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This report is issued under Section 8 of the Audit Commission Act 1998 (the Act)
and is a report in the public interest. It is to be dealt with in accordance with
section 10 of the 1998 Act, which requires the report to be considered by the
Council at a public meeting. It concerns the allocation of properties to council
tenants and related matters at Nottingham City Council between 2003 and 2005.

In March 2006, the Audit Commission published an Inspection Report on
Nottingham City Homes (NCH), a newly formed arm's length management
organisation set up by Nottingham City Council (the Council). The report found
that, at that time, there were significant weaknesses in the processes for
allocating properties to tenants:

It should be noted that the management of Council's stock of 29,000 houses,
together with the majority of the staff from the Council's Housing Department, had
been transferred to NCH in April 2005.

Coinciding with the inspection, allegations were being received by the Audit
Commission and the Council mainly relating to inappropriate allocations of
properties and allocations that were not made in accordance with the Council's
policies and procedures.

Given the nature of the allegations, we determined that it was appropriate to carry
out further work as part of the statutory audit. Our investigation has been
conducted in association with the Council's Internal Audit Service. We are most
grateful for their assistance.

A point of context is important in reading this report. Most of the events that are
reported here originated in the period 2003 to late 2005, in the latter days of the
direct control of council housing by the Council and the early days of NCH.

All of the senior managers at NCH who were then in post have now left - for a
variety of reasons. In addition, since 2005, there has been a complete overhaul of
management arrangements and the introduction of a new choice based letting
scheme, in order to make improvements.



This report sets out the findings in relation to our investigation of the allegations
and information received. The report examines two areas:

the way in which properties were allocated to tenants; and

the use of a council in-house employment agency, First Call, to recruit staff
into the Housing Department.

It should be stressed that in compiling this report we have examined only a
limited number of cases. Whilst the matters we report upon are serious, they do
not imply that all aspects of the Housing Service were deficient.

An Audit Commission inspection of NCH that is currently taking place will provide
an independent assessment of the improvements being achieved in the
management of council housing.

Between 2003 and 2005, the Housing Service in Nottingham was not consistently
operating according to its own rules or in the best interests of the public. Some
officers did not always allocate housing in accordance with the Council's policies
and procedures. As a result council houses were not always allocated to those
most in need.

In the cases we investigated, weaknesses in management and control systems
allowed Council policies to be overridden and properties allocated to persons
associated with a number of senior and other officers. In some cases these
houses were also subject to high repairs expenditure (significantly improving the
houses) and then right-to-buy applications, enabling the tenants (who should not
have been tenants in the first place) to buy the properties at discounted prices.

In the period 2003 to 2005, around 700 (10 per cent of all offers made) offers of
council housing were made outside of the waiting list points system. These
'manual offers' were not subject to proper control. This view is supported by the
fact that, after the Inspection Report in 2006, when better controls were
introduced, manual offers fell to only 0.5 per cent of total offers made (equivalent
to around 30 to 40 a year).

For offers of housing made within the points system, the evidence suggests that
the system was being applied incorrectly by some officers. In the three years to
the end of 2005, there were over 2000 offers of housing made where the
indications are that the points system was not correctly applied. The result would
probably have been that some individuals were given tenancies sooner than they
should have been or were granted tenancies of types of properties which were
more suitable for a tenant with greater housing need.

With one exception, we have not found any evidence of inappropriate
involvement of councillors in allocations. In that one case, the involvement of the
councillor led to a house being allocated to a couple in advance of their assessed
priority.



We have also found evidence of offers of temporary employment, where officers
have been able to give jobs to people outside of the established appointments
process. Housing managers used the 'special request' process (which enabled
the normal recruitment process to be by-passed) to make 38 placements
between 2003 and 2005.

We have concluded that the failings in the Housing Service revealed in our
investigation were a reflection of failings in the culture, systems and management
of the Service. This was an organisation where policies and procedures were not
consistently applied and where staff felt unable to question instructions and
challenge things that appeared to them to be wrong.

It was all of Housing Management's responsibility to operate proper systems of
controls and this was a particular responsibility for senior management within the
Housing Service.

Senior councillors were not given the right information by senior officers to enable
them to perform their role effectively. The performance information provided to
senior councillors relating to the Housing Service was not comprehensive and did
not tell them how their allocations policies were being implemented.

The Council and the NCH Board need to demonstrate that they have addressed
the failings described in this report. They need to demonstrate that exemplary
standards of public administration are now present in the management of council
housing in Nottingham.

The Council should consider the issues raised and the recommendations we
have made. Qur recommendations are as follows.

Review the governance arrangements within NCH and retained Housing
Services in the City Council to ensure they are both adequate and operating
effectively in respect of:

the declaration of interests in a formal register;

rules on avoiding involvement in cases where a personal interest or a
personal association may be involved;

procedures for dealing with bullying and harassment; and

procedures to allow staff to raise issues confidentially (whistle blow) when
they encounter irregularities or other issues of concern.

Ensure that adequate and proportionate audit trail arrangements are in place
to prevent allocations being made inappropriately in future.

Ensure that the procedures governing manual allocations are operating in a
proper manner and that adequate records are being maintained in support of
these allocations decisions.



Ensure that procedures prevent inappropriate restrictions on offers of housing
being entered into the computerised allocations system and that adequate
records are being maintained in support of decisions made.

Ensure the procedures for the recruitment of temporary staff through the First
Call agency are now operating in a proper manner, to minimise the risk of
patronage or favouritism occurring.

Ensure there are mechanisms in place that require councillors to register any
potential conflicts of interest when seeking to advocate on behalf of local
constituents.

The Council and NCH should also consider in detail the individual cases reported
here and determine what action is necessary, particularly regarding the legitimacy
of tenancies and right-to-buy purchases.



For the purposes of this report, we refer generically to the Housing Service to
cover staff employed in a housing capacity either at the Council until 2005, or
following their transfer to NCH.

Our investigation began in November 2005. The final phase of the audit ran
between December 2006 and September 2007. We have been consulting on the
report in various ways since that time.

The audit has been protracted both because of the complex nature of the cases
and because of the difficulties that have been experienced in obtaining evidence:

there are a number of key individuals who we would have wished to interview,
but who have been absent on long term sick leave and have not been well
enough to respond to questions, either in person or in writing;

there have been basic contradictions in the evidence provided at interview by
different individuals and further contradictions between their statements and
the documentary evidence that was available; and

in general the evidence that was retained by the Housing Service in support
of decisions made has been inadequate.

In forming our judgements, we have placed most reliance on interview evidence
that is supported by some form of documentary evidence. We have also given
weight where there was a prevalence of particular views expressed in interviews.

The cases investigated were identified both through third party allegations and
from audit work undertaken in the follow up to the 2005 Inspection Report.
Because of the large number of these potential investigations (nearly 70), our
detailed work has concentrated on a sample of cases. We selected the sample
after taking into account the quality of the information already available to us and
the issues evident in our initial analysis.

We are grateful to the people who have responded to our questions or otherwise
provided evidence. We are patrticularly grateful for the co-operation we have
received from NCH.

Allocations policies should be applied in a way that seeks to ensure all applicants
for council housing are treated in a fair and consistent manner. Allocations
policies were at that time backed by a waiting list points system to help ensure
this was achieved and provide transparency to the process.



The sample of housing allocations that we reviewed in detail found serious
failings in the application of allocation policies and procedures in Nottingham's
Housing Service. We believe that deficiencies in the management and culture of
the Service were the root cause of these failings.

The failings took place within a particular context. This context goes some way to
explain how established policies and procedures could end up being overridden:

the Council was seeking to reduce the time taken to let vacant properties. To
ensure that delays in letting were minimised, staff were encouraged to be
'flexible' in their approach;

specifically, properties that were deemed 'hard to let' could be let to almost
anyone who would take them, whether they were on the waiting list or not,
and with the recognition that the properties might end up under-occupied; and

the approach was one of 'getting the job done', with the aim of achieving a
quick turnaround in lettings. Senior officers would focus on this in their
reviews of the performance of local area housing offices.

In 2003 the Council formalised a policy relating to properties that were classified
as sensitive lets. This policy also enabled allocations to take place outside of the
waiting list. Sensitive lets required prospective tenants' character to be vetted if
properties were deemed to be in a sensitive location.

The impetus to be flexible in applying allocation policies was Council policy.
Minutes of an Area Managers' meeting indicate that this was interpreted by the
then Director of Housing as requiring staff to apply a more flexible approach in
allocating properties, with managers able to offer accommodation 'out of turn' if
the case justified this. There were, however, concerns from staff as to a lack of
direction from senior management on how this new approach should be applied.

Such judgements on 'flexible allocations' should have been made within clear
parameters, in an open and accountable way. We have no evidence that
guidance on the parameters of judgement was ever produced by senior
management in the Housing Service.

All proposed 'flexible allocations' outside of the points system, known as 'manual’
allocations, should have been considered and approved by 'Allocation Panels'.
These were usually made up of a number of managers, and were also sometimes
referred to as 'Management Panels'. Whilst some managers were apparently
happy with the operation of these panels, others that we interviewed were not.

From the our examination of individual cases and other evidence, we found that:
the Panels were not used consistently;
they had limited effectiveness; and

some Panel Members told us they felt unable to question allocations initiated
by more senior officers.
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A senior manager raised concerns within the Housing Service regarding the
flexible approach with the then Director of Housing (who subsequently became
the NCH Chief Executive). Staff felt that the flexible approach, with the emphasis
on a quick turn around of lettings, might place them in an exposed position,
where they might be accused of overriding allocations policies. In the senior
manager's email to the Director of Housing, he said:

‘Like you | come from a position where we have 33,000 properties,
a number of which we struggle to let, and where we are able to
offer accommodation to people who are not only desperate, but
would be a credit to the local community, it's in order to allocate
them.

The problem with this approach is that it does leave myself
personally vulnerable to the interpretation that | am in breach of
the rules....l felt reassured when you said this morning that, as
we have a surplus of properties, we should just get on with it.’

Email from the senior manager to the then Director of Housing July 2004.
'"Totally agree... you have my full support’
Email response from the then Director of Housing

In this situation, if implemented fairly and consistently, a flexible approach to
allocations would clearly have merit. However, as noted above, the boundaries
and controls within which the approach should have operated were never
effectively established by management, so the approach was open to
misinterpretation and allowed the opportunity for abuse in the allocation of
housing.

Hard to let properties

The 'hard to let' flexibility, introduced into the system to tackle delays in lettings,
was interpreted and applied in a way that led to inappropriate allocations of
properties. We found that the defining of a vacant property as 'hard to let' was not
subject to proper control.

The definition of 'hard to let' was set in 1999:

‘A property should be ready to let and have been refused and be,
in the opinion of the ACM (Area Contract Manager), having taken
into account the existing waiting list and priority status of
applications, likely to be refused again unless a ‘'managed’ offer is
made.’

By 2003 a number of 'unofficial' variants to this definition appeared to be in
operation within Housing - the policy itself had not been formally revised. In the
cases that we examined, neither the policy nor its variants were being applied
properly, with some properties deemed 'hard to let' when they were clearly not.
There are examples of family type properties with two or more bedrooms, which
had always been in demand, being allocated as 'hard to let'.
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In some cases, whole streets were defined as 'hard to let', despite variations in
type of property in the street and different levels of demand for those properties.
For example 36 streets in Hyson Green were defined as 'hard to let'. This meant
that they could be allocated outside of the normal waiting list process. The
application of the 'hard to let' description was, we believe in many cases, beyond
the intention of the policy.

Sensitive lettings

The category of 'sensitive let' was introduced by the Council in 2003, at the
request of Councillors and approved by Committee. It was a category that was
intended to be used to counter crime and problems of anti-social behaviour on
estates, by ensuring that, in 'sensitive' locations, prospective tenants were vetted
as to suitability. Arrangements for sharing information with the Police were
initiated to back this up.

Despite this having Committee approval, senior management did not ensure that
the 'sensitive lettings' category found its way into the Council's formal allocations
policy. Further, there appeared to be no guidance to staff on how it should be
applied. Staff therefore found this a difficult policy to follow.

Besides not having a criminal or anti-social behaviour record (which could be
checked from Police records), applicants were required to be of good character,
and this could not be established without an interview. Staff said that interviewing
all prospective tenants for a particular property was usually not feasible, so they
could not determine who it was most appropriate to let the 'sensitive' property to.

The Housing Service did not compile information or statistics on the numbers or
prevalence of 'sensitive lets'. Staff asked to make a 'sensitive let', have told us
that they simply had to follow instructions from senior officers on who the
'sensitive let' property was to be offered to. In a case we examined, the 'sensitive
let' was made to a member of staff, without considering any other potential
tenants. The application of this informal policy could therefore result in allocations
being made without proper checks and provide an opportunity for the policy to be
abused.

An indication that the allocation policies and procedures of the Council were not
being followed was the level of manual allocations, ie those made outside of the
points system. In the two years to October 2005 manual offers were running at
10 per cent - about 700 out of the total of 7000 offers made each year.

The Chair of Housing at the time was not informed by officers of the level of
manual offers and has expressed to us his surprise that the level was so high.
We believe that officers should have reported information on the number of
manual offers to Committee. However, we have seen no evidence that this was
done.

Following controls introduced in November 2005, in the wake of the Inspection
Report, manual offers are now running at around 0.5 per cent, or 30 to 40 a year.



We also have evidence that the points system itself was being used in a way that
resulted in allocations to particular individuals, rather than to others who would
have otherwise qualified. In one of the cases we examined various restrictions
were placed on eligibility criteria for a property, until a match was found with the
circumstances of the individual then allocated the property. These restrictions
meant that other applicants with higher points totals were not considered for the

property.

In the three years to the end of 2005, there were over 2,000 offers of housing
made where specific restrictions were placed on the allocation criteria for no
apparent housing reason. For example over 600 offers were made which required
applicants for the property to be a particular age, and over 1,200 offers required
applicants to have a set number of children. Over 300 restrictions were applied
which required the applicant to be pregnant, yet there are no properties that are
only suitable for pregnant women.

Three officers were responsible for half of these restricted offers of housing. One
of these officers has since been dismissed.

Staff in Area Offices told me that they often received requests from Housing
Service's Head Office for specific allocation cases to be considered and action
taken. The nature of the request was usually that a particular individual was
specified as having an urgent housing need that should be dealt with as a matter
of priority by the area office staff.

Requests of this nature were usually made by telephone. When put in writing,
these requests were often framed in the manner of 'l would like you to look at the
case of... which seems to me to be justified... keep me informed of progress'.

We were told that when Housing staff requested supporting evidence to justify the
potential allocation, this, even when promised, would not necessarily appear. The
difficulty we encountered in our audit in finding relevant documents, to some
extent supports this.

The absence of evidence means that it is not always possible to judge the
legitimacy of requests. Whilst these requests may well have been proper, no
allocation should have been made without the documentary evidence to support
it.

There was a system within the Housing Service's Head Office for recording

details of requests made to Area Offices. However, it was not apparent that
relevant information was being shared with Area Offices.

Staff in the Area Offices usually responded to the requests by 'holding' a vacant
property in the computerised allocations system. The property would then be
offered to the individual identified by head office as requiring housing.

Staff from the Area Offices that were interviewed told us that they regarded these
requests for allocations from Head Office as direct instructions.



A different view has been expressed to us from some employees who were
based at the head office. This is that requests to Area Offices that action be taken
were simply that - requests. Area staff were expected to deal with these requests
according to the Council's policies and in a professional manner. It has also been
suggested to us that within the area offices properties were marked to be 'held’,
inappropriately by some Area Office staff.

The views expressed by staff emphasised what they thought of as the negative
aspects of the 'forthright' management style said to be prevalent in the Housing
Service. Some staff felt that they were unable to ask questions regarding
decisions made at the head office or that questions were not welcomed and that
a failure to comply would have had adverse consequences for their working
conditions and prospects. Staff gave examples where they believed this had
happened. Staff also said to us that they did not feel able to raise their concerns
through any formal or other channels.

In our view, the deficiencies in organisational culture evident in this situation were
the root cause of many of the problems that we found in the Housing Service.

However, in statements sent to us, other officers have expressed contrasting
views. They said they found the management style at that time to be inspirational
and found no difficulty in raising questions with senior management regarding
decisions. They pointed to the positive effects of an emphasis on 'getting the job
done quickly' with a minimum of bureaucracy.

The management of the organisation appeared to be unaware that some staff felt
they could not query requests to act where the proper processes were not being
followed and some staff felt systems were open to abuse.

In addition staff do not always appear to have understood what management's
expectations were regarding what could be allowed as legitimate flexibility in the
operation of the housing allocation system. This particularly applied to the
application of the 'hard to let' policy.

This is not a healthy state of affairs. Senior management in the Housing Service
should have known about these system and cultural failings and should have
taken action.

Below we summarise findings from the individual cases that were examined in
detail.

The overall conclusions that we draw from these cases are that:

there is evidence that allocations of properties were not made in accordance
with the points system or the policies of the Council;

there is evidence that repairs were arranged outside of the repairs system;
there has been inadequate management review; and
record keeping was inadequate to support decisions.



Area Housing staff allocated a property to an employee that they line managed
without properly considering any other potential applicants. The allocation was
made manually outside of the normal lettings process, as a 'sensitive let'. Senior
management in Housing Service's Head Office had some months previously
instructed the Area Office that the property should be treated as a 'sensitive let'.
The subsequent letting was made with the sanction of a senior manager in
Housing's head office.

Despite Area staff carrying out the usual checks, the true housing status of the
applicant was not established. The employee's housing application (which was
checked with him) did not accurately specify the full housing needs of the family
or their housing circumstances.

The result was that the employee obtained the tenancy ahead of a significant
number of other more needy applicants. Some housing staff were concerned as
to the legitimacy of the allocation, but they told us they believed that the
employee had a connection with a particular senior manager and felt unable to
raise their concerns.

The Ombudsman has also investigated this case - his provisional finding was that
there had been 'maladministration and injustice' (the report was not finalised as
the matter was subject to a local settlement).

Just before the allocation, building works costing £43,000 were carried out to the
property. The original estimate for the works was £15,000. No records exist to
explain why the cost increased so much.

The Housing Service's Head Office directly intervened to use the manual
allocation process to allocate a house to the partner of a Housing employee. The
senior manager responsible for the manual allocation states that this was justified
because the tenant had suffered racial harassment at her previous Housing
Association rented property.

The tenant did not make any reference to harassment on her application form
(but has since produced a police crime number as evidence of this). There is
nothing on the Housing Association files relating to any harassment. No other
prospective tenants were considered for the property.

The allocation should have been subject to the established reciprocal transfer
process for existing Housing Association tenants (ie if the Council house a HA
tenant then the Council get a HA property for allocation). It was not. We can find
no reason as to why this was not investigated or considered.

The allocation was retrospectively approved by a Management Panel. The Panel
did not challenge the allocation, even though it lacked supporting evidence and
the reciprocal transfer process had not been considered.



The property was allocated to the tenant following the wrong process. As an
existing tenant the allocation should have been dealt with as a transfer, rather
than through the normal waiting list. As a result the tenant has been re-housed
sooner than he would have been.

The criteria used to find a suitable applicant for the property were amended so
that they exactly matched this tenant's circumstances - facilitating the allocation.
If this had not been done there were at least four other applicants who should
have been offered the property before this tenant.

A housing applicant, who was the partner of a Housing Officer, was allocated two
properties in turn, when the evidence indicates that there was no urgent need.
Our evidence suggests that the tenant never lived at the first property. It was only
after our enquiries began, two years after the tenancy started, that she moved
into the second property.

Considerable renovation works were carried out at the first property. These were
arranged by the Housing Service's Head Office, outside of normal procedures.
Staff stated that they were aware of this, but felt unable to raise questions.

Three applicants for housing were prioritised for allocations of properties, ahead
of other applicants. This was done by 'holding' the properties to prevent offers
being made to other applicants, then organising manual offers to the applicants.

In total allocations to six properties were involved. Some of these properties were
wrongly defined as 'hard to let', and had more bedrooms than the applicants
needed. Of the final allocations to the three applicants, only one was to a 'hard to
let' property - so neither of the other two allocations should have been made
manually.

The final offers to the three individuals were made on the same day. This might
be possible for an exchange of properties mutually agreed between tenants, but
this was not a mutual exchange.

Documentary evidence shows two of the final offers to be at the request of a
senior officer at Housing's head office. This senior officer denies any direct
involvement and states that a three way move was not unusual.

Following the allocations several of the properties were prioritised for substantial
repairs. Staff told us that the repairs were undertaken outside of the usual
system, arranged at the request of the Housing Service's Head Office.

One of the tenants (also a Housing employee) has now purchased his house at a
discounted price through Right To Buy.

Ultimately these individuals have gained council housing at the expense of more
needy applicants.



A Councillor initially raised the case of a housing application from a young couple
within his ward with the Area Office. Housing staff state that they told him,
because the couple were assessed as low need, it would be a considerable time,
probably years, before they might be offered a property in the high-demand
location that they had specified.

With no further progress after six months the Councillor, in accordance with
normal practice, contacted the Chair of Housing who then contacted a senior
officer and asked him to consider the case. At this time the Councillor stated that
one of the applicants was his grandson (he was not). The Councillor says that he
made this incorrect statement to emphasise the personal nature of his
relationship with the applicant.

The senior officer wrote to the Area Office stating:

The Area Office staff state that they regarded this as a direct instruction and
manually allocated a property to the couple - on the day they received the
'instruction’ from the senior officer. The property was in the high-demand location
the couple had requested.

We have separately considered a number of allocations in which there has been
evidence of Councillors legitimately raising questions with Housing on behalf of
ward constituents.

In a number of these, there are indications that a manual allocation has been
generated in advance of waiting list priority. In others there is an absence of
evidence on the file to justify the allocation.

The conclusion is that, because of the systemic failures that were present in the
Housing Service at the time, legitimate enquiries by Councillors on behalf of
constituents could, down the line, result in accelerated allocations by officers.

However, apart from elements of this case, we have not found evidence that the
involvement by Councillors, including the portfolio holder, was in any way
improper or that any undue pressure was brought to bear by them.

Over a period of two years, an Area Housing Manager prioritised two employees
(brothers) and their father for housing in three separate properties, ahead of other
applicants. This was done by holding the properties to prevent offers to other
applicants, then organising manual offers on the basis that the properties were
'hard to let'. Our view, based on lettings history and right to buy applications, is
that the definition of 'hard to let' was incorrectly applied in these cases.



An officer involved in the allocation told us that when recording and prioritising the
application she had entered false details. The officer stated that they would enter
details that differed from the application if instructed by management to do so.

A senior manager wrongly arranged for a single person known to him to be
allocated a three bedroom house. Prior to the offer being made, the senior
manager had instructed the area office to hold a number of other three bedroom
properties for possible allocation to this person. The area office questioned the
allocation of a three bedroom property to a single man. They were then told by
the senior officer that he had mistakenly believed the allocated property to be a
two bedroom property. He said it was too late to revoke the offer.

The offer, which was a manual allocation, was approved by a Management Panel
on the grounds of racial harassment. The report to the Panel, which should
include details of any racial harassment, is missing and there is no mention of
harassment on the application form for re-housing.

Housing staff also state that substantial works (which totalled over £22,000) were
arranged to be carried out to the property. Over £12,000 of the works were
ordered after the tenant had made a right to buy application. The right to buy
section were not informed of these works and so the purchase price was not
adjusted upwards to reflect any enhancement in value.

The right to buy application did not disclose that the tenant had previously shared
with his parents in a right to buy acquisition from the Council. If this had been
disclosed, the discount on the purchase price would have reduced from £24,000
to nil.

The allocation of a council property to an employee in the Leisure department
was irregular. The property was ‘held' for Housing's head office prior to a housing
application being submitted by the employee. The whole process was dealt with
in a matter of days.

The property allocated was not 'hard to let'".



The cases above demonstrate significant failings in the way allocations were
made in the period examined. The cases show examples of policies not being
applied, procedures not being followed and proper records not being kept. The
cases also illustrate the cultural failings that were evident in the Housing Service
at the time.

In some of the cases examined, there was evidence of a potential conflict of
interest in that there was an association between the housing officer and the
applicant, who in some cases was another staff member or partner of a staff
member. In none of the cases was there a formal disclosure by any housing
officer of a conflict of interest nor were there any rules about the need to disclose
such a conflict of interest. In my opinion disclosure of an association could
reasonably have been expected of any officer and where a conflict of interest
existed the officer concerned should not have been involved in the case.

The failings identified had the result that on occasions properties were allocated
to people ahead of those who had the greatest housing need and some of those
people went on to purchase the property they were allocated at a discount.

The Council set up its own temporary staffing agency - First Call - in 1997. It was
intended that this should operate in a similar manner to any external staffing
agency, with potential employees registering with the agency and completing
basic competency tests. Council managers were then supposed to contact First
Call when they had a temporary clerical or administrative vacancy, to obtain a list
of suitable candidates for selection.

However, Council managers (not just in Housing) were able to by-pass this
recruitment process by making ‘special requests’ for a particular individual to be
taken on, even though that individual was not registered with First Call. First Call
made sure any such 'special request' was recorded on file, identifying the
departmental manager responsible because they fell outside of the normal
process. More recently, First Call introduced a specific ‘disclaimer’ for managers
to sign, in which the manager accepts responsibility for the recruitment process
given that First Call had only limited involvement when 'special requests' were
made.

Internal Audit produced a follow up report on the operation of First Call in 2007
and that the Council is implementing the recommendations made in that report.

First Call provided us with a summary of their placements with Housing. It
showed that between March 2003 and September 2005 there were 48
placements through First Call, of which 38 were ‘special' requests.

Most recruitment was centralised through the Housing Service's Head Office.

We reviewed four of the cases in detail. Aspects of all these cases were
unsatisfactory. However, there is a contradiction in the evidence we have



gathered between each of the individuals' descriptions of how they were
appointed to their original temporary role and First Call’s records (or the
acknowledged process). Each of the individuals state that they did in fact go
through a recruitment process with First Call.

In each of the cases reviewed the individual was quickly appointed from the
temporary role to a permanent job, solely on the basis of the relevant experience
provided by the temporary work. In two of these cases they were appointed to the
maximum pay point available - we can find no record to support these decisions.

Case 1 - Special request by an Area Housing Manager. The individual was
appointed to a temporary post that was made permanent seven months later.
Staff said the person turned up out of the blue, they were told to find her work.

Case 2 - First Call's records show this as being a special request from an Area
Manager. The Area Manager denies making this request. The person started
work in a Scale three post, but despite unsatisfactory probationary reports and a
poor sickness record, was quickly appointed to a permanent Scale six post. The
person resigned prior to a disciplinary in 2007.

Case 3 - Special request from Housing head office. After four months this person
was appointed to a permanent position at the top of the appropriate pay scale.
The person resigned prior to a disciplinary 2007.

Case 4 - Special request from Housing Service's Head Office. After five months
this person was appointed to a permanent post at the top of the pay scale. No
records exist concerning the permanent appointment, but this change was
effected on the creation of NCH, when a number of temporary posts were made
permanent.

The use of First Call is a legitimate tool for recruiting temporary staff at short
notice. The use of the 'special request' route can also be legitimate in
circumstances where for example there is an urgent need for a temporary
member of staff with specific skills or knowledge. However the use of the 'special
request' route in housing was excessive compared to other parts of the council
and the proper processes were not followed. The lack of proper controls and
failure to follow proper processes provided an opportunity for appointments to be
made that might not have been were the correct procedures adhered to.



We conclude from our audit that, particularly as regards allocations of council
properties, Housing was failing in its obligations to provide a fair and consistent
Service. Senior Housing management should have been aware of the failings and
should have taken action:

the culture of the organisation was flawed. Some staff were acting on
instructions they believed to be wrong, but felt they had no option but to
comply; and

management controls were not operating adequately.

Specifically, we believe that not all the system controls that should have been
established to ensure the proper administration of the Housing Service were in
place. It is also evident that the organisational culture was such as to allow
controls that had been established to be over-ridden without proper justification
being provided.

Our conclusions relate particularly to the flexibilities in allocations procedures that
were introduced in 2004, but also apply to what should have been more tightly
controlled allocations using the computerised system. These weaknesses
presented the opportunity for distortions to occur in the application of council
policies and, at the extreme, the opportunity for officers to obtain personal
advantage from manipulation of the systems.

It was all of Housing Management's responsibility to operate proper systems of
controls and this was a particular responsibility for senior management within the
Housing Service.

In our interview with him, the Leader of the Council expressed frustration with
how the Housing Service had operated. The Leader stated that he felt that the
management of the Service had been working in silos, with senior officers at odds
with each other. Performance was poor and statistics intermittent and unreliable.

The then Chair of Housing also felt that at the time the performance of the
Service was poor. It had a culture that was not open to change and was not
responding to the need to become service focused.

Both councillors felt that in the move towards the establishment of NCH the
organisation had begun to turn itself around. In retrospect it was clear that there
had been problems, but these were not apparent at the time. Both councillors
also expressed disappointment that the whistle-blowing arrangements at the
Council did not seem to have operated effectively before the inspection.



This report has identified a number of issues of serious concern. We present in
the summary, recommendations detailing the actions we believe are needed to
address the issues raised.

It is now for the Council and NCH to ensure that appropriate action is taken, so
that the citizens of Nottingham can have confidence that the Council Housing
Service is being administered fairly.

We will monitor the progress made in response to the recommendations. The
Audit Commission inspection of NCH that commenced in November 2008 will
report publicly on the current quality of council housing services in Nottingham.



The Audit Commission

The Audit Commission is an independent watchdog, driving economy, efficiency and
effectiveness in local public services to deliver better outcomes for everyone.

Our work across local government, health, housing, community safety and fire and rescue
services means that we have a unique perspective. We promote value for money for
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.

As a force for improvement, we work in partnership to assess local public services and
make practical recommendations for promoting a better quality of life for local people.
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