Haringey Council

NOTICE OF MEETING

Audit Committee

MONDAY, 26TH JULY, 2010 at 19:30 HRS - CIVIC CENTRE, HIGH ROAD, WOOD
GREEN, N22 8LE.

MEMBERS: Councillors Khan (Chair), Amin (Vice-Chair), Diakides, Meehan, Bloch,
Butcher and Gorrie

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 12 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 -14)
To confirm and sign the minutes of the Audit Committee held on the 24 June 2010.
DEPUTATIONS AND PETITIONS
AUDIT COMMITTEE UPDATE FROM GRANT THORNTON (PAGES 15 - 16)
Report of Grant Thornton.
ACCOUNTS AUDIT APPROACH MEMORANDUM 2009/10 (PAGES 17 - 30)
Report of Grant Thornton.

PROGRESS REPORT ON COUNTER FRAUD ACTIVITY RELATING TO HOUSING
BENEFIT AND COUNCIL TAX BENEFIT (PAGES 31 - 36)

Report of the Director of Corporate Resources to advise and update Members on the
Counter Fraud performance of the Benefit and Local Taxation Service from the 1%
April 2010 — 30" June 2010.

INTERNAL AUDIT PROGRESS REPORT -2010/11 QUARTER 1 (PAGES 37 - 92)

Report of the Head of Audit and Risk Management to inform the Audit Committee of
the work undertaken during the first quarter by the Internal Audit Service in
completing the 2010/11 annual audit plan and reports issued for outstanding 2009/10
audits together with responsive fraud investigation work. In addition, to provide details
of the work the Council’s personnel division has undertaken in supporting disciplinary
action taken across all departments by respective council managers.

RISK MANAGEMENT UPDATE - QUARTER 1 2010/11 (PAGES 93 - 98)

Report of the Head of Audit and Risk Management to inform the Audit Committee of
the current position on compliance with the corporate risk management policy for the
management of risk registers across the council.

REPORT ON THE WORK OF THE AUDIT COMMITTEE 2009/10 (PAGES 99 - 112)
Report of the Head of Audit and Risk Management to advise the Audit Committee of
the proposed report to Full Council in respect of the work undertaken by the Audit
Committee during 2009/10.

NEW ITEMS OF URGENT BUSINESS

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



13. DATE OF NEXT MEETING

Tuesday, 14 September 2010, 7.30pm.

Ken Pryor

Deputy Head of Local Democracy and Member
Services

5™ Floor

River Park House

225 High Road

Wood Green

London N22 8HQ

Helen Jones

Principal Committee Coordinator
Tel: 020 8489 2615

Fax: 020 8489 2660

Email: Helen.jones@haringey.gov.uk

Friday, 16 July 2010
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MINUTES OF THE AUDIT COMMITTEE
THURSDAY, 24 JUNE 2010

Councillors Khan (Chair), Amin (Vice-Chair), Diakides, Meehan, Butcher, Strang
and Erskine

MINUTE ACTION
NO. SUBJECT/DECISION BY

PRACO01.| APOLOGIES

Apologies for absence were received from Clir Gorrie, for whom CliIr
Strang was substituting, and from ClIr Bloch, for whom ClIr Erskine was
substituting.

Clir Butcher apologised that he would be required to leave before the
end of the meeting.

PRACO02. URGENT BUSINESS

There were no items of urgent business.

PRACO03. DECLARATIONS OF INTEREST

CliIr Butcher declared a personal interest in respect of item 8, the Review
of Leasehold Service Charges, as a Haringey Leaseholder.

PRACO04. MINUTES
RESOLVED

That the minutes of the meeting held on 25 March 2010 be approved
and signed by the Chair.

PRACO05. DEPUTATIONS AND PETITIONS

There were no deputations or petitions.

PRACO06.| AUDIT COMMITTEE UPDATE FROM GRANT THORNTON

The Committee received an update report from Grant Thornton, the
Council’s external auditors. Paul Dossett, Grant Thornton, reported that
as a result of the Use of Resources scored assessment being
withdrawn, Use of Resources scores would not be published for
2009/10. The Council had previously scored a Level 3 for 2008/09.
Although no score would be published, Grant Thornton would still
present a report to the Committee, based on the Use of Resources work
that had been undertaken, along with any recommendations.

RESOLVED

That the content of the report be noted.
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PRACO7.

AUDIT AND INSPECTION FEES 2009/10

Kevin Bartle, Head of Corporate Finance, presented the report on Audit
and Inspection Fees for 2010/11 and confirmed that officers were
satisfied with the level of fees proposed. Paul Dossett, Grant Thornton,
reported that the letter attached to the report was the indicative fee letter,
as required by the Audit Commission. This would then be revised to take
into account the outcome of the previous year’s audit, once completed.
Although the Use of Resources scored assessment had been withdrawn,
it was reported that the majority of the work had already been
undertaken and that a significant reduction in fee in respect of this was
therefore unlikely in the current year. A reduction in fee would, however,
be seen in 2011/12. It was reported that the Audit Commission would be
issuing a fees consultation in the next month to consider the impact of
recent changes by the Government. Grant Thornton offered to share the
Audit Commission consultation document with the Committee, via
officers, once it was published

In response to a question from the Committee, it was reported that the
proposed fees for Haringey were 5% below the Audit Commission scale
fee.

The Committee expressed the view that the abolition of the CAA should
be reflected in a substantial reduction in audit fees for local authorities,
and requested that these views be fed back to the Audit Commission.
The Committee noted that in the current financial climate, the proposed
expenditure of amounts such as those represented by the fees in the
report had to be scrutinised closely.

In response to a question from the Committee regarding why a
significant proportion of the Use of Resources work had already been
carried out, Paul Dossett reported that although the scored assessment
had been abolished, it was still a requirement as part of the audit
process for the external auditors to form a conclusion regarding whether
the Council was achieving value for money. In response to a question
from the Committee regarding the engagement of officers with the
progress, it was confirmed that officers worked together with Grant
Thornton on this.

In response to a question from the Committee as to whether the fees
outlined in the report had already been spent, it was confirmed that they
were in the process of being paid. It was reported that the fees charged
to the 2010/11 budget related to work already completed to the end of
April 2010. The Committee expressed the hope that 2011/12 would see
a significant reduction in fees. Kevin Bartle advised that the fee for
certification of claims and returns was estimated, and that officers were
working to increase the quality of these areas to ensure that the actual
fee required was lower than the estimate. Mr Bartle reported that the
number of areas which could be challenged in respect of the Audit fees
was limited.

The Committee expressed concerns that the fees exceeded the amount
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budgeted, and asked what assumptions were used in setting the budget
in this area, and how this could be avoided in future. Mr Bartle advised
that it was usual for the budget to increase incrementally during the
course of the year. It was reported that risk-based inspection work
directed by the Audit Commission could not be anticipated or budgeted
for, as a result of which it represented an overspend which could not be
controlled in advance, but which officers were working to manage
internally.

The Chair noted that the indicative fees reported would be reviewed
during the year, and that the Committee would be advised of any
changes or further details. The Chair advised the Committee that,
although the CAA scoring system had been abolished, the need to
scrutinise performance was still there. It was noted that it was not yet
clear what the charges would be for any new system, but the Chair
requested that Grant Thornton feed back to the Audit Commission
Members’ opinion that fees should be substantially reduced. While
hoping that fees would be reduced, the Chair requested that officers
carefully scrutinise the fees already set to ensure that the Council was
receiving best value and report back to the Committee periodically
regarding any changes determined by the Audit Commission.

Taking into account the comments made during the discussion it was:
RESOLVED

That the proposed audit and inspection fees for 2010/11 from Grant
Thornton and the Audit Commission be noted, as recommended, subject

to further scrutiny by the section 151 Officer of the Council given the
Members’ opinion that fees should be substantially reduced.

PRACO08.

REVIEW OF LEASEHOLD SERVICE CHARGES

Phil Harris, Assistant Director of Strategic and Community Housing,
introduced the report on leasehold service charges from Grant Thornton,
and the Council’'s responses. The overall conclusions of the Grant
Thornton report were that the home ownership team were efficient in
calculating service charges, and the report also set out examples of best
practice and specific areas where Haringey could make improvements. It
was reported that there were a number of areas where the
recommendations of Grant Thornton had not been agreed and reasons
had been provided for this, however Grant Thornton had confirmed that
none of these areas were of fundamental importance, and would be kept
under further review.

David Longbottom, Grant Thornton, reported that the review was of a
high-level, strategic nature rather than a detailed examination. It was
reported that a number of examples of good practice had been found,
and the overall conclusion was that the home ownership team managed
charges in an efficient and effective manner, with statements being
provided to leaseholders in a timely and well-managed way and based
on good quality information. Mr Longbottom outlined the
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recommendations that had been made and reported that, where the
recommendations had not been agreed by the Council, these were
areas of low to medium risk and the responses were adequate for the
time being but would require further review.

In response to questions from the Committee, Mr Longbottom confirmed
that no leaseholders had been interviewed during the course of the
review and that a single sample service charge statement had been
reviewed. Mr Longbottom advised that they had requested to interview
leaseholders, however this had not proved possible in the timescale
available. It was reported that as it was a high level review, the focus
was on the way in which systems were used to manage information, and
not on the detailed analysis of individual accounts.

Committee Members confirmed that, as ward councillors, they often
encountered residents with concerns regarding statements, and
expressed concern that the methodology of this review would not be
able to provide assurance on whether Homes for Haringey was obtaining
the best value for money. Mr Longbottom stated that the review had
been a short, high level diagnostic review, the scope of which was to
focus on whether the systems were in place to deliver value for money.
Based on experience of more extensive leasehold reviews carried out for
other authorities, Grant Thornton recognised the issues raised by
Members, but emphasised that this review was to look at the systems in
place. Paul Dossett, Grant Thornton, reported that a decision had been
taken to look at Haringey in respect of the high level controls in place.
The findings of the review did not guarantee that every statement
produced would be accurate, but gave an indication in respect of the
overall systems and controls. The Committee noted that all Members
were aware of case-studies where things had gone wrong, and Rowann
Limond, Homes for Haringey, asked all Members to notify Homes for
Haringey regarding any concerns they had.

In response to a request from the Committee regarding how the work
undertaken provided assurance, Mr Longbottom reported that tests were
applied such as whether contracts were competitively tendered and
whether processes were in place for managing contracts and quality of
work. The scope of the work gave the opportunity for Grant Thornton to
highlight areas where there was a potential to review systems to
increase their efficiency, for example in this review the area of pre- and
post-work inspections had been raised as a potential area for the
possible introduction of automated systems. In response to concerns
from the Committee had this recommendation had not been agreed,
Rowann Limond, Homes for Haringey, reported that this area would be
reviewed in two years time when the existing systems in place would no
longer be supported. It was confirmed that systems were currently in
place to support this area, but that the issue identified by Grant Thornton
was within these systems where manual checking was currently needed.
The Committee noted that any manual system increased the likelihood
of human error occurring, and that this was a concern, although it was
acknowledged that a computerised system did not eliminate the risk of
error. The Committee suggested that, as the potential for error had been
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recognised in this particular area, manual checks could be increased in
this area until such time as the systems were fully reviewed and it was
agreed that this would be taken into account.

In response to concerns from the Committee regarding the level of pre-
and post-inspections reported, Rowann Limond confirmed that the
amount was higher than indicated in the report as the contractor carried
out 10% and the client team also carried out 10%. It was also confirmed
that estate services staff were able to check on repairs carried out to any
communal blocks in their care. The Committee raised the issue of areas
where there was a high number of individual properties, where it was not
possible for estates staff to carry out checks, and it was suggested that
such properties could be targeted more specifically when arranging post-
inspection.

The Committee asked why it had not been agreed that a written guide to
leaseholder consultation procedures be produced, in response to which
Homes for Haringey advised that a written guide would increase the risk
associated with staff outside the Home Ownership Team taking
decisions in relation to Qualifying Long Term Agreements without
seeking guidance from the Home Ownership Team. Mr Longbottom
confirmed that statutory duties were being met in this regard, but that it
was good practice for a written procedure to be produced, for use in
conjunction with advice from the Home Ownership Team. In response to
the advice from Homes for Haringey that the guidance for other staff was
to consult with the Home Ownership Team, it was suggested that this be
confirmed in writing, as a way to resolve this issue.

Julie Parker, Chief Financial Officer, and Kevin Bartle, Head of
Corporate Finance, confirmed that it was of concern that there were
recommendations that had not been agreed, and suggested that these
issues be reviewed in 6 months’ time and a report produced on what
changes had been made and how Homes for Haringey were managing
the risks. In response to a question from the Committee, it was
confirmed that if the progress outlined in the follow up report was not felt
to be satisfactory, then the Chief Financial Officer would be required to
direct that issues were addressed appropriately. Mr Bartle advised that,
although there were concerns that certain recommendations had not
been agreed, these issues were not felt to be serious internal control
weaknesses and that it was on this basis that a six month review had
been suggested.

The Committee noted that there had been a number of issues around
housing in the past and that things had improved significantly, however
progress in certain areas was still needed and it was essential for
progress to be reported back to the Committee. The Committee agreed
that a report should come back to the Committee in 6 months’ time.
Rowann Limond reported that the service was undergoing an Audit
Commission inspection and that the draft recommendations from this
inspection would be available for this follow up report.

The Committee agreed that a full report should come back in 6 months’
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time, but also requested an interim report in 3 months, the focus of which
should be the work Haringey officers were undertaking to challenge and
address the issues raised.

On a motion by the Chair it was:
RESOLVED
i) That the Council’s response to the report on leasehold service
charges from Grant Thornton in the form of an agreed action
plan be noted;
ii) That a follow up report be presented to the Committee in 6

months’ time and that an interim progress report be presented
to the Committee at the meeting on 14 September 2010.

PRACO09.

GRANT THORNTON - REVIEW OF PARTNERSHIP WORKING IN
HARINGEY
Clir Butcher left the meeting at 20:45hrs.

Eve Pelekanos, Corporate Head of Performance and Policy, presented
the report on the outcomes and recommendations arising from the
review of Haringey Strategic Partnership by Grant Thornton, which had
been undertaken between November 2009 and February 2010. The 12
recommendations were set out in the action plan along with the
Partnership’s responses, and all 12 recommendations had been agreed
by management, several of which had already been implemented. It was
reported that further announcements were awaited from the Government
in respect of the future of the LAA and plans for strategic partnerships.

In response to a question from the Committee regarding progress with
the agreed action to implement a new data platform, Ms Pelekanos
confirmed that this work would enable joint needs assessments and
would be of benefit to all partners.

The Committee expressed concern that Members heard very little about
the work of the HSP, and that this review had not identified this as an
issue. Concern was also expressed regarding the recommendation on
private sector engagement, as not all Members felt that private sector
engagement was necessary. The Committee asked whether any
payment was required in relation to the advice being sought on how best
to engage with the private sector, in response to which Ms Pelekanos
agreed to seek information on this point and report back.

The Committee also expressed some concern regarding the
recommendation on Community Link Forum representation, as it was felt
that it was the responsibility of HAVCO to ensure that all delivery
agencies were fully involved in the work of the Partnership and that
effective involvement did not necessarily require every group to
participate directly in the decision making process. Paul Dossett, Grant
Thornton, advised that this recommendation had been made on the
basis of feedback received, although the most important issue was to
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increase the number of demonstrable outcomes.

The Chair advised the Committee that although the CAA ratings had
been abolished, the need to continue and improve partnership working
remained strong and this work should continue. The Chair welcomed the
report that all 12 recommendations had been agreed, and noted the
deadlines for implementation. The Chair noted the endorsement of the
Section 151 officer in the report.

RESOLVED

That the content of the report and the 12 management actions contained
in the action plan be noted.

PRAC10.

DRAFT ANNUAL GOVERNANCE STATEMENT 2009/10

Anne Woods, Head of Audit and Risk Management, presented the report
on the requirements of the statutory Annual Governance Statement
(AGS) and the draft AGS relating to 2009/10. In accordance with the
terms of reference of the Audit Committee, the Committee was asked to
review and approve the draft AGS. It was reported that the format of the
document was prescribed by CIPFA, with the detailed content provided
by the local authority. The statement should include significant
governance and control issues identified during 2009/10, and any
outstanding issues from the previous year. The report included
recommendations arising from external inspections. It was reported that
it was important that governance and control procedures were
embedded, as the external inspection arrangements were changing in
2010/11.

The Chair advised Members that it was the responsibility of the Audit
Committee to approve the draft statement before it was presented to the
General Purposes Committee with the Statement of Accounts.

The Committee asked about the Data Quality issues identified, and
whether any work had been undertaken to establish how the situation
had developed in the first place. The Head of Audit and Risk
Management reported that the issues had been identified as part of the
Joint Area Review, which had looked at the processes from beginning to
end as well as the individual actions carried out. The Committee asked
about the data quality issues identified in Benefits, in response to which
it was reported that these had been identified by the Council’s external
auditors and as part of the National Indicator audit work, and that officers
had been working to identify and address the fundamental causes of
these issues.

The Committee noted the recent ruling against the Council in respect of
the equalities impact assessment issues with the Ward's Corner
planning application, as this had highlighted issues in respect of the
Council’s equalities impact assessment. Officers agreed to reflect the
issue in the AGS.
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The Chair asked what steps were being taken in order to confirm that the
Council was complying with the relevant guidelines and legislation, in
response to which the Head of Audit and Risk Management reported
that this was confirmed by the work of internal audit and the external
auditors. The Chair asked whether the Head of Audit and Risk
Management had looked into the relevant standing orders, standing
financial instructions, scheme of delegation and supporting procedure
notes and manuals, and the Head of Audit and Risk Management
confirmed that this had been done.

The Chair reported that the Audit Committee had received reports on 28
October 2009 and 5 November 2009 regarding the Alexandra Palace
and Park governance issues and the Committee had agreed that all the
recommendations relating to the APP should be implemented by set
deadlines, the final date of which was 31 March 2010. As advice had
previously been received from the Head of Legal Services that the
Section 151 Officer was responsible for the effective financial
management of the Council including the Alexandra Palace and Park,
the Chair requested a report from the Section 151 Officer to this
committee, updating the Committee on the quality of compliance with the
deadlines set by the Committee in implementing the recommendations
relating to Alexandra Palace and Park.

In response to a question from the Chair regarding who had made the
judgement set out in paragraph 4.9 of the statement that no gaps in
compliance had been identified in relation to the fulfilment of all the
requirements set out in the CIPFA statement by the CFO, it was
confirmed that this was the judgement of the Head of Audit and Risk
Management. In relation to section i) of the governance framework,
ensuring compliance with relevant laws and regulations, internal policies
and procedures and that expenditure is lawful, the Chair asked who
assessed this, in response to which it was confirmed that this was
determined by internal audit, the external auditors, the Chief Financial
Officer and the Monitoring Officer.

The Chair asked if there were any other governance issues besides
those included in the draft AGS which should be included, in response to
which the Head of Audit and Risk Management confirmed that the draft
statement was comprehensive and there were no further issues to be
reported. The Chair asked the external auditors whether they felt that
there were any other governance issues to be reported, in response to
which Paul Dossett, Grant Thornton, reported that there were no
outstanding issues that they felt should be reflected in the AGS. Mr
Dosset reported that spot checks on data quality were being carried out
and if any issues were identified as a result of these, the question of
whether these should be included would be considered, although at
present no significant control issues had been identified.

The Chief Financial Officer confirmed that she was satisfied with the
content of the draft AGS.

Taking into account the comments made in discussion, the assurances
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of internal and external audit and the Chief Financial Officer, it was:
RESOLVED
i) That the draft AGS for 2009/10 be approved

ii) That the approval timescale and processes for the draft AGS
be noted.

iii) That a report from the Section 151 Officer be presented to the
Committee in due course, updating on the quality of
compliance (with the deadlines set by the Committee) in
implementing the recommendations relating to the governance
issues of the Alexandra Palace and Park.

PRAC11.

ANNUAL AUDIT REPORT AND ASSURANCE STATEMENT 2009/10

Anne Woods, Head of Audit and Risk Management, presented the report
on the overall adequacy and effectiveness of the system of internal
control and risk management operating throughout 2009/10, in
accordance with the terms of reference of the Audit Committee and the
CIPFA Code of Practice annual reporting requirements. The report
included the sources of assurance for the overall audit opinion for
2009/10, including external inspections. Appended to the report was a
summary of the feedback from senior managers regarding the
effectiveness of the system of internal audit.

In response to a question from the Committee regarding the overall
findings of the report, the Head of Audit and Risk Management
confirmed that there were no significant governance issues which should
be included in the AGS. Audit reports with limited assurance had been
produced during the year, however these did not have an impact on the
overall Audit opinion. The Committee expressed concern regarding
priority 1 recommendations that were outstanding, in response to which
the Head of Audit and Risk Management confirmed that 95% of
recommendations had been implemented fully, and the remaining 5%
were in the process of implementation. The Chair reminded officers that
the Committee wished for all recommendations to be implemented fully,
not just priority 1 recommendations.

In response to a question from the Committee regarding the response
rate for the feedback provided by senior managers, it was confirmed that
the information was based on 1:1 interviews with 20 senior managers.

The Chair noted the comments of the Chief Financial Officer in relation
to the report, and asked how the Council could place confidence in its
systems of internal control, risk management and internal audit. The
Head of Audit and Risk Management confirmed that this reliance was
based on the work of internal audit and the Council’s external auditors.
The Chair asked whether the review of effectiveness of the system of
internal control received confirmation from a cross-section of senior
officers that systems were sound, in response to which the Chief
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Financial Officer confirmed that this was the case, and that responses
had been received from individual departments.

In response to a question from the Chair regarding project management,
the Head of Audit and Risk Management reported that resources were
available within Internal Audit to undertake reviews covering areas such
as terms of reference, project documentation and the compliance
framework relating to project work. The Chair requested that a report on
Project Management be produced for the Committee’s consideration in
order to satisfy Members that everything was being done in the
appropriate manner.

On a motion by the Chair it was:
RESOLVED

i) That the content of the annual audit report and assurance
statement 2009/10 be noted for reasonable assurance, but not
absolute assurance.

ii) That the annual audit report and assurance statement be
presented to the next available Full Council meeting for
information.

iii) That a report on the overall Project Management
arrangements be produced for the Committee’s consideration
in order to satisfy the Committee that project management
arrangements were adequate and sound.

PRAC12.

REVIEW OF THE EFFECTIVENESS OF THE SYSTEM OF INTERNAL
AUDIT

Anne Woods, Head of Audit and Risk Management, presented the report
on the outcome of the independent review of Haringey’s internal audit
service and the requirements of the Accounts and Audit (amendment)
(England) Regulations 2006 and the actions taken to address these. The
review was undertaken in accordance with the CIPFA Code of Practice,
and took the form of a peer review with three other London authorities.
The report on Haringey had been produced by the London Borough of
Kensington of Chelsea. A recommendation that the review of the
effectiveness of Internal Audit should be presented to Audit Committee
had been made, and had been addressed by the information provided to
the Committee in the previous report on the agenda.

In response to a question from the Chair, the Chief Financial Officer
confirmed that she was fully satisfied with the content of the report.
Grant Thornton also confirmed that they were satisfied with the report.

RESOLVED
i) That the findings of the review which confirms that Haringey’s

internal audit service fully complies with the CIPFA Code of
Practice be noted.




Page 11

MINUTES OF THE AUDIT COMMITTEE
THURSDAY, 24 JUNE 2010

ii) That the actions taken to address the recommendation made
be noted.

PRAC13.

CORPORATE RISK REGISTER

Anne Woods, Head of Audit and Risk Management, presented the report
on the latest corporate risk register and business units’ and departments’
actions to monitor, review and update risk registers in compliance with
the Council's risk management strategy. In accordance with the
corporate risk management strategy, CIPFA code of practice and terms
of reference of the Audit Committee, the corporate risk register was
presented to the Committee on an annual basis. It was reported that the
corporate risk register was reviewed on a quarterly basis by the Chief
Executive’s management board, and that the Audit Committee received
quarterly reports on the implementation of the corporate risk
management strategy.

The Committee expressed concern regarding the high likelihood
recorded in relation to inadequate financial management and reductions
in specific and general grant allocations, in response to which the Chief
Financial Officer advised that the likelihood related to the reduction in
grant allocation aspect, rather than inadequate financial management.
The Committee suggested that these two aspects should be separated
into different risks, to make this point clear.

In response to concerns from the Committee regarding the relatively
high likelihood attributed to the risk of lack of safety and well-being for
clients within child protection services, the Head of Audit and Risk
Management advised that the risk remained high while actions from the
ongoing action plan were still in the process of becoming embedded. It
was reported that improvements had been made, but that there was
further progress to be made and that, as this progress was reviewed, the
risk would reduce further.

The Committee asked for clarification of the basis on which the
assessment of the risks associated with staffing issues was made, in
response to which it was confirmed that this was in the context of the
impact of reductions in grant funding and Government cuts. Members
requested that this background be made clearer in the report, so that the
commentary provided supported the scores given.

In response to general questions and concerns regarding how the
assessments of likelihood and impact were made, the Head of Audit and
Risk Management advised that all the assessments were made on a
subjective basis and would change as situations developed.

The Chair advised the Committee that greater detail was provided in the
quarterly risk management reports and that it was the responsibility of
the Audit Committee to review the corporate risk register once a year.
The Chair advised that he had looked into the corporate risk register in
detail, and compared it with the previous year’s report. The Chair had
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asked a number of questions regarding the report in advance of the
meeting, and had received a full response from the Chief Financial
Officer in respect of these questions. It was agreed that this
correspondence would be circulated to all Members of the Committee for
information. The Chair thanked the Chief Financial Officer for the
response he had received and asked the Chief Financial Officer to
confirm that the report and corporate risk register complied with the
CIPFA guidance and the Council’'s overall requirements. The Chief
Financial Officer confirmed that it did comply with the CIPFA guidance
and the Council’'s overall requirements to the best of her professional
knowledge and judgements, and that this confirmation would be
reflected in future reports. In reply to the Chair's question, she further
assured the Committee that the Risk Management Policies and
Strategies were much more robust and there was an integrated
approach to the risks across the authority.

Members requested that the report be provided in colour in future, for
clarity, and it was agreed that a colour copy of this report would also be
circulated to members of the Committee. It was also agreed that the
previous year's scores be incorporated in future reports, to enable
Members to get an idea of the direction of travel.

Taking into account the comments made in the discussion of the report,
the Chair moved and it was:

RESOLVED

i) That the current version of the corporate risk register,
prepared in accordance with the Council’s risk management
policies and strategies, be noted.

ii) That CEMB_R 004 be separated into two separate risks
relating to i) inadequate financial management impacting on
the Council’s ability to deliver services and ii) reductions in
specific and general grant fund allocations being greater than
expected impacting on the Council’s ability to deliver services.

PRAC14.

AUDIT COMMITTEE DRAFT WORK PLAN 2010/11

Anne Woods, Head of Audit and Risk Management, presented the report
on the Audit Committee’s proposed annual work plan for the 2010/11
municipal year. The report included a summary of the statutory reports
and those included in the Committee’s terms of reference, and when
these were expected to come to the Committee. It was reported that
there were a number of external inspections and follow up reports which
could not necessarily be anticipated and which would be added to the
work programme throughout the year. It was reported that, at the request
of the Chair, an additional Committee meeting had been scheduled for
the 2010/11 municipal year.

It was noted that 3-month and 6-months reviews in respect of the
Leasehold Charges were to be added to the work plan further to
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MINUTES OF THE AUDIT COMMITTEE
THURSDAY, 24 JUNE 2010

discussion earlier in the meeting, and the Chair advised that additional
noted that reports on the Housing Services inspection, safeguarding
children and vulnerable adults, Health Inequalities, Alexandra Palace
and Park, Project Management and Data Quality (together with any
other items, meeting day to day needs) should also be added to the
work plan.

Taking into accounts the additional reports discussed, it was:
RESOLVED

That the annual work plan for the 2010/11 municipal year be approved
with the added reports.

PRAC15.

NEW ITEMS OF URGENT BUSINESS

There were no new items of urgent business.

PRAC16.

DATE OF NEXT MEETING

Monday, 26 July 2010 at 19:30hrs.

The meeting closed at 21:50hrs.

COUNCILLOR GMMH RAHMAN KHAN

Chair
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’5 ) GrantThornton

LONDON BOROUGH OF HARINGEY

AUDIT PROGRESS REPORT - JULY 2010

Work Progress

Audit Plan Our full audit plan and updated audit fee was agreed with management and
2009/10 presented to the February 2010 Audit Committee.

2009/10 We worked with the Council to help prepate for the 2009/10 accounts

accounts audit | audit, including the Head of Corporate Finance attending a half day
accounts workshop on 10 February at our offices.

Interim - our interim audit work is complete and there were no issues to
report to the Audit Committee. Following this, we will present our Accounts
Audit Approach Memorandum to the July meeting.

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

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. We are continuing to work with management as preparations
(IFRS) for IFRS continue and had a positive meeting with officers on 29 March to

review the good progress being made to date. We are scheduling a further
progress meeting for July.

Value for The final accounts audit and finalisation of data quality spotcheck work
Money this Summer will draw to a close our work to support the 2009/10 Value
conclusion for Money conclusion. This work has included the 2009 Use of Resources
2009/10 (UoR) assessment work that we completed in Summer 2009 and the local

risk based UoR work that we have reported on during 2009/10.

We will present the results of our recent 2010 UoR assessment work to the
November 2010 Audit Committee in our Value for Money report 2010. This
will recognise the areas where the Council made progress since our last
report and outstanding areas for development but, with the abolition of
CAA and the scored assessment, we will not be reporting UoR scores.
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Work Progress

Grants claims We presented our report of summary findings from our certification of
and returns 2008/09 claims and returns to the February 2010 Audit Committee. Our
certification 2009/10 certification work is beginning in July.

Audit Plan We have agreed our indicative fee for 2010/11 with the Chief Financial
2010/11 Officer and presented this to the June meeting of the Audit Committee.

This letter is prepared in advance of the audit year in order to provide the
Audit Commission will details of indicative fees nationally. Our risk
assessment and, if required, our audit fee will be updated and further detail
provided in our full 2010/11 Audit Plan, which will be presented to the
Audit Committee in early 2011.

Grant Thornton UK LLP
July 2010

Page 2
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0 Grant Thornton

Accounts Audit Approach Memorandum

London Borough of Haringey

For the year ended 31 March 2010
8 July 2010

Paul Dossett
Engagement Lead

T 020 7728 3180

E paul.dossett@gtuk.com

Paul Hughes

Senior Audit Manager

T 020 7728 2256

E paul.hughes@gtuk.com

Helen Phillips

Audit Senior

T 020 7728 2385

E helen.phillips@gtuk.com
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o Grant Thornton

Grant Thornton UK LLP
Grant Thornton House
Melton Street

London NW1 2EP

T +44 (0)20 73835100
F +44 (0)20 7728 2085
www.grant-thornton.co.uk

To the Audit Committee of London Borough of Haringey

We are pleased to perform the audit of London Borough of Haringey for the year ended 31
March 2010. This memorandum highlights the key elements of our proposed audit strategy for
the benefit of those charged with governance, in accordance with the requirements of
International Standard on Auditing (UK & Ireland) 260.

We have considered our independence and objectivity in respect of the audit and do not believe

there are any matters which should be brought to your attention except as disclosed in Section 4,
"The small print'. This memorandum has been prepared on the basis of the limitations set out in

"The small print'.

We look forward to working with you during the course of the audit.

Grant Thornton UK LLP

Chartered Accountants

Member firm within Grant Thornton International Ltd

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

Grant Thornton UK LLP is authorised and regulated by the Financial Services Authority for investment business.
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1 Our audit approach

1.1 Audit objectives
Our audit objectives are as follows:

e to audit the financial statements of London Borough of Haringey (the Council)

e to produce a concise and constructive report of key issues to the Council (our
Annual Report to those Charged with Governance (ISA 260))

e to draw to your attention any material weaknesses in internal control that come to
our attention during our audit work.

Our audit approach is based on an assessment of the audit risk relevant to the
individual elements of the financial statements. We focus much of our audit effort
on the areas that we deem to be of highest risk of material misstatement. Our work
in other areas will typically be proportionately lower than for high risk areas.

1.2 Audit strategy

We will be working closely with the finance team to ensure that we meet audit
deadlines and conduct the audit efficiently, with the minimum of disruption to the
Council's staff.

In summary our audit strategy comprises:

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

e reviewing the design and implementation of the internal financial control systems
to the extent that they have a bearing on the highest risk areas of 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 appropriate
audit procedures

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

e reviewing the adequacy of material disclosures in the financial statements

e verifying all material balance sheet accounts and performing analytical review of
income and expenditure streams.
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1.3 Identified high risk areas
In summary, our audit approach in respect of high risk areas will be as follows:

Capitalisation of Loss on Icelandic Investment

The Council has been permitted to capitalise the loss it has incurred on its Icelandic
investments in the year. This capitalisation it intended to spread the cost to the
Council over several years to minimise the impact in the current year when the
Council is facing significant cost pressures in some service areas.

We will undertake procedures on this capitalisation to ensure that it has been
accounted for in line with the guidance.

Fixed Assets Valuation

There is potential risk of material misstatement of asset values due to valuations not
being performed in line with required standards. We have identified this as a
significant issue for all of our local authority clients and raised some issues as part of
last year's audit of the Council. In addition an asset management programme is now
being used on SAP for the second time.

Our work will focus on whether asset values have been determined on the correct
basis and are materially correct at the balance sheet date.

Financial Targets

The Council, in common with all local authorities, has to achieve significant savings
in the next financial period. There is a risk that this could have a significant impact
on the level of reserves held by the Council. We will carry out an updated review of
the Council's financial position as part of our going concern procedures.

IFRS
As part of our audit we will be reviewing the Council's preparation for International
Financial reporting Standards in 2010/11 including:

e accounting for any potential IFRIC 12 (service concession arrangements)
transactions in the 2009/10 accounts.

e planning the restatement of 2009/10 accounts under IFRS.

e progress in addressing the key IFRS issues surrounding the accounting for
Property, Plant and Equipment, Reserves and Group Accounts.

These are further detailed in Table 2.1.

1.4 Materiality

An item would be considered material to the financial statements if, through its
omission or non-disclosure, the financial statements would no longer show a true
and fair view.
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Materiality is set at the outset of planning to ensure that an appropriate level of audit
work is planned. It is then used throughout the audit process in order to assess the
impact of any item on the financial statements. Any identified errors or differences
greater than 2% of materiality will be recorded on a schedule of potential
misstatements. These are assessed individually and in aggregate, discussed with you
and, if you do not adjust, signed off by you in your letter of representation to us,
confirming your view that they are immaterial to the financial statements.

An item of low value may be judged material by its nature, for example any item that
affects the disclosure of directors' emoluments. An item of higher value may be
judged not material if it does not distort the truth and fairness of the financial
statements.

1.5 Internal controls

Auditing standards require that we evaluate the design effectiveness of internal
controls over the financial reporting process to identify areas of weakness that could
lead to material misstatement. Therefore, we will focus our control review on the
high risk areas of the financial statements.

We are also required to assess whether the controls have been implemented as
intended. We will do this through a combination of inquiry and observation
procedures, and, where appropriate, systems walkthroughs. However, our work
cannot be relied upon necessarily to identify defalcations or other irregularities, or to
include all possible improvements in internal control that a more extensive controls
review exercise might identify.

We will work with the internal audit function to ensure our audit approach takes
account of the risks identified and the work they have conducted, subject to our
review of the effectiveness of the internal audit function.

1.6 Audit of IT and outsourced systems

Our audit approach assumes that our clients use a computer system for accounting
applications that process a large number of transactions. Accordingly, our approach
requires a review of the Council's internal controls in the information technology
(IT) environment.

We have involved Technology Risk Services team members during the audit, this
was based on the complexity of I'T used in the significant transaction cycles and the
control risk assessment.
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2 Key audit 1ssues and financial reporting matters

We will report to you in our Annual Report to Those Charged with Governance (ISA
260), our findings and conclusions in respect of each of the risks that we have
identified at the planning stage of the audit:

21 Key audit issues

Issue Response

Capitalisation of Loss on Icelandic We will undertake procedures on this
Investment capitalisation to ensure that it has been
The Council has been permitted to accounted for in line with the guidance.

capitalise the loss it has incurred on its
Icelandic investments in the year. This
capitalisation it intended to spread the cost
to the Council over several years to
minimise the impact in the current year
when the Council is facing significant cost
pressures in some service areas.

Fixed Assets Valuation Our work will focus on whether asset
There is potential risk of material values have been determined on the
misstatement of asset values due to correct basis and are materially correct at
valuations not being performed in line the balance sheet date. We will carry out
with required standards. We have detailed testing of fixed assets during the

identified this as a significant issue for all audit and report our findings as part of
of our local authority clients and raised ~ the ISA 260.

some issues as part of last year's audit of

the Council. In addition an asset

management programme is now being

used on SAP for the second time.

Financial Targets We will carry out an updated review of
The Council, in common with all local the Council's financial position as part of
authorities, has to achieve significant our going concern procedures.

savings in the next financial period. There
is a risk that this could have a significant
impact on the level of reserves held by the
Council.
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Issue

Response

IFRS
As part of our audit we will be reviewing
the Council's preparation for

International Financial reporting
Standards in 2010/11.

We will continue to liaise on a regular
basis with officers and monitor the
Council's progress against its IFRS
project plan. We will also review the
implications of any developing issues
through reference to IFRS guidance
and the finalised IFRS Code.

e accounting for any potential non-PFI
related IFRIC 12 (service concession
arrangements) transactions in the
2009/10 accounts

planning the restatement of 2009/10
accounts under IFRS

progress in addressing the key IFRS
issues surrounding the accounting for
Property, Plant and Equipment,
reserves and Group Accounts.

2009 SORP
The Council is required to comply with
the 2009 SoRP in preparing its 2009 /10

accounts.

The principal change in the 2009 SoRP is
around current and prior year adjustments
to accounting for Council Tax (CT) and
National Non-Domestic Rate

(NNDR) income.

From 1 April 2009 the Council's accounts
should:

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

e 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 is no
anticipated impact 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.
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2.2 Financial reporting matters

Issue

Response

Reporting Timetable

Un-audited accounts and summarisation
schedules have to be submitted to the
auditor by 30 June 2010. Audited annual
reports, accounts and summarisation
schedules have to be signed off by 30
September 2010.

Draft accounts were received by 30 June
2010. We will raise with management
and, as required, those charged with
governance, if there are any issues that
would threaten achievement of opinion
sign off by 30 September.

Other Regulators

We will need to consider the work of
other regulators (e.g. The Audit
Commission) in reviewing the Annual
Governance Statement (AGS). Should
other regulators identify significant
weaknesses in the internal control
environment, we would expect this to be
reported in the AGS, along with the
action plan to correct identified internal
control weaknesses.

We will review the AGS to ensure that
the disclosures in it are consistent with
our knowledge of the organisation. In
reviewing the AGS we will also consider
the work of internal audit, knowledge of
the Council gained in our Use of
Resources and interim audit work, and
overall links with the Council's Assurance
framework.

Building Schools for the Future

The Government recently announced
significant changes to the national BSF
programme. although we understand that
none of the Council's schemes have been
cancelled there is a risk that future
funding of the programme may be
subject to change.

We will consider the need for any
accounting or disclosure amendments that
may be required in the context of any
further national developments.

2.3 Update on previous period's unresolved key audit issues (taken from

our 2009-10 report)

Issue

Response

Depreciation of Council Houses
The Council has previously used the
major repairs allowance (MRA) as a
proxy for Council house depreciation.
This will not be consistent with IFRS
compliant accounting.

The Council is to revalue its land and
buildings providing a split between the
land and buildings in order to calculate
the depreciation of the buildings.

We will review the depreciation
calculation, including the revaluation
exercise, as part of our audit of the
Council's accounts.
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3 Logistics

3.1 Timetables and milestones
The following proposed timetable and deadlines have been set:

Event Date

Pre-year end fieldwork including internal controls review ~ March 2010

Statutory Accounts emailed to Auditors 30 June 2010
Commence fieldwork 5 July 2010

Manager visit to review work July and August 2010
Partner visit to review work September 2010
Clearance meeting to discuss our findings 9 September 2010
Report to General Purposes Committee 23 September 2010

The audit process is underpinned by effective project management to ensure that we
co-ordinate and apply our resources efficiently to meet your deadlines. It is therefore
essential that we work closely with your team to achieve this timetable.

3.2 Engagement team
Our engagement team for the audit will include:

Name Role Contact details

Paul Dossett Engagement 020 7728 3180
partner

Paul Hughes Senior Audit 020 7728 2256
manager

Melanie Fox Assistant 017 5378 1218
Manager

Helen Phillips Audit Senior 020 7728 2385

Negat Sultan IT Manager 0116 257 5590
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3.3 Fees

Our fee for the audit is £515,000 as agteed in our 2009/10 audit plan issued to the
Council in December 2009. This fee includes the audit of the Council's financial
statements and work to support our 2009/10 Value for Money conclusion, including
the Use of Resources assessment work that we completed in Summer 2009 and the
local risk based Use of Resources work that we have reported on during 2009/10.

We have proposed this fee on the basis that:

e statutory accounts are presented to us on 30 June 2010 for our review, with
appropriate disclosures.

e supporting schedules for all figures in the accounts in line with the requirements
of out audit arrangements letter are supplied by the agreed dates.

e all books and records are made available to us

e a trial balance together with reconciled control accounts are presented to us by 5
July 2010

e your staff are available to help us locate information and to provide explanations

e all deadlines agreed with us are met.

Our ability to deliver to the agreed timetable and fee will depend upon this. If there
are any variances to the above plan, we will discuss them with you and agree any
additional fees before costs are incurred, wherever possible.
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4 The small print

ISAUK 260 requires communication of:

relationships that have a bearing on the independence of the audit firm and the integrity and

objectivity of the engagement team
nature and scope of the audit work
the form of reports expected

Engagement terms

The purpose of this memorandum is to
highlight the key elements in the proposed
strategy for the audit of the Council for the
year ended 31 March 2010.

The document is also used to report to
management in order to meet the
mandatory requirements of International
Standard on Auditing (UK and Ireland)
260.

Confidentiality

This memorandum is strictly confidential,
and although it has been made available to
management to facilitate discussions and
should not be disclosed to third parties
without our prior written consent.

Ethical standards

We have implemented policies and
procedures to meet the requirements of the
Auditing Practices Board's Ethical
Standards.

Communication of adverse or
unexpected findings

We will communicate any adverse or
unexpected findings affecting the audit on a
timely basis with the appropriate person
within the business. Such communication
will be made either informally or via an
audit progress memorandum.

The actual or potential resolution of
significant audit and accounting issues will
be discussed and agreed with the Council's
management and documented for the
General Purposes Committee's
consideration.

Audit quality assurance

Grant Thornton's audit practice is currently
monitored by the Audit Inspection Unit, an
arm of the Financial Reporting Council
which has responsibility for monitoring the
firm's public interest audit engagements.
The audit practice is also monitored by the
Quality Assurance Directorate of the
ICAEW. Grant Thornton UK LLP also
conducts internal quality reviews of
engagements.

Furthermore, audits of Local Government
bodies are subject to the Audit
Commission's quality review process.

We would be happy to discuss further the
firm's approach to quality assurance.

Independence and robustness
To maintain our independence as auditors
we ensure that:

e audit partners are rotated off the audit of
audited bodies every five years and audit
managers every seven years

e Grant Thornton, its partners and the
audit team have no family, financial,
employment, investment or business
relationship with the Council

e our fees paid by the Council do not
represent an inappropriate proportion of
total fee income for either the firm,
office or individual partner.

e Atall times during the audit, we will
maintain a robustly independent position
in respect of key judgement areas.
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Audit and non-audit services
Services supplied to the Council during the
year are set out below:

£

Audit services

Statutory audit of accounts
and Value for Money

£515,000

Communication with those charged
with Governance

Communication with those charged with
governance is an essential element of the
audit. We will discuss with the Audit
Committee the scope of our work in
advance. We propose that we meet with the
General Purposes Committee following the
conclusion of our procedures in order to
communicate the matters arising

We would also be interested to hear if there
are other matters that the Audit Committee
would like us to address and to understand
more fully the Committee's expectations
and requirements from the audit process.

Roles and responsibilities

The directors are responsible for the
preparation of the financial statements
which show a true and fair view of the
Council's affairs and for making available to
us all the information and explanations we
consider necessary.

Legislation requites that the directors'
report must contain a statement that, for
each person who was a director when the
directors' report is approved:

® 5o far as the director is aware, there is no
relevant audit information of which the
company's auditors are unawate

e they have taken all steps they ought to
have taken as a director in order to make
himself aware of any relevant audit
information and to establish that the
company's auditors are aware of that
information.

Legislation also requires that the Council
maintains such books and records as will be
sufficient to show the nature of all
transactions and disclose, at any time, the
financial position of the Council.

The Council's management is responsible
for:

e the identification, assessment,
management and monitoring of risk

e developing, operating and monitoring the
system of internal control

e providing assurance to the Audit
Committee that this has been done.

The Audit Committee is required to review
the Council's internal financial controls. In
addition, the Committee is required to
review all other internal controls and
approve the statements included in the
annual report in relation to internal control
and the management of risk.

The Audit Committee should receive
reports from management as to the
effectiveness of the systems they have
established, as well as the conclusions of
any testing conducted by internal audit.
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Haringey Council [N (0) ,] Agenda Item

Audit Committee On 26" July 2010

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

Report of : Julie Parker, Diregtior of Copporate Resources

Signed : a{ \ h@ iz

Contact Officer : lan Biggadike, Deputy Head of Benefits and Local Taxation (020 8489
1939)

-

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

1. Purpose of the report

1.1 To advise and update Members on the Counter Fraud performance of the
Benefit and Local Taxation Service from the 15t April 2010 - 30th June 2010.

2. Introduction by Cabinet Member (if necessary)
2.1 N/A

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

3.1 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

4. Recommendations
4.1 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.

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

6. Other options considered
6.1 Not applicable
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7. Summary
7.1 The Benefits and Local Taxation Service continues to maintain and further
develop an effective approach to counter benefit fraud activity.

7.2 During quarter 1 from 1/4/10 to 30/6/10 BLT achieved 24 sanctions and have
a further 5 cases referred for prosecution.

7.3 Key work priorities for the Fraud Investigation Team in 2010/2011 will be
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.

8. Director of Corporate Resources Comments
8.1 The Director of Corporate Resources notes the contents of this report and
confirms that the counter-benefit fraud activity undertaken is provided within
the overall benefits & local taxation cash limit.

9. Head of Legal Services Comments
9.1 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.

9.2 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.

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

11. Equalities &Community Cohesion Comments

11.1 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 adherence to the Council’s Equalities and Community Cohesion policies.

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

13. Service Financial Comments

13.1 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.

13.2 However, there is a clear expectation on Local Authorities to maintain

2
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effective counter fraud activity. The Benefits and Local Taxation Service
currently 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.

14. Use of appendices /Tables and photographs

14.1 Appendix 1 - Detailed breakdown of sanction cases achieved during
Quarter 1 2010/11

15. Local Government (Access to Information) Act 1985

15.1 The background working papers are located within the BLT Fraud
Section,10 Station Rd, Wood Green. The BFI Report was published in
October 2007 and is available on the internet under www.bfi.gov.uk

16. BACKGROUND

16.1 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.

16.2 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.

17. COUNTER FRAUD ACTIVITY

17.1 Performance of the Fraud Investigation Team for April to June 2010/11 is
summarised in table 1.

17.2 Successful outcomes for 15t quarter 2010/11 (figures in brackets are for the
equivalent period in 2009/10)

Sanction Type Number April to Status
Issued June
Target
Caution 16 (4) Accepted
Admin Penalty 3 (@ Accepted
Prosecution 5 (5 Guilt
Total 24 (11) 30 (25)

Table 1

17.3 A more detailed breakdown of cases forwarded for prosecution and sanctions
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
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Sanctions performance during quarter 1 was slightly below the target of 30
Sanctions. However this was largely due to the identification of 30 new cases
in June 2010 with overpayments totalling circa £209,000 where Sanctions are
appropriate. It is therefore projected that the shortfall in the target for
sanctions will be recovered by the end of August 2010.

Partnership working with the Police took on a higher profile in the last quarter
of 2009/10 and in the first quarter 2010/11. The Fraud Team have been
providing extensive intelligence into Police led Operations — particularly
Trident, Golf (Child Trafficking), Horwood (Eastern European crime) and
Payback (Proceeds of Crime). In addition — we continue to work closely with
Safer Communities to provide intelligence towards the Gang Action Group
initiative

We have achieved our first successful prosecution from Operation Rize
(Money Laundering) in May 2010 — and have a further 3 ongoing prosecution’s
with the Crown Prosecution Service as a result of these partnership
initiatives. These cases represent serious acquisitive crimes so the Authority
will be applying for compensation in respect of the Housing and/or Council
Tax Benefit overpayments (Criminal Benefits) and in the most serious cases
via the liquidation of criminally obtained assets (Criminal Lifestyle offences) by
using the Proceeds of Crime Act after a successful conviction has been
achieved.

Overpaid Housing Benefit

From 1/4/10 to 30/6/10 - counter fraud activity has identified £292,305.10 in
overpaid benefit and a further £1,894.77 in Administrative Penalties. Central
government subsidy paid in relation to overpayments is paid at a rate of 40p
to the £1.00 or 40%.

Consequently, it can be estimated that £116,922.04 has been generated in
subsidy which effectively results in a 60% shortfall against benefit
expenditure. ~

Currently, recovery performance in relation to all in-year created
overpayments cannot be accurately recorded due to a problem with the
software application. This is due to be resolved by the supplier in July 2010.
The problem is affecting all councils using this software

ANTI-FRAUD AND CORRUPTION STRATEGY

The Council’s Anti-Fraud and Corruption Strategy - relating to Housing
Benefit and Council Tax Benéefit 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.
4
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Haringey Council
Agenda item:

Audit Committee

gl Agenda ltem 9

On 26 July 2010

Report Title: Internal Audit Progress Report — 2010/11 Quarter 1

Report authorised by: Director of Corporate Resources

J e is\3 o
Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@haringey.gov.uk

Wards(s) affected: All

Report for: Non-key decision

1. Purpose of the report

1.1 To inform the Audit Committee of the work undertaken during the first quarter by the
Internal Audit Service in completing the 2010/11 annual audit plan and reports
issued for outstanding 2009/10 audits together with the responsive fraud
investigation work. In addition, to provide details of 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 provide assurance that managers have implemented agreed recommendations
and improvements.

3. Recommendations

3.1 The Audit Committee is recommended to note the audit coverage and progress
during the first quarter 2010/11.

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 1 to




Page 38

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 30 June 2010 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;

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

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

6.2 The information has been complied from information held within the Audit & Risk
Management Unit and from records held by Deloitte and Touche and 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 this report, and
advises that there are no direct legal implications arising out of the report.

8. Chief Financial Officer Comments

8.1 There are no direct financial implications arising out of this report. The costs for the
internal audit service as a whole are contained within the revenue budget for the
service.
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8.2 The Chief Financial Officer is pleased to note the implementation of all Priority 1
recommendations by their due date. Whilst there remain a number of lower priority
recommendations which remain outstanding or only partly implemented, the Chief
Financial Officer considers the actions taken by management to be satisfactory in
managing the risks facing the Council.

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 1st Quarter | Year to date | Target

A1l Audit work Completed vs. Planned 95% 95% 95%
programme

A2 User satisfaction (1 = low, 5 = 3 3 3.75
high)

A3 Time taken to complete 11 weeks 11 weeks | 8 weeks
investigations (2009/10 referrals)

A4 Priority 1 recommendations 100% 100% 95%
implemented at follow up

16. Internal Audit work — Deloitte and Touche contract

16.1 The activity of Deloitte and Touche for the first quarter of 2010/11 to date is detailed at
Appendix A, which also includes reports issued for outstanding work from the 2009/10
audit plan. 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 30 June, only 2 recommendations from prior years remained
outstanding: 2005/06 - One Priority 2 recommendation remains outstanding; and 2007/08 -
One Priority 3 recommendation remains outstanding. Work is ongoing to address these and
internal audit is satisfied that managers’ actions are appropriate to manage the lower
priority risks facing the Council. Internal Audit will continue to monitor implementation of
recommendations to ensure appropriate actions are taken to mitigate identified risks.

16.3 A summary of all follow up audits projects which have been undertaken is also included in
Appendix A (pages 26-27). We have followed up on 181 recommendations and found that
152 (84%) have been implemented, 11 have been partly implemented, 11 have not been
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implemented and seven are no longer applicable. All Priority 1 recommendations followed
up to date, where the deadline for implementation has passed, have been implemented.

16.4 To date, 95% of the planned annual programme of work for quarter 1 has been delivered. A

total of 20% of the total annual audit plan was estimated to be delivered in the first quarter
of 2010/11. At this stage 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 conjunction with the Director of Corporate Resources, Directors are kept advised of the

17.

17.1

outstanding 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 1, 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/irregularities

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 2010/11 and any which were brought forward from 2009/10. 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 first quarter, one
whistleblowing referral was made.

17.2 Within the first quarter, no new cases were referred to Internal Audit for investigation, and

three cases were completed during the quarter involving Council employees. The three
cases completed took 11 weeks on average to complete. One case required liaison with
the Department for Work and Pensions, another London borough and our own Housing
Benefit department in order to conclude and this took a total of 14 weeks. The remaining
two cases both took less than the 8 week target. 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
first quarter, 16 referrals in relation to new allegations were made via the Council’s email
reporting facility. Of these, nine related to housing benefits issues and were referred to the
Housing Benefit Fraud Investigation Team for further review and two referrals related to
school admissions. Five referrals were not related to fraud within Haringey Council.

17.4 The In-house Team also investigates claims of non-receipt of Council cheques. In the first

quarter of 2010/11, there have been no referrals for investigation and no losses to the
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Council. 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.

17.5 During the first quarter, the in-house team has also undertaken work to support the
Corporate Finance business unit in the review and certification of grant claims which fall
outside the remit of external audit. Reviews of grant claims for Adult Stroke Care and GAF
have been satisfactorily completed and the certification provided within the central
government timescales.

18. Council-wide disciplinary statistics

18.1 Appendix C details the number of disciplinary suspensions and/or action taken in the first
quarter of 2010/11. 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 During quarter 1, the number of disciplinary cases investigated was 64, with 45 remaining
‘open’ at the end of the quarter. The average length of time taken to resolve disciplinary
cases in quarter 1 was 105 days, the same as the previous quarter. Five of the complex
cases which contributed to the increased length of suspension time in recent quarterly
reports were resolved during quarter 1, although some remain under investigation.
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APPENDIX C

Haringey Council — Audit Committee

Disciplinary Case Analysis April to June 2010

Introduction

The information in this report is taken from SAP, covering the period 01 April 2010 - 30 June 2010.

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:

e Casual or Sessional Workers
e Schools
e Agency Workers

Legend

Adults, Culture & Community Services ~ AS
“The Children & Young People’s Sevice G
Corporate Resoumes e CR
People & Organisational Development PO

Policy, Performance, Partnership & Comms PP
UrbanEnwronment UE
Harmgey Councn HGY

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

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
Safeguard the integrity and good reputation of the Council

(Disciplinary Procedure July 2005)

| of 7



Disciplinary Cases

Page 86

APPENDIX C

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

‘Cases Open

Directorate
AS | 5
Gy , H.?A&vw(

Cases Closed
6

o> 00 N O

—t

9

Disciplinary Cases by Directorate

No of cases

11
24

No of employees
10

23
4

Please, note that the total number of cases is 63, but this only represents 55 employees. The reason
being, that one employee can have more than one case running concurrently. For example, an
employee’s dismissal could count as one case and their appeal as another.

« Urban Environment has the highest percentage of disciplinary cases against its workforce at

2.35% in this quarter

e 44 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

Invest. - not suspend'e‘d‘ 15 S

Invest. - suskpended 17 R 13A
ET 2 1

Appeal 10 0

Total 44 19

20of7

Cases Closed

30
3
10
63

20 i

48

16
100
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The following table identifies the outcomes of the 19 cases that were concluded.

Disciplinary Case Outcomes

vest. , , o
Invest. - Invest. - Invest. -

Outcome not f
suspendeq | SUsPended - appeal - ET

Total : %

; Comprdmisé ag’r'eement | 0 0 O' 0 OV ) O’
. Appeal D|sm|ssed S O - . Yy O ; o 0
DIS AppealUpheld o o O . e o L
D|s Dismissal N o e S P L

D|s ET W|thdrawn . o e o L o

Dus i Wntten Warnmg O 3 o oy 3

oo 'No Actlon o L o o - :
Dis Other N | ' e Sy e L, 11
Dig.wRelegatlon/Demo e e o o P e 2 o
D:s ReS|gned o e . O . 1 B
Dus kVerbaI Warnmg § L o o Y S L
bie. Wntten Warmng o o e S 1 : e
Escalated to next stage B 0 o o R o
Suspensmn Ln‘ted e e o e S 6
ota o e . o L e 1 OO ‘

* 16% of cases resulted in Final Written Warning and Suspension being lifted

This table displays reasons for Disciplinary action against employees.

Reasons for Disciplinary Cases
Reason ; v L Cases Opéyn CasesC]osed Total e % ,
Assault o T 1 A L -
A’ttendance S L .
Behav|our S 19
Fraud/Theft o 4
MISUSG of resources | 2

s 40
10
Neghgence 10

Other 7
Total 44

12 ‘ 19
11 17
100

AN NN NN -
o2}

-t
©
[0)]
wW

» The highest cause for disciplinary action was for Behaviour at 40%

3of7
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This table looks at the ethnic breakdown and gender split for Disciplinary cases

Disciplinary Case employee representation
by Ethnicity and Gender

Female Male All
Ethnic Class ~ Total %  Total %  Total %
B&ME 18 51 17 49 35 64
e 0 w8 0o n
NotDeclared ~ 0 0 1 100 1 2
Total 28 51 27 49 55 100

e 33% of the workforce is male, but the male representation with disciplinary cases is significantly
higher at 49%

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 dlsclphned employees in Dlrectorate)

Ethnic MANUAL - SC1- 305 | SC6-802 | POT- P03 - PO4-PO7T  POB+ TOTAL
Group CWF WF T WF T WF T WF T WF T WF
R o et S B S S
AS  White 20 1 10 0 3 30
. wia o . e
save e I

o e o e s w e e
AL e W e w1

| ave e L 5w
'CR  White 50 0 50
- ol e

Dir
: T

0

0

0

0

0

0

0

0

O :
B &M WO 100 o 100 |

0

0

0

0

0

0

0

0

0

0

PO Whlte
Total
B&ME

PP White
Total
B&ME

UE White
Total
B & ME

HGY  White
Total

100
100

50

100
- 69
31
100
65
35
100

15

> O A O D 2 O = A NN

15
23
15

® N OO OO0 000 =0 = h = Wwo mie-g—-i

—_
w

15
15
11
26

e
N
N
[0}

O 0O N O N O O O - 0O - NN o g w. N s —- W
B OO WN = N O NMNO OO - O =< o0o:Nh b O O O
W
(&)}

—
[<e]

o
©
M NDO OO OO OO OO0 OO0 OO NNOOO Of—{

oooooo7ofooofo\o;o;o;osofgofo;ogoﬁo:
NN OO ONMONOOO0OOOO M NWOO O
LM OO OO0OOOO0OOOOOO®©® © O 0 O O

—
[<o]
(O3]
(6)]
-
N
—
N
()]
I

22

4 0of7
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NB: 1 employee from Children and Young Peoples Service is excluded from the above table due to not having an ethnicity
declared, however, falls into salary band PO8+

50f7
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Suspensions

This table shows a summary of suspension cases.

Case status

Summary of Suspension Cases

No. of cases heard o

No. of cases not concluded

No. of cases not concluded - leaver
Total

Timescales (no of days) of Suspension Cases

Total ; |

12

BRI

!

30.,

APPENDIX C

The table below looks at the 30 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.

Directorate
As
“CR
o
;PP, o
UE

HGY

Total cases

closed

On average, 105 days were spent on each suspension case within the quarter.

- 1-60

12

61-  121-  181-
120

Timescales (no of days) of Suspension Cases

180

T -

o o o

A~ N O o o

240 ;240+%

w w o o o o o

10 w20
.
L
DU
9 1501
30 3158
13

6of7

Avg
Total - Total ' days of -
- cases ' days | total

o .. .cases
8 555

69

92

76

30

0

167
105

Total

Max.
Oays 7%
240,, : 4 :
, 191, 2 ,

0 0
é84 4 |
284 12

Avgk

| days of

cases

~ heard

112
114
76

132

113
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Average and Maximum Days Taken for Suspension Cases by Directorate

L 450 -
400 1
350 -
300 -
- 250
200 -
| 150 -
100 { :
501 FLIR

AS C CR PO PP

Avg. days Max. days -

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

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

- 200

- 160 -

Jul09 - Sep09 Oct09 - Dec09 Jan10 - Mar10 Apr10 - Jun10

Total Number of Cases B Average Days per Case .

There are a number of difficult and complicated suspension cases, 5 of these have been concluded in
this quarter and there are still a number under investigation. As a result of these ongoing cases, the
average days suspended remains high but remains the same as the last quarter.

7 of7
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Haringey Council

Agenda item:

Audit Committee On 26 July 2010

Report Title: Risk Management update Quarter 1 2010/11

Report authorised by: Director of Corporate Resources 4 o
i g P T Rne~ 15/

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 inform the Audit Committee of the current position on compliance with the
corporate risk management policy for the management of risk registers across the
Council.

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.

3. Recommendations

3.1 The Audit Committee is recommended to note the compliance with the risk
management strategy for the completion of risk registers across the Council.

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.
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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 compliance with the corporate risk management
framework for risk registers during the first quarter of 2010/11.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
advises that there are no direct legal implications arising out of the report.

8. Chief Financial Officer Comments
8.1 The CFO notes that that the Council is fully compliant with the Corporate risk
management strategy with regard to managing risk registers.

8.2 As stated in paragraph 12.1, there are no direct financial implications from this report
as the work associated with implementing, updating and monitoring the Council’s
various risk registers is included within service budgets.

8.3 However, the risks themselves highlighted within Appendix 1 could have financial
implications if the risk materialises but, should this occur, the impact, mitigation and
reporting of these would normally be addressed in a separate report. Any significant
implications would be reported to the Audit Committee as part of the agreed Terms
of Reference.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how risk registers are managed across all areas of the
Council. Improvements in managing risks and controls will 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.

Report Template: Formal Bodies
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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 1 2010/11

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 latest version was
approved by the Audit Committee at its meeting on 25 March 2010.

15.2 The Chair of the Audit Committee requested that a report on risk management and
compliance with the Council’s strategy in respect of risk registers be presented to the
Committee on a quarterly basis. The review and testing of risk registers forms part of
the 2010/11 annual audit plan which was approved at the Audit Committee meeting on
25 March 2010. This is an ongoing process to ensure the key controls to manage
identified risks are effective and operate as intended.

16. Risk Registers
16.1 All risk registers are managed electronically at business unit, department and

corporate level. Appendix 1 shows the latest position for all Business Units and
Directorates as at 30 June 2010.

Report Template: Formal Bodies 3
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16.2 The corporate risk register is reviewed on a quarterly basis by the Chief Executive’s
Management Board and reported annually to the Audit Committee. The last review by
the Audit Committee was completed at its meeting on 24 June 2010.

16.3 Covalent provides an audit trail to allow for monitoring and follow up by Internal
Audit. Three risk registers are awaiting review and update during July 2010 (Strategic
and Community Housing Service, Communications and Safer Communities). All other
risk registers for business units and directorates have been reviewed and updated in
accordance with the corporate policy. During 2009/10, the Audit Committee received
details of the Safeguarding/JAR action plan, which has its own risk register. Details of
this risk register have been included in Appendix 1 for completeness.

Report Template: Formal Bodies 4
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Haringey Council

Agenda item: [No_]

Audit Committee On 26 July 2010

Report Title: Report on the work of the Audit Committee 2009/10

Report authorised by: Director of Corporate Resources T 2 Az Sl:H o

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 the Audit Committee of the proposed report to Full Council in respect of
the work undertaken by the Audit Committee during 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 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 External audit is also a key part of the overall governance and control framework and
their work to the Audit Committee gives further independent assurance and

reporting.

3. Recommendations
3.1 That the Audit Committee reviews and approves the draft report on the work of the
Committee during 2009/10.

3.2 That the final version of the report is presented to the next available Full Council
meeting for information.

4. Reason for recommendation(s)
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41 The Audit Committee Terms of Reference require it to report the work it has
undertaken to full Council. In order to facilitate this, a draft report is provided for
review and consideration by the Audit Committee.

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. Regular reports are presented to the Audit Committee and
additional work is requested during the year to ensure that the Audit Committee fulfils
its responsibilities.

6.2This report looks at the work undertaken by the Audit Committee during 2009/10.
The details within the report have been complied from the agendas, reports and
minutes of the Audit Committee during the 2009/10 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
advises that there are no direct legal implications arising out of the report.

8. Chief Financial Officer Comments

8.1 The Chief Financial Officer notes that this report has been compiled to ensure
compliance with the Council’s agreed Terms of Reference of the Audit Committee
which are based on CIPFA guidance and therefore best practice.

8.2 The work undertaken last year was comprehensive and plays an important role in
providing an environment of strong internal control.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with the work of the Audit Committee during 2009/10 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
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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 — Annual report to Full Council
Appendix B - Committee Attendance 2009/10
Appendix C - Audit Committee activity 2009/10

14. Local Government (Access to Information) Act 1985
14.1 Audit Committee Agendas and Minutes 2009/10.

5. Introduction

5.1 Haringey Council’s Audit Committee has been established for a number of years,
in accordance with best practice, with agreed Terms of Reference based on
CIPFA guidance, which have been formally adopted and incorporated into the
Council Constitution.

5.2 In fulfilling its Terms of Reference the Audit Committee produces an annual report
of the work it has completed during the year which is submitted to a meeting of
the Full Council for information.

6. Reporting Process

6.1 In order for the Audit Committee to review and provide input into the report to Full
Council, a draft annual report of the Audit Committee is attached as Appendix A.
The report has been compiled using the agreed agendas, reports and minutes of
the 2009/10 municipal year. During this year, the Audit Committee met on five
occasions: 2 June, 30 July, and 5 November 2009; 1 February and 25 March

2010.

6.2 The annual report of the Audit Committee includes the recorded resolutions and
recommendations of the meetings which have been approved as an accurate
record in accordance with Council procedures.

6.3 The report at Appendix A is structured against headings which reflect the Audit
Committee’s agreed terms of reference, rather than chronological order of
committee meetings, in order to prevent repetition and duplication.
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Appendix A
1. Background

1 1The Terms of Reference of the Audit Committee require it to maintain an overview
of the Council’s arrangements for corporate governance and the regulatory
framework: internal control; risk management; internal audit; external audit; and
the accounts. This report has been produced to advise Full Council of the matters
considered by the Audit Committee at its meetings during the municipal year
2009/10, in fulfilment of its Terms of Reference. It is presented to Full Council for
information.

1 2The Audit Committee is required to meet at least four times per year in accordance
with the Council’s reporting and financial cycles. During 2009/10, the Committee
has met on five occasions and each meeting was quorate. Members’ attendance is
recorded in Appendix B attached to this report.

1 3CIPFA best practice guidance recommends that the Council’s Section 151 Officer
(or his deputy) and Head of Audit and Risk Management should attend each
meeting, with other Chief and Senior Officers attending as required. The Council’s
external auditors, Grant Thornton, also attended all meetings of the Committee
during 2009/10. Appendix B identifies all the Council officers who attended the
respective committee meetings during 2009/10.

2. Summary

2 1The Audit Committee takes its responsibilities very seriously and considers its role
in enhancing the Council’s intemal control environment to be significant in
assisting the Council to achieve the highest possible rating as part of the previous
Comprehensive Performance Assessment (CPA) process. During 2009/10, key
achievements for the Committee were:

« Contributing to the CAA assessment for 2008/09 and assisting the Council
achieve a score of 3 out of 4 for Internal Control, as part of the Use of
Resources assessment;

e Providing input into to the Internal Audit function thorough review and
approval of the annual audit plan and quarterly review process. This included
monitoring implementation of audit recommendations as part of the formal
follow up reporting process, resulting in 95% of all high priority
recommendations being fully implemented at the time of the follow up audit;

e Reviewing the Council’s responses to external inspections in a number of key
areas and providing independent challenge to the agreed action plans; and

« Contributing to and approving the Council’s Annual Governance Statement for
2008/09.

2.2 The purpose of the Audit Committee is to provide independent assurance of the
adequacy of the risk management framework and the associated control
environment, independent scrutiny of the authority’s financial and non-financial
performance to the extent that it affects the authority’s exposure to risk and
weakens the control environment, and to oversee the financial reporting process.
Over the last year the Audit Committee has fulfilled its purpose and terms of
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reference and presented a challenge in relation to the Council’s system of internal
control and financial reporting arrangements.

2.3 The following sections describe the work of the Audit Committee in relation to the
key tasks identified within the committee’s agreed Terms of Reference which were
in effect during 2009/10. The Audit Committee agrees and maintains a work
programme for its main areas of activity. The reports received during the 2009/10
municipal year are shown at Appendix C.

3. Corporate Governance and regulatory framework

3.1 The core functions of the Audit Committee in this area are:

To maintain an overview of the Council’s Constitution in respect of finance and
contract procedure rules and codes of conduct and behaviour.

To maintain an overview of the Council’s arrangements for Corporate
Governance and agreeing necessary actions to enable the authority to
implement best practice as set out in statutory and other guidance.

To receive and recommend for adoption the Council’s Statement on Internal
Control (now Annual Governance Statement).

To monitor council policies on ‘Whistleblowing’ and Anti-fraud and Corruption.
To review any issue referred to it by the Chief Executive, a Director, or any
Council body.

To consider the Council’s compliance with its own and other published
standards and controls.

3.2 During the 2009/10 municipal year, the Audit Committee:

Reviewed and approved the Council’s draft Annual Governance Statement,
recommending changes be made to the draft statement to reflect members’
concerns in relation to safeguarding and treasury management governance
issues and approved the final version

Received reports on a quarterly basis on compliance with the Council’s finance
and contract procedure rules as part of the annual programme of internal audit
work

Received reports on a quarterly basis on counter-fraud activity relating to
Housing Benefit and Council Tax benefit

Received and approved the revised and updated Council policies for
Whistleblowing, Anti-fraud and Corruption, and Fraud Response Plan

Received and approved the revised and updated Council anti-money
laundering policy and approved its inclusion with the existing corporate anti-
fraud policies

Received a report on the implementation and use of the Council’s
Whistleblowing Policy across the Council

4. Risk Management

4.1 The core functions of the Audit Committee in this area are:

To approve the Council’s Risk Management Policy and receive regular reports
on compliance with the policy across the authority.
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To review the effectiveness of systems for the assessment and management of
material areas of risk within Haringey and monitor their maintenance and
development in accordance with the Risk Management Policy.

4.2 During the 2009/10 municipal year, the Audit Committee:

»

Received and approved the revised and updated Risk Management Policy and
Strategy

Received reports on a quarterly basis on compliance with the Council’s risk
management strategy

5. Audit activity
5.1Internal Audit. The core functions of the Audit Committee in this area are:

To consider the Head of Audit and Risk Management’s annual report and
opinion, and a summary of Internal Audit activity (actual and proposed) and
the level of assurance it can give over the council’s corporate governance
arrangements.

To consider and approve the Council’s Annual Internal Audit Plan and ensure
that it is consistent with the scope of the audit engagement or service delivery
arrangements.

To consider reports dealing with the management and performance of the
Council's providers of Internal Audit Services.

To consider quarterly reports in respect of internal audit activity including
ethical oversight issues and any major findings arising from internal audit
reviews and ensure that appropriate corrective action has been taken.

To consider a report from Internal Audit on agreed recommendations not
implemented within a reasonable timescale.

To approve any significant changes to the strategic or annual audit plan as
requested by officers

To receive reports from the Head of Audit and Risk Management on
appropriate matters

5.2 During the 2009/10 municipal year, the Audit Committee:

Received the Head of Audit and Risk Management’s annual report and
assurance statement for 2008/09, including a summary of internal audit
activity

Received a report on the independent assessment of the effectiveness of the
system of internal audit and approved the action plan to address the one
recommendation made to ensure full compliance with the CIPFA Code of
Practice

Received and approved the 2010/11 annual internal audit plan and internal
audit strategy

Received quarterly reports detailing internal audit activity of the Council’s
internal audit service provider (Deloitte and Touche), and the in-house audit
team, including details of agreed performance management indicators
Received quarterly reports on implementation of all recommendations made
by internal audit and approved the actions taken by managers to implement
outstanding recommendations

Received a report on the follow up audit of governance arrangements at
Alexandra Palace and Park (APP Trust and APTL Company)
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5.3 External Audit. The core functions of the Audit Committee in this area are:

To receive and note the Annual Audit Plan from the external auditor.

To receive the Annual Audit Letter from the external auditor and make any
appropriate recommendations to the Council or The Executive in respect of
these matters.

To receive quarterly and annual reports in respect of external audit activity
including ethical oversight issues.

To question officers and Executive Members on the above matters

To make any appropriate recommendations to full Council or The Executive in
respect of these matters.

To commission work from Internal and External Audit.

To liaise with the Audit Commission over the appointment of the Council’s
external auditor.

5.4 During the 2009/10 municipal year, the Audit Committee:

Received the Annual Audit and Inspection Letter 2008/09 and recommended
the action plan to reduce teenage pregnancy be included in the Council’s
response to the Audit and Inspection Letter

Received the External Audit Strategy Document for year ending 31 March
2009

Received and considered the 2009/10 external audit and inspection plan and
requested further information to substantiate the additional work undertaken
which resulted in an increased external audit fee

Received quarterly reports providing updates on key external audit issues and
progress against the agreed external audit plan

Received a follow up report in respect of progress against the agreed action
plan for the Health Inequalities in Haringey review, covering the Council,
Primary Care Trust and the Haringey Strategic Partnership and requested the
Joint Director of Public Health provide an explanation to a subsequent
meeting of progress made against the agreed action plan. The subsequent
report by the Acting Joint Director of Public Health provided progress updates
against the action plan, in light of the pressures experienced in responding to
the Flu pandemic during 2009/10, was noted

Received a report detailing the external auditor’'s report in respect of the
Comprehensive Performance Assessment (Use of Resources) for 2008/09 and
requested further reports be provided on progress to address the identified
issues with data quality

Received the external auditor’s grant claims and returns planning
memorandum for 2008/09

Received the external auditor’s report on the outcomes of the annual grant
work 2008/09 and requested that progress against the agreed action plan be
reported during 2010/11

Received the external auditor’s report following their review of information
technology controls
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Received the external auditor’s report on Leaseholder service charges and
requested that officers provide a response and an agreed action plan to the
next meeting of the committee.

6. Accounts

6.1 The core functions of the Audit Committee in this area are:

To review the annual statement of accounts. Specifically to consider whether
appropriate accounting policies have been followed and whether there are
concerns arising from the financial statements or from the audit that need to
be brought to the attention of the Gouncil.

To consider the External Auditor’s report to those charged with governance
on issues arising from the audit of the accounts.

6.2 During the 2009/10 municipal year, the Audit Committee:

Received a report detailing the outcome of the annual audit of the 2008/09
statement of accounts, reporting an unqualified audit opinion and requested
officers provide update reports on progress against the agreed action plan
Received a progress report on the implementation of the new International
Financial Reporting Standards (IFRS) and the Council’s actions to meet the
required deadlines

7. Other issues

7.1 During the 2009/10 municipal year, The Audit Committee also:

Received and approved the Audit Committee 2009/10 work plan and
implemented a monitoring system 1o ensure that all requests and
recommendations made by the Committee were appropriately addressed
Received and approved a report on the work of the Audit Committee in
2008/09, recommending that the implementation of recommendations arising
out of the internal audit report of governance arrangements at Alexandra
Palace and Park be given a final deadline, and presented this to Full Council
Received a report on the review of the effectiveness of the Audit Committee
and recommended: increasing the number of Audit Committee meetings held
during the year; increasing the opportunity for members to meet with the
Head of Audit and Risk Management; producing a clear timetable and agenda
for the Audit Committee meetings; and undertaking the assessment on an
annual basis from 2009/10

Received a report on the Council’s participation in the statutory national data
matching exercise, the National Fraud Initiative, and its progress in reviewing
data matches

Received a report on the Council’s Treasury Management Strategy Statement
(TMSS) and Investment Strategy 2010/11 to 2012/13 in order to comply with
the revised CIPFA Code of Practice. Members highlighted the need for
caution in considering any investments in foreign banks and requested that
they receive appropriate training in order to fulfil their new responsibilities in
this area
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Received a report on the results of the CIPFA benchmarking exercise for

internal audit in 2009/10

Received update reports on the implementation of external inspection

recommendations for:

o External Inspection report —~ Housing Service. The progress on
implementation of recommendations was noted

o JAR action plan. Concern was noted in respect of the performance
indicators on the safeguarding plan and further explanations on the limited
progress were presented by the respective Cabinet Member at the
Committee’s next meeting. The subsequent report by the Cabinet Member
which highlighted the good progress in improving safeguarding and
delivery of key milestones was noted by the Audit Committee

¢ Data quality. The progress against the agreed action plan was noted, but
Members requested further reports in respect of Children’s Services and
Housing Benefits be presented to the next Committee meeting. The
subsequent report was noted, although Members expressed concerns in
relation to the accuracy and assessment of data and requested that the
Chief Executive be asked to ensure that a culture of reviewing data and
ensuring safeguarding be embedded across the authority.
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Appendix B

Member/Officer attendance at Audit Committee Meetings 2009/10

Member/Officer

2 June
2009

30 July
2009

5
November
2009

1 February
2010

25 March
2010

Members

Clir Khan (Chair)

Clir Mallett (Vice-
Chair)

Clir Diakides

Clir Meehan

Clir Gorrie

Clir Butcher

Clir Mughal

Clir Dobbie
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Other Member attendances:

Clir Winskill

Clir Scott

N =P =P =

Clir Demirci

Clir Santry

Clir Aitken

Clir Reith

Officers

Chief Financial
Officer (CFQO)

v

Interim CFO

Head of Audit & Risk
Management

Head of Corporate
Finance

<| P4 P =O0OW0W

Deputy Head of
Benefits & Local
Taxation (BLT)

< < <]

<] < <t

External Auditor
(Grant Thornton)

Head of Finance -
Accounting &
Control

Acting Head of BLT

Director Of CYPS

JAR Programme
Manager

Acting Joint Director
of Public Health

Assistant Chief
Executive (PPP&QC)

Assistant Director

10
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Member/Officer 2 June 30 July 5 1 February | 25 March
2009 2009 November 2010 2010
2009
Strategic &

Community Housing

Notes/key to symboils:

\ = attended the meeting
A = apologies for absence recorded
S = Substituting for Audit Committee member

N/A = not a member of the Audit Committee at the time of the meeting

11
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Audit Committee Activity and Reports Received 2009/10

Appendix C

Function/Issue

2 June
2009

30 July
2009

5
November
2009

1 February
2010

25 March
2010

Cor

orate Governance and regulatory framework

Draft Annual
Governance
Statement 2008/09

Approved

Noted

Whistleblowing
Policy -
implementation and
use

Noted

Housing Benefit and
council tax benefit
counter fraud
progress report

Noted

Noted

Noted

Anti-fraud and
Corruption Policy &
Strategy

Approved

Anti-money
laundering policy

Deferred

Approved

Risk Management

Risk Management
Policy and Strategy

Deferred

Approved

Risk Management
update report

Noted

Noted

Deferred

Noted

Audit Activity — Internal audit

Review of
effectiveness of
internal Audit

Approved

Internal audit terms
of reference

Approved

Annual internal audit
report & assurance
statement

Noted

Progress report
2009/10

Noted

Noted

Noted

Governance
arrangements at
Alexandra Palace —
follow up report

Agreed

Internal audit
strategy & plan
2010/11

Approved

12
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Function/Issue

2 June
2009

30 July
2009

5
November
2009

1 February
2010

25 March
2010

Audit Activity — External audit

Progress report

Noted

Noted

Noted

Noted

Noted

External audit
strategy 2009

Noted

Grant Claims and
returns planning
memorandum
2008/09

Noted

Report on IT
controls

Noted

Audit and inspection
letter 2008/09

Noted

Noted

CAA Use of
Resources report

Noted

Grants report
2008/09

Agreed

External audit plan
2009/10

Approved

Tackling Health
Inequalities - follow

up

Noted

Leaseholder charges

Noted with
request for
further
report

Accounts

Audit of accounts
2008/09

Agreed

Implementation of
IFRS progress report

Noted

Other issues

Committee work
programme 2009/10

Approved

External Inspection
report (Housing)
progress report

Noted

Annual report on
Audit Committee
work

Approved
and
referred to
Full
Council

National Fraud
Initiative

Noted

Review of the
effectiveness of the
Audit Committee

Noted and
agreed

_ Internal audit

Noted

13
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Function/Issue 2 June 30 July 5 1 February | 25 March
2009 2009 November 2010 2010
2009
benchmarking report
Treasury Noted
Management
Strategy Statement
& Investment
Strategy
Data Quality update Noted with Noted
report request for
further
report
JAR Action Plan Noted with Noted
update report request for
further
report and
Cabinet
Member
attendance

14
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