Haringey Council

NOTICE OF MEETING

Audit Committee

THURSDAY, 23RD APRIL, 2009 at 19:30 HRS - CIVIC CENTRE, HIGH ROAD, WOOD
GREEN, N22 8LE.

MEMBERS: Councillors Rahman Khan (Chair), Bull, Davies, Diakides, Gorrie, Mallett
(Vice-Chair) and Mughal

AGENDA

1. APOLOGIES FOR ABSENCE
To note any apologies for absence.
2. URGENT BUSINESS

The Chair will consider the admission of any late items of urgent business. (Late
items will be considered under the agenda item where they appear. New items will be
dealt with at item 15 below).

3. DECLARATIONS OF INTEREST

A member with a personal interest in a matter who attends a meeting of the authority
at which the matter is considered must disclose to that meeting the existence and
nature of that interest at the commencement of that consideration, or when the
interest becomes apparent.

A member with a personal interest in a matter also has a prejudicial interest in that
matter if the interest is one which a member of the public with knowledge of the
relevant facts would reasonably regard as so significant that it is likely to prejudice the
member’s judgement of the public interest and if this interest affects their financial
position or the financial position of a person or body as described in paragraph 8 of
the Code of Conduct and/or if it relates to the determining of any approval, consent,
licence, permission or registration in relation to them or any person or body described
in paragraph 8 of the Code of Conduct.



10.

11.

12.

MINUTES (PAGES 1 -38)

To confirm and sign the minutes of the Audit Committee held on 3 February 2009.
DEPUTATIONS AND PETITIONS

ACCOUNTING POLICIES AND ACCOUNTS 2008/09 (PAGES 9 - 18)

Report of the Chief Financial Officer to report and consider the accounting policies
that are being used for the closure of the Council’s accounts for 2008/09.

IMPLEMENTATION OF NEW INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRS) (PAGES 19 - 22)

Report of the Chief Financial Officer to provide a background to the introduction of
International Financial Reporting Standards (IFRS) to Local Government and to
outline the process Haringey Council will be taking to ensure full implementation.

AUDIT COMMITTEE UPDATE FROM GRANT THORNTON (PAGES 23 - 24)
Report of Grant Thornton.
AUDIT AND INSPECTION FEES 2009/10 (PAGES 25 - 36)

Report of the Chief Financial Officer to inform the Committee of the proposed audit
and inspection fees for 2009/10 to be charged by Grant Thornton and the Audit
Commission.

PROGRESS REPORT ON COUNTER FRAUD ACTIVITY RELATING TO HOUSING
BENEFIT AND COUNCIL TAX BENEFIT

TO FOLLOW
INTERNAL AUDIT ANNUAL PLAN AND STRATEGY 2009/10 (PAGES 37 - 76)

Report of the Head of Audit and Risk Management to inform Members of the
proposed Annual Internal Audit Plan for 2009/10 and to advise Members of the
internal audit strategy.

INTERNAL AUDIT PROGRESS REPORT -2008/09 QUARTER 4 (PAGES 77 - 128)

Report of the Head of Audit and Risk Management to inform the Committee of the
work undertaken during the fourth quarter by the Internal Audit Service in completing
the annual audit plan and any responsive fraud investigation work. In addition, the
work of the Council’s personnel division in supporting disciplinary action taken across
all departments by respective council managers.



13. RISK MANAGEMENT AND CORPORATE RISK REGISTER (PAGES 129 - 170)
Report of the Head of Audit and Risk Management to inform the Audit Committee of
the current position on risk management implementation across the Council and
provide a revised risk management strategy for consideration and approval and to
provide a register of corporate business risks for review.

14. OFFICE OF THE SURVEILLANCE COMMISSIONERS (OSC) INSPECTION
(PAGES 171 - 182)

Report of the Head of Audit and Risk Management to inform Members of the
inspection visit made to Haringey by the Assistant Surveillance Commissioner in
March 2009 and to inform Members of the recommendations made by the OSC and
the council’s response in order to ensure these are appropriately addressed.

15. NEW ITEMS OF URGENT BUSINESS
To consider any new items of urgent business admitted at item 2 above.

16. DATE OF NEXT MEETING
Tuesday, 2 June 2009 at 19:30hrs.

Yuniea Semambo Helen Jones

Head of Local Democracy and Member Services  Principal Committee Coordinator

5" Floor Tel: 020 8489 2615

River Park House Fax: 020 8489 2660

225 High Road Email: Helen.jones@haringey.gov.uk

Wood Green

London N22 8HQ Wednesday, 15 April 2009
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MINUTES OF THE AUDIT COMMITTEE
TUESDAY, 3 FEBRUARY 2009

Councillors Rahman Khan (Chair), Bull, Diakides, Gorrie and Mallett (Vice-Chair)

Apologies Councillor Davies
MINUTE ACTION
NO. SUBJECT/DECISION BY

PRAC62. APOLOGIES FOR ABSENCE

Apologies for absence were received from Clir Davies.

PRACG63.| URGENT BUSINESS

There were no items of urgent business.

PRACG64. DECLARATIONS OF INTEREST

There were no declarations of interest.

PRACG65. MINUTES

In respect of the circulated minutes of the 28 October 2008, Clir Gorrie
requested an update on how progress on the resolutions made in
respect of the Health Inequalities report (PRAC53) would be monitored.
The Chair would forward an update on this issue to Clir Gorrie outside
the meeting.

ClIr Gorrie also requested an update on the position regarding Icelandic
Banks (PRAC56), and expressed concern that there had been no
Member involvement in the governance process for the review. Concern
was also expressed that the initial report had yet to be published,
although it had been due for the end of December 2008. The Chair
noted the concerns expressed, and reported that the issue of Icelandic
Banks was referred to by Grant Thornton in the CPA Use of Resources
report. Grant Thornton had taken the view that the Council had acted in
accordance with its treasury management policy.

RESOLVED

That the minutes of the Audit Committee held on 28 October 2008 be
approved and signed by the Chair.

PRACG66. DEPUTATIONS AND PETITIONS

There were no deputations or petitions.

PRAC67. COMPREHENSIVE PERFORMANCE ASSESSMENT (CPA) - USE OF
RESOURCES AND DATA QUALITY - AUDITOR'S REPORT 2008 -
THE COUNCIL'S ACTION PLAN
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MINUTES OF THE AUDIT COMMITTEE
TUESDAY, 3 FEBRUARY 2009

The Committee received a report on the external auditors’ report on the
CPA Use of Resources and Data Quality audits undertaken during
2007/08 and the action plan. These two pieces of work contribute to the
annual Value for Money (VfM) conclusion.

Grant Thornton outlined the key recommendations from the Use of
Resources and Data Quality. The Chair thanked Grant Thornton for this
important work and invited questions from the Committee.

In response to a question from the Committee regarding the nature of
the role of the Sector in relation to investments made with Icelandic
Banks, Grant Thornton responded that they considered that the Sector
provided treasury management advice to the Council.

The Committee asked what evidence Grant Thornton had considered
regarding how the Council's procurement arrangements were
maximising local benefits and what the definition of local benefits was.
Grant Thornton would provide the information on these issues and the
basis on which their conclusions had been reached outside the meeting.

The Committee enquired further about the Data Quality conclusions, in
light of Members having some negative experience of data issues from
individual services. Grant Thornton reported that the data quality
assessment was based on strict Audit Commission criteria relating to
systems the Council was expected to have in place on a corporate level.

In response to questions from the Committee regarding the accounts of
the Alexandra Palace and Park Charitable Trust, Grant Thornton
reported that the system for producing separate accounts was consistent
with current accounting standards. It was noted that, although the
accounts were separate, the Chief Financial Officer, as Section 151
Officer, had responsibility for the proper administration of the financial
affairs of the Council as a whole, including the Alexandra Palace and
Park Charitable Trust.

The Committee asked for assurance regarding the information provided
by the Council to Ofsted, and it was reported that Grant Thornton would
take this into account in their forthcoming work.

In response to a request from the Committee for feedback relating to
adult transport, it was reported that this would be covered as part of the
Scrutiny Review of Service Based Transport with Adult Social Care and
that if any issues arose that needed further attention, then these would
be brought back to the Committee as necessary.

The Chair expressed satisfaction that the overall scores had improved
on the previous year. The Chair requested that the Committee be
provided with periodic updates on each of the Key Lines of Enquiry in
order for the Committee to monitor the implementation of the
recommendations, as recommended by Grant Thornton.

The Chair asked Grant Thornton about the public satisfaction element of
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MINUTES OF THE AUDIT COMMITTEE
TUESDAY, 3 FEBRUARY 2009

the new Comprehensive Area Assessment arrangements and the need
to balance the interests of the organisation and the public on areas
where these were not completely aligned. It was reported that the
precise definition and scope for “public satisfaction”, and how this would
be incorporated into the system, was still being developed. Eve
Pelekanos, Corporate Head of Performance and Policy, reported that the
Place Survey commissioned from MORI would form a key part of the
Comprehensive Area Assessment, and that the results of the survey
would be reported to Members as soon as they were available.

The Chair commented that in order to get a balanced assessment from
the External Auditors under the new CAA regime, he felt that it was
essential for the inspecting agencies to have neutral eyes and ears in
making the overall judgements, taking into account the performances of
the Council along with other local partners. The Chair also requested a
copy of the detailed report on management arrangements as provided to
officers, as mentioned on paragraph 3.3 of the report, for the greater
interest of proper discharge of duties.

RESOLVED

That the CPA Use of Resources and Data Quality scores for 2008, the
auditors’ recommendations and the action plan in response be noted,
and that the Committee be provided with periodic updates in order to
monitor the implementation of the recommendations and to comply with
the hopes and aspirations of Grant Thornton, as mentioned at the report
in various sections.

PRACGS.

GRANTS REPORT 2007/08

The Committee received a report on the outcomes of the annual grant
work by Grant Thornton. It was reported that the Council’s performance
in relation to grants had improved in 2007/08 compared with 2006/07,
and that the level of fees charged for grants work had reduced.

In response to questions from the Committee relating to the late
submission of the Housing and Council Tax Benefits claim, the Chief
Financial Officer reported that the final settlement did not affect the
Council’s cash-flow as an estimated payment had been received in
advance. This also applied to the late submission of the EYCO02 claim.
Grant Thornton reported that it was important for the deadlines to be met
in order to ensure that the audit could be certified on time, in line with the
specifications of the Audit Commission.

The Chair urged officers to ensure that the target for claims submitted on
time was exceeded in future.

RESOLVED

That the management responses contained in the action plan be agreed.
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MINUTES OF THE AUDIT COMMITTEE
TUESDAY, 3 FEBRUARY 2009

PRAC69.

REVIEW OF PROBITY AND PROPRIETY - FINAL REPORT BY
GRANT THORNTON

The Committee received a report on the outcome of the review of probity
and propriety and the Council's response to the findings and
recommendations.

The Committee asked for further information on the recommendation
that members of the Audit Committee be independent of both executive
and scrutiny functions. Grant Thornton reported that this was part of
CIPFA guidance, as there was a potiential conflict of interest for any
Member sitting on both Audit and either Standards or Scrutiny
committees. The Chair agreed with the CIPFA guidance on this point,
and suggested that this be looked into further.

The Chair reported that he had requested a separate report on the
Council’s whistleblowing policy for consideration by the Audit Committee,
and this was welcomed by the Committee.

The Committee agreed on the necessity of robust partnerships, and the
Council’s role in influencing partner organisations in relation to best
practice for ethical governance.

RESOLVED

That the report be noted and the management responses contained in
the action plan be agreed.

PRAC70.

AUDIT PROGRESS REPORT - FEBRUARY 2009

The Committee received an audit progress report from Grant Thornton.
The Chair requested that Grant Thornton present an in-depth report on
the International Financial Reporting Standards to the Audit Committee,
in order to help the Committee to monitor their implementation, and that
Committee members be given an opportunity to join the workshops
being arranged by Grant Thornton.

RESOLVED

That the content of the report be noted.

PRACT1.

PROGRESS REPORT ON COUNTER FRAUD ACTIVITY RELATING
TO HOUSING BENEFIT AND COUNCIL TAX BENEFIT

The Committee received a report on the counter fraud performance of
the Benefits and Local Taxation Service from the 15! October 2008 — 30"
December 2008. Correcting some of the figures presented in the report,
Tim Fisher, Deputy Head of Benefits and Local Taxation, advised the
Committee that the number of cautions issued in the third quarter
2008/09 should be 23 and the number of admin penalties for the same
period should be 9. Under successful outcomes for year-to-date
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MINUTES OF THE AUDIT COMMITTEE
TUESDAY, 3 FEBRUARY 2009

2008/09, the number of cautions should be 41, and the number of admin
penalties 20. Mr Fisher reported that performance for the third quarter
2008/09 was above target, and that performance was expected to meet
the target for the full year.

Mr Fisher reported on activities relating to the anti-fraud and corruption
strategy, particularly relating to the promotion of the ‘keep us informed’
message. Department for Work and Pensions (DWP) data indicated that
in the period 1% June 2008 — 20™ November 2008, the Benefits and
Local taxation Service had made 17, 376 alterations to existing benefits
claims as a result of claimants reporting changes or as a result of the
activities to promote the ‘keep us informed message’. It was also
reported that 87% of those who had participated in the pilot scheme to
report changes of circumstances at their local Post Office had indicated
that they would wish to continue using this service, and that Royal Mail
were in discussions with DWP regarding whether to promote this type of
partnership nationally.

The Committee suggested that the issue of how overpayments were
handled should be considered by the Overview and Scrutiny Committee.
Clir Bull would discuss this further with the Scrutiny department. Mr
Fisher confirmed that he would circulate the sanctions policy to Members
for information.

In response to a question from the Committee, Mr Fisher reported that
benchmarking figures for the recovery of overpaid benefits by other local
authorities were not available.

For clarity, Mr Fisher agreed that he would include a key to the table of
cases successfully sanctioned produced for future reports to the
Committee.
RESOLVED

That the report and the work being carried out by the Benefits and Local
Taxation Service in relation to Counter Fraud activity be noted.

PRAC72.

INTERNAL AUDIT PROGRESS REPORT -2008/09 QUARTER 3

The Committee received a report on the work undertaken during the
third quarter by the Internal Audit Service. It was reported that Deloitte
and Touche were on target to complete the audit plan in full by year end,
and that 12 projects had been finalised by Deloitte and Touche in the
third quarter. A progress update on the implementation of outstanding
recommendations was provided, following the Committee’s request at
the previous meeting that all outstanding recommendations be
implemented by target dates of either 31 December 2008 or 31 March
2009.

The Committee noted that some of the recommendations that had been
given a deadline of 31° December 2008 at the previous meeting were
still outstanding. Further to the proposal made at the previous meeting
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MINUTES OF THE AUDIT COMMITTEE
TUESDAY, 3 FEBRUARY 2009

that, where there was a failure to implement outstanding
recommendations by the deadlines set, the relevant Heads of Service be
required to attend the Audit Committee to explain why, it was reported
that this had not been felt to be necessary, as sufficient progress had
been reported against all the outstanding actions. In future, it was
agreed Heads of Service would be required to attend meetings to
explain to the Committee any failure to implement recommendations and
that any exception to this would have to be approved by prior
Consultation with the Chair of the Committee.

Following discussion with the services regarding realistic delivery dates,
revised deadlines had been proposed. The Committee considered each
of the revised deadlines and approved the revisions, as set out in the
report, as the final dates, with the following exceptions:

. Waste Management 4. — a deadline had not been established
as implementation was dependent on Enterprise. The
Committee requested that the Director agree a deadline with
Enterprise.

o Appointeeship & Receivership 9. — the Committee set a
deadline of March 2009 for implementation.

o Appointeeship & Receivership 10. — the Chair stated that the
Committee could not accept the present position, and
requested that the Chief Financial Officer develop an
appropriate framework, for implementation by September
20009.

For all the recommendations, the Chair emphasised that the revised
deadlines must be adhered to.

The Chair emphasised that it was necessary to have a separate report
on risk management at each of the quarterly meetings, as risk
management could not be adequately covered as part of another report.

RESOLVED
i) That the audit coverage and progress during the third quarter
2008/09 and on the reports outstanding from 2007/08 be
noted.

ii) That the progress and responses received in respect of
outstanding audit recommendations be noted.

iii) That Heads of Service be required to attend the Audit
Committee to account for any failure to implement outstanding
recommendations by the revised deadlines agreed by the
Committee, with exceptions being agreed by the Chair.

iv) That a standard report on Risk Management be presented by
the Chief Financial Officer to the Committee on a quarterly
basis and on a yearly basis with the Corporate Risk Registers,
together with a detailed report on the actual maintenance of all
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MINUTES OF THE AUDIT COMMITTEE
TUESDAY, 3 FEBRUARY 2009

the Risk Registers of different bodies of the Council, including
the one covering the Council’s position in terms of the risks
associated with Alexandra Palace and Park.

PRAC73.| NEW ITEMS OF URGENT BUSINESS

There were no new items of urgent business.

PRAC74. DATE OF NEXT MEETING
The next scheduled meeting of the Audit Committee would take place on

Thursday, 23 April 2009 at 19:30hrs at the Civic Centre, Wood Green,
London N22.

The meeting concluded at 21:15hrs.

COUNCILLOR GMMH RAHMAN KHAN

Chair
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Haringey Council
Agenda ltem

Audit Committee On 23 April 2009

Report title: Accounting Policies and Accounts 2008/09

Report of: Chief Financial Officer

Ward(s) affected: All Report for: Decision

1. Purpose

1.1 To report and consider the accounting policies that are being used for the closure of the
Council's accounts for 2008/09.

2. Recommendation

2.1 That the committee reviews and agrees the attached accounting policies to be used in
the closure of the Council’'s accounts for 2008/09.

Report authorised by: Gerald Almeroth — Chief Financial Officer

Contact officer: Graham Oliver — Head of Finance — Accounting, Control & Income
Telephone 020 8489 3725

3. Executive Summary

3.1 Under the Council's constitution, the Audit Committee has a role to review and agree
the accounting policies that are in operation in the Council and will be utilised for
annual closure of accounts.
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3.2 The accounting policies to be applied in preparing the Statement of Accounts 2008/09
are detailed in this report. There are only minor changes proposed to policies for
2008/09.

4. Reasons for any change in policy or for new policy development (if applicable)

4.1 None.

5. Local Government (Access to Information) Act 1985
The following background papers were used in the preparation of this report:

Code of Practice on Local Authority Accounting in the United Kingdom — A Statement of
Recommended Practice (SORP) — (CIPFA Publication)

Local Government Finance Act 1992

Local Government Act 2003

6. Background

6.1  The Council is required to produce an annual statement of accounts which set
out the financial statements for the Council and the Pensions Fund and are
prepared in accordance with the Accounting Code of Practice in Great Britain
(ACOP) and the Best Value Accounting Code of Practice (BVACOP). These
codes are incorporated into a Statement of Recommended Practice (SORP)
which details how the accounting policies need to be applied and is the
benchmark against which the accounts are audited.

6.2 A key part of the production of the accounts of the Authority is ensuring that
accounting policies are applied in the most appropriate manner. The
accounting policies that are to be applied are found in the attached appendix.

6.3 The Audit Committee has a role to review the accounting policies to be used as
part of the year end process and to ensure they are being applied
appropriately.

6.4 Internal auditors Deloitte and external auditors Grant Thornton have both given
assurances that the Council has correctly applied appropriate accounting
policies in relation to previous years. As part of the 2007/08 audit, Grant
Thornton undertook a thorough review of the accounting policies in place and
the adequacy of how they were disclosed and raised no issues or
recommendations as a result of this review.

6.5




7.1

7.2

7.3

8.1
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Accounting Policies

For 2008/09 there have been no changes to the accounting policies as a result
of accounting regulations and therefore the accounting policies being used in
2008/09 are the same as in 2007/08.

A few minor changes to the wording of the policies has been done in order to
improve the overall disclosure and understanding.

The accounting policies and their application are reviewed every year by the
Council’'s external auditors, Grant Thornton, as part of the annual audit. In
2007/08 they undertook a thorough review of the policies but did not raise any
issues or recommendations as a result.

Recommendation

That the committee reviews and agrees the attached accounting policies to be
used in the closure of the Council's accounts for 2008/09.



Page 12

APPENDIX A

Statement of Accounting Policies

The accounting policies set out below apply to the Financial Statements of the
Authority and the Pension Fund.

General Principle

These accounts have been prepared in accordance with the Accounting Code of
Practice on Local Authority Accounting in Great Britain (ACOP) and the Best Value
Accounting Code of Practice (BVACOP), as published by the Chartered Institute of
Public Finance and Accountancy (CIPFA). These codes have been approved as a
Statement of Recommended Practice (SORP). Details of the Pension Fund and
accounting policies used can be found in section 5 of these accounts.

Accruals of Income and Expenditure

The Council's accounts are prepared on an accruals basis in that, income and
expenditure is accounted for in the year in which it arises, by the creation of material
debtors and creditors, including estimates where appropriate.

Treatment of Debtors

The Authority undertakes to recover all outstanding debts. However, where doubts
exist over the recoverability of these debts a provision is made. Once a debt is
deemed irrecoverable it is written off.

Government Grants and Contributions

Government grants and other contributions are accounted for on the accruals basis
and in accordance with the matching principle. This means that income must be
matched to its corresponding expenditure, and will therefore remain on the balance
sheet as a liability until the equivalent expenditure is incurred. They are shown in the
accounting statements when the conditions for their receipt have been complied with
and there is reasonable assurance that the grant or contribution is to be received.

Grants and contributions relating to fixed assets are credited to the Government
Grants Deferred Account and released to the revenue account in line with
depreciation. Where a grant is not associated with a specific asset it is written-down
to the income and expenditure account in the year of use.

Cost of Support Services

The cost of central departments has been allocated to direct services on a variety of
bases, reflecting the work provided by these support services.

Leases arrangements

Finance Leases — Under the Statement of Standard Accounting Practice (SSAP) 21,
assets acquired under finance leases are treated as being in the ownership of the
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lessee. Therefore the outstanding liability that the Council has is recorded on the
balance sheet as a capital sum outstanding and written down every year, over the life
of the lease, with the annual interest element being charged to the Council's revenue
account.

Operating Leases - Rentals payable under operating leases are charged to revenue
on an accruals basis and on a straight-line basis.

Private Finance Initiative

The Council has a PFl arrangement for its secondary schools. The ownership of
these assets are with the Council and therefore they are contained within the balance
sheet and valued in accordance with the fixed assets accounting policies.

In addition the total value of the liability that is due to the contractor is contained on
the balance sheet and is written down each year as payment is made. This liability is
split between a long-term liability and short term creditor, for the sum due within the
next 12 months.

Valuation of Stock

Stocks have been valued at net current replacement value. This is not compliant with
SSAP 9 which states stock should be valued at the lower of cost and net realisable
value. The divergence from normal accounting standards is due to the level of stock
held and the additional costs involved with full compliance.

Capital Receipts

These arise from the sale of long-term assets. The receipts arising from the sale of
General Fund assets are 100% usable by the Authority on capital expenditure. For
the sale of HRA assets the Local Government and Housing Act 1989 requires these
generated from the sale of Council housing to be split between a usable and a pooled
element (25%/75%), any receipts generated from the sale of other housing land and
buildings are split 50%/50%. This pooled element is paid over to Central Government
and the total amount paid can be seen in the income and expenditure account. The
usable part is used to finance capital expenditure.

Deferred Capital Receipts

When the Authority disposes of long-term assets such as council dwellings and
advances a mortgage to the purchaser, the mortgage is shown in the balance sheet
as a long-term debt and an equal amount is shown as a deferred capital receipt. The
long-term debt and deferred capital receipt are both written down as the principal is
repaid by mortgagees.

Capital Expenditure

Expenditure is charged to capital where it meets the definition of capital as per the
SORP and is greater than £10,000. This includes staffing costs where they are
directly attributable to a capital project, e.g. architects costs, and non-enhancing
expenditure where it is being directly used to maintain the value of the asset and
ensuring it remains fit for purpose.
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Fixed Assets
Fixed assets are included in the Balance Sheet on the following basis:

(a) specialist operational land and properties are valued based on Depreciated
Replacement Cost (DRC), and non-specialist land and properties are valued
based on DRC, existing use or market value as appropriate;

(b) council housing is valued at Existing Use Valuation (EUV) and then has a social
housing percentage applied to arrive at the valuation;

(c) non-operational assets in the form of investment properties and surplus assets
are valued on the basis of their open market value with other non-operational
assets valued at net current replacement value;

(d) infrastructure assets are included in the Balance Sheet at historical cost basis net
of depreciation,;

(e) community assets such as parks are recorded at a nominal value;

(f) intangible assets are valued at cost and amortised over their lifetime, normally 5
years.

All valuations are subject to review as part of a five year rolling programme.

The Authority has a process for identifying impairments that have incurred on fixed
assets, e.g. where fire damage has occurred to an asset resulting in a reduced
valuation, and have applied this in accordance with Financial Reporting Standard
(FRS) 11.

Deferred Charges

Deferred charges relate to expenditure on assets that do not belong to the Authority,
for example Improvement Grants, but the expenditure still falls within the definition of
capital expenditure. The treatment of these costs is:

(a) Expenditure recorded in the balance sheet is written out to the income and
expenditure account in the year in which the expenditure is incurred and then
reversed through the Statement of Movement in General Fund Balances;

(b) Financing costs for deferred charges are accounted for corporately after net
expenditure has been disclosed;

(c) No asset is shown within the Authority’s balance sheet.

Depreciation

Where asset life is short-term, the value of those assets is written out to revenue
using the straight-line method over the following periods:

Vehicles Plant & Equipment 5 years

Infrastructure 30 years
Buildings 20 to 60 years
Council Dwellings No depreciation charge is made but the

Housing Major Repairs Allowance (MRA) is used as
a proxy to depreciation.
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Intangibles Amortised over 5 years

Depreciation is charged on all assets except non-operational investment assets,
community assets and assets awaiting disposal. For community and awaiting
disposal assets this is a departure from SORP as the amounts involved are deemed
to be immaterial. Newly acquired assets are not depreciated in the year of acquisition
and assets in the course of construction are not depreciated until they are brought
into use. The MRA that is used as a proxy for council dwellings depreciation is a
lower figure than if a straight line depreciation method were to be used. Depreciation
is calculated on the opening balance of an asset and any revaluation is done as at the
31st March and will only be taken into account for depreciation purposes in the
following year.

When assets are re-valued the accumulated depreciation to date is written out of the
balance sheet to the Revaluation Reserve, in accordance with proper accounting
practice. In addition, adjustments are made to historical depreciation which may result
in additional charges being made to the I&E account. Where this occurs the
adjustment is reversed back out through the STMGFB.

Where an asset disposal has occurred the cumulative depreciation is written down in
the year of disposal.

Minimum Revenue Provision

In accordance with the requirements of the Local Government and Housing Act 1989,
the authority has set aside a minimum revenue provision for repayment of debt of 4%
of the Council’s capital financing requirement. In addition the Authority has set aside a
voluntary revenue provision (VRP) to cover debt repayments where it is deemed
more prudent to set aside over a shorter period of time.

Provisions

The Authority has made a number of provisions for liabilities that are probable to
occur, but the timing and amounts are uncertain and have applied this in accordance
with Financial Reporting Standard (FRS) 12.

Reserves

A reserve contains funds that have been set aside for a future earmarked purpose
that may arise. Expenditure is charged to revenue and not directly to any reserve. For
each reserve established, the purpose, usage and basis of transactions are identified
in the notes to the Authority’s Financial Statements. The general fund reserve is un-
earmarked and is to allow for any future unknown contingencies that may arise. This
reserve is set by the Chief Financial Officer at what is deemed to be a prudent level.

Pension Costs
Under Financial Reporting Standard 17 (FRS 17) the Council is required to account

for retirement benefits when it is committed to pay them, even if the actual payment
will be many years into the future. In line with the requirements of the SORP the



Page 16

Council's actuary uses the AA Corporate Bond rate (6.9% for 2007/08) to calculate
future liabilities.

* Pension Reserve

The Pension Reserve is the financial accounting mechanism to ensure that FRS17
has no impact on Council tax. The cost of providing pensions for employees is funded
in accordance with the statutory requirements governing each scheme. Where the
payments made for the year do not match the change in the Authority’s recognised
asset or liability for the same period, the recognised cost of pensions will not match
the amount required to be raised in taxation. This difference is removed by an
appropriation to or from the pension’s reserve, which equals the net change in the
pension’s liability recognised in the Income and Expenditure Account.

+ Classification of Schemes

The Council participates in two different pension schemes, one for teachers, an
unfunded scheme administered by the Department for Children Schools and Families
(DCSF) and the Local Government Pension Scheme for our other staff. The schemes
provide members with a defined benefit pension related to pay and service. For the
purposes of FRS17 pension schemes are classified into two categories, defined
benefit or defined contribution. The Haringey scheme is classified as defined benefit.
The teachers’ schemes of the DCFS, although a defined benefit scheme, is treated as
defined contribution scheme because it does not allow the allocation of its liabilities
and assets consistently and reliably to participant authorities

* Defined Benefit Schemes

The attributable assets of the scheme are measured at fair value and include current
assets and investments. The attributable liabilities are measured on an actuarial basis
using the projected unit method. Scheme liabilities are discounted at the AA
Corporate Bond Rate. The surplus or deficit in the scheme is the excess or shortfall of
the value of the assets in the scheme over or below the present value of the scheme
liabilities. The change in the defined benefit asset or liability is shown in the Income
and Expenditure Account and analysed into the following components, current service
costs, interest cost, expected return on assets and actuarial gains and losses, and
past service costs and gains and losses on settlements and curtailments.

* Defined Contribution Schemes

The Teachers scheme, whilst being a defined benefit scheme is treated as a defined
contribution scheme as explained above. This means that the pension costs reported
for any year is equal to the contributions payable for the scheme for the same period.
The costs are recognised within Net Cost of Services.

* Pensions
Further information on pension costs and the Pension Fund appear in the individual
statements within the accounts.

Value Added Tax

VAT is included within the accounts only where it is irrecoverable. Any recoverable
amounts due from HMRC are included in the balance sheet as a debtor.

Contingent Liability or Asset
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Where the Authority has a potential future liability, or a potential future gain, but
cannot say with any certainty whether it will come about or the value of this liability it
is disclosed by way of a note to the accounts.

Associated and Subsidiary Companies (FRS2)

The Authority has a financial relationship with a number of companies. Details are
contained in the notes to the Authority’s Financial Statements. The SORP requires
Authorities to produce group accounts where group relationships occur with
associated and subsidiary companies. All the companies with which Haringey has a
relationship have been assessed against the group account requirements and only
that with Homes for Haringey is deemed to be within the Haringey group. Homes for
Haringey Ltd is a wholly owned subsidiary and therefore group accounts have been
prepared in accordance with the accounting standards. These have been produced
using the acquisition method and all intra-group transactions have been removed.

Exceptional Items, Extraordinary ltems and Prior Period Adjustments

Where applicable and relevant exceptional items and extraordinary items are
disclosed in the Income and Expenditure Account with full supporting notes. The
majority of prior period adjustments arise from corrections and adjustments and are
accounted for in the year they are identified.

Material adjustments applicable to prior years arising from changes in accounting
policy or correction of fundamental errors are accounted for by restating comparative
figures for the preceding year in the statement of account and notes and adjusting the
opening balance of reserves for the cumulative effect. More details and full
explanations are given in the individual relevant financial statements.

Post balance sheet events

Events after the balance sheet date are those events, favourable and unfavourable,
that occur between the balance sheet date and the date when the financial
statements were authorised for issue. Two types of events can be identified:

¢ those that provide evidence of conditions that existed at the balance sheet date
(adjusting events after the balance sheet date); and

o those that are indicative of conditions that arose after the balance sheet date (non-
adjusting events after the balance sheet date)

Financial Instruments — these are categorised as either financial assets or financial
liabilities, which the accounting policies for both are stated below.

Financial Assets

Financial assets are divided into the following categories: loans and receivables;
financial assets at fair value through profit or loss; available-for-sale financial assets;
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and held-to-maturity investments. Financial assets are assigned to the different
categories by management on initial recognition, depending on the purpose for which
they were acquired. The designation of financial assets is re-evaluated at every
reporting date at which a choice of classification or accounting treatment is available.
Haringey Council only holds loans and receivables.

All financial assets are recognised when an entity becomes a party to the contractual
provisions of the instrument.

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Trade debtors, long term borrowing
and cash are classified as loans and receivables. Loans and receivables are
measured subsequent to initial recognition at amortised cost using the effective
interest method, less provision for impairment. Any change in their value through
impairment or reversal of impairment is recognised in the profit and loss account.

Provision against trade debtors is made when there is objective evidence that the
group/company will not be able to collect all amounts due to it in accordance with the
original terms of those receivables. The amount of the write-down is determined as
the difference between the asset's carrying amount and the present value of
estimated future cash flows.

Financial liabilities

Financial liabilities are obligations to pay cash or other financial assets and are
recognised when the group/company becomes a party to the contractual provisions of
the instrument. Financial liabilities categorised as at fair value through profit or loss
are recorded initially at fair value, all transaction costs are recognised immediately in
the profit and loss account. All other financial liabilities are recorded initially at fair
value, net of direct issue costs. Liabilities valued on an amortised costs basis is done
so using the effective interest rate (EIR) method.

A financial liability is derecognised only when the obligation is extinguished, that is,
when the obligation is discharged or cancelled or expires.
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Haringey Council
Agenda ltem

Audit Committee On 23 April 2009

Report title: Implementation of new International Financial Reporting Standards
(IFRS)

Report of: Chief Financial Officer

Ward(s) affected: All Report for: Decision

1. Purpose

1.1To provide a background to the introduction of International Financial Reporting
Standards (IFRS) to Local Government and to outline the process Haringey Council will
be taking to ensure full implementation.

2. Recommendation

2.1 That Members note the contents of the report and information given to the Committee
in the accompanying presentation and actions being taken to implement the new IFRS
requirements.

Report authorised by: Gerald Almeroth — Chief Financial Officer

Contact officer: Graham Oliver — Head of Finance — Accounting, Control & Income
Telephone 020 8489 3725

3. Executive Summary

3.1 In the budget in 2007 the Chancellor announced that the public sector would be
moving to IFRS-based financial reporting, from 2008/09 for all areas except local
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government. Local government would be required to report on these new standards
from 2009/10.

3.2 In the 2008 budget it was announced that this timetable would slip by one year and,
therefore, local government are required to meet these standards in closing the
2010/11 accounts.

3.3 This report sets out the action being taken by the Council to ensure these
requirements are met.

4. Reasons for any change in policy or for new policy development (if applicable)

4.1 None.

5. Local Government (Access to Information) Act 1985
The following background papers were used in the preparation of this report:

Code of Practice on Local Authority Accounting in the United Kingdom — A Statement of
Recommended Practice (SORP) — (CIPFA Publication)

Local Government Finance Act 1992

Local Government Act 2003

6. Background

6.1 International Financial Reporting Standards (IFRS) refer to the international
equivalent to UK GAAP, the set of Generally Accepted Accounting Principles
that include accounting standards, interpretations and established accounting
practice. It has long been recognised in the corporate sector that there is a
demand for a single set of accounting standards as both business and the
financial markets become more global.

6.2 In the budget in 2007 the Chancellor announced that the public sector would
be moving to IFRS-based financial reporting, from 2008/09 for all areas except
local government. Local Government would be required to report on these new
standards from 2009/10. The budget in 2008 subsequently slipped this by one
year resulting in Local Government being required to have 2010/11 as the first
set of accounts produced under IFRS.

6.3 The reasons for introducing IFRS included enhanced consistency and
comparability between financial reports in the global economy and to follow
private sector best practice.

6.4  Annual accounts for the Local Government will need to be prepared using
IFRS for the year ending 31 March 2011. In addition, comparative financial
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information for 2009/10 will need to be restated along with opening balances at
1 April 2009. In practice, this means that the transition period for all Local
Government bodies starts in 2009/10, the current financial year.

The Council will also need to ensure it takes into account the new standards
when setting its budgets for 2010/11 and understands any budgetary
implications that may occur.

Haringey preparation and approach

The implementation of the new standards is a major piece of work that will cut
across a number of services, not only finance and there will be a number of
work-streams In order to fully understand where the Council needs to
concentrate its efforts Grant Thornton have been commissioned to undertake a
gap analysis on the current set of accounts and to subsequently produce a
draft action plan and timetable for implementation.

Following on from this piece of work an IFRS implementation project team will
be set up with key individuals. The membership of this project team will
depend on the outcome of the gap analysis but will contain key finance staff,
property and Grant Thornton, as an external advisor.

Grant Thornton are due to provide the Council with their draft report on the gap
analysis a few days before this Committee and officers will update the
Members on the outcome of this at the meeting.

As is stated in section 6.4 some balances are required to be restated as at 1
April 2009. As part of the accounts closure process for 2008/09, information is
being collected to ensure these balances can be appropriately restated.

Further progress reports on the implementation of IFRS will be brought to
future meetings of this Committee.

The additional work likely to be involved may have resource implications for
the Council. This will need to be considered as part of the Council’'s budget
process.

Recommendation
That Members note the contents of the report and information given to the

Committee in the accompanying presentation and actions being taken to
implement the new IFRS requirements.
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Agenda Iltem 8

& GrantThornton

AUDIT PROGRESS REPORT - APRIL 2009

Work

Use of resources and data quality
2008

Progress

Reported to February 2009 Audit Committee

Review of probity and propriety

Reported to February 2009 Audit Committee

Grants 2007-08

Reported to February 2009 Audit Committee

Accounts planning workshop,
interim accounts work and
discussion of key issues

Following attendance at our 2008-09 accounts training
sessions in January, we have held a number of liaison
meetings to discuss key issues and plan for the 2008,/09
audit. These are progressing well.

International Financial
Reporting Standards (IFRS)
workshop

In February 2009, we held a workshop to help the Council
to prepare for putting arrangements in place, from April
2009, in time for full implementation of IFRS in 2010/11.

We will present an overview of IFRS to the Audit
Committee.

Interim accounts audit

The interim audit took place from 23 March to 3 April 2009.
There are no significant issues to report to the Audit
Committee.

Final accounts audit

To be carried out in July and August and reported to
September 2009 Audit Committee as part of the Annual
report to those charged with governance (ISA260).

Use of resources local risk based
work

We will discuss with management the areas of work outlined
in our 2008 /09 audit plan and report findings, with our use
of resources conclusion, in the Annual report to those
charged with governance (September 2009).
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Treasury management
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Progress

We worked with the Council to submit details of it's treasury
management policies and investments to the Audit
Commission. This information was requested from all local
government bodies as part of the Commission’s research to
identify lessons for local government treasury management
following the recent default of Icelandic banks. The Audit
Commission published results from the research in March
and recommended a number of actions for local authorities.
We will assess the Council's response to these, and other
internal and external treasury management
recommendations, as part of our 2009 /10 audit.

2009/10 audit fees

In accordance with Audit Commission guidance we have
issued an indicative fees letter to the Council. This is
included as a separate item on Audit Committee agenda..

Grant Thornton UK LLP
April 2009

Page 2
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Haringey Council

Agenda ltem

Audit Committee On 23 April 2009

Report title: Audit and Inspection Fees 2009/10

Report of: Chief Financial Officer

Ward(s) affected: All Report for: Decision

1. Purpose

1.1To inform the Committee of the proposed audit and inspection fees for 2009/10 to be
charged by Grant Thornton and the Audit Commission.

2. Recommendation

2.1 That the Committee notes and approves the proposed audit and inspection fees for
2009/10 from Grant Thornton and the Audit Commission

Report authorised by: Gerald Almeroth — Chief Financial Officer

Contact officer: Graham Oliver — Head of Finance — Accounting, Control & Income
Telephone 020 8489 3725

3. Executive Summary

3.1 The Council are required to pay fees to its statutory auditors for the audit and
inspection activities they undertake each year. The attached correspondence from
the auditors are attached and set out their fees for 2009/10.
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3.2 The fees charged by Grant Thornton are for the work they carry out for the statutory
audit and the use of resources assessment under the CAA. The fees from the Audit
Commission is for their function as the CAA lead for Haringey.

4. Reasons for any change in policy or for new policy development (if applicable)

4.1 None.

5. Local Government (Access to Information) Act 1985

The following background papers were used in the preparation of this report:

6. Background

6.1  The Council are required to pay fees to its statutory auditors for the audit
activities they undertake each year. The attached correspondence from the
auditors are attached and set out their fees for 2009/10.

6.2 The fees charged by Grant Thornton are for the work they carry out for the
statutory audit and the use of resources assessment under the CAA. The fee
from the Audit Commission is for their function as the CAA lead for Haringey.

7. Proposed fees

7.1 The fees for 2009/10 from both the Audit Commission and Grant Thornton are
set out in the table below.

Audit Commission £
CAA inspection (directly grant funded) nil
Managing performance theme of 19,956
organisational assessment

Sub total 19,956
Grant Thornton

Financial statements, including WGA 340,000
Use of resources/VFM conclusion, including 165,000
data quality

Sub total 505,000

Total Audit Fees 2009/10 524,956
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The basis of the fees is detailed in the attached letters from Grant Thornton
and the Audit Commission.

The fees from the Audit Commission for the new CAA inspection regime are
directly grant funded.

The fees from Grant Thornton show an increase of £34k (7%) over the cost for
2008/09. The two main additional sums are in respect of preparation for IFRS
(£9.55k) and additional data quality work (£19.63k). The other increase is for
inflation of 1%.

Recommendation

That the committee notes and approves the audit fees for 2009/10 from Grant
Thornton and the Audit Commission
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Our Ref PD/PH

Mr Gerald Almeroth

Chief Financial Officer

London Borough of Haringey

5th floor, River Park House g::::;:;;?;anggsle.LP

225 High Road Melton Street, Euston Square

Wood Green London NW12EP

London N22 8HQ F <44 0120 772 26
www.grant-thornton.co.uk

25 March 2009

Dear Gerald

Annual audit fee 2009/10
We are writing to set out the audit work that we propose to undertake for the 2009/10
financial year at the Council. The fee:

e s based on the risk-based approach to audit planning as set out in the Code of Audit
Practice and work mandated by the Audit Commission for 2009/10

o reflects only the audit element of our work, excluding any inspection and assessment
fees. Your Comprehensive Area Assessment Lead will be writing to you separately
on inspection fees.

The Audit Commission published its work programme and scales of fees 2009/10, in
December 2008. From 2009-10, the Audit Commission has clarified that the starting
point for any fee proposal is the scale fee, which is calculated using a prescribed formula.
Any variation from scale fee must be approved by the Audit Commission, following
agreement of the proposed fee with the audited body.

We are proposing a 2009/10 fee of £505,000 (excluding VAT). The proposed fee is 14%
above the Audit Commission scale fee of £444,000 (from 10% above scale fee last year). This
is due to increased risks relevant to our Code responsibilities, relating to preparing for
accounting under International Financial Reporting Standards (IFRS), data quality, treasury
management, managing performance through partnerships and workforce management
arrangements.

A summaty of the proposed fee is shown in the table below.

Audit area Planned fee Planned fee
2009/10 2008/09
Financial statements, including WGA £340,000 £327,200
Use of resources/ VFM conclusion, including data quality | £165,000 £143,920
Total audit fee £505,000 £471,120
Certification of claims and returns TBC (Dec. 09) | £100,000

Chartered Accountants

Member firm within Grant Thornton Intemational Lid

Grant Thornton UK LLP s a limited liability partnership registered in England and Wales: No.OC307742. Registerad office: Grant Thornton House, Melton Strest, Euston Square, London NW1 2EP
Alist of members is available from our registered office.

Grant Thornton UK LLP is authorised and regulated by the Financial Services Authority for investment business.
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In setting the fee at this level, we have assumed that the general level of risk in relation to the
audit of the financial statements is not significantly different from that identified to 2008/09.
A separate plan for the audit of the financial statements will be issued in December 2009.
This will detail the risks identified, planned audit procedures and any changes in fee.

The audit fee is based on the assumption that detailed working papers, and other specified
informaton, are provided to an agreed timetable. Where the Council does not meet agreed
timetables and/or provide poor documentation such that additional audit work is necessary,
or the audit is delayed, we reserve the right to charge additional fees to cover the costs
incurred.

The Council must prepate its annual accounts under International Financial Reporting
Standards (IFRS), from 2010/11. Eatly preparation is essential and there is a risk that the
Council may not be adequately prepared for the transition.

Using our IFRS experts, we will continue to help the Council to prepare for introduction of
IFRS, through awatreness raising sessions for officers and members and constructive
challenge on the Council's plans and progress. This is included within the financial statements
audit fee.

Specialist colleagues from Grant Thornton's Financial Reporting Advisory Group, can also be
commissioned for more detailed technical support, should the Council require it.

Our use of resources assessments will be based upon the evidence from three themes:

¢ Managing finances
¢ Governing the business
e Managing resources.

The key lines of enquiry specified for the assessment are set out in the Audit Commission’s
work programme and scales of fees 2009 /10. Our work on use of resources informs our
2009/10 value for money conclusion. However, we have identified a number of risks in
relation to the value for money conclusion. For each risk, we consider the arrangements put
in place by the Council to mitigate the risk, and plan our work accordingly. Our initial risk
assessment for value for money audit work is shown in the table overleaf:
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The Council has recently received a
consultants report on its treasury
management arrangements, which
highlights some areas for improvement.

Risk Planned work Timing
Well publicised inspection activity at the | We are allocating the Council a February -
Council during the year identified a risk assessment of "high" for data | August
number of issues for the Council to deal | quality, which means that we will 2009
with. carry out an extended programme
Some of the risks identified are in the of indicator tgsting to support our
. VFM conclusion.

areas covered by our Code of Practice
responsibilities, most notably, data Fees in respect of data quality October -
quality and working effectively in work already completed are December
partnership. included in this fee estimate. 2009

We plan to carry out a review of

how effectively the Council works

with its strategic partners to

manage performance and deliver

better outcomes for Haringey

residents. This review will be

jointly funded from the 2009-10

plans of the Council and PCT, and

will be used to support our VFM

conclusions for 2009/10.
This time next year, we will review and We will carry out an early review July -
score the Council's arrangements for of the Council's workforce September
managing its workforce, as part of the management arrangements and 2009
2010 use of resources assessment. provide timely feedback on any

. areas where the Council is not

The assessment covers arrangements in ino as well as it should be
place for 2009/10 and there is a risk that progressing )
the Council's arrangements may not be This work will help the Council to
sufficiently developed to perform well. improve its arrangements and will

provide evidence to support our

2009/10 VFM conclusion.
The Council has £37m of deposits with | We will follow up on the Council's | October -
Icelandic banks, which are at risk. progress in implementing the December

required improvements. 2009

The quoted fee for grant certification work is an estimate only and will be charged at

published hourly rates.

Our fees exclude any additional work requested by you that we may agree to undertake. Each
piece of work will be separately negotiated and a detailed project specification agreed with

you.
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As we have not yet completed our audit for 2008/09, the audit planning process for 2009/10,
including the risk assessment, will continue as the year progresses and fees will be reviewed
and updated as necessary. If we need to make any significant amendments to the audit fee
during the course of the audit, we will first discuss this with you and then prepare a report
outlining the reasons why the fee needs to change for discussion with the Audit Committee.

The audit fee will be billed in quarterly instalments from June 2009.

We will issue a number of reports relating to our work over the course of the audit. These are
listed at Appendix 1.

The key members of the audit team for 2009/10 are:

Engagement Lead - Paul Dossett 020 7728 3180 / paul.dossett@gtuk.com
Audit Manager — Paul Hughes 020 7728 2256 / paul hughes@gtuk.com
Petformance Manager — Martin Ellender 07798 844712 / martin.ellender@gtuk.com
Audit Executive — Caroline Glitre 020 7728 2078 / caroline.glitre@gtuk.com

We are committed to providing you with a high quality service. If you are in any way
dissatisfied, or would like to discuss how we can improve our service, please contact the
engagement lead in the first instance. Alternatively you may wish to contact the Head of
Government Audit at Grant Thornton UK LLP, Richard Tremeer on
richard.tremeer@gtuk.com.

Yours sincerely

Grant Thornton UK LLP
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A Planned Outputs

Do

Our reports will be discussed and agreed with the appropriate officers before being issued to

the Audit Committee.

Planned output

Indicative date

Audit plan December 2009
Audit strategy document June 2010
Annual governance report September 2010
Auditor's report giving the opinion on the financial | September 2010
statements and value for money conclusion

Use of resources report September 2010
Annual audit letter November 2010

Any other specific outputs will be agreed with officers and communicated to the Audit

Committee.
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London Borough of Haringey

itemization of change in audit fee vear on vear

Audit area Planned fee | Planned fee
2009/10 2008/09
Financial statements, including WGA £340,000* £327,200
Use of resources/VFM conclusion, including data quality | £165,000# £143,920
Total audit fee £505,000 £471,120

* Accounts fee increase is made up of £3,250 inflationary increase (at 1%) and £9,550 eatly

IFRS work = £12,800

# Use of resources increase is made up of £1,450 inflationary increase (at 1%) and £19,630
additional DQ work required under the revised Audit Commission regime and the Council's
high risk rating in this area =£21,080. The recently undertaken data quality review, which

took 30 days, was largely funded from the increase in fee.

The remaining use of resources risk identified in the letter, including partnerships, treasury
management and workforce, are to be managed as part of the recurrent audit fee.
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QA audit.
w7 COMMISSion

Reference 20090407. Fee letters. | O Donovan
7 April 2009

Dr Ita O'Donovan Direct line 0844 798 2320

Chief Executive

London Borough of Haringey Email j-barry-purssell@audit-
Civic Centre commission.gov.uk
High Road

Wood Green

N22 8LE

Dear lta

Annual inspection fee 2009/10

Further to our discussions, | am writing to confirm the assessment and inspection work that we
propose to undertake for the 2009/10 financial year at Haringey Council. The inspection fee:

¢ is based on the risk-based approach to inspection planning as set out in the
Comprehensive Area Assessment (CAA) framework and associated guidance; and

e reflects only the Audit Commission’s inspection work, excluding any audit fees. Your
appointed auditor will be writing to you separately on fees for audit work.

CAA will deliver a more proportionate and risk based approach to inspection, targeting only high
risk services and outcomes for inspection where alternative improvement activity is not
appropriate. The inspection plan will be reviewed and updated as necessary.

The total indicative fee for inspection for 2009/10 is £19,956.00 and is shown in the table below.
The inspection fee has been set in accordance with the Audit Commission‘s work programme
and scales of fees 2009/10.

Assessment and inspection work plan and fee

Assessment / ihSpecfion aCtivity o - Planned fee for 2009/10

Area assessment of local partnership | | n/a (CLG grankt'fuynded)
Managing perfbfmance theme of organi‘sationakly assessment - £19,956.00
" Total inspection fee - | o £19,956.00

Audit Commission, 1st Floor, Millbank Tower, Millbank, London, SW1P 4HQ
T 0844 798 1212 F 0844 798 6187 www.audit-commission.gov.uk
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If I need to make any significant amendments to the inspection plan and fee during the course
of the year, | will first discuss this with you and then confirm in writing outlining the reasons for
the change, including the proposed scope for the work.

The above fee excludes any work you requested and the Commission has agreed to undertake
using its advice and assistance powers.

If you have any questions regarding this letter, please contact me in the first instance.

Yours sincerely,

Jackie Barry-Purssell
Comprehensive Area Assessment Lead

cc Director of Finance - Mr Gerald Almeroth
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Haringey Council

Agenda item: [N o) _]

Audit Committee On 23 April 2009

Report Title: Internal Audit Annual Plan and Strategy 2009/10

Report authorised by: Chief Financial Officer

Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@haringey.gov.uk

Wards(s) affected: All Report for: Non-key decision

1. Purpose of the report

1.1 The purpose of this report is to inform members of the proposed Annual Internal Audit
Plan for 2009/10.

1.2 The report also advises Members of the internal audit strategy.

2. State link(s) with Council Plan Priorities and actions and/or other Strategies:

2.1Audit and Risk Management contribute to the Council priority to deliver excellent,
customer focused, cost effective services by reviewing key services and making
recommendations for improvement where appropriate. Follow up work is undertaken
to ensure that managers implement agreed recommendations and improvements.

2.2 Internal audit forms a key element within the revised Use of Resources assessment
and will continue to be part of the CAA from 2009 onwards. The reports to both
managers and the Audit Committee on progress against the agreed audit plan and the
implementation of audit recommendations ensure that the requirements of the CAA
assessment are fulfilled.

3. Recommendations

3.1 That the Audit Committee approves the Annual Internal Audit Plan and the internal
audit strategy for 2009/10.

4. Reason for recommendation(s)
4 1 The Audit Committee is responsible for reviewing and approving the annual internal
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audit plan as part of its Terms of Reference. In order to facilitate this, a draft audit
plan is provided for review and approval by the Audit Committee.

5. Other options considered
5.1 Not applicable

6. Summary

6.1 The internal audit service makes a significant contribution to ensuring the adequacy
and effectiveness of internal control throughout the authority. This report looks at the
planned programme of work for 2009/10.

6.2 The information has been complied from information held within Audit & Risk
Management and from records held by business units across the Council.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
advises that there are no specific legal issues arising out of the report or the proposed
recommendations.

8. Chief Financial Officer Comments

8.1 The Chief Financial Officer has been consulted on this report and has no additional
comments to make.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how risks to service delivery are managed across all areas of
the council, which have an impact on various parts of the community. Improvements
in managing risks and controls will therefore improve services the Council provides
to all sections of the community.

11. Consultation

11.1 No external consultation was required or undertaken in the production of this report.
Consultation has been undertaken with respective service managers, Assistant
Directors and Directors in the production of the draft internal audit plan.

Report Template: Formal Bodies / Member Only Exec
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12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The work
completed by Deloitte and Touche to undertake the annual audit plan is part of the
five year contract which was awarded following a competitive tendering exercise in
compliance with EU regulations from 1 April 2007. The costs of this contract are
contained and managed within the Audit and Risk Management revenue budget.

13. Use of appendices
13.1  Appendix A — Draft internal audit plan 2009/10

14. Local Government (Access to Information) Act 1985

14.1For access to the background papers or any further information please contact Anne
Woods on 0208 489 5973.

15. Background

15.1Local authorities are required by law to maintain an internal audit function. In addition,
The Accounts and Audit (Amendment) (England) Regulations 2006 reinforce the
statutory requirement and re-state the need for the Council to maintain an adequate
and effective system of internal audit.

15.2Within Haringey, the Internal Audit function is comprised of Deloitte and Touche, who
undertake the majority of the internal audit work in accordance with the contract in
place, including IT and procurement audit. The in-house team is currently responsible
for investigations into allegations of financial irregularity, provision of advice on risk and
controls and grant certification work.

15.3Appendix A contains the proposed annual audit plan for 2009/10, which is fully risk
based and has been derived following consideration of the risk and materiality
(financial and other), of services and systems of the Council, the risk registers in place
and the 2009/10 business plans. This approach reflects current best practice
requirements for internal audit and ensures that, over the life of the contract, the
Council’'s key and higher risk systems and services will be appropriately reviewed
according to risk. This approach also ensures that the council operates a fully
integrated internal audit and risk management process.

15.4Appendix A also includes the audit strategy which will be used to deliver the council's
internal audit plan. As part of the contract with Deloitte and Touche, it is considered
appropriate to keep members advised of the strategy and the way in which the service
will be delivered and request their approval of it. The strategy has been drafted in line
with the 2006 CIPFA Code of Practice and best practice guidance for public sector
audit services.
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15.5The internal audit strategy has been updated as a result of ongoing work to develop
the risk based audit programme. Paragraph 2.2.2 of the internal audit strategy
highlights the proposed development in relation to key financial systems which has
been discussed and agreed with the relevant directors, service managers and external
audit. This approach will provide an additional source of assurance to internal and
external auditors and the Audit Committee. The self assessment will be designed to
complement the audit process and will provide further information to auditors to assist
them in assessing the risks within the system, focusing controls testing and providing
an audit opinion on the overall system.

16. The Annual Audit Plan 2009/10

16.1The proposed annual internal audit plan for 2009/10 is attached as Appendix A to this
report. It gives details of the planned audit work on the key financial and other systems
of the Council. Appendix A summarises the work which will be undertaken at a
corporate level, e.g. pro-active anti-fraud, risk management, and project management
and also provides details of the work proposed for individual directorates.

16.2We have included brief details of the planned scope for each project, although the
detailed scope will be agreed with the client for the work at the planning stage of the
audit. Timings for the projects have also been agreed with the nominated clients to take
account of any cyclical or other work pressures, although these may be subject to
change during the course of the year.

16.3The proposed projects have been discussed with directors and their management
teams and will be subject to further discussions with the nominated client for each audit
as part of the detailed planning process. All completed projects are subject to a formal
follow up review process and the results of the follow up reviews will continue to be
reported for information to the Audit Committee, on a quarterly basis.

16.4We will continue to work with the Council's external auditors, Grant Thornton, to
ensure that audit coverage is maximised and duplication is avoided wherever possible
in order to make the best use of our combined resources. A planned programme of
meetings will take place during 2009/10 to ensure that use of audit resources is
effective.
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16.5Table 1 below summarises the numbers of audit projects planned for 2009/10, by
directorate:

Table 1
Projects

Directorate
Corporate council-wide audits 4
Chief Executive — People and Organisational Development 2
Chief Executive — Policy, Performance, Partnerships, and 5
Communication ‘
Children and Young People’s Service (excluding schools) 4
Urban Environment 6
Adults, Culture and Community Services 5
Corporate Resources (including key financial systems) 16
Corporate Resources — IT audit 7
Corporate Resources — Procurement and contract audit 6
Total 55

16.6Included in the above table (within Corporate Resources) are audits of key financial
systems. We consider key systems to be those which are essential to the successful
management of the Council, and where failure of the system would have a material
effect on the organisation. These key systems, including payroll, accounts payable,
accounts receivable, council tax, housing benefits etc. are therefore subject to regular
review. This programme of work, including the proposed revisions described at 15.5
above, has been agreed with both the managers responsible and the council’'s externai
auditors.

16.7The number of projects listed in the table above excludes the follow up reviews and
visits to individual establishments as part of the schools and social services
programmes.

16.8We will continue to provide support to key projects, including advice to project boards
at key stages of the scheme where appropriate, as well as undertaking reviews of
individual projects to ensure that the project is complying with the required framework,
and financial, reporting and other functions are being managed appropriately.
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Y Agenda ltem 12

Haringey Counci

Agenda item:

Audit Committee On 23 April 2009

Report Title: Internal Audit Progress Report — 2008/09 Quarter 4

Report authorised by: Chief Financial Officer

Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@bharingey.gov.uk

Wards(s) affected: All Report for: Non-key decision

1. Purpose of the report

1.1 To inform the Audit Committee of the work undertaken during the fourth quarter by
the Internal Audit Service in completing the annual audit plan and any responsive
fraud investigation work. In addition, the work of the Council’'s personnel division in
supporting disciplinary action taken across all departments by respective council
managers.

2. State link(s) with Council Plan Priorities and actions and/or other Strategies:

2.1Audit and Risk Management contribute to the Council priority to deliver excellent,
customer focused, cost effective services by reviewing key services and making
recommendations for improvement where appropriate. Follow up work is undertaken
to ensure that managers implement agreed recommendations and improvements.

2.2 Internal audit forms a key element within the revised Use of Resources assessment
and will continue to be part of the CAA from 2009 onwards. The reports to both
managers and the Audit Committee on progress against the agreed audit plan and the
implementation of audit recommendations ensure that the requirements of the CAA
assessment are fulfilled.

3. Recommendations

3.1 The Audit Committee is recommended to note the audit coverage and progress
during the fourth quarter 2008/09.

3.2 That the Audit Committee notes the progress and responses received in respect of
outstanding audit recommendations.
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3.3 That the Audit Committee considers whether any further action is necessary to
address outstanding priority 1 recommendations.

4. Reason for recommendation(s)

4.1 The Audit Committee is responsible for monitoring the completion of the annual
internal audit plan and the implementation of agreed recommendations as part of its
Terms of Reference. In order to facilitate this, progress reports are provided on a
quarterly basis for review and consideration by the Audit Committee.

4.2 Where further action is required or recommended, this is highlighted in the covering
report and associated appendices and included in the recommendations for the Audit
Committee.

5. Other options considered
5.1 Not applicable

6. Summary

6.1 The internal audit service makes a significant contribution to ensuring the adequacy
and effectiveness of internal control throughout the authority. This report looks at the
work undertaken in the quarter ending 31%' March 2009 and focuses on:

» Progress by Deloitte and Touche (internal auditors) on internal audit coverage
relative to the approved internal audit plan, including the number of audit reports
issued and finalised

e Progress in implementing outstanding internal audit recommendations with special
attention given to priority 1 recommendations

e Details of investigative work undertaken relating to fraud and/or irregularities that
fall outside the remit of the Housing Benefit Fraud Investigation Team, including
information in respect of disciplinary action taken.

6.2 The information has been complied from information held within the Audit & Risk
Management Unit and from records held by Deloitte and Touche and Human
Resources.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
advises that there are no specific legal issues which arise out of the report, or the
proposed recommendations.

Report Template: Formal Bodies
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8. Chief Financial Officer Comments

8.1The Chief Financial Officer notes that there are no direct financial implications arising
from this report and also suggests that the targeted work outlined in paragraph 16.2 in
ensuring that greater focus is placed on implementing Priority 1 recommendations should
also reduce the potential for any negative financial outcomes arising.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how risks to service delivery are managed across all areas of
the council, which have an impact on various parts of the community. Improvements
in managing risks and controls will therefore improve services the Council provides
to all sections of the community.

11. Consultation

11.1 No external consultation was required or undertaken in the production of this report.
Consultation is undertaken with respective service managers, Assistant Directors
and Directors are consulted in the production of individual internal audit reports and
follow up programmes and their comments included in the final report which is
circulated in accordance with the agreed internal audit reporting protocol.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The work
completed by Deloitte and Touche is part of the five year contract which was
awarded following a competitive tendering exercise in compliance with EU
regulations from 1 April 2007. The costs of this contract are contained and managed
within the Audit and Risk Management revenue budget.

13. Use of appendices

13.1  Appendix A — Deloitte and Touche Progress report
Appendix B — In-house Team - investigations into financial irregularities
Appendix C — Council-wide disciplinary information

14. Local Government (Access to Information) Act 1985

14.1For access to the background papers or any further information please contact Anne
Woods on 0208 489 5973.
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15.Performance Management Information

15.1 Although there are no national or Best Value Performance Indicators, local performance
targets have been agreed for Audit and Risk Management. These form part of Corporate
Resources’ reporting processes, but are detailed below for information. Table 1 below
shows the targets for each area of audit activity monitored and gives a breakdown between
the quarterly and cumulative performance.

Table 1

Pl Ref. | Performance Indicator 4™ Quarter | Year to date | Target

A1 Audit work Completed vs. Planned | 100% 95% 95%
programme

A2 User satisfaction (1 = low, 5 = 5.00 3.88 3.75
high)

A3 Time taken to complete 17.6 weeks | 14.5weeks | 12 weeks
investigations (2008/09 referrals)

A4 Priority 1 recommendations 99% 95% 95%
implemented at follow up (based
on position as at 31/03/09)

16. Internal Audit work — Deloitte and Touche contract

16.1 The activity of Deloitte and Touche for the fourth quarter of 2008/09 to date is detailed at
Appendix A. In this quarter, a total of 22 projects have been finalised, including 13 school
visits to assess compliance with the Financial Management Standard in Schools (FMSiS).
All 13 schools achieved the required outcomes against FMSiS and will be receiving their
certificate from the Department for Children, Schools and Families.

16.2 The programme of planned follow up audits is also reported at Appendix A. The work of
internal audit and the new reporting requirements to both the Audit Committee and Cabinet,
which receive details of all outstanding Priority 1 recommendations as part of the 2008/09
corporate performance reporting arrangements, have ensured that managers take greater
responsibility for implementing recommendations. Details of the outstanding Priority 1
recommendations from 2004/05 to 2008/09 are shown in Table 2 below.

Report Template: Formal Bodies 4
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Table 2
Year Number of Number of Implementation Target
Priority 1 recommendations rate
recommendations | fully implemented
or addressed at
follow up

2008/09 12 10 83% 95%
2007/08 20 18 90% 95%
2006/07 39 38 97% 95%
2005/06 7 6 86% 95%
2004/05 1 0 0% 95%
Total 79 72 91% 95%

16.3 At the previous Audit Committee, further details of all outstanding recommendations
reported when the follow up work was undertaken were provided. Since July 2007, work has
been ongoing, in conjunction with the Chief Financial Officer, to ensure that Directors were
aware of the required actions necessary and from 2008/09, the implementation of Priority 1
recommendations has been included in the Pl reporting requirements for all departments.

16.4 Directors have been kept informed of progress at all stages and Internal Audit are satisfied
that managers are taking appropriate action to address the issues raised in the original
recommendations. Appendix A details the current position in relation to all outstanding
recommendations.

17. In-house Team - Fraud investigation/lrregularities

17.1 In accordance with the Council’s Constitution, Internal Audit investigates all cases that fall
outside the remit of the Housing Benefit Fraud Investigation Team and the Information
Security Policy. Appendix B details the individual cases that were completed by the In-house
Team during 2008/09 and any which were brought forward from 2007/08.

17.2 Within the fourth quarter, 6 new cases were referred to Internal Audit for investigation, and 3
cases were completed during the quarter involving Council employees. The cases
investigated during the fourth quarter covered allegations involving fraudulent right to buy
and working whilst off sick. The three cases completed in quarter four took 17 weeks on
average to complete. The increased timescales were as a result of one case being co-
ordinated between another borough and the police. Internal Audit work closely with officers
from personnel and the service involved to ensure that the investigation is completed as
quickly as possible. During 2008/09 to date, the average length of time taken to investigate
each case was 14.5 weeks.

17.3 The council has a dedicated email address and telephone number, which is advertised on
the Council website, by which members of the public can report instances of suspected
fraud or irregularity. The In-house Team manage and monitor these referrals. During quarter
four, seven referrals in relation to new allegations were made via the council’'s email
reporting facility. Of these, five related to housing benefit/council tax issues and were
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referred to the Housing Benefit Fraud Investigation Team for further review. Two referrals
were in relation to housing issues and were referred to the Strategic Housing Service for
further review. Follow up discussions with Strategic Housing Services to assess the
information received conformed that no further audit action was required. No referrals were
made via the telephone reporting facility.

17.4 The In-house Team also investigates claims of non-receipt of Council cheques. In 2008/09,
there has only been one referral for investigation as reported in the previous quarter. The
council has not lost any money, as the fraud was detected and the cheque was not cashed.
This is a substantial reduction on previous years’ figures. Improvements in procedures,
including the introduction of ‘positive pay’ whereby the council's banking team receives
information on cheques before they are cleared, and new cheque security measures have
reduced the opportunity for attempted fraud in this area.

18. Council-wide disciplinary statistics

18.1 Appendix C details the number of disciplinary suspensions and/or action taken in the fourth
quarter of 2008/09. The data is taken from SAP and the information has been provided by

the Council’'s Human Resources business unit in line with council statistics reported
elsewhere.

18.2 Improved processes, monitoring, management information and liaison between service
departments and HR has been in place during 2008/09. These actions has enabled the
Council to reduce the average number of days per suspension case by approximately 40%,
from 104 days in the first quarter to 64 days in the fourth quarter.
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Appendix C
Haringey Council — Audit Committee

Disciplinary Case Analysis January 2009 to March 2009

Introduction

The information in this report is taken from SAP, covering the period 01 January 2009 — 31 March
2009.

The data is based on Haringey Council employees who

s hold Permanent, Temporary or Fixed Term Contracts
e are considered as Supernumerary (employees that have been on a Temporary Contract for more
than 52 weeks)

Note that this data excludes:

¢ Casual or Sessional Workers
e Schools
¢ Agency Workers

Adults Culture & Cemmunrty Servrces ;
The Chrldren & Young People s Servrce

Corporate Resources

: eople & Organrsatronal Development /
‘ Polrcy, Pen‘ormance Partnershlp & Comms

Urban Envrronment

Harrngey Councrl

The Council’s Disciplinary Procedure is considered as a tool to assist in good management and not
solely as a means of imposing sanctions or setting out procedures leading to dismissal.

The procedure aims to:

e Allow managers to address issues of unsatisfactory conduct and seek improvements in
behaviour

s Ensure that employees covered by the procedure are treated fairly and consistently

o Ensure that proper and adequate procedures are observed before any disciplinary decisions are
taken

¢ Help and encourage all employees to achieve and maintain standards of conduct, attendance
and job performance

¢ Maintain discipline essential to the delivery of high quality services

o Protect the health, safety and well being of staff, service users and members of the public

¢ Safeguard the integrity and good reputation of the Council
(Disciplinary Procedure July 2005)

| of 6
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Appendix C
Disciplinary Cases

This section looks at the number of formal actions taken against employees under the disciplinary
procedure based on data retrieved from SAP.

Disciplinary Cases by Directorate
AS 5 ‘ 14 19 18
c R 18 L
CR 3

o T R
T e

| BT |
HGY & 28 24 52 | 48

> 0 O = o

Please, note that the total number of cases is 52, but this only represents 48 employees.
The reason being, that one employee can have more than one case running concurrently.
For example, an employee’s dismissal could count as one case and their appeal as another.

¢ Urban Environment has the highest percentage of disciplinary cases against its workforce at
1.50%

e 28 cases remain ‘open’ at the end of this period.

The following table looks at the stages of Disciplinary cases.

Stages of Disciplinary Cases

Invest. - notsuspended 9 |

. DI |
~Invest. - suspended 16 24 g 46
ET 1 0 1 2 :

Apneal | B Faa— a— PR
Total 28 24 52 100

20f6
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Appendix C

The following table identifies the outcomes of the 24 cases that were concluded.

Disciplinary Case Outcomes

© Invest. -  Invest. - Invest. -

Outcome not
|  suspendeq  SuSPended  appeal BT

Appealdismissed 0

Total %

o
o

Appeal upheld
Dismissal
o actnon e
:mOther SN S
Part upheld ,
Verbal wammg

oo o ©

Wntten warnmg

NG NG IS S B P

Flna‘ ert Warnlng,, et
| R‘93'gned

SUSpens|on hfted S

0o 0o 0o - 0 4« 0O 0 O o o =

Relegatson/Demotlon

o, 0o 0 ©

RO

Compromlse Agreement
- Total :

® oo wa o000 oo

© o ©o o o o o o ©

o
N

I

=)

o 29% of cases resulted in Written Warning

e 8% of cases resulted in Dismissal

This table displays reasons for Disciplinary action against employees.

Reasons for Disciplinary Cases
: 4 | 4 B 8 )

4 . 8
Behav:our

2 2

’/Fraud/Theﬁ U . 4 e 4 . , 8 , , 15 SRR
3 0
8 8

Assault

Misuse of resources 12

| ] G
28 24 52 100

e The highest cause for disciplinary action was for Other reasons not categorised at 31%
3ofb



Page 126

Appendix C
This table looks at the ethnic breakdown and gender split for Disciplinary cases

Disciplinary Case employee representation
by Ethnicity and Gender
Female Male All
, % Total % Total %
54 e P o 73
| 58
Not Declared o 100 |
‘@”Total . 27 . 56 . 21 " 48100

 Ethnic ( Class Total ]
B&ME 19

* 33% of the workforce is male, but the male representation of the disciplinary cases is
significantly higher at 44%
The following table looks at the ethnic breakdown per Directorate and across grade bands.

Disciplinary Case employee representation by
Ethnicity and Grade Band ;
(T = Total no. in grade band, WF = % of total dlSCIpllned employees in Dlrectorate)

 Ethnic MANUALf 'SC1-SC5 sossozf
- Group : " - WF !
§ M?B&MEfMprmwwwwmwwaWWéék, 7MTTW
P 222 0 ;00
Total E ;
LTI RET
o wms
| w0
SITINRY
e e T
e
. B&ME
PO White
?M'Total ;
N v
- e T Feo
| o T el
T T
e e o o0 T
| ot R
C manE | o .
HGY White
Total

Dir

?dd;y
00

e
ot
el
o
et
ool ot
oo s EARR
Foa e s | W e

014 A OO OO OO 0 O O = O a4

—
o

A - O 4 0 00 o0 o o

| ; ”éms;
85 12 255
5 47 100

LW
(—I.

T T

0 0

0 0

0 2 0

0 3 0

0 1 3

0 4 3

0 0 0

0 0 1

0o 0 1
et ; = | | |
OMW, o ,Wd,ée”mmWWWmmw
o o -
: e .

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 4 0

0 2 4

0 6 4

NB: 1 employee from Children and Young Peoples Service is excluded from the above table due to not having an ethnicity
declared, however, falls into salary band SC6-S02

40of6
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Appendix C
Suspensions

This table shows a summary of suspension cases.

Summary of Suspension Cases
Case s Total
Noofcases o -
| No. of caces not comeiude J -—Ieaver L
Total et ,’ | 24

No. of cases not concluded

Timescales (no of days) of Suspension Cases

The table below looks at the 24 suspension cases and identifies the no. of working days each case has
taken. If the case has not concluded by the end of the period, the number of working days is calculated
from the start date of the current disciplinary stage to the end of the quarter.

The table also identifies, by directorate, the average number of days suspension for all cases, the
maximum days for a single case and average days suspension for cases heard within that period.

N o . . %:;Total d;AVgOf Max TOta‘
- Directorate  1-60 f 240+ ‘» ~ caysor .

,; : » , : cases - days of
120 | 180 | 240 | cases days total = Days |  cases |
‘ *  heard -
f | : ... cases 0 heard
57 |

f136§5f§36

AS 6 2 2

c 4 80 320 1 320

CR 2 o o 0o 0 2 8 19 23 0o 0

PO 115

PP

UE 2 1 0o 0o 0o 38 471 5 19 1 109

HGY 14 7 2 0 1 24 1538 64 320 7 &

On average, 64 days were spent on each suspension case within the quarter. Of the 7 cases heard, 4
were concluded within 60 days of suspension.

50f6
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Appendix C

450

200

100

Average and Maximum Days Taken for Suspension Cases by Directorate

400 -
350
300 -
250 -

150 -

50 -

R PO UE

- BAvg. days Max. days

The chart below looks at the number of suspension cases per quarter and highlights Haringey Council’s
average number of days per case.

200

160 -

120 -

80 -

40 -

No. of Cases and Average days taken per Case
by Quarter

The average number of days taken per suspension case has significantly reduced over the last year,
showing the benefit of the extra scrutiny and focus on management action that is continuously ongoing.

In quarter 2 we achieved our target of 70 days average per suspension case and have exceeded this

target in quarter 4.

6 of 6
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Haringey Council

Agenda item:

Audit Committee On 23 April 2009

Report Title: Risk Management and Corporate Risk Register

Report authorised by: Chief Financial Officer

Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@haringey.gov.uk

Wards(s) affected: All Report for: Non-key decision

1. Purpose of the report

1.1To inform the Audit Committee of the current position on risk management
implementation across the Council and provide a revised risk management strategy
for consideration and approval.

1.2 To provide a register of corporate business risks for review.

2. State link(s) with Council Plan Priorities and actions and/or other Strategies:

2.1Audit and Risk Management contribute to the Council priority to deliver excellent,
customer focused, cost effective services by ensuring that the Council’s risk
management framework is in place and operating effectively. Internal audit reviews
key risk registers, the controls in place and makes recommendations for improvement
where appropriate.

2.2 Risk management forms a key element within the revised Use of Resources
assessment and will continue to be part of the CAA from 2009 onwards. The reports
to both managers and the Audit Committee on the implementation of the Council’s risk
management policy and strategy ensure that the requirements of the CAA
assessment are fulfilled.

3. Recommendations

3.1 The Audit Committee is recommended note the implementation of the risk
management strategy across the Council.

3.2 The Audit Committee is recommended to review and approve the revised risk
management policy and strategy .
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4. Reason for recommendation(s)

4.1 The Audit Committee is responsible for approving the Council's Risk Management
Policy as part of its Terms of Reference. In order to facilitate this, and provide
information on its implementation across the Council, progress reports are provided
on a regular basis for review and consideration by the Audit Committee.

5. Other options considered
5.1 Not applicable

6. Summary

6.1 The internal audit service makes a significant contribution to ensuring the
implementation of the Council’s risk management framework throughout the authority.
This report focuses on:
* The work undertaken during 2008/09 to implement the risk management

framework;

e The corporate risk register
» The updated risk management policy and strategy

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
advises that there are no specific legal issues which arise out of the report, or the
proposed recommendations.

8. Chief Financial Officer Comments

8.1The Chief Financial Officer has been consulted over the contents of this report and
notes that there are no direct financial implications arising from this report.

8.2 The Council’s overall business planning process allows it to assess the impact of any
risk highlighted during the course of regular review of risk registers or the PBPRs and
those felt to have key financial implications over the medium term are addressed in
the Council’s financial plans. The financial or business impact of any risks
materialising in year will be addressed as part of the council’'s monthly budget &
performance management process.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how risks are managed across all areas of the council, which
have an impact on various parts of the community. Improvements in managing risks
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and controls will therefore improve services the Council provides to all sections of
the community.

11. Consultation

11.1 No external consultation was required or undertaken in the production of this report.
Consultation is undertaken with respective service managers, Assistant Directors
and Directors in the production of risk registers and internal audit reports and follow
up programmes, and their comments are included in the final report which is
circulated in accordance with the agreed internal audit reporting protocol.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The work within
internal audit to implement the risk management framework is part of the contract
with Deloitte and Touche which was awarded following a competitive tendering
exercise in compliance with EU regulations from 1 April 2007. The costs of this
contract are contained and managed within the Audit and Risk Management
revenue budget. Service departments manage risks as part of the routine work to
achieve their business plans and costs are contained within their revenue budgets.

13. Use of appendices

13.1  Appendix A — Corporate Risk Register
Appendix B — Risk Management Policy and Strategy
Appendix C — Update on risk registers

14. Local Government (Access to Information) Act 1985

14.1For access to the background papers or any further information please contact Anne
Woods on 0208 489 5973.

15. Background

15.1The Council’'s Risk Management strategy is reviewed on an annual basis to ensure that
it reflects current operational requirements and best practice. The previous version was

approved by CEMB in January 2008, and the Audit Committee, in May 2008.

15.2During 2008/09, Internal Audit has continued to work with business unit and
departmental representatives to review, test and update the risk registers in accordance
with the requirements of the risk management strategy. The review and testing of risk
registers formed part of the 2008/09 annual audit plan and will be an ongoing process in
2009/10 to ensure the key controls to manage identified risks are effective and operate

as intended. This will also ensure compliance with the agreed strategy.
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15.3The Council has been implementing a new performance management system
(Covalent) during 2008/09. This system will also include a risk management module
which will enable all risk registers to be managed electronically at business unit,
department and corporate level. The process to input the current risk registers on to the
performance management system will start in April 2009, and this will be completed by
Internal Audit, supported by Policy and Performance. Training for system users will be
provided during May and September 2009, with full reporting in place across the
Council by October 2009.

16. Corporate Risk Register and Departmental/Business Unit Risk Registers
16.1The corporate risk register is attached at Appendix A for review and approval. This
reflects those risks identified at corporate level, referenced CEMB 1 — 12 in the
corporate register. Following discussions at CEMB during 2008/09, additional risks have
been included in the corporate register to cover:
e Current economic conditions (CEMB1);
e Data quality issues (CEMB2);
e Treasury Management (CEMB3);

16.2The current high risks identified in business unit and departmental risk registers,
referenced CEMB 13 — 21 and cross-referenced to the individual departmental and
business unit risk registers. These risks may also have a corporate impact either in
financial or reputation terms. Some of the key risks included in departmental or
business unit risk registers may already be included as corporate risks e.g. overspends;
staffing issues; safety of staff and clients.

16.3 Appendix C shows the latest position for all Business Units and Directorates as at
April 2009. All Business Units have been requested to provide copies of the latest
version of their risk registers in accordance with the risk management strategy ad we
are awaiting final copies of some Business Unit risk registers in order to complete the
process of loading the information onto Covalent.

17.Electronic risk registers

17.1The electronic Covalent system will replicate the majority of the existing format for the
council’'s risk registers, but will provide Business Unit Managers with a more effective
and flexible reporting and monitoring process than the current manual process.

17.2The electronic system is able to produce a variety of reports and information to suit the
managers’ requirements. The electronic system allows managers to view and sort their
current risks individually, or by risk rating; RAG status; or actions due.

17.3 As stated earlier, all existing risk registers will be loaded onto Covalent by Internal
Audit and checked to ensure that the data is correct. After the initial data has been input
onto the system, business units will be provided with the risk register information
relevant to them and will be able to update and amend their risk registers online. In
order to facilitate this, all business units will have a nominated representative who will
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have access to the system and will be responsible for keeping the risk register up to
date.

17.4Covalent will automatically send reminders to the business unit representatives when
updates are due. Internal Audit will provide resources as part of the annual audit plan to
assist business units on an ongoing basis and to ensure that all actions and updates are
being done in accordance with the relevant timescales.

18. Risk Management Policy and Strategy

18.1In addition to risk registers, the 2008 risk management strategy has brought together all
key processes involving risk, including health and safety, business continuity,
emergency planning and project management. A Risk and Emergency Planning
Steering Group has been established during 2008/09 which reviews key risk issues on a
regular basis and ensures implementation of the risk management strategy across the
council. Key documentation, including the PBPR templates have been revised to take
account of the revised risk management strategy and ensure that risk management
processes are embedded across all key functions and processes. Risk management
forms an integral part of the business planning process, including the pre-business plan
review stage and the final business plans, where business units are required to consider
the key risks to the achievement of their objectives.

18.2 The risk management strategy and policy has now been updated to reflect the

development of the electronic performance management system and is attached at
Appendix B for review and approval.
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RISK MANAGEMENT POLICY

Haringey is committed to developing a Risk Management Strategy, framework and the
necessary supporting processes as part of the Council’s on-going improvement
programme. This will help to improve and strengthen corporate governance and front-
line service delivery throughout the Council. The aim is to minimise the incidence and
impact of risk taking activity, improve decision making and increase opportunities for
innovation.

The Council undertakes that this policy will promote and ensure that:

1.

10.

11.

The management of risk is linked to performance improvement and the
achievement of its priorities and service objectives.

Members, CEMB and senior management own, lead and support on risk
management.

Ownership and accountability are clearly assigned for the management of risks
throughout the Council.

There is a commitment to embedding risk management into the Council’s
culture and organisational processes at all levels including strategic,
programme, project and operational.

All Members and officers acknowledge and embrace the importance of risk
management as a process, by which key risks and opportunities are identified,
evaluated, managed and contribute towards good corporate governance.

Effective monitoring and reporting mechanisms are in place to continuously
review the Council’s exposure to, and management of, risks and opportunities.

Open and inclusive processes are established and maintained by involving all
those associated with the planning and delivery of services, including
stakeholders and partners.

Best practice systems for managing risk are used throughout the Council,
including mechanisms for monitoring and reviewing effectiveness against
agreed standards and targets.

Accountability to stakeholders is fully demonstrated through periodic progress
reports and an annual statement on the effectiveness of and the added value
(benefits) from the Council’s risk management strategy, framework and
processes.

The Council’s approach is regularly benchmarked against high performing
public and private sector organisations.

The Risk Management Strategy is reviewed and updated annually in line with the
Council’s developing needs and requirements.

Management of Risk Corporate Strategy — March 2009 Page 1
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1.  BACKGROUND

1.11t is now recognised that all organisations face a range of risks which may affect
the achievement of their objectives. Risk management is therefore an essential part
of securing the ‘health’ of an organisation. Risk management is an important
element in the running of any business: ensuring that threats to corporate
objectives and service delivery are minimised; and that business opportunities are
exploited to maximise resources or revenue.

1.2 Risk management is part of the overall arrangements for securing effective
corporate governance. Corporate governance can be described as the systems
which local authorities use to direct and control their operations and relate to their
communities.

1.3 Good corporate governance can provide the authority’s various communities,
partners and other organisations, with confidence that the council maintains the
highest possible standards in delivering their services. It is impossible for any
organisation to achieve effective corporate governance arrangements without an
effective risk management framework.

1.4 The council also has to comply with various statutory requirements which include
issues relating to corporate governance or risk management. The Accounts and
Audit Regulations 2003 require local authorities to review, at least once a year,
systems they have in place to control and manage the services they provide. From
2007/08, the Council must publish an annual governance statement, which
represents the end results of its annual review, with its financial statements.

1.5 The Comprehensive Performance Assessment (CPA) was introduced in order to
evaluate local authorities’ performance over a number of areas. Risk management
is included within the annual ‘Use of Resources’ assessment and is still a key part
of the assessment criteria for 2009 that is integral to the new Comprehensive Area
Assessment (CAA).

1.6 Other key statutory issues for the council in relation to risk management include the
requirements of the Civil Contingencies Act 2004 and the Health and Safety at
Work Act 1974 and its related legislation. Internally, the council has developed
various business planning, performance and project management frameworks,
including business continuity and emergency planning - which all require risk
management to be considered.

1.7 Everyone within the council has a role to play in managing risk. In order to put this
in context and provide an explanation of how the various statutory and local
requirements should be met, this corporate strategy has been developed. This
builds on the previous risk management strategy to indicate where the various
statutory and key corporate requirements fit in.

Management of Risk Corporate Strategy — March 2009 Page 2
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2 INTRODUCTION

2.1This strategy provides an overview of Haringey’s risk management position and
what the council needs to do to move towards achieving the highest ratings in the
relevant CAA assessments. It updates the previous risk management strategy
(January 2008) and clarifies the various roles, responsibilities and governance
structures.

2.2Haringey Council, via statutory requirements and corporately set objectives, must
balance the demands of service users and tax payers; involve communities in
service provision; deliver, commission and regulate services; and enter into
strategic and local partnerships, often involving complex funding arrangements.

2.3Balancing all of these, sometimes conflicting, objectives means that the council
needs a framework which ensures that a pro-active approach is taken and risks
are considered before decisions are taken by the appropriate body.

2.4The aim of this strategy is to ensure that risks are identified at the right time to
enable good decisions to be made, including:

¢ reducing the impact and/or number of risks which could prevent the council
achieving its objectives;

e ensuring that the council takes advantage of opportunities to improve its
performance; and

e working with organisations within the Haringey Strategic Partnership to
maximise opportunities available.

2.5Risk management can make a difference and enhance the performance of the
council by:
¢ ldentifying and preventing the bad things from happening; and
¢ Ensuring that all the good things we want to do actually happen.

2.6The aim of this strategy is to ensure that everyone responsible for managing and
taking decisions is aware not only of the key risk management functions, but also
their responsibilities in relation to them.

2.7From the departments’ and business unit managers’ perspectives, the emphasis
should be to achieve their objectives and deliver their services. Risk management
should be used to facilitate this in the most effective way possible. By using a
systematic approach, managers will ensure that they consider all the options
available to them, and be in a better position to anticipate and respond to
changing social, environmental and legislative requirements.

Management of Risk Corporate Strategy — March 2009 Page 3
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WHAT IS RISK?

3.1 For a public body such as Haringey Council, risk can be defined as:

Anything that poses a threat to the achievement of our objectives,
programmes or service delivery to the residents, businesses and communities
of Haringey.

3.2 Risks can come from inside or outside the council, and may include financial loss

or gain, physical damage to people or buildings, client dissatisfaction, unfavourable
publicity, failure of equipment, or fraud. Failing to take advantage of opportunities
may also have risks for the Council, for example not bidding for external funding, or
not publicising successes.

3.3 Taking advantage of new opportunities, for example working with the voluntary

sector to deliver services, or working as part of the Haringey Strategic Partnership
can also mean the Council has to deal with different types of risks. However, not
taking advantage of these opportunities may leave the Council facing bigger risks
in the future.

3.4 Therefore, some risks should not necessarily always be avoided. However, this

means the Council should always carefully think through decisions which may
cause losses of confidence, finance, or reputation. If risks are identified and
managed effectively, they can allow the council to take opportunities for improving
services.

3.5 Risks can be classified according to how they may affect the council as it delivers

its services:

e Corporate (strategic) risks - risks which may affect the council’s ability to
achieve its plans.

o Reputational risks - risks that may undermine the confidence that the council’s
partners, customers, staff and the public have in it, e.g. adverse news articles.

e Service (operational) risks - risks which may prevent the council delivering its
core services, e.g. lack of staff, damage to buildings, equipment failure.

e Financial risks - risks which may cause a breakdown in the council’s financial
systems e.g. fraud. Alternatively, risks arising from the credit crunch and
economic downturn, e.g. on investments, debt management, etc.

Management of Risk Corporate Strategy — March 2009 Page 4
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4 WHAT IS AN ACCEPTABLE RISK?

4.1 As a general principle, the Council will seek to eliminate and control all those risks

which:

e have a high potential for incidents to occur,

¢ would have a substantial adverse financial or reputational impact;

e would cause loss of public confidence in the Council and/or its partner
organisations; or

e may stop the Council from carrying out its statutory functions or achieving its
strategic objectives.

4.2 The Council recognises that it is impossible to eliminate all risks, especially those
which it has no control over e.g. UK economy, changes to legislation, climate and
weather influences, or external power failure. This is not an exhaustive list, but
provided for illustrative purposes only.

4.3 The Council will always try to reduce or eliminate risks wherever possible, but it
needs to strike the right balance between how much it costs to manage or
eliminate risks and taking no action. For example, the costs of eliminating risks in a
system may be more than the amount of money the Council may lose if the system
were to fail. In these circumstances, the Council would want to ensure that there
were sensible precautions taken to manage the risks, but that these were balanced
against what it would cost if the system were to break down.

4.4 Systems that the Council puts in place should therefore be flexible enough to
encourage innovation and imaginative use of its limited resources, subject to any
legal requirements, in order to deliver better services to its residents.

4.5 All projects and change programmes carry with them some risk of failure. The
willingness to take advantage of opportunities or new innovation, in a managed
way, is a sign of an ambitious organisation. It is important that risks associated
with opportunities and innovation are identified and effectively managed, to ensure
that the strategic objectives of the Council are achieved.

Management of Risk Corporate Strategy — March 2009 Page 5
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5 WHAT IS RISK MANAGEMENT?

5.1 There is no such thing as a risk-free environment, but many risks can be avoided,
reduced or eliminated through good risk management. Good risk management
also takes advantage of opportunities while analysing and dealing with risks.

5.2 Risk management is something that managers do every day as part of their normal
work, although it may not always be written down, and managers may not use a
formal procedure to make their final decision. Risk management can be explained
as a tool for managers to use so that they are able to identify, evaluate and
manage both risks and opportunities in a logical and consistent way.

5.3 Good risk management is forward looking and helps to improve business decisions
and manage performance. It is not only about avoiding or minimising losses, but
also about dealing positively with opportunities.

5.4 In addition to fulfilling statutory requirements, it should be recognised that there are
many benefits to making sure that risk management is considered and applied at

all levels in the Council, including:

Allowing managers to focus on the issues that really matter;

Spending less management time on operational issues;

Fewer surprises;

Managers are focused on doing the right things, in the right way;

Better chance of achieving business objectives;

Better chance that new developments can be delivered on time, in accordance
with the planned programme and within budget; and

e More informed risk taking and decision making.

5.5 Risk management should be considered as a continuous process, which evolves
as the Council gains more understanding of the risks and opportunities facing it
and how to manage these effectively.

5.6 Risk management consists of a number of elements, which should be considered
and applied regularly during the course of the year, as part of the Council’s cycle of
performance management and improvement processes:

e Understanding the Council’s, department’s, or business unit’s objectives;
o Identifying and assessing the risks facing it;

* Assessing the actions in place to manage the risks;

e Taking action to improve, monitor and learn from experiences.

1 Source: ‘Embedding Risk Management into the Culture of your Organisation’, The Institute of Internal Auditors — UK and
Ireland, October 2003.

Management of Risk Corporate Strategy — March 2009 Page 6
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6 WHO IS RESPONSIBLE FOR RISK MANAGEMENT?

6.1Directors and senior managers are responsible for managing their services. They
are therefore responsible for identifying, assessing and managing the risks
associated with planning, delivering and monitoring each of their services.

6.2The following diagram illustrates the key processes in the council’'s overall
approach to the provision of its services. The assessment and management of risk
is essential to all aspects of this approach and is shown as an overarching aspect
of service delivery.

Figure1
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________ , | BUSINESS/SERVICEPLANNING | | z
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: l 3
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6.2 Additionally, the Chief Financial Officer has a specific statutory responsibility, under
section 151 of the Local Government Act 1972, to ensure that the Council
maintains high standards in managing its financial systems and that procedures
comply with all relevant legislation and local procedures.

6.4 The Chief Executive’s Management Board (CEMB) is responsible for approving the
Council’s risk management strategy at officer level and for ensuring that this is
reviewed and updated on a regular basis. CEMB is also responsible for reviewing
and approving the corporate risk register, business continuity plan and health and
safety policy on a regular basis.

6.5 The Council’'s Audit Committee has responsibility for approving the risk
management strategy at member level and is also responsible for reviewing, on an
annual basis, the implementation of risk management across the Council. Risk
management is included as part of the portfolio for the Cabinet Member for
Resources.

6.6 The Council has a statutory responsibility to “assess the risk of an emergency
occurring” under the Civil Contingencies Act 2004. This responsibility is undertaken
in partnership with other agencies (e.g. the Emergency Services), and the resulting
Community Risk Register is signed off at the Local Resilience Forum.

6.7 The Council also has a responsibility to ensure that the strategy covers bodies
working in partnership with the Council. It is critical that both the risk appetite and
risk management arrangements for all parties are discussed and clearly
understood before a partnership is created. In particular, a risk management
strategy has been developed for the Haringey Strategic Partnership and risk
registers are being developed for each of the partnership theme boards.

6.8 Figure 1 above sets out the various areas across the council where managers need
to consider the risks in relation to their business, and how these should be
addressed. In practice, the council has various corporate systems and processes
which should be completed in order to ensure that risks are appropriately
considered. These are set out below in Table 1 below:

Table 1
Area/Process Action required/Response
Business/Service Planning Risk Register(s) to be completed

Project & Programme Management Haringey Project Management
Framework to be followed

Business Continuity/Disaster Business Continuity Plan(s) to be
Recovery completed

Health and Safety Risk Assessment(s) to be completed
Performance Management National (LAA) and local indicators to

be monitored

Management of Risk Corporate Strategy — March 2009 Page 8
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7 RISK MANAGEMENT - THE FRAMEWORK

7.1 Our vision is that all significant risks which may prevent the Gouncil from achieving
its objectives and all appropriate opportunities are identified, assessed and cost
effectively managed, as part of the whole Council performance management
process.

7.2 The key objectives of the framework are to ensure that the Council has a
consistent approach and basis for measuring, controlling, monitoring, follow-up
and reporting of risk that is based on what the Council, not any individual, judges
to be acceptable levels of risk.

7.3 The framework demonstrates how the management of risk is embedded in the
various business processes across the council, including business planning,
financial planning, business continuity, performance management and project
management.

7.4 Table 2 below provides a summary of the council’s business planning cycle and
how the business processes operate within this.

Table 2
Timing Activity Completed by Key Contact
April Draft Business Plans | BU Head Performance
Management
Team
April and Review and update | BU Head/ DMT/ | Head of Audit &
September of risk register CEMB Risk
Management
April and Review and update | BU Head/ DMT/ | Emergency
September of Business CEMB Planning and
Continuity Plan Business
Continuity
Manager
September Pre-Business Plan BU Head Performance
Review Management
Team
April - March | Collate and monitor | BU Head Performance
performance Management
Indicators Team
April - March | Submission of Project Lead Project
Project Management Management
Highlight reports Office
April Undertake risk BU Head/ DMT Health & Safety
assessments Manager

Management of Risk Corporate Strategy — March 2009
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7.5 Education, training & awareness is achieved by:

" Facilitated workshops, training sessions and meetings with Members, managers
and staff at various levels.

. A developing framework of standards, practical guidance notes and briefings.

] Regular meetings with managers and staff to heighten awareness and share

views, ideas and experiences.

7.6 From April 2009, the Council will implement Covalent Software and this interactive
database will be used to develop:

. Corporate, departmental and business unit risk registers that will be updated on
a continuous basis. These will be based on identifying an “analysis gap”
between “where we are now” and where we want to be over an agreed

timeframe.

. High level risk actions that form part of Managers’ performance management
dashboards.

. A database of risk data and information for analysis and reporting.

. The identification of control areas that need to underpin the Strategic and
Annual Internal Audit Plans.

. Further integration with outcomes from value for money reviews; outstanding

high risk audit recommendations; corporate health and safety risks; business
continuity management; Civil Contingencies Act; Crime and Disorder; and
Equalities, etc.

. Effective links between risk management, performance management, project
management and business planning, etc.

7.7 Previous sections of this strategy have listed the areas where the council requires
managers to complete corporate processes. Table 3 below details the appendices
which set out how the framework operates in practice for each of these areas:

Table 3

Area Appendix
Completion of Risk Registers A

Project & Programme Management B

Business Continuity Plans | C

H & S Risk Assessments Under review
Performance Management Framework D

(Overview)

Management of Risk Corporate Strategy — March 2009 Page 10
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8 HOW ARE RISKS REVIEWED AND REPORTED?

8.1The council has various means of measuring and recording risks. The reporting of each

of these areas, together with the links between each process, is set out below.

8.2Risk registers are subject to regular review and update, at least quarterly, by business

units, departments and CEMB. The timing for review should coincide with and form part
of the annual planning process. As a minimum, risks should be formally considered
twice a year in line with submission of the Pre-business Plan Reviews (PBPR’s) in
September and the annual business plans in April. Key risks are escalated from
business unit registers to departmental registers and ultimately on to the corporate
register where the realisation of the risk may impact on the ability to achieve corporate
or statutory objectives.

8.3The Corporate Business Continuity Plan (BCP) is reviewed on a quarterly basis, and

subject to test on an annual basis. The Emergency Planning and Business Continuity
Planning team maintain the corporate plan, incorporating lessons from incidents and
exercises. Business Unit BCP’s should be reviewed twice a year in line with the
business planning cycle (in September and April). Reports are provided to CEMB and
members detailing the implementation and management of the council’s BCP’s. Key
BCP risks are included on business unit, departmental and the corporate risk register
as appropriate.

8.4The council’s project management framework requires risks affecting each project to

be reviewed prior to the submission of each project highlight report (normally monthly)
and reported to the relevant project and programme board. Reports to CEMB and
members are provided on a regular basis as part of the reporting cycle. Projects which
carry significant risks to the achievement of business unit or departmental objectives
should be included in business unit or departmental risk registers, with escalation to the
corporate risk register in cases where the failure of the project may impact on the ability
to achieve corporate or statutory objectives.

8.5Health and safety risks are addressed based on the Health and Safety Executive’s

‘Sensible Risk Management’ strategy, which the council has adopted. Managers at all
levels are required to ensure that key assessment processes e.g. display screen
assessments and safe working practices are completed on a regular basis. Reports to
CEMB and members detailing compliance with the council’s policies are provided on a
regular basis.

8.6 Performance management information, including statutory and local performance

indicators, is provided on a regular basis to CEMB and members. The council uses a
‘balanced scorecard’ to highlight key risk areas.

8.7 The Council has to produce an Annual Governance Statement every year, which is an

assessment of the systems the Council has in place to control and manage the services
they provide. This risk management strategy and framework will provide assurance to
CEMB and members that risks are being properly managed.

Management of Risk Corporate Strategy — March 2009 Page 11
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Agenda item: : [No ]
Audit Committee On 23 April 2009

Report Title: Office of the Surveillance Commissioners (OSC) Inspection

Report authorised by: Chief Financial Officer

Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@haringey.gov.uk

Wards(s) affected: All Report for: Non-key decision

1. Purpose of the report

1.1 To inform Members of the inspection visit made to Haringey by the Assistant
Surveillance Commissioner in March 2009.

1.2 To inform members of the recommendations made by the OSC and the council’s
response in order to ensure these are appropriately addressed.

2. State link(s) with Council Plan Priorities and actions and/or other Strategies:

2.1Audit and Risk Management contribute to the Council priority to deliver excellent,
customer focused, cost effective services by reviewing key services and making
recommendations for improvement where appropriate.

3. Recommendations
3.1 That the Audit Committee notes the content of the OSC inspection report.

3.2That the Audit Committee approves the action plan to address the recommendations
made by the Surveillance Commissioner.

4. Reason for recommendation(s)

4.1 The Audit Committee is responsible for overseeing the Council's arrangements for
corporate governance and compliance with its own and other regulations as part of its
Terms of Reference. Compliance with legislation in relation to the Regulation of
Investigatory Powers Act 2000 (RIPA) falls within this remit. In order to facilitate this,
reports are provided for review and consideration by the Audit Committee.

4.2 Where further action is required or recommended, this is highlighted in the covering
report and appendices and included in the recommendations for the Audit Committee.




Page 172

5. Other options considered
5.1 Not applicable

6. Summary

6.1 The Head of Audit and Risk Management acts as the lead officer in relation to
compliance with RIPA legislation for the Council. This report outlines the results of the
recent inspection of the Council’s policies and procedures by the Office of the
Surveillance Commission and focuses on:

e The conclusions of the inspector on the Council’s policies, procedures, training
and application/use of RIPA in practice
e The recommendations for improvement and how the Council will address these.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
makes the following comments.

7.2. The Head of Legal Services agrees that the measures set out in the action plan at
Appendix A, do form an appropriate and adequate response to the OCS
Recommendations.

8. Chief Financial Officer Comments
8.1 The Chief Finance Officer has no additional comments to make.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how RIPA legislation is applied and used within the Council.
Use of directed surveillance could have an impact on the community as a whole if
used incorrectly; therefore it is important to ensure that safeguards are in place to
enable the council to comply with the legislation. Used in accordance with the
requirements of the Act, directed surveillance can enable the council to improve
conditions for those who live and work in the borough.

11. Consultation

11.1 No external consultation was required or undertaken in the production of this report.
Consultation has been undertaken with relevant service managers where the
application of RIPA is included in their responsibilities to ensure that the
recommendations will be addressed.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The costs of
ensuring the Council complies with RIPA legislation and operating guidelines are
contained and managed within the Audit and Risk Management and relevant service
departments’ revenue budgets.
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13. Use of appendices

13.1 Appendix A — Action Plan
Appendix B — OSC report

14. Local Government (Access to Information) Act 1985

14.1For access to the background papers or any further information please contact Anne
Woods on 0208 489 5973.

15. Background

15.1 An inspection of the Council’s policies and procedures relating to the Regulation of
Investigatory Powers Act, 2000 (RIPA) was conducted by an Assistant Surveillance
Commissioner (ASC), from the Office of Surveillance Commissioners, in March 2009.

15.2 The inspection focused on directed surveillance and covert human intelligence sources
(CHIS) and a range of compliance issues. Broadly speaking these were: policies and
procedures, completion of RIPA authorisations, training, and roles and responsibilities,
including the designated Lead Officer to oversee RIPA.

15.3 A report on the outcome of the inspection was received by the Chief Executive on 30"
March 2009 from the Chief Surveillance Commissioner, the Rt. Hon. Sir Christopher
Rose. This is attached as Appendix B. In summary, the report concludes that the
Council has good policies, procedures and training in place.

15.4Whilst the Chief Surveillance Commissioner stated that the council appeared to be well
placed to use the powers available to it under RIPA, the report at Appendix A does
contain some suggestions for improving the application of the required processes.

15.5The Council has confirmed that it accepts the Surveillance Commissioner’s
recommendations and will implement them in order to ensure full compliance with the
requirements of RIPA.

16. The Inspection ,
16.1The ASC met with the Head of Audit & Risk Management (the Council's Lead Officer
for RIPA), together with the Head of Enforcement to the Council’s use of RIPA.

16.2The ASC reviewed and discussed the Council's policy and procedures documentation
in relation to their operation and best practice. A review of RIPA applications,
authorisations, renewals and cancellations was also undertaken. Feedback from the
ASC during the course and at the end of the inspection was positive on the
understanding and application of RIPA principles across the Council, and on the
Council's training for Authorised Officers, which was provided in-house by Legal
Services.

16.3The ASC did not find any material gaps in approach or compliance in the Council’s use
of RIPA. No omission in information required by the authorisation forms, or the
authorising officer statements was identified. However, the ASC did make a number of
recommendations to ensure the Council met best practice and improved its existing
processes. The recommendations made by the OSC are detailed in the table below,
which indicates how these are to be addressed and implemented.
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The Rt Hon. Sir Christopher Rose

Ofice of Surveillance
Commissioners

A 4

Chief
Surveillance
Commissioner

EF E‘X'ff"{:ru‘?g S
gv M_g*{ g«ﬁ}ﬂg},{ f"’?{mi ::3‘% !CE

Restricted 30 MAR 2009 5" March 2009

dean o 0

Covert Surveillance

On 3™ March 2009, an Assistant Surveillance Commissioner HH Dr Colin Kolbert again
visited your Council on my behaif to review your management of covert activities. | am
grateful to you for the facilities afforded for the inspection.

| enclose a copy of Dr Kolbert's report which | endorse.

| am pleased to see that you have good policies, procedures and training in place, so it is
disappointing to see that up to date Home Office forms are still not being used, despite
Dr Kolbert drawing attention to this in the report 2 years ago.

The recommendations are that your RIPA Procedure Notes be revised as discussed, that
only up to date Home Office forms be used, that future training concentrate on the
matters indentified in para 10 of the report and that an index, compliant with the Code of
Practice, be added to your Central Record and used by the monitoring officer.

I shall be glad to learn that your Council accepts the recommendations and will see that
they are implemented.

One of the main functions of review is to enable public authorities to improve their
understanding and conduct of covert activities. | hope your Council finds this process
constructive. Please let this Office know if it can help at any time.

Dr Ita O’'Donovan

Chief Executive

London Borough of Haringey
Civic Centre

High Road

Wood Green

London

N22 8LE
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Office of Surveillance
Commissioners

OSC/INSP/O75

Chief Surveillance Commissioner
Office of Surveillance Commissioners
PO Box 29105

LONDON

SWIV 1ZU

5" March 2009

OSC INSPECTION REPORT - LONDON BOROUGH OF HARINGEY

Date of Inspection 3" March 2009

Assistant Commissioner HH Dr Colin Kolbert

London Borough of Haringey

The nature of the area for which the Council is responsible, the size of its staff and the
extreme diversity of the population served, many of whom are newcomers to the United
Kingdom and amongst whom over 200 different languages are spoken, have not changed
significantly since Irwin Nettleship made the first OSC Inspection Report in October 2002,
Since then I have made Inspections in August 2004 and in May 2006, when I was able to
report that all the elements were in place for effective use to be made of covert surveillance
when necessary.

The Chief Executive, as previously, is Dr Ita O’Donovan, Civic Centre, High Road, Wood
Green, London, N22 8LE. She heads a Corporate Management Team of two Assistant
Chief Executives and four Directors.

Inspection

3

The Inspection was conducted with the most helpful assistance of Anne Woods (Head of
Audit and Risk Management) who is a veteran of my two previous visits, and Robin Payne
(Assistant Director, Urban Environment). ”

A copy of the Council’s RIPA Procedure Notes, revised after my last Inspection, was made
available in advance of this Inspection. It is succinct, accurate and practical in its approach.
In light of the issues raised in paragraph 10 below, which were thoroughly discussed during
the Inspection, it is suggested that paragraph 7.1.2 of the Procedure Notes would gain in
value by adding full guidance on proportionality as in the OSC’s Procedures and Guidance,
paragraphs 103 and 104.
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Several other policy documents were also made available, dealing with Fraud and
Corruption (Housing Benefit and Council Tax Benefit), Anti-Social Behaviour, CCTV,
Food Health and Safety and Noise Control. Some gave wording of the potential use of
covert surveillance, but did not raise any RIPA issues. The Heavy Enforcement Team (now
given the less dramatic title “Tactical Enforcement Team™) clajms significant successes in
dealing with anti-social behaviour in many forms throughout the Borough, notably gangs,
brothels, and crack houses (74 closures in eleven months to February 2008).

Policies and Procedures

6

7

10

The Council’s RIPA Procedure Notes are considered in paragraph 4 above.

Copies of the latest Home Office application forms for authorisation of Directed
Surveillance were included in the pre-inspection bundle, but they were not in use by the
main user. The out-of-date forms make the task of applicant and Authorising Officer more
difficult than it need be, because the questions to be dealt with do not appear in the most
logical order, nor is there guidance as to the issues which need to be spelt out.

Nine Authorising Officers are listed by name and post in Appendix 1 to the Procedure
Notes. All comply with S.1. 2003, No. 3171. The Chief Executive is listed as Authorising
Officer for cases involving confidential information. Both Assistant Chief Executives are
listed also, with particular responsibility for serious anti-social cases — gangs, brothels and
crack houses.

The Central Record of Authorisations is kept securely by Anne Woods in her capacity as
“lead officer for monitoring the implementation of RIPA and the use of the authorisation
forms” (Procedure Notes, paragraph 10.1.1). It exists as a paper bundle (complete with the
authorisations) and as a computer spreadsheet. The addition of an Index compliant with the
Home Office Code of Practice paragraphs 2.14, 2.15 and 4.14 (referred to in paragraph 9 of
my last Report) is no mere bureaucratic requirement, but would enable the monitoring
officer, at a glance, to ensure a degree of quality control and prompt reviews, renewals and
cancellations.

Examination of a sample of authorisations led to a discussion of four specific issues which,
once put right, should enable an Authorising Officer unfortunate enough to be in the witness
box, to withstand hostile cross-examination . All are more easily dealt with by following all
the prompts on the most up-to-date Home Office forms:

(1) Description of the proposed operation should be full and detailed. Specify
any equipment to be used; use maps or sketches to show, e.g. observation
posts and target premises. Be sure that there are no ambiguities,
remembering the disaster which befell the Lincoinshire Police in R v
Sutherland as the result of a simple misunderstanding.

RESTRICTED
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(i)  Proportionality must be carefully explained, not merely asserted, nor is
describing parts of the operation itself germane to proportionality. A good
explanation should refer to three elements (a) balance the extent of the
problem against the size and scope of the operation, demonstrating that it
is not the proverbial “sledgehammer to crack a nut”, (b) explain that
intrusion is to be kept to a minimum and (c) show that having considered
all other practical courses there is no other way in which the necessary
evidence can be obtained (i.c. a covert operation is the last resort).

(iii)  The Authorising Officer’s statement is not a mere rubber stamp. It should
include a full account of what is being authorised (five “Ws”) and how and
why the Authorising Officer is satisfied that the operation is necessary and
proportionate. Do not be put off if there seems to be repetition — the
Authorising Officer, possibly under cross-examination two years later
must be able to demonstrate his own thought processes af the time and will
be in a weak position if he has to rely upon the applicant’s account by
adoption. A competent cross-examiner would be able easily to raise the
point that the Authorising Officer did not apply his mind to the vital issues
in the case.

(iv) It is good practice for the Authorising Officer’s statement to be completed
in handwriting as a personal contemporaneous record of the thinking
which justified the authorisation.

There were twelve authorisations of Directed Surveillance in the past year. Although anti-
social behaviour and environmental crime are high-profile priorities in Haringey, the

‘Tactical Enforcement Team has been highly successful in using straightforward methods

and covert surveillance is used only in the last resort. This approach in itself shows a good
practical understanding of proportionality, even if it is not yet usually fully spelled out on
application forms. ‘

No use has been made of CHIS and none is contemplated, as was noted in paragraph 12 of
my last Inspection Report.

Training

13

14

Training is evidently effective and the most recent session had been conducted on 2™ March
2009 (the day before this Inspection). It was provided by Joyce Golder (Senior Criminal
Litigation Lawyer) who should be commended for her excellent training materials. One
notable PowerPoint slide on proportionality and necessity was headed KEY TERMS in bold
capitals.

All updates, such as new forms are circulated electronically on the Council’s Intranet: so it
is all the more surprising to find old authorisation forms still in use, though the solution
would seem to be straightforward if a fool-proof method can be devised to ensure that all
relevant staff do consult the intranet regularly for RIPA methods., As a last resort, the
monitoring officer should reject such forms when they are presented for inclusion in the
Central Record.

RESTRICTED 3
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CCTV

15

The Council’s CCTV control room was not visited on this occasion. It has previously been
noted as excellent with fully trained staff and good practical protocols which are stili
operated in close co-operation with the Metropolitan Police.

Conclusions

16

The Council appears to have everything necessary in place to operate RIPA effectively,
namely good policies and procedures and good training: so it is a little disappointing to find
it necessary to repeat the conclusion of my last Report, especially as it is such a simple
matter which could yield significant results: “it is hoped that use of the revised Home Office
forms will in itself ease or even remove the long-standing problems referred to in paragraph
117 (c.f. paragraph 10 of this Report).

Recommendations
17 The Council’s RIPA Procedure Notes should be revised as was discussed and as outlined in
paragraph 4 above.
18 All out-of-date authorisation forms should be removed and only the latest version used in
future (see paragraphs 7 and 14 above).
19 Future training would be enhanced by concentrating on the issues outlined in paragraph 10
above.
20 A compliant Index should be added to the Central Record of Authorisations and used by the

RIPA monitoring officer as a simple tool for management and quality control (see paragraph
9 above).

Pl M

e

Assistant Surveillance Commissioner
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