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This report is addressed to the London Borough of Tower Hamlets (the Authority) and has been prepared for the sole use of the Authority. We take no responsibility to any 
member of staff acting in their individual capacities, or to third parties. PSAA issued a document entitled Statement of Responsibilities of Auditors and Audited Bodies 
summarising where the responsibilities of auditors begin and end and what is expected from audited bodies. We draw your attention to this document which is available on 
PSAA’s website (www.psaa.co.uk).

External auditors do not act as a substitute for the audited body’s own responsibility for putting in place proper arrangements to ensure that public business is conducted in 
accordance with the law and proper standards, and that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.

We are committed to providing you with a high quality service.  If you have any concerns or are dissatisfied with any part of KPMG’s work, you should contact Andrew Sayers, 
the engagement lead to the Authority and the national lead partner for all of KPMG’s work under our contract with Public Sector Audit Appointments Limited, who will try to 
resolve your complaint. After this, if you are still dissatisfied with how your complaint has been handled you can access PSAA’s complaints procedure by emailing 
generalenquiries@psaa.co.uk, by telephoning 020 7072 7445 or by writing to Public Sector Audit Appointments Limited, 3rd Floor, Local Government House, Smith Square, 
London, SW1P 3HZ.
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This report is presented in 
accordance with our PSAA 
engagement.  Circulation of this 
report is restricted.  The content 
of this report is based solely on 
the procedures necessary for 
our audit.  This report is 
addressed to the London 
Borough of Tower Hamlets (the 
Authority) and has been 
prepared for your use only. We 
accept no responsibility towards 
any member of staff acting on 
their own, or to any third parties. 
The National Audit Office (NAO) 
has issued a document entitled 
Code of Audit Practice (the 
Code).  This summarises where 
the responsibilities of auditors 
begin and end and what is 
expected from the Authority.  
External auditors do not act as 
a substitute for the Authority’s 
own responsibility for putting in 
place proper arrangements to 
ensure that public business is 
conducted in accordance with 
the law and proper standards, 
and that public money is 
safeguarded and properly 
accounted for, and used 
economically, efficiently and 
effectively.

Basis of preparation:  We have prepared this External Audit Report (Report) in accordance with our responsibilities under the National 
Audit Office Code of Audit Practice (the Code) and the terms of our Public Sector Audit Appointments Ltd (PSAA) engagement.

Purpose of this report:  This Report is made to the Authority’s Audit Committee in order to communicate matters as required by 
International Audit Standards (ISAs) (UK and Ireland) and other matters coming to our attention during our audit work that we consider 
might be of interest and for no other purpose. To the fullest extent permitted by law we do not accept or assume responsibility to anyone 
(beyond that which we may have as auditors) for this Report or for the opinions we have formed in respect of this Report. 

Limitations on work performed:  This Report is separate from our audit opinion and does not provide an additional opinion on the 
Authority’s financial statements nor does it add to or extend or alter our duties and responsibilities as auditors.  We have not designed or 
performed procedures outside those required of us as auditors for the purpose of identifying or communicating any of the matters covered 
by this Report.  The matters reported are based on the knowledge gained as a result of being your auditors. We have not verified the 
accuracy or completeness of any such information other than in connection with and to the extent required for the purposes of our audit.

Status of our audit: Our audit is not yet complete and matters communicated in this Report may change pending signature of our audit 
report.  We will provide an oral update on the status of our audit at the Audit Committee meeting.  The following work is ongoing:

— Financial statements audit:

— Third party confirmations for bank and investments;

— Testing of HRA disposals;

— Concluding work on grant payments and declarations of interest

— Complete review of payroll reconciliation;

— Completion of debtors and creditors testing;

— Pension Fund – completion of reviews of experts, and review of the Pension Fund Annual Report;

— Value for money conclusion: consideration of the outcome of the LGA peer review; and

— Completion and review steps.

Important notice

P
age 5



4

Document Classification: KPMG Confidential

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 
Swiss entity. All rights reserved.

Section One

Summary

Financial statements audit – see section 2 for further details

Subject to all outstanding queries and procedures being satisfactorily resolved we intend to issue an unqualified audit opinion on the Authority’s financial statements for the 
deadline of 31 July 2018, following the Audit Committee adopting them and receipt of the management representations letter.

We also anticipate issuing an unqualified audit opinion in relation to the Pension Fund’s financial statements for the deadline of 31 July 2018.

We have completed our audit of the financial statements.  We have read the Narrative Report and reviewed the Annual Governance Statement (AGS).  Our key findings to 
date are:

• There are no unadjusted audit differences, explained in section 2 and appendix 2.

• We agreed presentational changes to the accounts with Finance, mainly related to compliance with the CIPFA / LASAAC Code of Practice on Local Authority Accounting in 
the United Kingdom 2017/18.

• At this stage we do not expect to request any specific representation in addition to our routine requests for management representations.

• We reviewed the narrative report and have no matters to raise with you.

• We did not receive any queries or objections from local electors this year, however we have not yet completed our consideration of the objection received to the Authority’s 
2016/17 financial statements relating to the Authority’s PFI schemes.

We are now in the completion stage of the audit. The audit cannot be formally concluded and an audit certificate issued until we have completed our consideration of the 
objection relating to 2016/17.  In addition we will need to complete our Whole of Government Accounts (WGA) work, the deadline for which is 31 August 2018. We intend to 
issue our 2017/18 Annual Audit Letter in August 2018. 

Value for money – see section 3 for further details

We identified one significant risk and two areas of audit focus in relation to our VFM work in our External audit plan 2017/18 issued in January 2018. The significant risk was in 
relation to the implementation of the Best Value (BV) Improvement Plans (Authority and Children’s) and the areas of focus were the Medium Term Financial Strategy (MTFS); 
and the ‘clear up’ project. We have worked with officers throughout the year to discuss these VFM risks and our detailed findings are reported in section 3 of this report.

In terms of our VFM conclusion our key consideration has been in relation to the progress made on the areas which led us to qualify our VFM conclusion in 2013/14, 2014/15,
2015/16 (each year was qualified on an adverse basis) and 2016/17 (qualified on an except for basis). These areas were grant payments and connected decisions; disposal of 
property and the granting of leasehold interests; spending on publicity; and corporate governance arrangements in the three areas.

Continued overleaf
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Section One

Summary
Value for money (continued)

The Secretary of State for Housing, Communities and Local Government (SoS for HCLG) decided in March 2018 to end the 2014 Directions and not extend the appointment of 
the Commissioners beyond March 2017 in recognition of the Authority’s progress. In light of the remaining work that the Authority had set out as still needing to be completed, 
the SoS for HCLG made three new, less intrusive Directions (in force until 30 September 2018) which require the Authority to set up a Best Value Improvement Board (with 
cross party and independent membership); submit quarterly progress reports on the BV improvement plan to the SoS for HCLG; and set up an independent review of 
achievement of the BV improvement plan with a report to the SoS HCLG by 1 August 2018.

Consequently, in terms of 2017/18 we have considered the quarterly reporting by the Authority to the Secretary of State (SoS for HCLG) and the extent to which the actions in 
the Authority’s BV Implementation Plans were reported as completed.

In terms of the latest progress report the Authority considers that almost 80% of the 109 identified actions are completed or on track. During the first year of the BV 
improvement plan the Authority reports that it has delivered the majority of the short-term and medium-term milestones and where there are any delays a revised plan has 
been set out. Work on the longer-term milestones are considered to be on-going with plans for delivery over the next financial year. Regular updates on progress are provided 
to the Corporate Leadership Team and Members and all activities have been incorporated within individual Directorate Plans to ensure the focus remains on delivery.

The above generally shows a positive picture of progress being made by the Authority to address the actions/milestones in the BV improvement plan. However, it also shows 
that the Authority still has a little way to go in terms of completing the BV improvement plan in full and probably some way to go before the impact of all of the work that has 
been done could be said to have become embedded within the Authority.

In terms of the 2017 Ofsted inspection which rated the Authority’s services for children to be inadequate overall with some features requiring improvement, the Authority 
established a Children’s Services Improvement Board (CSIB) led by an Independent Chair. The consequent Improvement Plan is challenging and aims to achieve a standard 
of at least ‘good’ by April 2019.

Progress is reviewed regularly by Ofsted. The findings from the Ofsted monitoring visits indicate a positive trajectory of change including the important finding from the 
December 2017 visit that “no children were identified as being at risk of immediate harm”. The letter also stated that “A relentless focus by senior leaders on ensuring 
compliance with statutory requirements, such as visiting children at home, is starting to change the culture in children’s services.” The most recent Ofsted visit (May 2018)
focused on high risk adolescents. The feedback was again positive, stating “The evidence gathered during this visit has identified substantial but very recent improvements in 
the quality of multi-agency and social work practice for vulnerable adolescents and their families. This is extremely encouraging given the particularly complex challenges 
involved in this work. Political leaders and managers are demonstrating considerable determination and commitment to embedding and sustaining these changes, while 
simultaneously addressing the areas of poor practice.” 

In terms of the other areas of focus (MTFS and ‘Clear Up’ project) There are no significant matters arising. 

For the MTFS the Authority has appropriate processes and mechanisms in place to manage its finances over the life of the MTFS, although there are significant agreed 
savings plans to be delivered and savings opportunities to be finalised and then delivered. Furthermore, the Authority is facing some significant challenges as it moves forward 
with an ambitious 3 year transformation programme.

Continued overleaf
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Section One

Summary

Value for money (continued)

In terms of the ‘Clear Up’ project, the investigations into matters brought to the Authority’s attention have been completed with a final report of findings and issues arising being 
considered by Cabinet in June 2017. The Authority has continued to report progress. We are satisfied that the Authority continues to make progress in addressing the matters 
highlighted from the ‘clear up’ project and is continuing to report progress to Members publicly.

Overall we have concluded that the Authority has not made proper arrangements to secure economy, efficiency and effectiveness in its use of resources throughout 2017/18. 
However, we remain satisfied that none of the outstanding issues have an adverse impact on the ‘sustainable resource deployment’ sub criterion. We therefore anticipate 
issuing a qualified VFM conclusion on an ‘except for’ basis (similar to our VFM conclusion for 2016/17), a draft of the opinion is annexed to this report.

Other  matters

ISA 260 requires us to communicate to you by exception ‘audit matters of governance interest that arise from the audit of the financial statements’ which include:
• Significant difficulties encountered during the audit;
• Significant matters arising from the audit that were discussed, or subject to correspondence with management;
• Other matters, if arising from the audit that, in the auditor's professional judgment, are significant to the oversight of the financial reporting process; and
• Matters specifically required by other auditing standards to be communicated to those charged with governance (e.g. significant deficiencies in internal control; issues 

relating to fraud, compliance with laws and regulations, subsequent events, non disclosure, related party, public interest reporting, questions / objections, opening balances, 
etc.).

We have a duty to consider whether to issue a report in the public interest about something we believe the Authority should consider, or if the public should know about.

We have not identified any matters that would require us to issue a public interest report. In addition, we have not had to exercise any other audit powers under the Local Audit 
& Accountability Act 2014. There are no other matters which we wish to draw to your attention in addition to those highlighted in this report or our previous reports relating to 
the audit of the Authority’s 2017/18 financial statements.

We are satisfied that the Authority has addressed the recommendations raised in our ISA260 report in 2016/17. Our work to date has not identified any new recommendations. 

We are required by PSAA to undertake work to be able to certify the Authority’s Housing Benefits claim. This work is planned for August and September 2018, to meet the 
deadline of 30 November 2018. We also undertake other grants and claims work for the Authority that does not fall under the PSAA arrangements. The status of our grants 
and claim work is summarised below:
• Teachers’ Pensions Return: we plan to undertake this work in September/October 2018, to meet the deadline of 30 November 2018; and
• Pooling of Capital Receipts Return: we plan to undertake this work in September/October 2018, to meet the deadline of 30 November 2018.

The fees for this work is explained in appendix 2.
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We audit your financial statements by undertaking the following:

We have completed the first six stages and report our key findings below:

Accounts production stage

Work Performed Before During After

1. Business understanding: review your operations   –

2. Controls: assess the control framework  – –

3. Prepared by Client Request (PBC): issue our prepared by client request  – –

4. Accounting standards: agree the impact of any new accounting standards   –

5. Accounts production: review the accounts production process   

6. Testing: test and confirm material or significant balances and disclosures –  

7. Representations and opinions: seek and provide representations before issuing our opinions   

Section Two

Financial statements audit

1.  Business 
understanding

In our 2017/18 audit plan we assessed your operations to identify significant issues that might have a financial statements consequence.  We confirmed this 
risk assessment as part of our audit work.  We provide an update on each of the risks identified later in this section.

2.  Assessment of 
the control 
environment

We assessed the effectiveness of your key financial system controls that prevent and detect material fraud and error.  We found that the financial controls 
on which we seek to place reliance are operating effectively.  We have not made any recommendations which relate to. We reviewed work undertaken by 
your internal auditors, in accordance with ISA 610 and used the findings to inform our work.  We have chosen not to place reliance on their work due to the 
approach we adopted for the financial statements audit.

3.  Prepared by
client request 
(PBC)

We produced the PBC to summarise the working papers and evidence we ask you to collate as part of the preparation of the financial statements.  We 
discussed and tailored our request with the Chief Accountant and this was issued as a final document to the finance team. We are pleased to report that 
this has resulted in good-quality working papers with clear audit trails.
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Section Two

Financial statements audit

4.  Accounting 
standards

We work with you to understand changes to accounting standards and other technical issues.  For 2017/18 these changes related to:

• Amendments to Business Improvement District Schemes, Business Rate Supplements, and Community Infrastructure Levy to clarify the treatment of 
revenue costs and any charges received before the commencement date – not considered to have a significant impact for the Authority;

• amendment to Narrative Reporting to introduce key reporting principles for the Narrative Report – clarifying what should be included, not considered 
significant for the Authority;

• updates to Presentation of Financial Statements to clarify the reporting requirements for accounting policies and going concern reporting – increases 
the visibility of going concern for example in the responsibilities statement; and

• amendments to Accounting and Reporting by Pension Funds to require a new disclosure of investment management transaction costs and 
clarification on the approach to investment concentration disclosure – increased disclosure of costs, but not considered significant.

5.  Accounts 
Production

We received complete draft accounts on 31 May 2018 in accordance with the deadline. The accounting policies, accounting estimates and financial 
statement disclosures are in line with the requirements of the Code of Practice on Local Authority Accounting in the United Kingdom 2017/18.

The Authority incorporated measures into its closedown plan to manage this complex process.  The Authority recognised the additional pressures which 
the earlier closedown brought and we engaged with officers in the period leading up to yearend to proactively address issues as they emerged. We 
consider that the overall process for the preparation of your financial statements is adequate. We consider the Authority’s accounting practices to be 
appropriate.

We thank Finance for their cooperation throughout the visit which allowed the audit to progress and complete within the allocated timeframe.

6. Testing We have summarised the findings from our testing of significant risks and areas of judgement in the financial statements on the following pages. During 
the audit work to date we identified only presentational issues which have been adjusted as they have no material effect on the financial statements.

7.  Representations You are required to provide us with representations on specific matters such as your going concern assertion and whether the transactions in the 
accounts are legal and unaffected by fraud.  We provided a draft of this representation letter to the Corporate Director of Resources on 19 July 2018.  
We draw attention to the requirement in our representation letter for you to confirm to us that you have disclosed all relevant related parties to us.  We 
are not expecting to ask Management to provide additional specific representations.
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Section Two

Financial statements audit

ISA 260 requires us to communicate to you by exception ‘audit matters of governance interest that arise from the audit of the financial statements’ which include:

— Significant difficulties encountered during the audit;

— Significant matters arising from the audit that were discussed, or subject to correspondence with Management;

— Other matters, if arising from the audit that, in the auditor's professional judgment, are significant to the oversight of the financial reporting process; and

— Matters specifically required by other auditing standards to be communicated to those charged with governance (e.g. significant deficiencies in internal control; issues relating 
to fraud, compliance with laws and regulations, subsequent events, non disclosure, related party, opening balances, public interest reporting, questions/objections, etc.).

There are no others matters which we wish to draw to your attention in addition to those highlighted in this report or our previous reports relating to the audit of the Authority’s 
2017/18 financial statements.

To ensure that we provide a comprehensive summary of our work, we have over the next pages set out:

• The results of the procedures we performed over valuation of land and buildings, pension liabilities, grant payments/property leases and declarations of interest which were 
identified as significant risks within our audit plan and which will form a part of our audit opinion;

• The results of our procedures to review the required risks of the fraudulent risk of revenue recognition and management override of control; and

• Our view of the level of prudence applied to key balances in the financial statements.  
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Section Two

Financial statements audit

SIGNIFICANT audit risk Account balances effected Summary of findings

Valuation of land and 
buildings 

Other Land and Buildings, 
£1,102,400k, PY £879,996k; 

Council Dwellings,
£1,201,143k, PY £1,190,747k

The Code requires that where assets are subject to revaluation, their year end carrying value should reflect the 
appropriate fair value at that date.  The Authority has adopted a rolling revaluation model which sees land and 
buildings revalued over a five year cycle.  As a result individual assets may not be revalued for four years. This 
creates a risk that the carrying value of those assets not revalued in year differs materially from the year end fair 
value.  In addition, as the valuation is undertaken as at 1 April, there is a risk that the fair value is different at the 
year end.

We reviewed the approach that the Authority adopted to assess the risk that assets not subject to valuation were 
materially misstated and considered the robustness of that approach.

In addition, we considered movements in market indices between revaluation dates and the year end in order to 
determine whether these indicate that fair values had moved materially over that time.

In relation to those assets which have been revalued during the year we reviewed the accounting entries made to 
record the results of the revaluation in order to ensure that they were appropriate.

We also assessed the valuer’s qualifications, objectivity and independence to carry out such valuations and 
reviewed the methodology used (including testing the underlying data and assumptions).

Some elements of this work are still to be completed, but as a result of the work completed so far we have no issues 
arising to bring to your attention relating to the valuation of land and buildings as disclosed in the financial 
statements.

Authority significant audit risks

Those risks requiring specific audit attention and procedures to address the likelihood of a material financial statement error in relation to the Authority.
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Section Two

Financial statements audit

SIGNIFICANT audit risk Account balances effected Summary of findings

Pension assets and 
liabilities

Pensions Liability and 
Pensions Reserve, both 

£591,841k, PY £619,122k

The net pension liability represents a material element of the Authority’s balance sheet. The Authority is an admitted 
body of London Borough of Tower Hamlets Pension Fund, which had its last triennial valuation completed as at 31 
March 2016. This forms an integral basis of the valuation as at 31 March 2018. The valuation of the Local 
Government Pension Scheme relies on a number of assumptions, most notably around the actuarial assumptions, 
and actuarial methodology which results in the Authority’s overall valuation. 

There are financial assumptions and demographic assumptions used in the calculation of the Authority’s valuation, 
such as the discount rate, inflation rates, mortality rates etc. The assumptions should also reflect the profile of the 
Authority’s employees, and should be based on appropriate data. The basis of the assumptions is derived on a 
consistent basis year to year, or updated to reflect any changes. There is a risk that the assumptions and 
methodology used in the valuation of the Authority’s pension obligation are not reasonable. This could have a 
material impact on the net pension liability accounted for in the financial statements.

As part of our work we reviewed the controls that the Authority has in place over the information sent to the Scheme 
Actuary, including the Authority’s process and controls with respect to the assumptions used in the valuation. We 
also evaluated the competency, objectivity and independence of Hymans Robertson. 

We reviewed the appropriateness of the key assumptions included within the valuation and compared them to 
expected ranges. We also reviewed the methodology applied in the valuation by Hymans Robertson. 

In addition, we reviewed the overall Actuarial valuation and considered the disclosure implications in the financial 
statements. 

As a result of this work we determined that pension assets and liabilities movements and year end balances were 
reflected correctly in the financial statements.
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Section Two

Financial statements audit

SIGNIFICANT audit risk Account balances effected Summary of findings

Grant payments/ 
property leases

Grant payments £15.200k, PY 
£18,500k

In The Best Value Inspection concluded that the Authority had not achieved its best value duty with regard to the 
payment of grants and connected decisions between 2010 and 2014. Consequently, the award of grants became 
the responsibility of independent Commissioners who were appointed by the Secretary of State for CLG from 
January 2015 (the responsibility for grant payments was returned to the Authority in 2016). 

In the 2015/16 and 2016/17 financial years, a small number of grant payments were identified that were not made in 
accordance with all of the conditions set by Commissioners. Specifically for the organisations receiving the grant 
there was no formal agreement in place setting out the agreed use/occupation of the property. Thus for 11 
organisations (50 payments) in 2015/16 and 5 organisations (20 payments) in 2016/17, the Authority has concluded 
that no formal property agreement was in place. Therefore these payments (£151,000 in 2015/16; and £79,000 in 
2016/17) were considered to be unlawful and where disclosed in the respective years’ financial statements. The 
total value of grant payments made for the relevant grant claim streams over the two financial years was £6.3 
million.

We considered the detailed approach and systems put in place by the Authority and tested payments as considered 
necessary. We also assessed whether any conditions/ delegation arrangements have been implemented effectively 
by Authority officers.

Some elements of this work are still to be completed, but as a result of the work completed so far we have no issues 
arising to bring to your attention regarding grant payments as disclosed in the financial statements.
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Section Two

Financial statements audit

SIGNIFICANT audit risk Account balances effected Summary of findings

Declarations of interest No specific balances noted in 
the financial statements

Declarations was an on-going area of concern for the Authority’s Commissioners, particularly about whether 
declarations were being made appropriately and completely by both officers and Members. Our 2015/16 
consideration of the Authority’s approach noted some weaknesses in the Authority’s systems and approach to the 
new requirement for all staff to complete an annual declaration of interest. 

The Authority has taken significant steps to address issues and ensure systems and processes are more robust, for 
example over 99% of staff had completed a declaration, and there is a specific HR team set up to work on and 
monitor completion of declaration of interests, and provide support and training to staff and line managers.

However, the August 2017 Internal Audit report only gave a ‘limited’ assurance on the basis of weaknesses/issues 
identified including: a lack of written procedures; inconsistent management actions in response to declarations 
made by staff; declarations found to be incomplete (when compared with ‘open search’ material); and a lack of 
declarations for family relationships within the Authority.

We have considered the Authority’s actions taken and any follow up work undertaken by Internal Audit and 
completed supporting testing as considered appropriate.

Some elements of this work are still to be completed, but as a result of the work completed so far we have no issues 
arising to bring to your attention regarding declarations of interest in relation to the financial statements.
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Section Two

Financial statements audit

Authority other areas of audit focus

Those risks with less likelihood of giving rise to a material error but which are nevertheless worthy of audit understanding.

Other areas of audit focus Account balances effected Summary of findings

Faster close No specific balances noted 
in the financial statements

In prior years, the Authority has been required to prepare draft financial statements by 30 June and then final 
signed accounts by 30 September.  For years ending on and after 31 March 2018 revised deadlines apply which 
require draft accounts by 31 May and final signed accounts by 31 July.

During 2016/17, the Authority started to prepare for these revised deadlines and advanced its accounts production 
timetable so that draft accounts were ready by 14 June 2017 (accounts were signed on 29 September 2017).  
Whilst this was an advancement on the timetable applied in preceding years, further work was still required in 
order to ensure that the statutory deadlines for 2017/18 would be met.

We liaised with officers in preparation for our audit in order to understand the steps that the Authority was taking in 
order to ensure it met the revised deadlines.  We also advanced audit work into the interim visit in order to 
streamline the year end audit work.

We received draft financial statements on the statutory deadline of 31 May 2018. The quality of this draft was 
consistent with that of prior years, and to date we have only identified relatively minor presentational matters that 
we understand will be amended in the financial statements.

As a result of this work we determined that the Authority has managed the faster close requirements effectively 
with no significant impact on the quality of the financial statements presented for audit.

Payroll Employee benefits 
expenses £471,108k, PY 

£477,114k

Payroll represents a significant proportion of the Authority’s annual expenditure (approaching 38% of gross spend 
at £477 million in 2016/17). Whilst not considered overly complex from a material error perspective, we consider 
that it is important from an audit perspective to understand the nature of the Authority’s expenditure in this area.

We have:
 Reviewed and tested reconciliations for gross pay and deductions (eg pensions, tax and national insurance).
 Completed substantive analytical reviews of payroll costs and tested supporting system information used to 

compile our review. 

As a result of the work completed to date we have no issues arising to bring to your attention regarding payroll in 
relation to the financial statements.
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Section Two

Financial statements audit

Authority other areas of audit focus (continued)

Other areas of audit focus Account balances effected Summary of findings

Section 106/CIL  
agreements

Balances – developers’ 
contributions, £93,883k,    
PY £86,821; CIL 38,514k

Income – CIL received 
£13,520k, PY £18,165k; 

Developers’ contributions 
used £11,386k, PY £6,804k

This had historically been highlighted as an area of concern by Commissioners. The Authority has responded 
positively to an independent review of its arrangements in relation to s106 systems, processes, controls and 
monitoring arrangements, and matters arising from our 2015/16 testing had been, or were being, addressed when 
we reviewed the position for 2016/17.

In respect of the independent review in 2016, all recommendations have been implemented except those that 
require the implementation of a new software system which had been procured. The Authority is in the process of 
linking CIL, Accolade and Agresso and the links will need to be fully tested before final implementation.

We have tested a sample selection of schemes and the overall controls employed by the Authority to ensure that 
section 106 agreement funds are being used in accordance with the conditions agreed as part of the planning 
process. We also reviewed progress on the new system implementation.

As a result of the work completed we have no issues arising to bring to your attention regarding section 106/CIL 
agreements.

Youth services No specific balances noted 
in the financial statements

Reviews have uncovered historical shortcomings and wide spread malpractice in the Authority’s youth service. We 
have noted that the Authority had completed the interim actions to stabilise the Service. In December 2016 the 
Authority agreed to implement a proposal to transform the Council’s youth service. This included a restructure of 
the youth service, from January 2017 to enable the service to be delivered through a combination of internal 
resources and external commissioning. The new approach is also aimed at resolving the longstanding issues 
associated with service values and culture through a three year strategic and operational plan.

We have considered the action plan specifically in relation to dealing with/ clearing the historical shortcomings. 
The Authority has agreed the future structure of youth services and determined how it will provide and procure 
those services. The Authority is now making good progress towards implementing the arrangements. 

As a result of the work completed we have no issues arising to bring to your attention regarding youth services 
and the progress being made by the Authority to address historic issues and the continuing implementation of the 
associated action plan.

P
age 17



16

Document Classification: KPMG Confidential

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 
Swiss entity. All rights reserved.

Section Two

Financial statements audit

SIGNIFICANT audit risk Account balances effected Summary of findings

Valuation of investments Investments, £1,455,208k,   
PY £1,358,380k

The Pension Fund invests in a wide range of assets and investment funds. At 31 March 2017 the Pension Fund had 
investment assets totalling £1.37 billion. Given the size and potential for complexity in the investment portfolio we 
consider this to be a significant audit risk for 2017/18.

As part of our audit of the Pension Fund, we independently verified a selection of investment asset prices to third 
party information and obtained independent confirmation on asset existence. We have also assessed the design 
and operation of controls in place, obtaining independent confirmations from the Custodian (and Fund Managers as 
necessary) to verify year end balances, and considered the relevant controls reports for the Custodian. We also 
undertook substantive testing over sales and purchases made in the year, reviewed year on year movements, and 
compared performance to known benchmarks.

Some elements of this work are still to be completed, but as a result of the work completed so far we have no issues 
arising to bring to your attention regarding the valuation of Pension Fund investments in the financial statements.

Pension Fund significant audit risks

Those risks requiring specific audit attention and procedures to address the likelihood of a material financial statement error in relation to the Pension Fund.

Other areas of audit focus Account balances effected Summary of findings

Calculation of benefits Pensions, £42,711k, PY 
£39,485k; Commutation and 

lump sums, £11,522k, PY 
£10,827k; and Lump sum 

death benefits, £1,670k, PY 
£1,514k

The calculation of benefits can be complex. In 2016/17 a total of £52 million was paid out by the Pension Fund 
(pensions and lump sums). Given the quantity and complexity of these calculations there is a risk of misstatement.

We completed detailed sample testing over benefits paid and completed a substantive analytical review over the 
total benefits paid in year.

Our testing of benefits has not identified any issues.

Pension Fund other areas of audit focus

Those risks with less likelihood of giving rise to a material error but which are nevertheless worthy of audit understanding.
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Section Two

Financial statements audit

Risks that ISAs 
require us to 
assess in all cases

Why Our findings from the audit

Fraud risk from 
revenue recognition

Professional standards require us to make a rebuttable presumption that the fraud risk from 
revenue recognition is a significant risk.

We do not consider this generally to be a significant risk for local authorities as there are 
limited incentives and opportunities to manipulate the way income is recognised. We 
therefore rebut this risk and do not incorporate specific work into our audit plan in this area 
over and above our standard fraud procedures, except for conditional grant income (which 
is predominantly made up of section 106 ie developers’ contributions).

As at 31 March 2018 the amount of developers’ contributions, with conditions, held by the 
Authority were £93.9 million. In addition the Authority used £11.4 million of developers’ 
contributions received in previous years and these amounts were credited to the CIES in 
2017/18.

We have combined this work with the other area of focus for section 106/CIL agreements.

For the results of our work see ‘section 106/CIL 
agreements’ work above, in ‘other areas of audit focus’.

Fraud risk from 
management 
override of controls

Management is typically in a powerful position to perpetrate fraud owing to its ability to 
manipulate accounting records and prepare fraudulent financial statements by overriding 
controls that otherwise appear to be operating effectively.  Our audit methodology 
incorporates the risk of management override as a default significant risk. 

In line with our methodology, we carry out appropriate controls testing and substantive 
procedures, including over journal entries, accounting estimates and significant transactions 
that are outside the normal course of business, or are otherwise unusual.

We have not identified any specific additional risks of management override relating to this 
audit.

There are no matters arising from this work that we need 
to bring to your attention.
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Annual Governance Statement and Narrative Report of the Authority 

We have reviewed the Authority’s Narrative Report and Annual Governance Statement and have confirmed that they are consistent with the financial statements and our 
understanding of the Authority.  

Pension fund audit

The audit of the pension fund and the Pension Fund Annual Report is being completed alongside the main audit.  There are no specific matters to bring to your attention relating 
to this from the work competed to date.  

Pension fund annual report

We are reviewing the consistency of the Fund’s financial statements in the Fund’s Annual Report and the financial statements included in the London Borough of Tower 
Hamlets’ financial statements.  We confirm that the Fund’s financial statements are consistent with the pension fund financial statements included in the accounts of London 
Borough of Tower Hamlets.  We read the information in the Fund’s Annual Report to identify material inconsistencies with the Fund’s financial statements. This work is in 
progress, but we expect to be able to confirm that it is not inconsistent with the financial information contained in the audited financial statements. As such we anticipate issuing 
an unqualified consistency opinion on the pension fund financial statements.

Queries from local electors

We did not receive any questions or objections from members of the public this year.

Section Two

Financial statements audit
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Audit certificate

In order for us to issue an audit certificate, we are required to have completed all our responsibilities relating to the financial year. We are not in a position to issue our audit 
certificate with the audit opinion as:

— HM Treasury has recently issued its guidance for completing the WGA and issued the consolidation packs that authorities need to complete.  The deadline for the audit is 31 
August 2018.  We aim to complete the work in August 2018.

— We have not yet completed our consideration of the objection received to the Authority’s 2016/17 financial statements relating to the Authority’s PFI schemes.

Whole of Government Accounts (WGA) 

We have not yet reviewed your WGA consolidation pack and anticipate completing the work required in August 2018. 

Other grants and claims work

We are required by PSAA to undertake work to be able to certify the Authority’s Housing Benefits claim. This work is planned for August and September 2018, to meet the 
deadline of 30 November 2018. 

We also undertake other grants and claims work for the Authority that does not fall under the PSAA arrangements. The status of our grants and claim work is presented below:

• Teachers’ Pensions Return: we plan to undertake this work in September/October 2018, to meet the deadline of 30 November 2018; and
• Pooling of Capital Receipts Return: we plan to undertake this work in September/October 2018, to meet the deadline of 30 November 2018.  

Audit fees

Our fee for the audit was £209,918 excluding VAT (£231,996 excluding VAT in 2016/17 – note that this includes £22,078 for additional work needed in relation to the Best Value 
Inspection and associated risks, but does not include fees that will be needed to consider the objection received in relation to the Authority’s PFI schemes which we accepted in 
December 2017). Our fee for the audit of the Pension Fund was £21,000 excluding VAT (£21,000 excluding VAT in 2016/17). These fees were in line with that highlighted in our 
audit plan approved by the Audit Committee in January 2018.

Our work on the certification of Housing Benefits (BEN01) is planned for August and September 2018.  The planned scale fee for this is £20,327 excluding VAT (£22,838 
excluding VAT in 2016/17).  Planned fees for other grants and claims which do not fall under the PSAA arrangements is £7,000 excluding VAT (£7,000 excluding VAT in 
2016/17).

We have not completed any other non-audit work at the Authority in year.

Section Two

Financial statements audit
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The Local Audit and Accountability Act 2014 requires auditors of local government bodies to be satisfied that the authority ‘has made proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources’. 

This is supported by the Code of Audit Practice, published by the NAO in April 2015, which requires auditors to ‘take into account their knowledge of the relevant local sector as 
a whole, and the audited body specifically, to identify any risks that, in the auditor’s judgement, have the potential to cause the auditor to reach an inappropriate conclusion on 
the audited body’s arrangements.’

We follow a risk based approach to target audit effort on the areas of greatest audit risk as summarised below:

We identified one significant VFM risk, and two other areas of focus which are reported overleaf. 

We have concluded that the Authority has not made proper arrangements to secure economy, efficiency and effectiveness in its use of resources throughout 2017/18. However, 
we remain satisfied that none of the outstanding issues have an adverse impact on the ‘sustainable resource deployment’ sub criterion. We therefore anticipate issuing a 
qualified VFM conclusion on an ‘except for’ basis.

Section Three

Value for money

Continually re-assess potential VFM risks

VFM audit risk 
assessment

Financial statements 
and other audit work

Identification of 
significant VFM 

risks (if any)
Conclude on 

arrangements to 
secure VFM

No further work required

Assessment of work by other 
review agencies

Specific local risk based work

VFM
 conclusion
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Significant risk based VFM audit work

Below we set out the detailed findings of our significant risk based VFM work. This work was completed to address the residual risks remaining after our assessment of the 
higher level controls in place to address the VFM risks identified in our planning and financial statements audit work.

Section Three

Value for money

Significant VFM risk Why this risk is significant Our audit response and findings

Implementation of 
Improvement Plans 
(Best Value and 
Children’s)

Continued overleaf

The SoS for HCLG decided to end the 2014 
Directions and not extend the appointment of 
the Commissioners beyond March 2017 in 
recognition of the Authority’s progress. In light 
of the work that the Authority has identified as 
still needing to be completed, the SoS HCLG 
made three new, less intrusive Directions which 
require the Authority to set up a Best Value 
Improvement Board (with cross party and 
independent membership); submit quarterly 
progress reports on the Best Value 
improvement plan to the SoS HCLG; and set up 
an independent review of achievement of the 
BV improvement plan with a report to the SoS
HCLG by 1 August 2018.

Also the Ofsted inspection undertaken in 2017 
rated the Authority’s Children's services as 
inadequate overall with some features requiring 
improvement. The Authority has established a 
Children’s Services Improvement Board (CSIB) 
led by an Independent Chair and agreed an 
Improvement Plan. Ofsted are carrying out 
regular monitoring visits to ensure that the 
recommendations are being robustly 
addressed. The CSIB will continue to focus on 
the themes identified in the Ofsted report 
looking at progress made and providing support 
and challenge on areas of on-going work.

In 2016/17 the SoS for HCLG and Commissioners noted that the Authority had made considerable 
progress towards addressing the issues raised in the BV Inspection (from 2014) and subsequent 
issues/ concerns referred to by the Commissioners. Consequently, the SoS HCLG decided not to 
extend the existing Directions beyond their initial period which ended on 31 March 2017.

However, the Authority acknowledged that it had not completed the actions identified in its BV 
Action Plans. Indeed, the Authority was clear that the remaining actions would take a period of 12 
months to implement and considerably longer to be able to demonstrate that the changes to 
organisational culture and other ‘softer’ areas had become embedded in the Authority and the way 
it operates. The Authority has converted these remaining actions into a new BV Improvement Plan 
(BVIP).

Consequently the SoS HCLG determined that three new (but significantly less interventionist) 
Directions be made. These Directions require the Authority to:

• submit quarterly progress reports on all actions in its BVIP to the Secretary of State. 
• set up an independent review of achievement against its BVIP to be submitted to the Secretary 

of State by 1 August 2018. 
• set up a new Best Value Improvement Board, chaired by the Mayor, with cross party 

representation and external representatives to provide suitable challenge to improve all council 
activity. 

As a result the Authority established a cross-party Authority-wide Improvement Board with multi-
party and independent membership, which met for the first time in June 2017. The aim of the Board 
is to drive continuous improvement across the Authority through the provision of robust oversight 
arrangements. The initial remit of the Board is to ensure an Authority-wide approach to 
implementing improvement activity especially in relation to the outstanding activities pertaining to 
the original Directions, oversight of actions arising from the recent Ofsted inspection (see below for 
more detail) and of other service reviews. The Board meets publicly each quarter and papers are 
available on the Council’s website and sent to the Ministry of Housing, Communities and Local 
Government for review.
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Significant risk based VFM audit work (continued)

Section Three

Value for money

Significant VFM risk Our audit response and findings

Implementation of 
Improvement Plans 
(Best Value and 
Children’s) (continued)

Continued overleaf

The actions/ milestones identified in the BVIP are classified under 5 themes (elections; communications; property, grants; and organisational culture). 
The Authority is reporting that it has delivered the majority of the short-term and medium-term milestones set out in the BVIP, and where there are 
any delays a revised plan has been set out. Work on the longer-term milestones are considered to be on-going with plans for delivery over the next 
financial year (2018/19). Regular updates on progress are provided to the Corporate Leadership Team and Members and all activities have been 
incorporated within individual Directorate Plans to ensure focus remains on delivery.

In the March 2018 progress report the Authority considers that almost 80% of the 109 identified actions are completed or on track. Of the 23 that 
were considered ‘off-track’:
• 1 was classified as Delayed under the grants theme (ie where the key milestone has not yet been completed but will be completed within a month 

of the original deadline); and 
• 22 were classified as Overdue – one was under the communications theme, five were under the property theme, seven were under the grants 

theme, and 9 were under the organisational culture theme (ie where the key milestone has been delayed by more than a month from the date of 
the original deadline).

The above generally shows a positive picture of progress being made by the Authority to address the actions/milestones in the BVIP. However, it also 
shows that the Authority still has a little way to go in terms of completing the BVIP in full and probably some way to go before the impact of all of the 
work that has been done could be said to have become embedded within the Authority. Our view remains that these remaining issues relate to the 
informed decision making and the working with partners and other partners sub-criteria of the Value for Money conclusion. 

Children’s Services

The Ofsted inspection undertaken in early 2017 rated the Authority’s services for children in need of help and protection, children looked after and 
care leavers and the local safeguarding children board as inadequate overall with some features requiring improvement. The report made 15 
recommendations and highlighted poor frontline practice and ineffective, complacent and sometimes resistant management practices which enabled 
non-compliance with basic standards (including legal requirements) and in some cases left children at risk of harm. The report also highlighted the 
need for stronger leadership, management and governance to ensure there is robust performance management and scrutiny of children’s social care.

The Authority established a Children’s Services Improvement Board (CSIB) led by an Independent Chair and an Improvement Plan has been agreed 
with the Department for Education. Progress is reviewed regularly by Ofsted (three visits completed already) The CSIB ensures that there is clear 
leadership of the improvement journey at corporate, political and partnership levels. The CSIB’s key focus has been on understanding why this 
happened in Tower Hamlets and how to put this right through the development, implementation and monitoring of the Improvement Plan.
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Significant risk based VFM audit work (continued)

Section Three

Value for money

Significant VFM risk Our audit response and findings

Implementation of 
Improvement Plans 
(Best Value and 
Children’s) (continued)

The CSIB continues to focus on the themes identified in the Ofsted report looking at progress made and providing support and challenge on areas of 
on-going work. Quarterly progress updates will continue to be provided to the Best Value Improvement Board and the Council’s Cabinet and 
Overview and Scrutiny Committee. The Authority’s Improvement Plan is challenging and aims to achieve a standard of at least ‘good’ by April 2019.

The findings from the Ofsted monitoring visits indicate a positive trajectory of change including the very important finding from the December 2017 
visit that “no children were identified as being at risk of immediate harm”. The letter also stated that “A relentless focus by senior leaders on ensuring 
compliance with statutory requirements, such as visiting children at home, is starting to change the culture in children’s services.”

The most recent Ofsted visit (May 2018) focused on high risk adolescents. The feedback was again positive, stating “The evidence gathered during 
this visit has identified substantial but very recent improvements in the quality of multi-agency and social work practice for vulnerable adolescents and 
their families. This is extremely encouraging given the particularly complex challenges involved in this work. Political leaders and managers are 
demonstrating considerable determination and commitment to embedding and sustaining these changes, while simultaneously addressing the areas 
of poor practice.” 

The pace of change has been quick and the improvements have embedded in some areas while the Council acknowledges that there is further work 
to be done in other areas.
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Other areas of audit focus 

Below we set out the detailed findings against other areas of audit focus for our VFM work.

Section Three

Value for money

VFM: other area of audit focus Our audit response and findings

Medium Term Financial Strategy

Continued overleaf

We have reviewed overall management arrangements that the Authority has for managing its financial position, including the processes to 
develop a robust MTFS, ongoing monitoring of the annual budget, review of how savings plans have been developed and how their
delivery is monitored, responsiveness to increasing costs of demand led services and changes in funding allocations and the governance 
arrangements of how the figures are reported through to the Authority.

2017/18 outturn

In terms of its financial standing the Authority is reporting that the revised budget has been met, with a small under spend of £1.5 million in 
total which was consistent with the position reported to Cabinet throughout 2017/18, and has increased the General Fund reserve to £33.3 
million. The 2017/18 approved General Fund budget also required the delivery of saving proposals of £20.4 million in order to deliver a 
balanced budget. An additional £5.7 million relating to slippage from previous years’ proposals were also required to be achieved. During 
the year £22.9 million of savings were actually delivered with £5.3 million of savings slipping into later years. The Authority’s earmarked 
reserves have reduced, as planned, by £16 million to £118.6 million, mainly from the use of the part of the transformation reserve (£10 
million).

2018/19 budget

In relation to the MTFS we note that the Authority has agreed a balanced budget for 2018/19. The budget includes £14 million of agreed 
savings which were agreed by Members in February 2018 as part of budget setting. All of the savings schemes were supported by
detailed statements explaining what was being planned and how it would be delivered/achieved. The supporting papers also set out any 
changes to services; explained any equality implications and included a formal Equalities Impact Assessment (supported by an action plan 
for any groups affected adversely). In terms of monitoring the savings are built into base budgets and so they are monitored as part of on-
going budget monitoring.

MTFS 2017 – 2021

For the period covered by the MTFS (four years from 2017 – 2021) the Authority has identified savings opportunities amounting to £58 
million meaning that the Authority is looking to use around £5 million from General Fund reserves over this period (leaving reserves at £26 
million at 31 March 2021).
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Other areas of audit focus (continued)

Section Three

Value for money

VFM: other area of audit focus Our audit response and findings

Medium Term Financial Strategy
(continued)

Over the period of the MTFS there are clearly a number of risks that could affect either the level of service demand (and therefore service 
delivery costs) or sources of funding. In addition there are general economic factors, such as the level of inflation and interest rates that 
can impact on the net cost of services. Furthermore, the Authority is facing some significant challenges as it moves forward with an 
ambitious 3 year transformation programme. Consequently, the budget and savings delivery are being closely and continually monitored in 
addition to any changes/potential changes in assumptions made to ensure the Authority remains on track and capable of delivering the 
MTFS.

‘Clear up’ project In 2016/17 we considered the process by which the Clear Up Team conducted their investigations relating to the 66 referrals received. We 
(and the Commissioners) were satisfied that the Authority’s approach was robust and that there was open reporting of the results of the 
investigations for each of the referrals received. Of the 66 allegations: 10 were partially upheld; 5 were upheld; 1 was referred to the 
Authority for further consideration and investigation as the matter may be criminal; and 1 was partially upheld and partially rejected. 

The report was received by Cabinet and identified several themes: Organisational culture – whistle-blowing and reporting concerns; 
Approach to investigations; Election procedures (not considered an audit issue); Monitoring compliance following Authority decision points; 
HR policies and practices; Authority Systems and Processes; Member/officer protocols; and Security/Confidentiality.

Following Cabinet’s consideration, the Monitoring Officer carefully considered where further action was required by the Authority and 
allocated that action to various Corporate Directors and Divisional Directors. The Corporate Leadership Team has monitored progress on 
a monthly basis with quarterly reports on progress submitted to Members.

The most recent report to Cabinet shows the progress the Authority has made and the recommendations where the Authority has not yet 
completed its proposed actions.

We are satisfied that the Authority is making progress in addressing the matters highlighted from the ‘clear up’ project and is continuing to 
report progress to Members publicly.
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Recommendations raised as a result of our work in the current year are as follows:

We have not identified any recommendations to date for the current year.

We have followed up the recommendations from the prior year’s audit, in summary:

Appendix 1

Recommendations raised and followed up

Priority rating for recommendations

 Priority one: issues that are fundamental and 
material to your system of internal control. We 
believe that these issues might mean that you 
do not meet a system objective or reduce 
(mitigate) a risk.

 Priority two: issues that have an important 
effect on internal controls but do not need 
immediate action. You may still meet a system 
objective in full or in part or reduce (mitigate) a 
risk adequately but the weakness remains in 
the system. 

 Priority three: issues that would, if corrected, 
improve the internal control in general but are 
not vital to the overall system. These are 
generally issues of best practice that we feel 
would benefit you if you introduced them.

Total number of recommendations Number of recommendations implemented Number outstanding (repeated below):

2 2 0

P
age 28



27

Document Classification: KPMG Confidential

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 
Swiss entity. All rights reserved.

The assessment of what is material is a matter of professional judgment and includes consideration of three aspects: 

• Material errors by value are those which are simply of significant numerical size to distort the reader’s perception of the financial statements. Our assessment of the 
threshold for this depends upon the size of key figures in the financial statements, as well as other factors such as the level of public interest in the financial statements;

• Errors which are material by nature may not be large in value, but may concern accounting disclosures of key importance and sensitivity, for example the salaries of senior 
staff; and

• Errors that are material by context are those that would alter key figures in the financial statements from one result to another – for example, errors that change successful 
performance against a target to failure.

We used the same planning materiality reported in our External Audit Plan 2017/18, presented to you in January 2018.

Materiality for the Authority’s accounts was set at £17.5 million which equates to around 1.4% of gross expenditure. 

Materiality for the Pension Fund was set at £17.5 million which equates to around 1.2% of gross assets.

We design our procedures to detect errors in specific accounts at a lower level of precision.

Reporting to Audit Committee 

Whilst our audit procedures are designed to identify misstatements which are material to our opinion on the financial statements as a whole, we nevertheless report to the Audit 
Committee any misstatements of lesser amounts to the extent that these are identified by our audit work.  Under ISA 260, we are obliged to report omissions or misstatements 
other than those which are ‘clearly trivial’ to those charged with governance. ISA 260 defines ‘clearly trivial’ as matters that are clearly inconsequential, whether taken 
individually or in aggregate and whether judged by any quantitative or qualitative criteria.  ISA 450 requires us to request that uncorrected misstatements are corrected.  

In the context of the Authority, we propose that an individual difference could normally be considered to be clearly trivial if it is less than £850,000 for the Authority and less than 
£850,000 for the Pension Fund.

Where management have corrected material misstatements identified during the course of the audit, we will consider whether those corrections should be communicated to the 
Audit Committee to assist it in fulfilling its governance responsibilities.

Appendix 2

Materiality and reporting of audit differences 
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Unadjusted audit differences

Under UK auditing standards (ISA (UK&I) 260) we are required to provide the Audit Committee with a summary of unadjusted audit differences (including disclosure 
misstatements) identified during the course of our audit, other than those which are ‘clearly trivial’, which are not reflected in the financial statements. In line with ISA (UK&I) 450 
we request that you correct uncorrected misstatements. However, they will have no effect on the opinion in our auditor’s report, individually or in aggregate. As communicated 
previously with the Audit Committee, details of all adjustments greater than £850,000 (£850,000 for the Pension Fund) will be reported.

Based on the work completed to date there are no unadjusted audit differences that need to be reported to the Audit Committee.

Adjusted audit differences

To assist the Audit in fulfilling its governance responsibilities we present a summary of any significant adjusted audit differences (including disclosures) identified during the 
course of our audit.  

Based on the work completed to date there are no adjusted audit differences that need to be reported to the Audit Committee.

Presentational adjustments

We identified presentational adjustments required to ensure that the Authority’s (and Pension Fund’s) financial statements for the year ending 31 March 2018 are fully compliant 
with the Code of Practice on Local Authority Accounting in the United Kingdom 2017-18 (‘the Code’).  To date none of these adjustments have been considered to be significant.

Appendix 3

Audit differences
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ASSESSMENT OF OUR OBJECTIVITY AND INDEPENDENCE AS AUDITOR OF THE LONDON BOROUGH OF TOWER HAMLETS AND THE LONDON BOROUGH OF 
TOWER HAMLETS PENSION FUND

Professional ethical standards require us to provide to you at the conclusion of the audit a written disclosure of relationships (including the provision of non-audit services) that 
bear on KPMG LLP’s objectivity and independence, the threats to KPMG LLP’s independence that these create, any safeguards that have been put in place and why they 
address such threats, together with any other information necessary to enable KPMG LLP’s objectivity and independence to be assessed. 

In considering issues of independence and objectivity we consider relevant professional, regulatory and legal requirements and guidance, including the provisions of the Code of 
Audit Practice, the provisions of Public Sector Audit Appointments Limited’s (‘PSAA’s’) Terms of Appointment relating to independence, the requirements of the FRC Ethical 
Standard and the requirements of Auditor Guidance Note 1 - General Guidance Supporting Local Audit (AGN01) issued by the National Audit Office (‘NAO’) on behalf of the 
Comptroller and Auditor General.

This Statement is intended to comply with this requirement and facilitate a subsequent discussion with you on audit independence and addresses: general procedures to 
safeguard independence and objectivity; breaches of applicable ethical standards; independence and objectivity considerations relating to the provision of non-audit services; 
and independence and objectivity considerations relating to other matters.

General procedures to safeguard independence and objectivity

KPMG LLP is committed to being and being seen to be independent.  As part of our ethics and independence policies, all KPMG LLP partners, Audit Directors and staff annually 
confirm their compliance with our ethics and independence policies and procedures. Our ethics and independence policies and procedures are fully consistent with the 
requirements of the FRC Ethical Standard.  As a result we have underlying safeguards in place to maintain independence through: instilling professional values; 
communications; internal accountability; risk management; and independent reviews.

The conclusion of the audit engagement leader as to our compliance with the FRC Ethical Standard in relation to this audit engagement is subject to review by an engagement 
quality control reviewer, who is a Partner not otherwise involved in your affairs.

We are satisfied that our general procedures support our independence and objectivity.

Appendix 4

Audit independence
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Independence and objectivity considerations relating to the provision of non-audit services

Summary of fees

We have considered the fees charged by us to the authority and its controlled entities for professional services provided by us during the reporting period.  We have detailed the 
fees charged by us to the authority and its controlled entities for significant professional services provided by us during the reporting period below, as well as the amounts of any 
future services which have been contracted or where a written proposal has been submitted. Total fees charged by us for the period ended 31 March 2018 can be analysed as 
follows:

The audit fee for the Authority in 2016/17 includes £22,078 for additional work needed in relation to the Best Value Inspection and associated risks, but does not include fees 
that will be needed to consider the objection received in relation to the Authority’s PFI schemes which we accepted in December 2017).

We are required by AGN 01 to limit the proportion of fees charged for non-audit services (excluding mandatory assurance services) to 70% of the total fee for all audit work 
carried out in respect of the Authority under the Code of Audit Practice for the year. The ratio of non-audit fees to audit fees for the year was 0.03:1.  We do not consider that the 
total of non-audit fees creates a self-interest threat since the absolute level of fees is not significant to our firm as a whole.

Appendix 4

Audit independence

2017-18
£

2016-17
£

Audit of the Authority 209,918 231,996

Audit of the Pension Fund 21,000 21,000

Audit of controlled entities NIL NIL

Total audit services 230,918 252,996

Mandatory assurance service (Housing Benefits claim) 20,327 22,838

Audit related assurance services 7,000 7,000

Total Non Audit Services 7,000 7,000
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Facts and matters related to the provision of non-audit services and the safeguards put in place that bear upon our independence and objectivity, are set out in the table below:

Contingent fees
We have not agreed any contingent fees with the Authority.  
Independence and objectivity considerations relating to other matters  
There are no other matters that, in our professional judgment, bear on our independence which need to be disclosed to the Audit Committee.
Confirmation of audit independence
We confirm that as of the date of this report, in our professional judgment, KPMG LLP is independent within the meaning of regulatory and professional requirements and the 
objectivity of the Partner and audit staff is not impaired. 
This report is intended solely for the information of the Audit Committee of the authority and should not be used for any other purposes.
We would be very happy to discuss the matters identified above (or any other matters relating to our objectivity and independence) should you wish to do so.

KPMG LLP

Appendix 4

Audit independence

Description of scope of services Principal threats to independence and Safeguards applied Basis of fee Value of services
delivered in the year 
ended 31 March 2018

£

Value of services 
committed but

not yet delivered
£

Audit-related assurance services

Grant Certification – Teachers Pensions 
Return and Pooling of Housing Capital 
Receipts Return

The nature of these audit-related services is to provide 
independent assurance on each of these returns.  As such we do 
not consider them to create any independence threats.

Fixed Fee 7,000 7,000

Completion of Agreed Upon Procedures 
in order to certify the return

Mandatory assurance services

Grant Certification – Housing Benefit 
Subsidy Return

The nature of this mandatory assurance service is to provide 
independent assurance on the claim.  As such we do not consider 
it to create any independence threats.

Fixed Fee 20,327 20,327

Completion of work specified by PSAA to 
certify the return
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Audit quality framework
Appendix 5

Audit quality is at the core of everything we do at KPMG and we believe that it is not just about reaching the right opinion, but how we reach that opinion.  To ensure that every 
partner and employee concentrates on the fundamental skills and behaviours required to deliver an appropriate and independent opinion, we have developed our global Audit 

Quality Framework

- Comprehensive effective monitoring processes
- Proactive identification of emerging risks and 

opportunities to improve quality and provide insights
- Obtain feedback from key stakeholders
- Evaluate and appropriately respond to feedback and 

findings Strateg
y

Interim 
fieldwor

k

Statutory 
reporting

Debrie
f

- Professional judgement and scepticism 
- Direction, supervision and review
- Ongoing mentoring and on the job coaching
- Critical assessment of audit evidence
- Appropriately supported and documented conclusions
- Relationships built on mutual respect
- Insightful, open and honest two way communications

- Technical training and support
- Accreditation and licensing 
- Access to specialist networks
- Consultation processes
- Business understanding and industry knowledge
- Capacity to deliver valued insights

- Select clients within risk tolerance
- Manage audit responses to risk
- Robust client and engagement acceptance and 

continuance processes
- Client portfolio management

- Recruitment, promotion, retention
- Development of core competencies, skills and 

personal qualities
- Recognition and reward for quality work
- Capacity and resource management 
- Assignment of team members and specialists 

- KPMG Audit and Risk Management Manuals
- Audit technology tools, templates and guidance
- Independence policies

Commitment to 
continuous 

improvement–

Association 
with the right 

clients

Clear standards 
and robust audit 

tools

Recruitment, 
development and 

assignment of 
appropriately 

qualified personnel

Commitment 
to technical 
excellence 

and quality service 
delivery

Performance of 
effective and 

efficient audits
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Foreword

From Will Tuckley, Chief Executive

This Code of Corporate Governance sets out the commitment of the London Borough of Tower Hamlets to continue 
to uphold the highest possible standards of good governance. This is essential for ensuring we conduct our business 
in accordance with the law and proper standards and that public money is properly accounted for.

The Code of Corporate Governance is an important tool in showing our residents how the Council follows good 
practice to achieve the best outcomes we can for them. 

The Code will be regularly reviewed to match our evolving Corporate Strategies and Policies. Our Audit Committee 
has oversight for making sure that we are following the commitments in this document in order to deliver the highest 
standards of governance for our residents.
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Introduction

Good governance is about how the Council ensures 
that it is doing the right things, in the right way, for the 
communities it serves, with particular regard to being 
open, inclusive and accountable.

Our Commitment
Tower Hamlets are committed to upholding the highest 
standards of good corporate governance. 

The Governance Framework comprises the systems 
and processes, and cultures and values, by which the 
Council is directed and controlled and through which it 
accounts to, engages with and, where appropriate, 
leads the community. It enables the Council to monitor 
the achievement of its strategic objectives and to 
consider whether those objectives have led to the 
delivery of appropriate cost-effective services.

This Code of Corporate Governance is based on the 
following principles recommended by CIPFA/SOLACE 
in a joint document entitled ‘Delivering Good 
Governance in Local Government’ which builds on the 
seven Principles for the Conduct of Individuals in 
Public Life.

A. Behaving with integrity, demonstrating strong 
commitment to ethical values, and respecting the 
rule of law.

B. Ensuring openness and comprehensive 
stakeholder engagement.

C. Defining outcomes in terms of sustainable 
economic, social, and environmental benefits.

D. Determining the interventions necessary to 
optimize the achievement of the intended 
outcomes.

E. Developing the entity’s capacity, including the 
capability of its leadership and the individuals 
within it.

F. Managing risks and performance through robust 
internal control and strong public financial 
management.

G. Implementing good practices in transparency, 
reporting, and audit, to deliver effective 
accountability.

This document describes how the Council achieves the 
seven principles of good governance and describes 
how the Council’s corporate governance arrangements 
will be monitored and reviewed.
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Applying the Seven Core Principles

Core Principle A: Behaving with integrity, demonstrating strong commitment to ethical values, and 
respecting the rule of law

The following items are applicable to all three strands of Core Principle A

Supporting Principles The Council does this by: Supporting documentation and evidence of 
compliance

A1 Behaving with
Integrity

A2 Demonstrating
Strong commitment 
to ethical values

A3 Respecting the 
Rule of Law

 The Council’s constitution sets out the rules under 
which the organisation must operate. This includes 
ensuring decisions are taken appropriately, by the 
correct body and with all relevant information 
presented.

 Article 12.03 of the Constitution sets out the role of 
the Monitoring Officer. The Corporate Director, 
Governance has this assigned role. The 
Monitoring Officer is responsible for dealing with 
many issues relating to integrity in decision making 
including around the work of the Standards 
(Advisory) Committee and Member Conduct.

 The Strategic Plan is the main strategic business 
planning document of the council. It sets out the 
corporate priorities and outcomes, the high level 
activities that will be undertaken to deliver the 
outcomes, as well as the measures that will help 
us determine whether we are achieving the 
outcomes.  The Strategic Plan outlines the 
Council’s approach to tackling inequality and 

 The Council’s Constitution 
including sections on:

o Officer code of conduct
o Member code of conduct
o Member Officer Relations 

Protocol
o Scheme of Delegation

 Register of Interests and 
Declarations at Meetings

 Gifts and Hospitality Register
 Cabinet, Council and Committee 

reports online
 Member Induction and 

Development Programme
 Strategic Plan
 Tower Hamlets Plan
 Borough Equality Assessment
 Whistleblowing Policy 
 Corporate and Statutory 

Complaints Procedures
 Information Governance 
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improving outcomes for residents and has tackling 
inequality at its core outlining the priorities and 
outcomes for reducing inequality and need in the 
borough.

 The Tower Hamlets Plan is the over-arching for 
the borough’s local strategic partnership.  Partners 
wanted to work together to identify creative and 
innovative new ways of delivering effective and 
efficient services and providing strategic 
leadership on complex, cross-cutting issues. 

 There is a whistleblowing policy and it can be 
found direct from the home page of the intranet.  It 
provides a route for officers to bring to the 
monitoring officers attention areas of malpractice 
where no other appropriate route exists.

 These reports and decisions are published online 
to ensure transparency and Executive decisions 
are subject to the ‘Call-In’ process by backbench 
Councillors who have the opportunity to raise any 
concerns they may have.

 The Register or Interests (for officers and 
Members) and the requirement to declare interests 
at meetings ensure that potential issues are 
recorded and Members do not take part in 
meetings in an inappropriate way. This includes 
the need to leave the room when any items for 
which they have a Pecuniary Interest are 
discussed. 

 Likewise, the Gifts and Hospitalities register 
ensures that Members and officers declare any 
relations with outside bodies that could be an 

Framework, including Data 
Protection, Information Security 
and Computer Use Policies. 

 Social Media Policy
 TOWER values and new 

Competency Framework
 Investors in People accreditation
 Declarations of interest and 

secondary employment for officers
 Grievance Policy
 Disciplinary Policy
 Combatting Harassment and 

Discrimination Policy
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issue.
 The Member Induction and Member Development 

Programmes ensure Members are aware of their 
responsibilities around good decision making and 
behaving with integrity. This programme includes 
committee specific training where required.

 Raising Awareness of Information Governance 
Regulations and Obligations as set out in the 
Council’s procedures and framework.

 The Council’s TOWER values are important 
because they shape the culture and standards of 
the organisation. 

 The Council’s Legal Services are tasked with 
ensuring Council decision making is not ultra vires 
and follows relevant regulations and legal 
processes as required.

Core Principle B: Ensuring openness and comprehensive stakeholder engagement

B1 Openness

B2 Engaging comprehensively with institutional stakeholders

B3 Engaging with individual citizens and service users effectively

The Council does this by: Supporting documentation and evidence of compliance

 Publishing a Constitution setting out the Council’s governance and  The Council’s Constitution
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decision making arrangements. 
 All formal decision making meetings have agendas, reports and 

minutes which are published on the Council’s website and available 
to anyone through the Mod.Gov tablet app.

 The Council publishes and maintains a constantly updating list of 
important Executive decisions on the Council’s website. This includes 
reports for Cabinet and any other key Executive decisions.

 The Council’s Overview and Scrutiny Committee engages 
stakeholders, residents and community groups to review services 
and drive improvement in service delivery.  The Overview and 
Scrutiny Committee co-opts residents with relevant knowledge onto 
the Committee and encourages residents to attend its meetings, 
which are open to the public and webcast. Further, residents, 
community groups and expert witnesses are invited to participate in 
Scrutiny review and challenge sessions so the Committee can  hear 
directly from those whose interest are represented.

 The Council is updating its Overview and Scrutiny Toolkit is to 
provide officers, Members, stakeholders and local communities with 
guidance and advice on how the scrutiny function works at Tower 
Hamlets. The Toolkit aims to clarify processes so residents know how 
they can get involved.

 The Strategic Plan is the main strategic business planning document 
of the council. It sets out the corporate priorities and outcomes, the 
high level activities that will be undertaken to deliver the outcomes, 
as well as the measures that will help us determine whether we are 
achieving the outcomes.  The Strategic Plan outlines the Council’s 
approach to tackling inequality and improving outcomes for residents 
and has tackling inequality at its core outlining the priorities and 
outcomes for reducing inequality and need in the borough.

 The Performance and Intelligence team provides advice on 
designing, running and analysing consultations and surveys to 

 Publication of committee agendas and 
minutes of meetings.

 Forward Plan
 Committee software system
 Register of Members’ Interests
 Strategic and Services Plans
 Tower hamlets plan
 Scrutiny Committee reports to Council
 Strategic Plan (equalities embedded) 

Equality Analysis
 Annual Residents’ Survey and other 

Residents’ surveys
 Range of consultations
 Borough Profile
 Co-production Framework (to be signed 

off Autumn 18)
 Tower Hamlets Together Board and Joint 

Commissioning Executive
 Freedom of Information Publication and 

Disclosure Log
 Environmental Information Scheme
 Publication Scheme
 Corporate Complaints Procedure and 

Statutory Complaints Procedures
 Customer Contact Centre and Complaints 

Procedure
 Staff Training and Development
 Engaging staff forums
 Change Champions (i.e. Your Voice 

Ambassadors)
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Officers around the Council.  The Council actively engages specific 
groups depending on the nature of the consultation / survey.  The 
Council commissions a specialist market research company to 
undertake its Annual Resident Survey with key findings made public.  
Action Plans are produced to address areas of under-performance / 
challenge.

 The Council has an established voluntary and community sector 
strategy and is now developing a framework approach for the 
Community Commissioning programme, which has been developed 
in co-production with the VCS.

 We set out how we will work with our key strategic partners to deliver 
cross cutting actions for the borough in the Tower Hamlets Plan

 We belong to a range of public sector information sharing networks 
for example sharing performance data for benchmarking and 
improvement with London LAs through London Councils.  We are 
working with the GLA to develop London level data sharing 
agreements, and with our health partners through a partnership 
board Tower Hamlets Together.

 The Council makes use of modern committee management software 
to support the efficient and transparent publication of all information 
related to the Council’s decision making functions including 
Councillor contact details, registers of interest, agendas, petitions, 
ways to get involved and similar.

 The Council maintains a public register of Members interests and 
declarations made at meetings. These are published on the Council 
website.

 Freedom of Information processes to allow for the submission and 
publication of Freedom of Information requests

 Complaints systems to allow residents to challenge the Council.
 Use of the Open Government Licence for Public Sector Information 

ensures that people can make use of our data without having to apply 

 Youth Council and Young Mayor
 Annual Statement of Accounts
 Medium Term Financial Strategy and 

regular MTFS reports
 The Internal Audit function
 The role of the Audit Committee
 Open Government Licence for Public 

Sector Information
 Business Plan Consultation
 Expected Standards for responding to 

residents/customers
 A range of communication channels 

including digital infrastructure (website, 
social media, newsletter, plasma screens 
in Idea Stores and other buildings), 
physical infrastructure (street advertising, 
vehicle advertising) and print (Our East 
End).  
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Core Principle C: Defining outcomes in terms of sustainable economic, social and environmental benefits
Defining outcomes in terms of sustainable economic, social and environmental benefits

The Council does this by: Supporting documentation and evidence of compliance

 The Council has an established voluntary and community sector 
strategy and is now developing a framework approach for the 
Community Commissioning programme, which has been developed 
in co-production with the VCS.

 The Strategic Plan is the main strategic business planning document 
of the council. It sets out the corporate priorities and outcomes, the 
high level activities that will be undertaken to deliver the outcomes, as 
well as the measures that will help us determine whether we are 
achieving the outcomes.  The Council has a structured set of plans 
which turn our vision into actions, through Directorate, Key Council 
Strategies and Team Plans.

 The report templates for all Council, Cabinet and Committee reports 
contains specific sections to highlight key risks such as those around 
equalities, environment, crime etc.

 The Council has a clear vision of the quality and nature of service 
delivery which we need to provide to meet the needs of our local 
community. To do this, ongoing investment needs to be made to our 
staff through our People Strategy.

 The Council’s Local Plan considers the spatial vision and planning 
strategy & policies for Tower Hamlets. 

 Strategic Plan and Service Plans
 Performance Management and 

Accountability Framework
 Co-production Framework (to be signed off 

Autumn 2018)
 Risk Implications in all reports
 People Strategy
 Local Plan (and Draft Local Plan 2031: 

Managing Growth and Sharing the Benefits) 
and related Planning policies and documents

 East End Life Magazine
 Financial and Budget Planning Consultations
 Risk Management Policy and Procedures
 Corporate Risk Register
 Annual Statement of Accounts
 Integrated Finance and Performance Reports 

(being developed over the course of 2018/19)
 Capital Strategy
 The work of the external auditors
 Environmental Strategy
 Air Quality Monitoring

for permission.
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 The Council is committed to sustainable development and has a 
Carbon Management Plan, Environment Strategy and provides air 
quality monitoring and advice about energy efficiency.

 The Tower Hamlets Housing Forum is a partnership between housing 
associations and the Council.

 The Community Safety Partnership Plan 2017-21 sets out how we will 
make Tower Hamlets a safer and more cohesive place to live.

 Carbon Management Plan
 Biodiversity Action Plan
 Tower Hamlets Housing Forum
 Community Safety Partnership Plan

Core Principle D: Determining the interventions necessary to optimise the achievement of the intended outcomes

 Determining Interventions
 Planning Interventions
 Optimising Achievement and Intended Outcomes

The Council does this by: Supporting documentation and evidence 
of compliance

 Decision making processes that receive objective and rigorous analysis including 
involvement of the Monitoring Officer and the Section 151 Officer with all reports 
having set sections for legal and finance comments and all reports requiring final 
finance and legal clearance before publication.

 Council, Cabinet and Committees receive regular reports on performance 
monitoring, the strategic plan and other policies and procedures to demonstrate 
the level to which intended outcomes are being achieved and any interventions 
planned to address issues.

 Our Councils Strategic and service plans have a clear vision of the economic, 
social and environment of the borough, which has been informed by extensive 
analysis of key data, service intelligence and national and regional policy 

 Constitution containing the 
scheme of delegation and 
financial regulations

 Strategic and Service Plans
 Co-Production Framework (to 

be signed off Autumn 2018)
 Scrutiny Committees
 Corporate Leadership Team
 Performance Management 

and Accountability 
Framework
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 The Council’s Corporate Portfolio Management Office is responsible for setting 
standards for programme and project management to make sure we can be 
excellent in delivering change. 

 The Performance Improvement Board challenges services where there are 
identified concerns, takes a trouble-shooting approach, acts as a “critical friend” to 
drive improvement in performance, and makes recommendations about where to 
focus resources to drive improvement.  

 The Council’s Performance Management and Accountability Framework (PMAF) 
sets out how we identify how we establish whether performance improvement is 
necessary, corporate expectations for managing performance, which are 
complemented by related processes within individual Directorates and services, 
and which improvement boards have this responsibility.  Performance 
Improvement Board is the main board responsible for identifying and determining 
interventions to bring about improvements.

 We are committed to undertaking needs assessments that provide evidence for 
areas where service improvement may be required.  Our Joint Strategic Needs 
Assessment (JSNA) helps us and our health partners understand resident’s 
needs relating to health inequalities, and improving health and wellbeing.  In 
addition, the Borough Profile provides data and analysis in a range of topic areas 
such as crime, housing, income, jobs, education, supporting practitioners to 
identify interventions necessary to achieve outcomes.

 The Council prepares an Annual Governance Statement that details the Council’s 
framework for making decisions and controlling its resources. This is presented to 
the Audit Committee each year.

 The Council’s Emergency Planning works to ensure the Council can react quickly 
and robustly to any emergency situation effecting residents or its own ability to 
provide services. A number of plans have also been prepared on a multi-agency 
basis to deal with specific threats.

 Internal Audit who should be outcome focused and providing assurance opinions 
on the effective management of risk leading to the organisational achievement of 
outcomes and priorities.

 Needs Analysis such as 
Borough Profile and Joint 
Strategic Needs Analysis

 Performance Improvement 
Board and other 
Improvement Boards

 Tower Hamlets Improvement 
Framework

 Quarterly and annual joint 
finance and performance 
reports (being developed 
over 2018/19)

 Cabinet and Committee 
agendas and reports.

 Legal and Financial 
clearance of all reports.

 Annual Governance 
Statement

 Standards for Managing 
Employee Performance

 Performance Development 
and Review Scheme

 Borough Major Emergency 
Plan

 Multi Agency Plans
 Business Continuity Policy 

(being updated to the Civil 
Contingencies Policy)

 ‘Move to Critical’ Plans
 Annual Report
 Budget Setting and approval 
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process
 Risk Management Framework
 Procurement Strategy
 Business Plans and 

Consultations and Savings 
Tracker

 Risk Management Policy 

Core Principle E: Developing the entity’s capacity, including the capability of its leadership and the individuals within it

Supporting Principles
 Developing the entity’s capacity
 Developing the capability of the entity’s leadership and other individuals

The Council does this by: Supporting documentation and evidence 
of compliance

 The Council’s constitution is published on the website and has been reviewed 
within the last year. It contains many relevant sections including the Scheme of 
Officer delegations, Terms of References for committees and panels, Member 
and Officer Codes of Conduct and the Member / Officer relations protocol.

 The Corporate Leadership Team (CLT), Cabinet, Council and Committees 
receive reports on how the Council is performing and to highlight areas of weaker 
performance. CLT in particular receive regular reports on matters of performance. 
In addition, the CLT also have a specific CLT Transformation Board to examine 
these sorts of issues.

 The Council’s Constitution, 
including:

o Scheme of Delegation
o Committee Terms of 

Reference
o ‘Other Bodies’ Terms of 

Reference
o Member Code of 

Conduct
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 The Overview and Scrutiny Committee has reviewed its processes and is working 
towards implementing recommendations to further strengthen its effectiveness 
and support a culture of Overview and Scrutiny throughout the Council.

 The Overview and Scrutiny Committee functions are supported by a training 
programme and external support through the Centre for Public Scrutiny. New 
members are supported through an induction programme to scrutiny, which 
includes effective questioning techniques and training throughout the year, 
covering budget scrutiny, performance reporting and one-to-one chairing skills. 
Further, scrutiny Members are provided with tools, advice and guidance through a 
scrutiny toolkit.

 Key to the Overview and Scrutiny Committee’s effectiveness is a well-developed 
work programme. Committee members recently attended a workshop, facilitated 
by the Centre for Public Scrutiny, to set out the Committee’s priorities for the year.  

 The Partnership Governance structure is currently being refreshed to ensure it is 
up to date and relevant.

 Led by CLT and managed by the Corporate Portfolio Management Office, the 
Council’s Transformation programme called SMARTER TOGETHER.  Focusing 
on ensuring the Council is more agile, leaner, and strategic to achieve the best 
outcomes with our limited resources.  

 A comprehensive programme of member induction sessions were provided after 
the Local Elections. These are being followed by an ongoing member 
development programme targeting planned and ad-hoc issues as they become 
apparent.

 Members have been provided with an online portal to give them access to many 
useful documents and refine materials.

o Officer Code of Conduct
o Member Officer 

Relations Protocol
 Partnerships Governance 

Structure
 Smarter Together 

Transformation Programme
 Scrutiny Committees
 Reports to CLT, Cabinet, 

Council and Committees
 Member Induction Programme 

and wider Member 
Development Programme

 Members’ Hub
 People Resource Plan
 Corporate Training Programme
 PDP/PDR Process
 Job descriptions and person 

specifications
 Continuous professional 

development for officers
 Secondment policy
 Recruitment and Selection 

Policy and Toolkit
 Workforce Development 

Strategies
 Corporate Induction and wider 

induction policies
 Smarter Together improvement 

programme
 TOWER values and new 

Competency Framework
 Integrated Finance and 
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Performance Reporting (being 
developed through 2018-19)

 Corporate Risk Register
 Role of Internal Audit
 Business Planning Processes

Core Principle F: Managing risks and performance through robust internal control and strong public financial management

Supporting Principle The Council does this by: Supporting documentation and evidence 
of compliance

F1 Manging risk  The Council’s Constitution sets out the Council’s 
decision making in relation to Financial Management 
including through the Budget and Policy Framework, 
Key Decisions and Officer Schemes of Delegation.

 The Council’s performance digest brings together and 
cross references key management information 
including risk to identify and understand areas of 
under-performance which can be investigated for 
performance improvement

 The Council has developed a risk based approach to 
identifying key performance indicators which are more 
susceptible for data quality breaches

 All report templates contain sections to highlight the 
risks associated with the proposals set out in the 
reports.

 The Council ensures that responsibilities for managing 
individual risks are clearly allocated, and the Corporate 
Risk register is reported to and reviewed by the 
Council’s Senior Management Team, General 

 The Council’s Constitution
 Performance Dashboards and 

Performance Digest
 Data Quality Policy
 Quarterly Performance Reports 

to OSC and Cabinet
 Cabinet and Committee Report 

Templates
 Risk Reports to CLT and 

Committees
 Data Sharing Agreements
 Information Governance 

Framework
 Whistleblowing Policy
 Borough Major Emergency Plan
 Multi Agency Plans
 Business Continuity Policy 

(being updated to the Civil 
Contingencies Policy)
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Purposes Committee, and Audit Committee on a 
regular basis.

 The Council has recently re-launched its 
whistleblowing policy following a review and there is a 
related whistleblowing section on the Council’s 
intranet.

 The Council’s Emergency Planning works to ensure 
the Council can react quickly and robustly to any 
emergency situation effecting residents or its own 
ability to provide services. A number of plans have also 
been prepared on a multi-agency basis to deal with 
specific threats.

 ‘Move to Critical’ Plans
 Publishing spend exceeding 

£250
 Risk Management Strategy and 

Toolkit
 Corporate Risk Register
 Regular risk management 

reports to the Audit Committee
 Internal Audit Plan, annual report 

and recommendations tracker
 Anti-Fraud and Corruption 

Strategy and Action Plan
 The role of external audit
 Corporate Risk Group
 Audit Committee
 Risk reports to Committees
 Project Management Guidance
 Financial Regulations

F2 Manging 
performance  The Council makes decisions based on relevant, clear 

objective analysis and advice pointing out the 
implications and risks inherent in the organisation’s 
financial, social and environmental position and 
outlook

 The Council’s performance digest brings together and 
cross references key management information 
including risk to identify and understand areas of 
under-performance which can be investigated for 
performance improvement

 The Council is implementing outcomes based 
accountability and outcomes based budgeting, and is 

 Scrutiny Committees
 Performance Dashboards and 

Performance Digest
 Data Quality Policy
 Customer Feedback
 Committee agendas, reports 

and minutes
 Cabinet and Committee report 

templates
 Integrated Finance and 

Performance Reporting (being 
developed through 2018-19)

 Business Plan Savings Tracker
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working on integrating finance and performance 
reporting over the course of the financial year.

 The Council has developed a risk based approach to 
identifying key performance indicators which are more 
susceptible for data quality breaches

 Quarterly strategic performance monitoring of the 
strategic plan and KPIs is a separate agenda for the 
Overview and Scrutiny Committee.

 Members and senior management are provided with 
regular reports on performance and progress towards 
outcome achievement.

 Business Development Team
 Internal Audit Reports

F3 Robust internal 
control

 Reports to Council, Cabinet and Committees are 
required to set out key implications information in 
areas such as risk, equalities and environmental 
impact.

 The Audit Committee is responsible for considering the 
Council’s arrangements for internal governance and 
financial management and to recommend any actions 
accordingly. It receives a number of relevant reports 
such as Audit Plans, reports from external audit, anti-
fraud and corruption initiatives, Risk Management 
Arrangements and similar. The Committees full terms 
of references are provided in the Council’s 
Constitution.

 Annual Governance Statement
 Reports to Council, Cabinet and 

Committees of the Council with 
implications provided that are 
clear and measured.

 Anti-Fraud and Corruption 
Policy

 Anti-Money Laundering Policy
 Internal Audit
 Internal Audit Outcome Reports
 Risk Management Policy
 Risk Management Procedures
 Corporate Risk Register
 Audit Committee.

F4 Managing data  There are governance arrangements for the partnership 
structure.  The Tower Hamlets Plan identifies how the 
partnership will work together through the Partnership 
Executive Group to deliver cross-cutting activities.

 The Council operates to expected Data Protection and 

 Partnerships Governance
 Data Protection Policy
 Freedom of Information/EIR
 Information Security Incident 
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records management policies and is implementing the 
new GDPR rules and procedures.

Policy
 Records Management Policy
 Safe Information Handling 

Policy
 Senior Information Risk Owner
 Data Confidentiality Champion
 Information Sharing Network
 Regulations Policy

F5 Strong public 
financial 
management

 The OSC has a crucial role in budget scrutiny. This 
includes reviewing and scrutinising the Council’s annual 
allocation of financial resources to different services and 
projects, according to the Council’s strategic priorities. This 
includes reviewing the treatment of risk, setting the council 
tax, and decisions relating to the control of the Council’s 
borrowing, the control of its capital expenditure and the 
setting of virement limits.

 Performance and Intelligence team analyses resident’s 
views relating to the budget consultation which is then 
used to inform decision-making.

 Budget monitoring reports are presented to Cabinet and 
are published on the Council’s website allowing residents 
to see how the Council is performing against expected 
budgets.

 The Audit Committee is responsible for considering the 
Council’s arrangements for financial management and to 
recommend any actions accordingly. It receives regular 
reports such as Audit Plans, Risk Management 
arrangements, and it approves the Authorities Statement 
of Accounts.

 Scrutiny Budget Meetings
 Budget Consultations (Your 

Borough, Your Future)
 Regular Budget monitoring 

reports published in Cabinet 
agendas

 Financial Regulations
 Integrated Finance and 

Performance Reporting
 Business Plan
 Business Planning Process
 Budget Holder Information 

Pack
 Objection Timetable
 External Auditors
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Core Principle G: Implementing good practices in transparency, reporting and audit to deliver effective accountability

Supporting Principle The Council does this by: Supporting documentation and evidence 
of compliance

G1 Implementing good 
practice in 
transparency 

 The Council has a published constitution setting out how 
decisions are taken and how the public can get involved in 
decision making, including Access to Information, 
Petitions and ways of getting involved in decision making.

 Key data, statistics and horizon scanning of policy is 
produced to support the Overview and Scrutiny 
Committee in their work programming.  OSC work 
programme published.

 Having a defined process to ensure that reports for the 
public / stakeholders are fair, balanced and easy to 
access and understandable for the audience

 The Council seeks to write and communicate reports and 
other information for the public and other stakeholders in a 
fair, balanced and understandable style appropriate to the 
intended audience and ensuring that they are easy to 
access and interrogate.

 The Council webcasts it’s Council, Cabinet and Overview 
and Scrutiny Committee meetings to ensure full 
transparency of the meetings.

 The Council’s maintains an up-to-date website which 
provides a mechanism for the Council to publish 
information important in ensuring transparency of its 
actions.

 The Council has recently re-launched its whistleblowing 
policy following a review and there is a related 
whistleblowing section on the Council’s intranet.

 The Council’s Constitution
 Annual Work Programme of 

Scrutiny Committees
 Agendas and minutes of 

Cabinet and Committee 
Meetings

 Agendas and minutes of 
Scrutiny and relevant 
Committees published

 The Executive Forward Plan
 Meeting Webcasts
 Transparency Code
 Data Sharing Agreements
 Publication Scheme
 The Council’s Website
 Whistleblowing Policy
 Gender Pay Gap reporting
 Internal Audit Plan, annual 

report and recommendations 
tracker

 Anti-Fraud and Corruption 
Strategy and Action Plan

 External Audit Reports
 Annual Governance Statement
 Communications ensuring 

residents are informed of key 
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issues, decisions and 
consultations.

G2 Implementing good 
practice in reporting 

 The Council’s constitution sets out the Terms of 
Reference of all Committees to ensure information is 
presented to the Appropriate Committees. Access to 
Information rules set out how the Council maintains 
good public access to information and reports.

 There are governance arrangements for the 
partnership structure.  The Tower Hamlets Plan 
identifies how the partnership will work together 
through the Partnership Executive Group to deliver 
cross-cutting activities.

 Each Committee has a workplan or similar forward 
programme including expected monitoring reports.

 Partnerships Governance 
Guidance

 Committee Agendas, Reports 
and Minutes

 Constitution including 
Committee Terms of Reference 
and Access to Information Rules

 Integrated Finance and 
Performance Reporting

 Statement of Accounts
 Annual Governance Statement
 Annual External Audit Report 

and Letter
 Internal Audit Reports

G3 Assurance and 
effective 
accountability

 Having processes to ensure external / internal audit 
recommendations are acted upon / responded to by 
managers and the Council (G3 & G4)

 There are governance arrangements for the 
partnership structure.  The Tower Hamlets Plan 
identifies how the partnership will work together 
through the Partnership Executive Group to deliver 
cross-cutting activities.

 As part of our extensive improvement journey since 
2014, the Council has taken part in a tailored Peer 
Challenge managed by the LGA.  We take part in 
service specific peer reviews – for example a peer 
review of our planning service will take place during 

 Role of Internal and External 
Audit

 Audit Committee
 Risk Management Procedures
 Peer Reviews
 Results of External Inspections 

(Ofsted, CQC, ICO etc)
 Partnerships Governance 

Guidance
 Council Meetings
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2018-19.
 The Council uses the results from external inspections 

to action plan improvements. There is an extensive 
improvement structure in the Council including 
Member oversight and Officer operational groups.

 As the Council’s most senior decision making body, 
Audit Committee, and any other relevant Non-
Executive Committee including Scrutiny, can report up 
to it any concerns they have regarding actions that 
have not been undertaken. Council is also a forum for 
Members and the public to formally raise concerns that 
meeting may direct the Council to act upon.

G4 Managing data. See G1 and G3
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