined, including
travel and events.

2 Headcount for Department for Business, Innovation & Skills and HM Revenue & Customs is based on the Office for
National Statistics’ Annual Civil Service Employment Survey, 2015. Headcount for DE&S is based on civilian and military
headcount taken from the MOD roles and salaries: 2015 (gov.uk).

Source: National Audit Office review of case study departments and Office for National Statistics

Proportionality

3.14 The principle states that any hospitality accepted should not be over-frequent
or over-generous and that it should not be disproportionate to the nature of the
relationship that the official has with the provider of the hospitality. We have identified
some examples that might not be seen as proportional:

e Nine DE&S officials accepted frequent hospitality (over 20 times) from BAE Systems
between April 2012 and March 2015.

e  (fficials from BIS and its agencies accepted hospitality from Airbus Group over
120 times between April 2012 and March 2015. This included 18 officials from
the UK Space Agency attending a Christmas reception in 2013 and 17 attending
the equivalent event in 2014.22

e Lockheed Martin paid for the wine at a Skills Funding Agency Christmas lunch
for two separate years.?

e Dinners in restaurants such as Quirinale, Savoy Grill and The Athenaeum.

e  [ouriPads or other tablets, which were recorded as either having been won in
prize draws or given to all conference delegates.

22 Department for Business, Innovation & Skills (BIS) told us the Airbus Group’s Christmas cocktails event is the most
well-attended industry-sponsored event of the year for the space sector and represents an excellent opportunity for
BIS’s UK Space Agency to connect with key partners. In BIS’s view, its attendance is proportionate and appropriate.

23 Department for Business, Innovation & Skills told us that Lockheed Martin staff were working on site at the time and bought
the wine as a Christmas gesture, and with no obligations attached. Staff felt it appropriate to record it for openness and
transparency. The hospitality was provided by Amor Group, which was taken over by Lockheed Martin in 2013.
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Conflicts of interest

3.15 The conflict of interest principle is difficult to test by a simple review of internal
registers. However, we did identify the following examples of where officials
accepted hospitality from organisations who were contracting with the government
or a government company (which the Cabinet Office guidance suggests might be
considered inappropriate):

The main hospitality providers to DE&S are major defence suppliers. For example,
the contractors contributed towards dinner (£25 a head) and drinks during the
evening for 26 DE&S officials to mark the entry into service and delivery of the first
Airbus A400m. This project had seen lengthy delays and substantial cost overruns.?*

The main hospitality providers to HMRC are some of its major contractors.
For example, Capgemini provided a table for four HMRC officials at an industry
awards event at a cost of £300 a head.?®

On a number of occasions, BIS officials have accepted dinners in restaurants
from government-owned companies including Ordnance Survey and the
Green Investment Bank.

We are not suggesting there was an actual conflict of interest in these or other, similar
cases, but accepting hospitality can sometimes risk creating a perception of a conflict
of interest. The act of recording and scrutinising the hospitality might be considered to
mitigate this risk, at least in part. In some cases, officials may also obtain prior approval
or not accept offers around the time of business decisions relating to the provider.
However, details of these decisions may not be recorded in the register.

24

25

Comptroller and Auditor General, Major Projects Report 2014 and the Equipment Plan 2014 to 2024, Session 2014-15,
HC 941-II, National Audit Office, January 2015.

HM Revenue & Customs (HMRC) told us that HMRC and Capgemini were nominated for an award, and that it
considered attendance to be appropriate.
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Part Four

The Cabinet Office role

41 This part sets out the Cabinet Office’s responsibilities regarding gifts and hospitality
and how it fulfils them. We consider that there are four areas where there is a role for the
centre of government:

®  maintaining central policy and guidance, including on publication of
senior officials’ data;

e  obtaining assurance on compliance with policies;
e  managing Civil Service-wide risks; and

e  supporting departments in applying the policy and guidance.

Maintaining policy and guidance

4.2 The Cabinet Office provides corporate leadership for the Civil Service as a whole,
including on ethical issues such as the acceptance of gifts and hospitality. Its Propriety
& Ethics team is responsible for ensuring the highest standards of propriety, integrity
and governance within government. The team is headed by a director-general,
supported by five officials.

4.3 The Propriety & Ethics team has published three sets of guidance covering
hospitality, which apply to all parts of the Civil Service:

e  Civil Service Code, which is statutory guidance, updated March 2015;
o  Civil Service Management Code, updated March 2015; and

e  Guidance on the acceptance of gifts and hospitality, 2010.
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4.4 Government first published senior officials’ hospitality records in 2009, with the aim
of helping to account to the taxpayer for the use of public money. Since then, publication
of this information has become part of the wider transparency agenda. In August 2015,
the Cabinet Office decided to extend significantly the public reporting requirement for
hospitality. From 2015-16, departments will be required to publish quarterly returns of
the hospitality accepted by their officials at director-level (Senior Civil Service level 2)

and above, bringing it in line with existing transparency requirements on travel. This will
mean that departments will publish their data for around 960 officials, compared with
around 200 previously. The Cabinet Office expects them to publish it quarterly, one
quarter in arrears. The information will no longer be published alongside information
relating to ministers and special advisers and the Cabinet Office will no longer fix a
publication date.

Obtaining assurance

4.5 ltis the accounting officers’ responsibility to ensure appropriate procedures are in
place in relation to gifts and hospitality. The Cabinet Office does not have, or consider it
necessary to have, proactive systems to provide assurance that the system is working well.

4.6 However, there is a good awareness among officials of the Civil Service Code,
with 91% of respondents to the 2015 Civil Service People Survey stating they were
aware of the Code. Awareness has increased from 81% in 2010, and officials in the
BIS core department have a very high level of awareness of the Code (98% in 2015).
However, the Cabinet Office (and departments) do not have information on officials’
awareness specifically of the rules on gifts and hospitality.

Managing risks

4.7 We examined whether the Cabinet Office took responsibility for identifying and
managing Civil Service-wide risks in relation to gifts and hospitality. The Cabinet Office
focuses its attention on managing risks by issuing guidance on gifts and hospitality and
by answering queries on how to apply the guidance. It does not consider it necessary
to manage the system risks within the current delegated arrangements.

4.8 Cabinet Office carries out some monitoring of the implementation of the guidance,
and once prevented officials accepting hospitality from an organisation. This occurred
in 2011, when the Cabinet Office was concerned that The Chemistry Club, which runs
networking events, might be perceived to be arranging paid access to senior officials.
The Chemistry Club made some changes and the Cabinet Office lifted its restriction.
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4.9 The Cabinet Office does not base its monitoring on a review of hospitality registers.
As aresult, it does not have a picture on emerging trends or differing departmental
practices. For example, it lacks information on who are the major providers of hospitality
across government and whether departmental officials have accepted inappropriate
gifts and hospitality.

Supporting departments

410 We consider that the Cabinet Office as part of its leadership role has a
responsibility to support departments implementing the principles within its
guidance, including providing advice when departments have difficulty resolving
issues themselves. The Cabinet Office has some contact with departments, most
often the permanent secretaries’ private offices. Departments tend to seek advice
on transparency requirements and on specific issues where a department is unsure
where an individual case sits against the wider principles. Some staff responsible
for setting and overseeing gifts and hospitality rules and policies in the case study
departments would though welcome more engagement with the Cabinet Office,
particularly in providing advice and facilitating the sharing of best practice.
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Appendix One

Our investigative approach

Scope
1 We conducted an investigation into three specific areas:
e rules and processes on accepting gifts and hospitality;

e  (ifts and hospitality accepted by directors-general and other board-level
officials and by other officials; and

e  (Cabinet Office oversight of policies and practices on acceptance
of gifts and hospitality.

Methods
2  In examining these issues, we drew on several sources of evidence:

o  We interviewed key individuals from the Cabinet Office, Department for
Business, Innovation & Skills, HM Revenue & Customs, Ministry of Defence and
Defence Equipment & Support to establish: the rules and policies on gifts and
hospitality; how they were applied in practice; the governance processes; and
the Cabinet Office’s oversight arrangements.

e We reviewed policy and guidance issued by the Cabinet Office and case study
departments’ guidance. We also reviewed good practice guidance from the
Institute of Business Ethics and Sir Alex Allan’s report of his inquiry into
practices at the Serious Fraud Office.

e \We collected and analysed the gifts and hospitality information of senior
officials published under the transparency agenda and covering the period
from April 2012 to March 2015.
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40 Appendix One Investigation into the acceptance of gifts and hospitality

e We obtained and analysed three case study department’s gift and hospitality
registers. The case study departments were: the Department for Business,
Innovation & Skills (April 2012 to March 2015), HM Revenue & Customs
(April 2013 to March 2015) and Defence Equipment & Support (April 2012 to
March 2015).

e \We estimated the monetary value of gifts and hospitality accepted by using
the average value estimates by type recorded in the BIS registers (April 2012 to
March 2015). The types and values were: breakfast £7, lunch £12, dinner £41,
drinks £12, reception £22, accommodation £68, afternoon tea £10, event £26,
gift £15, refreshments £4, supper £20.

e  The gifts and hospitality types that we did not estimate were: other, meal(s)
and travel.
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ITEM 5

North Yorkshire County Council
Standards Committee
15 April 2016

Members’ Attendance at Committees

1.0 Purpose of the report
1.1 To report the record of attendance of Members of the County Council at meetings
of the County Council and its Committees for the period 1 April 2015 until 31
March 2016.
2.0 Background
2.1 Previously, the Committee had received information as to the attendance of County
Councillors at meetings of the County Council and its Committees and it was agreed
that this practice should continue.
In the past the Committee has subsequently forwarded this information to the
Leaders of each group represented on the County Council.
3.0 Members’ Attendance statistics
3.1 A copy of the attendance statistics for the period 1 April 2015 until 31 March 2016 is
attached as an Appendix.
3.2 Although this information reflects a large proportion of the Members’ attendance it
does not include Members attendance at meetings of:-
National Park Authorities
The North Yorkshire Fire and Rescue Authority
Scrutiny Best Value Reviews and other Working Groups
Attendance at site visits
Chairs and Group Spokespersons Briefings
Other miscellaneous meetings.
Meetings of various Outside Bodies such as Charities, School Governors etc
4.0 Recommendation
4.1 Subject to Members’ comments the report be noted.
4.2 That copies of the statistics be circulated to the Leaders of the Political Groups of
the County Council.
Barry Khan
Assistant Chief Executive (Legal and Democratic Services)
County Hall
NORTHALLERTON
April 2016
SML/JN

Background papers: None
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County Councillor Attendance Record
County Councillors Total
Abpeals Shown Seperately

COUNTY COUNCILLORS TOTAL POSS ACT SUBSTITUTE| % POSS7ACC PARTY
01/04/2015 | 01/04/2015 MEMBER
g 31/03/2016 31/03/2016 | ; Ex
ARNOLD Vv 21 19 90.48% Conservative
ATKINSON M 18 14 77.78% Conservative
BACKHOUSE A 14 9 64.29% Conservative
BAKER R 18 8 44.44% Conservative
BARKER A 23 21 91.30% Conservative
BARRETT P 12 10 83.33% NY Independent
BASTIMAN D 14 12 85.71% Conservative
BATEMANB A 19 16 1 84.21% Conservative
BILLING D 12 11 91.67% Labour
BLACKBURN J 13 13 5 100.00% Conservalive
BLACKIE J 14 11 78.57% NY Independent
BLADES D 16 16 100.00% Conservative
BROADBENT E 13 13 3 100.00% Labour
BURR L 10 6 60.00% Liberal Democrat
BUTTERFIELD J 13 10 76.92% Conservalive
CASLING E 15 10 66.67% Conservative
CHANCE D 27 26 96.30% Conservatlive
CLARK Jim 19 16 84.21% Conservative
CLARK John 12 11 91.67% Liberal
COOPER R 8 7 87.50% Conservative
CROSS S 15 11 73.33% UKIP
DADD G 23 22 95.65% {Conservative
|DE COURCEY-BAYLEY M A 18 18 100.00% Liberal Democrat
ENNIS J 18 11 61.11% Conservative
FORTW J 13 8 61.54% Conservative
GOSS A 15 14 1 93.33% Liberal Democrat
GRANT H 23 21 91.30% NY Independent
GRIFFITHS B 12 10 83.33% Liberal Democrat
HALL T (DECEASED) 10 9 2 90.00% Conservative
HARRISON M 8 8 100.00% Conservaltive
HARRISON-TOPHAM R 14 13 92.86% Conservative
HESELTINE M 13 13 2 100.00% Conservative
HESELTINE R 21 20 95.24% Independent
HORTON P 13 13 1 100.00% NY Independent
HOULT B 24 18 2 75.00% Liberal Democrat
IRETOND 16 12 75.00% Conservative
JEFFELS D 17 10 1 58.82% Conservative
JEFFERSON J 10 9 90.00% NY Independent
[JONES A 9 6 66.67% Liberal Democrat
JORDAN M 20 18 90.00% Conservative
LEE A 20 14 70.00% Conservative
LES C 28 26 92.86% Conservative
LUNN C 20 18 90.00% Conservative
MACKENZIE D 23 21 91.30% Conservative
IMARSDEN P 15 13 86.67% Conservative
MARSHALL B 12 12 100.00% Labour
MARSHALL S 12 9 1 75.00% Conservative
McCARTNEY J 19 15 78.95% NY Independent
METCALFE C 23 19 82.61% Conservative
MOORHOUSE H 16 14 87.50% Conservative
[MULLIGAN P 19 17 89.47% Conservative
|PACKHAM R 20 16 1 80.00% Labour
PARSONS S 13 12 92.31% NY Independent
PATMORE C 10 9 2 90.00% Conservative
PEARSON C 16 15 5 93.75% Conservative
[PLANT J 12 10 83.33% Conservative
[RANDERSON A 13 11 84.62% Labour
RITCHIE J 10 10 1 100.00% ILabour
SANDERSON J 29 24 82.76% Conservative
SAVAGE J 12 12 100.00% Liberal
SHAW-WRIGHT S 17 7 41.18% LLabour
SHIELDS E 1 10 Ql~ 90.91% Liberal Democrat
\WAW




County Councillors Total
Appeals Shown Seperately

[SIMISTER D 12 11 91.67% UKIP

SOLLOWAY A 13 12 92.31% Independent
SOWRAY P 17 14 82.35% Conservative
SWALES T 16 14 87.50% Conservative
SWIERS H 14 13 92.86% Conservative
TROTTER C 21 17 80.95% Conservative
WEIGHELL J 15 14 93.33% Conservalive
WELCHR 13 10 76.92% Conservaltive
WINDASS R 19 18 94.74% Conservative
WQOD C 27 25 92.59% Conservative
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North Yorkshir nt uncil R
EXECUTIVE POSS’ ACT
01/04/2015 01/04/2015
_ 31/03/2016 31/03/2016
[BARKER A 15 15
DADD G 15 14
HALL T 1 1
LES C — 15 15
MACKENZIE D 15 13
IMETCALFE C 15 14
WEIGHELL J 1 1
WOOD C 15 14
CHANCE D 14 14
[SANDERSON J 14 13
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"CRAVEN POSS ACT HAMBLETON POSS ACT
01/04/2015 | 01/04/2015 01/04/2015 |  01/04/2015
31/03/2018 | 31/03/2018 31/03/2016 | 310342018
[BARRETT P 2 4 BAKER B 4 1
_HESELTINE R 4 4 BARKER A 4 2
IRETON D 4 1 BLADES D 1 3
MARSHALL S a 4 DADD G 4 2
MULLIGAN P 4 3 IGRIFFITHS B 4 3
WELCH R 4 4 [RALL T 4 a
SOLLOWAY A 4 4 MOORHOUSE H 4 3
[ PATMORE C 4 4
SOWRAY P 4 2
SWALES T 4 3
WEIGHELL J 4 3
HARROGATE POSS —ACT, RICHMONDSHIRE POSS. ACT
01/04/2015 | 01/04/2015 01/04/2015 | 01/04/2015
. 31/03/2016 | 31/0372016 31/03/2018 | 31/03/2016
ATKINSON M 4 2 BLACKIE J 4 3
[BATEMANB 4 2 [GRANT H rl 4
[BUTTERFIELD J 3 4 [HARRRISON-TOPHAM R 4 3
CLARK Jim 4 3 [HESELTINE M 4 2
COOPERR 4 3 LES C 2 2
DE COURCEY-BAYLEY M A 4 . PARSONS S5 2 4
ENNIS J 4 1
FORT J 4 2
[GOSS A 4 4
HARRISON M 4 4
HORTONP 4 4 RYEDALE POSS ACT
HOULT B rl P 01/04/2018 | 010472015
JONES A_ 3 3 31032016 | 31032018
MACKENZIE D F] ] [ARNOLD V 4 7]
SAVAGE J 4 4 BURR L 4 3
SIMISTER r] 4 CLARK J a 3
TROTTER C 4 4 SANDERSON J 4 3
WINDASS R 4 4 [SHIELDS E 4 2
'WOOD C 4 3
YORKSHIRE COAST AND MOORS POSS ACT SELBY POSS - ACT
01/04/2015 | 01/0472015 01/04/2015 | 01/0472015
atio3z018 | 31/03/2018 ; 31/03/2016 | 31/03/2018
BACKHOUSE A 4 1 [CASLING E ] 2
BASTIMAN D 4 2 JORDAN M ] ]
[BILLING D 4 4 LEEA 4 3
BLACKBURN J 4 4 [CUNNT 4 a_-
BROADBENT E 4 2 McCARTNEY J 4 4
CHANCE D 2 3 MARSHALL B 4 4
CROSS § 2 4 METCALFE C 4 2
[JEFFELS D 4 ] PACKHAM R 7 2
[JEFFERSON J 4 3 PEARSON C a 4
MARSDEN P 4 4 [SHAW-WRIGHT § 4 2
PLANT J 4 4
RANDERSON T y 2
RITCHIE J 4 4
SWIERS H 4 3
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North Yorkshir nt ncil Recor
YOUNG PEOPLE " POSS ACT
OVERVIEW & SCRUTINY 01/04/2015 01/04/201 5
31/03/2016 31/03/2016

ARNOLD V 2 2
BACKHOUSE A 2 1
BASTIMAN D 1 1
JEFFELS D 2 2
JEFFERSON J 2 2
JONES A 1 0
LUNN C 2 2
PLANT J 2 1
RITCHIE J 2 2
SANDERSON J 1 1
SHIELDS E 2 1
SWALEST 1 1
TROTTER C 2 2
BURR L 1 1
HALL T 1 1
CASLING L 1 1
IRETON D 1 0
SUBSTITUTES

BATEMAN B 1
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AUDIT POSS ACT
COMMITTEE 01/04/2015 01/04/2015
31/03/2016 31/03/2016

ATKINSON M 5 5
BAKER R 5 1
BROADBENT E 5 5
CLARK Jim 5 4
FORT J 5 4
GRANTH 5 4
HOULTB 5 3
JORDAN M 5 5
SUBSTITUTES
BLACKBURN J 1
TROTTER C 1
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North Yorkshir nt ncil R
'PENSION FUND POSS ACT
01/04/2015 | 01/04/2015
R 31/03/2016 31/03/2016
BATEMAN B 6 5
BLACKIE J B 4
ICROSS S 2 0
[DE COURCEY-BAYLEY M A 6 6
[HARRISON-TOPHAM R 6 5
MULLIGAN P [] 6
SWIERS H 6 6
WEIGHELL J 6 6
SUBSTITUTES
PATMORE C 1
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SOWRAY P

[TROTTER C

WINDASS R

SANDERSON J

P L1 ] BN X1 BN BT BT BN B

=~ DD D] |||~

SUBSTITUTES

PEARSON C

BROADBENT E

GOSS A
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North Yorkshir nt ncil
PLANNING POSS ACT
& REGULATORY 01/04/2015 01/04/2015
FUNCTIONS SUB-COMMITTEE 31/03/2016 31/03/2016
BLADES D 1 1
HESELTINE R 1 1
HOULT B 1 1
SANDERSON J 1 0
TROTTER C 1 0
SUBSTITUTES
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POLICE & 'POSS ACT
CRIME 01/04/2015|01/04/2015
PANEL 31/03/2016|31/03/2016

LES C 5 5
GRANT H 4 4
SHAW-WRIGHT S 4 2
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North Yorkshir nt R
STANDARDS 01!9412015 01/04/2015
31/03/2016 31/03/2016

GOSS A 2 2
GRANT H 2 2
JEFFELS D 2 0
PATMORE C 2 2
SOWRAY P 2 1
SUBSTITUTES

WINDASS R 1
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11

SUBSTITUTES

SWALES T

[BLACKBURN J

-

EMPLOYMENT APPEALS

ELACKBURN J

[BLACKIE J

PATMORE C

RANDERSON A
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