MINUTES OF THE AUDIT COMMITTEE HELD ON THURSDAY 20
JULY, 2023, 7:00PM - 8:15PM

PRESENT: Councillors Ibrahim Ali, Kaushika Amin, Cathy Brennan, Mary
Mason (Chair), Ajda Ovat and Alessandra Rossetti

1. FILMING AT MEETINGS

The Chair referred to the notice of filming at meetings and this information was noted.
2. APOLOGIES FOR ABSENCE

There were none.
3. URGENT BUSINESS

There was no urgent business.

4, DECLARATIONS OF INTEREST
There were no declarations of interest.
5. DEPUTATIONS / PETITIONS / PRESENTATIONS / QUESTIONS

The meeting noted that Corporate Committee held an action tracker. This would be updated
and brought forward to the next meeting of the Audit Committee.

The appointments process for independent members to the Audit Committee was still in
progress and one member will be appointed by the next meeting and the other will be
interviewed in August 2023.

6. TREASURY MANAGEMENT UPDATE REPORT - OUTTURN 2022/23

Mr Tim Mpofu, Head of Finance (Pensions & Treasury), presented the item.
The meeting heard that:

e The local authorities that were benchmarked were those that were clients of
Arlingclose, the Council’s treasury advisor. Those boroughs not associated with
Arlingclose were not included as part of the quarterly benchmarking exercise.

e Section 2 of the appendix marked dates starting from June 2023 and should read from
June 2022.

o During course of the year, the gilt yields (which is a proxy for the cost of UK
government debt) tended to fluctuate either through interest rate movements or the
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fiscal position of the UK government. During the time Liz Truss was Prime Minister,
there was economic uncertainty around the UK government’s fiscal position when the
budget was announced. This caused a sudden increase in gilt yields during September
2022 but the yields stabilised after a change in government. At the time of the meeting,
the 10 year gilt yield was at 4.2% and ranged between 4% to 5% throughout the
period. This was a direct result of the change in monetary policy over the past 18
month.

Officers were monitoring the economic situation on an ongoing basis and if gilt yields
dropped, then it would be possible to capitalise on this and undertake further long term
borrowing. At this point, the changes were so significant, that it was unlikely that
interest rates would return to their pre-April 2022 levels.

Section on 6.4 of the appendix displayed the guiding principles which were based on
the CIPFA code. In deciding on how to make treasury investments, the Council has a
requirement to prioritise security (ensuring that the money was deposited with secure
counterparties) then liquidity (meaning that the money could be accessed as required)
so that there did not need to be any unnecessary borrowing. Once the security and
liquidity requirements were met, investments would be placed taking into account the
attractiveness of the prevailing yields (to make the best return on capital). The
Council’s treasury investment policy was generally conservative. The deposits were in
place with the Debt Management Office (DMO) which was a government agency that
enabled the Council to place deposits overnight up to six months. The Council had
increased the duration term of the deposits made to increase the Council’s interest
receivable potential.. Other local authorities may place their deposit with banks and
banks were considered to be riskier than the DMO and may not pass on the interest
rate increases immediately.. Therefore, it appeared that the Council was taking less
risk but receiving a higher return.

The bail-in exposure was introduced when some banks were bailed out during the
financial crises of 2008 and related to the probability of the assets being subject to that
bail-in if the assets were they to go under. If the Council had a deposit with the bank,
then it would be considered to be subject to a higher bail-in or rescue programme from
the Government.

From a Treasury management perspective, the Council aimed to ensure that there is
as much cash available as possible. On a short-term basis, it was possible to borrow
from other Councils. This would generally be for a period of less than 12 months. The
alternative was to borrow long-term, but the interest rates for these loans were higher
than they had been in the past. When the budget was set that last year, there was an
there was an assumption that all long term borrowing would average 4.50% but rates
currently were higher than this assumption. It was a question of whether or not interest
rates continued to increase, if the borrowing was greater than initially assumed and if
the Council wished to borrow for longer term or shorter term basis. Shorter term rates
were considered more expensive at around 6% at the time of the meeting and longer-
term rates were at 5.5% without PWLB certainty rate. Borrowing for over a 50 year
would also be at a high rate.

The Treasury team’s role in the Council’s finance team was to advise on capital
markets movements. HRA colleagues would be advised on the cost of borrowing
based on the prevailing economic factors. Arlingclose produced an economic update
examining interest rate forecast for the next 24 months. The relevant teams in the



Council would be informed on what the future cost of borrowing assumptions would be
which would feed directly into the business cases for capital schemes.

RESOLVED:

1. To note the treasury management activity undertaken during the financial year to 31
March 2023 and the performance achieved which is attached as Appendix 1 to this
report.

2. To note that all treasury activities were undertaken in line with the approved Treasury
Management Strategy.

ANTI-FRAUD AND CORRUPTION PROGRESS REPORT 2022/23 - QUARTER 4

Ms Vanessa Bateman, Deputy Head of Audit and Risk Management, introduced the report.

The meeting heard that:

¢ In relation to tenancy fraud, the teams involved were legal and tenancy management
officers. Referrals could be received from anywhere, but they were mostly received
from tenancy management officers. There was a case management system and it was
imbedded. Prosecutions may take time — up to a few years. An analysis could be done
for this in future reports.

e Fraud relating to blue badges was a new area of work. There have been a lot of
investments in blue badges and Technology in relation to the area of blue badges. It
was important to focus on deterrents and this came with sanctions and prosecutions.
There had been an employee related case in relation to blue badges and this case
was prosecuted.

¢ An income-flow would be generated from the work.

¢ |t was ideal that this income was streamed into Parking and Fraud teams as the teams
were small.

¢ A significant amount of time had been spent in the year to get officers to follow through
on actions, although chasing actions from a practical perspective was not particularly
taxing.

e The case management system allowed the cases to be monitored and accessed
easily. Legal and the Housing Management Tenancy teams have their own systems.
There was good working relationship between the three teams.

e The no recourse to public funds team performed a lot of checks and balances. The
Audit and Risk team would usually get complex cases perhaps where financial
fingerprints needed to be established.

e Temporary Accommodation was one area where savings could be made. It was clear
that there was a lack of preventative checks in the housing system. More data
intelligence needed to be used to be able to foresee issues. However, improvements
in systems were always being sought.

e Audit and Risk tended to understand risk, quantify and identify it and collate the work
to help everybody else involved to understand the issue before the relevant
management was approached.

The Chair felt it would be useful to have an update on Temporary Accommodation. It would
also be useful to highlight areas of greatest risks to the Council via regular reporting.

RESOLVED:



To note the activities of the team during quarter four of 2022/23
DRAFT ANNUAL GOVERNANCE STATEMENT 2022/23

Mr Minesh Jani, Head of Audit & Risk Management, introduced the report.
The meeting heard that:

e The table outlined on page 27 of the agenda papers, attempted to show new values
and behaviours in how the Council wanted to carry out its operations.

e The two columns sought to define what the Council would do differently in all
operations of the Council.

e An update would be provided on proposed action plans outlined on page 45 of the
agenda papers within six months’ time and may take longer to address fully. For
example, the need for financial savings was something that had been ongoing for the
past few years and was likely to go on for some years due to the nature of what the
issues were and the financial positions of all local authorities.

e The second issue listed on page 47 of the agenda papers referred to a governance
issue being raised last year. At the time, the Council were expecting the transition of
Homes for Haringey into the Council. The Council was not confident that it had all the
appropriate governments arrangements to fully return Homes for Haringey to the
Council to a satisfactory level. At the presentation of the last annual report, a number
of failings within key operations had been identified. There was concern that when
Homes for Haringey was transferred into the Council, there would be a number of
services which were not performing as well as they could.

o Under the Audit Committee’s terms of reference, the Audit Committee could invite
directors to attend the Audit Committee and answer questions or to present to the
Committee regarding concerns in the three areas of the Committee’s terms. These
were internal controls (how to ensure that business operates in a way that provided the
right outcome. For example, the reports indicating limited assurance for controls were
not effective), risk management (this allowed the Committee to request that the
services explain how the risks were managed) and governance (the level in which the
Council was carrying out its operations).

o Members asked if it may be useful to have any significant issues identified in the report
from last year be carried forward and were asked to note the update at para 4.2 of the
report relating to significant governance issues raised in last year's AGS.

e The Chair could refer matters onto Chairs of other committees and to the Leader of the
Council.

¢ It would be useful to receive a report on risk management strategy which included an
update (or a risk management strategy) on leisure services by the next meeting.

Councillors felt it would be useful to receive an update on Housing from the Lead Member or
Director of Housing in addition to a report.
RESOLVED

1. The Audit Committee approve the draft 2022/23 AGS, attached at Appendix A.

2. To note the approval timescale and processes for the draft 2022/23 Audit
Governance Statement.

ANNUAL INTERNAL AUDIT REPORT 2022/23



10.

Mr Minesh Jani, Head of Audit & Risk Management, introduced the report.

The meeting heard that:

The table outlined on page 27 of the agenda papers, attempted to show new values
and behaviours in how the Council wanted to carry out its operations.

The two columns sought to define what the Council would do differently in all
operations of the Council.

An update would be provided on proposed action plans outlined on page 45 of the
agenda papers within six months’ time and may take longer to address fully. For
example, the need for financial savings was something that had been ongoing for the
past few years and was likely to go on for some years due to the nature of what the
issues were and the financial positions of all local authorities.

The second issue listed on page 47 of the agenda papers referred to a governance
issue being raised last year. At the time, the Council were expecting the transition of
Homes for Haringey into the Council. The Council was not confident that it had all the
appropriate governments arrangements to fully return Homes for Haringey to the
Council to a satisfactory level. At the presentation of the last annual report, a number
of failings within key operations had been identified. There was concern that when
Homes for Haringey was transferred into the Council, there would be a number of
services which were not performing as well as they could.

Under the Audit Committee’s terms of reference, the Audit Committee could invite
directors to attend the Audit Committee and answer questions or to present to the
Committee regarding concerns in the three areas of the Committee’s terms. These
were internal controls (how to ensure that business operates in a way that provided the
right outcome. For example, the reports indicating limited assurance for controls were
not effective), risk management (this allowed the Committee to request that the
services explain how the risks were managed) and governance (the level in which the
Council was carrying out its operations).

Members asked if it may be useful to have any significant issues identified in the report
from last year be carried forward and were asked to note the update at para 4.2 of the
report relating to significant governance issues raised in last year's AGS.

The Chair could refer matters onto Chairs of other committees and to the Leader of the
Council.

It would be useful to receive a report on risk management strategy which included an
update (or a risk management strategy) on leisure services by the next meeting.

Councillors felt it would be useful to receive an update on Housing from the Lead Member or
Director of Housing in addition to a report.

RESOLVED

1. The Audit Committee approve the draft 2022/23 AGS, attached at Appendix A.

2. To note the approval timescale and processes for the draft 2022/23 Audit
Governance Statement.

NEW ITEMS OF URGENT BUSINESS

There were no new items of urgent business.



11. DATES OF FUTURE MEETINGS

The next meeting would be held on 21 September 2023.

CHAIR: Councillor Mary Mason

Signed by Chair ...



