Haringey Council

NOTICE OF MEETING

Audit Committee

MONDAY, 1ST FEBRUARY, 2010 at 19:30 HRS - CIVIC CENTRE, HIGH ROAD, WOOD
GREEN, N22 8LE.

MEMBERS: Councillors Khan (Chair), Diakides, Gorrie, Mallett (Vice-Chair), Mughal,
Meehan, Butcher and Dobbie

AGENDA

1. APOLOGIES
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 20 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 matter
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 -12)

To confirm and sign the minutes of the Audit Committee held on the 5 November
2009.

DEPUTATIONS AND PETITIONS
GRANT THORNTON PROGRESS REPORT (PAGES 13 - 14)
GRANTS REPORT 2008/09 (PAGES 15 - 40)

Report of the Chief Financial Officer to report to the Committee the outcomes of the

annual grant work by Grant Thornton and to get approval for the action plan resulting

from the report of the auditors.
EXTERNAL AUDIT PLAN 2009/10 (PAGES 41 - 60)

Report of the Chief Financial Officer to inform the Committee of the external audit
plan for 2009/10 proposed by Grant Thornton and to agree the revised audit fees.

TACKLING HEALTH INEQUALITIES IN HARINGEY - FOLLOW UP REPORT
(PAGES 61 - 80)

Report of Grant Thornton.
JAR ACTION PLAN UPDATE (PAGES 81 - 126)

To provide an overview of progress in delivery of the Safeguarding Plan up to the
month of December, for the Committee to note the programme management
arrangements for the Safeguarding Plan, progress against the milestones set out
within the Plan, progress against safeguarding performance indicators and the
Safeguarding Plan risk management report.

DATA QUALITY - UPDATE REPORT (PAGES 127 - 156)

Report of the Assistant Chief Executive, Performance, Policy, Partnership and
Communication to provide an update on work being done to improve data quality
across the council.

HOUSING BENEFITS 3RD QUARTER PROGRESS REPORT ON COUNTER
FRAUD ACTIVITY (PAGES 157 -162)

Report of the Chief Financial Officer to advise and update Members of the Counter
Fraud performance of the Benefit and Local Taxation Service from the 1% October
2009 — 31°% December 2009.



13.

14.

15.

16.

17.

18.

IMPLEMENTATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
(IFRS) - PROGRESS REPORT (PAGES 163 - 172)

Report of the Chief Financial Officer to inform the Committee of the progress made in
respect of the implementation of International Financial Reporting Standards (IFRS)
and the actions that are proposed in order to secure full implementation.

TREASURY MANAGEMENT STRATEGY STATEMENT (TMSS) AND INVESTMENT
STRATEGY 2010/11 TO 2012/13 (PAGES 173 - 202)

Report of the Chief Financial Officer to present the Treasury Management Strategy
Statement 2010/11 to 2012/13 for scrutiny prior to its adoption by the Cabinet and
Council and following its agreement by the General Purposes Committee.

INTERNAL AUDIT 3RD QUARTER PROGRESS REPORT (PAGES 203 - 248)

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

INTERNAL AUDIT - CIPFA BENCHMARKING (PAGES 249 - 258)

Report of the Head of Audit and Risk Management to advise the Audit Committee of
the results of the CIPFA Benchmarking exercise completed in 2009/10.

REVIEW OF THE EFFECTIVENESS OF THE AUDIT COMMITTEE (PAGES 259 -
272)

Report of the Head of Audit and Risk Management to advise Members of the level of
compliance with the Institute of Public Finance (IPF) Toolkit in relation to local
authority Audit Committees and their effectiveness and to provide Members with the
results of the review and options for discussion and approval to ensure that the
requirements of the IPF guidance are fulfilled and the Audit Commission feedback in
relation to the Use of Resources assessments is appropriately addressed.

ANTI MONEY LAUNDERING REGULATIONS AND COUNCIL POLICY (PAGES
273 - 282)

Report of the Head of Audit and Risk Management to advise the Audit Committee of
the updated Corporate Anti-money laundering policy.



19. QUARTER 3 RISK MANAGEMENT UPDATE AND REVISED CORPORATE RISK
MANAGEMENT POLICY (PAGES 283 - 318)

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 to
provide an updated Corporate Risk Management Policy and Strategy for review and
approval.

20. NEW ITEMS OF URGENT BUSINESS

To consider any new items of urgent business admitted at item 2 above.

21. DATE OF NEXT MEETING

Ken Pryor Helen Jones

Deputy Head of Local Democracy and Member Principal Committee Coordinator
Services Tel: 020 8489 2615

5" Floor Fax: 020 8489 2660

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

Wood Green

London N22 8HQ Friday, 22 January 2010
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MINUTES OF THE AUDIT COMMITTEE
THURSDAY, 5 NOVEMBER 2009

Councillors Khan (Chair), Diakides, Gorrie, Mallett (Vice-Chair), Meehan, Butcher
and Dobbie

MINUTE ACTION
NO. SUBJECT/DECISION BY

PRAC123, APOLOGIES
There were no apologies for absence.

The Chair announced that he had heard that this would be the last
meeting of the Audit Committee attended by Tim Fisher, Deputy Head of
Benefits and Local Taxation, who was leaving the Council. The
Committee thanked Mr Fisher for his work for the Committee.

PRAC124. URGENT BUSINESS

There were no items of urgent business.

PRAC125. DECLARATIONS OF INTEREST

There were no declarations of interest.

PRAC126. MINUTES
RESOLVED

That the minutes of the meeting of the Audit Committee held on 30 July
2009 be approved and signed by the Chair.

PRAC127. DEPUTATIONS AND PETITIONS

There were no deputations or petitions.

PRAC128. AUDIT OF ACCOUNTS 2008/09

Kevin Bartle, Corporate Finance, introduced the report on the Audit of
Accounts 2008/09. It was noted that the final report on the Audit and the
accounts 2008/09 had been approved by the General Purposes
Committee, and the Audit Committee was asked to agree the
management responses contained in the action plan. Graham Oliver,
Corporate Finance, reported that the accounts had been signed off by
the auditors on 25" September 2009, five days in advance of the
statutory deadline of 30™ September, and that the auditors had given an
unqualified audit opinion. The Committee was advised that there were
14 recommendations from the audit, all of which had been agreed with
the Council. Grant Thornton confirmed that they were satisfied with the
management responses provided.

In relation to recommendation 2 on fixed asset accounting, the
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Committee asked about the Major Repairs Allowance, and whether this
had any impact on revenue such as to affect council tax. Mr Oliver
confirmed that this was completely separate and would have no impact
on council tax. The Committee asked about related party transactions
and the number of declarations that were not returned, in response to
which Mr Oliver reported that all the declarations not received at the start
of the audit had been returned by completion of the audit. Mr Oliver
reported that measures were being put in place to address the number
of declarations outstanding at the start of the audit. In response to a
question from the Committee regarding the number of outstanding
related party transaction returns relating to Members, Mr Oliver agreed
to supply this information outside the meeting. Committee members
suggested that Members should be provided with more information
about related party transaction declarations, in order to fully understand
their importance.

In response to a question from the Committee regarding the
recommendation on fixed asset accounting and capitalisation, Mr Oliver
confirmed that the auditors had needed to request additional evidence in
this area and the recommendation was to highlight the need to
strengthen the audit trail to ensure that all the necessary evidence was
provided. Grant Thornton confirmed that in line with the new accounting
standards coming into practice for the 2010/11 accounts, clarity was
needed in relation to capitalised expenditure and it was important that
there was a clear audit trail. It was confirmed that this applied to all areas
of the Council and would have no budget implications.

The Committee asked when the accounts had been available for public
inspection, and it was reported that this had been for a four week period
from 2 August 2009, and had been publicised in advance.

The Chair thanked officers for their achievement in obtaining an
unqualified audit opinion and thanked the auditors. Referring to the
executive summary of Grant Thornton, the Chair requested that, in order
to establish best practice and transparency of process, officers exercise
their professional judgement in making calculations to ensure as far as
possible that subsequent adjustments were not necessary. The Chair
emphasised the importance of addressing the problems identified in
relation to use of data, and noted the role of the Audit Committee in
monitoring this area. The Chair expressed determination to address this
issue, but emphasised that this was only possible if officers provided the
Committee with full and accurate reports, periodically, in respect of the
Council’s use of data.

The Chair stated that it was his view that, although governance controls
at the Alexandra Palace and Park Trust had improved, the controls in
place remained insufficient and it was essential for the Council to have
adequate assurance, as the Council had overall responsibility for
subsidising the Trust. The Chair noted that the Audit Committee relied
on the professional advice of the Chief Financial Officer and the
Council’s auditors. The Chair indicated that he wished to move that a
recommendation be added that arrangements be put in place to ensure
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that the amount of subsidy for Alexandra Palace and Park did not
exceed the amount agreed and set out in the budget.

Committee members expressed concern that the Alexandra Palace and
Park Trust should be singled out, when the same should be true of all
areas of the Council, in response to which the Chair reported that the
Council was responsible for subsidising the Trust, as a result of which it
should be ensured that the budget set out in accordance with the advice
of the Chief Financial Officer should not be exceeded. Committee
members questioned the authority of the Audit Committee to impose a
budget constraint in this way, in response to which the Chair stated that
it was his personal observation that a system should be in place to
ensure that the subsidy for the Alexandra Palace and Park Trust did not
exceed the budgeted amount, because as per the terms of reference of
the Audit Committee was required to provide independent assurance of
the financial and non financial performance of the Council. Committee
members indicated that they would support a recommendation to ensure
that all Council services were subject to the same arrangements, and not
just the Alexandra Palace and Park Trust, in response to which the Chair
responded that, while all other Council services were required to abide
by the advice of the Chief Financial Officer, it had been demonstrated
that the Trust had previously not abided by the guidance of the Chief
Financial Officer and that this was why specific arrangements were
necessary.

The Committee expressed concern that the Audit Committee did not
have the power to impose any mechanism such as the one suggested
within the legal framework. In response to questions from the
Committee, the Chief Financial Officer confirmed that any funding
required by the Trust in excess of the budgeted amount had to be
requested from and approved by the Council, and that budget monitoring
reports for the Trust were reported to Cabinet and monitored in the same
way as other Council bodies via the Chief Financial Officer.

The Chair stated that the Trust must abide by the professional
judgement of the Chief Financial Officer and as per the earlier advice of
the Head of Legal Services, the section 151 officer had responsibility for
the proper administration of the financial affairs of the Council as a
whole, including the finances of the Alexandra palace and Park Trust,
and that a mechanism was required to ensure that the amount agreed in
the budget, in accordance with the professional judgement of the Chief
Financial Officer, was not exceeded.

Committee members noted that the Council did not have the authority to
limit the expenditure of the Alexandra Palace and Park Trust, nor to
refuse to finance the deficit of that body, as it had a legal obligation to do
so. In response to a question from the Committee and the Chair, the
Committee Manager advised that the recommendation relating to
arrangements to ensure that subsidy for the Alexandra Palace and Park
Trust did not exceed the amount set out in the budget did not fall within
the remit of the Audit Committee, in accordance with its terms of
reference. The additional recommendation was withdrawn.
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RESOLVED

That the management responses contained in the action plan be agreed
by the Committee, and that the Committee receive an update on agreed
actions at a future meeting of the Audit Committee.

PRAC129.

COMPREHENSIVE AREA ASSESSMENT (CAA): USE OF
RESOURCES (UOR) - AUDITOR'S REPORT ON THE 2008/09
ASSESSMENT

Gerald Almeroth, Chief Financial Officer, reported that the Council’s
overall Use of Resources score was 3 out of 4, the same as for the
previous year. Scores for managing other resources were positive,
especially in the area of making effective use of natural resources.
Particular concern had been identified in respect of the use of data,
which had obtained a score of 1.

Grant Thornton introduced their report. It was reported that, as a
component of the new Comprehensive Area Assessment, the scope of
the Use of Resources had expanded. The Council’'s scores were
reported as follows: Managing Finances - 3, Governing the Business - 2
and other resources — 3. The Committee was advised of the high priority
actions that had been identified in relation to demonstrating improving
outcomes, articulating the benefits of Haringey Forward and core
efficiency  programmes, demonstrating the improvement in
commissioning and data quality arrangements with regard to inter
agency child protection practice, addressing weaknesses in data quality
management and reporting in child protection and developing data
quality checking mechanisms for housing and council tax benefits
claims. Management responses to these were contained in the action
plan.

The Chair expressed satisfaction that a score of three had been
attained. In response to a question from the Committee, Grant Thornton
explained the basis on which the scores were calculated. The Chief
Financial Officer reported that work to improve the areas identified in the
action plan had been going on for some time, and that named officers
had been identified with responsibility for each action. It was reported
that there were specific action plans in place to address the data quality
issues in child protection as part of the Joint Area Review action plan
and in benefits and local taxation. The Committee suggested that there
should be a single senior officer with overall responsibility for all the
actions, who would act as the point of contact for the Audit Committee
on these issues.

In respect of the data quality issues, Grant Thornton confirmed that the
concern of the auditor was a lack of confidence in the accuracy of the
information being provided. It was reported that follow up audit work
would include data quality in benefits and local taxation and child
protection, as well as other areas for testing. The Committee
emphasised that if problems had been identified relating to quality of
data, it was essential that this be put right. The Chief Financial Officer
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advised that the action plan included information on what had been done
to address the issues raised, and the further work that was planned, and
confirmed that further reports on progress could be produced if required
by the Committee.

In response to a question from the Committee regarding the other areas
that were tested in respect of data quality, Grant Thornton confirmed that
these were listed in the report under data quality spot-check results. For
the majority of the areas tested, no significant concerns had been raised.

In response to the Committee’s suggestion that there be a single senior
officer responsible for data quality issues, the Chief Financial Officer
advised that the new data quality strategy was the responsibility of the
Assistant Chief Executive, Policy, Performance, Partnership and
Communication and it was agreed that he should attend the next
meeting of the Audit Committee to provide an update on data quality
issues, including the specific areas of benefits and local taxation and
child protection.

The Committee asked for an update on the present performance for
initial and core assessments in children’s services. The Director of the
Children and Young People’s Service, Peter Lewis, reported that
currently just below 40% of initial assessments were undertaken within 7
days; this was below target, but it was anticipated that the target of 53%
would be achieved by the end of December 2009. It was also reported
that for core assessments, 70% were being completed within 7 days,
which was ahead of the target of 63%. Mr Lewis reported that the issue
of data quality was being taken extremely seriously, and that significant
internal audit and external audit work had been undertaken to assess the
quality and timeliness of assessments. In response to a question from
the Committee regarding the reasons for the percentage of initial
assessments being completed within 7 days not meeting the target, it
was reported that the demand for assessments was 50% higher than it
had been the previous year, and that difficulties within the service had
led to a deterioration in performance, although this was now improving
steadily. Mr Lewis reported that the police had introduced a new system
for referrals, to ensure that incoming referrals were managed according
to priority. Meetings were being held with the police on a daily basis to
prioritise incoming referrals. The Committee was advised that the service
was confident that the target of 53% of initial assessments being
completed within 7 days would be met by the end of the year.

The Chair asked the auditors for their advice on the most effective model
by which the Audit Committee could monitor progress against the action
plan. Grant Thornton reported that the production by officers of progress
reports for the Committee, with specific identified issues highlighted,
would be the most effective, and that the auditors would also produce
reports for the Committee.

RESOLVED

i) That the Audit Committee note the Use of Resources
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assessment and scores and the Council’s intended actions to
implement auditor recommendations.

ii) That the Audit Committee receive a progress report from the
Assistant Chief Executive, Policy, Performance, Partnership
and Communication on data quality issues at the next
meeting.

PRAC130.

GRANT THORNTON - AUDIT PROGRESS REPORT

Grant Thornton presented their audit progress report to the Committee. It
was noted that the full annual audit plan for the forthcoming year and an
update against the 2009/10 audit plan would be presented at the next
meeting of the Committee.

RESOLVED

That the Committee note the content of the report.

PRAC131.

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

Tim Fisher, Deputy Head of Benefits and Local Taxation, presented the
update on the Counter Fraud performance of the Benefit and Local
Taxation Service from the 1 July 2009 to 30 September 2009. It was
reported that 19 sanctions had been issued for the second quarter,
which compared favourably with the previous year, where 10 sanctions
had been issued in the second quarter. Year to date, 30 sanctions had
been issued in comparison with 34 the previous year, and it was noted
that 21 cases had been referred for prosecution. It was reported that
£496,997 in overpaid benefit had been identified, against £499,835 the
previous year. The Committee requested that comparisons with the
previous year be incorporated into the reports to the Committee in future.

Mr Fisher reported that the National Fraud Initiative was one of the main
activities for the Benefits and Local Taxation team, and that 2,977 of the
referrals received from the Audit Commission had been identified as of
interest and would be looked into over the course of the year and
forwarded for investigation as appropriate. It was reported that the Fraud
Investigation Team were working with the DWP on the National Fraud
Initiative, and that partnership working with Job Centre Plus was also
increasing.

The Committee congratulated officers for the increase in cases going to
prosecution, and welcomed that this increase had been publicised. In
response to a question regarding some of the report descriptions used in
the table of priority areas relating to data matching — Mr Fisher explained
that the descriptions consisted of the source of the data being compared,
for example licensing details for taxi drivers, and the quality of the data in
identifying potential fraud cases, for example high quality would mean
that there was a high likelihood that a match in this area warranted
further investigation. The Committee noted that the number of cases
referred for further investigation following comparison with the borough
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payroll was a concern.

In response to a question regarding the use of the electoral register, Mr
Fisher reported that the electoral register was used in the course of the
team’s enquiries, but not as part of the national fraud initiative. The Chief
Financial Officer advised that, as the register was updated less
frequently than other sources of data, more up to date sources of
information were considered to be of higher quality, although the
electoral register was cross-checked as part of counter fraud activities. It
was reported that the Audit Commission was currently focussing on
fraud, especially tenancy and single-person discount issues, and that the
auditors would be examining the Council’s arrangements in this respect
as part of their audit work for 2009/10.

RESOLVED

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

PRAC132.

INTERNAL AUDIT 2ND QUARTER PROGRESS REPORT

Anne Woods, Head of Audit and Risk Management, presented the
internal audit progress report for the second quarter. It was reported that
significant progress had been made on the implementation of
outstanding audit recommendations, and it was reported that 100% of
Priority 1 recommendations reviewed during quarter 2 (17
recommendations) had been completed by the follow up audit and only 2
recommendations from previous years remained outstanding.

The Committee welcomed the progress on the implementation of
recommendations. In response to a question regarding the
recommendations relating to external storage and whether these matters
had already been covered in a previous report on this issue, it was
agreed that Ms Woods would look into the recommendations and actions
taken following the incident when records had been found in a disused
property in the borough some years previously, and why these issues
had been identified as still requiring action.

The Committee expressed concern regarding the limited assurance in
relation to the Decent Homes Standard. It was reported that
management responses had been obtained from Homes for Haringey
and from the Council as client, and the Committee emphasised the
importance of ensuring that no actions fell between the two bodies and
were not followed up as a result. The Head of Audit advised that as all
recommendations were due for implementation before the end of
November, that Internal Audit complete a follow up review and present
the findings at the next meeting of the Audit Committee. The Committee
agreed the suggested approach.

The Chair expressed satisfaction at the progress in implementing Priority
1 recommendations, and thanked the Chief Financial Officer and Head
of Audit and Risk Management for this achievement.

AW

AW
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RESOLVED

i) That the audit coverage and progress during the second
quarter 2009/10 be noted.

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

iii) That the actions taken during quarter 2 to address outstanding
recommendations be confirmed as appropriate.

PRAC133.

RISK MANAGEMENT UPDATE - QUARTER 2 2009/10

Anne Woods, Head of Audit and Risk Management, presented the report
on the current position on risk management implementation across the
Council. It was reported that risk registers for every business unit and
department were now loaded onto the Covalent electronic system and,
as at the review at the end of September, these were all completed and
up to date. As a result of organisational changes, the number of risk
registers had reduced from 34 to 32, all of which were reviewed in line
with the risk management strategy and Covalent system.

The Chair noted that the corporate risk register was reviewed on a
quarterly basis by the Chief Executive’s Management Board, and asked
whether there was any feedback from the last meeting at which this was
considered. Ms Woods reported that there were no significant changes
to the key risks, but that the separation of risks relating to children’s
services and adult services had been highlighted, as recommended by
the Audit Committee. The main change had been an increase in the
impact of the risk relating to the recession. In response to a question
from the Chair, the Chief Financial Officer confirmed that it was his
opinion that risk management arrangements were adequately managed,
including for the Haringey Strategic Partnership.

RESOLVED

That the implementation of the risk management strategy across the
Council be noted.

PRAC134.

ALEXANDRA PALACE - FOLLOW UP AUDIT OF CORPORATE
GOVERNANCE AND INTERNAL CONTROLS AT THE CHARITABLE
TRUST AND TRADING COMPANY

Anne Woods, Head of Audit and Risk Management, presented a report
on the follow up audit work completed following the original review of
corporate governance and internal control arrangements at Alexandra
Palace and Park Charitable Trust and Alexandra Palace Trading Limited.
As a result of the findings of the follow up audit work, changes in
management had taken place at Alexandra Palace, and the changes to
the management response reflected this. It was reported that positive
progress was now being made and that the Trust and trading company
had now appointed their own internal auditors. The Committee was




Page 9

MINUTES OF THE AUDIT COMMITTEE
THURSDAY, 5 NOVEMBER 2009

advised that some of the items on the management response remained
partly achieved and that progress on these would be covered as part of
the internal audit progress reports and in the annual governance
assurance process and would be reported to the Audit Committee.

The Committee expressed concern that progress in implementing
recommendations had been so slow, particularly in relation to contract
management; while it was noted that arrangements were now compliant,
concern was expressed that issues had remained unaddressed for so
long. The Committee asked whether there were any legacy issues as a
result of previous tendering arrangements and Ms Woods reported that
the new management were in the process of reviewing all contracts. Ms
Woods had met with the new internal auditors for the Palace to discuss
the risks relating to the Trust and the trading company, and a new audit
programme had been developed up to the end of the next financial year.
In response to a question from the Committee regarding how progress
would be reported to the Audit Committee, it was confirmed that a further
follow up review would be carried out by the new internal auditors and a
report provided to the Committee. It was reported that management had
accepted the recommendations and timescales. A further review would
be carried out in March 2010 and would be reported back to the Audit
Committee following the results of that review.

Grant Thornton reported that when the International Financial Reporting
Standards came into force for the 2010/11 accounts, it was expected
that the accounts for Alexandra Palace and Park Trust and APTL would
need to be incorporated into the Council’s accounts. The Trust and
APTL would be covered by the Annual Governance Statement and, as
with the ALMO, the auditors would expect proper governance processes
to be in place. If these expectations were not met, the issues would be
raised by the auditors and would be reflected in the Annual Governance
Statement and an action plan would need to be in place to address the
concerns identified.

The Committee asked what the implications of grouping the accounts
would be for the Council. The Chief Financial Officer advised that there
were issues that would need to be resolved in preparation for the
application of the International Financial Reporting Standards, of which
the Trust's debt would be the primary issue. The Committee requested
a report on the options for addressing the issue of the debt, in response
to which the Chief Financial Officer reported that work on this issue was
ongoing and that a report would be presented to Committee Members as
soon as possible, once due process had been followed.

The Chair noted that the Audit Committee had previously requested that
all recommendations of the first audit be implemented by 31 March
2009, but that revised deadlines of March 2010 had now been
introduced and asked whether this had been in anticipation of the
revised deadlines being approved by the Audit Committee. Ms Woods
reported that revised deadlines had been agreed where the original
deadlines had not been achieved; the Council’'s concerns had been
made clear to the Board, and management had agreed the revised
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deadlines as final.

The Chair highlighted areas of the report where the Alexandra Palace
and Park Board had not accepted the audit recommendations, and
expressed serious concern regarding this. The Chief Financial Officer
reported that all the recommendations had now been accepted by the
management as necessary to ensure proper governance and value for
money at Alexandra Palace. The Chair noted that the report confirmed
the responsibility of the Audit Committee to monitor progress in
implementing the audit recommendations. In accordance with the advice
of the Head of Legal Services that the section 151 officer had
responsibility for ensuring that adequate controls were in place at the
Palace, the Chair noted, as per the reports of the Chief Finance Officer,
that positive progress was being made.

The Committee asked what action could be taken if the Trust and trading
company were found not to be implementing the recommendations as
agreed. The Chief Financial Officer reported that, where this had been
found to be the case in the course of the follow up audit, the Council had
requested in the strongest terms that these issues be addressed, as a
result of which changes had been made at the Palace. The Chief
Financial Officer reported that it was the responsibility of the Trust and
trading company to implement the recommendations and to ensure that
adequate governance arrangements were in place. The Chair advised
that the advice of the Monitoring Officer was that the section 151 officer
had responsibility over all areas of the Council, including the Alexandra
Palace and Park Trust and Alexandra Palace Trading Limited, and that
the Audit Committee had responsibility for monitoring this.

RESOLVED

That the contents of the report and actions agreed and being taken to
address the findings and recommendations be noted.

PRAC135.

NATIONAL FRAUD INITIATIVE

Anne Woods, Head of Audit and Risk Management, presented the report
on progress made in investigating potential data matches across the
Council as part of the National Fraud Initiative (NFI). Ms Woods reported
that of the 31,594 potential data matches notified to the Council as part
of the NFI, 2,130 had been recommended for further investigation by the
Audit Commission. It was reported that half of these investigations had
been carried out to date, the highest number of these relating to housing
and council tax benefits, and the Council was on track to complete all
investigations by the end of 2009 in accordance with the Audit
Commission deadline.

The Committee asked what the cost to the Council was of undertaking
these investigations as part of the NFI. It was agreed that the Committee
would be provided with an estimate of the costs involved. The Chief
Financial Officer confirmed that the Council had raised the issue of
resources required to participate in the NFI with the Audit Commission

GA/
AW
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directly, particularly as the Council also already undertook proactive
work in this area. Grant Thornton advised that the Audit Commission
was likely to increase activities of this nature, as a significant amount of
fraud was detected in this way nationally, regardless of the fact that very
few cases had been identified in Haringey to date.

A Committee member suggested that if a significant amount of fraud had
been identified, the Committee would have been expressing concerns
regarding the high figures and how this could be addressed, but that as
only small numbers had been identified, concern was instead being
raised regarding the resources required with little outcome. It was felt
that the fact that the amount of fraud detected was very low in the
borough should be welcomed.

It was agreed that as a statutory requirement of the Audit Commission,
the work on the NFI had to be done, but that it was essential to know
what the cost to the Council was, in order to assess whether value for
money was being achieved. The Committee advised that it was
necessary to ensure that no duplication of effort was happening in the
course of the NFI work.

The Chief Financial Officer advised that it was the Council’'s duty to
detect fraud and any potential control issues, and that the Council took a
proactive approach to this work. It was agreed that the cost of this work
should, however, be calculated and compared to the value of fraud
uncovered.

RESOLVED

That the contents of the report be noted.

PRAC136.

ANTI-FRAUD AND CORRUPTION STRATEGY

Anne Woods, Head of Audit and Risk Management, presented the report
on the revised Corporate Anti-fraud and Corruption Strategy, Fraud
Response Plan and Whistle-blowing Policy. It was reported that these
were reviewed on a regular basis to ensure that the corporate policy was
consistent with best practice. Ms Woods reported that the main changes
were the inclusion of specific strategies for the Haringey Strategic
Partnership and Homes for Haringey.

The Committee requested that changes to documents be indicated as
track changes in the reports, for ease of reference in future.

RESOLVED

That the revised Corporate Anti-fraud and Corruption Strategy, Fraud
Response Plan and Whistle-blowing Policy be approved.

PRAC137.

NEW ITEMS OF URGENT BUSINESS

There were no new items of urgent business.
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MINUTES OF THE AUDIT COMMITTEE
THURSDAY, 5 NOVEMBER 2009

PRAC138.

DATE OF NEXT MEETING

Monday, 1 February 2010 at 19:30hrs.

The meeting closed at 21:55hrs.

COUNCILLOR GMMH RAHMAN KHAN

Chair
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o Grant Thornton

LONDON BOROUGH OF HARINGEY

AUDIT PROGRESS REPORT
FEBRUARY 2010
Work Progress
Audit Plan We agreed our indicative fees letter with the Council and presented this to
2009-10 the April 2009 Audit Committee meeting.
Our full audit plan and updated audit fee has been agreed with management
and will be presented to this Audit Committee.
2009/10 As patt of our 2009/10 plan, we will begin work with the Council this

accounts audit

month to help prepare for the 2009/10 accounts audit. This will include
members of the Corporate Finance team attending a half day accounts
workshop on 10 February at our offices.

Interim - we will complete our interim audit work in March 2010 and
provide an update on key messages to the Audit Committee.

Final - we will audit the year end accounts between July and September 2010
and report our results to members as part of the Report to those charged
with governance (ISA260).

International In 2009, we held a workshop with the Council and issued an IFRS
Financial conversion report planner to management which highlighted the areas of
Reporting greatest likely impact for the Council and proposes a number of actions for
Standards the Council over the coming months. We are continuing to work with
(IFRS) management as preparations for IFRS continue.

Use of The use of resources assessment, using the key lines of enquiry prescribed
resources and by the Audit Commission, needs to be completed around a month earlier
data quality than last year. We will issue our Use of Resources report in September 2010
2010 and key messages will be presented to the October 2010 Audit Committee.

We have begun our discussions with management to help prepare for the
2010 assessment, including sharing of emerging good practice from the 2009
assessment. We intend to meet with management, in the next month, to
assist in the timely completion of the 2010 assessment.

In accordance with our plan, local UoR projects on workforce management,
leaseholder service charges and partnership working are underway. We will
report the results of these reviews to the Council in February and March
2010.

Agenda ltem 6
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Work Progress

Use of
resources and
data quality
2010
(continued)

Following last year's UoR assessment of inadequate (level 1) for data quality
we will carry out additional risk based data quality spotcheck work in
June/July 2010.

We have recently completed a mandatory National Fraud Initiative (NFI)
RAG risk assessment for the Audit Commission, based on the Council's
progress in investigating potential data matches. It is expected that the
Commission will carry out NFI spotchecks in a sample of bodies assessed as
"red." In common with most of our audited bodies, we assessed the Council
as "amber" on the basis of progress made to date and we will continue to
monitor progress as part of our 2009/10 plan.

We will plan and perform any other local UoR work required to support our
UoR conclusion between now and September 2010.

Grants 2008-09

Our work is complete and we will present our report of summary findings to
this Audit Committee.

Grant Thornton UK LLP
February 2010

Page 2
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Haringey Council

Agenda Item

Audit Committee On 1st February 2010

Report title: Grants Report 2008/09

Report of: Chief Financial Officer

Ward(s) affected: All Report for: Information

1. Purpose

1.1To report to the committee the outcomes of the annual grant work by Grant Thornton
and to obtain approval for the action plan resulting from the report of the auditors.

2. Recommendations

2.1 That the Committee agrees the management responses contained in the action plan.

Report authorised by: Gerald Almeroth — Chief Financial Officer

Contact officer: Kevin Bartle — Head of Corporate Finance
Telephone 020 8489 3743

1 of3
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3. Executive Summary

3.1 The attached report from Grant Thornton details the Council’'s performance in relation
to Grant Thornton’s certification of external grant claims for the financial year 2008/09.
The accompanying action plan from the auditors contains the Council’s response and
deadline dates for action. :

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:

Grant Thornton Report: London Borough of Haringey Grants Report 2008-09

6. Background

6.1  Each year the Council is required to obtain certification of a number of its
external grant claims by the council’s external auditors Grant Thornton. The
attached report from Grant Thornton details their findings from these
certifications and provides details of the Council’'s overall performance in
relation to grant claims.

6.2 As can be seen from section 2.2 of the Grant Thornton report the Council's
performance in relation to grants has improved in 2008/09, when compared to
2007/08, in all areas except for number of claims amended. In addition the
table in Appendix B details the level of fees charged for this work.

6.3 However there are still areas where further improvements are required,
particularly in the areas of amendments to claims, and the action plan is
intended to bring about the required improvements.

7. Action Plan arising from Grants Report 2008/09
7.1 The action plan contained within the auditors’ report has the Council’s
responses included, along with key actions, responsibilities and target dates.

The action plan will be monitored over the coming months in conjunction with
the auditors.

20f3
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Financial Implications

There are no direct financial implications arising from the recommendations in
this report. However if improvements to the grants processes and certification
continue to occur there is scope for further savings to be made on the fees
charged to the Council for this work.

Recommendations

That the Committee agrees the management responses contained in the
action plan.

Head of Legal Services comments

The Head of Legal Services has been consulted on the content of this report
and has no specific comment to make.

30f3
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Grant Thornton

London Borough of Haringey

Grants Report 2008-09

DRAFT - 18 January 2009
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Grants Report 2008-09

I Executive summary

Introduction
The Council recetved 14 grant claims and returns from government departments and other
bodies requiring external audit certification in 2008-09, representing income in excess of

£362 million.

Grant Thornton, as the Council’s auditors and acting as agents of the Audit Commission, is
required to certify the claims submitted by the Council. This certification typically takes
place some 6-12 months after the claim period and represents a final but important part of
the process to confirm the Council's entitlement to funding.

This report summarises our overall assessment of the Council’s management arrangements
in respect of the certification process and draws attention to significant matters in relation to
individual claims.

Approach and context to certification

We provide a certificate on the accuracy of grant claims and returns to various government
departments and other agencies. Arrangements for certification are prescribed by the Audit
Commission, which agrees the scope of the work with each relevant government
department or agency and issues auditors with a Certification Instruction (CI) for each
specific claim or return.

Appendix A sets out an overview of the approach to certification work, the roles and
responsibilities of the various parties involved and the scope of the work we perform.

Key messages and areas for action
A summary of all claims and retutns subject to certification is provided at Appendix B,
together with the certification fee and outcome of our review.

The key messages from our review are summarised in Exhibit One below, and set out in
detail in the next section of the report.

Exhibit One: Key messages and areas for action

Aspect of certification arrangements Action

Officers should give attention to
ensuring fewer claims are amended in
2009/10.

Performance has improved against 3 of the 5
performance measures and 100% performance
was maintained on another measure. Finally,
the number of claims requiring amendment
in 2008/09 is the same as in 2007/08;
however this performance measure falls as
the total number of claims submitted has
reduced.

won UK LLP. All rights reserved




1.8

1.10

Page 21

Haringey Council
Grants Report 2008-08

Aspect of certification arrangements -

Action

BENO1 - Housing and Council Tax Benefit -
significant improvement is required in respect
of Housing Benefits whete the claim was ;
qualified due to a number of issues with the -
quality of data. This was the only claim or
return to be qualified in 2008/09. ‘

The issues revealed by the certification
work should be discussed within the
Benefits and Local Taxation team, and
extra training be provided to officers
to avold the same issues arising again

BENOT - high error rates wete found in the
Single Person Discount (SPD) applied to -
Council Tax Benefit (CTB) claimants

'The Council should undertake regular

checks of SPD cases, by matching all -
cases in both the CT system and the

" | benefits system where there appeats to

be single occupancy and SPD has not
been awarded in the CT system

BENO1 - in response to the issues identified
the Council has introduced more stringent
quality control (QC) measures within Benefits

The successful implementation and
use of this software should be
monitored by senior management on a

response to the 2007/08 qualification of this -
return it was agreed that Internal Audit would
complete detailed testing of schools with
external payroll providers. The process of -
securing these testing results proved to be
more time consuming than anticipated and.
should be improved upon in future years.

and Local Taxation. This includes the purchase | regular basis
of improved QC software ‘ ‘
PENO5 - Teachers' Pensions Rei:uxﬁ - m The Council officets with

" responsibility for the PENO5 return.
“should liaise closely with Internal and

External audit IA and EA) to ensure
that IA complete the required testing
ptior to EA coming on site for their
certification wotk

The way forward

We have made a number of recommendations to address the key messages above and other
findings arising from our certification work at Appendix C.

Implementation of the agreed recommendations will assist the council in compiling accurate
and timely claims for certification. This will reduce the risk of penalties for late submission,
potential repayment of grant and additional certification fees.

The new use of resources assessment in 2009 required auditors to consider the results of
certification work when undertaking the Use of Resources assessment, including, in
particular, the impact of housing benefit and council tax testing on data quality. The 2010
assessment will be further integrated with grant certification work, including consideration

of the outcome of a wider range of grant claims.

Acknowledgements

1.11  We would like to take this opportunity to thank the grant claim co-ordinator and Council

officers for their assistance and co-operation during the course of the certification process.

Grant Thornton UK LLP
18 January 2009
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2 Detailed findings

introduction

This section of the report summarises the main issues arising from the certification of grants
and returns in 2008-09. Further details of the individual grants that have been certified are
provided at Appendix B and the Action Plan at Appendix C sets out our recommendations
and improvement opportunities arising from the certification of individual grants.

Performance against targets

Exhibit Two summarises the Council's performance against key certification performance
targets for the 14 claims and returns submitted for certification in 2008-09 compared to 17
claims and returns in 2007-08:

Exhibit Two: Achievement against key performance measures

Performance measure Target | Achievementin | Achievement | Ditection
2008-09- - in 2007-08 of travel
No. % No. %

Number of claims 100% 14 100- 15 88 T
submitted on time
Number of claims 100% 14 100 17 100 ->
certified on time *
Number of claims 0% 5 36 5 29 )
amended by the auditor

' Number of claims 0% 1 7 | 5 | 2 ?

| qualified by the auditor +
Number of claims for 0% 3 21 4 24 T
which certification fee
exceeded budget

* the certification deadline is that prescribed by the grant paying body as advised by the
Audit Commission, or if a claim is received after the submission deadline, within three
months of receipt.

T the qualification of a grant claim of return has a much lower threshold than for a set of
accounts. We are required to qualify for any non-compliance with Audit Commission /
Departmental requirements even where they are not significant to the claim as a whole.

This analysts of performance against targets shows that:

. All grant claims and returns were submitted for certification on time. This is an
improvement on the prior year when 88% were submitted on time

201G Grant Thornton UK LLP. Al rights ressrved
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e Only one claim was qualified, the BENO1 Housing and Council Tax Benefit claim.
This represents 7% of all claims, an improvement on the prior year petformance when
29% of claims were qualified

e  The number of amended claims remained the same at 5, although in percentage terms
this was a deterioration on the prior year's performance (36% as opposed to 29%)

. The fee exceeded budget on 21% of claims. This was an improvement on the prior
year performance of 24%.

We charged a total fee of £84,000 against a budget of £90,000 for the certification of claims
and returns in 2008-09. In the majority of cases we charged less than budgeted as
certification took less time than anticipated. This can be credited to improved working
papers and processes at the Council. The most significant budget over-spend was on the
BENO1 Housing and Council Tax Benefit claim, for which we billed £11,000 more than
anticipated. This was due to the complicated nature of the qualifications on the claim, and
the fact that additional testing was required beyond our initial sample. Further details can be
found in paragraphs 2.16 - 2.24. Details of fees charged for specific claims are included
within Appendix B.

Management arrangements

Good arrangements are required for successful management of the certification of grant
claims and returns. The results of our review of aspects of the Council's management
arrangements are set out below. Associated recommendations for improvement ate
included at Appendix C.

Grants co-ordination

The Council has a grants co-ordinator who effectively liaises with key officers and external
audit on all grants claims and returns. This is an area of strength for the Council, as shown
by the overall improvement in key targets this year (see Exhibit Two above).

Compilation procedures

As part of our Control Environment and Testing Assessment we reviewed the compilation
procedures for each claim or return. We generally found that the person compiling the claim
was of sufficient experience to do so, or if new to the role was given adequate supervision
and guidance. In one case, on the HOUO2 Housing Subsidy Base Data Return, we found
there was a new compiler this year and that some errors occurred due to lack of adequate
supervision. In future when there is a change of compiler thorough instructions and
sufficient supervision should be arranged.

Quality of working papers

Adequate working papers were provided in a timely fashion for all claims and retutns. These
were appropriate to our needs and in most cases were easy to follow, or could be explained
swiftly by the key officers who made themselves available to us.

Sign off arrangements

The Head of Corporate Finance has delegated authority to sign off all grant claims. This
allowed the certification process to run without unnecessary delays, as both he and the Chief
Financial Officer were able to sign off the claims and returns.

Submission procedures

The grants co-ordinator actively seeks to be provided with the Audit Commission's monthly
Certification Instruction index. This gives an up to date list of the claims and returns that
need to be submitted by each Council and by the submission deadlines. As agreed within the

CEEYG Gront Thornton UK LLP. Al
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Grants Plan for 2008-09, the grants co-ordinator emails us an electronic copy of the signed
claim or return and this year all claims and returns were submitted to us by the required
deadlines.

Officer availability

We give the Council as much notice as possible of our proposed dates for the certification
of each claim or return. Where these dates are not convenient for the Council, we are as
flexible as we can be in order to facilitate a successful certification process. We found
officers to be helpful, co-operative and available as planned. In one case, the key officer was
only available for three of the five days that had been agreed, but through working together
with the Council we were stll able to certify on time.

Independent review

For each grant claim or return there is a cover sheet in the working papers, which includes
an independent review checklist. We were satisfied that for each claim or return the working
papers had been independently reviewed by somebody who had not compiled the claim.
This person was usually a manager or somebody with more experience than the compiler.

Significant findings in relation to individual claims and returns
A summary of all claims and returns we have certified is attached at Appendix B, together
with the certification fee and outcome of our review.

Of the claims and returns submitted for certification the most significant findings were in
relation to the following claims:

e  BENOI1 - Housing and Council Tax Benefit

e CFBUG6 - Pooling of Housing Capital Receipts

. EYCO2 - General Sure Start Grant

e HOUO2 - HRA Subsidy Base Data Return

. HOU?21 - Disabled Facilities Grant

) LAO1 - National Non-Domestic Rates Return

. PENOS5 - Teachers' Pensions Return

*  RG3I1 - Single Programme LDA (Mayor's Offer)

Recommendations for improvement are included at Appendix C.

BENO1 - Housing and Council Tax Benefit

The Council submitted the BENO1 claim on time and provided well referenced working
papers. The deadline for completion of the HBCOUNT workbooks was earlier than in ptior
years, due to it having an impact on our Use of Resources conclusion and Accounts
Opinion, which had to be given by the end of September. The certification deadline for the
claim was not until the end of November.

The Council co-operated effectively with us on this complex claim. For example, in order to
facilitate being able to complete the HBCOUNT workbooks by the required deadline the
Council provided us with a split screen terminal. This enabled us to input information from
the Housing Benefit (HB) and scanned document systems in a more time efficient manner.

As part of our initial testing we agree the claim form back to subsidy reports from the HB
system. We found some inconsistencies which required an amendment to the claim,
resulting in an /18k increase in the amount of grant due to the Council from the DWP.

THI0 Grant Thornton UK LLP. Al
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Our detailed testing of individual claims looked at an initial sample of 80 cases, in which we
found 19 errors. These errors fell into three main areas: incorrect start dates, incorrect
recording of earned income and incorrect application of single person discount (SPD) on
Council Tax Benefit (CTB). In 8 of the 20 CTB cases tested, SPD had not been applied

where the claimant was eligible for the discount against their bill.

The Council has undertaken a complete check of SPD cases, by matching all cases in both
the council tax system and the housing benefits system where there appeared to be single
occupancy and SPD had not been awarded in the council tax system. The Council has
corrected all errors identified as part of that process. In addition to the wotk completed in
response to our audit findings, the Council completed a National Fraud Initiative (NFI) data
matching exercise that identified potential cases where SPD had been awarded erroneously
in the council tax system.

The Council has estimated that the combined impact of the above checks is to increase the
SPD granted and therefore reduce the council tax liability by £427k. This then has the
effect of reducing council tax benefit by the same amount and, since the corrections have
been made in the 2009-10 year, will automatically be included in the 2009-10 Housing
Benefits grant claim. It should be noted that our work has not involved directly verifying
this figure, although the corrections will form part of the 2009-10 certification.

The Council also agreed to undertake additional testing on the two other key areas in which
we had found errors - start date and earned income. All errors identified have been adjusted
for within the 2009/10 claim.

The ultimate outcome was for the 2008/09 claim to be qualified on several counts, however
the extrapolated errors have not at this stage resulted in any amendments to the amount
claimed in 2008/09. The DWP raised further queries in response to the qualification letter,
about which we have now provided further information. We await confirmation from the
DWP that the 2008/09 claim can be considered closed.

In response to the issues identified the Council has introduced more stringent quality
control (QC) measures within the Benefits and Local Taxation team. This includes the
purchase and implementation of improved QC software. We will be reviewing these
enhanced procedures as part of our work on the 2009/10 claim.

CFBO06 - Pooling of Housing Capital Receipts

Part of the testing required for this claim looks at invoices for improvement works. Some of
the invoices that are required to be sampled are for costs incurred over 3 years ago. Upon
selection of our sample we were told that these old invoices had been archived and that it
would take up to a fortnight to retrieve them, which in order to certify by the deadline
would not have been possible. For additional assurance over the improvement costs we
tested a further 10 invoices with no issues to note, and were satisfied that this did not mean
the claim had to be qualified.

As far as posstble the Council needs to anticipate our visit with regards supporting
paperwork for any grant claim. However, as we can appreciate the need to archive old
paperwork due to space restrictions, we have reached an agreement with the Council that
during our final accounts audit in July we will be provided with the working papers to
support the improvement cost expenditure within the CFBO6 claim. This will enable us to
select our sample at that early stage, enabling the Council to retrieve the necessary invoices
from archive prior to our certification work commencing in September.

EYCO02 - General Sure Start Grant

fon UK LLP. Al righis reserved
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Under the terms of the EYCO02 grant, the Council must demonstrate that assets funded
from the Sure Start grant are included in an asset register. Following a recommendation last
year, the Council agreed to provide an appropriate extract from the Council Asset Register
cross referenced to the Sure Start assets within the General Sure Start grant file for 2008/09.
However, this was not initially provided and the process of agreeing the assets to the
corporate asset register caused delays to the certification process.

HOUO02 - HRA Subsidy Base Data Return
An amendment was required to the return due to 13 propertes which had been included in
the return in error.

In seven cases the error related to properties for which the Council had a formal resolution
to demolish or dispose. These properties should have been removed from the return but
this did not occur. This oversight was picked up by the Council as part of the review process
which, due to the independent reviewer being on leave, was not finalised until after the
draft HOUO2 return had been submitted to audit.

In addition, the Council normally reconciles both Right to Buy (RTB) and Non-Right to
Buy (NRTB) capital receipts to the HOUO2 return. The compiler of the return in 2008,/09
had no prior experience, and had not been made aware that both types of receipts needed to
be reconciled to the return. As a result there were six additional NRTB disposals that should
have been incorporated into the return. The compiler now knows that all capital receipts as
a result of dwelling sales will need to be propetly reconciled to the HOUO02. Furthermore,
this will now be built into the review process.

HOUZ21 - Disabled Facilities Grant

There were no issues with the HOU21 claim this year. However, subsequent to certification
of the claim we worked together with the Council to clarify our minimum paperwork
requirements for the claim. After the recent merger of the Homes for Haringey and Adult
Social Services adaptations services, the Council is trying to streamline its processes
regarding administration of the HOU21 claim. The proactive approach of the adaptations
team should lead to future savings for the Council as officer time spent administering the
grant will be reduced. Within the Action Plan we have recommended that the minimum
paperwork requirement list be applied to the preparation of future HOU21 claims.

LAO1 - National Non-Domestic Rates Return

The LLAO1 needs to be completed as per the Certification Instructions, whereby the Losses
in Collection figure must accurately reflect the change in the bad debt provision for the year
and the amounts written off in the year. In order to gain assurance over this tigure we agree
it back to supporting working papers and our findings from the accounts audit.

We found that the figure for NNDR write-offs incorporated into the annual accounts was
an estimated figure, which differed to the actual authorised write-offs. Of the £3.4m
estimated write-offs, £2.0m were authorised for write-off in August 2009. The majority of
the balance consists of write-offs under £5k, which at time of LAO1 certification had not yet
been written off.

As agreed with the Council, any write-offs that have not yet occurred cannot be included
within this year's return. Once the remaining write-offs (those below £5k totalling £1.3m)
are authorised, they can be included within the 2009/10 NNDR3 form.

In addition to the above, we found that the working papers provided did not tie back to the
change in bad debt provision that had been incorporated into the Losses in Collection figure
in the LAO1L. The combined impact of these errors was to increase the Losses in Collection
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figure on the return by £672k, which in turn reduced the Contribution to the Pool figure by
the same amount.

PENOS5 - Teachers' Pensions Return

In 2007/08 the PENO5 was qualified due to a lack of assurance over schools with external
payroll providers. The Council accepted our recommendations that it explote the option of
Internal Audit doing some CI testing at schools that have external payroll providers on an
annual basts, and that it should put in place arrangements to confirm that non-pensionable
salary items have been excluded from the contributory salary figure.

In April we provided Internal Audit with full details of the certification work they needed to
complete in order for qualification to be avoided. Due to us not having access to the records
kept by individual schools this testing could not be catried out by ourselves.

An internal audit review was conducted of the schools with external payroll providers, but
unfortunately this only went so far as to provide general controls assurance over
arrangements at those schools, rather than specifically completing the CI testing that was
required. After further discussions with ourselves Internal Audit were able to complete the
required testing, but this did not happen until a few days before the certification deadline at
the end of November. The process of securing these testing results proved to be time
consuming for both external and mnternal audit, and has led to costs on this claim being
higher than anticipated.

RG31 - Single Programme LDA (Mayor's Offer)

Two amendments were required to the Mayot's Offer claim. The date of the CFO's
certificate was incorrect, and the figure for total grant received to date did not include the
payment already received for quarter 4 of £80k. This amendment meant that the balance
due to the Council was in fact zero.

In addition, on two of the five RG31 daims (the North London Pledge and Sub Regional
programme) we suffered delays in receiving the information requested which had an adverse
impact upon the amounts billed for these claims.

LS00 Grant Thorpton UK LLP. A
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A Approach and context to certification

introduction

In addition to our responsibilities under the Code of Audit Practice, we also act as agents for the Audit
Commission in reviewing and providing a certificate on the accuracy of grant claims and returns to
various government departments and other agencies.

The Audit Commission agrees with the relevant grant paying body the work and level of testing which
should be completed for each grant claim and return, and set this out in a grant Certification
Instruction (CI). Each programme of work is split into two parts, firstly an assessment of the control
environment relating to the claim or return and secondly, a series of detailed tests.

In summary the arrangements ate:

e foramounts claimed below £100,000 - no certification required

e  for amounts claimed above £100,000 but below £500,000 - work is limited to certifying that the
claim agrees to underlying records of the Council

*  for amounts claimed over £500,000 - certifying that the claim agrees to underlying records of the
Council and an assessment of the control environment. Where reliance is not placed on the
control environment, detailed testing is performed.

Assessment of the control environment
Our assessment of the control environment for a claim is a balanced judgement taking into
consideration the following factors:

. the relative risk attached to the particular claim i.e. volume of transactions, complexity of scheme

. cumulative knowledge about the history of the claim, and how the Council has addressed past
qualification issues

*  how the claim is compiled and monitored, including any changes from the previous year

®  arrangements to ensure claims and returns are completed accurately and in accordance with the
scheme terms and conditions

¢ internal financial controls e.g. cost codes for each claim/return, with controls over data posted
from other systems/journals and reconciliations that ensure transactions are propetly authorised
and coded

*  for claims/returns based on complex financial systems, internal audit assurance that systems have
operated satisfactorily over the period covered by the claim

*  procedures to demonstrate funding passed to third parties has been used for the intended purpose

e quality of working papers

*  expertise and relevant knowledge of preparers, including the adequacy of supervision and review

e analytical review of the claim, including comparison of expected with actual outcomes and
comparison with other authorities or national statistics

Where we judge that we can place full reliance on the control environment, only the CI Part A tests
need be completed. Where we judge that we cannot place full reliance on the control environment, Part
B of the CI tests must also be completed. We assign a level of risk to the claim which impacts upon the
sample size required for Part B tests. Where a claim is deemed to be low risk, the sample size is smaller,
whereas where the risk is deemed to be medium or high, the sample size increases accordingly.

010 Grant Thornton UK LLP. Al
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The level of risk assigned takes into consideration the control environment assessment combined with
reliance on other external or internal audit work.

Roles and responsibilities

The following table sets out the roles and responsibilities of the parties involved in the certification of

claims and retutrns.

Party

Role and responsibility

Grant péying body e

Sets grant conditions and the deadlines for submission of the pre-
certificated and certified claim-

Audit Commission -

Issues certification instructions

Council Submits claims and returns to the Appointed Auditor within grant
‘ paying body submission deadlines.
Ensures adequate documentation is maintained to support
, compilation of claims and returns..
Appointed Auditor - Certifies claims in accordance with Audit Commission instructions
t I and within certification deadlines.
Scope

We assess the Council's arrangements for submission of grant claims for certification. We do not
review the Council's wider arrangements for managing external funding or maximising its entitlement
to external funding. However, in 2009/10 the Council's Internal Audit function will be carrying out
reviews of Voluntary Organisations and the Area Based Grant. Their findings will inform our

assessment.

22010 Grant Thornton UK LLP.
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Grant Thornton

www.grant-thornton.co.uk
© 2010 Grant Thornton UK LLP. All dghts reserved.

"Grant Thornton" means Grant Thornton UK LLP, a limited liability partnership.

Grant Thornton UK LLP is a member firm within Grant Thornton International Ltd (Grant Thornton
[nternational’). Grant Thornton International and the member firms are not a worldwide partnership.
Services are delivered by the member firms independently.

This publication has been prepared only as a guide. No responsibility can be accepted by us for loss
occastoned to any person acting or refraining from acting as a tesult of any materal in this publication
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Haringey Council
Agenda ltem

Audit Committee On 1 February 2010

Report title: External Audit Plan 2009/10

Report of: Chief Financial Officer

Ward(s) affected: All Report for: Decision

1. Purpose

1.1To inform the Committee of the external audit plan for 2009/10 proposed by Grant
Thornton and to agree the revised audit fees.

2. Recommendation

2.1 That the Committee approves the proposed audit plan and fees for 2009/10.

Report authorised by: Gerald Almeroth — Chief Financial Officer

Contact officer: Kevin Bartle — Head of Corporate Finance
Telephone 020 8489 3743
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3. Executive Summary

3.1

3.2

3.3

The proposed audit plan for 2009/10 sets out the work that Grant Thornton, the
Council’s external auditors are proposing to carry out in discharging their
responsibilities to provide an opinion on the Council’s financial statements and to be
able to provide an opinion on the value for money arrangements the Council has in
place. This includes the work for the Use of Resources judgement under the
Comprehensive Area Assessment (CAA).

The plan also includes the proposed fees for the audit and this shows an increase of
£10k on the indicative figure provided originally to the Audit Committee in April 2009.

The proposed plan has been discussed with senior officers of the Council and it is
recommended for approval.

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:

5.1

None.

Background

6.1 The content of the work in the external audit plan is proposed by Grant

Thornton on a risk based approach to audit planning and reflects national and
local risk issues. The outputs from this are contained in the appendix in
section 5 and include appropriate reporting back to Members on completion of
the work.

6.2  The key risk areas highlighted in the proposed audit plan include:

e Implementation of the new International Financial Reporting Standards
for the accounts from 2010/11;

¢ Changes in the Statement of Recommended Practice for the accounts
from 2009/10, particularly in respect of prior year adjustments in
accounting for council tax and business rates, and;

¢ Follow up on issues raised in last years assessments including around
data quality.




6.3

6.4

7.1

Page 43

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
proposals do not include the Audit Commission fees for the other parts of the
work under CAA including service inspections.

The £10k proposed increase on the total indicative fee of £505k previously
reported is in relation to the risks areas and issues in respect of the value for
money judgement particularly around follow up work on data quality.

Recommendation

That the Committee approves the proposed audit plan and fees for 2009/10.
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Grant Thornton

London Borough of Haringey

Audit Plan 2009/10

18 December 2009
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Akttt Plan 2009716

Contents

I Introduction

2 Accounts risk assessment and approach

3 Value for money risk assessment and approach
4  Audit fee and engagement team

5  Planned outputs

Appendix A Independence and objectivity

Appendix B Expected areas of IFRS impact

L2008 Grant Thornton UK LLP. All vights reserved.
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Audit Plan 2009/10

1

Introduction

Purpose of this plan

1.1

This s our audit plan tor the financial year 2009-10 for the London Borough of
Haringey ('the Council’). It sets out the work that we will carry out in discharging
our responsibilities to give an opinion on the Council's financial statements and a
conclusion on the Council's arrangements for achieving value for money.

In March 2009, we issued an indicative fee letter to the Council to outline our
proposed fee levels for the 2009/10 external audit process. The purpose of this was
to provide an outline of the likely tees to be incurred by the Council in the 2009/10
financial year.

Accounts audit

1.3

1.4

In setting the indicative accounts audit fee, we assumed that the general level of risk
in relation to the audit would not be significantly different from that identified for
2008/09. Based on the outcome of the 2008/09 accounts audit and consideration of
risks relevant to the 2009/10 audit, we confirm that the general level of risk, and
anticipated accounts fee, remains as set out in the indicative fees letter.

Section 2 of this plan sets out our assessment of the 2009/10 accounts audit risks
and our proposed response.

Value for money audit

1.6

1.7

1.8

[n our indicative fee letter we also set out a number of risks in relation to our value
tor money conclusion and indicated our proposed work in these areas. We have
since agreed detailed specifications for a number ot local value for money projects
and work 1s underway. We have also begun our work with the Council to prepare for
the 2009/10 use of resources assessment using the nationally specified key lines of
enquiry (KLoEs).

Section 3 of this plan provides an update to our value for money risk assessment
and planned audit response.

Section 4 covers details of the audit team and the proposed update to the 2009/10
audit fee. Planned outputs arising from the audit are summarised in Section 5,
including a summary ot the content of our work and the timing of our fieldwork and
reporting deadlines.

We have considered our independence and objectivity in respect of the Audit and do
not beheve there are any matters which should be brought to your attention. We
comply with the Audit Commission's requirements in respect of independence and
objectivity as summarised at Appendix A.

w2009 Grant Thornton UK LLP. All rights reserved. 1
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Audit Plan 2009/10

2 Accounts risk assessment and approach
Introduction
21 This section of the plan sets out the work we propose to undertake in relation to the

audit of the 2009/10 accounts at the Council. The plan is based on our risk-based
approach to audit planning and retlects:

our responsibilities under the Audit Commission's Code of Audit Practice in
respect of the accounts audit

current national risks attecting local government relevant to the Council's local
circumstances

local risks, based on the outcome of our audit of the Council's 2008/09
accounts.

The Council's responsibilities

2.2 The Council’s accounts are an essential means by which it accounts for the
stewardship of resources and its financial performance in the use of those resources.
It 1s the responsibility of the Council to:

ensure the regularity of transactions by putting in place systems of internal
control to ensure that financial transactions are in accordance with the
appropriate authority

maintain proper accounting records

prepare accounts, which give a true and fair view the financial position of the
Council and its expenditure and income in accordance with the Statement of
Recommended of Practice on Local Authority Accounting in the United
Kingdom 2009 (SoRP).

Our responsibilities

23 We are required to audit the tinancial statements and to give an opinion as to:

22009 Grant Thornton UK LLP. All rights reserved.

whether they give a true and fair view of the financial position of the Council
and its expenditure and income for the period in question

whether they have been prepared properly in accordance with relevant
legislation, applicable accounting standards and other reporting requirements

whether the Annual Governance Statement (AGS) has been presented in
accordance with relevant requirements and to report if it does not meet these
requirements, or if the statement 1s misleading or inconsistent with our

knowledge.
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At Plan 2009/10

Accounting risks and planned audit response

2.4 The accounts audit risks and our planned response are set out in the table below.

Table 1: Accounting risks and planned audit response

Risk

Planed audit response

The Council must prepare its annual accounts under

International Financial Reporting Standards (IFRS), from

2010/11.

The most significant issues to note in relation to the

transition to IFRS accounting are:

*  potential consolidation of Alexandra Park and Palace
into the group accounts

= lease classification and accounting

*  calculating the employee benefits 'holiday pay' accrual

*  fixed asset component accounting

®=  fixed asset valuaton.

Early preparation is essential and there 1s a nsk that the

Council may not be adequately prepared for the transition

and for dealing with specific issues such as those listed

above.

We have already engaged with the
Council on a number of IFRS related
issues and have included our IFRS
accounting specialist in those discussions.
The IFRS issues most likely to be
significant for the Council were shared
with management i July 2009. These are
reproduced at Appendix B.

We will continue to liaise on a regular
basis with officers and monitor the
Council's progress against the [FRS
project plan. We will also review the
implications of any developing issues
through reference to IFRS guidance and
the finalised IFRS Code due for release
on 16 December 2009.

We have performed a high level review
of the Council's IFRS preparedness in
November 2009, following a mandated
national IFRS survey requested by the
Audit Commisston.

The Council 1s required to comply with the 2009 SoRP in
prepanng its 2009/10 accounts.

The prncipal change in the 2009 SoRP is around current
and pror year adjustments to accounting for Council Tax
(CT) and National Non-Domestic Rate (NNDR) income.

From 1 Apxzil 2009 the Council’s accounts should:

»  disclose CT balances net of any amounts that relate to
other precepting bodies

= only recognise NNDR cash collected in excess of the
Council's cost of collection allowance.

This change in accounting policy requires an adjustment to
the prior year comparator figures shown in the 2009/10
accounts. There 1s no anticipated tmpact on the Council's
general fund balance.

We will work with management to agree
the prior year adjustment required to the
Council's income and expenditure
account, balance sheet and cashflow
statement.

Following our 2008/09 accounts audit we made a number
of recommendations to the Council 1 areas where there
was scope to tmprove arrangements, primarily around
fixed asset valuation and accounting,

A detailed response to the recommendations, including
implementation plans was presented by management to
the Audit Committee on 5 November 2009.

We will monitor the Council's progress in
implementing the agreed actions when we
carry out our interim audit and update our
accounts planning in March / Apnl 2010.

¢ 2008 Grant Thornton UK LLP. All rights reserved.
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Audit approach

25

2.10

We will work closely with the Corporate Finance Team to ensure that we meet audit
deadlines and conduct the audit efficiently, with the minimum of disruption to the
Council's staff. Our audit will be planned on an individual task basis at the start of
the audit, and timetables agreed with all staff involved.

In summary our audit strategy comprises:

e updating our understanding of the Council through discussions with
management and a review of the management accounts

¢ reviewing the design and implementation of the internal financial control
systems, including I'T controls, to the extent that they have a bearing on the
financial statements

e assessing the audit risk and, based on that assessment and the assessment of the
design of the internal control system, developing and implementing an
appropriate audit strategy

e testing the operating effectiveness of the internal financial controls, where
appropriate

® reviewing material disclosure issues in the financial statements

e verifying all material income and expenditure and balance sheet accounts and
performing a substantive analytical review of these accounts.

We will perform these tasks and complete our accounts audit around two phases of
tieldwork, the interim audit in March 2010 and the final accounts audit in July -
September 2010.

In carrying out our audit, we will update our assessment of internal audit against the
CIPFA Code of Practice for Internal Audit and seek to use relevant internal audit
work to assist in our review of internal financial control systems.

Following completion of the interim audit we will issue our 2009/10 Audit Strategy
Document, which will be used to update the Council with the key elements of our
accounts audit strategy and begin the process of formally communicating mote
detailed aspects of our approach along with relevant findings from our interim work,
under the mandatory requirements of International Standard on Auditing (UK and

Ireland) 260 (ISA260").

Once the final accounts audit is substantially complete, we will complete our
mandatory ISA260 reporting through communicating our findings and
recommendations to the Council in our Annual Report to those Charged with
Governance. We will consider the materiality of transactions when planning our
audit and when reporting our findings.

As patt of our work on the accounts audit, we will review the Annual Governance
Statement (AGS) to determine if it is consistent with our knowledge ot the Council.
We will also review the Whole of Government Accounts (WGA) consolidation pack
tor consistency with the Council's accounts.

2009 Grant Thornton UK LLP. All rights reserved, %
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Value for money risk assessment and approach

Introduction

3.1

The Code requires us to issue a conclusion on whether the Council has put in place
proper arrangements for securing economy, etficiency and effectiveness in its use of
resources. This 1s known as the value for money conclusion. In our indicative fees
letter, we set out our initial assessment of risk in relation to the value for money
conclusion.

This section of the plan updates this risk assessment and highlights the current
status of our work in addressing these specific risks and in working with the Council
to prepare for the 2009/10 use of resources (UoR) assessment using the nationally
specitied key lines of enquiry (KLoEs).

2009/10 VFM conclusion

3.3

34

The KLoEs specitied for the (UoR) assessment are set out in the Audit
Commussion’s work programme and scales of fees 2009/10. As for 2008/09, the
assessment 1s based around the three themes of:

* managing finances
e poverning the business

®  managing resources.

Although this is the second year of assessment under the new UoR framework there
15 an increased challenge this year arising from the first time inclusion of the
workforce management KLoE in the 2009/10 assessment and the deadline for
completion of our assessment being brought forward by a month. We are working
with the Council to help prepare tor timely completion of the assessment, including
carrying out early work in assessing workforce management arrangements (see
below).

Our indicative fees letter set out our initial assessment of the local risk based use of
resources work we plan to carry out to support our VEM conclusion. We confirm
that these assumptions remain relevant and we have begun to address these as part
of our 2009/10 programme of work, as follows:

. Additional risk based work on data quality - additional risk based work in
adult social services reported to management in March 2009, with key
messages trom this and our other spot check testing included in our Use of
Resources report (October 2009)

*  Partnership working project carried out jointly with the PCT - specification
agreed and work underway

5 2009 Grant Thornton UK LLP. All rights reserved. 3
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Early work in assessing workforce management arrangements - specification
agreed and work underway

Ongoing review of treasury management arrangements - complete and
reported to the Audit Committee during the year, including in the Annual
Audit Letter 2008/09 (December 2009).

Since issue of the fees letter in March, we have completed our 2008/09 use of
resources audit and updated our risk assessment. There are four main areas where
we have concluded that there is an increased audit risk:

Data quality - following the UoR assessment of inadequate (level 1). We
included additional provision in the indicative fee for the work required to
reach this conclusion so there is no further fee implication for 2009/10. We
will, however, include additional work in next year's plan to tund the
additional work required to address the increased audit risk.

Leasehold service charges - we have assessed this as an area of increased risk
that requires audit work, on the basis of several high protile issues across
London where leaseholders have challenged costs proposed by authorities,
and contractor fraud in the housing sector is a concern identified by the
Audit Commission's National Fraud Initiative. We therefore determined that
a diagnostic review was required at our London Borough audit clients and
we have agreed a specification and commenced our work.

Questions and objections from the public - since we agreed the indicative
audit fee with the Council, we have experienced an increase in the level of
communications from local electors and other interested parties. With the
exception of the leasehold service charges review above, which was in part
prompted by communication from the local MP, we are dealing with the
other communications with the public from within the audit fee. We will
keep this under review and communicate if any additional audit fees need to
be charged as a result of further increases in our work in this area.

National Fraud Initiative - We have recently completed a mandatory
National Fraud Initiative (NFI) RAG risk assessment for the Audit
Commission, based on the Council's progress in investigating potential data
matches. It s expected that the Commission will carry out NFI spotchecks in
a sample of bodies assessed as "red." In common with most of our clients,
we assessed the Council as "amber" on the basis of progress made to date
and we will continue to monitor progress as part of our 2009/10 plan. There
will be no additional fee for this work.

We will report the tindings from our programme of value for money work to
management and the Audit Committee during the year. We have included a schedule
ot anticipated outputs at section 5. The amendment to the value for money fee for
2009/10 s shown in section .

* 2009 Grant Thornton UK LLP. All rights reserved. 5



1

Page 52

Audit Plan 2009/10

Audit fee and engagement team

Audit fee

4.1

43

4.4

4.6

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

In March 2009, we agreed an indicative 2009/10 fee of £505,000 (excluding VAT).
The indicative fee was 14% above the Audit Commission scale fee of £444,000
(trom 10% above scale fee last year). This is due to increased risks relevant to our
Code responsibilities, relating to data quality, treasury management, managing
performance through partnerships and workforce management arrangements.

In setting the indicative fee, we assumed that the general level of risk in relation to
the audit ot the 2009/10 accounts is not significantly different from that identified
to 2008/09. As set out in section 2, we confirm that there is no substantial change to
the accounts audit risk tor 2009/10 and we confirm the indicative fee.

Tuking into account the additional areas of high value for money risk identified
since we issued the fees letter in March 2009 (set out in section 3), we propose to
increase the fee to £515,000 for the 2009/10 year.

A summary of the updated 2009/10 audit fee is shown in the table below.

Table 2: 2009/10 audit fee

Audit area Indicative fee Revised fee
2009/10 2009/10

Financial statements, including WGA £340,000 £340,000

Use of resources/VEM conclusion, including data quality  £165,000 £175,000

Total audit fee £505,000 £515,000

Certification of claims and returns* - £100,000 (est)

“The quoted fee for grant certification work is an estimate only and will be charged at
published houtly rates.

‘The audit tee is being billed in quarterly instalments from June 2009.

> 2009 Grant Thornton UK LLP. All rights reserved.
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Engagement team

1.
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The key members of the audit team for 2009/10 are:

Table 3: Engagement team

Name

Contact details

Responsibility

Paul Dossett
Engagement Lead

020 7728 3180
paul.dossett@gtuk.com

Responsible for the overall delivery of
the audit including the quality of
outputs, signing the opinion and
conclusion, and liaison with the Chief
Executive, other senior officers and the
Audit Committee.

Paul Hughes
Engagement Manager

020 7728 2256
paulhughes@gtuk.com

Manages and coordinates the different
elements of the audit work. Key point
of contact for the Council.

Caroline Glitre
Assistant Manager

020 7728 2078
caroline ghtre@gtuk.com

Responsible for supervising the on site
fieldwork during the accounts, use of
resources and grant claims audits.

Justin Collings
Technical and Grants
Manager

01223 225501
justin.collings@gtuk.com

Responsible for provision of specialist
technical support to the audit team, and
overall management of the grants audit
programme.

Andy Ka
IEFRS Specialist

020 7728 2716
andy ka@gtuk.com

Responsible for provision of specialist
IFRS support to the audit team and
corporate finance team.

Negat Sultan
IT Audit Manager

0116 257 5590
negat.sultan(@gtuk.com

Responsible for review of the [T
systems in place that complement the
financial accounts process. Also will
carry out ad hoc reviews if our risk
assessment warrants it.

2009 Grant Thornton UK LLP. All rights reserved.,
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Planned outputs

Introduction

5.

1

1

2

The planned outputs from the audit are set out in the table below:

Table 4: Planned outputs

Report Planned issue date
Audit Plan December 2009
Workforce management (interim report to management) January / February
2010
Partnership working January / February
2010
Leaseholder service charges January / February
2010
Audit Strategy Document June 2010
Annual Report to those Charged with Governance September 2010
Auditor's report giving the opinion on the financial statements September 2010
and value for money conclusion
Use of Resources 2010 September 2010
Annual Audit Letter December 2010

Reports will be discussed and agreed with the appropriate officers before being
issued to the Audit Committee. Reports are addressed to the Audit Committee and
management and are prepared for the sole use of the Council, and no responsibility
is taken by auditors to any member or officer in their individual capacity, or to any

third party.

2009 Grant Thornton UK LLP. All rights reserved.
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Appendix A Independence and objectivity

We are not aware of any relationships that may affect the independence and objectivity of the audit
team, which we are required by auditing and ethical standards to communicate to you.

We comply with the ethical standards issued by the APB and with the Commission’s requirements
n respect of independence and objectivity as summarised below.

Auditors appointed by the Audit Commission are required to comply with the Commission’s Code
of Audit Practice and Standing Guidance for Auditors, which defines the terms of my appointment.
When auditing the financial statements auditors are also required to comply with auditing standards
and ethical standards issued by the Auditing Practices Board (APB).

The main requirements of the Code of Audit Practice, Standing Guidance for Auditors and the
standards are summarsed below.

[nternational Standard on Auditing (UK and Ireland) 260 (Communication of audit matters with
those charged with govemance) requires that the appointed auditor:

. discloses in writing all relationships that may bear on the auditor’s objectivity and
independence, the related safeguards put in place to protect against these threats and the
total amount of fee that the auditor has charged the client

. confirms 1n writing that the APB’s ethical standards are complied with and that, in the
auditor’s professional judgement, they are independent and their objectivity is not
compromised.

The standard defines ‘those charged with governance’ as ‘those persons entrusted with the
supervision, control and direction of an entity’. In your case, the appropriate addressee of
communications from the auditor to those charged with governance is the audit committee. The
auditor reserves the right, however, to communicate directly with the authority on matters which are
considered to be of sufficient importance.

The Commission’s Code of Audit Practice has an overriding general requirement that appointed
auditors carry out their work independently and objectively, and ensure that they do not act in any
way that might give rise to, or could reasonably be perceived to give rise to, a conflict of interest. In
particular, appointed auditors and their staff should avoid entering into any official, professional or
personal relationships which may, or could reasonably be perceived to, cause them inappropriately
or unjustifiably to limit the scope, extent or rigour of their work or impair the objectivity of their
judgement.

22009 Grant Thornton UK LLP. All rights reserved. 15
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The Standing Guidance for Auditors includes a number of specific rules. The key rules relevant to

this audit

appointment are as follows.

Appointed auditors should not perform additional work for an audited body (i.e. work
over and above the minimum required to meet their statutory responsibilities) if it would
compromise their independence or might give rise to a reasonable perception that their
independence could be compromised. Where the audited body invites the auditor to carry
out risk-based work in a particular area that cannot otherwise be justified as necessary to
support the auditor’s opinion and conclusions, it should be clearly differentiated within
the audit plan as being ‘additional work’ and charged for separately from the nommal audit
fee.

Auditors should not accept engagements that involve commenting on the performance of
other auditors appointed by the Commission on Commission work without first
consulting the Commission.

The Engagement Lead responsible for the audit should, in all but the most exceptional
circumstances, be changed at least once every five years.

The Engagement Lead and senior members of the audit team are prevented from taking
part in political activity on behalf of a political party, or special interest group, whose
activities relate directly to the functions of local government or NHS bodies in general, or
to a particular local government or NHS body.

The Engagement Lead and members of the audit team must abide by the Commission’s
policy on gifts, hospitality and entertainment.

w 2009 Grant Thornton UK LLP. All rights reserved. t
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1

Executive Summary

Introduction

1.1

1.2

1.3

As part of our 2007/08 external audits of London Borough of Haringey (the
Council) and Haringey Teaching Primary Care Trust (the PCT), we carried out a
joint risk based review of Health Inequalities (HIs), to support our 2007/08 use of
resources conclusions at the Council and PCT.

In June 2008 we issued "Tackling Health Inequalities in Haringey", a joint
performance report across local government and the health economy in the
borough. This raised a number of recommendations around the Joint Strategic
Needs Assessment (JSNA), the structure of the Wellbeing Strategic Partnership
Board (WBSPB) and the need to address capacity issues.

This follow-up report looks at progress made to date against the recommendations
raised within our June 2008 report.

Key messages

1.4

In general, good progress has been made in implementing our recommendations,
with eight of the original eleven recommendations either implemented or on track to
be implemented by the agreed deadlines. However, there are some areas where
progress has not been made as quickly as planned and the Council and PCT will
need to work together, with other partners, to ensure implementation to agreed
timescales. We recognise that other pressing challenges faced by the Council and
PCT may have played a part in delaying some of the actions in this area. The key
messages are summarised in the table below:

Table 1: Summary of progress on implementation of our recommendations

Areas of good progress Areas where more action is needed

The JSNA has been progressed, with the The PCT, Council and other partners

Phase 1 report being circulated to will need to ensure that the new
stakeholders in August 2008 and Phase 2 partnership structures are finalised as
is underway and due for completion by soon as possible and, subsequently,
December 2009 kept under review to ensure that they

are working effectively.

Capacity issues have been addressed, with ~ Ensuring better engagement with acute
the PCT having now recruited four trusts so that they can effectively
public health consultants contribute to the agenda

The Wellbeing Scorecard is now reviewed  More training on HI issues is needed to

on an exception basis which avoids support the further development of the
unnecessary detail being presented to the JSNA
WBSPB

© 2009 Grant Thornton UK LLP. All rights reserved. 1
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1.5

1.6

1.7

1.8

1.9

1.10

I.11

1.12

1.13

1.14

These messages are described below, with further detail of our findings and
recommendations at Appendix A.

Joint Strategic N eeds Assessment (JSNA)

In June 2008, we recommended that the PCT and Council continue with the
development of the JSNA, with Phase 2 to be started by March 2009.

In August 2008, as a result of Phase 1 of the JSNA the Council and PCT published a
report "Towards Joint Strategic Needs Assessment in Haringey." This document
provides a high level picture of need in the borough and identifies areas where
further work is required to understand need.

The Phase 2 topics under the JSNA have been agreed as mental health, sexual
health, vulnerable children & young people, and population change and growth and
its impact on services. Later the vulnerable children and young people’s needs
assessment was subsumed into the children and young people’s needs assessment
commissioned by the new Children’s Trust.

The Health Inequalities challenge in Haringey is exacerbated by population changes
including short term migration. Together the Council and the PCT need to ensure
that services continue to be delivered to their maximum effect to reduce health
inequalities, in the context of local population changes and short term migrants that
might be excluded from population statistics. The JSNA addresses this issue in that
it looks at sources of population change in Haringey and identifies gaps in
understanding, for example around mobile populations. The ability to better
interrogate data and link data sets via a new IT platform would facilitate better
understanding of these issues, and provide the Council and the PCT with a powerful
tool to more effectively target HIs in the borough.

The Newham model IT platform has been agreed as the most appropriate, and a
business case is currently being formed. It is planned for the IT platform to be
introduced adjacent to the Phase 2 topics. The PCT and the Council need to ensure
this IT platform is introduced and supported as soon as possible if further progress
is to be made.

Capacity
We recommended that capacity issues needed to be addressed by August 2008 to

ensure that the Phase 1 data set could be developed in a timely manner.

This recommendation has been fully met, with the PCT having now recruited four
Whole Time Equivalent public health consultants. Of these, two were newly created
posts, the others were vacancies being filled.

Wellbeing scorecard

In June 2008, we suggested that the Wellbeing scorecard should be reviewed on an
exception basis, due to the high level of information within it and the risk that this
would impair the effectiveness of scrutiny.

This process was introduced in the Autumn of 2008, and we therefore consider this
recommendation to be met.

© 2009 Grant Thornton UK LLP. All rights reserved. 2
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1.15

1.16

1.17

1.18

1.19

1.20

1.21

1.22

Wellbeing Strategic Partnership Board (WBSPB)

We recommended that the structure of the WBSPB should be improved, to ensure
an appropriate balance between strategy and performance issues.

Following some delay, the wellbeing partnership arrangements are now being
changed. The Wellbeing Chairs Executive has been disbanded in light of new
partnership structures being implemented, designed to separate strategic decision-
making about the common client group in the NHS and adult social care, and the
broader healthy communities agenda.

These consist of the Joint Health and Social Care Leadership group which has
recently had its third meeting, and an emerging set of arrangements for healthy
communities which will span the Council and partnerships. A presentation is being
made to the Cabinet Policy Forum on 17 September to get direction on taking this
forward. An agreed next step is a workshop with previous members of the
Wellbeing Chairs Executive on 14 October.

Although some outcome focused subgroups were working well this was not
consistent. The agenda of the Tmproved quality of life and economic wellbeing'
group will now sit with the new healthy communities arrangements, while the 'Joint
commissioning and performance' group has been subsumed into the new Joint
Leadership group.

The PCT, Council and other partners will need to ensure that the new partnership
structures are finalised as soon as possible and, subsequently, kept under reviews to
ensure that they are working effectively.

Acute trust engagement

A further recommendation from June 2008 was that involvement of provider trusts
in the HIs agenda could be improved. We agreed an implementation date for this of
Autumn 2008.

However, formal consideration of the most effective ways to engage better with
acute trusts has only recently begun to take shape. Acute trusts are included in the
membership of the WBSPB. However, the Council and PCT recognise the need to
engage with them better to ensure attendance and contribution. The reworked
agenda of the WBSPB (first meeting to be held on 22 September) is intended to
achieve this. In addition, the upcoming National Support Team health inequalities
visit provides opportunities to engage on specific areas of health care delivery and
we will use this to identify the best ways to engage with acute trusts on both of the
new agendas.

Partners will need to ensure the effective implementation of current plans for better
involvement of the acute sector in the health inequalities agenda.

© 2009 Grant Thornton UK LLP. All rights reserved. 3
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1.23

1.24

1.25

1.26

1.27

Health inequalities training and engagement

We recommended that more training was needed on HI issues to support the
development of the JSNA, and an implementation deadline of November 2008 was
agreed.

At time of writing, the Director of Public Health has established a Council corporate
public health group focusing on the development of the JSNA. One of the aims is
for training to be cascaded through the Council. This has been discussed and the
first training session will be on Needs Assessment, led by one of the Public Health
Consultants. The date is yet to be confirmed, therefore we do not consider that our
recommendation was fully met by the agreed deadline.

However, progress has been made in that the Overview and Scrutiny Committee
(OSC) is becoming more involved in the Health Inequalities agenda. The Committee
hosted a workshop in November 2008 which was attended by Councillors, Non-
Executive Directors (NEDs) of the PCT and officers, and highlighted how to
consider HIs in the work that is being done across both organisations. Delegates
were encouraged to come up with ideas of what else could be done to combat HIs,
both if resources were not a barrier, or if no resources were available. The session
resulted in health inequalities areas being picked up by the OSC work programme.
In 2009/10 reviews will be undertaken on sexual health, carers, transport and
support to young people at risk of substance abuse. This is a positive example of the
proactive work that is being done within Haringey.

A visit by the Department of Health (DH) National Support Team (NST) for
Health Inequalities was planned for July 2009 but has been postponed as two other
sets of inspectors were due to come in July. It will now occur in October 2009 and
will look at the HIs agenda at an organisational and operational level. There is an
extensive list of delegates including Council, PCT, voluntary sector and acute trust
staff, and the visit will involve stakeholder discussions and workshops. The multi-
disciplinary workshops will look at, for example, Coronary Heart Disease, seasonal
excess deaths, cancer, strokes etc. There will also be community engagement focus
groups.

After the visit the DoH will issue a report, including suggested areas of
improvement. There will be expertise available from the DoH to support the
implementation of recommendations. The NST is visiting bodies nationally, and will
therefore be able to share best practice gleaned from their visits.

Way forward

1.28

1.29

Further detail on progress in implementing our June 2008 recommendations can be
found at Appendix A. Areas for remaining action are highlighted in the Appendix
along with updated management plans for implementation.

We would like to take this opportunity to remind the Audit Committees of the

Council and PCT of the need to monitor implementation of these outstanding
points.

© 2009 Grant Thornton UK LLP. All rights reserved. 4



Page 67

Health Inequalities follow-up

Acknowledgements

1.30 We would like to thank the Joint Director of Public Health, the Associate Director
of Adults & Older People at the PCT, the Head of Corporate Policy at the Council,
the Head of Systems Development and Performance at the Council, and the other
Council and PCT officers who contributed to this follow-up.

1.31 This report has been prepared for the London Borough of Haringey and Haringey
Teaching Primary Care Trust, and should not be relied upon by any third parties.

Grant Thornton UK LLP
3 September 2009

© 2009 Grant Thornton UK LLP. All rights reserved. 5



Page 68

9 "pansasal SIYBL IV "dTT YN UOIUIOY L JUEID 6002 ©

U99q 9ARY SUOISSNOSI(] "SAJTAISS U0 Joedwl s)1 pue
yimois 29 a3ueyd uonendod pue ‘Yesy [enxas ‘Yeay
[RIUAW 7 aseyq Ul passargord Suraq are seare 921y,

"BLIQILID JOPIO PUOIAS [BIJAAS SB [[om
se AJI[Iqeure)sns [eroueUlj /SUIUOISSIWWOD uo Jordw] ¢
L28urwg ut YNSI spavmo ut paynuapt den g

1a31e) (A391138

AJUNUILIOD J[qeBUIRISNS PUR) JUSWIIAITE BaIk [0 |
“BLIQJLID JOPIO 1SI1J QIY) 2IoM I, "YNS[ oY} 10
Pa3u JO seare 7 aseyd Ay} Surjo9[as JoJ 19s 91oM BLILI)

6002
"SIOUIO0 1S3UOUWIR S[OOYJS pUE JJelS YoIeA duIpedq
10d ‘eurze3ew o[dosg AoSuLel ‘sdD ‘SpIieoq dneway) Y31 :Ayaorig
pue areyd ‘srequiaul (JSH) diysisured o1391ens AeSuLey
9Y) 0] JUAS SeM I YL, 9y} pue [1OUNOY) Y}
(600€ +quao2q wol N Isn3ny ur Hozw M ,w: H%M swhw mm%. ¢ »om%:ma JUIUISSIS AMZQMG
ol o11qng }800¢ v ul [ B Ul paje[nodl _ ey SV SPPN
Wl : UT JUSWISSISSY SPIIN JI591eNS JUIOf SpIemo], ‘1odax J139je1)S JuIof
JO 1039311(T JuIof) : ) : : : ’
AU} JO SMAN "IISqaM S,[IOUNOD) Y} JO BaIR YNS[ 9Y) 0Ju0 | 3y) Jo Judwrdo[oAdp
V/N V/N yoen uQ | papeordn uaaq mou sey 110darx 19s BIEp 9100 T ASeYJ Y], 3} INUNUOD 0, ‘T

UON)BPUIWIUIO0III
s[rejap suodsay 6007 Isn3ny UOI)BPUIWIWIOIAI

uonejuwRdury JuURSeURIA] / uoIsnPuo)) snje)s 600z dunf 8007 dunf

SUOTIEPUIWIWIOIAI pue SIUIPULJ pI[eId(q Vv Xipuaddy

dn-mojjo} sanienbau] yyesH



Page 69

L "pansasal SIYBL IV "dTT YN UOIUIOY L JUEID 6002 ©

aaey s109fo1d Tenprarpuy ‘sje81e) Aoy uo doueuLIoyIad
paroadxa jsurede paddewr ueaq sey JUSUNSIAUL PaUUR[] Surogu() :aurpea
wWNIPIIA : KILIOLIJ
‘K3o1e1S8

SuruorssIuwo)) Yy} YIrm aulj ur st A39781S JUSWISIAU] (STH)
SYL "8007 AInf ur preog ay) Aq paaise se A391ens | sanienbauy yesy

Pue [[EaH S1qnd JUAUISIAU] JBAA ¢ ) Jo 1ed sem YoIym ‘g Uwniny aonpau 0} suondo
JO 103011 UTO[) SuLmp 9s1019%a uonesnLIoLd JUSUNSIAUL S, 1D Y} | Jo sisA[eue Ee.:o&
V/N V/N yoen uQ 01 parjdde arom sisAeue 11Jouaq,1s09 jo sopdrourid oy, /1500 daoadurt o, T

(8u103uQ
9oURUI JO J0JAIIJ

‘KouLre ul paau JuISSasse JOJ 1 Pasn pey 9,8C e
pue ‘Surugrsop Jo SuruoISSIUIOD J0J UOIIBUWLIOJUT
oy} pasn pey A3y pres sjuopuodsal JO 9,/9 e
uaWINOOp YNS[ U} UIJIIM UOTIBULIOJUT
) pasn pey A9y pres sjuapuodsar Jo 9,6/ e
:91om sSurpuly
A9 "SI901JJO UMY} WIOIJ PIATIIAI 2IM SASUOdsY

‘[nydfey 1sowr punoj

peY A9 seare 9y} AJIIUSPI 0] pay[St a1am sjuapuodsar
PUE 10S BJBp 9100 | 9SEyd 9Y) PUNoIe a1om suonsanb

YL "600¢ [Mdy-pruu woj yyuow € 10J pajse] drysioured
9} SSOIOR SIAJIJJO JO UOHBI[NSUOD PISBq qom Y

'60, JoquIadaq Aq uonedwos 10j anp
SI 7 aseyq "3uroguo st YNS[ 2y3 Surdo[aaap jo ssaooid
oY) 9’1 7 aseyq 1ok uaddey [[14 jeym uo SULIINIOO

UOI)BPUIWT0IIL
s[reyp suodsay 6007 Isn3ny UOI)BPUIWWOIAI

uonejuwRduy JUdUIRGRURIA] / uoIsnpuo)) snje)s (07 dunf 800z dunf |‘oN

dn-mojjo} sanienbau] yyesH



Page 70

8 "pansasal SIYBL IV "dTT YN UOIUIOY L JUEID 6002 ©

‘opew U93q sey ssa13o1d poo3

1nq pajudwerdwr A[[nJ 394 10U ST UONEBPUSWWIOIA SIY)
"9'T - J[NSAI B SB JOqUIB O} Pal WOI) UOHIBPUWUIOAT SIY)
JIoJ snje)s Surjed YSII [euIul s) paSueyod sey [Dd YL

" LDd 2y 18 20e[d ur sassaooid oy Jo

Surpue)sIopun Ino YIIM U UI ST SIY], SISO pPue J1jouaq
yIeay ‘K3anoe uo joedwr ay) Sunenjead pue ‘SaAnenIul
pasodoid Sursnuond jo ssao01d e paquidsap pey 104
Y 1y paress [eued ay) Yovqpas) oY) UIYNM ‘ SHN
oy} JO sonyeA Y} PUB SJUSWIAIINDAT 9IAIIS ‘SPadul [BI0] 0)
SuIpI090® JUSUNSIAUL 9SNLIOL], JO Aouajedwo)) ay) uo
[[BI9A0 | JO [9AQ] WNWIUIW Y] I8 1D 2y} palods [oued
DM Y YSnoyly Juswssasse (JDAL) SUIUOISSTo))
SSe[D PO JU2231 AU Jo Juduodwod Aoy

B SeAM SOWO09IN0 YI[eay 03 axmipuadxa jo Juiddew oy,

Lsiuaned JurisIxa 0 90IAISS [ROIUI[D

Jo Kyayes 10 Ajpenb ur juswoaordwt JuedIuSIS B IOAI[SP
juaunsaAur pasodoid ay [[IA\ IO / pue (JUSUISIAUL

JO 12A9] pasodoid a3 01 9AnR[AI) /J1jouaq Ay} Op

yonuw MO /iusunsaaut pasodoid oy woIj J1jouaq [[14
ordoad Auewr MOH - SSQUAATIIRJJR 150D, pepnout s3oafoxd
Pa1sa33ns 10} eI uonesnuond oy, ‘Suiseyd [eroueuly
Pa102dxa 10J pue SAW0INO ‘sINdIN0 I0J PIMITAII U

UOI)BPUIWT0IIL
s[reyp suodsay 6007 Isn3ny UOI)BPUIWWOIAI

uonejuwRduy JUdUIRGRURIA] / uoIsnpuo)) snje)s (07 dunf 800z dunf |‘oN

dn-mojjo} sanienbau] yyesH



Page 71

6 "PaAsasal SIUBH IV "d71 YN uoluIoy L Jueln 6002 ©
Ayireay Joj SjuaWAIULLIE JO 1S SUISIOWS Ue pue ‘Funsaw
pIy) s) pey A(3uadar sey yorym dnois diysiopeo
Q18D [RI00S PUE I[EIH JUIO[ ) JO ISISUOD ASAY],
“Bpuade sanuNWIwod AYi[eay Jopeoiq 3y} pue
“9Ied [RI00S J[Npe pue SHN 9y ur dnois Juar[d uowwos
91 1n0ge SUDRW-UOISIOAP J13a)e)s djeredas 03 paugisap
‘poyuowroduur Suraq saxmonns diysiomred mau jo YSII|
Ul MOU PapueqsIp uddq sey (DGM) ANNIIXH SIrey))
Suraqop YL ‘padueyd Sureq MoU ATk sjusWIULLIR
diyszoured Sureqom oy ‘Ae[op awos SUIMO[[O]
- A[oAnooo Sunpom *s90eds u2a13 pue Ajanoe [edrsAyd ‘Sursnoy
ore o 0 e SINSUS ‘UI[BIY [enxas 218 HSO Y} 10 SNO0J paisagsns Jo seare
01 Mo1ASI JopUN 9y, "epuage S[H oY} O} aN[BA PPE UBD JUSUWIIA[OAUT DSO
oy b&o:@omp:m Moy Apoexe Ajnuapl 0) uayeyopun sem siseue deg e ey
‘pue ajqissod S[Ie1ap Yoty ‘600 [dy ur SO oy 01 Juem yodar
SE 1008 S© post[euy ‘uorssas aanedronted ‘oanisod K19A e sem 11 P[0) oI oM
918 SAIMONNS pue (SqAN  pue SIO[[IoUNod 7] SuIpn[oul ‘saje3a[ap O | 6007 AMf :duIpeaq
drysxoupred xoi1dde) douepuane poos sem 919y, “JIOM Y} UI BpUIFE Y31y :Xyuong
600C 19qUIadaq MU Y} Jey) ‘ : : o
STH 9Y) IOpISUOD 0} JUOAIIAD IOJ PISU Y} Passans pue
SOOIAIRS AJIUNuIo)) Hmsuo MH podU LA ‘ ssouIsng s,9U0AIoAT (YI[EOH, PO} SeM JUA?d AU, ‘8007 (4dSIM)
pue a1 SiouL woﬁo pue IOQUIdAON] UT SIOJJJO pue [Dd Ui JO SqAN ‘SIo[rouno) |  paeoq digysiduyred
‘s)INpy Jo J03021I(] .h%“ﬂ%%@ %WMMMH J10J UoIssas Jururen e uel YifesH d1qngd Jo Joioai SuRqIPAM
pue 3fesy d1qnd o q IO Y ‘01/600C Ul STH JO MIIASI (DSO) Mo pue [j[edy jo

JO 1030911(] JUIOf

s[rejap
uoneyudwRduy

paaIdy

suodsay

JUIWRSRURIA]

ssa13o1d ug

UOI)BPUIWIWI0IIT
600¢ 1sn3ny

/ uoIsnpuo))

Aunniog pue MIIAIAQ pa1sa3sns oy Joj uoneredard uy

smyes GOOg sunf

2a1mponas dsoxdwy

UonNepuUaWUIOIII

800 dunf

dn-mojjo} sanienbau] yyesH




Page 72

oL "pansasal SIYBL IV "dTT YN UOIUIOY L JUEID 6002 ©

*K[oA1I091J0 Sunjiom aIe A3y 1Y) 2INSu

0) smaraal opun 1doy ‘Apjuonbasqns ‘pue aqrssod se
uoos se pasifeurj are saxmonns diysioulred mou ay) eyl
2INSU? 0) Paau [[Im s1oujred 19yj0 pue [1ouno)) ‘1Dd YL

*dnoi3 drysiopea Jutor

AU 9Y) 0JUI pawnsqns uadq sey dnoi3 eouewioyrad
pue SUIUOISSTWIWIOD JUIO[, Y} J[IYM ‘Sjuswasuelie
sonIUNWWO AYI[BY MU Y} YIIM JIS MOU [[IM

dnoi3 Juraqqrom o1rwouods pue 9J1 jo Ayenb pasoidury,
oy} Jo epuade Ay, “JUISISUOD JOU SeM SIY} [[9Mm Surjiom
a1om sdnoi3qns pasnooj awodIN0 AWOS Y3noyi[y

1940100 11

U0 9ANNOAXH SsIreyD Furdq[op 2yl Jo slequiawt snotadid
P doysyiom e st dojs 1xau peaiSe uy “pIemiof s1y)
3unye) uo uonodaIp 393 03 Joquuaydag /[ uo wnio L2104
jauIqe)) 91 03 apew Juraq st uoneiuasald v -sdiysiouired
pue [1oUN0)) Y ueds [[IM YOIYM SOIITUNUILIOD

UOI)BPUIWT0IIL
s[reyp suodsay 6007 Isn3ny UOI)BPUIWWOIAI

uonejuwRduy JUdUIRGRURIA] / uoIsnpuo)) snje)s (07 dunf 800z dunf |‘oN

dn-mojjo} sanienbau] yyesH



Page 73

L "pansasal SIYBU |1V "dTT MN uoluioy] Juels 6002 @

(8ur03uQ "dnoi13 sway) Suraqop ODAVH oW 1S319)uI
I[eoH o1qng | Jo 1030911 9Y) pue (ODAVH) suonesiue3io Ajunwuio)) JO seapuUNWIwod
JO J010QII(] JUIOf) | PuR AIRJUN[OA JO UOIBIOOSSY AQSULIBH U} JO 9AINIIXH pue d1iqnd ay)
JoryD oy Aq pareyd-09 st i ‘dn 19s u99q sey dnoid PPIM JuduIsegud
V/N V/N yoen uQ -pasnd0j AWOINO UONNQLIIU0D) 9ANISO] B SUDBIA QUL droadury

‘sepuade Mau 9y} JO Y10q U0 SISNI} 9Inoe YIim a3e3ud

01 SAem 159q 9} AJIUSPI 0] ST SN [[IM IM PUB AISAI[OP

aIed YI[BaYy JO seare o1j19ads uo 93e3ua 03 senrumuioddo

sapraoad 1is1A sanienbaut Yieay [ SN Surwoodn ayy

‘uonIppe uJ "SIy} 9AMYIE 0) PIPUAUI ST (Joqualdag 77 uo

PI9Y 2q 03 Sunoow 1811j) IS Y} JO epuasSe pasiomal

9y, "uonngrIuod pue JULPUINIE AINSUI 0] 19))oq WY}

s 93e3U9 01 Paau ay) ASIUF09aI [ D PUe [1oUno)) 2y}

‘JoAMOY (gdSgM) preoq diysiouired Suraqrem ay) jo

drysrequiow oy ur papnyour aIe sisni} AJnoy "adeys aye)

ot s | VTS0 g

ey oy 099JJ 41 Jo uonerspl [ d

U} 101995 9MoE 9 JO ‘pauodisod sem doysyrom SIy} yeaIqino nij

JUSUISA[OAUT J9})aq . e & do
10y sued uowmd QuUIMS 9} 0] NP ‘I9AIMOH ‘60, ABIA Ut doysyrom FOgM 8002
ay) ur parodxa aq 01 anp sem ‘sdnoi3-qns Supnour | UWNINY :PDUI[PLI
600T 19qUIDAON Jo uonejuowadur o : : :
SISnI) 9INoR M 19139q 383U 0) sAem 159q Y, WNIPIAl : ALI0LIJ
QAT}ORJJS A} INSUD
1S9 A\ /SUTUOISSTUIWO))
A 0] POaU [[IM SIQulIRq .
Jo 1030011 sToquiaw sysnay Japiaoad
{UONBPUIUITIOIIY

pue yIfesy d1qnd : Apeaire a1e (y3no1oq 2y} Jo 1Seq Y} 03 XSI[PPIAN YHON Jo yudwaA[oAUr
JO I010211(] JUIOf paeIdy ssoroxd uf | pue 1S9AN A3 01 UOISUINIYAY ) sIapraoid 9inoe Jolew oy, ANPH

s[rejap
uoneyudwRduy

suodsay

JUIWRSRURIA]

UOI)BPUIWIWI0IIT
600¢ 1sn3ny

/ uoIsnpuo))

smyes GOOg sunf

UonNepuUaWUIOIII

800 dunf

dn-mojjo} sanienbau] yyesH




Page 74

4} "pansasal SIYBL IV "dTT YN UOIUIOY L JUEID 6002 ©

-01d0) s,91dosg Sunox 29 uaIp[IyD oY

Jo 1red woy [im 9pdoad SunoA 10y A391ens uonedionted
€ 30 SMIIA ,SIOP[OYaYe)S SUIIOI[0D JO JUSWI[S UB

aAeY [[14 $21d0) Y JO [ora ‘7 aseyq 10 IUAD Ad3uLey
JOIY)[BSH, OU} & SIOP[OYN LIS WOIJ PIAIIIAI YOrqPIS)
SY) U0 paseq 1M YNS[ a3 Jo senuord oy ‘T aseyq uf

‘[ady Jo pus 9y} 18 papu pue OOZ YOIBJA Ul Pa1Inddo
SIomaurel] 9y} uo uonejnsuo)) ‘Yieay s,o[doad uo sey
ST 109]J9 aAnIsod o) pue JustIomodus 0] 0USIJaI
o1j10ads © oyeU [[1M I1 1B} POWLILJUOD SBM )1 PUR ‘60/E/C
U0 gdSIM 9 18 PassnosIp sem STYL, I0MIWERL]
juowageduy Ajunwwo)) e Sune[nuioy st JSH Y,

‘pIeog ay) urol 01 AJISI9ATU)

XOS9[PPIA Woly aanejuasaidar e Suniaur pasoidde
ddSam U ‘60, AN U] “A[[e20] oM dwos op 01 1 Dd
9} 0] W0D 0} SJUIPIIS AJISISATU() XASIPPIA 0] 2d02s
SI 919y ], *A)[NoeJ aI1e)) [B100S 29 YI[BaH oy} uryiim ojdwexa
J10J ‘YoIeasal J1Y} ASIIN 0) pue AJSIAATU[) XASPPIA
m Joy3a303 yJom 03 padofeasp Jureq are sentuntoddo

"S9[K1S9y]

Aqireay 03 s1otieq urpreSal (/0 UI) SUOIBIOGR[0D
snoraaid uo Surping ‘sansst A11saqo pOOYp[IYd Uo YIeaH 8007
PIIYD JO amnsu] (TD[)) UOPUOT 23[[0D) ANSIoATUN )sngny :duIpedq

) I SYUI] SUTUTRIUTRW ST WEd) YI[BH O1qnd YL, WNIPIYA] :LJLI0LLJ

UOI)BPUIWT0IIL
s[reyp suodsay 6007 Isn3ny UOI)BPUIWWOIAI

uoneyudwRduy JUIWISBUBIA] / uoisnppuo) snje)s 600z dunf 8007 dunf

dn-mojjo} sanienbau] yyesH



Page 75

€l "pansasal SIYBU |1V "dTT MN uoluioy] Juels 6002 @

-aoe[d UI [[e MOU SI WIBd) JusWageuBW JOTUAS AY) Jeyp)
sueaw s1y [, “3sod ur juswdorera@ Arunwwo)) Jo pesy
® OS[e ST 919y [, "'yireay orqnd [e1ouag 10 Juruorssruwod

‘grdoad 3uno£ 29 uaapyiyo ‘ojdoad 1ap[o 29 s)mpe :SNd0J 8007

JO BAIR UB Sey JUe)[NSU0d yory "I1sod ur sjuei[nsuod yieay Isngny :durpesdq

oriqnd juoreamba own sjoym Inoj sey mou 1Dd YL, WNIPIYA :LILI0LLJ

'S90IN0SAI Jo Sutreys ay) Suipae3ar 1D 2yl pue SNSSI

V/N V/N pae[dwio)) | [OUNOD Y} UMIAq Py 3uraq a1k SuoIssnasIp Suro3uQ) Leded ssaappy
‘A[of ur Sunesw dnoin
3u11901S VNS QU3 38 PIsSnIsIp 2q 0} anp sem sy} JoJ
9sBO ssauIsng Ay ], ‘[opow weymaN Yy idope 01 peaide

sem 11 pue ¢(), Arenuef Jo pus oy} je dnoi) urieas YNSI 6002

1dag ¢ uo preog I 9y} J& paIapIsu0d arom wojed oy Joj suondo oy, YOIB]A dulped(q

sJouno)) Ayl Je pue wnIpIA :AJIoLIg
1dog ¢ uo dnoi "VNSI

3uL1991S VNSI 91 JO 19 E1ep 2102 A} pue a[yoid y3norog 9y se yons SPadu J1RY) I0j )3S

9} 18 passnosIp [oIeasal A9y 01 $sa0oe Asea Suipraoid ‘diysiouyred oy | ejep 9y} djedoardjul

9q [ waojrerd | ssoroe Surreys uonewrojur aaoxdur s siy, sxoured £q ued SIIsn jey)

©IBp 9U) 10J 9S8O | PISSAOOE 9 UBD Jey) S}osejep 9Aed[ ued sioulred [[e o1oym | INSud 0) paIofdxd

SSQUISNQ PASIAIL A, jutod [enuad © - A1018AI9SqO BIEp AQSULIBH ® 9q [[IM 1] JIY)Ing 3q pnoys

(010€ yorey Aotjod PaBESIALD st Jeu)

aresodior) 1o csumv ‘sordoy ¢ woperd Loy

Jsey oy} 03 Juddelpe peonponur oq 0} anp SI pue ‘elep Jo |  A[eoyads ‘yNSI

V/N V/N yoen uQ UoneIOLIAUI 10139q Mmo[[e [[Ia uojierd 1] pouueld ayJ, Y} pPIBMIOJ IAOIA]

s[rejap
uoneyudwRduy

suodsay

JUIWRSRURIA]

UOI)BPUIWIWI0IIT
600¢ 1sn3ny

/ uoIsnpuo))

smyes GOOg sunf

UOI)BPUIWITIOIT
800 dunf

dn-mojjo} sanienbau] yyesH




Page 76

- "PaAsasal SIUBH IV "d71 YN uoluIoy L Jueln 6002 ©
"9A0QE € UOTIEPUSWIWOIY T8 SIUSWUIOD 93§
*SIQOIJJO JOIUQS SB [[oM SB ‘SHN PUE SIoqUIdW pajoo[ £q
‘Ayiumioddo | papudne [[om sem 1] ‘8007 JRqUIQAON UI YI[BdY o11qnd Jo
d[qrssod 1so1[IBa | 103011 9y} Aq P[Y SBM 0UIJUOD sanifenbaur ey v
oy Je [1OUN0D) Ay} 0)
papraoid aq pinoys "PAUWLITIUOD 2q 0) SI AJep A,
Sururen juowssassy | SIUBIMSUOD) YI[BIH I1qnd Y} JO U0 AQ PI[ JUSWISSISSY 8007 JIQUIDAON
spaaN pauuerd ayJ, SPION U0 9q [[IM UOISSAS Sururen) 3siy Ay} eyl :uIpedq
6007 12quatoN T2 | e 1oy st i 10 2y NSE o 6 ooy | O
UI[eaH 21qng oy} uo 3ursnooj dnoa3 yeay orqnd yerodios sanssI TH
JO I030011(] JUIOf poaIdy NoeI UO JON |  [IOUNOD) B PIYSI[QRIS? SeY I[BoH O1qnd JO IO Y, uo SurureI) IO ‘S

s[rejap
uoneyudwRduy

suodsay
JUIWRSRURIA]

UOI)EPUIUITIOIIT

600¢ 1sn3ny
/ uoisnpuo))

"LOd oW Je Wes) yjfeoHy

a1[qngd Y} YIm A[3SO[0 I0m 0} pasu p[nom uostad

SIY} PAINIOAIL JT "YNS[ oy 1oddns Joyying 01 JoFeuey
uorjewLIojuy ue 10J urpuny 393 03 Jurkn sty ‘sysod
19013 UOTJBWLIOFUT UTY}IA SWIT) PIJBIIPIP BIA YN[ U}
1oddns 0} $301N0SaI I9YIING PIYNIUSPI SBY [IOUN0)) YL,

“BJEP SOIRYS PUB PAYSI[qRIS? U9aq Sty dnoin [estuyoa,
VNS QUL "Sunjiom jutof 98einoous toyny [[im woperd
BIRp QU] ‘SWeansyIom pue sepuade ur pasnuond

SI [1I0UN0)) Y} pue 1.Dd Y Ueamiaq Sunyiom diysiouied

smyes GOOg sunf

UonNepuUaWUIOIII

800z dunf | °"ON

dn-mojjo} sanienbau] yyesH



Page 77

Sl

"pansasal SIYBL IV "dTT YN UOIUIOY L JUEID 6002 ©

(010T yoIeIN
Y[y orqnd jo
J0JOAII(] ARIOOSSY)

pue sy0afoxd ‘saaneniur Apeaie aIe 219y} ‘UonNIppe U[

2
Sunuowerdwr 1oy Apiqisuodsar aary A9Y) - SI9IJO SO}
103 100fo1d © se pajean s1 YSD "sioped] [enuajod are oym
s1901JJ0 J0J 9oe[d ur swwes3old diysiopes] e st a1oyJ,

“JUSWINOOP A} INOYSNOIY) PBAIY] B SB YSD YIMm
quowkorduwa Jo s30adse [[e S10A09 SIY, "§00Z Foquiaidag

6002
oI duIpeaq
wnIpayy :AJI0LIJ

¢t Ye))
LAqisuodsax
[enos derodiod
10} saanpadoxd
pue sueyd

V/N V/N Yorn uQ) | ur 91-800z 10J A39enS 9[dood € paaise SI9qUIdJA [IOUN0)) [eurio} dopAad(q 11
80 dunf :duIpeI
WNIPIJAl : AJLIOLIJ
$)98.1e) V'] 3Y) 10j
V/N V/N patordwo) "800 JO Jouwrwng Jy) ur pajo[dwod sem SIyJ, PIBIAI0DS ISIANY 01
"SUOISSIWIPE [OYOJ[e
punoie uonejuasaid e sem 213y} (), YOI ul o[dwrexa
J10J ‘UOT)UR)IE Paau Jey) seare uo paoerd st siseydur
J uor P q paoe[d ST siseydury 8007 AIf :ourpeaq
‘Aroyrenb ggsgm om WNIPIA :AIIOLLJ
pue Ajypuowt DG A U3 031 A19I1)U9 SI Ul S903 pIBIAI0IS
oY, ‘paruasaid Suroq [1e1op AIeSSadouun PIOAR 0} JOPIO siseq
ul ‘popniour aIe snje)s Joquie Jo pal Ym s)o3Ie) asoy) uondadx? ue uo
A[uo Jey) sueowW SIY ], 'g00T JO UWNINY UL PIONPONUL |  MIIA - PABIAIOIS
V/N V/N patordwo) sem SIseq U0oNdadxa UB UO PIEIAIOIS M ) JO MIIAY () SuRy [P ‘6

s[rejap
uoneyudwRduy

suodsay

JUIWRSRURIA]

UOI)BPUIWIWI0IIT
600¢ 1sn3ny

/ uoIsnpuo))

smyes GOOg sunf

UonNepuUaWUIOIII

800 dunf

dn-mojjo} sanienbau] yyesH




Page 78

91 "pansasal SIYBL IV "dTT YN UOIUIOY L JUEID 6002 ©

"wInioj
ey} Je paaide pue JSH Yl YSnoay) pasiel 9q 0} pasu
pnom Aorjod jutof ® do[aasp 01 JuawaaI3y ‘[1oUno)) 2y}
18 (DIAJ) dnoin) JuswaSeury 2OUBWLION A1 Y3noIy)
A[[enIur YUWoaISe pUe UOISSNISIP SPAdU SIY) JOAIMOH
'sdnoi3 Ajrunwiod pue A1ejun[oA [BJ0[ PUE [IOUN0))

Ayl ‘1.Dd U3 usamiaq padoreaap aq p[nod YSD Jo Aorjod
SUIYOIBISAO UB ‘SOATISWIAY] SIAIPOQ Y} AQ PIJIIUIPI SY

SIom
Jo uoneoridnp proAe 0} JapIo Ul ‘[1ouno)) ayj Je aoed
ur mou aIe ey seanpadoid pue suepd jo uononponur
oy ayeorjdar 03 Suruued st 1D QY] [rouno))

AU} YIIM I0M 0) Pea[ PIWRU SII 9q [[IM S)IUBI[NSUOD
I[eoy o1qng si Jo auo yeyy paaise sey 1Dd YL

‘[rouno)) Ay Je premio] epuade YD ay Surysnd

uosiad pawreu ay) st oym ‘sLIO eddijyq ‘Surures

29 Juawdo[aaa(] [euonesiue3I() JO peay Y} Woij

ASD uo uoneuasald B paa1adal [1ouno)) Ay 1e (GINAD)
pIeoq JUaWFeURIA S,ATNIXH JOIYD Y 6(), Arenue[ uf

“QuIAYDS

Surpeay pauoddng ay) pue sjuswaded dousrIadxa yIom
[00YDS ‘[B007T 9pel], / 29jueIens) A9SuLIeH 3yl ‘§10¢
-8007 A391e1S y3noiog 1sauaain) oy :oidwexa 104 "10d
PUE [10UNOD) Y I8 YSD M 9)B[1I0D Jey) SAIFeLS

UOI)BPUIWT0IIL
s[reyp suodsay 6007 Isn3ny UOI)BPUIWWOIAI

uonejuwRduy JUdUIRGRURIA] / uoIsnpuo)) snje)s (07 dunf 800z dunf |‘oN

dn-mojjo} sanienbau] yyesH



Page 79

o Grant Thornton

www.grant-thornton.co.uk
© 2009 Grant Thornton UK LLP. All rights reserved.

"Grant Thornton" means Grant Thornton UK LLP, a limited liability partnership.

Grant Thornton UK LLP is a member firm within Grant Thornton International Ltd ('Grant Thornton
International’). Grant Thornton International and the member firms are not a worldwide partnership.
Services are delivered by the member firms independently.

This publication has been prepared only as a guide. No responsibility can be accepted by us for loss
occasioned to any person acting or refraining from acting as a result of any material in this publication



Page 80

This page is intentionally left blank



Page 81 Agenda ltem 10

Haringey Council

Agenda item:

[No.]

Audit Committee On 1% February 2010

Report Title JAR Action Plan Update

Report of Peter Lewis, Director Children & Young People

Signed ;== ——= .

AL R

. <AL}

Contact Officer : Mark Gwynne, JAR Programme Manager

Wards(s) affected: All Report for: Non-Key Decision

1. Purpose of the report

1.1.  This programme update report provides an overview of progress in delivery of
the Safeguarding Plan up to the month of December.

1.2.  Audit Committee note:
* The programme management arrangements for the Safeguarding Plan;
e Progress against the milestones set out within the Plan;
¢ Progress against safeguarding performance indicators; and
e The Safeguarding Plan risk management report.

2. Introduction by Cabinet Member
2.1. N/A

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

3.1.  The Haringey Community Strategy 2007-2016 in particular the ‘Safer for all
key outcome. In response to the JAR Action Plan we have strengthened our
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3.2.
3.3.
3.4.
3.5.

3.6.

commitment to provide support and protection to the most vulnerable people in
our community through the following priority: We will ‘Safeguard children and
adults from abuse and neglect wherever possible and deal with it
appropriately and effectively if it does occur’ — Community Strategy
Update, March 2009

The Council Plan 2007-2010 priority of ‘Encouraging lifetime well-being at
home, work, play and learning’

The Children and Young People’s Plan 2009-20.

Haringey Strategic Plan (NHS) 2008-2013

Priority Actions for Health: arising from the Safeguarding Plan for Haringey
Plan 2009

Safer for all, Haringey’'s Community Safety Partnership Strategy 2008-2011

41.
4.2.

4.3.
4.4

. Recommendations

To note the programme management arrangements for the Safeguarding Plan.
To note progress in delivery of the milestones up to December 2009, contained
within Appendix 1.

To note current performance to November 2009, as contained in Appendix 2.
To note the key risks associated with delivery of the plan and the actions being
taken to mitigate them, as contained in Appendix 3.

. Reason for recommendation(s)

5.1.

5.2.

5.3.

Revised programme management arrangements were put into place in
September 2009. This involved the establishment of a Safeguarding Plan
Steering Group (SPSG) comprising chief officers from the Council, police and
health. The steering group usually meets on a fortnightly basis. This
frequency of reporting enables prompt management action to be taken to drive
improvements in safeguarding across the Borough.

Monthly progress reports covering milestones, performance indicators and risk
management are considered by SPSG and CEMB. These reports focus on
achievement of programme milestones and management of performance
indicators, providing an indication of the direction of travel as well as identify
areas where further support is required. Risk are considered on a bi-monthly
basis by these groups.

Managers responsible for delivery of key milestones and performance
indicators are invited to SPSG as appropriate to be challenged on progress, or
provide an update to the group. For all actions marked as achieved, an
evidence log is being maintained, which incorporates the evidence to
substantiate the milestone’s achievement. For all reports, no action will be
marked as achieved until evidence has been provided. This evidence has
been used in preparation for the follow-up inspection in January.

Report Template: Formal Bodies
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. Other options considered
6.1.N/A

. Summary

7.1.

7.2.

7.3.

7.4.

7.5.

7.6.

The Safeguarding Plan was developed following the June 2009 follow-up
inspection. At this time it was agreed that the JAR Action Plan was large and
that we should provide greater focus on the key improvements that were
required. These key improvements formed the basis for the Safeguarding
Plan, which is structured around 5 themes:

e Leadership & Governance
Early Intervention
Good Practice
Capacity & Staffing
Performance Management

The Safeguarding Plan is actively managed on at least a fortnightly basis by
the Safeguarding Plan Steering Group, comprising senior managers across the
Council and partners. This seniority reflects the importance of safeguarding
within the borough and ensures that responsibility for delivery resides at the
highest level. This group of senior managers enables individual responsibility
for each theme and collective responsibility for delivery of the plan as a whole.

For this report, progress has been reported against the milestones /
achievements of the new Safeguarding Plan. The programme milestone
progress report (Appendix 1) and performance indicator report (Appendix 2)
give a progress update on delivery of this refreshed plan.

The simplified approach adopted for reporting milestone progress enables
greater focus on issues arising and the identification of any support that may be
required to ensure that milestones and performance outcomes are achieved.
Building milestone reporting into the Covalent performance management
system resulted in a change of reporting style last month and we are continuing
to develop this to fully meet our reporting requirements.

Key issues arising from the December progress report are:

o Development of phase 1 of the CAMHS outreach service has been
achieved. This will be used as the basis for linkage with First Response
ahead of creation of the Multi Agency Team.

e Team evidence files have been developed in many areas, but are currently
inconsistent and work is underway to improve this and learn from good
examples.

Performance reporting continues to be drawn from the Covalent system,
enabling Safeguarding Plan reporting to be integrated with other performance

Report Template: Formal Bodies
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7.7.

7.8.

7.9.

7.10.

reports within the Council and to the Children’s Trust. Training has been
carried out for the PCT to enable their direct access to the system and this will
subsequently be expanded to the police.

Key issues arising from the performance reporting are:

e Although priority performance indicators (NI 59 & 60 - Initial and Core
Assessments) are showing an upward trend the rate of progress is not fast
enough to demonstrate significant improvement before the inspection.
Performance information has been collected to enable reporting of the
percentage of cases received for initial assessment in December that were
completed within time — demonstrating that current casework is being
progressed in a timely manner.

e HR data demonstrates that small improvements are being made in
addressing the balance between permanent and agency staff. An
improvement should be seen with the arrival of the second batch of
American social workers during February, which will feed through into future
reports.

Risk management has also been built into Covalent, however further work is
required on the presentation of reporting. Key risks have been identified and
are being actively managed (Appendix 3).

Key risks that could impact on the inspection and our progress are:

e The rate of progress being made with improving times for Initial and Core
Assessments (NI 59 & 60).

o Consistency and quality of supervision has improved overall, but further
work remains to ensure that a consistently high standard is achieved;

¢ Quality and recording of decision making has improved overall, but there is
some inconsistency which is being addressed.

e Recruitment of social workers and shifting the balance in favour of
permanent staff and away from agency.

In the light of progress in delivering the milestones within the Safeguarding
Plan, the improvements that have been seen within the service and the
performance indicators, we now have greater confidence in our ability to
safeguard the children and young people of Haringey.

8. Chief Financial Officer Comments

8.1.

The Council in forming its 2009-10 Budget Strategy recognised the need to
address the issues which had been identified in Children’s safeguarding by the
Joint Area Review. It made available one-off provision for an additional £4.2m
which has been earmarked for the actions set out in the attached Safeguarding
Plan. Confirmation has been received from the Government about the extent to
which they are prepared to provide additional resources which is consistent
with and reflected in the assumptions set out above.
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8.2. To the extent that the actions in the Safeguarding Plan have on-going resource
implications, they have been reflected in the Council's 2010-11 Budget
proposals that are currently being considered.

9. Head of Legal Services Comments
9.1. No legal comments.

10. Head of Procurement Comments
10.1. N/A

11. Equalities & Community Cohesion Comments
11.1. N/A

12. Consultation
12.1. N/A

13. Service Financial Comments
13.1. Meetings were held between all Area for Improvement Lead Officers and the
Head of Finance. Based on these meetings an update of the allocations
necessary across the themes was undertaken.

13.2. The revised analysis reflects the fact that as additional support has been
engaged this has been deployed across various themes.

14. Use of appendices /Tables and photographs

14.1. Appendix 1: Safeguarding Plan — Milestone Progress Report, December 2009
14.2. Appendix 2: Performance Indicator Report, November 2009
14.3. Appendix 3: Safeguarding Plan Risk Register, December 2009

15.Local Government (Access to Information) Act 1985

15.1. JAR Report (December 2008)
15.2. Annual Performance Assessment (December 2008)
15.3. JAR Monitoring Visit Report (July 2009)
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Sl Agenda ltem 11

Haringey Council

Agenda item:

Audit Committee 01 February 2010

Report Title. Data Quality Update

Report of: Wayne Longshaw — Asst Chief Exec. PPP&C

Signed . {4 / = 7 y
{ \'\_.fl /{J\ ,’.?{ —N

Contact Officer : Eve Pelekanos — Head of Policy and Performance
Telephone Number 020 8489 2508

Wards(s) affected: All Report for: Information

1. Purpose of the report

1.1.To provide an update on work being done to improve data quality across the
council.

2. State links with Council Plan Priorities and actions and /or other Strategies:

2.1.The Comprehensive Area Assessment (CAA) considers how the council is
delivering its priorities for local people and how well we are delivering outcomes
with partners for the area. Data Quality is assessed as part of the Use of
Resources and part of the managing performance judgement under the
Organisational Assessment. It feeds into the Council priority Driving Change
Improving Quality.

3. Recommendations
3.1.To note the report and the progress being made in respect of data quality.
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4. Summary

4.1.The OFSTED review of Children’s Services in December 2008 highlighted data
quality weakness linked to operational practice within the service. These
weaknesses were subsequently reflected in the Comprehensive Area
Assessment 2009. In addition the data quality audit undertaken by Grant
Thornton last summer identified further data quality issues in Benefits and Local
Taxation.

4.2.Since then a number of steps have been taken to improve data quality in these
two areas in particular, but also across the Council. These include:

¢ A rolling programme of ongoing performance data audits across services.

e The development of a Data Quality Strategy clearly setting out roles and
responsibilities of officers in ensuring the robustness of data.

e A series of workshops in the autumn of this year aiming to get across to
managers and relevant staff the importance of high quality data. These
workshops were attended by 150 managers.

o Focused work in Children’s Services and Benefits and Local Taxation see
paragraph 15.

e Appendix A sets in more detail the work undertaken last year and Appendix B
shows what will be done in 2010/11 to improve the robustness of the
Council’s data.

5. Chief Financial Officer Comments

5.1. Costs associated with data quality will be contained within existing budget
resources.

6. Head of Legal Services Comments

6.1. There are no specific legal implications in this report, however it is in the interests
of the Council to present an accurate and robust picture of its work and to
monitor improvements specifically in areas identified for improvement.

7. Equalities & Community Cohesion Comments

7.1.Equalities are a central thread throughout the Council’s performance framework
and many of the performance indicators have equalities implications. Ensuring
data is robust and accurate is in the interest of all groups as is producing reliable
information, fit for purpose and used to support decision making.

8. Consultation
8.1. The preparation of the Data Quality Strategy and action plan was undertaken in
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conjunction with services and performance staff within the Council. Cabinet
approved these documents in March 2009 and they have now been updated to
incorporate feedback from the Comprehensive Area Assessment.

9. Use of appendices /Tables and photographs

9.1. Appendix A: 2009 Data Quality Strategy and Action Plan showing
achievements and outputs over the last year.

9.2. Appendix B: 2010/11 Data Quality Action Plan

10.Local Government (Access to Information) Act 1985
10.1. Grant Thornton Use of Resources Report 2009
10.2. Data Quality Strategy

13. Background

13.1 The Use of Resources Report 2009 assessed the council as performing
adequately in all areas of the “governing the business” theme, with the
exception of a score of 1 (inadequate) for “use of data”. This reflects the
findings of the joint area review, the Ofsted review of safeguarding children and
mixed results from the auditors spot-checking work.

13.2 The report identified weaknesses in data quality management and reporting in
relation to child protection, in particular reducing the need for manual checking
and manipulation in performance reporting. It also made recommendations
around developing data quality checking mechanisms to minimise the high level
of errors associated with housing and council tax benefit claims, both of these
areas were classed as high priority actions.

13.3 This report details an update on the Council’s work in respect of data quality
over the past year and highlights key actions that have been taken.

13.4 The Data Quality Strategy is published on Harinet along with the 2009 action
plan and an action plan for 2010/11 based on the recommendations from the
Use of resources report 2009.

14. Actions taken in 2009

14.1 Appendix A sets out the data quality strategy and what has been done last year
in respect of data quality:

* A new web based performance management system (Covalent) was
implemented to ensure compliance with indicator definitions, the correctness of
performance calculations, ownership of information by services and robust
audit trails.
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* Roles and responsibilities for ensuring high quality data were set out and
communicated in the Council’s Data Quality Strategy and action plan.

= A programme of performance data audits was put in place. 52 audits were
completed in the year to December 2009. Outcome of the audits are reported
to the monthly Finance and Performance review meetings attended by
Directors and the Chief Executive.

» A series of Data Quality Workshops were organised last autumn to emphasise
the importance data quality and to ensure that officers are aware of their
responsibilities. These were attended by 150 managers.

» Adult Social Services and Children’s Services have put in place Quality
Assurance frameworks and operational practices to ensure data is robust with
sample audits and selected case file checking.

* Qverall good progress has been made across the areas identified as weak and
this will be reflected in the Use of Resources assessment next year.

15. Action for 2010/11

» On-going use of Covalent as the Council’s performance management system
with officers trained and Thematic Board risk registers set up on the system
and used to record key risks and actions including any associated with data
quality.

» An updated Data Quality Policy

» A continued programme of performance data audits including cross-cutting
indicators to ensure that the organisation is working with reliable data and
working with partners to ensure the quality of partnership data.

* A training programme established to ensure that staff understand their role in
delivering high quality data.

» Adult Social Services and Children’s Services have put in place Quality
Assurance frameworks and operational practices to ensure data is robust with
sample audits and selected case file checking.

» A monthly programme of quality practice audits in Children’s Services.

» The Framework | support team are driving forward changes that will
significantly improve practice, process and recording for all staff in Children
and Young People.

» Monthly ‘performance clinic’ meetings with services in Adults

» Benefits and local taxation have established a Data Quality board and a
dedicated Quality Assurance Team.

» Extensive work supported by the corporate Policy and Performance team
including a mapping exercise being carried out for the benefit assessment
processes with staff, to identify any issues and address these.

» Implementation of a Performance Management and Quality Assurance System
to reduce errors and improve accuracy.
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Introduction

1 Data is one of the Council’s most important assets - it is increasingly being used
by external bodies to assess our performance. Data quality is extremely
important in Haringey as we want to be sure that information on which we base
decisions and inform our planning is robust.

2 The Audit Commission now assesses councils on the quality of their performance
data under the Use of Resources element of the Comprehensive Area
Assessment This means that at every stage we need to ensure that records are
accurate and that management information - especially that used for
performance indicators - is accurate so that performance information is correct.

Purpose and aim

3 The purpose of this Data Quality strategy is to set out an approach that will
ensure that the data we use is fit for purpose and represents an accurate
and consistent picture of the council’s and joint partnership activities.

4 Our aim is for high-quality data to be an integral part of the council’s
operational, performance management and governance arrangements so
that it drives service improvement and informs policy.

5 For the purposes of this strategy the following definitions will be used:’

e Data: Numbers, words or images that have yet to be organised or analysed to
answer a specific question.

¢ Information: Produced through processing, manipulating and organising data
to answer questions, adding to the knowledge of the receiver.

¢ Knowledge: What is known by a person or persons. This involves
interpreting information received, adding relevance and context to clarify the
insights the information contains.

Scope
6 The scope of this strategy applies to:
e all council employees who need to provide, use or access data
¢ all information that is entered onto a manual or computerised system
within the Council, whether centrally or locally maintained
e all partners and contractors with whom the Council provides services

! Definitions from The Audit Commission's Improving Information to Support Decision Making: Standards for Better
Quality Data (external link)

January 2009 Page 2 of 11
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The National Context

7 The 2006 Local Government White Paper, Strong and Prosperous Communities,
and the Local Government and Public Involvement in Health Act 2007 have set a
new performance framework for local services, the Comprehensive Area
Assessment (CAA). The CAA will rely greatly on data quality as performance
information will be used to inform ratings of the local authority. The expectation
will also be for public services to use information to reshape services and to
account to local people for performance (Duty to Involve).

8 The introduction of the Comprehensive Area Assessment (CAA), from 2009,
will re-enforce the importance of reliable information. Under the CAA data
quality is a key theme within the Use of Resources assessment. Specifically the
‘Governing the Business’ theme recognises ‘the vital importance of fit for purpose
data and information to support decision making’. KLOE 2.2 of the Use of
Resources focuses predominantly on arrangements for securing data quality and
using fit for purpose information.

9 In November 2007, the Audit Commission published “Standards for Better Data
Quality”, for adoption on a voluntary basis by public bodies.? In summary, the six
key characteristics of good quality data detailed in this report were:

e Accuracy — data should be sufficiently accurate for their intended purposes

¢ Validity — data should be recorded and used in compliance with relevant requirements,
including the correct application of any rules or definitions

¢ Reliability — data should reflect stable and consistent data collection processes across
collection points and over time

e Timeliness - data should be captured as quickly as possible after the event or activity and
be available for the intended use quickly and frequently enough to support information
needs and to influence service or management decisions.

¢ Relevance — data should be relevant to the purposes for which they are used. This entails
periodic review of requirements to reflect changing needs.

e Completeness — data requirements should be clearly specified based on the information
needs of the body and data collection processes matched to these requirements

10 The approach set out in this strategy aims to use these standards, which are
based on good practice, flexibly and proportionately.

2 The Audit Commission's Improving Information to Support Decision Making: Standards for Better Quality
Data (external link) is a useful guide to the subject of data quality.
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The Haringey Context

In the 2008 Use of Resources and Data Quality assessment the council was
judged as performing well in terms of data quality. The report states that
‘corporate systems for collecting, recording, analysing and reporting performance
data are robust and well designed. Processes for collecting and reporting this
data are clearly aligned to the Council’s priorities and objectives.” The report
makes a number of recommendations which are taken forward in this strategy.

This strategy will help us deliver effective services and manage the delivery of

our targets.

Outcomes and Objectives
The outcomes we are aiming to achieve through this strategy are:

Outcome 1:
Data is accurate and reliable on which to base policies and decisions.

Outcome 2:
There is clear accountability for good quality data — everyone recognises
the need for good data quality and how they contribute to delivering it.

Outcome 3:
Staff have the knowledge and competencies to produce, interpret and
analyse good quality data

The table in Appendix 1:

e outlines the 13 objectives under each of these key outcomes

e assesses what is already in place — based on our independent annual data
quality audit

e Sets out what needs to be done to achieve our desired outcomes in delivering
this Data Quality Strategy.

An action plan, shown in Appendix 2 lists the activities we will undertake in the
coming year to achieve each objective.

January 2009 Page 4 of 11
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Our Approach to Data Quality

16 Our approach to Data Quality is based on the six key characteristics of good
quality data identified by the Audit Commission (see paragraph 9).

17 The diagram below outlines how we will manage data quality in Haringey from

the identification of risk areas through to reporting processes to senior
management and then implementation of actions to address any issues raised.

Data Quality Audit Approach

, i Previous i '
Risk Service Source of : Previous | Analysis of Management
\dentification outcomes data audits/ | Year'sUoR | data- concens

concerns inspections | assessment | (Variances)

VARVERVERY,

Data Quality Accuracy Validity Reliability Timeliness Relevance
Checks / Completeness
audits

Take action to improve
data quality
& report outcome

Report to DMTs &
CEMB

Review and Analyse
action :> Findings

Note: Joint indicator audits will be reported to the HSP Performance
Management Group.

January 2009 Page 5 of 11



18

19

20

21

22

23

Page 136

Data Quality Audits

Data quality audits are a key element of this strategy. Their purpose is to ensure
that data is fit-for-purpose by assessing representative samples of data against
the six data quality dimensions defined by the Audit Commission (see paragraph
9).

We have developed a methodology for carrying out these audits based on Audit
Commission guidance. The audits will be carried out by experienced
performance analysts with a good knowledge of the performance indicators and
the council. The Council’s Policy and Performance Team has responsibility for
the completion of the programme of audits.

Appendix 3 shows a timetable of audits to be undertaken in the coming year. As
data quality audits are resource intensive, prioritisation will be risk based and
informed by:

concerns around service outcomes

the data source

previous audits/inspections

previous year's Use of Resources assessment
analysis of national and local indicator data
management concerns

Responsibility for the signing off of performance indicators will sit the appropriate
Director for the service.

Directors will be accountable for ensuring actions resulting from data quality
audits are addressed in a timely fashion.

The robustness of data used by the Haringey Strategic Partnership or other
partnerships is equally crucial to the Council and as from April 2009 will be tested
by the Area Assessment. For this reason this strategy and action plan proposes
joint data quality audits of key partnership indicators.

January 2009 Page 6 of 11
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Data Quality Responsibilities

Responsibility for data quality does not lie with any one single individual but with
each and every member of staff at all levels within the council. The following
table outlines the specific key responsibilities and accountabilities for all
employees around data quality.

Role Responsibilities

All employees » Accurate and timely recording of data on appropriate systems
= Performance appraisals to set out individual specific responsibilities
regarding data quality

Directorate = Knowledge of relevant Performance Indicator definitions and guidance
Performance » Ensure compliance with indicator definitions and guidance.
Officers/ = Input accurate information onto Covalent
Managers = Up-to-date record keeping (not entered in a block)

= Maintain a robust control environment

= |dentify and rectify gaps in control environment

» Training/guidance
Corporate * Maintain and update Data Quality Strategy action plan.
Performance » Co-ordinate risk assessment of systems and PI Audits, liaising with

Manager internal and external auditors and performance leads

= Ensuring improvements have been implemented

=  Communicating the commitment to Data Quality

= Reporting progress on Data Quality to monthly performance review
meetings and CEMB

Head of Service » Ensuring the data is accurate for their service for presentation to Director
for sign-off
= Ensuring that actions arising from data quality audits are satisfactorily
addressed
Departments = OQverall responsibility for sign off of data and the reliability of performance
(Directors) information presented at CEMB and completion of actions arising from

data quality audits.

Performance Management Framework and System

The Council has in place a performance management framework which was
refreshed in 2008/09. Our auditors have judged this as meeting level 4
requirements, stating that ‘it sets out a clear policy framework and establishes
clear expectations and requirements for officers and members’. This Data
Quality Strategy complements the Performance Management Framework.

In 2008, the Council procured the Covalent Performance Management
Information System to capture, monitor and report performance data at several
levels in the local authority and our partners. The system will go live in early 2009
and will increase the sophistication and efficiency of our data collection and
contribute greatly to the quality of data across the Council.

January 2009 Page 7 of 11
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Ensuring Value for Money

The cost of collection, storing and collating data can be very high and there is
often a trade-off between cost, accuracy and timeliness. Our aim is to be clear
about the purpose of the data collected and its use. Where possible we will
ensure data is collected using the COUNT principle — Captured Once and Used
Numerous Times.

Information Governance

This Data Quality Strategy has been developed to ensure that the way we use
data complies with the principles of effective information governance as
embodied in the Data Protection Act.

The Data Protection Act is the legal framework that ensures personal information
held by all organisations, including councils, is used fairly and lawfully. Under the
Act, councils are required to ensure that only information for which use has been
specified is held and that the information is held securely and only for an
appropriate amount of time.

Equalities Impact

The use of good data quality to inform decision making and service delivery is
key in ensuring vulnerable groups are not discriminated against in any way. It is
essential in the monitoring of the national and local priorities and in ensuring that
the Council meets it obligations under Equalities Public Duties Scheme.

Monitoring and Review

This strategy covers a three period from 2009 to 2012. The data quality action
plan (Appendix 2) will be updated every year to reflect findings of the annual
Data Quality audit and any data quality issues that may arise during the year.

Next steps

The development of this Data Quality Strategy is the first stage in developing an
overarching information management framework for the Council. This is already
underway as part of the work of the Information and Knowledge Management
Stream Board within the Achieving Excellence Programme. Work is also
underway to develop area based data and the data quality strategy will apply to
that.

In addition, links need to be made with the development of the corporate
Geographical Information Systems and the development and implementation of
Council-wide policies and procedures for records management, in particular with
regard to data storage.

January 2009 Page 8 of 11



Outcomes and Objectives

Appendix 1

Outcome 1: Data is accurate and reliable on which to base policies and decisions

Obijective

What we have in place °

What needs to be done

1.1 Ensure that appropriate
systems are in place for the
collection, recording,
analysis and the reporting of
the data is used to monitor
performance.

Corporate systems for collecting, recording,
analysing and reporting performance data are
robust and well designed. Processes for collecting
and reporting this data are clearly aligned to the
Council's priorities and objectives, and the data
collected supports review of progress towards
these and delivery of business plans.

There is a need for increased sophistication and
efficiency within our corporate data collection
systems. To address this, a procurement exercise
is currently taking place for implementation of a
web-based performance management application
(Covalent).

1.2 Ensure effective
arrangements for monitoring
and review of data quality
are in place

Data quality is reviewed and monitored through a
number of separate mechanisms, including annual
self-assessment and challenge from the corporate
performance team. Data quality issues are also
identified and addressed through corporate
performance processes.

Establish a formal programme of annual risk
assessments of performance indicators

Embed provision for data quality checks to be
undertaken from collection to reporting within new
governance structure for the HSP, linked to the
performance management framework.

1.3 Establish effective
controls to ensure that
information systems produce
the quality of data needed to
report on performance and
inform decision making

There is a well-defined sequence of controls for
corporate performance data both at a corporate
level and within source systems at service level.
The Council's self-assessment process for BVPI
and key CPA indicators provides a good level of
control on an annual basis

Implementation of Covalent application should
ensure that controls are designed adequately and
proportionally to ensure that high-quality data is
recorded on the system (e.g. workflow
functionality). Subsequent reviews should assess
the effectiveness of these controls.

1.4 Specify standards for
shared data or data supplied
by third parties.

Developing the Council's approach to data quality
within partnerships is a key issue, which cuts
across most areas of this review. The Council is
already implementing new approaches to
governance and performance management within
the local strategic partnership.

Develop a formal data sharing protocol which
specifies the responsibilities of all partners to
provide data which is ‘fit for purpose’ to give HSP
confidence in quality of all of the data that it uses
Ensure that where services are contracted out,
agreements are in place that specify reporting
requirements and the quality of reported data.

3 What we have in place and what needs to be done is taken from our external 2008 Annual Data Quality Audit. For detailed actions see Action

Plan (Appendix 2).
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Outcome 2: There is clear accountability for good quality data — everyone recognises the need for good data quality and how they

contribute to delivering it.

Objective

What we have in place

What needs to be done

2.1 Establish robust security
arrangements for
performance information
systems

The Council has good arrangements in place to
ensure resilience and continuity for business-
critical performance information systems. Manuals
and process maps have been developed, and
business continuity / disaster recovery plans are in
place.

Establish more robust assurance over all external
processes through which information is provided.
Develop and implement Council-wide policies and
procedures for data storage and record
management.

2.2 Ensure responsibility for
data quality is clearly defined

Responsibility for data quality is clearly assigned at
top management level. Data quality issues are
considered by senior management through a range
of different review and monitoring mechanisms.

Include data quality issues as part of the member
training induction on performance and budget
management.

Integrate data quality considerations into all
planning, monitoring and reporting processes.

2.3 Ensure clear data quality
objectives are set and
formally documented.

The strategic importance of data quality is clearly
understood, and is reflected in key corporate
documents. Haringey's performance framework
highlights the need "to be sure that information on
which we base decisions and inform our planning
is robust." The Council has a culture that focuses
on achieving high-quality performance information.

Establish formal data quality objectives for the
organisation through development and
implementation of a data quality strategy for all
individual departments or functions.

Extend data quality strategy throughout Haringey
Strategic Partnership (HSP).

2.4 Define a clear
organisational policy for data
quality supported by current
operational procedures and
guidance

The new performance management framework
sets out a clear policy framework and establishes
clear expectations and requirements for officers
and members.

The Council's new performance framework meets
the key requirements for level 4 in effect, but was
approved just after the end of the financial year
(although services have been operating in line with
the principles set out for some time).

2.5 Ensure that data quality
policies and procedures are
followed by staff and applied
consistently throughout the
organisation

The new performance framework is supported by
detailed guidance for officers and members, which
has been published internally. There is also an
internal network of performance specialists who
have been effective in tackling data quality issues
within services.

Embed the new "strategic partnership code of
corporate governance" within the HSP
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Outcome 3: Staff have the knowledge and competencies to produce, interpret and analyse good quality data

3.1 Ensure the
responsibilities for achieving
data quality are
communicated clearly

Performance staff throughout the council have
clearly identified roles and responsibilities in their
job descriptions and staff are clear about their
responsibilities in relation to data quality. The
Council has a network of performance
representatives for each service and department,
and these officers play a key role in championing
performance and data quality issues.

» There are no specific improvement opportunities

identified in this area.

3.2 Ensure that staff with
data quality responsibility
have the necessary skills.

Data quality training is provided to key
performance staff through periodic performance
workshops and regular network meetings. Data
quality is a component of the new staff induction
process. The Council operates a range of key
performance systems, including SAP, Framework |
and Respond. A training programme for users
supports each of these systems.

Carry out needs analysis of which staff require data
quality training and extent of training needed.
Develop a training programme to ensure these
needs are being, or should be met.

3.3 Establish arrangements
to ensure data supporting
performance information is
also used to manage and
improve the delivery of
services.

Haringey have a sophisticated performance
reporting framework, which effectively supports
service improvement at a strategic and operational
level.

No specific improvement opportunities were
identified.

3.4 Develop effective
validation procedures to
ensure the accuracy of data
used in reported
performance indicators.

Audit trails for BVPIs and key CPA indicators are
captured through the Council's annual self-
assessment process. This requires responsible
managers to approve all values before reporting.
The Council has not had any reservations arising
from the BVPI audit in recent years, suggesting
that definitions are usually applied correctly.

Establish a risk-based corporate system for
proportional verification of all externally reported
data.

Develop a formal, documented procedure for
checking externally reported indicators.

11 obed
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Haringey Council [N 0] .] Agenda ltem

Audit Committee On 1st February 2010

Report Title. Progress Report on Counter Fraud Activity Relating to Housing
Benefit and Council Tax Benefit.

Report of : Gerald Almeroth, Chief Financial Officer

Signed :

Contact Officer : lan Biggadike, Head of Benefits and Local Taxation (020 8489 3854)

Wards(s) affected: All Report for: Information Only

Purpose of the report

To advise and update Members on the Counter Fraud performance of the Benefit
and Local Taxation Service from the 1°'October 2009 — 31st December 2009.

Introduction by Cabinet Member (if necessary)
N/A

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

The Council has a published Anti-Fraud and Corruption Strategy. The activities
stated in this report directly relate to the Council maintaining effective counter -
fraud activities as defined by this strategy The requirement to maintain effective
counter fraud activities is a requirement of the Corporate Area Assessment as
defined by the Key Lines of Enquiry — Service Outcomes for Users and the
Community

Recommendations

That Members consider and note this report and the work being carried out by
the Benefits and Local Taxation Service in relation to Counter Fraud activity.

Reason for recommendation
For Members to remain informed of the activity of the Fraud Investigations Team
and are able scrutinise this accordingly.

Other options considered
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Not applicable

Summary
The Benefits and Local Taxation Service continues to maintain and further
develop an effective approach to counter benefit fraud activity.

Since April 2009 BLT has achieved 53 successful sanctions against those found

to be committing benefit fraud. During quarter 3 2009/10 BLT achieved 23
sanctions and has a further 11 cases referred for prosecution.

Key work priorities for the Fraud Investigation Team are prosecutions, the
National Fraud Initiative, Housing Benefit Matching Service, pro-active operations
with the Police and Homelessness and joint working with the Department for
Work and Pensions.

Chief Financial Officer Comments

The Chief Financial Officer notes the contents of this report and confirms that the
benefit counter fraud activity undertaken is provided within the overall benefits &
local taxation cash limit.

Head of Legal Services Comments

The Head of Legal Services has been consulted in the preparation of this report,
and advises that there are no specific legal implications which arise out of the
contents.

Legal Services will continue to support Benefits and Local Taxation, in terms of
advice and prosecution work, in order to maximise the level of Government
subsidy available for recovering overpaid housing benefit.

Head of Procurement Comments — [ Required for Procurement Committee]
Not applicable

Equalities &Community Cohesion Comments

The activities detailed in this report relate to the day to day work of the Fraud
Investigation Team. All counter fraud activity is undertaken with due regard and
adhesion to the Council’s Equalities and Community Cohesion policies.

Consultation
No consultation was required for the production of this report.

Service Financial Comments

The role of the Fraud Investigation Team does not attract direct financial subsidy
from Central Government as there is no specific statutory duty to maintain
counter fraud activity in respect of Housing Benefit and Council Tax Benefit.
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However, there is a clear expectation on Local Authorities to maintain effective
counter fraud activity. This is currently measured by the Corporate Area
Assessment through the Key Lines of Enquiry.

The Benefits and Local Taxation Service maintains a dedicated team to tackle
benefit fraud. The role of the Fraud Investigation Team is clearly defined in the
Council’s Counter Fraud Strategy relating the Housing Benefit and Council Tax
Benefit.

Use of appendices /Tables and photographs
Appendix 1 - Detailed breakdown of sanction cases achieved during Quarter 3
2009/10

Local Government (Access to Information) Act 1985

The background working papers are located within the BLT Fraud Section,10
Station Rd, Wood Green. The BFI Report was published in October2007 and is
available on the internet under www.bfi.gov.uk

1 BACKGROUND

1.1 Counter fraud performance is primarily judged against successful outcomes in
respect of Prosecutions and Sanction based activity. Fraud staff are
empowered to investigate suspected benefit fraud and have a range of
sanctions that can be applied to those who admit to fraud or where there is
sufficient evidence to warrant a prosecution.

1.2 The Council has adopted an Anti - Fraud and Corruption Strategy relating to
Housing Benefit and Council Tax Benefit. This specifies the type of activities
which underpin effective counter fraud activity.

2 COUNTER FRAUD ACTIVITY

2.1 Performance of the Fraud Investigation Team for the third quarter of 2009/10 is
summarised in table 1.

e Successful outcomes for 3rd quarter 2009/10 (figures in brackets are for the
equivalent period in 2008/09)

Sanction Type Number Year Status
Issued Target
Caution 12 (23) Accepted
Admin Penalty 6 (9 Accepted
Prosecution 5 @B Guilt
Total 23 (35) 35 (31)
Table 1

2.2 A more detailed breakdown of cases forwarded for prosecution and sanctions

3




2.3

2.4

2.5

2.6
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is included in appendix 1 of this report. This gives details of the type of fraud
discovered. The Fraud Team has continued to work closely with internal
agencies in order to tackle cases where criminality involving multiple services
has been undertaken.

Overall sanctions performance during quarter 3 is below the target for the
period. This is mainly due to the continued drive to increase our prosecution
numbers in order to have a deterrent effect on the continuing criminality
involved in Benefit Fraud. 16 Prosecutions have been achieved year to date
(which is twice the number as at the same time last year) and there are a further
18 cases currently identified for future prosecutions with our own Legal Team,
Solicitors Branch (DWP) and the Criminal Prosecution Service (Police). In the
final quarter of 2009/2010, the Fraud Team will concentrate on ‘lesser’
sanctions in order to increase overall sanctions performance.

The Benefits and Local Taxation Service set an annual target of 140 Sanctions
for 2009/10. To achieve its target the team would be required to identify and
sanction a further 73 cases. It is unlikely this target will be reached as, in
common with the majority of Benefit Investigation Team’s nationally, the
emphasis has changed from achieving ‘numbers’ of sanctions to dealing with
the more complex cases where criminality is involved. However, t he
resumption of HBMS data match referrals should enable the Fraud Team to
increase overall sanction performance in the final quarter. It is estimated that
we will achieve 100-110 sanctions by year end.

The Fraud Team are working in additional areas such as the continuing
Intelligence led project into fraudulent employment details provided by people
from accession state countries where sanctions are not likely because of the
mobility of the customers involved. In an initial pilot involving 200 benefit
claims — 168 claims were cancelled and. assuming an that a further 32 weeks
additional benefit would have been paid per customer, we have saved
approximately £700,000 from being fraudulently claimed.

Sanctions performance for the year to-date is contained in table 2

Successful outcomes for year to-date (2009/10)

Sanction Type Number Target Status
Issued
Caution 25 (41) Accepted
Admin Penalty 12 (20) Accepted
Prosecution 16 (8) Guilt
Total 53 (69) 105 (94)
Table 2

3 Overpaid HouSing Benefit

3.1

To date, counter fraud activity has identified £731,823 in overpaid benefit and a
further £7,294 in Administrative Penalties. Central government subsidy paid in
relation to overpayments is at a rate of 40p to the £1.00 or 40%.
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Consequently, it can be estimated that £292,729 has been generated in
subsidy, this effectively results in a 60% shortfall against benefit expenditure.

The subsidy arrangements are designed to incentivise local authorities to
recover overpaid Housing Benefit. At this present time recovery performance
in relation to all in-year created overpayments cannot be accurately stated due
to a known bug within Northgate’s software application.

4 ANTI-FRAUD AND CORRUPTION STRATEGY

4.1

4.2

4.3

4.4

4.5

The Council’s Anti-Fraud and Corruption Strategy — relating to Housing Benefit
and Council Tax Benefit is published on the Council’s website, along with the
Sanctions Policy and advice on how to refer suspected cases of benefit fraud.

The Anti-Fraud and Corruption Strategy outlines the types of activities the
Council will use to both detect and prevent benefit fraud. Since April 2008 the
Benefit and Local Taxation Service has re-focussed activities to remind benefit
claimants of the importance to report changes in their circumstances to ensure
that the right benefit is being paid.

The Fraud Investigation Team in partnership with the Homelessness
Investigations Unit has successfully made a joint bid for an integrated
Intelligence and Case Management IT system where funding has been
approved and a Project Manager recently appointed.

This software system will allow for the programmatic sharing of Intelligence
across a number of Directorates (including Safer Communities and Educational
Welfare initially) in order to highlight inconsistent information provided by
customers to different Service areas and encourage a partnership approach to
problem solving

The National Fraud Initiative has now had all 1,279 recommended matches
checked and three key areas identified for further action, namely in and out
Borough payroll cases, undeclared Students and alcohol license holders. 78
suitable Payroll cases in total and 32 alcohol licence cases initially have been
identified for full investigation and the majority of these cases should be
interviewed by the end of this financial year. 76 Student cases initially have also
been identified as suitable for investigation but it is now more likely these will
be largely interviewed in the next financial year, due to some delays
experienced in getting information from Student Loans. In addition we are
working with the Homelessness Team on some of their matches and have 8
likely Joint Prosecutions identified — with interviews or proceedings imminent
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Anonymised details of cases successfully sanctioned for period:

Quarter 3 2009/10

Appendix 1

15894D  [HBMS 24-Aug-09 £8,844.13 19-Oct-09] 22-Sep-09|Working & Claiming A £2,653.24
HBMS Saving - Undeclared
16113A  [HBMS 22-Dec-08 £5,954.66 30-Oct-09] 20-Aug-09|Earnings C £0.00
16172A _ lintelligence Led 14-Jut-09 £6,320.45 18-Oct-09] 28-Sep-09{Underdeclared Wages Used [A £1,898.38
200100G |HBMS 30-Apr-09 £0.00 16-Oct-09 HBMS Saving - Tax Credits |C £0.00
200100K [HBMS 07-Sep-09 £2,916.54 19-Oct-09]  13-Oct-09/HBMS Saving - Tax Credits {C £0.00
100100L |HBMS 27-Jul-09 £4,805.92 01-Oct-09] 17-Aug-09|HBMS Saving - Tax Credits |{C £0.00
16253A  [Other LA 22-Sep-09 £3,513.30 19-Oct-091  02-Oct-09|Definite Gone Away (100%) |A £1,053.99
200100X {HBMS 14-Aug-09 £1,550.72 16-Qct-09] 18-Jun-09|Definite Gone Away (100%) |C £0.00
20010PC |HBMS 04-Aug-09 £4,800.00 22-Qct-09] 10-Aug-09iDefinite Gone Away (100%) |C £0.00
20010PS_|HBMS 06-Aug-09 £1,356.88 27-Oct-09] 10-Aug-09{Definite Gone Away (100%) |{C £0.00
16263A _ [Processing Teams 18-Jun-09{ £12,530.00 12-Nov-09] 07-May-09|Definite Gone Away (100%) |A £1,048.15
16270A  {Processing Teams 25-Aug-09 £2,777.46]  05-Nov-09] 12-Feb-09jundeclared income C £0.00
Other Haringey Living Together- Ptnr
16324a  [Dep't 26-Oct-09 £496.33]  17-Nov-09f 29-Oct-09|working (100%) C £0.00
Other Haringey

2313%9A  |Dep't 01-Oct-08] £85,515.54] 09-Nov-09] 07-Oct-08{Undeclared Capital P £0.00
24985A  [Processing Teams 09-Sep-09 £3,852.69 26-Nov-09] 18-Sep-09|Definite Gone Away (100%) |C £0.00
16133A  [DWP 17-Nov-08 £2,202.69]  24-Aug-09] 24-Nov-08|Working & Claiming P £0.00
15921A  [Member of Public 21-dan-09] £12,794.97| 21-Dec-09] 29-Jan-09iLiving Together (75%) P £0.00
15997A  [DWP 10-Jul-08 £5,748.48]  15-Dec-09| 06-Aug-08{Working & Claiming P £0.00
16100a  |DWP 07-Oct-08| £13,630.00 14-Dec-09] 22-Jan-09|Undeclared Capital P £0.00
16273A  |Processing Teams 10-Sep-09 £1,214.06 17-Dec-09] 21-Sep-09|Student Status not Declared {C £0.00
16326a  {HBMS 24-Aug-09 £1,718.64] 15-Dec-09] 24-Aug-09{Definite Gone Away (100%) |A £515.60
16347A  |HBMS 17-Nov-09 £417.81]  07-Dec-09] 17-Nov-09{Working & Claiming A £125.28
300900 INFI 27-Nov-09 £2,067.17]  15-Dec-09] 06-Jan-10{Underdeclared Wages Used |C £0.00

£185,028.44 £7,294.64

C= Caution
A= Administrative Penalty
P= Prosecution
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Haringey <.

Audit Committee 1 February 2010

Report Title: Implementation of International Financial Reporting Standards
(IFRS) — Progress Report

Report of: Chief Financial Officer

Signed:

Gerald Almeroth

Contact Officer : Kevin Bartle, Head of Corporate Finance

Email: kevin.bartle@haringey.gov.uk  Tel: 0208 489 3743

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

1. Purpose of the report

1.1. Toinform the Committee of the progress made in respect of the implementation of
International Financial Reporting Standards (IFRS) and the actions that are
proposed in order to secure full implementation.

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

2.1.  The IFRS initiative has strong links to the Council’'s Financial Strategy and is also
a mandatory requirement with objectives and timescales that are imposed by
central government.

3. Recommendations

3.1. That the progress to date and proposed actions to ensure full IFRS implementation
be noted.
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4. Reason for recommendation

4.1. Itis necessary to demonstrate that the Council’s Audit Committee have been
informed of the progress and proposed actions in respect of implementation and
are aware of the main issues facing the Council.

5. Other options considered

5.1.  There are no other options to the actions addressed in the report. The
implementation of IFRS is mandatory and must be achieved within key milestone
dates that have been determined by the government.

6. Summary

6.1  The report sets out the background and project management arrangements in
respect of the implementation of IFRS accounting standards together with key
milestone dates that have been determined.

6.2 The workload and impact in key areas has been identified and the actions
currently in hand or proposed is identified. The sensible agreement reached with
external auditors on de minimis levels will enable the main focus to be on higher-
value, material items.

6.3  Changes to existing regulations are proposed by the Government to mitigate the
financial effect of the additional costs arising from the IFRS accounting standards.

7. Service Financial Comments

7.1.  The additional costs the Council will incur in preparing for IFRS are to be
contained within existing budgets in 2009/10. In 2010/11 the costs will be met from
a one-off investment bid in the recent Council budget making process.

8. Head of Legal Services Comments

8.1.  There are no specific legal implications in this report.

9. Head of Procurement Comments

9.1. There are no procurement issues arising from this report and the implementation of

IFRS.
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10. Equalities & Community Cohesion Comments

10.1.  There are no direct equalities and community cohesion issues arising from this

report.

11.  Consultation

11.1. No external consultation was required or undertaken in the production of this
report. Consultation has taken place with service managers in respect of the
gathering and analysis of date relevant to the initiative.

12. Use of appendices /Tables and photographs

12.1. Progress against the Project Plan is summarised in the Red/Amber/Green (RAG)
Status Action Plan at Appendix A to the report.

13 Local Government (Access to Information) Act 1985

13.1. For access to any background papers or further information, please contact
Stephen Preval or Rikin Tailor on 020 8489 3725

14 Background

14.1 The Government requires all local authorities to migrate from the current UK GAAP
accounting standards to new International Financial Reporting Standards (IFRS) in
accordance with a mandatory timescale and to prepare restated accounts in respect
of 31% March 2009 (Balance Sheet only) and 31% March 2010 (full Statement of
Accounts) prior to live implementation of IFRS with effect from 1% April 2010.The
implementation of the new standards will be subject to detailed review by the
Council’'s external auditors.

14.2 The detailed implementation requirements are set out in a Code of Practice issued
by the Chartered Institute of Finance and Accountancy (CIPFA). This Code of
Practice will, from 1% April 2010, replace the annual Statement of Recommended
Practice produced annually by CIPFA.

14.3 The Council’s planning for IFRS has been supported by Impact/Gap analyses by

the external auditors and by the supplier of the main financial management system.
These reviews have assisted in identifying the main issues to be addressed during
the implementation process.
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Resources have been provided within the 2009/10 budget to ensure that the
initiative is adequately resources and a project leader has been appointed as an
additional temporary resource to oversee and drive forward the IFRS
implementation.

Project Planning

A detailed project plan has been developed and this has been approved by the
IFRS Project Board which is chaired by the Head of Corporate Finance who is also
the project sponsor. The project has a significant impact on the Finance and
Property Services Departments and sub-project plans have been implemented
specific to these service areas.

A Project Initiation Document has been completed, signed off following approval by
the Project Board and registered with the Project Management Unit.

The Project Board meets on a monthly basis to monitor the IFRS implementation.

Project planning could have been inhibited due to the late receipt of the CIPFA
Code of Practice which was only published on 18" December 2009, however a risk
decision was taken to develop the project plan against the draft sections of the
Code that were issued for consultation and the project plan was developed on this
basis. A review of the final published Code has confirmed no variations from the
drafts. This approach has enabled a significant amount of the IFRS work to be
progressed earlier than would otherwise have been the case.

Key Milestones

The Council will be required to meet several milestone dates and these have been
built into the detailed project plan. The dates are as follows: -

a) Provision of a restated opening Balance Sheet for 31*' March 2009

A re-stated opening balance sheet for 31%' March 2009 together with
appropriate disclosure notes and accounting policies will be provided by 31°'
March 2010. This date has been determined locally and has not been
prescribed by the Government.

b) Restatement of the 2009/10 Statement of Accounts

The Council's Statement of Accounts for 2009/10 will be produced in
accordance with UK GAAP and the CIPFA SORP and then restated in
accordance with IFRS. This will involve restating not only the main financial
statements but also all disclosure notes and accounting policies. A date of
31%' July 2010 has been determined and the restated accounts will be
subject to review by the Council’'s external auditors.
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¢) Production of Whole of Government Accounts (WGA) Return for 2009/10.

The annual WGA return is a statutory return and the format and date for
submission are prescribed by the Government. For 2009/10, the return will
be compiled and submitted on an IFRS basis. In order that the return can be
audited in September 2010, it has to be completed and submitted to the
external auditors by 31%' August 2010.

d) Preparation of the 2010/11 Statement of Accounts

The Statement of Accounts for 2010/11 will be prepared on an IFRS basis
only and all internal financial records associated with the accounts
maintained in an IFRS format. The Statement of Accounts must be prepared
and approved by the Council by 30" June 2011 and audited by 30"
September 2011.

Principal Impacts and Workloads

The implementation of the IFRS accounting standards has the largest impact on the
following areas in the Council’s accounts: -

- Format of the main financial statements
— Disclosure notes and accounting policies
- Employee benefits

— Contract arrangements

— Leasing

— Property valuations

— Property componentisation.

17.1.1 Format of the Main Financial Statements

17.1.2

17.1.3

There will be significant changes in the format of the main financial statements in
the annual Statement of Accounts. Pro-forma statements have been developed
based on a model set of accounts provided by CIPFA and these will be included in
a revised IFRS-based Statement of Accounts.

Disclosure Notes and Accounting Policies

IFRS requires a significant number of new or enhanced disclosures in the
accounts and existing accounting policies will require a significant re-write in view
of the significant number of changes in the accounting standards. The revised
disclosure notes and accounting policies are being written in compliance with the
CIPFA Code of Practice.

Employee Benefits

The Council is required to identify and cost all significant employee benefits that
are accrued but unpaid at 31% March 2009 and 31* March 2010. These include
Teachers’ holiday pay, staff holiday pay, flexitime balances and overtime. The
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amounts concerned have to be accrued in the accounts at these dates. Action has
been taken to capture and cost the information for all members of staff.

Contractual Arrangements

All of the Council’s existing contract arrangements with third parties have to be
reviewed in order to identify whether or not there are any hidden leases (known as
“‘embedded leases”) associated with the delivery of services under a contract.

Any embedded leases that are identified have to be analysed to identify whether
the lease is an operating lease or a finance lease and the lease arrangements
accounted for in accordance with the CIPFA Code of Practice. The appropriate
service managers are currently scheduling and analysing these contractual
arrangements. Pro-forma documentation is being used across the board, including
schools, in order that there is a corporate and consistent approach

Leases

All existing leases are currently being reviewed as there is a need to reconsider
under IFRS whether or not leases have previously been correctly accounted for as
either operating leases or financial leases. Any changes in definition that are
identified will be made from the inception date of the lease concerned. Pro-forma
documentation is being used across the board, including schools, in order that
there is a corporate and consistent approach.

As part of this review a corporate, central database of all of the Council’s leases
will be developed in the asset management module of the SAP financial
management system.

Land and Buildings Valuations

All property assets have to be split into separate land and buildings elements and
each element separately depreciated under the IFRS accounting standards as the
land and buildings elements will, in most cases, have different useful economic
lives. All property assets are currently being re-valued in order that a full IFRS
valuation is available for the 2009/10 restated Statement of Accounts and for 1°
April 2010 which is the live implementation date for IFRS.

Buildings Components

With effect from 1% April 2010, any capital expenditure on buildings will have to be
broken down into its significant components such as the buildings themselves,
roofs, lifts plant etc. These components will be separately recorded in the
accounts and the fixed assets register and then depreciated based on their useful
economic lives. As part of the current revaluation exercise referred to at 17.1.6
above, any components that are identified will be recorded in this way.
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17.1.8 Balance Sheet Re-classifications

18

18.1

19
19.1

19.2

19.3

Certain assets or liabilities in the balance sheet have to be re-classified with effect
from the re-stated 31% March 2009 closing balance sheet in accordance with strict
[FRS definitions set out in the Code of Practice.

De Minimis Levels

In view of the potential workload involved in respect of land and buildings
revaluations, contract arrangements and leases a number of proposals were
submitted to the Council's external auditors requesting agreement for practical
and sensible de minimis levels that would enable the focus to be on higher-value,
material items. Subject to minor caveats to ensure that all high value assets are
identified, these de minimis levels have been agreed and the main ones are as
follows;-

-~ Land and building with a combined value less than £50k or a lease period
of less than 15 years to be treated as building only in the accounts and
asset register.

— Any property leases with an annual value below £50k will be de minimis
and treated as operating leases in the accounts.

— Any equipment leases with a capital value below £50k or a lease period of
less than 3 years will be de minimis and treated as operating leases in the
accounts.

— Any contract arrangements with a capital value below £50k or a contract
life of less than 3 years will be de minimis and treated as operating leases
in the accounts.

- Any category of employee benefit with an accrual cost of below £100k will
be disregarded as de minimis.

Group Accounts

International Financial Reporting Standards, similar to those incorporated within
the current Local Government SORP, require local authorities to produce group
accounts where they have subsidiary or associates entities. However, the spirit of
the international standards includes a change from the SORP in that an entity
could be treated as a subsidiary based on the Council’'s ability to control whereas
the SORP currently refers to actual control taking place.

This change in emphasis within the code means that the Council needs to review
all organisations that it has a relationship with, to ascertain whether some form of
group relationship exists, in accounting terms. More organisations may, therefore,
need to be consolidated into the Council’'s group accounts under the new
arrangements.

As a result of this, there is a possibility that the accounts of the Alexandra Park
and Palace Charitable Trust (APPCT) will be required to be grouped with the
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Council’'s accounts from financial year 2010/11. The Council’s initial view is that
this is likely to be necessary although further work is required in this area to come
to a final conclusion. If grouping of the accounts of APPCT is required one
challenging accounting issue that will require resolution is how the debt owed by
the Trust to the Council is accounted for. Currently the debt is not within the
Council's accounts, as it was previously written down. However, the debt is still
within the APPCT accounts as the Council has not fully discharged it. External
advice will be sought to assist with resolving these issues.

Changes to Regulations

The implementation of the IFRS accounting standards has a significant impact on
local authorities’ income and expenditure accounts and would therefore also
impact on the Council’'s General Fund Balance and Council Tax precept in
2010/11. The Government therefore proposes to issue changes to regulations-
The Local Authorities (Capital Finance and Accounting) (England) (Amendment)
Regulations 2010 to mitigate the impact.

Action Plan

The current position is summarised in the Red/Amber/Green (RAG) status Action
Plan at Appendix A to the report. The only concerns at this time, shown as Amber
in the action plan relate to the provision of scanned lease documents to Property
Services and Finance staff by Legal Services and the need to secure external
advice on the Group Accounts issue.

Action will be taken to address these issues. Any failure to do so could impact on
subsequent tasks such as financial analyses of operating leases and finance
leases and this, in turn, could prejudice the restatement of the 31 March 2009
Balance Sheet and Group Balance Sheet and the re-statement of the 2009/10
Statement of Accounts.
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Appendix A

Implementation of IFRS - Progress Report Action Plan

Item Target Date RAG Comments
Status

1. Review of Code | Jan 2010 Green | Code has been
of Practice from | reviewed - no
CIPFA | significant changes

from draft version.

2. De Minimis Jan 2010 Green De Minimis levels
Levels ‘ agreed with external

auditors. Details
have been issued to
all key personnel.

3. Disclosure Feb 2010 Green | A review is taking
Notes, ~ - place regarding new
Accounting disclosure
Policies & requirements and is
SORP on course to be

‘| completed by the
- | target date.

4. Contracts and Feb 2010 Green - On target to receive
Leases o all contract and
(excluding leasing related
property) documents by target

, - date.

5. Contracts and Feb 2010 Amber Leases that need to
Leases (Property be assessed have
Services) been identified by

property services.
However there is a
resource issue with
Legal Services
providing the
required
documentation in
time. This matter is
being escalated with
a view to resolution.

6. IFRS Feb 2010  Green Property services are
Revaluation of S ‘ on course to revalue
Properties properties in

accordance with
IFRS by the target
date.

7. Technical Apr 2010 The technical

Adjustments
related to
Revaluations

Green

adjustments required
on revaluations are
on course to be
completed by the
target date.
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Group Accounts | Mar 2010 Amber External advice is to
| be sought in respect
of the possible
grouping of the
accounts of
Alexandra Park and
Palace.

Employee Mar 2010 Green | Collection of the data
Benefits ‘ o in respect of
employee benefits
accruals is expected

| to be completed by

| 31’ March
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Agenda item:
Audit Committee On 01 February 2010
Report Title. Treasury Management Strategy Statement (TMSS) and Investment
Strategy 2010/11 to 2012/13
Report of: Chief Financial Officer
Signed : or -
Gerald Almeroth
Contact Officer : Kevin Bartle, Head of Corporate Finance
Telephone 020 8489 3743
Wards(s) affected: All Report for: Non Key Decision
1. Purpose of the report

1.1, To present the Treasury Management Strategy Statement 2010/11 to 2012/13 for
scrutiny prior to its adoption by the Cabinet and the Council and following its
agreement by the General Purposes Committee.

2. Recommendations

2.1 That the Treasury Management Strategy Statement and Investment Strategy
2010/11 to 2012/13 is scrutinised and comments made prior to its approval by the
Council.

2.2  That Members note the changes to the Council’'s Constitution described in section
8 of the report.
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Reason for recommendation(s)

To scrutinise the Treasury Management Strategy Statement for 2010/11 to
2012/13 for approval by Cabinet and Council.

Summary

This report sets out the Council’'s Treasury Management Strategy Statement for
2010/11 to 2012/13.

Head of Legal Services Comments

The Head of Legal Services has been consulted on the content of this report and
comments that the recommendations are within the policy agreed by Council and
consistent with the purposes of Financial Regulations. In considering the
recommendations Members must take into account the expert financial advice
available in the report and any further advice given at the meeting of the
Committee in relation to the level of risk inherent in the proposals. Certain of the
matters described in section 8 of the report will require changes to the Council’s
Constitution, principally in the Financial Regulations, and these changes will be the
subject of a more detailed report to the Constitution Review Working Group and a
resulting report to full Council.

Use of appendices

e Appendix A (shown as Appendix K to the Financial Planning Report to
Cabinet on 26 January 2010) — Treasury Management Strategy
Statement and Investment Strategy 2010/11 to 2012/13.

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

. Financial Planning Report for 2009/10 to 2011/12 reported to Council
and agreed on 23 February 2009.

. TMSS report to the General Purpose Committee on 12 January 2010.

For access to the background papers or any further information please contact
Kevin Bartle, Head of Corporate Finance, on 0208 489 3743.
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Treasury Management Strategy Statement and Investment Strategy
2010/11 to 20112/13

The Council is required to consider an annual Treasury Management Strategy
(TMSS) under the CIPFA Code of Practice on Treasury Management, which was
adopted by the Council in May 2002. CIPFA has recently issued a revised Code
of Practice in response to the turmoil in financial markets which was caused by
the 'Credit Crunch’. The Council's revised TMSS, attached to this report, contains
a number of amendments principally concerning the investment policy, scrutiny of
the TMSS and reporting requirements. The revised TMSS is recommended to the
Council for approval.

The Revised CIPFA Code of Practice on Treasury Management 2009

There are a number of changes within the new Code which are concerned
principally with the status of the Code within Public Service organisations and
reporting and scrutiny requirements as follows:

Standing Orders

CIPFA recommends that local authorities adopt, as part of their standing orders/
financial regulations, the following four clauses:

This organisation (the Council) will create and maintain, as the cornerstones for
effective treasury management: -

- a treasury management policy statement, stating the policies, objectives and
approach to risk management of its treasury management activities.

- suitable treasury management practices (TMP), setting out the manner in
which the Council will seek to achieve those policies and objectives, and
prescribing how it will manage and control those activities.

- the content of the policy statement and TMP will follow the recommendation
contained in Sections 6 and 7 of the Code, subject only to amendment where
necessary to reflect the particular circumstances of this Council. Such
amendments will not result in the organisation materially deviating from the
Code’s key principles.

The Council will receive reports on its treasury management policies, practices
and activities, including, as a minimum, an annual strategy and plan in advance
of the year, a mid-year review and an annual report after its close, in the form
prescribed in its TMP.

The Council delegates responsibility for the implementation and regular
monitoring of its treasury management policies and practices to the General
Purposes Committee, and for the execution and administration of treasury
management decisions to the Chief Financial Officer, who will act in accordance
with the organisation’s policy statement and TMP and, if he/she is a CIPFA
member, CIPFA’s Standard of Professional Practice on Treasury Management.
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The Council nominates the Audit Committee to be responsible for ensuring
effective scrutiny of the treasury management strategy and policies.

The effect of adopting the above clauses will lead to the following changes to the
current reporting arrangements.

The Council in addition to agreeing the TMSS and receiving an annual report
following closure of the accounts, it is now a requirement of the Code that a mid
year review of Treasury Management operations be submitted for consideration.

The General Purposes Committee will continue to receive quarterly reports on
the implementation and regular monitoring of the treasury management policies
and practices. In addition, it will now formulate the TMSS prior to its scrutiny by
the Audit Committee and subsequent adoption by the Council.

The Audit Committee will assume responsibility for ensuring effective scrutiny
of the TMSS prior to its consideration by the Cabinet and Council.

The Local Government Act 2003 also requires the Council to have regard to the
Prudential Code and to set Prudential Indicators for the next three years to ensure
that the Council's capital investment plans are affordable, prudent and
sustainable.

The Local Government Act 2003 and the CIPFA Prudential Code introduced a
new prudential system for local authority capital finance and came into effect on 1
April 2004. The key objectives of the code are to ensure:

- capital investment plans are affordable, prudent and sustainable;

- treasury management decisions are taken in accordance with good
professional practice; and,

- fulfilment of the above objectives by setting out prudential indicators that
must be set and monitored.

In line with the suggestion in the ODPM investment guidance, the Treasury
Management Strategy Statement and Annual Investment Strategy have been
combined into one document. This is set out in full in Appendix A and includes the
proposed prudential indicators for 20010/11 to 2012/13.

The strategy is based upon the Council's Treasury officers’ views on interest
rates, supplemented with leading market forecasts provided by the Council’s
external treasury advisor, Arlingclose. The strategy covers:

- background information on the treasury management operation;
- the balance sheet and treasury position;

- the outlook for interest rates;

- borrowing requirement and strategy;

- investment policy and strategy;
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balanced budget requirements;

the 2010/11 minimum revenue provision (MRP) statement;
reporting, and,

other items.

8.9 As stated in paragraph 8.1, the recommended amendments to the TMSS,
principally concern the investment policy, scrutiny of the TMSS and reporting
requirements. Revisions to the Investment Policy and Strategy are highlighted in
some detail for members’ attention in the paragraphs below. In relation to other
areas of the TMSS, the majority of policies and strategies remain as in previous
years; the list below sets out matters for the particular attention of members: -

The underlying need to borrow for capital purposes as measured by the
Capital Financing Requirement (CFR) together with Balances and Reserves
are the core drivers of Treasury Management activity. The CFR has been
proposed in line with the planned Capital Programme to be approved by
Cabinet and Council in February 2010;

There are no proposed changes to the Council’s Authorised Limit and
Operational Boundary for External Debt;

The Council has £125m of loans which are LOBO loans (Lender's Options
Borrower's Option) of which £60m of loans are currently in or will be in their
option state in 2010-11. In the event that the lender exercises the option to
change the rate or terms of the loan, the Council will consider the terms
being provided and also repayment of the loan without penalty. It is now
proposed that the default position will be to repay the loans;

The Minimum Revenue Provision (MRP) policy is not currently proposed for
change however the Council will wish to review the policy in consultation with
its Treasury Management Advisors in light of the Council’s medium term
financial position. Any proposal to change policy will require the approval of
Council.

Investment Policy and Strategy

8.10 The annual investment policy forms part of the TMSS set out in the appendix.
There are some changes proposed and to be considered which reflect the signs
of improvement seen in the financial sector post the ‘credit crunch’.

8.11 At present, investments in banks and building societies (on a term, at call or on a
certificate of deposit basis) are limited to UK banks and building societies that
have a minimum AA- long-term credit rating and F1+ short-term rating and are
participants in the UK Government's Credit Guarantee Scheme. This currently
limits activity to seven UK institutions all of which have maximum investment
limits of £20m at group level and term durations of a maximum of 12 months.
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Following an improvement in market conditions in the financial sector, the
Council's treasury advisors, Arlingclose, are presently recommending that in order
to diversify the counterparty list, the use of comparable non-UK banks should now
be considered for investment.

The sovereign states whose banks are recommended for inclusion are Australia,
Canada, Finland, France, Germany, Netherlands, Spain, Switzerland and the US.
The banks selected by Arlingclose have been considered after analysis and
careful monitoring of:

- Credit Ratings (minimum long-term AA-)
- Credit Default Swaps
- GDP, net debt as a percentage of GDP

- Sovereign Support Mechanism/potential support from a well resourced
parent institution; and,

- Share price.

Arlingclose has taken into account information on corporate developments and
market sentiment towards the counterparties. However, given that these
recommendations have only very recently been provided to the Council, officers
have not had the opportunity to undertake due diligence into these institutions and
consequently are unable to recommend that any of these proposed institutions be
added to the counterparty list at present.

It is anticipated that in-house due diligence will be completed by April 2010, and
that subject to a satisfactory outcome to this process, some or all of the potential
counterparties be added, potentially on the following cautionary bases:-

- Minimum credit rating AA Long-term F1+ Short Term. This compares to the
existing UK Institutions where the Council currently requires a long-term credit
rating of a minimum of AA-.

- Maximum exposure to any one institution (or group) of £10m. This compares
with the existing UK counterparty limit of £20m per institution (or group).

At present, the Council has approved investment limits of up to £10m in Money
Market Funds with a maximum exposure limit to any one fund of £5m. In
accordance with his delegated authority, the Chief Financial Officer, in
consultation and with the agreement of the General Purposes Committee, has
recently appointed three firms of Money Market Fund managers. These funds
have proved particularly useful in the management of the treasury operation in
terms of security (short-term high quality paper and deposits), liquidity (immediate
recall of cash), thereby reducing external borrowing on a number of occasions,
and yield (typically 20 basis points higher than placements with the DMO). It is
recommended, therefore, that the maximum total investment in Money Market
Funds be increased from £10m to £45m subject to a maximum exposure to any
one fund of £15m. Further explanation of Money Market Funds and their benefits
are set out in the next paragraph.
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Money Market Funds

Money Market Funds (MMFs) are pooled funds that invest in short-term debt
instruments. They provide the benefits of pooled investments, as investors can
participate in a more diverse and high-quality portfolio than they otherwise could
individually.

Each investor who invests in a money market fund is considered a shareholder of
the investment pool, a part owner of the fund.

The principal objectives of MMFs are the preservation of capital, very high
liquidity and competitive returns commensurate with security and liquidity. The
most important characteristic of a MMF is the highly diversified, high credit quality
investments in the fund.

The recommendation to extend our exposure to MMFs is based on the lower risk
associated with a diverse and high quality portfolio coupled with the liquidity
afforded by such instant access instruments.

lcelandic Investments

The administration process for the Icelandic banks in which Council deposits are
held is continuing. It is now reported that two interim payments have been
received in respect of Heritable Bank amounting to £5,726,195.44 (equivalent to
circa 29p in the pound of the deposits with that bank). The position with
investments in respect of those held in Glitnir Bank has changed in that the Glitnir
Winding Up Board recently decided not to allow priority status to local authorities’
deposit claims. A formal objection to this decision has been filed. Further
information will be provided to General Purposes Committee and Cabinet once
the position is clearer. The position in relation to Landsbanki Bank remains
unchanged.

The government has issued a regulation to allow authorities to defer accounting
for the net loss until 2010/11. The latest estimate of the impairment to be charged
to the Council’'s accounts assumes an estimated recovery of 80.6% of the total
capital sum invested in all Council Icelandic investments. This amounts to £7.1m
and will need to be written off in 2010/11. This can be funded from the capital
redemption reserve of £10m. The Council has, however, accounted for interest
not received in relation to these investments in 2008/09.

The DCLG has recently advised that Authorities can request permission to
capitalise the losses that may result from the Icelandic investments. Haringey
Council has applied for permission to capitalise the costs which would mean that
the loss could be financed over a period of up to 20 years from 2009/10.
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Recommendations

That the Treasury Management Strategy Statement and Investment Strategy
2010/11 to 2012/13 is scrutinised and comments made prior to its approval by the
Council.

That Members note the changes to the Council’s Constitution described in section
8 of the report.
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Appendix K
Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Contents

1. Background

2. Balance Sheet and Treasury Position
3. Outlook for Interest Rates

4. Borrowing Requirement and Strategy
s. Debt Rescheduling

6. Investment Policy and Strategy

7. Balanced Budget Requirement

8. 2010/11 MRP Statement
9. Reporting

10. Other Items

Annexes
1. Current and Projected Portfolio Position
2. Prudential Indicators

Interest Rate Outlook

|98}

4, Specified and non-specified Investments for use by the Council
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Appendix K
Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Background

The Chartered Institute of Public Finance and Accountancy’s Code of Practice for
Treasury Management in Public Services (the “CIPFA TM Code™) requires local
authorities to determine the Treasury Management Strategy Statement (TMSS). This
statement also incorporates the Investment Strategy. Together, these cover the financing
and investment strategy for the forthcoming financial year.

In response to the financial crisis in 2008 and the collapse of the lcelandic banks, CIPFA
has recently revised the TM Code and Guidance Notes as well as the Prudential Indicators.
The Department for Communities and Local Government (CLG) is currently in the process
of revising and updating the Investment Guidance.

CIPFA has defined Treasury Management as:

“the management of the organisation’s investments and cash flows, its banking, money
market and capital market transactions; the effective control of the risks associated with
those activities; and the pursuit of optimum performance consistent with those risks.”

The Council is responsible for its treasury decisions and activity. No treasury management
activity is without risk. The successful identification, monitoring and control of risk is an
important and integral element of its treasury management activities. The main risks to the
Council’s treasury activities are:

e Liquidity Risk (Inadequate cash resources)

e  Market or Interest Rate Risk (Fluctuations in interest rate levels)
o Inflation Risk (Exposure to inflation)

e Credit and Counterparty Risk (Security of Investments)

¢ Refinancing Risk (Impact of debt maturing in future years)

e Legal & Regulatory Risk

The strategy also takes into account the impact of the Council’s Revenue Budget and
Capital Programme on the Balance Sheet position, the current and projected Treasury
position (Annex 1), the Prudential Indicators (Annex 2) and the outlook for interest rates
(Annex 3).

The purpose of this Treasury Management Strategy Statement is to approve:

e Treasury Management Strategy for 2010-11 (Borrowing - Section 4, Debt
Rescheduling - Section 5, Investments - Section 6)

e Prudential Indicators — Annex 2 (NB - PI No. 6 - The Authorised Limit is a
statutory limit)

e MRP Statement — Section 8

* Use of Specified and Non-Specified Investments — Annex 4

Balance Sheet and Treasury Position

The underlying need to borrow for capital purposes as measured by the Capital Financing
Requirement (CFR) together with Balances and Reserves are the core drivers of Treasury
Management Activity. The estimates, based on the current Revenue budget and Capital
Programmes, are set out below:

Page 2 of 22
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Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13
31 Mar 10 31 Mar 11 31 Mar 12 | 31 Mar 13
Estimate Estimate Estimate Estimate
£000 £000 £000 £000
CFR 677,587 718.766 777471 822,786
Balances & Reserves 18.025 15,687 16.076 16.076
Net Balance Sheet 659,562 703.079 | 761395 | 806,710
Position

The Council’s level of physical debt and investments is linked to these components of the
Balance Sheet. The current portfolio position is set out at Annex 1. Market conditions,
interest rate expectations and credit risk considerations will influence the Council’s
strategy in determining the borrowing and investment activity against the underlying
Balance Sheet position.

The CFR represents the level of borrowing for capital purposes. Consequently, revenue
expenditure cannot be financed from borrowing. Net physical external borrowing should
not exceed the CFR other than for short term cash flow requirements. It is permissible
under the Prudential Code to borrow in advance of need up to the level of the estimated
CFR over the term of the Prudential Indicators. Where this takes place the cash will form
part of its invested sums until the related capital expenditure is incurred. This being the
case net borrowing should not exceed the total of the CFR in the preceding year plus the
estimates of any additional CFR for the current and next two financial years other than in
the short term due to cash flow requirements.

The move to International Financial Reporting Standards (IFRS) has implications for the
Capital Financing Requirement components on the Balance Sheet.  Analysis of the
Council’s Private Finance Initiative (PFI) schemes and Operating leases against 1IFRS
requirements may result in the related long term assets and liabilities being brought onto
the Council’s Balance Sheet. The estimates for the CFR and Long Term Liabilities will
therefore need to take into account such items. This will influence the determination of
the Council’s Affordable Borrowing Limit and Operational Boundary.

The Department for Communities and Local Government has recently consulted on
proposals to reform the council housing subsidy system. The proposed Self-financing
option would require a one-off reallocation of housing debt. As the consultation period has
only recently ended and the mechanism for debt transfer has not been determined. the
estimates set out in this strategy do not take into account any potential debt transfer that
may arise in future years.

Qutlook for Interest Rates

The economic interest rate outlook provided by the Council’s treasury advisor, Arlingclose
Ltd. is attached at Annex 3. Financial markets remain reasonably volatile as the structural
changes necessary within economies and the banking system evolve. This volatility
provides opportunities for active treasury management. The Council will reappraise its
strategy from time to time and. if needs be. realign it with evolving market conditions and
expectations for future interest rates.

Page 3 of 22
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Borrowing Requirement and Strategy

The Council’s underlying need to borrow for capital purposes is measured by reference to
its. Capital Financing Requirement (CFR) — see Annex 2. The CFR represents the
cumulative capital expenditure of the local authority that has not been financed. To ensure
that this expenditure will ultimately be financed, local authorities are required to make a
Minimum Revenue Provision for Debt Redemption (MRP) from within the Revenue
budget each year.

Capital expenditure not financed from internal resources (i.e. Capital Receipts. Capital
Grants and Contributions, Revenue or Reserves) will produce an increase in the CFR (the
underlying need to borrow) and in turn produce an increased requirement to charge MRP
in the Revenue Account.

Physical external borrowing may be greater or less than the CFR. but in accordance with
the Prudential Code. the Council will ensure that net external borrowing does not, except
in the short term, exceed the CFR in the preceding year plus the estimates of any
additional CFR for the current and next two financial years.

The cumulative estimate of the maximum long-term borrowing requirement is estimated by
comparing the projected CFR with the profile of the current portfolio of external debt and
long term liabilities over the same financial horizon, as follows:

31/03/2010 31/03/2011 31/03/2012 31/03/2013
Estimate Estimate Estimate Estimate
£000 £000 £000 £000

Capital Financing Requirement 677.587 718.766 777.47] 822.786
Less:
Existing Profile of Borrowing and ,
Other iong Term Liabilities 642.926 677.587 718.766 777471
Cumulative Maximum External 34,661 41,179 58.705 45315
Borrowing Requirement
Balances & Reserves 18,025 15,687 16.076 16,076
Cumulative Net Borrowing 16,636 25,492 42.629 29.239
Requirement/Investments

Page 4 of 22




4.5.

4.6.

4.7.

4.38.

4.9,

4.10.

4.11.

4.12.

Page 185

Appendix K
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The Council’s strategy is to maintain maximum control over its borrowing activities as
well as flexibility on its loans portfolio. Capital expenditure levels. market conditions and
interest rate levels will be monitored during the year in order to minimise borrowing costs
over the medium to longer term. A prudent and pragmatic approach to borrowing will be
maintained to minimise borrowing costs without compromising the longer-term stability of
the portfolio. consistent with the Council’s Prudential Indicators.

In conjunction with advice from its treasury advisor, Arlingclose Ltd. the Council will keep
under review the options it has in borrowing from the PWLB, the market and other sources
identified in the Treasury Management Practices Schedules — up to the available capacity
within its CFR and Affordable Borrowing Limit (defined by CIPFA as the Authorised
Limit).

The outlook for borrowing rates:

Short-dated gilt yields are forecast to be lower than medium and long-dated gilt yields
during the financial year. Despite additional gilt issuance to fund the UK government's
support to the banking industry, short-dated gilts are expected to benefit from expectations
of lower interest rates as the economy struggles through a recession. Yields for these
maturities will fall as expectations for lower interest rates mount.

The differential between investment earnings and debt costs. despite long term borrowing
rates being around historically low levels, remains acute and this is expected to remain a
feature during 2010/11. The so-called “cost of carry” associated with long term borrowing
compared to temporary investment returns means that the appetite for new long term
borrowing brings with it additional short-term costs. It is not surprising that the use of
internal resources in lieu of borrowing has been the most cost effective means of financing
capital expenditure but, at some stage. internal resources will become depleted and require
topping up.

PWLB variable rates have fallen below 1%. They are expected to remain low as the Bank
Rate i1s maintained at historically low levels to enable the struggling economy emerge
from the recession. Against a backdrop of interest rates remaining lower for longer and a
continuation of the "cost of carry” backdrop, then a passive borrowing strategy i.e. borrow
long term funds as they are required, may remain appropriate. Equally. variable rate funds
(that avoid the cost of carry) or EIP (equal instalments of principal) that mitigate the
impact are both active considerations.

Decisions to borrow at low. variable rates of interest will be taken after considering the
absolute level of longer term interest rate equivalents and the extent of variable rate
earnings on the Council’s investment balances.  When longer term rates move below the
cost of variable rate borrowing any strategic exposure to variable interest rates will be
reviewed and, if appropriate, reduced.

The PWLB remains the preferred source of borrowing given the transparency and control
that its facilities continue to provide.

The Council has £125m loans which are LOBO loans (Lender's Options Borrower's
Option) of which £50m of loans are currently in or will be in their option state in 2010-11.
In the event that the lender exercises the option to change the rate or terms of the loan, the
Council will consider the terms being provided and also repayment of the loan without
penalty.  The default position will be to repay the loans. The Council may utilise cash
resources for repayment or may consider replacing the loan(s) by borrowing from the
PWLB.
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Debt Rescheduling

The Council will maintain a flexible policy for debt rescheduling. Market volatility and
the steep yield curve may provide opportunities for rescheduling debt from time to time.
The rationale for rescheduling would be one or more of the following:
e Savings in interest costs with minimal risk
* Balancing the volatility profile (i.e. the ratio of fixed to variable rate debt) of the
debt portfolio
* Amending the profile of maturing debt to reduce any inherent refinancing risks.

In September 2009, the PWLB issued a Consultation document, entitled ‘PWLB Fixed
Rates™. where the PWLB is reviewing the frequency of rate setting (currently daily) and
could move to a live pricing basis. The deadline for the consultation period is 08/01/2010.
The likely outcome of this is a reduction in the extent of the margins between premature
repayment and new borrowing rates, particularly for longer maturities.

Any rescheduling activity will be undertaken within the Council’s treasury management
policy and strategy. The Council will agree in advance with Arlingclose the strategy and
framework within which debt will be repaid/rescheduled if opportunities arise. Thereafter
the Council’s debt portfolio will be monitored against equivalent interest rates and
available refinancing options on a regular basis. As opportunities arise. they will be
identified by Arlingclose and discussed with the Council’s officers.

All rescheduling activity will comply with the accounting requirements of the local
authority SORP and regulatory requirements of the Capital Finance and Accounting

Regulations (SI 2007 No 573 as amended by SI 2008/414).

Borrowing and debt rescheduling activity will be reported to the next meeting of the
General Purposes Committee.

Investment Policy and Strategy

Background

Guidance from CLG on Local Government Investments in England requires that an Annual
Investment Strategy (AIS) be set.

Investment Policy

To comply with the CLG"s guidance, the Council’s general policy objective is to invest its
surplus funds prudently. The Council’s investment priorities are:

o security of the invested capital:

e liquidity of the invested capital:

e an optimum yield which is commensurate with security and liquidity.

e The CLG's recent (draft) revised Guidance on investments, reiterates security and
liquidity as the primary objectives of a prudent investment policy.

The speculative procedure of borrowing purely in order to invest is unlawful.
Investments are categorised as “Specified” or *Non Specified” investments based on the

criteria in the CLG Guidance. Potential instruments for the Council’s use within its
investment strategy are contained in Annex 4.
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The credit crisis has refocused attention on the treasury management priority of security of
capital monies invested. The Council will continue to maintain a counterparty list based
on its criteria and will monitor and update the credit standing of the institutions on a
regular basis. This assessment will include credit ratings and other alternative assessments
of credit strength including monitoring of credit default swaps. share price movements and
press comment,

The Council’s current level of investments is presented at Annex 1.
Investment Strategy

The global financial market storm in 2008 and 2009 has forced investors of public money
to reappraise the question of risk versus yield. Income from investments is a key support in
the Council’s budget.

The UK Bank Rate has been maintained at 0.5% since March 2009. Short-term money
market rates are likely to remain at very low levels which will have a significant impact on
mvestment income. However. the vield curve is relatively steep and opportunities will be
taken to exploit this situation. Although cognisant of this development, the Council’s
strategy will continue to adhere to it’s principal objective of security of invested monies.

The Chief Financial Officer under delegated powers, will undertake the most appropriate
form of investments in keeping with the investment objectives, income and risk
management requirements and Prudential Indicators. Decisions taken on the core
investment portfolio will be reported to the General Purposes Committee on a quarterly
basis.

Investments managed in-house:

The Council’s shorter term cash flow investments are made with reference to the outlook
for the UK Bank Rate and money market rates.

In any period of significant stress in the markets, the default position is for investments to
be made with the Debt Management Agency Deposit Facility.

Currently the Council has restricted its investment activity to:

The Debt Management Agency Deposit Facility (The rates of interest from the DMADF
are below equivalent money market rates. However, the returns are an acceptable trade-
oft for the guarantee that the Council’s capital is secure)

o AAA rated Money Market Funds with a Constant Net Asset Value (CNAV)

e Deposits with other local authorities

¢ Business reserve accounts and term deposits

¢ Bonds issued by Multilateral Development Banks

Annex 4 contains a breakdown of the current counterparties, instruments, instruments and
limits in operation.

At present, investments in banks and building societies (on a term, at call or on a certificate
of deposit basis) are limited to UK banks and building societies that have a minimum AA-
long-term credit rating and Fl+ short-term rating and are participants in the UK
Government's Credit Guarantee Scheme. This currently limits activity to seven UK
institutions all of which have maximum investment limits of £20m at group level and term
durations of'a maximum of 12 months. These institutions are set out in Annex 4.
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Following an improvement in market conditions in the financial sector, the Council’s
treasury advisors. Arlingclose. are presently recommending that in order to diversity the
counterparty list, the use of comparable non-UK banks should now be considered for
investment.

The sovereign states whose banks are recommended for inclusion are Australia. Canada.
Finland. France, Germany, Netherlands, Spain. Switzerland and the US. The banks
selected by Arlingclose have been considered after analysis and careful monitoring of:-

- Credit Ratings (minimum long-term AA-):

- Share price (of the institution);

- Credit Default Swaps:

- GDP, net debt as a percentage of GDP:

- Sovereign Support Mechanism/potential support from a well resourced parent
institution,

Arlingclose has taken into account information on corporate developments and market
sentiment towards the counterparties. However. given that these recommendations have
only very recently been provided to the Council. officers have not had the opportunity to
undertake due diligence into these institutions and consequently are unable to recommend
that any of these proposed institutions be added to the counterparty list at present.

It is anticipated that in-house due diligence will be completed by April 2010, and that
subject to a satisfactory outcome to this process. some or all of the potential counterparties
be added. potentially on the following cautionary bases:-

- Minimum credit rating AA Long-term F1+ Short Term (or equivalent). This
compares to the existing UK Institutions where the Council currently requires a  long-
term credit rating of a minimum of AA-.

- Maximum exposure to any one institution (or group) of £10m. This compares
with the existing UK counterparty limit of £20m per institution (or group).

At present, the Council has approved investment limits of up to £10m in Money Market
Funds with a maximum exposure limit to any one fund of £5m. In accordance with his
delegated authority. the Chief Financial Officer, in consultation and with the agreement of
the General Purposes Committee, has recently appointed three firms of Money Market
Fund managers. These funds have proved particularly useful in the management of the
treasury operation in terms of security (short-term high quality paper and deposits).
liquidity (immediate recall of cash), thereby reducing external borrowing on a number of
occasions, and yield (typically 20 basis points higher than placements with the DMO). The
maximum total investment in Money Market Funds is increased from £10m to £45m
subject to a maximum exposure to any one fund of £15m. Annex 4 reflects this change.

To protect against a prolonged period of low interest rates, [-year deposits and longer-term
secure investments will be actively considered within the limits the Council has set for
Non-Specified Investments (see Annex 4). The longer-term investments will be likely to
include:

* Supranational bonds (bonds issued by multilateral development banks): The joint

and individual pan-European government guarantees in place on these bonds provide
security of the principal invested. Even at the lower yields likely to be in force. the
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return on these bonds will provide certainty of income against an outlook of low official
interest rates.

e UK government guaranteed bonds and debt instruments issued by banks/building

societies: The UK Government’s 2008 Credit Guarantee Scheme permits specific UK
institutions to issue short-dated bonds with an explicit government guarantee. The bonds
are issued at a margin over the underlying gilt and would be a secure longer-term
investment option.

Investments which constitute capital expenditure

Investments meeting the definition of capital expenditure can be financed from capital or
revenue resources. They are also subject to the CLG's Guidance on “non-specified
investments™. Placing of such investments has accounting, financing and budgetary
implications. Whilst it is permissible to fund capital investments by increasing the
underlying need to borrow. it should be noted that under the CLG’s MRP Guidance, MRP
must be applied over a 20 year period.

The Council has determined a maximum of £60m limit to investments which constitute
capital expenditure.

All investment activity will comply with the accounting requirements of the local authority
SORP.

Balanced Budget Requirement

The Council complies with the provisions of Section 32 of the Local Government Finance
Act 1992 to set a balanced budget.

2010/11 MRP Statement

For many years local authorities have been required by Statute and associated Statutory
Instruments to charge to the Revenue Account an annual provision for the repayment of
debt associated with expenditure incurred on capital assets, This charge to the Revenue
Account was referred to as the Minimum Revenue Provision (MRP).

In February 2008 the Local Authorities (Capital Finance and Accounting) (England)
(Amendment) Regulations 2008 [Statutory Instrument 2008/414] were approved by
Parliament and became effective on 31 March 2008. These regulations replace the formula
based method for calculating MRP which existed under previous regulations under the
Local Government Act 2003. The new regulations require a local authority to determine
each financial year an amount of MRP which it considers to be prudent. Linked to this
new regulation. the Department of Communities and Local Government (CLG) has
produced Statutory Guidance which local authorities are required to follow, setting out
what constitutes a prudent provision.

The CLG Guidance recommends that before the start of the financial year. a statement of
MRP policy for the forthcoming financial year is approved by the full Council.

The broad aim of the Policy is to ensure that MRP is charged over a period that is
reasonably commensurate with the period over which the capital expenditure which gave
rise to the debt provides benefits. In the case of borrowing supported by Revenue Support
Grant. the aim is that MRP is charged over a period reasonably commensurate with the
period implicit in the determination of that grant. MRP is not required to be charged to the
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Housing Revenue Account. Where a local authority’s overall CFR is £nil or a negative
amount there is no requirement to charge MRP.

MRP Options:

Four options for prudent MRP provision are set out in the CL.G Guidance. Details of each
are set out below with a summary set out in Table 1:

Option 1 — Regulatory Method:

This method replicates the position that would have existed under the previous Regulatory
environment. MRP is charged at 4% of the Authority’s underlying need to borrow for
capital purposes: the Capital Financing Requirement (CFR). The formula includes an item
known as ~Adjustment A™ which was intended to achieve neutrality between the CFR and
the former Credit Ceiling which was used to calculate MRP prior to the introduction of the
Prudential System on I April 2004. The formula also took into account any reductions
possible related to commutation of capital related debt undertaken by central government.

Option 2 — CFR Method:

This method simplifies the calculation of MRP by basing the charge solely on the
authority’s CFR but excludes the technical adjustments included in Option 1. The annual
MRP charge is set at 4% of the non-housing CFR at the end of the preceding financial
year.

Option 3 — Asset Life Method:

Under this method MRP is determined by the life of the asset for which the borrowing is
undertaken. This can be calculated by either of the following methods:
(a) Equal Instalments: where the principal repayment made is the same in

each year, or

(b) Annuity: where the principal repayments increase over the life of the
asset

MRP commences in the financial year following that in which the expenditure is incurred
or, in the year following that in which the relevant asset becomes operational. This enables
an MRP ~holiday™ to be taken in relation to assets which take more than one year to be
completed before they become operational.

The estimated life of the asset will be determined in the year that MRP commences and
will not be subsequently revised. However, additional repayments can be made in any year
which will reduce the level of payments in subsequent years.

If no life can be reasonably attributed to an asset. such as frechold land. the life is taken to
be a maximum of 50 years. In the case of freehold land on which a building or other
structure is constructed. the life of the land will be treated as equal to that of the structure.
where this would exceed 50 years.

In instances where central government permits revenue expenditure to be capitalised. the
Statutory Guidance sets out the number of years over which the charge to revenue must be
made.
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Option 4 - Depreciation Method
The deprecation method is similar to that under Option 3 but MRP is equal to the
depreciation provision required in accordance with proper accounting practices to be
charged to the Income and Expenditure account.
Conditions of Use

The CLG Guidance puts the following conditions on the use of the four options:

Options | and 2 can be used on all capital expenditure incurred before 1 April 2008
and on Supported Capital Expenditure on or after that date.

Options 3 and 4 are considered prudent options for Unsupported Capital Expenditure

on or after 1 April 2008.These options can also be used for Supported Capital
Expenditure whenever incurred.

Policy

The policy will be to use Option 1 (Regulatory Method) for supported borrowing and

Option 3 (Asset Life Method) for unsupported borrowing.

Reporting on the Treasury Qutturn

The Chief Financial Officer will report on treasury management activity/ performance as
follows:

(a) Quarterly to the General Purposes Committee against the strategy approved
for the year.

(b) The Council will receive a mid-year report and an outturn report on its treasury
activity no later than 30" September after the financial year end.

(¢) The audit committee will be responsible for the scrutiny of treasury
management activity and practices.

Other items

Member Training

CIPFA’s revised Code requires the Chief Financial Officer to ensure that all members
tasked with treasury management responsibilities, including scrutiny of the treasury
management function, receive appropriate training relevant to their needs and understand
fully their roles and responsibilities.
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ANNEX 1

EXISTING PORTFOLIO PROJECTED FORWARD

Balances at | Estimates at | Estimates at
31 March 09 | 31 March 10 | 31 March 11
£000 £000 £000
External Borrowing:
Fixed Rate - PWLB 520,572 564,470 614,779
Fixed Rate — Market 3 5 130.475 130.475
Variable Rate — PWLB - - -
Variable Rate — Market - - -
Other long-term liabilities 42.984 41.310 39.545
Total External Debt 694.031 736,255 784,799
Investments:
Managed in-house
Deposits and monies on call 99,731 65,000 65,000
Total Investments 99,731 65.000 65,000
Net Borrowing position 294300 671.253 719.799
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ANNEX 2
PRUDENTIAL INDICATORS 2010/11 TO 2012/13

Background:

There is a requirement under the Local Government Act 2003 for local authorities to have
regard to CIPFA’s Prudential Code for Capital Finance in Local Authorities (the “CIPFA
Prudential Code™) when setting and reviewing their Prudential Indicators. It should be noted
that CIPFA undertook a review of the Code in early 2008. The outcome from that review has
now been published and there are no material changes to the Prudential Indicators.

Net Borrowing and the Capital Financing Requirement:

This is a key indicator of prudence. In order to ensure that over the medium term net borrowing
will only be for a capital purpose, the local authority should ensure that the net external
borrowing does not, except in the short term, exceed the total of capital financing requirement
in the preceding year plus the estimates of any additional capital financing requirement for the
current and next two financial years.

The Chief Financial Officer reports that the authority had no difficulty meeting this
requirement in 2009/10. nor are there any difficulties envisaged for future years. This view
takes into account current commitments, existing plans and the proposals in the approved
budget.

Estimates of Capital Expenditure:

This indicator is set to ensure that the level of proposed capital expenditure remains within
sustainable limits and, in particular, to consider the impact on Council Tax and in the case of
the HRA. housing rent levels.

No. 1 |Capital Expenditure 2009/10 2009/10 2010/11 2011/12 2012/13
Approved Revised Estimate Estimate Estimate
£000 £000 £000 £000 £000
Non-HRA 149.280 121.98] 95,956 60,590 46,537
HRA* 49.725 60.479 52,642 63,142 54,498
Total 199,005 182,460 148,598 123,732 101,035
3.2 Capital expenditure will be financed as follows:
Capital Financing 2009/10 2009/10 2010/11 2011/12 2012/13
Approved Revised Estimate Estimate Estimate
£000 £000 £000 £000 £000
Capital receipts 9.837 7.752 5,520 14,423 15,477
Government Grants 111,038 88,465 67,160 23,730 10.250
Other Grants etc 7.785 17,986 4,943 4.377 7.329
Major Repairs Allowance 12,407 18,966 12,909 12,909 12,909
Revenue contributions 12,330 5,393 7,757 400 200
Supported borrowing 42,186 39.771 40,497 59,893 54.870
Unsupported borrowing 3,422 4.127 9.812 8,000 0
Total 199,005 | 182,460 148,598 | 123,732 101,035
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4. Ratio of Financing Costs to Net Revenue Stream:
4.1 This is an indicator of affordability and highlights the revenue implications of existing and
proposed capital expenditure by identifying the proportion of the revenue budget required to
meet borrowing costs. The definition of financing costs is set out at paragraph 87 of the

Prudential Code.

4.2 The ratio is based on costs net of investment income.

Appendix K

No. 3 |Ratio of Financing Costs to 2009/10 2009/10 2010/11 2011/12 2012/13
Net Revenue Stream Approved Revised Estimate Estimate Estimate
Yo Yo Yo & Yo
Non-HRA 5.20 5.35 4.67 435 4.37
HRA 33.59 32.77 33.39 32.47 30.85

5. Capital Financing Requirement:

5.1 The Capital Financing Requirement (CFR) measures the Council’s underlying need to borrow
for a capital purpose. The calculation of the CFR is taken from the amounts held in the
Balance Sheet relating to capital expenditure and its financing. It is an aggregation of the
amounts shown for Fixed and Intangible assets. the Revaluation Reserve. the Capital
Adjustment Account. Government Grants Deferred and any other balances treated as capital
expenditure.

No. 3 |Capital Financing 2009/10 2009/10 2010/11 2011/12 2012/13
Requirement Approved Revised Estimate Estimate Estimate
£000 £000 £000 £000 £000
INon-HRA 226,850 228.256 229.702 238.874 242,600
HRA 449,242 449,331 489.064 538.597 580,186
Total CFR 676,092 677,587 718,766 777,471 822,786
5.2 The year—on-year change in the CFR is due to the following
Capital Financing Requirement 2009/10 2010/11 2011/12 2012/13
Revised Estimate Estimate Estimate
£000 £000 £000 £000
Balance B/F 642.926 677,587 718,766 777.471
Capital expenditure financed 43.898 50,309 67.893 54.870
from borrowing (per 3.2)
Revenue provision for debt (9.237) (9.130) (9.188) (9,555)
Redemption.
Other items
Balance C/F 677,587 718,766 777,471 822,786

6. Actual External Debt:

6.1 This indicator is obtained directly from the Council’s balance sheet. It is the closing balance for
actual gross borrowing plus other long-term liabilities. This Indicator is measured in a manner
consistent for comparison with the Operational Boundary and Authorised Limit.
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No.4 Actual External Debt as at 31/03/2009 £m
Borrowing 651.0
Other Long-term Liabilities 43.0
Total 694.0

7. Impact of Capital Investment Decisions:

7.1 This is an indicator of affordability that shows the impact of capital investment decisions on
Council Tax and Housing Rent levels. The impact is calculated by comparing the total revenue
budget requirement of the current approved capital programme with an equivalent calculation
of the revenue budget requirement arising from the proposed capital programme. The full
council tax and housing rent figures are shown below for information.

No.5 Impact of Capital Investment 2009/10 2010/11 2011/12 2012/13
Decisions Approved Estimate Estimate Estimate
£ £ £ £
Band D Council Tax 1.184.32 1.184.32 1.219.85 1.256.44
Average Weekly Housing 82.05 83.20 87.36 91.72
Rents

8. Authorised Limit and Operational Boundary for External Debt:

8.1 The Council has an integrated treasury management strategy and manages its treasury position
in accordance with its approved strategy and practice. Overall borrowing will therefore arise as
a consequence of all the financial transactions of the Council and not just those arising from
capital spending reflected in the CFR.

8.2 The Authorised Limit sets the maximum level of external borrowing on a gross basis (i.e. not
net of investments) for the Council. It is measured on a daily basis against all external
borrowing items on the Balance Sheet (i.e. long and short term borrowing, overdrawn bank
balances and long term liabilities. This Prudential Indicator separately identifies borrowing
from other long term liabilities such as finance leases. It is consistent with the Council’s
existing commitments, its proposals for capital expenditure and financing and its approved
treasury management policy statement and practices.

8.3 The Authorised Limit has been set on the estimate of the most likely, prudent but not worst
case scenario with sufficient headroom over and above this to allow for unusual cash
movements.

8.4 The Authorised Limit is the statutory limit determined under Section 3(1) of the Local
Government Act 2003 (referred to in the legislation as the Affordable Limit).

No. 6 |Authorised Limit for 2009/10 2009/10 2010/11 2011/12 2012/13
External Debt Approved Revised Estimate Estimate Estimate
£000 £000 £000 £000 £000
Borrowing 895,419 858.690 860,455 862,317 864.279
Other Long-term 4,581 41310 39.545 37,683 35.721
Liabilities
Total CFR 900,000 900,000 900,000 900,000 900,000

8.5 The Operational Boundary links directly to the Council’s estimates of the CFR and estimates
of other cashflow requirements. This indicator is based on the same estimates as the Authorised
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Limit reflecting the most likely, prudent but not worst case scenario but without the additional
headroom included within the Authorised Limit.

8.6 The Chief Financial Officer has delegated authority, within the total limit for any individual
vear, to effect movement between the separately agreed limits for borrowing and other long-
term liabilities. Decisions will be based on the outcome of financial option appraisals and best
value considerations. Any movement between these separate limits will be reported to the next
meeting of the Cabinet and Council.

No. 7 |Operational Boundary for 2009/10 2009/10 2010/11 2011/12 2012/13
External Debt Approved Revised Estimate Estimate Estimate
£000 £000 £000 £000 £000
Borrowing 870.419 833.690 835,455 837317 839,279
Other Long-term 4,581 41.310 39,545 37,683 35,721
Liabilities
Total CFR 875,000 875,000 875,000 875,000 875,000

9. Adoption of the CIPFA Treasury Management Code:

O

principles of best practice.

This indicator demonstrates that the Council has adopted and will continue to adopt the

No. 8

Adoption of the CIPFA Code of Practice in Treasury Management

meeting in February 2010.

The Council approved and will adopt the new CIPFA Treasury Management Code 2009 at its

10. Upper Limits for Fixed Interest Rate Exposure and Variable Interest Rate Exposure:

10.1 These indicators allow the Council to manage the extent to which it is exposed to changes in
interest rates. This Council calculates these limits on a net interest paid basis (i.e. interest
paid on fixed rate debt net of interest received on fixed rate investments)

The upper limit for variable rate exposure has been set to ensure that the Council is not

exposed to interest rate rises which could adversely impact on the revenue budget. The limit
allows for the use of variable rate debt to offset exposure to changes in short-term rates on
investments

2009/10 2009/10 2010/11 2011/12 2012/13
Approved Revised Estimate Estimate Estimate
Yo Yo Yo Yo Yo
No.9 Upper Limit for Fixed | 100 100 100 100 100
Interest Rate
Exposure
No.10 | Upper Limit for 40 40 40 40 40
Variable Interest Rate
Exposure
10.3  The limits above provide the necessary flexibility within which decisions will be made for

drawing down new loans on a fixed or variable rate basis; the decisions will ultimately be
determined by expectations of anticipated interest rate movements as set out in the Council’s

treasury management strategy.
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Maturity Structure of Fixed Rate borrowing:

This indicator highlights the existence of any large concentrations of fixed rate debt needing
to be replaced at times of uncertainty over interest rates and is designed to protect against
excessive exposures to interest rate changes in any one period. in particular in the course of
the next ten years.

It is calculated as the amount of projected borrowing that is fixed rate maturing in each
period as a percentage of total projected borrowing that is fixed rate. The maturity of
borrowing is determined by reference to the earliest date on which the lender can require
payment.

No.11 Maturity structure of fixed rate borrowing Lowe(;)Limit lfppeur/ol,imit
under 12 months 0 25
12 months and within 24 months 0 25
24 months and within 5 years 0 50
5 years and within 10 years 0 100
10 years and above 0 100

Upper Limit for total principal sums invested over 364 days:
The purpose of this limit is to contain exposure to the possibility of loss that may arise as a
result of the Council having to seek early repayment of the sums invested.

2009/10 2009/10 2010/11 2011/12 2012/13
Approved Revised Estimate Estimate Estimate
£m £m £m £m £m
No.12 Upper Limit for 60 60 60 60 60

total principal sums
invested over 364
days
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Arlingclose’s Economic and Interest Rate Forecast
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Underlying assumptions :

»The global financial system is fragile and although sentiment has
improved, economies have yet to show consistent signs of recovery.

~UK growth contracted 5.2% in the year to September. There is no
evidence of the economy exiting from recession — des pite forecasts to the
contrary — which is supported by weak real economic data and rising
unemployment.

~Looming bank regulation and capital requirements will curb banking
lending activity and is likely to be offset by a reduction in the Reserve
Rate.

~Recovery could be slow and protracted, affected by the continuing
adjustments in household, bank and public sector balance sheets.

~ Official interest rates remain at 0.5%. Quantitative Easing (QE) could be
expanded to beyond £200bn to address the sluggish economy.

~Inflation is falling, albeit slowly. CPI could dip below 1% in 2009 and be
below the MPC’s 2% target over the 2-year forecast horizon. RPI has been
negative since March. Weakened sterling remains a risk, but is likely to be
overshadowed by a slow recovery.

~The growing budgetary imbalances and bloated central bank balance
sheets need credible and sustainable action. UK gilt supply is at record
levels; the rising ratio of debt to GDP remains unaddressed. Cuts in public
spending and tax increases are unpalatable but are necessary and
inevitable. The risk of failed gilt auctions remains high although QE is, for
now, providing an effective balance to the supply side dynamic.

~Buoyed by leading indicators and sentiment, equity markets are
overoptimistically pricing in a quick, V-shaped recovery, but earnings
growth may not be sustained over subsequent quarters.

~The likely political make-up of the next Parliament will increasingly have a
bearing on the financial markets. Already the political agenda has rapidly
shifted from the avoidance of cuts to their inevitability.
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ANNEX 4
Specified and Non Specified Investments

Specified Investments identified for use by the Council
Specified Investments will be those that meet the criteria in the CLG Guidance, i.e. the investment

s s sterling denominated

e has a maximum maturity of 1 year

e meets the “high™ credit criteria as determined by the Council or is made with the UK
government or is made with a local authority in England, Wales and Scotland.

e the making of which is not defined as capital expenditure under section 25(1)(d) in SI 2003
No 3146 (i.e. the investment is not loan capital or share capital in a body corporate).

“Specified™ Investments identified for the Council’s use are:

J Deposits in the DMO’s Debt Management Account Deposit Facility
o Deposits with UK local authorities

J Deposits with banks and building societies

. Certificates of deposit with banks and building societies

. *Gilts @ (bonds issued by the UK government)

J Bonds issued by multilateral development banks

. AAA-rated Money Market Funds with a Constant Net Asset Value (Constant NAV)

o Other Money Market Funds and Collective Investment Schemes— i.¢. credit rated funds
which meet the definition of a collective investment scheme as defined in S1 2004 No 334
and ST 2007 No 573.

For credit rated counterparties, the minimum criteria will be the short-term / long-term ratings
assigned by:

Long Term Minimum AA-
Short term 1+

The Council will also take into account information on corporate developments of and market
sentiment towards investment counterparties.
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Specified investments will be made within the following limits:
Instrument Country Counterparty Maximum Limit | Fitech  Credit | Maximum
of Investments in | Rating as at 31 | Term of
Group (where Decentber Investment
applicable) £m 2009
Long | Short
Term | Term
Term Deposits UK DMO’s Debt No limit AAA | Fl+ 6 months
Management Account
Deposit Facility
Term Deposits UK Other UK Local £30m N/A N/A 364 days
Authorities (per Local
Authority)
Term Deposits/ UK Santander UK Plc £20m AA- Fl+ 364
Call Accounts (formerly known as days/Instant
Abbey) access
Term Deposits/ UK Lloyds TSB Bank Plc £20m AA- Fl+ 364
Call Accounts (Lloyds Banking Group) days/Instant
access
Term Deposits/ UK Bank of Scotland Plc £20m AA- Fl+ 364
Call Accounts (Lloyds Banking Group) days/Instant
access
Term Deposits/ UK Barclays £20m AA- Fl+ 364
Call Accounts days/Instant
access
Term Deposits/ UK Clydesdale £20m AA- Fl+ 364
Call Accounts days/Instant
access
Term Deposits/ UK HSBC £20m AA Fi+ 364
Call Accounts days/Instant
access
Term Deposits/ UK Nationwide £20m AA- Fl+ 364
Call Accounts days/Instant
access
Term Deposits/ UK Royal Bank of Scotland £20m* AA- Fi+ 364
Call Accounts days/Instant
access
AAA rated Money | UK/Ireland/ Constant Net Asset Value £15m in any one | AAA | Fl~ Instant access
Market Funds Money Market Funds institution,
Luxembourg ) subject  to  an
overall limit in
MM  Funds of
£45m

ES

NB:

Approval of this TMSS by the Council also approves the use of the Council’s current banker
which is Nat West Bank. part of the Royal Bank of Scotland Group. Therefore. when
maximum deposits with RBS are made (£20m) this group limit could be exceeded
temporarily by the current account credit balance remaining overnight with Nat West Bank.
There will also be the usual daylight exposure.

All of the above banks and building socicties are members of the UK Government Credit
Guarantee Scheme.

]

Page 21 of 22

a<

1




Page 202

Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Non-Specified Investments determined for use by the Council

Having considered the rationale and risk associated with Non-Specified Investments, the following

have been determined for the Council’s use:

Appendix K

bodies (e.g. govt bonds issued by
HBOS / RBS / Nationwide. etc)

In- Maximum | Capital Maximum
house maturity expenditure? | Counterparty
use Limit
Gilts and bonds
»Gilts
» Bonds issued by multilateral v (on
development banks e
*Bonds issued by financial ac}wce , .
L o from 6 veurs No £60m
institutions guaranteed by the freasury T
UK government, e.g. GEFCO sreastty
*Sterling denominated bonds by advisor)
non-UK sovereign governments
Government guaranteed bonds
and debt instruments (e.g. floating
rate notes) issued by corporate v G yedars Yes £60m

Note: In determining the period to maturity of an investment, the investment should be regarded as
commencing on the date of the commitment of the investment rather than the date on which funds

are paid over to the counterparty.
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Haringey Council

Agenda item:

Audit Committee On 1 February 2010

Report Title: Internal Audit Progress Report — 2009/10 Quarter 3

Report authorised by: Chief Financial Officer

e .
[ S SR
AT S

s

Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@haringey.qgov.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 third quarter by the
Internal Audit Service in completing the annual audit plan and any responsive fraud
investigation work. In addition, the work the Council’s personnel division has
undertaken 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 third quarter 2009/10.
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3.2 That the Audit Committee notes the progress and responses received in respect of
outstanding audit recommendations.

3.3 That the Audit Committee confirms that the actions taken during Quarter 3 to address
the outstanding recommendations are appropriate.

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 December 2009 and focuses on:

e 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;

o Progress in implementing outstanding internal audit recommendations with special
attention given to priority 1 recommendations; and

o 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 the Council’s
corporate Human Resources business unit.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of the is report,
and advises that there are no direct legal implications arising out of the report or the
recommendations.
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8. Chief Financial Officer Comments

8.1 The Chief Financial Officer notes the contents of the 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 is undertaken with respective service managers, Assistant Directors
and Directors in the production of individual internal audit reports and follow up
programmes. 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 3rd Quarter | Year to date | Target

A1 Audit work Completed vs. Planned | 100% of 69% of total | 95%
programme planned Q3 | annual

programme | programme

A2 User satisfaction (1 = low, 5 = 3.3 3.5 3.75
high)

A3 Time taken to complete 14.3 weeks 14.5 weeks | 12 weeks
investigations (2008/09 referrals)

A4 Priority 1 recommendations 100% 92% 95%
implemented at follow up (2008/09
audits)

16. Internal Audit work — Deloitte and Touche contract

16.1 The activity of Deloitte and Touche for the third quarter of 2009/10 to date is detailed at
Appendix A. Members of the Audit Committee receive detailed summaries of all projects for
which a final report has been issued on a monthly basis to allow for any issues to be raised
and discussed in a timely manner. Appendix A provides a list of all final reports which have
been issued during the quarter, together with detailed summaries of all reports which are
issued with a ‘limited’ assurance rating.

16.2 Appendix A also provides detailed summaries of all recommendations which were previously
recorded as outstanding at the time of the follow up audit work. Members have been
monitoring the progress and implementation of these at each Audit Committee to ensure
that managers were taking appropriate action to address outstanding recommendations. As
at 31 December, only 2 recommendations from prior years remained outstanding: 2005/06 -
One Priority 1 recommendation remains outstanding; and 2007/08 - One Priority 3
recommendation remains outstanding.

16.3 A summary of all follow up audits of 2008/09 projects which have been undertaken in
2009/10 is also included in Appendix A (pages 19-20). We have followed up on 151
recommendations and found that 141 (93%) have been implemented, one has been partly
implemented, five are no longer applicable and four are not yet due for implementation. All
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Priority 1 recommendations followed up during quarter 3, where the deadline for
implementation has passed, had been implemented.

16.4 To date, 69% of the planned annual programme of work has been delivered. A total of 75%

of the total annual audit plan was estimated to be delivered in the first three quarters of
2009/10. Although the level of audit work delivered to date is slightly below the annual
aggregate target, there are no issues identified at this date which will prevent the 95%
annual target from being achieved and ongoing monthly contract monitoring reviews ensure
that performance levels are kept under review.

16.5 In this quarter, a total of 23 projects from the 2009/10 annual audit plan have been finalised,

including seven school visits to assess compliance with the Financial Management Standard
in Schools (FMSIS). All the work planned to be undertaken during quarter 3 (325 audit days)
was delivered, which has ensured that the annual programme of work remains on course to

be delivered by 31 March 2010.

16.6 In conjunction with the Chief Financial Officer, Directors are kept advised of the outstanding

17.

171

recommendations and any actions required to ensure that implementation of
recommendations is achieved. From 2008/09 onwards, the implementation of Priority 1
recommendations has been included in the performance reporting requirements for all
departments. During quarter 3, Internal Audit are satisfied that managers have been taking
appropriate action to address the issues raised in the original recommendations prior to
2008/09.

In-house Team - Fraud investigation/lrregularities

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 to date in 2009/10 and any which were brought forward from 2008/09. The listing at
Appendix B also includes any referrals made using the Council’'s whistle blowing policy
which were investigated by Internal Audit. During the third quarter, no whistleblowing
referrals were made.

17.2 Within the third quarter, no new cases were referred to Internal Audit for investigation, and

six cases were completed during the quarter involving Council employees. The six cases
completed in quarter two took 12.4 weeks on average to complete. Internal Audit work
closely with officers from personnel and the service involved to ensure that the investigation
is completed as quickly as possible.

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 the
third quarter, 12 referrals in relation to new allegations were made via the Council’'s email
reporting facility. Of these, three related to complaints rather than fraud and were referred to
the relevant departmental complaints teams; one related to housing benefits issues and was
referred to the Housing Benefit Fraud Investigation Team for further review; one referral
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related to a potential UK Visa fraud and was referred to the Home Office for further
investigation; one related to Housing and sub-letting issues and was referred to the
Strategic Housing Division for further review; two referrals related to fraudulent misuse of a
credit card and was referred to Corporate Finance and the relevant bank’s fraud
investigation team for further review. Four referrals were not related to fraud within Haringey
Council.

17.5 The In-house Team also investigates claims of non-receipt of Council cheques. In 2009/10,
there has been one referral for investigation and no losses to the Council. 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 third
quarter of 2009/10. 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 put in place to ensure that the length of time taken to resolve
disciplinary cases is minimised. During quarter 3, the number of disciplinary cases was 36
which is in line with the previous quarter, but an increase in comparison with the first quarter
of 2009/10 and the last quarter of 2008/09. The average length of time taken to resolve
disciplinary cases in quarter 3 rose to 100 days.
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Haringey Council — Audit Committee

Disciplinary Case Analysis October 2009 to December 2009

Introduction

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

The data is based on Haringey Council employees who

¢ hold Permanent, Temporary or Fixed Term Contracts

» are considered as Supernumerary (employees that have been on a Temporary Contract for more
than 52 weeks)

Note that this data excludes:

o Casual or Sessional Workers

e Schools
* Agency Workers

Legend
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Haringey Council

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:

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

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

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

e 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

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

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

Directorate  CasesOpen  CasesClosed  Noofcases  Noofemployees
AS 8 ﬁ 12 20 | 17
c . | 0 0

Please, note that the total number of cases is 62, but this only represents 58 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.

« Children’s has the highest percentage of disciplinary cases against its workforce at 2.17% in
this quarter

e 42 cases remain ‘open’ at the end of this period.

The following table looks at the stages of Disciplinary cases.

Stages of Disciplinary Cases
‘Stage  CasesOpen  CasesClosed  Total %
(Invest.-notsuspended 07 17 | 27 |
ET | 1 0 ‘

Appea e 2 8 W
Total 42 20 | 62 | 100

20f6
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The following table identifies the outcomes of the 20 cases that were concluded.

Disciplinary Case Outcomes

Invest. - { :
- Appeal dismissed :
| Appealuphetd o
iD;smlssal R

o

NO actlon o ‘,
| Other S TS
Part upheld

| Verbal Wammg

\Nntten warning 10

Fmal wnt Wammg ;

Suspensxon hfted 0 0
Relegatxon/Demotlon ) 0 ) ] 5

= R I . R S =T S S

N
o

- Compromise Agreement
Total 7

N O 0000 00 0 0 0O a4 o
© 0o 0o oo o oo oo o o0 o

~ o

S
D

»  25% of cases resulted in Resignation

This table displays reasons for Disciplinary action against employees.

Reasons for Disciplinary Cases

esson e e CasaGiosed T Tl T %
T L e AR St Sy
P i R S e S
st R e e
o e 2
v oresowcss o S
! B ST -
g e | EUET )
R e e e

O N O =N o
®

» The highest cause for disciplinary action was for Behaviour at 31%
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This table looks at the ethnic breakdown and gender split for Disciplinary cases

Disciplinary Case employee representétion
by Ethnicity and Gender

Female Male , All ;
‘EthnicClass  Total %  Total %  Total %

B&ME 21 64

| Wh|te L .
NotDeclared 0 0 0 ¢
Total - 33 57

e 33% of the workforce is male, but the male representation with disciplinary cases is significantly
higher at 43%

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 duscnplmed employees in Dlrectorate) :

o MANUAL:

Dir Ethnlc

“AS

“CR

PO

;oo
1 100 .
o o oo
ST
5
5

00
00

00 |
00
20
o
oS
20.0 '
200
103
52
15.5

0.0 | 100 |
00 50.0
o s 0
ol
0.0 33 569
52 25  43.1

52 58 100

20.0 .
S
, 400 |
17 10 172

UE

MO MO OO <404 ® NN AN O

200
190
86

276

—
—

HGY 0.0 10 17.2

17 © 20 345

)
© B OO N 4 2 40 42400 00 AN NSO 2

© W O NN O OO OO0 oo N 440 n o oo

o
o
W WO OO0 00 0 00 00 4 4 O N,

155

—
D
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Suspensions

This table shows a summary of suspension cases.

Summary of Suspension Cases
Case status L Total
o, of casesheard 6 :
Mo of caces et oo 2
' Noof cases not con

casesnotconcluded 25

Timescales (no of days) of Suspension Cases

The table below looks at the 36 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.

Timescales (no of days) of Suspension Cases

. S 4an . B1- - 121- 0 181- . Total ' Total | daysof ' Max.

Directorate 1-60 © 150 180 240  24%* ' cases ‘days | total  Days
| f f  Ccases |

Total |
. cases : days of

, - cases
heard - peard

8 607 76 186 3 | 112

AS 51

C ;5555150515125982;7825253;53590g

“CR 2 2 6 624 104 | 204 o o

PO 2 3 191 35 0 0

PP 0 o o o o o

UE 12 0 8 989 124 ' 161 o0 0

HGY 8 117 3 2 3 384 100 & 305 6 o101

Total cases | T T
heard

On average, 100 days were spent on each suspension case within the quarter.
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Average and Maximum Days Taken for Suspension Cases by Directorate

450 S - = B S S
400 -
350 A
300 -
250
200 -
i 150
100 -

'  Avg. days 3 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.

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

200

160

120

1100

80 -

40 -

Jan09 - MarQ9 Apr09 - Jun09 Jul09 - Sep09 Oct09 - Dec09

Total Number of Cases Averag‘ekpays per Case -

There are a number of difficult and complicated suspension cases (12) that are still under investigation.
As a result of these cases, the number of average days have increased since the last quarter monitoring
report.
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Haringey Council

Agenda item: [No-]

Audit Committee On 1 February 2010

Report Title: Internal Audit — CIPFA benchmarking results

Report authorised by: Chief Financial Officer

. () o
FHERAY

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: Information

1. Purpose of the report

1.1 To advise the Audit Committee of the results of the CIPFA Benchmarking exercise
completed in 2009/10.

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 internal audit services are
delivered as effectively and efficiently as possible to maximise audit coverage and
secure value for money.

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

4. Reason for recommendation(s)

4.1The Audit Committee is responsible for considering reports dealing with the
management and performance of providers of internal audit services to the Council as
part of its Terms of Reference. In order to facilitate this, the outcome of the
benchmarking exercise is reported to the Audit Committee.
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5. Other options considered
5.1 Not applicable

6. Summary
6.1 This report outlines Internal Audit’s participation in the annual CIPFA benchmarking
exercise.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
notes that the processes and procedures adopted all follow published best practice
guidance. Accordingly, there are no direct legal implications arising out of the
recommendations in the report.

8. Chief Financial Officer Comments

8.1 The benchmarking results are positive and indicate that Haringey's internal audit
service is offering value for money.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how the internal audit service is provided to the Council.
Effective and efficient service delivery will have an impact on various parts of the
community. Improvements in value for money will therefore improve services the
Council provides to all sections of the community.

11. Consultation
11.1 No consultation was required or undertaken in the production of this report.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The work
undertaken to participate in and complete the CIPFA benchmarking exercise are
contained and managed within the Audit and Risk Management revenue budget.

13. Use of appendices
13.1 N/A

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. Background

15.1

Haringey Council is committed to delivering high quality, cost effective services across
all of its functions. The Council is assessed by external inspectors on whether it is
achieving ‘value for money’ for its residents. One element of this is the annual CAA
Use of Resources assessment, which up until 2008 had a separate Value for Money
element.

15.2 From 2009 onwards, the revised Use of Resources assessment incorporates the value

16.

16.1

for money judgement throughout all the elements. It is essential therefore that all
services can demonstrate that they deliver their services in a cost effective and efficient
manner in order to assist the council in achieving the highest possible ratings. The
Internal Audit service has chosen to participate in the voluntary IPF benchmarking
exercise as part of its overall objectives to deliver cost effective services to the Council.

Background

Haringey Council has participated in the Internal Audit Benchmarking Club
administered by the Institute of Public Finance (IPF) since 2005/06. The IPF
benchmarking club is a voluntary exercise which organisations can opt in to, or out of,
on an annual basis. IPF is a division of the Chartered Institute of Public Finance and
Accountancy (CIPFA).

16.2 The purpose of the benchmarking exercise is to provide comparative information which

can form the basis upon which performance comparisons and value for money
judgements can be made. The information from the Benchmarking Club can also be
used in the audit planning process as comparisons with other authorities and the work
which they are undertaking across the country can be considered.

16.3 Haringey Council provided quantitative and qualitative data to IPF in a standard

spreadsheet format. This data is then used to produce comparative information. As part
of the benchmarking process, IPF require authorities to self-select comparator
organisations in order to produce the final reports. Haringey selected those 18 London
authorities which completed the IPF benchmarking process as its comparator
organisations.

16.4 The performance of the benchmarked group is shown over a number of categories, as

follows:

e Cost analysis — shows the analysis of actual audit costs for 2008/09. The key
benchmarks against which actual cost performance is analysed are: cost per audit
day; cost per £m turnover; and chargeable days per auditor;

* Audit coverage — an analysis of how chargeable audit days available to the Council
were used. The main benchmarks are: audit days per £m of gross revenues
turnover; and how these days were applied in completing audit work on key
financial systems, strategic risk areas, operational risk areas and corporate
governance.

e Staffing — an analysis of the human resources used to deliver the internal audit
service. The main benchmarks are: salary bandings; staff qualifications and
experience.
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Analysis of Benchmarking Results

17.1 Cost analysis. The cost of Internal Audit indicates the cost of ‘inputs’ to the audit
function, including the costs of in-house staff, bought in services (Deloitte contract) and
overhead costs such as accommodation and other running costs.

Figure 1 below shows that Haringey’s audit cost per £m turnover was £583
compared against the London group average of £925. This indicates that
Haringey’'s expenditure was relatively lower in comparison with other London
authorities in the comparator group.

It should be noted that Haringey has the second highest turnover value of all
London authorities who participated in the benchmarking exercise.

In addition, the audit costs for other authorities include the work completed by

centralised corporate anti-fraud teams. Haringey’s audit service does not include

the resources for a corporate anti-fraud team.

Figure 1 — Audit cost per £m Turnover
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» Figure 2 below shows the overall cost per chargeable day for Haringey was £369
compared against the London group average of £362. The corporate costs
(including accommodation, IT costs, other central costs) were higher per auditor for
Haringey than other London authorities, although these include some outer London
authorities where accommodation costs were substantially reduced compared to

more central authorities.

Figure 2 — Cost per audit day
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o Figure 3 below shows that Haringey internal audit delivered 174 chargeable days
per auditor, which was 3 days above the London comparator group average of 171.
Relatively low levels of sickness and management days contribute to this higher
level of performance for Haringey.

Figure 3 — Chargeable days delivered per auditor
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17.2 Audit coverage. In order to demonstrate how the chargeable audit days are utilised in
carrying out the planned audit programme, Tables 1- 3 below compare the audit
coverage provided by Haringey with other London comparators. From the tables, it can
be seen that time spent on auditing fundamental financial systems was lower than
other comparators. This reflects the increasing levels of assurance gained over
previous years audit work and relatively few changes to operating systems, including IT
systems, for those key financial systems. The reliance placed on internal audit’s work
by the council’s external auditors provides assurance that the balance is appropriate.
The level and scope of internal audit coverage is discussed and agreed on an annual
basis with the Council’s external auditors to ensure that key controls are tested and an
appropriate level of assurance can be provided on their operation. Audit time spent on
other areas, is broadly in line with comparator organisations. Audit work on fraud is
lower than other London boroughs, although as noted above other authorities include a
corporate team to deliver a larger proportion and volume of anti-fraud work.
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Table 1 — Audit Coverage — fundamental financial systems

/ - -
1080 4 Fundamental Financial Systems

|
i 0.70

.
060 -

0.50 ~

0.40 -

0.30 A

020 1 § 751 A ‘

0.10 -

0.00
L o] b f n w a m [+ d s e o u g X r t h ] z k )

Table 2 — Audit Coverage — other systems
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Table 3 — Audit coverage - Fraud
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17.3 Staffing. Figure 5 below shows an analysis of salary bandings over the comparator
organisations. Haringey’'s in-house team is very small (2.5 FTE’s) compared to the
London comparator organisations. Other London authorities have larger in-house
teams to complete more of the audit work, including anti-fraud work, internally rather

than via outsourced contracts.

Figure 5 — analysis of staff salaries
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18. Conclusion

18.1 The purpose of the benchmarking exercise is to provide comparative information which
can form the basis upon which quantitative performance comparisons and value for
money judgements can be made. In 2009/10, 18 London Boroughs submitted data for
benchmarking purposes in order to compare performance and value for money.
Compared to the other London authorities:

e Haringey’s audit costs per £m turnover was £583 compared to the London group
average of £925;

* The cost per day for Haringey’s audit service was £369, compared to the London
group average of £362; and

» Haringey delivered 174 chargeable days per auditor, which was 3 days above the
London comparator group.

18.2 In overall cost terms, Haringey has the second highest turnover value of all the 18
London authorities who participated in the benchmarking exercise. The 18 authorities
included a number of outer London areas where expenditure on central costs, including
accommodation and salaries, is substantially lower than those central London
authorities, including Haringey.

18.3 In addition, the audit costs for other authorities include the work completed by
centralised corporate anti-fraud teams. Haringey’s audit service does not include the
resources for a corporate anti-fraud team. The latest figures from the benchmarking
exercise and the feedback received from other authorities indicate that development of
corporate resources to tackle fraud has increased since the previous benchmarking
exercise.
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Haringey Council

Agenda item: [NO.]

On 1 February 2010

Audit Committee

Report Title: Review of the effectiveness of the Audit Committee

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 advise Members of the level of compliance with the IPF Toolkit in relation to local
authority Audit Committees and their effectiveness.

1.2 To provide Members with the results of the review and options for discussion and
approval to ensure that the requirements of the IPF guidance are fulfilled and the
Audit Commission feedback in relation to the Use of Resources assessments is
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. 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 report on the
effectiveness of the Audit Committee ensure that the requirements of the CAA
assessment are fulfilled.

3. Recommendations

3.1 The Audit Committee notes the outcome of the assessment against and current level
of compliance with the IPF Toolkit.
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3.2 The Audit Committee identifies any further actions or issues it wishes to address
gither to improve the effectiveness of the committee or any future assessment
process.

3.3 The Audit Committee agrees to the assessment being undertaken on an annual basis
from 2009/10 and the item included on the annual work and agenda plan which is
presented to the Committee at the start of the municipal year.

4. Reason for recommendation(s)

4.1 The external audit feedback as part of the Use of Resources assessment included a
recommendation that the assessment of the effectiveness of the Audit Committee
was undertaken on an annual basis.

4.2 The last assessment of the effectiveness of the Audit Committee was completed in
2007/08. Undertaking the assessment on a more regular basis would represent best
practice and provide an opportunity for Audit Committee members to consider options
to develop their role and responsibilities.

5. Other options considered
5.1 Not applicable

6. Summary

6.1 The Audit Committee has responsibility for audit, governance and risk management
across the Council. A review of the effectiveness of the Audit Committee is considered
best practice and was recommended to be undertaken on a more regular basis by the
Council’s external auditors.

6.2This report looks at the work and operation of the Audit Committee measured against
the IPF Toolkit. The details within the report have been complied from the agendas,
reports and minutes of the Audit Committee during the 2008/09 municipal year.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
notes that the processes and procedures adopted all follow published best practice
guidance. Accordingly, there are no direct legal implications arising out of the
recommendations in the report.

8. Chief Financial Officer Comments

8.1 The Chief Financial Officer notes the report and in particular that the UOR feedback
did not identify any issues with the Audit Committee of its effectiveness. The proposal
to assess the effectiveness of the Audit Committee on an annual basis is supported to
ensure on-going rigour.

9. Head of Procurement Comments
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9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with the operation and work of the Audit Committee which includes
any recommendations made to improve governance and service delivery 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 the Audit Committee to review and approve the final
version of the report in accordance with the committee’s agreed terms of reference.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The work
undertaken to produce the report is contained and managed within the Audit and
Risk Management revenue budget.

13. Use of appendices
13.1 Appendix A — Completed IPF checklist

14. Local Government (Access to Information) Act 1985

14.1 CIPFA guidance and IPF Toolkit; Council Constitution; Audit Committee Agendas
and Minutes.

15. Introduction

15.1 In 2008, the Chartered Institute of Public Finance and Accountancy (CIPFA)
published guidance in order to assist local authorities promote best practice and
ensure their audit committees are effective. This guidance was not mandatory, or
prescriptive, but covered the purpose, role and function of an audit committee.
Haringey Council complies fully with the CIPFA guidance, as detailed in the report
to the Audit Committee meeting in June 20086.

15.2 In 2007, the Institute of Public Finance (IPF) produced a toolkit following the
release of the CIPFA guidance, which built on the work already completed. The
IPF toolkit aimed to provide a more detailed set of advice, give examples and
suggest good practice to assist both officers and members who are involved in the
operation of an audit committee.

15.3 A report was presented to the Audit Committee in October 2007, which assessed
the compliance of the Council’s Audit Committee against the IPF Toolkit. At that
time, the Council’s Audit Committee was found to comply with the majority of the
requirements listed in the Toolkit.
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15.4 The external audit feedback as part of the 2009 Use of Resources assessment did

not identify any issues with the Audit Committee, or its effectiveness. However,
external audit included a recommendation in the Use of Resources report that the
assessment of the effectiveness of the Audit Committee was undertaken on an
annual basis. This would allow the Audit Committee to consider its operation and
effectiveness on a more regular basis and highlight any areas for improvement.

15.5 The Audit Committee’s annual report to Full Council in November 2009 highlighted

16.

16.1

the work completed by the committee over the 2008/09 municipal year, including

key areas where the recommendations and requests made by the Committee had

improved governance and control, including:

e Input into the Council’s corporate policies for Whistleblowing, Anti-fraud and
Corruption (including Housing Benefit fraud policy), and Risk Management;

e The Council’s corporate risk register;

o Setting and monitoring deadlines for implementation of internal audit
recommendations to improve controls; and

¢ Monitoring implementation of key recommendations from external audit and
external inspections.

IPF Checklist

Although the IPF Toolkit is not mandatory, the issues and actions contained within
it are considered to represent best practice. The IPF Toolkit is generic and aimed
at all local authority audit committees therefore not all issues will apply, or apply in
full, to Haringey Council’'s Audit Committee. The completed IPF checklist is
contained as Appendix A to this report. Where the Council’s Audit Committee does
not conform to the IPF Toolkit, explanations and/or suggested actions are included
within the Appendix. ‘

16.2 Members will note that the majority of issues are already undertaken by Haringey

and its Audit Committee and therefore the council can be seen to be complying
with best practice in most areas. The Comments/Action section indicates those
areas where it is considered appropriate for Haringey to take further action and this
is highlighted in bold text.

16.3 At the time of the last review, Members wanted to ensure that the Audit Committee

was a useful tool for the council and that this opportunity to improve effectiveness

was used to enable members to become more engaged with the work of the

committee. Feedback and input from Members was used to improve various

aspects of the Audit Committee. As a result, the following changes were made:

e Agreeing a clear timetable and agenda for the Committee in advance of each
municipal year;

¢ The timetable and agenda plan identified whether the agenda items were
statutory/best practice/ad hoc (from 2009/10, the agenda plan also indicated
the links to the Committee’s terms of reference);

¢ Sending out the summaries of audit reports (as per the quarterly progress
reports) on a monthly basis to allow members the opportunity to review any
individual reports in more detail and raise any questions and/or request officer
or member attendance on a more timely basis; and

¢ Changing the quarterly reports from their previous format to make them more
‘user-friendly’.
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16.4 As part of the 2009/10 review, the current Audit Committee work programme was
reviewed. This showed that the committee considered other items as part of their
agenda which were over and above the IPF Toolkit requirements, for example
reviewing external inspection reports and following up progress on agreed actions.

16.5 Members are requested to consider any other issues or areas for improvement
which would enhance the effectiveness of the Audit Committee.
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Appendix A

Audit Committee Review of Effectiveness — IPF Self-
assessment Checklist

ESTABLISHMENT, OPERATION AND DUTIES

Role and remit

¢

Priority | Issue Yes . | No N/a Comments/Action .

1 Does the Audit Y Part of Council Constitution.
Committee have written
terms of reference?

1 Do the terms coverthe | Y Replicate CIPFA best practice template.
core functions of an
audit committee as
identified in CIPFA
guidance?

1 Are the terms of Y Last updated and approved July 2008,
reference approved by part of ongoing review by Constitution
the council and Review Working Group.
reviewed periodically?

1 Has the committee Y Membership and authority in accordance
been provided with with CIPFA guidance. Member Services
sufficient membership, provide support for:
authority and resources s agenda/minutes circulation and clerk
to perform its role to the committee meetings;
effectively and e Regular agenda planning and report
independently? clearing meetings;

¢ Follow up of agreed Audit Committee
recommendations, requests and
actions.
Support to the Chair of the Committee
from, and regular 1:1s with, Chief
Financial Officer, Head of Audit and Risk
Management. Other support and input
from Deputy Head of BLT, plus other
managers as and when reports and
information required.

1 Can the audit Y included in Audit Committee Terms of
committee access other Reference
committees and full
council as necessary?

1 Does the authority’s Y Section (g) of the statutory AGS is the
Annual Governance specific section requiring details of the
Statement (AGS) Audit Committee and its operation.
include a description of
the audit committee’s
establishment and
activities?

2 Does the audit Y First review undertaken 2007/08. Agreed
committee periodically to undertake annual review from 2009/10
assess its own onwards.
effectiveness? Include in annual work and agenda

plan for the Audit Committee from
2010/11 onwards.
2 Does the audit Y Completed each year — last report

committee make a
formal annual report on
its work and
performance during the
year to full council?

presented to Full Council November
2009.

Membership, induction and training

1

Has the membership
of the audit

Y

Page 1 of 8
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Appendix A

Audit Committee Review of Effectiveness — IPF Self-
assessment Checklist

committee been
formally agreed and a
quorum set?

1 Is the chair
independent of the
executive function?

1 Has the audit Chair previously worked as Manager,
committee chair Branches Control, Inspection and Audit
either previous for Sonali Bank.
knowledge of, or Ongoing briefings, training sessions and
received appropriate development activities are identified on an
training on, financial ongoing basis via the Member
and risk Development programme.
management,
accounting concepts
and standards, and
the regulatory
regime?

1 Are new audit Introduction to internal audit, external
committee members audit and the role of the audit committee
provided with an provided each municipal year.
appropriate
induction?

1 Have all members’ Part of the Member Development and
skills and Learning Strategy.
experiences been
assessed and
training given for
identified gaps?

1 Has each member Part of the Council’s overall governance
declared his or her framework (Members declarations of
business interests? interest are published, or available), and

declarations of interest are required prior
to the start of each Audit Committee
meeting.

2 Are members Vice-Chair of Audit Committee sits on
sufficiently Overview and Scrutiny Committee.
independent of the
other key committees
of the council?

Meetings I , .

1 Does the audit Quarterly meetings of the Audit
committee meet Committee held as a minimum.
regularly?

1 Do the terms of N Terms of Reference reviewed on an
reference set out the annual basis to ensure compliance with
frequency of CIPFA Code of Practice. No gaps
meetings? identified — CIPFA Code does not include

this requirement. No further action
suggested.

1 Does the audit Quarterly meetings held, plus additional
committee calendar meeting in place to deal with outstanding
meet the authority’s issues. Usually five meetings held per
business needs, municipal year.
governance needs
and the financial
calendar?

1 Are members Attendance details included in the Audit
attending meetings Committee’s 2008/09 annual report to Full

Page 2 of 8




Page 266

Appendix A

Audit Committee Review of Effectiveness — IPF Self-

assessment Checklist

on a regular basis, Council.
and if not, is

appropriate action

taken?

1 Are meetings free Y
and open without
political influences
being displayed?

1 Does the authority’s Y
S151 officer or
deputy attend all
meetings?

1 Does the audit Y Audit Committee terms of reference
committee have the includes its ability to require attendance
benefit of attendance by any officer or Member at its meetings.
of appropriate officers During 2009/10, Director of CYPS,
at its meetings? Assistant Director of CYPS, Assistant

Director of Strategic Housing Services,
and Head of Corporate Policy and
Performance attended the Committee

INTERNAL CONTROL. o S

1 Does the audit Y Annual internal audit report and AGS,
committee consider both of which include a review and
the findings of the opinion on the effectiveness of the system
annual review of the of internal control, are produced and
effectiveness of the presented to the Audit Committee for
system of internal review and approval.
control (as required
by the Accounts &

Audit Regulations)
including the review
of the effectiveness
of the system of
internal audit?

1 Does the audit Y Draft AGS is presented for review and
committee have approval, feedback and comments
responsibility for incorporated into the final version which is
review and approval submitted to the Audit Committee for
of the AGS and does information.
it consider it
separately from the
accounts?

1 Does the audit Y Audit Committee input into the draft AGS
committee consider prior to approval with the accounts.
how meaningful the
AGS is?

1 Does the audit Y Annual audit report and AGS cover whole
committee satisfy financial year.
itself that the system Internal audit reports on key financial
of internal control has systems are completed on an annual
operated effectively basis
throughout the External audit report provides opinion on
reporting period? internal audit

1 Has the audit N/A | Audit Committee has responsibility for
committee council’s overall risk management
considered how it strategy. No further actions suggested.
integrates with other
committees that may
have responsibility for
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Appendix A

Audit Committee Review of Effectiveness — IPF Self-
assessment Checklist

risk management?

1 Has the audit Y
committee (with
delegated
responsibility) or the
full council adopted
*Managing the Risk
of Fraud — Actions to
Counter Fraud and
Corruption™?

1 Does the audit Y Quarterly reports include HB counter-
committee ensure fraud activity and internal audit
that “Actions to investigations
Counter Fraud and Annual audit plan has resources for pro-
Corruption” are being active anti-fraud work and reports are
implemented? provided to the committee

2 Is the audit Y Internal audit strategy includes the
committee made relationship between risk management
aware of the role of and internal audit.
risk management in Annual audit plan identifies key risk areas
the preparation of the as highlighted by business unit and
internal audit plan? departmental risk registers.

2 Does the audit Y Presented annually for review
committee review the
authority’s strategic
risk register at ieast
annually?

2 Does the audit Y Risk Management Strategy reviewed and
committee monitor approved by the Audit Committee
how the authority
assesses its risk?

2 Do the audit Y

committee’s terms of
reference include
oversight of the risk
management
process?

FINANCIAL REPORTING AND REGULATORY MATTERS

1 Is the audit Y Role in accordance with the CIPFA best
committee’s role in practice model
the consideration
and/or approval of
the annual accounts
clearly defined?

1 Does the audit Audit Committee terms of reference set
committee consider out the role and responsibility in relation
specifically: to statement of accounts which complies
o the suitabilityof | Y fully with CIPFA Code of Practice. No

accounting further actions suggested.
policies and
treatments
e major Y
judgements
made
e large write offs Constitution specifies process and
Y approval limits. Outside the remit of the

e changes in
accounting

Audit Committee
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Appendix A
Audit Committee Review of Effectiveness — IPF Self-
assessment Checklist

treatment
e the N Qutside the remit of the Audit Committee

reasonableness

of accounting

estimates
e the narrative N Outside the remit of the Audit Committee
aspects of
reporting?
1 Is an audit committee | Y

meeting scheduled to
receive the external
auditor’s report to
those charged with
governance including
a discussion of
proposed
adjustments to the
accounts and other
issues arising from
the audit?

1 Does the audit Y
committee review
management's letter
of representation?

2 Does the audit Y
committee annually
review the accounting
policies of the

authority?

2 Does the audit Y Briefing session provided by Head of
committee gain an Corporate Finance and Head of Finance.
understanding of
management’s

procedures for
preparing the
authority’s annual

accounts?

2 Does the audit Y Reports on latest legal/regulatory issues
committee have a and best practice provided to the Audit
mechanism to keep it Committee as they arise e.g. National
aware of topical, legal Fraud Initiative, Anti-money laundering
and regulatory regulations

issues, for example
by receiving circulars
and through training?

INTERNAL AUDIT

1 Does the audit Y
committee approve,
annually and in detail,
the internal audit
strategic and annual
plans including
consideration of
whether the scope of
internal audit work
addresses the
authority’s significant
risks?
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Appendix A

Audit Committee Review of Effectiveness — IPF Self-
assessment Checklist

Does internal audit Y

have an appropriate

reporting line to the

audit committee?

Does the audit Y Quarterly and annual reports provided to
committee receive the Audit Committee, monthly reports on
periodic reports from internal audit activity provided to Audit
the internal audit Committee members.

service including an

annual report from

the Head of Internal

Audit?

Are follow up audits Y Detailed summaries of progress on

by internal audit implementing audit recommendations are
monitored by the provided to every Audit Committee
audit committee and

does the committee

consider the

adequacy of

implementation of

recommendations?

Does the audit N Chair of Audit Committee holds monthly
committee hold 1:1 meetings with Head of Audit and Risk
periodic private Management. Terms of Reference allow
discussions with the for the Committee to question officers.
Head of internal

Audit?

Is there appropriate Y Quarterly meetings held to discuss and
cooperation between review work and plans. Full reliance

the internal and placed on internal audit’'s work.

external auditors?

Does the audit Y Considered as part of the tender process
committee review the for internal audit services. Options for
adequacy of internal service delivery provided for decision prior
audit staffing and to last tender. Annual audit strategy
other resources? considers resource requirements.

Has the audit Y Annual independent peer review of the
committee evaluated internal audit service is undertaken and
whether its internal the results reported to Audit Committee.
audit service

complies with

CIPFA’s Code of

Practice for Internal

Audit in Local

Government in the

United Kingdom?

Are internal audit Y Part of quarterly reports

performance

measures monitored

by the audit

committee?

Has the audit Y Audit committee work and agenda plan
committee presented to the first meeting of each

considered the
information it wishes
to receive from
internal audit?

municipal year for approval.

Additional requests for information and
reports are made during the Committee
meetings.
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Appendix A

Audit Committee Review of Effectiveness — IPF Self-

EXTERNAL AUDIT

assessment Checklist

1

Do the external
auditors present and
discuss their audit
plans and strategy
with the audit
committee
(recognising the
statutory duties of
external audit)?

Y

Does the audit
committee hold
periodic private
discussions with the
external auditor?

Terms of Reference allow for the
Committee to commission work from
external audit.

Does the audit
committee review the
external auditor's
annual report to
those charged with
governance?

Does the audit
committee ensure
that officers are
monitoring action
taken to implement
external audit
recommendations?

Chief Financial Officer provides report
and action plan in response to the
external audit recommendations

Are reports on the
work of external audit
and other inspection
agencies presented
to the committee,
including the Audit
Commission’s annual
audit and inspection
letter?

Interim reports provided on quarterly
basis, final reports presented.

Does the audit
committee assess the
performance of
external audit?

Part of the regular reporting process to
Audit Committee.

Does the audit
committee consider
and approve the
external audit fee?

External audit fee is presented to the
Audit Committee

ADMINISTRATION

1

' Agenda management

Does the audit
committee have a
designated secretary
from Committee/
Secretary Services?

Member Services provide support for:

¢ agenda/minutes circulation and clerk
to the committee meetings;

* Regular agenda planning and report
clearing meetings;

e Follow up of agreed Audit Committee
recommendations, requests and
actions.

Are agenda papers
circulated in advance
of meetings to allow

Circulated 1 week in advance inn
accordance with agreed timescales.
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Appendix A

Audit Committee Review of Effectiveness — IPF Self-
assessment Checklist

adequate preparation
by audit committee
members?

2 Are outline agendas
planned one year
ahead to cover
issues on a cyclical
basis?

2 Are inputs for Any N/A New items of urgent business are
Other Business considered as part of the Council’s
formally requested in standard committee meeting process.
advance from
committee members,
relevant officers,
internal and external
audit?

Papers: = . e . L ; -

1 Do reports to the Quarterly reports are in the agreed format
audit committee and contain all required information.
communicate ‘Monthly reports on Internal Audit activity
relevant information are provided to all Audit Committee
at the right frequency, members.
time and in a format
that is effective?

2 Does the audit N/A The Council has an agreed standard
committee issue reporting format which specifies key
guidelines and/or a content items within each committee
pro forma concerning report.
the format and
contents of papers to
be presented?

Actions arising =~

1 Are minutes prepared
and circulated
promptly to the
appropriate people?

1 Is a report on matters N Committee Clerk circulates details of
arising made and actions agreed, plus any information
minuted at the audit requested, to Audit Committee members
committee’s next prior to each meeting to ensure that all
meeting? member requests and recommendations

are addressed.

1 Do action points

indicate who is to
perform what and by

when?
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Haringey Council

Agenda item: [NO.]

Audit Committee On 1 February 2010

Report Title: Anti-money laundering regulations and Council policy

Report authorised by: Chief Financial Officer

A NN X
{ Ht S i RSN TN

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 advise the Audit Committee of the updated Corporate Anti-money laundering
policy.

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 fully complies
with anti-money laundering regulations where appropriate, to reduce risks and
improve controls.

3. Recommendations

3.1 That the Audit Committee notes the requirements of the various regulations on local
authorities and that the Council has complied with these to date.

3.2 That the Audit Committee approves the updated Corporate Anti-money laundering
policy.

3.3 That the Audit Committee approves the inclusion of the policy as an appendix to the
Council’s existing corporate anti-fraud strategy to ensure that all elements of fraud
policy and strategy are held together and allow it to be publicised more effectively.
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4. Reason for recommendation(s)

4.1The Audit Committee is responsible for Anti-fraud and Corruption arrangements as part
of its Terms of Reference. In order to provide assurance that the corporate anti-money
laundering policy is consistent with relevant professional guidance and other statutory
and best practice requirements, it is reviewed on a regular basis, with approval for the
final anti-money laundering policy resting with the Audit Committee.

5. Other options considered
5.1 Not applicable

6. Summary

6.1 The Council needs to ensure that there are appropriate arrangements and processes
in place for the monitoring and reporting of any instances of suspected money
laundering operations. The Council’s corporate Anti-money laundering policy form part
of the assurances to satisfy the relevant requirements.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
notes that the processes and procedures adopted all follow published best practice
guidance. Accordingly, there are no direct legal implications arising out of the
recommendations in the report.

8. Chief Financial Officer Comments

8.1 The Chief Financial Officer notes the recommendations and agrees that the proposed
approach to the anti-money laundering regulations should meet the Council’s
obligations and minimise the risk of this type of activity occurring within the
organisation. It also ensures that staff are aware of their responsibility and who they
should contact should they suspect money laundering transactions are taking place.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how the Council deals with suspected instances of money
laundering across all areas of the council, which have an impact on various parts of
the community. Improvements in managing risks and controls and reducing the
opportunity for money laundering 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 relevant departments to ensure that all
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corporate, statutory and best practice requirements are incorporated into the
corporate Anti-money laundering policy.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. Investigations into
allegations of suspected money laundering and reporting these to relevant
authorities are undertaken using existing available resources within Internal Audit
and relevant service departments where applicable. The costs are contained within
revenue budgets which are monitored on a monthly basis.

13. Use of appendices
13.1 Appendix A — Anti-money laundering policy

14. Local Government (Access to Information) Act 1985

14.1 List of background documents. The following documents were used in production of
this report:
¢ Money Laundering Regulations 2007

e CIPFA guidance 2009 — Combating financial crime, further guidance on anti-
money laundering for public service organisations

15. Background

15.1 As part of the Chartered Institute of Public Finance and Accountancy’s (CIPFA) 2006
Code of Practice, and the requirements of the Council's Whistle-blowing policy,
Haringey Council needs to ensure that there are appropriate processes in place for the
reporting and investigation of allegations of fraud and corruption.

15.2 The Comprehensive Area Assessment (CAA) includes the requirements to have
appropriate arrangements in place which are designed to promote and ensure probity.
It is therefore important to ensure that the Council can demonstrate compliance with
the CAA and best practice requirements.

15.3 The Council responded to the Money Laundering Regulations 2007 by updating its
Money Laundering procedure and guidance, which was written in conjunction with
relevant Proceeds of Crime and Data Protection guidance.

15.4 Following the introduction of the Money Laundering Regulations 2007, CIPFA
produced further guidance in 2009 on Anti-money laundering for Public Service
Organisations. Therefore, it is now considered an opportune time to review the
Council’s existing policy and ensure that it complies fully with the 2007 Regulations and
CIPFA’s best practice guidance

16.Money Laundering Regulations 2007

16.1 The Money Laundering Regulations 2007 implemented the main preventative measure
of the Third Directive, namely requiring risk based customer due diligence measures.
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The Third Directive and the Money Laundering Regulations 2007 apply to a defined set
of relevant financial services. Most of the Council’s business does not fall within the
classification of “relevant” financial services. It is mainly those services involving
accountancy, audit, legal, and property transactions which could be carrying out
relevant business. The following are examples of the type of transactions identified
above:

treasury management in accepting deposits/investments;

legal services’ involvement with financial or property transactions;
collection or refunding of money from the council’s debtors;

loans and mortgage deals;

formation and management of companies or trusts; and,

dealing in transactions involving a total cash payment in excess of £10,000.

CIPFA 2009 Guidance on combating financial crime

CIPFA’s guidance has reviewed the 2007 Money Laundering Regulations, which
specify a list of ‘relevant persons’ to whom the regulations apply (Regulation 3 of the
2007 Regulations). Public authorities are not included on the list of relevant persons,
therefore CIPFA guidance is that public authorities are not subject to the requirements
of the 2007 Regulations.

However, an exception exists under Regulation 49(1) of the 2007 Regulations, which
does place certain obligations on specific public authorities. The regulations states that
public authorities must, if they know or suspect, or have reasonable grounds for
knowing or suspecting, that a person has engaged in money laundering or terrorist
financing, as soon as reasonably practicable inform the Serious Organised Crime
Agency (SOCA).

In response to the 2007 Regulations, CIPFA’s guidance states that there is substantial
reputational risk for an authority which does not have policies and procedures in place
to deal with instances of money laundering. CIPFA recognises that the vast majority of
local authorities’ business activities fall outside the scope of the 2007 Regulations, but
maintains that Councils should be vigilant in this area to allow for any instances of
money laundering to be identified and reported appropriately.

CIPFA recommends, as a minimum that local authorities:

e Make those staff most likely to be exposed to or suspicious of terrorist financing or
money laundering aware of any requirements placed on the authority, its staff and
on them as individuals;

e Provide targeted training to those staff considered to be the most likely to
encounter the financing of terrorism and money laundering;

¢ To make arrangements for a nominated officer to receive and manage the
concerns of staff, to make internal enquiries, to advise staff who feel they should
make a report, and to co-ordinate suspicious activity reports to the SOCA; and

e To establish appropriate internal procedures which are both proportionate and cost
effective.
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17. Haringey’s approach and policy

17.1 Haringey’s approach to date has been to put in place arrangements within the Council
that comply with the regulations and reflect good practice. In this way the Council
is seen to be acting prudently and to the proper professional standards that certain
officers will need to follow. In respect of legal issues, the Law Society requires the
Council to have anti-money laundering policies and guidance in place and to complete
regular returns in respect of money laundering. In respect of financial issues, the 2009
CIPFA guidance on combating financial is the key publication.

17.2 The Money Laundering Regulations 2007, for the first time, required firms to vary
identification and monitoring of their customer on a risk sensitive basis. Firms are
allowed to reduce the level of customer identification in specified lower risk situations,
for example, dealing with public bodies.

17.3 The Council’s policy and procedures relating to money laundering includes a section on
due diligence (see appendix A). In most cases, the business undertaken will be where
the client is another public or statutory body, and therefore the risk assessment
indicates that no further due diligence about the status of the client is needed.

17.4 However, for other third party clients or politically exposed persons, there needs to be
formal and recorded due diligence checks. In these rare circumstances, guidance on
performing the due diligence checks will be provided by the Head of Audit and Risk
Management, in their role as the Council’'s Money Laundering Reporting Officer, in
consultation with relevant officers from legal and corporate finance where appropriate.

17.5 Therefore, a record must be maintained, including details of the customer due
diligence, which needs to be kept for five years after the end of the business
relationship and records of transactions, which also need to be kept for five years.

17.6 The Council’s policy has been circulated to all relevant staff and training has been
provided to those staff who are most likely to deal with the transactions detailed in
paragraph 16.2. It is recommended that the Council’s existing policy is incorporated
into the corporate anti-fraud policy and strategy to ensure all elements of fraud and
corruption are dealt with effectively and appropriately. These procedures will be made
available on the Council’s intranet site and regular reminders will be provided to all
relevant staff.

17.7 In addition, as part of the Council’s annual internal audit programme, testing of the key
financial systems includes checks in relation to money laundering to ensure that risks
are being appropriately managed.

17.8 Although local authorities are unlikely to be a prime target for money laundering, the
size and scope of services is such that it is not possible to discount entirely the
risks surrounding money laundering. The Council’s approach is designed to mitigate
and minimise these risks.
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Appendix A

PROCEEDS OF CRIME AND ANTI-MONEY LAUNDERING POLICY AND
PROCEDURES

1. What is money laundering?

Money laundering is the term used for several offences involving the proceeds of
crime, or terrorism. This includes possessing, or in any way dealing with, or
concealing, or converting the proceeds of any crime, as well as funds likely to be
used for terrorism, as well as the proceeds of terrorism. Money laundering

is generally used to describe the activities of organised criminals converting the
proceeds of crime into legitimate activities, with the intention of hiding their true
sources of income.

The current Money Laundering legislation covers all proceeds of crime, both money
and property, regardless of how small the value. In reality, it involves a suspicion
that someone is benefiting financially from dishonest activities. Therefore, the money
laundering aspect would be the attempt to do legitimate business with the Council
using assets and/or monies derived from the proceeds of crime or terrorism.

This guidance sets out the legal and regulatory requirements relating to money
laundering, as they affect both the Council and you personally.

2. What laws exist to control money laundering?

In recent years, new laws have been passed which significantly shift the burden for
identifying acts of money laundering from Police and Government agencies to
organisations and their employees. The principal legislation and regulation relating
to money laundering are the Proceeds of Crime Act 2002 (POCA), the Terrorism Act
2000 (TA), and the Money Laundering Regulations 2007.

There are three primary offences to take account of:

» ‘concealing’ is where someone knows, or suspects, a case of money
laundering, but conceals or disguises its existence;

« ‘arranging’ is where someone involves himself or herself in an arrangement to
assist money laundering; and,

« ‘acquisition’, ‘use’, or ‘possession’ is where someone seeks to benefit from
money laundering by acquiring, using, or possessing the property concerned.

There are also two third party offences to take account of:

« ‘failing to disclose a primary offence’ is where someone becomes aware or
suspects money laundering, but fails to take action in reporting it; and,

« ‘tipping off’ is where someone informs a person who is, or is suspected of
being, involved in money laundering, in such a way as to reduce the likelihood of
being investigated, or prejudicing an investigation.

These money laundering offences may be committed by the Council itself, or by any

of the Members and employees (including permanent, agency and temporary staff)
working within it.

FI/A&RM/Palicies & Procedures/Money Laundering/January 2010 Page 1 of 4
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PROCEEDS OF CRIME AND ANTI-MONEY LAUNDERING POLICY AND
PROCEDURES

3. What is the Council’s response to money laundering?

Local authorities have a responsibility to ensure the proper conduct of

public business. The consequences of the Council or any of its Members or
employees facing prosecution under the money laundering legislation would be very
serious and reflect poorly not only on the Council, but on the public service as a
whole.

Although local authorities are unlikely to be a prime target for money laundering, the
size and scope of services is such that it is not possible to discount entirely the
risks surrounding money laundering. In order to mitigate this risk, this policy and
guidance, including reporting arrangements, has been produced.

Management should ensure that arrangements are in place to prevent the Council
and its Members and employees being exposed to money laundering in those
services where there is a potential risk. They should also ensure that those
Members and employees who may become exposed to money laundering are made
fully aware of this guidance and are suitably trained.

It should be noted that the professional bodies of some employees (e.g. accountants
and solicitors) have issued guidance on personal obligations and responsibilities
relating to money laundering, and those employees should familiarise themselves
with that guidance.

4. What are the implications for staff who become involved?

Examples of possible situations involving exposure to money laundering are found in
the appendix to this document. However, it cannot be stressed too strongly that it

is every Member and employee’s responsibility to be vigilant, and to be aware of the
requirement to report actual or suspected cases of money laundering.

While it is unlikely that a Member or employee would commit one of the three
primary offences, a failure to disclose a suspicion of money laundering is a serious
offence in itself, and there are only very limited grounds in law for not reporting a
suspicion.

Depending on the severity of the suspected offence, the Magistrates’ Court can
issue fines of up to £5,000, or sentences of up to 6 months in prison (or both), and,
in the Crown Court, fines are unlimited, and sentences of up to 14 years may be
handed out.

FI/A&RM/Policies & Procedures/Money Laundering/January 2010 Page 2 of 4
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PROCEEDS OF CRIME AND ANTI-MONEY LAUNDERING POLICY AND
PROCEDURES

5. How do we ensure ‘due diligence’?

The Money Laundering Regulations 2007 require the identification and monitoring of
clients on a risk sensitive basis. Where relevant business is undertaken, the

clients need to be subject to some form of risk based due diligence. Most of the
Council’s business is not defined in the regulations as being relevant; it is mainly
those services involving accountancy, audit, legal, and property transactions which
could be carrying out relevant business.

In most cases, the business undertaken will be where the client is another public or
statutory body, and therefore the risk assessment indicates that no further due
diligence about the status of the client is needed. However, for other third party
clients or politically exposed persons (see attached appendix for definition) there
needs to be formal and recorded due diligence checks.

A record will be maintained, by Corporate Finance, including details of the customer
due diligence, which needs to be kept for five years after the end of the

business relationship together with a record of the transactions also kept for five
years. In these rare circumstances, guidance on performing the due diligence
checks can be obtained from the Head of Audit and Risk Management.

6. What should | do if | suspect a case of money laundering?

If you have any questions or doubts about an individual, company, or transaction
that you have been dealing with, then it is important to seek advice from the Head of
Audit and Risk Management. This approach means that the information can be
considered at the time the transaction or the business takes place.

Section 2 of this guidance states that failure to take action or to report activities is an
offence under the Regulations. However, failure to do so is only an offence if the
suspicion relates, in the event, to an actual crime. Therefore, a common sense
approach needs to be taken, in order to ensure that officers’ time is not wasted.

The Council has nominated the Head of Audit and Risk Management within the
Corporate Resources Directorate as the officer responsible for dealing with any
suspicions of money laundering. You should therefore report any suspicious
transactions or concerns to the Head of Audit and Risk Management in writing. The
matter would then be discussed with you and a decision made whether to make a
formal report to the Serious Organised Crime Agency.

FI/A&RM/Policies & Procedures/Money Laundering/January 2010 Page 3 of 4
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PROCEEDS OF CRIME AND ANTI-MONEY LAUNDERING POLICY AND
PROCEDURES

A. Examples of possible situations involving exposure to money laundering

1.

There may be situations where funds come into the Council from an unfamiliar
source. In particular, if the Council is forming a new business relationship, or is
considering undertaking a significant one-off transaction, it would be prudent to
identify fully the parties involved. This will be especially true if the parties

concerned are not physically present, or may be acting for absent third parties.

Transactions involving the handling of the proceeds of asset disposals, e.g. land

sales, can be especially vulnerable, and may demand further enquiry. Caution

should be exercised in respect of:

« unusual arrangements; offshore funds being used;

« transactions involving a third party who is not known to the Council, or where
the identity of a party is difficult to establish or is undisclosed;

« where an intermediary is involved, or where the ultimate ownership of a
company is hidden; and,

« situations where a party is evasive as to the source of funds.

Members or employees having direct contact with the public or businesses may
become suspicious where the nature of the goods or the amounts of the cash
seems inconsistent with what might, in the circumstances, be regarded as
normal.

Cashiers may be asked, in the normal course of their work, to accept payments
in unusually amounts of cash for the settlement of debts. As a guide, sums in the
region of £10,000 and above would be regarded as a sum of cash that should be
reported.

Circumstances which might arouse particular suspicion are where cash is
tendered which exceeds significantly the amount of the debt, or the debt is paid
twice (or more) and the person or business requests subsequently a refund from
the Council of the balance.

B. Politically Exposed Persons

The Regulations define politically exposed persons as a person “...who is or has, at
any time in the preceding year been entrusted with a prominent public function by a
state other than the United Kingdom, a European Community institution or an
international body” or a family member or known close associate of such a person.

FI/A&RM/Policies & Procedures/Money Laundering/January 2010 Page 4 of 4
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Haringey Council

Agenda item:

Audit Committee On 1 February 2010

Report Title: Risk Management update Quarter 3 2009/10 and Updated Corporate
Risk Management Policy and Strategy

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

VWards(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.

11.2To provide an updated Corporate Risk Management Policy and Strategy for review
and approval.

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 to manage the identified risks.
Recommendations for improvement are made, 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 to note the implementation of the risk
management strategy across the Council.

3.2 The Audit Committee reviews and approves the updated corporate Risk Management




Page 284

Policy and Strategy.

4. Reason for recommendation(s)

4.1 The Audit Committee is responsible for approving the Council’s Risk Management
Policy and Strategy as part of its Terms of Reference. In order to facilitate this, and
provide information on its implementation across the Council, the corporate Policy
progress reports are provided on a regular basis 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
implementation of the Council’s risk management framework throughout the authority.
This report focuses on the work undertaken during the third quarter of 2009/10 to
ensure the risk management framework is complied with.

6.2 The Audit Committee is responsible for approving the Council’'s Risk Management
Policy and Strategy as part of its Terms of Reference. An annual review of the Policy
is completed in order to ensure that it complies with best practice and current
operational requirements.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of the is report,
and advises that there are no direct legal implications arising out of the report or the
recommendations.

8. Chief Financial Officer Comments

8.1 The CFO notes that the Council is fully compliant with the strategy, with all risk
registers now fully integrated into the Council’'s performance management system
(Covalent). All registers have been reviewed and are up to date for Quarter 3 and
automatic reminders are sent to ensure the registers are reviewed according to the
agreed timetable. Further, as outlined in section 17, the risk management policy and
strategy has ensured a much more robust and integrated approach to risk across the
audhority.

9. Head of Procurement Comments
9.1Not applicable
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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
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. 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 Council’s 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 and managing the corporate risk management policy 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 1 — Update on risk registers Quarter 3 2009/10
Appendix 2 — Updated Risk Management Policy and Strategy 2010.

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 the Audit Committee at its meeting on 23 April 2009.

15.2 The Chair of the Audit Committee requested that a report on risk management and
compliance with the Council’s strategy be presented to the Committee on a quarterly
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basis. The review and testing of risk registers formed part of the 2009/10 annual audit
plan which was approved at the Audit Committee meeting on 23 April 2009. This is an
ongoing process to ensure the key controls to manage identified risks are effective and
operate as intended.

15.2During 2009/10, the risk registers for all business units, departments and the corporate
register were all integrated into the Council’'s performance management system
(Covalent). Training for system users was provided when their risk registers were
loaded onto the system and all risk registers have been managed using Covalent from
quarter 3 2009/10, which was in accordance with the planned timetable.

16. Risk Registers

16.1 As stated above, all risk registers are now managed electronically at business unit,
department and corporate level. Appendix 1 shows the latest position for all Business
Units and Directorates as at 31 December 2009. Risk registers for business units and
directorates are up to date and reviewed in accordance with the Council’s risk
management strategy. During 2009/10, a number of organisational changes have taken
place across the Council. Within Urban Environment, the Enforcement Business Unit is
now contained within Frontline Services Business Unit. Within PPP&C, Neighbourhood
Management Business Unit is now contained within Safer Communities Business Unit.
The risk registers for Enforcement and Neighbourhood Management have been
incorporated into the new Business Unit structure and will be reported within this for
2009/10.

16.3The risk registers have been reviewed in accordance with the planned programme of
audit work. The electronic Covalent system replicates the previous format for the
council’s risk registers, but provides Business Unit Managers with a more effective and
flexible reporting and monitoring process than the previous manual process. The
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.

16.5Covalent automatically sends email reminders to the business unit representatives
when updates are due and the system will provide an audit trail to allow for monitoring
and follow up by Internal Audit. Internal Audit will also 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. All
business units and directorates have reviewed their risk registers in accordance with the
corporate policy and strategy for the third quarter.

16.6 The corporate risk register is reviewed on a quarterly basis by the Chief Executive's
Management Board and reported annually to the Audit Committee.

17. Risk Management Policy and Strategy
17.1 In addition to risk registers, the corporate risk management policy and strategy has

brought together all key processes involving risk, including health and safety, business
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continuity planning, emergency planning and project management. A corporate Risk
and Emergency Planning Steering Group is in place, with representatives from all
directorates, which reviews key risk issues on a regular basis and ensures
implementation of the risk management strategy across the council.

17.2 Key documentation, including the Pre-Business Plan Review and Business Plan
.emplates 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. The Business Planning process for 2010/11 will ensure that all key
service and business plan objectives are appropriately linked to the business unit and
departmental risk registers.

17.3 The risk management strategy and policy has now been updated to reflect the
implementation of the electronic performance management system and is attached at
Appendix 2 for review and approval. No other changes to the strategy have been made.
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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.

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

1.

1.

11,

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

Members, Chief Executive’s Management Board (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
~ulture  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
‘eports 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 Policy& Strategy v6.1 — January 2010 Page 1
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1.  BACKGROUND

1.1t 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 (Amendment) (England) Regulations 2006 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 Area Assessment (CAA) is the external review process which is
designed to evaluate local authorities’ performance over a number of areas. Risk
management is included within the annual ‘Use of Resources’ assessment and is a
key part of the assessment criteria that is integral to the 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 policy and strategy has been
developed. This builds on the Council’s previous risk management strategies to
indicate where the various statutory and key corporate requirements fit in.

Management of Risk Corporate Policy& Strategy v6.1 - January 2010 Page 2
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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
(April 2009) 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;

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

e working with organisations within the Haringey Strategic Partnership (HSP),
and other key external partners, to maximise opportunities available.

2.5Risk management can make a difference and enhance the performance of the
council by:
e |dentifying and preventing the bad things from happening; and
e 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.

anagement of Risk Corporate Policy& Strategy v6.1 ~ January 2010 Page 3
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3 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 Tnerefore, 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.

e 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.

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

¢ 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 Policy& Strategy v6.1 — January 2010 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;

e 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

* 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. the 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
~'stem 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.
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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:

L]

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

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:

L4
L
L]

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

Assessing the actions in place to manage the risks;

Taking action to improve, monitor and learn from experiences.

I Source: ‘Embedding Risk Management into the Culture of your Organisation’ The Institute of Internal Auditors — UK and
firel o October 2003.
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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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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 legisiation 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 implemented for the Haringey Strategic Partnership and risk
registers are in place 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
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7 RISK MANAGEMENT - THE FRAMEWORK

7.1 Our vision is that all significant risks which may prevent the Council 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.

able 2
Timing Activity Completed by Key Contact
moril Finalise Business BU Head Policy and
Plans Performance
Team
April, June Review and update | BU Head/ DMT/ | Head of Audit &
September, of risk register CEMB Risk Mgmt/Policy
December & Performance
Team
April and Review and update | BU Head/ DMT/ | Emergency
September of Business CEMB Planning and
Continuity Plan Business
Continuity
Manager
September Complete Pre- BU Head Policy and
Business Plan Performance
Review Team
| April - March | Collate and monitor | BU Head Policy and
performance Performance
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 Policy& Strategy v6.1 — January 2010
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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 has implemented Covalent as its corporate

performance management framework. This electronic interactive database is used
for the following:

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.

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

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
D

Performance Management Framework
(Overview)

Management of Risk Corporate Policy& Strategy v6.1 — January 2010 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.

8.2 Risk registers are subject to regular review and update on a quarterly basis by business
units, departments and CEMB. The timing for the quarterly review coincides with and
forms part of the annual business planning process. 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.

S.4 e 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
iiinbers 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
‘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 Policy& Strategy v6.1 — January 2010 Page 11
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APPENDIX A
The completion of risk registers

1. ldentification of risks

1.1Risk registers should allow Business Unit Heads, Directorate Managers and
members of CEMB to identify and manage those risks which are the most
important in making sure that the council delivers its services effectively.

1.2The first stage of the process is to identify the risks (including opportunities)
facing the Business Unit/Directorate/Council. In line with the CIPFA/SOLACE
guidance, Haringey’s risk management framework is linked to business
objectives. These business objectives are identified by departments and
business units as part of the annual business planning process.

1.3The council has a corporate risk register which identifies the most significant
risks facing it. Each department has its own risk register which identifies the
key high level risks which could impact on the directorate or the council as a
whole. All business units within the council also have their own risk registers
which focus on the risks affecting each individual service, although some of
the risks may have an impact on whether the department or the Council
meets its objectives.

2. Assessment of risks
2.1 When all the relevant risks have been identified, a numerical scoring system
3 used to determine which are the key risks to the department or business
unit. Risks are scored using two factors:
e Likelihood. An assessment is made of how likely the risk is to occur in
practice; and
e Impact. An assessment is made on if the risk did occur, what would be
the impact on the department, business unit, or system.

2.2Managers decide on the likelihood and impact of each of the risks identified
for their department or business unit as they are in the best position to be able
to assess the likelihood and impact of each of the risks on their specific
departments.

2.3In order to ensure a consistent approach across the Council, specific criteria
have been agreed for the likelihood and impact scores. The Impact and
Likelihood Scales are attached at Appendix A1, which also provides further
detail on when the relevant managers should take action, or further action, to
manage risks effectively and consistently.

2.4The impact and likelihood of individual risks may change over time, therefore
" is important to review the assessments which have been made on a regular
basis.

<.o1he identified control in place to manage each risk should either reduce the
likelihood that a risk will occur, or the impact if it were it to occur. If the score
ie still at an unacceptably high level having considered the controls in place,
..ditional actions may be required in order to reduce the risk level further.

2.4The Council’s objective is to make sure that the most cost-effective controls
~*= in place for each risk, and that managers have considered the cost against
uie benefit of the control. This may mean that certain risks have a high residual
score because the cost of reducing the risk may be higher than the potential
cost, if the risk actually happens.
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APPENDIX A
The completion of risk registers

2.5The risk registers therefore contain the following:

e service delivery objectives;

o key risks and which officer is responsible for managing those risks;

e controls in place to manage the risks, and who is responsible for those
controls;

e risk scores; and

e any further actions required, and who is responsible, together with a
timescale for completion.

3. Assurances on the effectiveness of key controls

3.1 The Council wants to ensure that the controls which managers say are in
place to manage the key risks, are both in place and working effectively. The
annual programme of internal audit work includes resources to test the key
controls specified within the risk registers, based on the level of risk involved.

4. Monitoring of risks

4.15etting up the risk registers is only one part of the risk management process.
In order to achieve real benefits from implementing risk management, it is
important that the risk registers are reviewed and kept up to date on a
quarterly basis, in accordance with the corporate risk management strategy.

4.2 e Chief Executive’s Management Board (CEMB) will review and update the
corporate risk register on a quarterly basis. The update may take the form of
new risks, changes to or additional controls, and changes to risk scores. Key
triggers for significant changes to risk registers will be new or changing
regulations, implementation of new departmental or corporate projects, high
staff turnover, changes in the external environment, and Internal Audit
reviews.

4.3The Audit Committee will, on an annual basis, review the corporate risks
identified and confirm their acceptance of both the risks which have been
identified, and the actions in place to manage them.

4.4Using the framework, a consistent methodology for measuring and scoring
risks is applied throughout the Council. What is an acceptable level of risk for
the Council, and what managers need to do to deal appropriately with risks
at various levels, is detailed at Appendix A1.
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APPENDIX A

The completion of risk registers

APPENDIX A1 - Impact and Likelihood Scales

To be used as a guide in assessing risk ratings:

Descriptor

Impact Guide

No impact

Financial loss up to £5,000 or no
impact outside single objective or no
adverse publicity

Financial loss up to £10,000 or no
impact outside single objective or no
adverse publicity

Financial loss up to £50,000 or minor
regulatory consequence or some
impact on other objectives

Financial loss up to £100,000 or
impact on other objectives or local
adverse publicity or strong regulatory
criticism

Financial loss up to £300,000 or
impact on many other processes or
local adverse publicity or regulatory
sanctions (such as intervention, public
interest reports)

Financial loss up to £500,000 or
impact on strategic level objectives or
national adverse publicity or strong
regulatory sanctions

Financial loss up to £1 million or
impact at strategic level or national
adverse publicity or Central
Government take over administration

Financial loss above £1 million or
major impact at strategic level or
closure/transfer of business

Likelihood Guide

<1% likely to occur in next 12 months

1%-5% likely to occur in next 12
months

5%-10% likely to occur in next 12
months
10%-20% likely to occur in next 12
months
20%-30% likely to occur in next 12
months
30%-40% likely to occur in next 12
months
40%-60% likely to occur in next 12
months
60%-80% likely to occur in next 12
months
>80% likely to occur in next 12
months
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APPENDIX A
The completion of risk registers

Measuring what is an acceptable risk

9|9 |18 |27
8 ar{ 16 |24
77 {14 |21 |28
Impact |6 | clkqge Red
51 Amber
4 :7 Green
3
2
1 s
1 2 3 4 5 6 7 8 9
Likelihood
Risk Score | Value Action required
12 or less Up to Acceptable level of risk.
£50k No further action is required to reduce risks, but managers should
ensure that the relevant controls are operating effectively.
However, departmental managers should review the controls for low
risk areas carefully, to ensure there are not too many controls in place.
14 - 30 £5k - Implementation of additional controls is required.
£300K The costs and benefits of additional controls should be considered.
The relevant departmental management team may then agree that no
further action should be taken. This decision must be recorded on the
risk register.
32 or more £50k - Implementation of additional controls is required.
£1m If the Business Unit, or Department does not want to introduce any
more controls, they must seek approval from CEMB. Any agreement
from CEMB must be recorded on the risk register.
If the impact of the risk is considered significant (impact score of 5 or
6) and/or the likelihood of the risk happening is thought to be high
(likelihood score of 9), the relevant departmental management team
- must review them and agree the approach to manage them.
If the impact of the risk is considered substantial, major or catastrophic
(impact score of 7, 8 or 9), CEMB must review them and agree the
approach to manage them.
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Project and Programme Management

Projects are one-off activities which bring about change. Projects tend to be

risky for two reasons, because:

1. the organisation has limited, if any, experience of undertaking the work
before; and

2. the impact of change cannot always be predicted from the outset.

To minimise risk to work done in a project environment project managers
follow Haringey’s Project Management Framework (PMF). The PMF outlines:
set project management processes;

roles and responsibilities;

guidance on governance; and

the monitoring structure, sign-off procedures, and quality assurance
provided by the Programme Management Office.

It also contains standard templates for all key documents and guidance on
how they should be completed.

The Council also has a Corporate Programme Management Office (PMO) to
“sure compliance with the PMF and to manage risk at a programme level.

The Risk Management Cycle

All risks within the project environment, whether programme or project level,
are handled according to the standard risk management cycle. See diagram
below:

Hisk Analysis

Select ‘

an and resource [

- .isk Management at Programme vs. Project level

Programme-level risks are those risks which affect the intended benefits of a

programme. There are two main types of programme level risks:

a) those risks which affect all or a number of projects within the programme;
and

-; those risks which so substantially affect the benefits of a key project that
they put the programme benefits at risk.

~.use risks are held by the Corporate PMO in the Programme Risk and Issue
Log. The Corporate PMO manages the log by:
* Horizon scanning for risk;
* Holding and updating the log, whether risks are raised inside or outside
the PMO; ‘
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» Circulating the log to the Programme Boards and through the Chairs of
the Boards to CEMB and other key stakeholders to ensure that there is an
awareness of risks; and

» Monitoring whether risk owners are undertaking management action as
assigned.

Project-level risks are those risks which affect the intended outputs or
benefits of the project. Project managers are responsible for managing and
logging project level risks. Project managers may delegate the management
of risk to appropriate risk ‘owners’, but they retain accountability for the
management of risk. Project managers are expected to keep unwanted
outcomes to an acceptable minimum.

Project managers should review the project risk log every time they submit a
Project Highlight Report. A full risk review of the project should be
undertaken at the end of every project stage.

Link with Corporate Risk Management Processes

The steps in project and programme risk management are as follows:

1. Risks which are identified at project level are logged by the project
manager in the project risk log, and if this places the directorate’s
objectives at risk, it should also be logged on the Corporate Risk Register
for the Business Unit.

2. Corporate PMO receive a copy of each project’s risk log as part of the
monthly Project Highlight Report.

3. Corporate PMO assess whether the risks are deemed significant at
programme level. If they are, the risk is logged in the Programme Risk
Log. The Programme Risk Log is circulated to all project managers,
sponsors, and the senior management team on a monthly basis.

4. Programme-level risks may also be picked up by Corporate PMO and
other stakeholders through horizon-scanning. If they are also significant
at the project level they may be devolved down to the project manager for
monitoring within the project environment too. This process is shown in
the diagram below:

~ Corporate Risk Log
Programme TR
Level Risk
Risks can be escalated '
up or devolved down by
Project Board / Teamor
Corporate PMO AR S
~ Corporate Risk Log

t Project Level Risk

Page 2 of 2



Page 311
APPENDIX C

Business Continuity Plans

1. Overview

1.1Business Continuity Plans allow Business Unit Heads, Departmental
Managers and members of CEMB to manage threats or incidents that have
the potential to disrupt the delivery of services or the conduct of Council
business.

1.2By focusing on the impact of disruptive events, BCM identifies the critical
services and function the organisation depends on, and what is required for
the organisation to continue to meet its obligations to its many stakeholders.
This allows the organisation to:
e Take steps to protect its people, premises, IT, supply chain, reputation etc
» Plan to respond effectively to disruptive events and challenges

1.3Business Continuity Management is a cyclical process, and is designed to
manage and control risks which can be described as “low probability, high
impact” events. It involves four stages:

Understanding the organisation

Determining the Business Continuity Strategy

Developing and implementing the BCM Plans

Exercising maintaining and reviewing

¢

L

1.4.1t requires both leadership and ownership from senior management, and
understanding and support throughout the organisation. For this reason,
Business Continuity Management is a mainstream activity, that is required of
all Business Units.

2 Roles and responsibilities
2.1 The Emergency Planning and Business Continuity Team are responsible for :
e maintaining the corporate Business Continuity Plan, and advising CEMB of
key Business Continuity risks, and mitigation strategies.
¢ providing advice and training to Business Units to support their Business
Continuity planning.
¢ Providing a programme of exercising to validate corporate and Business
Unit plans.

2.2 Heads of Business Units are responsible for:
» Considering the risk of business continuity disruption in their Risk Register
» Ensuring Business Continuity Plans are in place and reviewed twice a year.
 Providing data to the Emergency Planning and Business Continuity Team
to inform the corporate Business Continuity strategy.

. ..ch Directorate should appoint a Tier 2 lead on Business Continuity who will:

» Lead on and champion Business Continuity within the Directorate

= Represent the Directorate on the corporate Business Continuity
Management team in the event of an incident requiring a corporate
response.
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3 Understanding the organisation
3.1There are two aspects to this stage of Business Continuity Planning:
« |dentification and assessment of Business Continuity risks
« Analysis of the criticality of services and functions, and the resources
required to support them.

3.2Business continuity risks are identified by the Emergency Planning and
Business Continuity Team, based on the Community Risk Register compiled
in conjunction with the Emergency Services. Other Business Continuity Risks
are identified by the IT Services.

3.3Guidance on the likelihood of these risks occurring is provided centrally to
Business Units, who must then consider the impact of these risks on their
own operations and services. Business Units are expected to enter into their
Risk Register any individual BC risks that are of particular significance to
them, or a generic BC risk if no individual risk is significant.

3.4Analysis of the criticality of services and functions of a Business Unit is
undertaken on the basis of the length of time the service could cease to
function for, before a “Level 5” impact was felt on the Council Risk
Management Framework Impact scale (see Appendix B1). Since this
prioritisation of services will determine the order in which the Council recovers
its services in the event of an incident, these priorities should be agreed with
the responsible Cabinet Member.

3.5Each service is also required to identify and report to the Emergency Planning
and Business Continuity Team annually on the resources they would require
to maintain their service, considering:

People

Premises / workspace

Resources

Suppliers

IT

Vehicles

*e e o o o

4 Determining the Business Continuity Strategy

4.1The Councils Business Continuity Strategy operates at two levels: local
strategies developed by Business Units and services managers, and the
corporate strategy for dealing with larger events.

4.2Each Business Unit is required to identify local actions they can take to
maintain services in an incident. These can include remote working,
temporary suspension of non-key functions, supplier management strategies
etc. Business Units should also consider what actions they can take to
improve the resilience of their operations - for example by changing
operational processes, identifying alternative suppliers of goods and services,
identifying changes to the configuration of premises or infrastructure.

4.3 Corporate Business Continuity strategy focuses primarily on larger disruption
of access to premises, and major workforce disruption. This strategy is
developed based on an analysis of the data provided by the Business Units
(see 2.5).
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4.4 This plan is linked to the IT Disaster Recovery Plan, and provides the priority
order for recovery of IT Services in aftermath of an incident affecting IT
Services.

5 Developing the Business Continuity Plans

5.1The Business Continuity Response is again split into corporate and local
actions. The Corporate Business Continuity Plan sets out the incident
management framework for the Council as a whole, roles and responsibilities,
notification and escalation processes.

5.2Business Unit or service Business Continuity Plans are produced according to
a corporate template, and include local naotification and incident management
arrangements and checklists, along with the recovery requirements and
actions plans for restoration of services.

5.3Every Business Unit must have a Business Continuity Plan or plans covering
every aspect of their service.

5.4Business Units are also required to verify the Business Continuity
arrangements of their key suppliers and partners.

6 Exercising, maintaining and reviewing

A 1 The Corporate Business Continuity Plan is reviewed on a quarterly basis, and
exercised annually. The Emergency Planning and Business Continuity
Planning team maintain the plan, incorporating lessons from incidents and
exercises.

6.2Business Unit plans are required to be reviewed twice a year (in September
and April). These reviews should take account of lessons from incidents and
exercises, and organisational and operational changes that have occurred
since the last review.

6.3In addition, the Emergency Planning and Business Continuity Plan will audit a
number of Business Unit plans each year on a risk basis.

6.4Business Units plans will be exercised at least every three years, based on a
corporate programme developed by the Emergency Planning and Business
Continuity Team.
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Performance Management Framework

An overview

Haringey has a clear vision with strong political and managerial leadership. The vision is
reflected in Haringey’s Community Strategy which sets out the ambitions for the borough
and the outcomes we want to achieve. It provides the framework for all our plans and
puts the community at the heart of everything we do. We have established a golden
thread that links the Community Strategy to our Council Plan, business plans and
performance appraisal of our staff.

The diagram below shows our approach to performance management and how all the
component parts fit together.

Haringey’s Performance Management Approach

Sustainable Community Strategy
Council Plan

Local Area Agreement

Financial Strategy

Key Strategic Plans

Business Plans

Needs analyses

Horizon Scanning

Setting Objectives

* & & & & & & o

d Setting Targets
* for Improvement

Commissioning

i Reviewing: f Delivering

r

f Performance
t Performance . services

e LAA

¢ Council and HSP
Performance Framework

e Annual Residents Survey /

Strategy 5 @
4 < & Place Survey
@) :
O Management F + Complaints & Member
S Enquires analysis
% ‘Improving; . ll:re Business Plan Reviews
; . inance & Performa
£ Services " Renorts rmanee
) ) ¢ Performance appraisals
e Service Reviews «  Staff Survey
* Programme
Management
e Scrutiny
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Three-year targets for improvement are set out in our Council Plan, business plans and in
the Council’s Financial Strategy. Stretch targets have been agreed between Haringey
and the Government in our Local Area Agreement (LAA). Our Local area agreement
focuses specifically on addressing the big issues identified by the local community. We
negotiated thirteen stretch targets in line with our priorities as part of our first LAA and
have signed off a new LAA covering the period 2008/09 to 2010/11 including 35 key
improvement targets and a number of local targets.

Performance against objectives and targets is reviewed through a number of well-
established mechanisms. The Community Strategy and progress against national and
local improvement targets in our Local Area Agreement is monitored through a
performance management framework developed for the Haringey Strategic Partnership
(HSP). Regular performance review is undertaken by the HSP thematic partnership
boards. The HSP main board and the executive Performance Management Group receive
quarterly updates on areas key to both the delivery of the Community Strategy and the
Local Area Agreement.

Progress against the business plans is reviewed mid-year through the Pre-business Plan
Review (PBPR) process. The review is reported to Scrutiny and Cabinet Members and
feeds into budget planning ensuring that resources are directed to priorities. Business
Plans are reviewed at year end and at this stage, 3 year targets are set in line with best
performance in comparable authorities.

Every month, Management Board and Cabinet Members receive a report (with a
performance appendix) that tracks performance against a basket of key national and local
indicators and expenditure against budget. The report focuses on reviewing performance
against council priorities. In addition there are quarterly performance discussions at
Cabinet Advisory Board. These discussion focus on seeking solutions and for areas
where targets are not being met.

We have a well established performance appraisal scheme which ensures that our staff
are clear about their contribution towards the council’s objectives and that they have the
necessary skills to deliver quality services. In 2007 the Council’s Performance Appraisal
system was updated with the introduction of a revised competency framework and
management standards and upward appraisal feedback were introduced in 2008. The
council has long recognised the importance of the organisational culture and people’s
behaviours as a major determinant of our ability to meet aims and aspirations.

The views of our residents are important to us and we consider them as key indicators of
our performance. Every year we commission an independent residents survey which
tfracks perceptions over time and against other London authorities. This information
informs our business and other strategic plans. Every eighteen months we also carry out
an independent staff survey which shapes the way we manage and develop our staff. We
arc 2Iso an accredited Investor in People employer.

“~mplaints and Members' Enquires are key in identifying problem areas and in learning
from our mistakes in order to improve services.
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Where we feel that performance can be improved we take action to do so. Some of the
mechanisms we use include: service reviews, Business Process Re-design and Scrutiny
Reviews led by Overview and Scrutiny Members. To ensure that key projects are
delivered within time and budget we use our project management framework which is
based on Prince2.

An outline of the monthly performance review process is set out below.

Monthly Performance Review Process

Who? Process

* Directorate P

Performance Teams .
e Service Finance | Prepare Directorate Dashboard

leads

L
¥
Submit monthly dash

Directorate dashboard | board to Policy &
v mator ' Performance Team

(Richard Hutton)

/

Collate combined packs
(finance, performance and
HR) for monthly officer
meeting

Policy & Performance Team

7

o Chief Executive f

e Director o

«  Chief Financial Officer Hold combined monthly

« ACE POD Budget, Performance & HR
e ACE PPP&C officer review meetings

i:?
 Collate & circulate
+ actions arising ‘«1
from meetings

Corporate Finance

Directors office/support
co-ordinate responses
from Heads of Service/

[

§
; Send responses
g to actions arising

from meetings

“ractors
7
Policy & Performance i Prepare monthly summary
- vorate Finance | Finance & Performance

E Report for CEMB & Cabinet
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