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Antonella Burgio, Democratic Services
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Public Information

Attendance at meetings.
The public are welcome to attend meetings of the Committee. However seating is limited
and offered on a first come first served basis.

Audio/Visual recording of meetings.
No photography or recording without advanced permission.

Mobile telephones
Please switch your mobile telephone on to silent mode whilst in the meeting.

Access information for the Town Hall, Mulberry Place.
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Bus: Routes: 15, 277, 108, D6, D7, D8 all stop
near the Town Hall.

Distinct Light Railway: Nearest stations are East
India: Head across the bridge and then through
complex to the Town Hall, Mulberry Place
Blackwall station. Across the bus station then turn
right to the back of the Town Hall complex,
through the gates and archway to the Town Hall.
Tube: The closet tube stations are Canning Town
e and Canary Wharf

) Car Parking: There is limited visitor pay and
display parking at the Town Hall (free from 6pm)
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If you are viewing this on line:(http://www.towerhamlets.gov.uk/content_pages/contact_us.aspx)

Meeting access/special requirements.

The Town Hall is accessible to people with special needs. There are accessible toilets, lifts
to venues. Disabled parking bays and an induction loop system for people with hearing
difficulties are available. Documents can be made available in large print, Brail or audio
version. For further information, contact the Officers shown on the front of the agenda

Fire alarm

If the fire alarm sounds please leave the building immediately by the nearest available fire
exit without deviating to collect belongings. Fire wardens will direct you to the exits and to
the fire assembly point. If you are unable to use the stairs, a member of staff will direct you
to a safe area. The meeting will reconvene if it is safe to do so, otherwise it will stand
adjourned.

Electronic agendas reports and minutes.
Copies of agendas, reports and minutes for council meetings can also be
found on our website from day of publication.

To access this, click www.towerhamlets.gov.uk, ‘Council and Democracy’
(left hand column of page), ‘Council Minutes Agenda and Reports’ then

choose committee and then relevant meeting date. QR code for
smart phone

Agendas are available at the Town Hall, Libraries, Idea Centres and One users.
Stop Shops and on the Mod.Gov, iPad and Android apps.
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5.1

LONDON BOROUGH OF TOWER HAMLETS
AUDIT COMMITTEE

Tuesday, 26 March 2013

7.00 p.m.

APOLOGIES FOR ABSENCE

To receive any apologies for absence.

DECLARATIONS OF INTEREST (Pages 1 - 2)

To note any declarations of interest made by Members, including those restricting
Members from voting on the questions detailed in Section 106 of the Local Government
Finance Act, 1992. See attached note from the Chief Executive.

PAGE WARD(S)
NUMBER  AFFECTED

UNRESTRICTED MINUTES 3-12

To confirm as a correct record of the proceedings the
unrestricted minutes of the ordinary meeting of the Audit
Committee held on 14 January 2013.

UNRESTRICTED TOWER HAMLETS REPORT

Presentation from SECTOR

Treasury Management Activity for Period Ending 28th 13-24
February 2013

To note the contents of the treasury management activity
report for period ending 28 February 2013.

UNRESTRICTED KPMG REPORTS FOR
CONSIDERATION

External Audit Plan (KPMG) 25 -50

To consider the Audit Plan submitted by KPMG

UNRESTRICTED TOWER HAMLETS REPORTS
FOR CONSIDERATION



6.1

6.2

6.3

6.4

Quarterly Internal Audit Assurance Report 51 - 86

To note the report and to take account of the assurance
opinion assigned to the systems reviewed during the
period.

Internal Audit Plan 2013/14 87 -136
To endorse the Annual Internal Audit Plan for 2013/14

printed at Appendix 1.

Progress on National Fraud Initiative 2010 and New 137 - 162
Initiative 2012

To note the report.

Social Housing Update 163 - 166

To note the report.

ANY OTHER UNRESTRICTED BUSINESS
CONSIDERED TO BE URGENT



Agenda Item 2

DECLARATIONS OF INTERESTS - NOTE FROM THE CHIEF EXECUTIVE

This note is guidance only. Members should consult the Council’'s Code of Conduct for further
details. Note: Only Members can decide if they have an interest therefore they must make their
own decision. If in doubt as to the nature of an interest it is advisable to seek advice prior to
attending at a meeting.

Declaration of interests for Members

Where Members have a personal interest in any business of the authority as described in
paragraph 4 of the Council’s Code of Conduct (contained in part 5 of the Council’s Constitution)
then s/he must disclose this personal interest as in accordance with paragraph 5 of the Code.
Members must disclose the existence and nature of the interest at the start of the meeting and
certainly no later than the commencement of the item or where the interest becomes apparent.

You have a personal interest in any business of your authority where it relates to or is likely to
affect:

(a) An interest that you must register

(b) An interest that is not on the register, but where the well-being or financial position of you,
members of your family, or people with whom you have a close association, is likely to be
affected by the business of your authority more than it would affect the majority of
inhabitants of the ward affected by the decision.

Where a personal interest is declared a Member may stay and take part in the debate and
decision on that item.

What constitutes a prejudicial interest? - Please refer to paragraph 6 of the adopted Code of
Conduct.

Your personal interest will also be a prejudicial interest in a matter if (a), (b) and either (c)
or (d) below apply:-

(@) A member of the public, who knows the relevant facts, would reasonably think that your
personal interests are so significant that it is likely to prejudice your judgment of the
public interests; AND

(b) The matter does not fall within one of the exempt categories of decision listed in
paragraph 6.2 of the Code; AND EITHER

(c) The matter affects your financial position or the financial interest of a body with which
you are associated; or

(d) The matter relates to the determination of a licensing or regulatory application

The key points to remember if you have a prejudicial interest in a matter being discussed at a
meeting:-

I. You must declare that you have a prejudicial interest, and the nature of that interest, as
soon as that interest becomes apparent to you; and

ii.  You must leave the room for the duration of consideration and decision on the item and
not seek to influence the debate or decision unless (iv) below applies; and

D:\moderngov\Data\AgendaltemDocs\3\5\8\Al00038853\$4 cftjxb0.doc
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iii. You must not seek to improperly influence a decision in which you have a prejudicial
interest.

iv. If Members of the public are allowed to speak or make representations at the meeting,
give evidence or answer questions about the matter, by statutory right or otherwise (e.g.
planning or licensing committees), you can declare your prejudicial interest but make
representations. However, you must immediately leave the room once you have
finished your representations and answered questions (if any). You cannot remain in
the meeting or in the public gallery during the debate or decision on the matter.

D:\moderngov\Data\AgendaItemDocs\3\5\8\AI00038853\$4cftBO.doc
age



AUDIT COMMITTEE, 14/01/2013

SECT%enda ltem 3

N ONE (UNRESTRICTED)

LONDON BOROUGH OF TOWER HAMLETS

MINUTES OF THE AUDIT COMMITTEE

HELD AT 7.03 P.M. ON MONDAY, 14 JANUARY 2013

TOWN HALL, MULBERRY PLACE, 5 CLOVE CRESCENT, LONDON, E14 2BG

Members Present:

Councillor Carlo Gibbs (Chair)

Councillor Anwar Khan (Vice-Chair)

Councillor Stephanie Eaton
Councillor David Edgar
Councillor Abdal Ullah

Officers Present:

Jill Bell —
Alan Finch -
Minesh Jani -
Tony Qayum -
Les Warren -
Antonella Burgio —
Others In Attendance

Daniel Hellary -

Shona Milton -
Andrew Sayers -

(Head of Legal Services (Environment), Legal
Services, Chief Executive's)

(Interim S151 Officer, Service Head Financial
Services, Risk & Accountability, Resources)
(Head of Audit and Risk Management
Resources)

(Anti Fraud Manager, Internal Audit, Resources)
(Director of Finance and Resources, Tower
Hamlets Homes)

(Democratic Services)

Deloitte Touch
Audit Manager KPMG
Audit Partner KPMG

1. APOLOGIES FOR ABSENCE

No apologies for absence were received.

1.1 Introductions

At the Chair’s invitation, all parties in attendance introduced themselves.

The Chair welcomed Andrew Sayers and Shona Milton of KPMG and advised
that, in respect of Council business, KPMG would carry out the audit role
formerly undertaken by the Audit Commission. The Chair also welcomed
Daniel Hellary of Deloitte UK who had replaced Steve Vinall.
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

Alan Finch advised the Committee that, following the departure of the Director
of Resources, he had been assigned the role of Interim Section 151 Officer on
behalf of the Council.

At the Chair’s invitation, all parties in attendance introduced themselves.

The Chair welcomed Andrew Sayers and Shona Milton of KPMG and advised
that, in respect of Council business, KPMG would carry out the audit role
formerly undertaken by the Audit Commission. The Chair also welcomed
Daniel Hellary of Deloitte UK who had replaced Steve Vinall.

2. DECLARATIONS OF INTEREST
No declarations of disclosable pecuniary interests were made.
3. UNRESTRICTED MINUTES

The minutes of the Audit Committee meeting held on 25t September 2012,
were approved as a correct record of procedings.

4. UNRESTRICTED KPMG REPORTS FOR CONSIDERATION
4.1 Certification of Claims and Returns Annual Report LBTH Audit 2011/12

Mr Sayers of KPMG advised the committee that KPMG would in future
undertake the role previously performed by the Audit Commission and would
be responsible for undertaking the audit of the council’s accounts. He advised
that the style of audit may differ from that undertaken by the Audit
Commission but the annual report will be the same as that hither to provided.

Mr Sayers presented the report circulated at agenda item 4.1, the annual
audit of Certification of Claims and Returns. He advised that the certification
of grants and returns 2011-12 had been prepared by the audit commission
and the report produced by KPMG.

Regarding the certification of claims and returns, Mr Sayers advised that there
were six certified claims reported, 70 of the qualifications have been reduced.
He noted the technical qualification against housing audit resulting from a
DCLG error. This qualification although not originating the Council had
nevertheless been reported.

Mr Sayers noted the need for consistent rigour in the preparation of returns
and that a reduced fee had been levied this year as there had been a general
improvement in their preparation.

In response to questions from the Committee, the following matters were
discussed:

The origins of the income calculations error relating to housing benefit and

council tax benefit subsidy were not clear. The error was traced and was
found to originate only to the figure submitted in the return. He noted that
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

there was no indication that monies had been paid incorrectly. Therefore the
consequences of this qualification were reduced.

The Head of Risk Management and Audit informed the Committee that there
was close interaction between the Council's Audit Officers and its external
auditors because the number of internal audits undertaken had diminished.
Because of the close cooperation inconsistencies also could be identified
readily.

At internal school audits Council Audit Officers assessed where areas of
higher risk existed and where the audit cycle was manipulated by Chairs of
Governors.

The Service Head, Finance, Risk and Accountability advised that accounting
differences in the certification of benefits claims and returns were caused by
delays in the issue of software updates that incorporate changes in benefits
rules. Software updates were issued regularly and reflected the changes in
benefits rules. However inconsistencies could arise at times because of
delays in software release from Government forcing officers to anticipate the
impact of benefits changes before the software could be run on the system
data. Mr Sayers advised that the updates had been released after the audit
work had started on the certification of claims and returns and this had also
affected the final sums reported. He also noted that this circumstance did not
impact benefits claimants but affected the sum that the Council recovered for
each claimant.

The Committee was informed that the single person discount claim was made
based on Council Tax Band D. This was £280. The scale of discounts was
not given and the figure was not held by KPMG.

Concerning the GLA Single Programme, the Council reported that it had
received income of £1,083K. The sum had not been verified and the Service
Head, Finance, Risk and Accountability advised that this may have occurred
because it was pre-announced and/or the timing of the receipt which took
place after a the year end accounts had closed. He advised that this return
had not been checked by the Council and therefore this risk was being
addressed.

RESOLVED:

That the report to be noted

5. UNRESTRICTED TOWER HAMLETS REPORTS FOR CONSIDERATION
5.1  Quarterly Internal Audit Assurance Report
The Head of Risk Management and Audit informed the Committee that the
report covered the period September - November 2012 in which time 15

audits were completed. Three of these were assigned limited assurance and
12 substantial assurance. He advised that all priority one recommendations
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

had been implemented and three priority two recommendations remained
outstanding at the time of the follow-up.

In response to questions from the Committee, the following matters were
discussed:

It was confirmed that sufficient time had been allowed to complete the plan
barring unexpected events because the timings of the audits had been
planned in advance. The Council was presently on target to deliver the plan.
All preparations were in hand and the participants had been alerted.

The Committee was satisfied to learn that there had been no nil assurances
and queried why no full assurances had been achieved. Members were
advised that this was because the standard was high and full assurances
would be assigned only when systems were considered sufficiently robust to
assure delivery of their objectives. The Head of Risk Management and Audit
noted that most audits had returned substantial assurances and advised that
the Council aimed to perform within this range. Should an audit return a ‘fail’,
an investigation would be considered.

Limited assurance levels had been returned for Tower Hamlets Homes (THH),
contractors financial accounts-systems audit. The Director of Finance and
Customer Services, THH advised that the audit had indicated some areas of
need concerning capital contracts. He advised that membership of the
contracts group would be reviewed for conflicts of interest. Also the final
account audit would ensure that all sums were reconciled. Following the audit
outcome there has been work on the capital manual and a follow-up audit will
be undertaken to ensure that all recommendations have been implemented.
Tower Hamlets Homes was presently looking into commissioning external
auditors to undertake this work. The Director confirmed that he was confident
that the recommendations would be implemented as implementation of the
measures to remedy the limited assurances identified was ahead of schedule.
In considering whether THH lacked risk awareness in the areas that returned
limited assurance, the Director advised that the audit was a system audit and
therefore officers with who were aware of the issues would be tasked to deal
with them and also would be involved in the discussion. He further advised
that the issue was not so much around risk awareness but concerned
acknowledging conflicts of interests around the group. The Head of Legal
Services, Environment also advised that since THH had a small workforce it
was necessary to avoid ruling out participation by those with expertise. She
therefore suggested that it would be more prudent for those evaluating the
audit to declare an interest rather than to remove themselves from the audit.

The Head of Risk Management and Audit advised the Committee that a full
confirmed that audits in the following year would explore how the Council
managed its final accounts process.

The Head of Risk Management and Audit advised the Committee that that a
satisfactory response had not been received from Sir John Cass school in
regard to the limited assurance returned following the audit of management
and control of school meals income. Therefore the Council had agreed a new
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

process be followed in the management and control of school meals income
and cash handling. Accordingly a follow up audit was due to be undertaken.

It was confirmed that the recommendations around the medium-term financial
plan given at appendix 3 had been implemented.

RESOLVED

That the report be noted

5.2 Revised Internal Audit Plan for 2012

The Head of Risk Management and Audit advised the Committee that, at the
start of the financial year, an audit plan had been set that identified the key
risks for all operations of the Council. The report provided an update of audit
activity planned in this year and also advised of changes to be made to the
original internal audit plan as a result of changing priorities and available
resources.

The Committee was also informed that the data given at paragraph 4.2 of the
report had been amended as follows:

Additional audits added to the plan had increased to 225
Number of days per the revised plan had increased to 1435

The revised current internal audit plan 2012 - 13 was printed at Appendix 2 of
the report.

In response to questions from the committee the following information was
discussed:

It was confirmed that the internal audit plan incorporated audits carried out by
Deloitte and KPMG and included an audit of the management of Baishaki
Mela contract.

The Head of Risk Management and Audit advised that in June 2012 the
Council had written to the Baishaki Mela Trust recommending certain controls.
An audit of these has been completed by Deloitte seeking also to verify the
expenditure that the Trust claims to have incurred.

At Members’ request, The Head of Risk Management and Audit agreed to
present a report on the findings of the audit of the Baishaki Mela Trust before
the next Mela festival took place. The Head of Legal Services — Environment
advised that the event was to take place in Spring and preparations were
mostly underway leaving insufficient time for a report and recommendations to
be actioned. Members therefore requested that officers ensure that the
recommendations of the audit be implemented and were informed that most
recommendations were financial and should already be in place. The Head of
Risk Management and Audit agreed that an audit would be carried out before
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

the Mela Festival took place and confirmed that if areas of concern were
identified, these matters could be raised at senior officer level. The Head of
Legal Services — Environment advised that, if it were found that audit
recommendations were not being followed, the event could be halted if
necessary. Members considered whether an audit post-event should be
carried out and were concerned that such an audit brought exposure to risk
into the following Mela Festival preparation cycle. Additionally they were
concerned that the present audit had taken six months; and enquired whether
the audit controls were sufficient to address previous allegations around
human trafficking. They were advised that the audit process had started in
October 2012 but had taken longer than expected. It was now advanced
although some work remained to be done. The audit emphasis had been to
ensure that any claims could be justified before being paid. At present 80%
had been paid to the Mela Trust and the remainder would be paid after the
audit had been completed.

Concerning human trafficking allegations, the Head of Risk Management and
Audit advised that the Mela Trust was charged to ensure that artists used at
the festival possessed the right credentials. An external company was used
to verify credentials and it is believed that some artists have been refused
participation after vetting.

The Chair asked that a report on the audit of the Baishaki Mela Trust be
prepared for the next meeting

Members queried whether the allocation of 15 days for Oyster Card audits
was wise use of staff resources and were advised that the first audit of Oyster
Card usage had identified an abuse. Therefore it had had been necessary to
re-audit the provision. It was also noted that because of staff reductions,
audits generally took longer.

Concerning the audit of right to buy scheme, Councillor Ullah highlighted that
two different valuations had been given against one property. He was
advised that right buy scheme is planned and valuations were generally made
by professional bodies; however the discrepancy in the valuations offered by
competitive valuers and the possible implications and costs to the Council
were noted. It was agreed that this matter would be pursued outside of the
Committee by the Head of Risk Management and Audit.

RESOLVED

That the report be noted

5.3 Annual Risk Management Report

The Head of Risk Management and Audit presented the annual risk
management report which highlighted the Council’s framework of control, the
key risks and what further action the risk officer would take to address key
risks identified.
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

Risk was categorised into low, medium and high categories using a risk
matrix. In 2012, the annual risk audit identified 12 risks, grouped into
corporate priority themes and directorates and reported in paragraphs 5.6 and
5.7 of the report.

The authority wished to progress in the area of risk management and has
been reviewed by Zurich Insurance to identify areas for improvement. A
report of the findings of this review will be presented at the next Audit
Committee by the Head of Risk Management and Audit.

To raise corporate awareness of risk, the risk management team undertook a
programme of lunchtime seminars for staff and have developed a screen
saver which is displayed on the Council’'s computer terminals. The
Committee noted that these were positive initiatives.

In response to Members’ questions, the following information was provided:

A proprietary software package was used to perform risk audits, actions
returned from these would indicate where the Council had more or less
control over a risk.

The risk categories operated by the Council provided a good indication of
exposure to risk faced by the Council and which of these could and/or could
not be controlled. Additionally risk management monitoring a tool to evaluate
how risks changed over time and gave an indication of what the Council was
able to do about them.

RESOLVED

That the report be noted

5.4 Annual Internal Audit Report for Schools 2011/12

The Committee was advised that an internal audit of schools was undertaken
annually to safeguard against financial risks. The key issues returned from
this year's audit were governance, schemes of delegation, declarations,
financial procedures and inventory control. It was noted that these areas
needed to be better embedded in schools procedures.

In response to Members’ questions, the following information was provided.

Following recent legislation, the relationship between schools and local
authorities was changing. In regard to impacts this change on school audits,
Members were advised that the Audit Team always sought to maintain a good
relationship with schools but noted that audits created a tension by their very
nature; therefore auditors were always cautiously welcomed. Audits were
undertaken in an open and objective manner and findings reported to schools
management and governors.
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

Concerning whether there had been a difference in audit prior to schools
becoming more independent, members were advised that there had been no
change in the approach taken by auditors.

RESOLVED

That the report be noted

5.5 Annual Governance Statement for 2011/12 - Update

The Head of Risk Management and Audit presented the report circulated at
agenda item 5.5 which outlined progress made on a governance issue that
was identified in the Annual Governance Statement (AGS) presented to
Committee on 25 September 2012. The AGS report had highlighted an issue
concerned with creditors and year-end cut-off procedures. Progress was
reported in the appendix to the report and Committee informed that the
Council was to implement a new finance system and exploring how to
improve the procurement process

RESOLVED

That the update be noted

5.6 2011/12 Treasury Management Report to 30 November 2012.

The Service Head, Finance, Risk and Accountability presented the report
circulated at agenda item 5.6. In noting the treasury activity for the period, he
advised the Committee that the continuing adverse global financial situation
meant that markets rewards were presently not favourable. Treasury
management had been affected by the diminishing availability of safe
investments and a fourth year of low interest rates.

In response to Members’ questions, the following information was provided.

The difference in the rate of same day borrowing between Royal Bank of
Scotland (RBS) and Bank of Scotland (BoS) was due to the maturity dates of
each of the investments and also that BoS presently had a better offer.

The Committee noted that the Council had significant exposure to RBS and
BoS, was advised that this had come about because fewer secure
investments were available. Since these organisations were under the
Government’'s guarantee scheme there was lower risk and assurance
therefore the Authority had preferred these investments.

Members were advised that the Council was at liberty to opt to invest in

Australian banks but this would depend on rate of return on offer and the date
of investment.
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AUDIT COMMITTEE, 14/01/2013 SECTION ONE (UNRESTRICTED)

The Council’s investment strategy aimed to avoid all non secure investments;
therefore the council was restricted to a smaller circle of investors.
Additionally there was now lending between local authorities indicating that
local authorities have lesser trust in banks.

The Committee was advised that Cash Managers were achieving the targets
set by the Council. Members would be informed in writing of the portfolio
benchmark of the Councils cash management arrangement with Sector.

The Committee was informed that to gain access to the most favourable
investments, the Council used Cash Managers who had expertise and a
background in these areas of investments. The Committee requested that a
Cash Manager be invited to speak at the next meeting and asked officers to
undertake all necessary arrangements.

RESOLVED
That the report be noted
6. ANY OTHER UNRESTRICTED BUSINESS CONSIDERED TO BE URGENT

The Service Head Finance, Risk and Accountability (FSRA) was asked about
interim arrangements following the departure of the Corporate Director —
Resources. He replied that he had been appointed Interim S151 Officer on a
three-month basis pending the appointment of a new Director of Finance. In
this regard access had been granted to all necessary decision making
mechanisms. Additionally he had met with the Monitoring Officer and Interim
Head of Paid Service. The management of Resources Directorate, in the
inter-regnum, was divided between the relevant service heads and routine
management of the directorate would continue unchanged.

The Service Head, FSRA also reported that levels of organisational risk
relating to the numbers of interim staff at senior level had been noted and was
being monitored by the Council’s auditors.

The meeting ended at 8.30 p.m.

Chair, Councillor Carlo Gibbs
Audit Committee
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COMMITTEE: DATE: CLASSIFICATION: | REPORTNO.| AGENDA NO.
Audit Committee 26 March 2013 Unrestricted
REPORT OF: TITLE:

Acting Chief Finance Officer
ORIGINATING OFFICER(S):

Alan Finch, Service Head, Finance, Risk & | ward(s) affected:
Accountability N/A

Oladapo Shonola, Chief Financial Strategy

Treasury Management Activity for
Period Ending 28 February 2013

Officer

Lead Member Clir Alibor Choudhury — Resources

Community Plan Theme All

Strategic Priority One Tower Hamlets

1. SUMMARY

1.1 This report advises the Committee of treasury management activity for the current financial
year up to 28 February 2013 as required by the Local Government Act 2003.

1.2  The report details the current credit criteria adopted by the Corporate Director - Resources,
the investment strategy for the current financial year and the projected investment returns.

1.3  The current average return on investment stands at 1.25%, and is on target to achieve
budgeted cash return on assets of £2.395m.

2. DECISIONS REQUIRED

21 Members are recommended to note the contents of the treasury management activity
report for period ending 28 February 2013.

3 REASONS FOR DECISIONS

3.1 The Local Government Act 2003 and the Local Authorities (Capital Finance and
Accounting) Regulations 2003 require that regular reports be submitted to
Council/Committee detailing the council’s treasury management activities.

3.2 The regular reporting of treasury management activities should assist in ensuring that
Members are able to scrutinise officer decisions and monitor progress on implementation of
investment strategy as approved by Full Council.

4 ALTERNATIVE OPTIONS

4.1 The Council is bound by legislation to have regard to the Treasury Management (TM)

Code. The Code requires that the Council or a sub-committee of the Council (Audit
Committee) should receive regular monitoring reports on treasury management activities.
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4.2

5.1

5.2

5.3

6.1

71

If the Council were to deviate from those requirements, there would need to be some good
reason for doing so. It is not considered that there is any such reason, having regard to the
need to ensure that Members are kept informed about treasury management activities and
to ensure that these activities are in line with the investment strategy approved by the
Council.

BACKGROUND

The Local Authorities (Capital Finance and Accounting) (England) Regulations 2003
require local authorities to have regard to the Treasury Management Code. The Treasury
Management code requires that the Council or a sub-committee of the Council (Audit
Committee) should receive regular monitoring reports on treasury management activities
and risks.

These reports are in addition to the mid-year and annual treasury management activity
reports that should be presented to Council midway through the financial year and at year
end respectively.

This report details the current credit criteria/risk level adopted by the Service Head,

Financial Services, Risk and Accountability, the investment strategy for the current financial
year and the projected investment returns.

TREASURY MANAGEMENT STRATEGY 2012/13

The revised Treasury Management Strategy was approved on 28 November 2012 by Full
Council. The Strategy comprehensively outlines how the treasury function is to operate
over the financial year 2012-13 and it covered the following:

« Treasury limits in force which will limit the treasury risk and activities of the Council;
« Prudential and Treasury Indicator;

« The current treasury position;

« Prospects for interest rates;

« The borrowing strategy (including policy on borrowing in advance of need);

+ Debt Rescheduling;

« The Investment Strategy;

« Credit Worthiness Policy:

« Policy on use of external service providers;

« The Minimum Revenue Provision (MRP) Strategy

TREASURY ACTIVITY FOR PERIOD 1 April 2012 to 28 February 2013

This section of the report gives an update on the market and sets out:

* The current credit criteria being operated by the Council.

» The treasury investment strategy for the current financial year and the progress in
implementing this.

* The transactions undertaken in the period and the investment portfolio outstanding as at
28 February 2013.
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8.1

8.2

8.3

8.4

8.5

9.1

MARKET UPDATE

The UK economy is barely growing and remains vulnerable to a prolonged period of high
inflation. There is mounting pressure on the Bank of England to take further action to
improve the economic outlook, so it is expected that further quantitative easing will be
implemented along with ‘Funding for Lending Scheme’. Both of these measures should
inject credit into the economy.

The general consensus is that the economy is teetering on another dip into recession, and
the latest public finance figures suggest that the Chancellor will not meet his deficit
reduction target for the financial year 2012/13. Furthermore, the UK's AAA rating that the
Chancellor had set out to protect has now been cut by Moody's. Going forward, these
issues create challenges for the Investment Strategy around balancing risk and return.

Reignited by the inconclusive outcome of the Italian election, fears and uncertainty about
the Eurozone have returned despite assurances given by the ECB president to do
whatever it takes to protect the Eurozone economies and the Euro. The economic region
as a whole shows no signs of pulling out of recession, with the greater likelihood that the
position will worsen before it improves. This is a problem for the UK as Europe is the UK'’s
largest trading partner, and a weak Europe will inevitably impact on the UK economy.

There are also concerns about China, where there has been a slow-down in economic
performance. In the USA, there are signs of an improving economy, but on-going difficulties
around budget deficit reduction will likely adversely impact on the economy if not resolved.
The implications of this challenging and uncertain global economic outlook on investment
returns, is higher counterparty risk and relatively low investment returns.

CREDIT CRITERIA

The following credit criteria for investment counterparties were agreed by the Council in
November 2012. The Council will continue to invest within the UK and its Government
regardless of the country’s sovereign rating.
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Institution Minimum High | Use Limit

Credit Criteria
Debt Management Office (DMO) Deposit Facility Not applicable In-house | £100m*
Term deposits — Other Local Authorities Not applicable In-house £10m™**
Term deposits — banks and building societies Short-term F1+,

Long-term AA- In-house | £30m

Sovereign rating AAA

Institutions with Government guarantee on ALL

deposits by high credit rated (sovereign rating) | Sovereign rating In-house | £30m

countries.

UK Government Gilts Long Term AAA In-house | £20m

Institutions with UK Government support. Sovereign rating In-house | £30m

Institutions that are owned/part owned by the UK Lesser of

Government Sovereign rating In-house £70m or 40%
of portfolio

Collective Investment Schemes structured as
Open Ended Investment Companies (OEICs)

Money Market Funds AAA rated In-house | £15m

Although limit has been set at £100m for the DMO, in reality there is no restriction on placement with the UK Government

9.2

10

10.1

10.2

10.3

10.4

10.5

** The group limit for local authorities has been set at £100m.

The Council approved the 2013/14 Treasury Management Strategy Statement, Minimum
Revenue Provision and Investment Strategy at its meeting on 7 March 2013. Therefore, the
new Investment Strategy will take effect from 1 April 2013.

INVESTMENT STRATEGY

Sector provides cash management services to the Council, but the Council retains control
of the credit criteria and the investments, so that Sector’s role is purely advisory.

In addition to providing cash management services, Sector also provides treasury
consultancy/advisory service to the Council.

Sector’s current interest rate projections are that base rate will remain static at 0.50% with
limited changes in Bank Base Rate before 2015. Although the outlook for interest rate is
below expectation, budgeted return on investment is expected to be achieved this financial
year due to higher than expected levels of cash balances.

The Council’s bankers, the Co-operative Bank Plc. are used as depositors of last resort for
investment of additional funds received after the treasury transactions have been
completed and the money markets have closed.

The current investment portfolio within the constraints of the Councils credit criteria and
liquidity requirement together with the maturity profile of the portfolio is as set out below.
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Investment Portfolio at 28 February 2013

Projection Actual Deal
Term Counterparty Maturity Amount £m Rate
Overnight Goldman Sachs MMF 11.200 0.36%
Overnight Ignis Liquidity Funds MMF 15.000 0.45%
Overnight Insight MMF 15.000 0.41%
SUB TOTAL 41.200
<|Month Lloyds TSB 04-Mar-13 5.000 0.80%
Blaenau Gwent CBC 06-Mar-13 1.000 0.30%
OCBC 18-Mar-13 30.000 0.35%
1 - 3 Months Bank of Scotland 11-Apr-13 10.000 3.00%
Bank of Scotland 11-Apr-13 10.000 3.00%
Royal Bank of Scotland 11-Apr-13 10.000 2.10%
3 - 6 Months National Australia Bank 20-May-13 20.000 0.40%
Lloyds TSB 04-Jun-13 5.000 1.00%
Royal Bank of Scotland 12-Jun-13 5.000 1.69%
Bank of Scotland 07-Jul-13 10.000 3.00%
Royal Bank of Scotland 09-Jul-13 5.000 0.50%
6 - 9 Months Lloyds TSB 04-Sep-13 5.000 1.15%
Lloyds TSB 07-Oct-13 5.000 0.95%
Royal Bank of Scotland 09-Oct-13 10.000 0.67%
Royal Bank of Scotland 11-Oct-13 5.000 2.00%
Bank of Scotland 29-Oct-13 5.000 2.25%
Bank of Scotland 13-Nov-13 5.000 0.95%
Birmingham City Council 18-Nov-13 5.000 0.50%
9-12 Months |Lloyds TSB 04-Dec-13 5.000 1.50%
Royal Bank of Scotland 12-Dec-13 5.000 2.00%
Royal Bank of Scotland 09-Jan-14 10.000 0.85%
Royal Bank of Scotland 13-Jan-14 5.000 0.89%
Bank of Scotland 13-Feb-14 5.000 1.10%
Over 12 Months |Royal Bank of Scotland 27-Jan-15 5.000 3.35%
Royal Bank of Scotland 26-Feb-16 10.000 1.90%
SUB TOTAL 196.000
TOTAL 237.200
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10.6 The amount in overnight instruments is money market fund deposits which, though
technically classed as overnight investments, are in reality used as longer term investment
vehicles. This allows the Council to maintain liquidity whilst still able to secure reasonable
returns on its assets.

The Council’s exposure to any one counterparty/Group is represented by the chart below
including exposure as a percentage of total assets invested as at 28 February 2013.

10.7
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11.2

11.3

11.4

12.

121

13.

13.1.

14.

14.1

INVESTMENT RETURNS

Investment returns since inception of the cash management arrangement with Sector has
been consistently above the portfolio benchmark and the 7 day London Interbank Bid Rate
(LIBID). Although performance has been trending downwards recently, year to date
performance matches benchmark at 1.25%.

The revised Strategy approved at the 28 November 2012 Council allowed for more
flexibility, the challenge of a counterparty list that continues to contract in the face of credit
worthiness downgrades by the ratings agencies remains. When combined with falling rates
of return on the Money Market Funds (MMFs) and higher rate longer term investments
(which have now matured and being replaced with lower rate investments) have resulted in
a decline in the rate of return of the fund. Our latest counterparty list is attached at
Appendix 2.

Notwithstanding these constraints, the portfolio has outperformed the 7 day LIBID, which
currently stands at an average of 0.40% year to date, by 0.85%.

It is expected that the 2012/13 budgeted investment target of £2.395m will be achieved.
The table below details performance of investments.

Period LBTH 7 Day LIBID |(Under)/Over
Performance Performance

1.52% 0.48% 1.04%

1.46% 0.45% 1.01%

1.27% 0.40% 0.87%

1.14% 0.36% 0.78%

1.08% 0.36% 0.72%

1.07% 0.36% 0.71%

1.25% 0.40% 0.85%

DEBT PORTFOLIO

There has been no new borrowing this financial year to date. Current debt portfolio stands
at£91m.

COMMENTS OF THE CHIEF FINANCIAL OFFICER

The comments of the Acting Chief Financial Officer have been incorporated into the report.

CONCURRENT REPORT OF THE ASSISTANT CHIEF EXECUTIVE (LEGAL)

Treasury management activities cover the management of the Council’s investments and
cash flows, its banking, money market and capital market transactions, the effective control
of risks associated with those activities and the pursuit of optimum performance consistent
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14.3

15.

15.1

16.

16.1

17.

171

18.

18.1

19.

191

with those risks. The Local Government Act 2003 provides a framework for the capital
finance of local authorities. It provides a power to borrow and imposes a duty on local
authorities to determine an affordable borrowing limit. It provides a power to invest.
Fundamental to the operation of the scheme is an understanding that authorities will have
regard to proper accounting practices recommended by the Chartered Institute of Public
Finance and Accountancy (CIPFA) in carrying out capital finance functions.

The Local Authorities (Capital Finance and Accounting) (England) Regulations 2003
require the Council to have regard to the CIPFA publication “Treasury Management in the
Public Services: Code of Practice and Cross-Sectoral Guidance Notes” (“the Treasury
Management Code”) in carrying out capital finance functions under the Local Government
Act 2003. If after having regard to the Treasury Management Code the Council wished not
to follow it, there would need to be some good reason for such deviation.

The Treasury Management Code requires as a minimum that there be a practice of regular
reporting on treasury management activities and risks to the responsible committee and
that these should be scrutinised by that committee. Under the Council’s Constitution, the
audit committee has the functions of monitoring the Council’'s risk management
arrangements and making arrangements for the proper administration of the Council's
affairs.

ONE TOWER HAMLETS CONSIDERATIONS

Interest on the Council’s cash flow has historically contributed significantly towards the
budget.

SUSTAINABLE ACTION FOR A GREENER ENVIRONMENT

There are no Sustainable Actions for A Greener Environment implications.

RISK MANAGEMENT IMPLICATIONS

Any form of investment inevitably involves a degree of risk. To minimise risk the investment
strategy has restricted exposure of council cash balances to UK backed banks or
institutions with the highest short term rating or strong long term rating.

CRIME AND DISORDER REDUCTION IMPLICATIONS

There are no crime and disorder reduction implications arising from this report.

EFFICIENCY STATEMENT

Monitoring and reporting of treasury management activities ensures the Council optimises
the use of its monetary resources within the constraints placed on the Council by statute,
appropriate management of risk and operational requirements.

LOCAL GOVERNMENT ACT 1972 (AS AMENDED) SECTION 100D
LIST OF "BACKGROUND PAPERS" USED IN THE PREPARATION OF THIS REPORT

Brief description of "background papers" Name and telephone number of holder
And address where open to inspection
February 2013 Investment Portfolio Analysis Report Oladapo Shonola Ext. 4733

Mulberry Place, 4" Floor.
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Appendix 1:
Definition of Credit Ratings

Support Ratings

Rating
1 A bank for which there is an extremely high probability of external
support. The potential provider of support is very highly rated in its
own right and has a very high propensity to support the bank in
question. This probability of support indicates a minimum Long-
term rating floor of 'A-".

2 A bank for which there is a high probability of external support.
The potential provider of support is highly rated in its own right and
has a high propensity to provide support to the bank in question.
This probability of support indicates a minimum Long-term rating
floor of 'BBB-'.

3 A bank for which there is a moderate probability of support
because of uncertainties about the ability or propensity of the
potential provider of support to do so. This probability of support
indicates a minimum Long-term rating floor of 'BB-'.

4 A bank for which there is a limited probability of support because of
significant uncertainties about the ability or propensity of any
possible provider of support to do so. This probability of support
indicates a minimum Long-term rating floor of 'B".

5 A bank for which external support, although possible, cannot be
relied upon. This may be due to a lack of propensity to provide
support or to very weak financial ability to do so. This probability of
support indicates a Long-term rating floor no higher than 'B-' and in
many cases no floor at all.

Short-term Ratings

Rating
F1 Highest short-term credit quality. Indicates the strongest
capacity for timely payment of financial commitments; may have an
added "+" to denote any exceptionally strong credit feature.

F2 Good short-term credit quality. A satisfactory capacity for timely
payment of financial commitments, but the margin of safety is not
as great as in the case of the higher ratings.

F3 Fair short-term credit quality. The capacity for timely payment of
financial commitments is adequate; however, near-term adverse
changes could result in a reduction to non-investment grade.
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Long-term Rating Scales

Rating

Current Definition

AAA

Highest credit quality. 'AAA' ratings denote the Ilowest
expectation of credit risk. They are assigned only in case of
exceptionally strong capacity for timely payment of financial
commitments. This capacity is highly unlikely to be adversely
affected by foreseeable events.

Very high credit quality. 'AA' ratings denote a very low
expectation of credit risk. They indicate very strong capacity for
timely payment of financial commitments. This capacity is not
significantly vulnerable to foreseeable events.

High credit quality. 'A' ratings denote a low expectation of credit
risk. The capacity for timely payment of financial commitments is
considered strong. This capacity may, nevertheless, be more
vulnerable to changes in circumstances or in economic conditions
than is the case for higher ratings.

BBB

Good credit quality. 'BBB' ratings indicate that there is currently a
low expectation of credit risk. The capacity for timely payment of
financial commitments is considered adequate, but adverse
changes in circumstances and in economic conditions are more
likely to impair this capacity. This is the lowest investment-grade
category

Individual Ratings

Rating

A

A very strong bank. Characteristics may include outstanding
profitability and balance sheet integrity, franchise, management,
operating environment or prospects.

A strong bank. There are no major concerns regarding the bank.
Characteristics may include strong profitability and balance sheet
integrity, franchise, management, operating environment or
prospects

An adequate bank, which, however, possesses one or more
troublesome aspects. There may be some concerns regarding its
profitability and balance sheet integrity, franchise, management,
operating environment or prospects.

A bank, which has weaknesses of internal and/or external origin.
There are concerns regarding its profitability, substance and
resilience, balance sheet integrity, franchise, management,
operating environment or prospects. Banks in emerging markets
are necessarily faced with a greater number of potential
deficiencies of external origin.

A bank with very serious problems, which either requires or is likely
to require external support.
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Appendix 2

Credit Ratings
Fitch Rating Moody's Ratings S&P Ratings
Long Long Long
Country/Financial Institution Term IT';??] f;: Viability| Support] Term IT';??] ?elr)rz FSR| Term _Il'_;ﬁ ?2?:
Status Status Status
Australia SB |AAA| - - - - |AAA| - - - |AAA| -
Austrdia and New Zealand Banking Group Ltd SB | AA- | F1+ | aa 1 SB | Aa2 | P-1 | B- | SB | AA- | A-+
Commonwedlth Bank of Australia SB | AA- | F1+ | aa 1 SB | Aa2 | P-1 | B- | SB | AA- | A-1+
National Australia Bank Ltd SB |AA- | F1+ | aa 1 SB | Aa2 | P-1 | B- | SB | AA- | A-1+
Westpac Barking Corporation SB |AA- | Fl1+ | aa 1 SB | Aa2 | P-1 | B- | SB | AA- |A-1+
Canada - |AAA| - - - - |AAA| - - - |AAA| -
Bank of Mortreal SB |AA- | F1+ | aa 1 SB |[Aa3 | P-1 [C+| SB | A+ | A-1
Bank of Nova Scotia SB | AA- | F1+ | aa 1 SB | Aa2 | P-1 | B-| SB | A+ | A-1
Canadian Imperial Bark of Commerce SB |AA- | Fl1+ | aa 1 SB | Aa3 | P-1 |C+| SB | A+ | A1
Royal Bank of Canada SB | AA |F1+| aa 1 SB |Aa3 | P-1 [ C+ | SB | AA- | A-1+
Toronto Dominion Bank SB | AA | F1+ | aa 1 SB |Aal | P-1 | B | SB | AA- |A-1+
Finland SB |AAA| - - - SB | Aaa | - - | SB |AAA| -
NordeaBank AB SB |AA- | F1+ | aa 1 SB | Aa3 | P-1 | C | NO | AA- | A-1+
Germany SB |AAA| - - - NO | Aaa | - - | SB |AAA| -
Landwirtschattliche Rentenbank SB |AAA| Fl+ - 1 NO |Aaa| P-1 | - | SB | AAA|A-1+
NRW BANK SB |AAA| Fl+ - 1 NO | Aal | P-1 | - | SB | AA- |A-1+
Netherlands NO |AAA| - - - NO | Aaa | - - | NO | AAA| -
Cooperatieve Centrale Ralffeisen Boerenieenbank BA| SB | AA | F1+ - 1 SB | Aa2 | P-1 SB | AA- | A-1+
Singapore SB |AAA| - - - SB | Aaa | - - | SB |AAA| -
DBS Bank Ltd SB |AA- | F1+ | aa 1 NO |Aal | P-1 | B | SB | AA- |A-1+
Overseas Chinese Banking Corporation Ltd SB | AA- | F1+ | aa 1 NO | Aal | P-1 | B | SB | AA- |A-1+
United Overseas Bark Ltd SB | AA- | F1+ | aa 1 SB |Aal | P-1 | B | SB | AA- | A-1
Sweden SB |AAA| - - - SB | Aaa | - - | SB |AAA| -
Svenska Handelsbanken AB SB | AA- | F1+ | aa 1 SB | Aa3 | P-1 | C | NO | AA- | A-1
UK NO |AAA| - - - |DGSB| Aal | - - | NO | AAA| -
Bank of New Y ork Méellon (International) Ltd SB | AA- | F1+ - 1 - - - - - - -
HSBC Bark plc SB |AA- | F1+ | at+ 1 NO | Aa3 | P-1 | C | NO | AA- | A-1+
Standard Chartered Bank SB | AA- | F1+ | aa 1 SB | A1 | P-1 | B- | NO | AA- | A-1+
USA NO |AAA| - - - NO | Aaa | - - | NO | AA+| -
Bank of New Y ork Mellon SB | AA- | F1+ | aa 1 NO | Aal | P-1 | B | NO | AA- | A-1+
HSBC Bark plc SB |AA- | F1+ | at+ 1 NO | Aa3 | P-1 | C | NO | AA- | A-1+
Northern Trust Company SB | AA- | F1+ | aa 5 SB | Aa3 | P-1 | B | SB | AA- |A-1+
U.S. Bencorp SB | AA- | F1+ | aa 5 SB | A1 | P-1 SB | A+ | A-1
Wells Fargo Bank NA SB | AA- | F1+ | aa 1 SB | Aa3 | P-1 | C+ | NO | AA- | A-1
Collateralised LA Deposits - [AAA| - - - - Aaa | - - - |AAA| -
Debt Management Office - |AAA| - - - - Aaa | - - - |AAA| -
Multilateral Development Banks SB |AAA| - - - SB | Aaa | - - | SB |AAA| -
Supranationals - [AAA| - - - - Aaa | - - - |AAA| -
UK Gilts - |AAA| - - - - Aaa | - - - |AAA| -
Lloyds Banking Group plc SB A | F1 | bbb 1 NO | A3 - - | NO| A | A2
Bank of Scotland Plc SB A | F1 - 1 NO | A2 [ P1] - |NO| A | A1
Lloyds TSB Bark Plc SB A | F1 | bbb 1 NO | A2 [ P-1|C-|NO| A | A1
Royal Bank of Scotland Group plc SB A | F1 | bbb 1 NO (Baal| P-2 | - | SB | A- | A-2
National Westminster Bark Pic SB A | F1 1 NO | AB | P-2 |D+| SB A | A1
The Royal Bank of Scotland Pic SB A | F1 | bbb 1 NO | A3 | P-2 |D+| SB A | A1
Ulster Bank Ltd SB | A- | F1 | ccc 1 NO (Baa2| P-2 | D- | S |[BBB+| A-2
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Agenda Iltem 6.1

REPORT TO: DATE

Audit Committee | 26" March 2013

CLASSIFICATION REPORT NO. | AGENDA NO.

Unrestricted

REPORT OF:

Corporate Director, Resources
ORIGINATING OFFICER(S):

Head of Risk Management and Audit

Quarterly Internal Audit Assurance
Report

Ward(s) Affected:

N/A

1. SUMMARY

1.1. This report summarises the work of Internal Audit for the period December 2012

2012 to February 2013.

1.2. The report sets out the assurance rating of each audit finalised in the period and
gives an overall assurance rating. The quarterly assurance report feeds into the
annual internal audit opinion which will be produced at the end of the financial

year.

2. RECOMMENDATION

2.1. The Audit Committee is asked to note the contents of this report and to take
account of the assurance opinion assigned to the systems reviewed during the

period.

Local Government Act, 1972 SECTION 100D (AS AMENDED)
List of "Background Papers" used in the preparation of this report

Brief description of "background papers"

N/A

Contact :

Minesh Jani, 0207 364 0738
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3. Background

3.1. From April 2005, we have assigned each review one of four ratings, depending
upon the level of our findings. The ratings we use are: -

Assurance

Definition

Full

There is a sound system of control designed to achieve
the system objectives, and the controls are being
consistently applied;

Substantial

While there is a basically sound system there are
weaknesses which put some of the control objectives at
risk or there is evidence that the level of non-compliance
with some of the controls may put some of the system
objectives at risk;

Limited

Weakness in the system of controls are such as to put the
system objectives at risk or the level of non-compliance
puts the system objectives at risk;

Nil

Control is generally weak leaving the system open to
significant error or abuse, or significant non-compliance
with basic controls leaves the system open to error or
abuse.

3.2. In addition, each review is also considered in terms of its significance to the
authority in line with the previously agreed methodology. The significance of each
auditable area is assigned, based on the following factors: -

Significance Definition
High Risk, High Impact area including Fundamental
Extensive Financial Systems, Major Service activity, Scale of
Service in excess of £5m.
Moderate Medium impact, key systems and / or Scale of Service
£1m- £5m.
Low Low impact service area, Scale of Service below £1m.

4. Overall Audit Opinion

4.1. Overall, based on work performed in the year to date, | am able to give a
substantial level of assurance over the systems and controls in place within the

authority.

5. Overview of finalised audits

5.1. Since the last Assurance Report that was presented to the Audit Committee in
January 2013, twenty two final reports have been issued. The findings of these
audits are presented as follows:
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5.2.

5.3.

5.4.

The chart below summarises the assurance rating assigned by the level of
significance of each report.

Appendix 1 provides a list of the audits organised by assurance rating and
significance.

Appendix 2 provides a brief summary of each audit.

Members are invited to consider the following:
The overall level of assurance provided (para 5.3-5.5).

The findings of individual reports. Audit Committee may wish to focus on those
with a higher level of significance and those assigned Nil or Limited
assurance. These are clearly set out in Appendix 1.

The chart ranks the overall adequacy and effectiveness of the controls in place.
This assurance rating will feed into Internal Audit’s overall assessment of the
adequacy of governance arrangements that is required as part of the Accounts
and Audit Regulations 2003 and the CIPFA Code of Practice for Internal Audit in
Local Government in the United Kingdom 2006.

Chart 1 Analysis of Assurance Levels

Assurance
SUMMARY
Full Substantial Limited Nil Total
(0]
=
2 1 10 1 12
5 -
x
LLi
[<}]
= Q
g <
= () 1 8 1 - 10
g S
n =
2
o - - - -
] -
Total Numbers 2 18 2 - 22
Total % 9% 82% 9% - 100%

From the table above it can be seen that of the twelve finalised audits which
focused on high risk or high value areas; one was assigned full assurance, ten
were assigned Substantial Assurance and one was assigned Limited assurance.
A further ten audits were of moderate significance and of these, one was assigned
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full assurance, eight were assigned Substantial Assurance and one, Limited
Assurance. The two audits assigned full assurance, were follow up audits, and
the assurance provided was around the implementation of the agreed
recommendations.

5.5. Overall, 91% of audits resulted in an adequate assurance (substantial or full). The
remaining 9% of audits have an inadequate assurance rating (limited or nil).

6. Performance Indicators

6.1. At the start of the year, three performance indicators were formulated to monitor
the delivery of the Internal Audit service as part of the Chief Executive’s

Monitoring process. The table below shows the actual and targets for each
indicator for the period:

Performance measure Target Actual
Percentage of Audit Plan completed up o o
to January 2013 80% 80%
Percentage of Priority 1 Audit
Recommendations implemented by 100% 88%
Auditees at six monthly follow up audit ° 7 out of 8
stage
Percentage of Priority 2 Audit
Recommendations implemented by 95% 90%
Auditees at six monthly follow up audit ° 35 out of 39
stage

The table above shows that the proportion of internal audit work completed to
January 2013 is 80% against the target of 80%.

6.2. The percentage of priority 1 recommendations implemented at the follow up stage
was 88%, whereas the percentage of priority 2 recommendations was 90%.
Relevant Corporate Directors were sent copies of the final Follow Up audit
reports. Details of all priority 1 and priority 2 recommendations not implemented
are set out in Appendix 3. Further to the usual actions, meetings are being
convened with key officers to seek assurances that agreed recommendations will
be implemented promptly.

7. Comments of the Chief Financial Officer

71. These are contained within the body of this report.
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8. Concurrent Report of the Assistant Chief Executive (Legal Services)

8.1 The Council is required to ensure that it has a sound system of internal control that
facilitates effective exercise of the Council’s functions and includes arrangements
for the management of risk. The Council is also required to maintain an effective
system of internal audit of its system of internal control in accordance with proper
practices. One of the functions of the Audit Committee under the Council’s
Constitution is to review internal audit findings. The consideration by the Audit
Committee of this report is consistent with the Council’s obligations and is within
the Committee’s functions.

9. One Tower Hamlets

9.1. There are no specific one Tower Hamlets considerations.
9.2. There are no specific Anti-Poverty issues arising from this report.

10.Risk Management Implications

10.1.  This report highlights risks arising from weaknesses in controls that may expose
the Council to unnecessary risk. The risks highlighted in this report require
management responsible for the systems of control to take steps so that effective
governance can be put in place to manage the authority’s exposure to risk.

11.Sustainable Action for a Greener Environment (SAGE)

11.1.  There are no specific SAGE implications.
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Agenda Iltem 6.2

REPORT TO: DATE CLASSIFICATION REPORT NO. | AGENDA NO.

Audit Committee 26th March 2013 | Unrestricted

REPORT OF:

Internal Audit Plan 2013/14
Corporate Director, Resources Ward(s) Affected:
ORIGINATING OFFICER(S): N/A
Head of Risk Management and
Audit
1. Introduction

1.1 This report presents the proposed Annual Internal Audit Plan for 2013/14.
The plan was compiled using the Internal Audit Strategy approved by the
Audit Committee in December 2010 and endorsed each year thereafter
as part of the annual planning process.

1.2 The internal audit strategy details the methodology for developing the
annual audit plan and sets out the role of internal audit and the process
by which to direct the work of audit. The first step in this methodology is to
obtain information about the population from which audit activity is to be
selected. This was achieved by consulting with key officers, reviewing the
authority’s corporate plan and risk registers and meeting with external
audit. By gathering information and assessing the risks affecting each
auditable system, resources have been directed at those areas with the
highest risk significance. Details of the strategy are attached at Appendix
2 for information.

2. Recommendation

2.1 That Audit Committee endorse the Annual Internal Audit Plan for 2013/14
(Appendix 1).

LOCAL GOVERNMENT ACT 1972 (AS AMENDED) SECTION 100D
LIST OF "BACKGROUND PAPERS" USED IN THE PREPARATION OF THIS REPORT

Brief description of "background papers" Name and telephone number of holder
And address where open to inspection

N/A Minesh Jani, 0207 364 0738
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3.1

3.2

3.3

3.4

Background / Methodoloqgy

The methodology for developing the Internal Audit Plan focuses upon the
quantification of the risks associated with achieving corporate and
departmental objectives.

This process uses four assessment categories to produce a risk index for
each auditable area. The auditable area is scored in each category using
assessment criteria to gauge the degree of risk or materiality associated
with the particular area. The table below summarises the four assessment
categories and what each is intended to measure.

Assessment Category Measure
Corporate Importance — Objectives/Priorities Corporate materiality
B Corporate Sensitivity — Impact Reputational materiality
C Inherent Risk Inherent vulnerability
D Control Risk Control effectiveness

Following this assessment, those systems with the highest score were
added to the audit plan based on the resources available. In addition to
the above assessment, auditable areas that have a medium or low score,
but in order to support the work of external audit or to provide assurance
to key officers, also feature in this audit plan. These include areas such as
the reviews of key financial systems, governance arrangements, grant
audits, cash income and regularity/probity audits.

Resources
The table below shows how provisionally the plan will be resourced

between the in-house staff and our strategic internal audit partner,
Deloittes through the L.B of Croydon Framework Agreement.

Audit Resources 2013/14 Days | Days
Deloittes Core Audit 385
Computer Audit 90
475
In-house 4 auditors @ 195 days 780
Management 150 930
PLAN TOTAL 1,405

Page 88



Annual Audit Plan

3.5 Appendix 1 shows the annual audit plan and provides a brief summary of
the scope of each review. The plan also shows the significance of the
systems (High, Medium or Low), and where relevant, the source of the
auditable area and its link to the authority’s corporate priorities.

3.6 In summary, for 2013/14, the Internal Audit Plan comprises of 1,405 days
across all directorates. In line with the established protocols, all changes
to the agreed 2013/14 plan will be reported to the Audit Committee in

December 2013.
Original plan | Revised Plan | Audit Plan

2012/13 2012/13 2013/14
Corporate systems 120 165 60
Chief Executive’s 15 - 10
Children, Schools and 197 267 -
Families
Education, Social Care and - - 275
Welfare
Communities, Localities and 99 109 105
Culture
Tower Hamlets Homes 135 165 135
Development & Renewal 104 136 115
Adult Health and Wellbeing 76 44 -
Resources 244 234 315
Computer audit 80 80 90
Follow-up, management 255 185 300
and reactive fraud provision
Total 1,325 1,385 1,405

4, Comments of the Chief Financial Officer

These are contained within the body of this report.

5. Concurrent Report of the Assistant Chief Executive (Legal Services)

The Council is required to ensure that it has a sound system of internal
control that facilitates effective exercise of the Council’s functions and
includes arrangements for the management of risk. The Council is also
required to maintain an effective system of internal audit of its system of
internal control in accordance with proper practices. One of the functions
of the Audit Committee under the Council’s Constitution is to review
internal audit findings. The consideration by the Audit Committee of this
report is consistent with the Council’s obligations and is within the
Committee’s functions.
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One Tower Hamlets

There are no specific one Tower Hamlets considerations.
There are no specific Anti-Poverty issues arising from this report.

Risk Management Implications

This report highlights risks arising from weaknesses in controls that may
expose the Council to unnecessary risk. The risks highlighted in this
report require management responsible for the systems of control to take
steps so that effective governance can be put in place to manage the
authority’s exposure to risk.

Sustainable Action for a Greener Environment (SAGE)

There are no specific SAGE implications.
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Agenda Iltem 6.3

REPORT TO: DATE CLASSIFICATION REPORT NO. AGENDA NO.

Audit Committee | 26" March 2013 Unrestricted

REPORT OF:

Progress on National Fraud Initiative

Corporate Director, Resources 2010 and New Initiative 2012

ORIGINATING OFFICER(S): Ward(s) Affected:

Head of Risk Management and N/A

Corporate Fraud Manager

1. SUMMARY

1.1 This report updates the Audit Committee of the current progress of the
National Fraud Initiative 2010 and provides an overview of anti fraud
work undertaken during the past six months by Audit Services.

2. RECOMMENDATIONS

2.1 The Audit Committee is asked to note the contents of the report.

3. INTRODUCTION

3.1 This report updates the Audit Committee of the progress of the National
Fraud Initiative 2010 and details of the current exercise for 2012.

LOCAL GOVERNMENT ACT 1972 (AS AMENDED) SECTION 100D
LIST OF "BACKGROUND PAPERS" USED IN THE PREPARATION OF THIS REPORT

Brief description of "background papers" Name and telephone number of holder
And address where open to inspection

N/A Tony Qayum, 0207 364 4773
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4.2

4.3

4.4

NATIONAL FRAUD INITIATIVE 2010-11
Background:

The National Fraud Initiative is a bi-annually run Data Matching
exercise managed by the Audit Commission.

The exercise matches data provided by some 1,300 participating
organisations from across the public and private sectors including
government departments and other national agencies.

Since its launch in 1996 the NFI has enabled its participants to detect
fraud, overpayments and errors totalling more than £939 million
nationally.

The last exercise was run in 2010 with the matched output being
received by the Authority in February 2011. Because of the volume of
matches received this exercise has been operational ever since, with
matches being investigated gradually over the two year period from
February 2011 to date. The coverage of the exercise had the objectives
of identifying fraud or error on the following key areas:-

* Benefits fraud (Housing and Council Tax)

Employee fraud (employees with Border Agency issues and rights
to work and employees failing to declare other employment which
may have a conflict)

* Pension fraud/overpayments to deceased pensioners

* Inappropriate Right - to - Buy applications

* lllegal tenancies and temporary accommodation

* Multiple insurance claims

* Creditors address book

* Potential duplicate payments

* In-appropriate issue/abuse of parking permits, blue badge or
freedom passes

* Incorrectly awarded Single Person Discounts on Council Tax
accounts
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4.5

For the 2010 NFI exercise, this Authority received a total of 17,559

matches for examination/investigation. This exercise is now drawing to a
close, with many of the investigated cases only reaching court in

recent weeks. Some are still awaiting court dates.

5. 2010 Exercise Outcomes

5.1  To date this authority has identified 1146 cases of error and 78 cases
of fraud, with overpayments totalling £827,356.

5.2  There has been a successful link up with the Department of Work and
Pensions Benefit Investigators, who also participated in the exercise,
which led to benefit related cases being jointly investigated and
prosecuted accordingly.

5.3 The results total of £827,356 includes £394,408 of Housing and
Council Tax Benefit overpayments, and £164,087 of DWP benefits
overpaid. Twelve prosecutions and 41 other sanctions have been
levied as a result of the exercise so far.

54 £109,336 has been identified as incorrectly awarded Single Person
Discount on Council Tax accounts to date.

5.5  Three social housing properties have been recovered.

5.6 £111,382 of duplicated creditor payments were identified and recovery

has been sought on these.

A full breakdown of the results to date is included at the end of this report
(Appendix 1 & 2)

6.1

7.1

8.1

National Fraud Initiative Exercise 2012
The new 2012 National Fraud Initiative exercise has recently

commenced and departments preparing to manage the outturn.

Comments of the Chief Financial Officer

The comments of the Chief Financial Officer are contained within the
body of the report.

Concurrent Report of the Assistant Chief Executive (Legal
Services)

These are contained within the body of this report.
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10.
10.1

11.

12.
12.1

One Tower Hamlets Considerations

This progress update on significant issues arising from the National
Fraud Initiative should allow the Audit Committee to focus on
management action taken to date to improve risk management and
control in order to minimise future risk exposure.

Anti-Poverty Considerations

There are no specific Anti-Poverty issues arising from this report.

Risk Management Implications

This report highlights risks relating to the National Fraud Initiative data
matching exercise findings and shows how the Council is responding to
potential risks to the control frame work that may be exploited by
fraudsters.

Sustainable Action for a Greener Environment (SAGE)

There are no specific SAGE implications.

Page 140



L1l 3O | ebed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

$alpoq

ulyum ‘Ajiienb ssalppe ‘suoisuad MOT

0003 0 0 0 G¢ pauado €. ¥4 0} syuewie|) yyauag BuisnoH LLL

salpoq ulyym ‘Ajijenb ssaippe Mo

€9'9/¢6L13 € T4 ¥S 0] 74 pauado 8911 €9¢ ‘lloiked 0} sjuewie|) yyouag BuisnoH Ll
salpoq

usamjag ‘Aljenb wnipaw ‘suoisuad wnipep

0003 0 0 0 € pauadQ € 0 0} sjuewiel) Jysusg Buisnoy L9l

salpoq usamjaq ‘Ajijenb wnipaw wnipepy

00'03 0 0 0 4 paso|D Z b ‘lloJAed o} syuewre|D Jysuag BuisnoH 9l

salpoq ulyym ‘Ayjenb wnipaw wnipep

0003 0 0 0 S paso|D S 0 ‘llolAed o} sjuewie|) youag BuisnoH Gl
$alpoq

usamiaq ‘Alienb ybiy ‘suoisuad 4bIH

1L€0CC63 9 L 0 19 pauado gc. €e 0} syuewie|) yyauag BuisnoH Lyl

salpoq usamiaq ‘Ajjenb ybiy 4bIH

1L8lcle3 | c % T4 pauado 88l 14 ‘lloiked 0} sjuewie|) yyauag BuisnoH vl

salpoq ulyum ‘Ayijenb ybiy ‘suoisuad o

0€'GLLLL3 b b 0 b pauado go¢e L 0} sjuewlel) Jyauag BuisnoH L'El

salpoq uiyim ‘Ayjenb ybiy YbIH

01'€C8613 0 S L 16 pauado 619 cl ‘lloAed o} sjuewie|D yjouag buisnoH €l
S8Ip0OQ Usamiaq

‘Aljenb wnipaw ‘sueoT Juspnis wnipepy

0003 0 0 I L pauado 8 9 0} syuewie|) yyauag BuisnoH 4
$alpoq

usamjaq ‘Ajiienb ybiy ‘sueo juspnis 4BIH

1'6586¥23 € €Z A% 961 pauado L0E 8l 0} sjuewle|) Jysuag BuisnoH 4

papuswwogady
sBuineg sioug spneuaq ssaiboud uj passasold snjejs 1V 1eyoL |ejol awepN Moday ‘ON
sjg|weH Jamo] jo ybnolog uopuo AYVIWINNS ALINOHLNY

€102-934-11

1102/0102 JAILVILINI ANVYL TVYNOILVN

Page 141



L1 3O g 8bed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

S8IpoQ Usamiaq
‘Alenb ybiy ‘sjueus] Buisnoy

d]]

00'03 0 0 el S pauado 19 14 0} sjuewlel) Jyauag BuisnoH e
$alpoq

uiyum ‘Auenb ybiy ‘sjueus | BuisnoH 4BIH

00'03 0 0 b 8¢ pauado 6¢ Gz 0} sjuewel) Jyauag BuisnoH o€
salpoq usamiaq ‘Ajjenb

wnipaw ‘sjuewre|) jysuag BUISNOH  nipepy

0003 0 0 € Ll pauadO 0¢ 8l 0} syuewiel) yysusg Buisnoy 62
salpoq usamiaq ‘Ajijenb

ybiy ‘syuewie|) youag Buisnoy 4bIH

00'03 0 0 Gl 09 pauado G. ee 0} sjuewlel) Jyauag BuisnoH 1z
salpoq ulyim ‘Ayenb

ybiy ‘syuewie|n youag Buisnoy 4BIH

0003 0 0 0 9 p8so|D 9 I 0} sjuewiel) Jysusg Buisnoy 9z
SaIpoq

usamiag ‘Alljenb wnipaw ‘sesip wnipep

0003 0 0 0 1% pauadO 6¢l 29 MN 0} sjuewie|) jyouag BuisnoH 4

salpoq usamiaq ‘Ajijenb ybiy ‘sesipn o

00'03 0 0 € 9 pauado 6 4 MN 0} sjuewe|d Jyouag BuisnoH €z
S2Ipoq Usam}aq

‘Ajenb wnipaw ‘uonelbiww| A1uno) wnipep

0003 0 0 € 0 pauadO 14 € -U| 0} syuewie|) Jyauag Buisnoy ¥4
$aIpoq

usamjaq ‘Ajijenb ssalppe ‘suoisuad MO

0003 0 0 0 9 pauadO ocl yA4 0} syuewiel) yysusg Buisnoy '8l

salpoq usamiaq ‘Ajijenb ssalppe Mo

686913 b b zs 901 pauado 906 Gl€ ‘lloJAed o} syuewre|D Jysuag BuisnoH 8l

papuswwogady

sBuineg sioug spneuaq ssaiboud uj passasold snjejs 1V 1eyoL |ejol awepN Moday ‘ON

sje|weH Jamo] jo ybnoiog uopuo] :AYVININNS ALIMOHLNY

€102-9°4-L1 1102/0102 JAILVILINI ANVYL TVNOILVN

Page 142



L1 JO ¢ ebed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

salpoq

uiyim ‘Ayrenb winipaw ‘siapel | WnIpsy

0003 0 0 0 4 paso|D 4 I 1o3IeI\ 0} sjuewie|D Jyauag BuisnoH €9y

salpoq usamiaq ‘Ajienb ybiy ‘siepes | o

00'03 0 0 0 b pauado 6 b loxJe| 0} sjuewle|) Jyeuag Buisnoy zov

salpoq uiyym ‘Ajjenb ybiy ‘sispel | 4bIH

0003 0 0 0 0 pauadQ JON 20} 9¢ 19xJe|\ 0} sjuewie|D Jyouag BuisnoH Loy
selpoq usamiaq ‘Aljenb

SSalppe ‘Sjuewie|) aoueINSU| Mo

0003 0 0 0 14 paso|D 14 0 0} syuewie| yyauag BuisnoH 96y
salpoq ulyym ‘Ayenb

SSalppe ‘Sjuewie|) adueINSU| Mo

0003 0 0 b 0 pauado L 0 0} sjuewe|) Jyauag Buisnoy 5'sh
salpog usamiaq ‘Alijenb

winipaw ‘sjuewre|) aoueInsul  yninepy

0003 0 0 0 0 pauadQ JION ¢ 0 0} syuewie|) yyauag BuisnoH v'ay
Salpoq

usamiag ‘Alienb wnipsw ‘Ang o) wnipep

0003 0 0 0 14 pauado 4 € b1y 03 syuewre|) Jysuag Buisnoy L€

salpoq usamiaq ‘Ajlienb ybiy ‘Ang o) YbIH

0003 0 0 I l pauado 4 I Jubry 0} syuewie|Q yyouag buisnoH Ge
S8Ip0g Usamiaq

‘Ayjenb wnipaw ‘syueus | BuisnoH wnipepy

0003 0 0 6l Zs pauado 0Ll 98 0} syuewie|) yyauag BuisnoH €€
$3Ip0q ulypm

‘Aljenb wnipaw ‘syueus | BuisnoH wnipep

00'03 0 0 L Ll pauadO X4 8l 0} sjuewle|) Jysuag BuisnoH ze

papuswwogady

sBuineg sioug spneuaq ssaiboud uj passasold snjejs 1V 1eyoL |ejol awepN Moday ‘ON

sjg|weH Jamo] jo ybnolog uopuo AYVIWINNS ALINOHLNY

€102-9°4-L1 1102/01L02 JAILVILINI ANVYL TVNOILVN

Page 143



Ll O ¥ ebed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

salpoq usamiaq ‘Ajijenb
wnipaw ‘s8ouddl| |oyooje |euostad

wnipa

0003 0 0 0 0 pauadQ JION G€ Ll 0} sjuewie|D Jyauag BuisnoH .w.w_\w
salpoq ulyym ‘Ayenb

wnIpsw ‘s9ouadl| [0YoJ|e [BUOSIOd  ynipopy

8€'CL0G3 0 b b 9 pauadQ 14 9 0} syuewie| yyauag BuisnoH €8y
selpoq usamiaq ‘Aljenb

ybiy ‘seous9l| [oyode [euosiad UBIY

0003 0 0 0 L paso|D b 0 0} syuewie| yyauag BuisnoH z8y
$aIpoq

uaamjaq ‘Ajijenb ssalppe ‘sianlQ Mo

00°G0¥C3 0 b 14 ¢l pauadQ acll 12¢€ IXe] 0} sjuewie|) yyouag buisnoH 9Ly
Salpoq

usamiaq ‘Ajiienb wnipaw ‘siaAuQq wnipapy

0003 0 0 0 € pauado Ll € IXe] 0} sjuewie|D yyouag buisnoH Vi

salpoq uaamjaq ‘Ajiienb ybiy ‘siaauq 4BIH

0L°CSEYL3 0 2 1£4 Zl pauado 6€01L LLL IXe| 0} sjuewie|D Jyauag BuisnoH VA7
Salpoq

usamjaq ‘Ajienb ssalppe ‘siepel] Mo

0003 0 0 2 2 pauadQ oL 4 1oxJe|\ 0} sjuewie|D Jyouag bBuisnoH 9'9¥
Salpoq

uiyum ‘Auenb ssaippe ‘siepel| MOT

GE'¥86GC3 0 4 0 4 pauadQ €Gl €S 19xJe|\ 0} sjuewie|D Jyouag bBuisnoH G'9py
$alpoq

usamiaq ‘Aljenb wnipaw ‘siapel| wnipspy

0003 0 0 0 4 paso|D 14 0 1oxIe 0} sjuewle|D Jyauag BuisnoH 'y

papusawwoddy

sBuineg sioulg spnea4 ssaiboud uj passaosoid snjels IV 1ejoL |eyol awepN Moday ‘ON

sjgjweH Jamo] jo ybnolog uopuo AYVIWINNS ALINOHLNY

€102-9°4-L1 1102/01L02 JAILVILINI ANVYL TVNOILVN

Page 144



Ll 3O G ebed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

S8Ip0oq UsaMm}aq BIH

0003 0 L 0 8 paso|D 8 ] ‘Aienb ybiy ‘sesiA yN o} jjoiked 2L

SeIpOq UsaMIaq oy

00'03 0 0 0 14 paso|D 1% L ‘Ayienb wnipsw ‘|loiAed o} ||oihed 89

SaIPOq UIYIM ey

0003 0 0 0 L paso|) L 0 ‘Ayienb wnipsw ‘|jolhed o} |jolhed 19

SaIpog usam}aq BIY

0003 0 0 € ol pauadQ 191 1% ‘Aienb ybiy ‘jjoiked o} jjoiked 99

S8Ipoq ybiH

0003 0 0 0 0 pasolD 081 €¢ ulyim ‘Ayjenb ybiy ‘jloiked oy |joihed 59

salpoq usamiaq 4B

0003 0 0 0 6. paso|) 08 Ge ‘Aenb ybiy ‘jjoiked 0 suoisuad gg

$81P0q UM YBIH

00'03 0 0 0 0L pasol) 0L €g ‘Ayilenb ybiy ‘jolhed o) suoisued S
salpoq ulyim ‘Ayenb

ybly ‘suosiad paseadaq |y¥ad 4BIH

¥G'88€523 9 0 0 6€ paso|D 6¢ 9l 0} Ajinjels) uoisuad pue suoisuad 125
salpoq uiypm ‘Ayenb ybiy

‘suoslad paseadaq Aouaby sjijeuag 4B

Z5'80¢t3 G 0 0 0S peso|D 0S 0l 0} AJIinjels) uoisued pue suoisuad Zs
salpoq usamiaq ‘Ajjenb

SsaJppe ‘Seousll| |oyoo|e |euosiad Mo

00'03 0 0 Z L pauadO €z 6 0} sjuewie| yeueg buisnoH o8y
se1poq ulyym ‘Ajjenb

ssalppe ,wmocwo__ |0yo9Jje |euosiad Mo

0003 0 0 0 0 psuadQ JON t61 9g 0} sjuewiel youag buisnoH 58y

papusawwoddy

sBuineg sioulg spnea4 ssaiboud uj passaosoid snjels IV 1ejoL |eyol awepN Moday ‘ON

sje|weH Jamo] jo ybnoiog uopuo] :AYVININNS ALINOHLNY

€10Z-994-11 1102/01L0Z SAILVILINI ANVYH TVYNOILVYN

Page 145



L1l O 9 ebed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

salpoq

usamiaq ‘Aljenb wnipaw ‘syjueus | wnipapy

0003 0 0 Z LS pauado 1S zs BuisnoH o} sjueus ] BuisnoH €0l
salpoq

uiyum ‘Ajjenb winipasw ‘syjueus | wnipspy

0003 0 0 0 9 paso|D 9 g BuisnoH o} sjueus ] BuisnoH zZol
sa|poq

usamiaq ‘Ajjenb ybiy ‘sjueus | 4bIH

0003 0 I 0 Ll pauado Ll Gl BuisnoH o} sjueus ] BuisnoH 101

salpoq uiyym ‘Ayjenb ybly ‘sjueus | 4BIH

0003 0 0 0 L paso|D . S BuisnoH o} sjueus] BuisnoH 001

S8Ipoq UIyMm o

0003 0 0 0 0 pauadQ JON LS 0 ‘Auienb ybiy ‘xe] [1ounog o} |joihed S8

$9Ipoq oju|

0003 0 0 0 8l paso|D 8l 0 UIypIm }o8y9 JaquinN [N o} |[oihed €8

S8Ipoq UIyiMm Mo

0003 0 0 0 0 pauadQ ION 6V 8¢ ‘Ayjenb ssaippe ‘sio)pai) o} ||oihed 18

salpoq usamiaq o

0003 0 0 0 44 paso|D ze 0 ‘Ayienb ybly ‘suoisuad o} |joihed 8L

salpoq usamjaq ‘Ajijenb wnipaw o

0003 0 0 0 b paso|D | L ‘syjuewie| yyauag BuisnoH o} |joihed 9l

selpoq usamjaq ‘Ajijenb ybiy 4BIH

0003 0 0 0 € paso|) € € ‘sjuewield yyausg buisnoy o} |joihed s/

S8IPOQ UBAMIS]  npepy

0003 0 0 € g9 pauadQ 89 29 ‘Ayjenb wnipaw ‘sesiA MN o} |joiAed €l

PapuswIwoddy

sBuineg si0.4.3 spnelq ssaiboud uj passads0.d snje)s IV 1ejoL |eyolL awepN Moday ‘ON

sjg|weH Jamo] jo ybnolog uopuo AYVIWINNS ALINOHLNY

€102-924-11 1102/0L0Z JAILVILINI ANVYL TVNOILVN

Page 146



L1 3O L 8bed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

salpoq ulyym ‘Ayenb ybiy ‘syuewreld

§]]

00'03 0 0 0 8. paso| 8. €g Jysuag BuisnoH o} Ang 0} Jybry o1

salpoqg usamiaq ‘Ajijenb wnipaw wnipepy

00'03 0 0 0 4 paso|D 4 Z ‘sjueus ] BuisnoH o} Ang 0} Jybry 151

salpoq ulyym ‘Aljenb wnipaw wnipep

0003 0 0 0 € p8so|D € l ‘syjueus | BuisnoH o} Ang o0} 1ybry 051

salpoq usamiaq ‘Ajjenb ybiy 4bIH

0003 0 0 0 b paso|D b b ‘sjueus ] BuisnoH o} Ang 0} Jybry 6L

salpoq usamjaq ‘Ajjenb wnipep

0003 0 0 0 4 pauado 0l 4 wnipaw ‘sesiA MN 0} Ang o} ybry 124’

salpoq usamjaq ‘Ajijenb wnipaw wnipep

0003 0 0 0 L p8so|D I 0 ‘Ang 0} 1ybry 0} syueus | BuisnoH Ll
$alpoq

usamjaq ‘Ajjenb wnipaw ‘SJUBWIEID  ynipepy

0003 0 0 L 1% pauadO 79 144 Jyouag BuisnoH 0} sjueus | BuisnoH el
salpoq

usamiaq ‘Ayenb ybiy ‘syuewie|n 4BIH

0003 0 I 9 44 pauado L€ 8¢ Jousg BuisnoH o) sjueus | BuisnoH Ll

salpoq usamjaq ‘Ajijenb wnipaw wnipep

0003 0 L L c pauadO 961 0 ‘SesIA YN 0} sjueus | BuisnoH 801

salpoq usamiaq ‘Ajienb UBIH

0003 0 0 S S pauado 0l 0 ubly ‘sesiA MN 0} sjueus | BuisnoH 201
$8Ip0q Usamiaq

‘Allenb wnipaw ‘uonelbiwwy| wnipep

0003 0 0 0 l paso|D I 0 Anunog-u| 0} syjueus | BuisnoH S0l

papuswwogady
sBuineg sioug spneuaq ssaiboud uj passasold snjejs 1V 1eyoL |ejol awepN Moday ‘ON
sje|weH Jamo] jo ybnoiog uopuo] :AYVININNS ALIMOHLNY

€102-934-11

1102/0102 JAILVILINI ANVYL TVYNOILVN

Page 147



L1 O 8 ebed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

$3IpOg ulypm

‘Alenb ybiy ‘suosiad paseadsa 4BIH

0003 671 Z 0 g6l pauado G61 GLL 1¥Aq o} ywiad Bunied ebpeganig  yzs1
salpoq uiypm ‘Ayenb

ybiy ‘suosiad paseadsaq Aousby 4bIH

0003 ¢l 0 0 €l p8so|D €l 8 sjjouag 0} Jwiad Bunjed Juspisey €zl
salpoq ulyim ‘Ayenb ybiy

‘suosiad pasessa( Aousby sjiyeuag YBIH

0003 00l 0 0 €0l p8so|D €0l €0l 0} sassed |oAel | Aeuoissaouo) zzl)
salpoq ulyim ‘Ayjenb ybiy

‘suoslad paseadsa Aouaby sjijeuag 4BIH

00°03 8¢ I I °1°] pauadO 9¢ 8P 0} Jlwlad Buryied ebpegq onig LzLL
salpoq usamiaq ‘Ajiienb

wnipaw ‘yiwlad bunyied abpeg WnIpspy

00°03 0 c 14 6 pauadQ Ll 0 an|g 0} Juuad bupiled abpeg anig L'0LL
S8IpOQ UsaMlaq

‘Aenb ybiy ‘Hwisg Bunjied abpeg b1

0003 0 0 0 L p3so|D I 0 an|g o} juuad bupiled ebpeg an|g 0.1
salpoq

usamiaq ‘Ajjenb wnipaw ‘SJUBWIEID  ynipepy

00°03 0 0 0 l pa3so|D I 0 Jjeuag buisnoH o} Ang 0} Jybiy 651
salpoq

uiyum ‘Ajjenb winipaw ‘syuewie|) wnipapy

0003 0 0 b 4 pasuadO € X Jyauag BuisnoH o} Ang 0} Juybry 851
$aIpoq

uaamjaq ‘Ajienb ybiy ‘sjuewie|n 4BIH

00'03 0 0 0 b Paso|D L b Jysuag BuisnoH o} Ang 03 Jybry IS)

papuswwogady

sBuineg sioug spneuaq ssaiboud uj passasold snjejs 1V 1eyoL |ejol awepN Moday ‘ON

sje|weH Jamo] jo ybnoiog uopuo] :AYVININNS ALIMOHLNY

€102-994-1L1 1102/0L02 JAILVILINI dNVYd TVNOILVN

Page 148



L1 O 6 8bed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

salpog ussmiag ‘Alliend WnIpsiy

wnips

0003 0 0 0 0 pauadQ JON 2 0 ‘ejed pneld 0} siopel] Joxep .vNN_\M

selpog usamiag ‘Ajjenp yBIY

0003 0 0 0 0 pauadQ JION 2 0 ubiH ‘eyeq pneld 0} siepel| JoxeN 1ze

salpog usamiag ‘Ajjeny wnipsi wnipep

0003 0 0 0 0 pauadQ JON | 0 ‘eje pneid 0} syusy BuisnoH ale

selpog usamiag ‘Ajjenp ybIY

0003 0 0 0 b paso|D | 0 ubIH ‘eyeqQ pne.d 0} sjuay BuisnoH sie
selpog

usamiag ‘Aijenp wnips ‘eyeq wnipapy

0003 0 0 z 0 pauadQ 4 0 pnes4 o} sjuewle| yyouag BuisnoH ele

salpog usamjag ‘Ajilenp ybiH ‘eyeq U4BIH

0003 0 0 | 0 pauadQ | 0 pneid o} sjuewiel yyauag Buisnoy zie

seIpoq uiynm ‘Ayjenb ybly ‘sjuewiery gy

0003 0 0 0 l paso|D l L aouelnsu| 0] sjuewlie|) adueinsu 1'081
salpoq ulyim ‘Ayenb

ybly ‘suosiad paseadaq |y¥ad 4BIH

9€'€9eL3 | 0 0 6l paso|) 6l 6l 0} SBWOH 8le) [eluspISay d)eAlld VeLL
salpoq ulyim ‘Ayjenb ybiy

‘suoslad paseadaq Aouaby sjijeuag 4B

el ¥¥83 z 0 0 zl paso|D zl | 0} SBWOH 8le) [eluspIsay djeAlld €Ll
$81p0q UIYM

‘Aienb ybiy ‘suosiad paseada 4BIH

0003 8¢ 0 0 v paso|D zy 0z 14aq o} Hwiad Bupiled juspisey 9zl
se1poq ulyym ‘Ajjenb

ybly ‘suosiad paseadaq |¥ad yBIY

0003 0zz 0 0 oz paso|D oz 174 0} sessed [aAel | Aleuoissaouo) Szl

papusawwoddy
sBuineg sioulg spnea4 ssaiboud uj passaosoid snjels IV 1ejoL |eyol awepN Moday ‘ON
sjg|weH Jamo] jo ybnolog uopuo AYVIWINNS ALINOHLNY

€102-934-11

1102/0102 JAILVILINI ANVYL TVYNOILVN

Page 149



L1 JO 0l 8bed

“SIeaA snoiAald Ul palindd0 Jey} Sayodjelu Sapnjoul AJlewwins Siyl : INVLJOdINI

T JUETETEY!
Jo}IpaJo JuaJayip INg Junowe
92l0AUI pUB Jaguinu 8210Aul Jaljddns

ybiH

16°88623 € 0 0 €l paso|D €L 0 ‘sweu Jojpalo Aq sploodal sjeoldng 0LL

ybIH

00'03 0 0 0 9 peso|D 9 0 prediono 1A 60.

90uUalajal Joypalo pue uBIY

00'03 0 0 oL 6LL psuadQ 0l2v 0 Junowe 8210Aul Ag spiodal 8jedlidng 801
20ualsjal 10)Ipald

pue JUNnowe 8210AUl ‘80UdJael BIY

00°03 0 0 0 9 paso|D 9 0 8010AUl Ag spJooal ejeoljdnQ 101

Jaquinu I

0003 65 0 0 29 pauadQ 69 0 Junoooe yueq Aq sioypaso sjeoldng €0,

ybiH

00°03 € 0 L 0z pauadQ Z0S 0 |leyap ssauppe Aq siojpalo ejeoljdng 0.

ybiH

0003 1GZ 0 0 862 psuadQ ¥0€ 0 aweu Joypaio Ag sioypalo ejeoldng 10.

solpog usamiag ‘AluQ Ssalppy ‘eleq Mo

0003 0 0 0 0 psuadO 10N | 0 pneid o} Julad bBunjied [enuspisey ve
selpog

usamiag ‘Aijenp wnipsy ‘eyeq wnipapy

0003 0 0 0 0 psusdO 10N ¢ 0 pneid o} Huad bunjied [enuspisey eve

salpog usamiag YBIH

0003 0 0 0 0 psusdO JON L 0 ‘Ayrenp ybiH ‘eyeq pneld o} ||olhed 0ge
salpog usamiag

‘Alenp wnips|y ‘ejeq pnei o0} wnipspy

00'03 0 0 0 0 psusdO JON | 0 loyoo|y Ajddng 0} 8ous01 [euosiad 8z¢e

papuswwosay

sBuineg si0.4.3 spnelq ssaiboud uj passads0.d snje)s IV 1ejoL |eyolL awepN Moday ‘ON

S}o|weH Jemo] o ybnoiog uopuo :AYVININNS ALIMOHLNY

€10Z-994-11 1102/0L0Z IAILVILINI ANVYHH TYNOILVYN

Page 150



L1 3O L 8bed

"SIeaA SnoiAald Ul palindd0 Jeyj Sayojelll Sopnoul AJBWWns SIYL : INVLSOdINI

Iv1i0l

ybiH

00°03 0 0 0 0 pauadQ JON /¥Z 0 sg| Buisl xe] [1ouno 208

J9)s169y |BJ0}09|3 O} 4BIH

£€8'GE€6013 6¢¢ 0 4 457 pauado Gg9¢ce 0 Junoosip suosiad s|buls xe| [IPUN0Y 108
8)ep 82I0AUI puE Jaqwinu
9210AU| Jaljddns pue aduaiajel

JOYPaID JUBJIaYIp INg JUNOWE 32I0AUI 4bIH

0003 0 0 0 GL paso|D G. 0 ‘apod)jsod Aq spiooai sjeolidng V]
Jaquinu 8210AuUl Jaliddns
pue aouaJa)al JO}PaID JUBISYIP

1Ng JUNOWE B2I0AUI PUE 8)ep 82I0AUI 4BIH

Y1 L¥9C3 I 0 0 Sl paso|D Gl 0 ‘apodjsod Aq splodal ajeolidng 2L
SWEeU pue a2udla}al JOYPaID JusIalIp

1NQg JunOWe 8210AUl pUB Jaguinu 4BIH

28'8/7L11L3 el 0 0 S0l Paso|D S0l 0 aoloAul Jalddns Ag spiooai ajedlidng L.

papuswwogady
sBuineg sioug spneuaq ssaiboud uj passasold snjejs 1V 1eyoL |ejol awepN Moday ‘ON

€102-934-11

sjs|weH Jamo] Jo ybnoiog uopuo :AYVININNS ALIMOHLNY
1102/0102 JAILVILINI ANVYL TVYNOILVN

Page 151



This page is intentionally left blank

Page 152



NFI 2010/11 Outcomes Summary - Delivered Only

London Borough of Tower Hamlets

Date of Generation : 2/11/2013 12:25:25 PM

1. Benefit Fraud Investigations (for HB paying bodies only)

Confirmed I Estlmates
() (i) (iii) (iv) (vi)
Overpayments (fraud & non fraud)
HB/CTB IS/IJSA Other (e.g. Weekly No. where Value of over-  Value of over Administrative
pension reductionin recovery is payments - payments  Penalty Amount
credit) benefit in progress where (30% of HB/CTB)
recovery is in
progress
£ £ £ £ £ I £ £
A Total 394,408 164,087 0 4,819 78 549,321 I 22,490
Amount
B No. UKBA 0
have
deported or
are
deporting
2. Pensions Investigations (for pension administering bodies only)
U (i) (iii) (iv) (v) (vi)
No. of cases Confirmed value of No. where Value of No. of Weekly reduction
not overpayments / recovery is in overpayments where prosecutions in pension
previously forward savings progress recovery is in
identified progress
A Deceased 11 29,697
pensioners
(report 52)
B Deferred
Pensioners
(report 53)
C Pension 0 0 0
abatements
D Pension
abatements
(forward
savings)
E Injury 0 0.00 0 0.00
benefits
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3. Housing

(i) (ii) (iii) (iv) (v) (vi) (vii) (viii)
Match Type No. of No. of Amount of : -  No. of cases Value of No. of No. of Total discount
properties cases overpayment; where overpayments  applications = prose- incorrectly
recovered; where discount recovery is in where recovery = revoked or cutions awarded
No of action is awarded per progress is in progress withdrawn
applicants being taken annum;
removed arrears; lost
from rates; weekly
waiting list. rent; value of
removing
ineligible

applicants from
waiting list (£)

A Housing
Rents

B Right To
o -.-

Buy

o --- °-

H No.UKBA 0
have
deported or
are
deporting

4. Payroll and other investigations (i.e. investigations resulting from NFI but not associated
with NFI match e.g. expenses claim fraud)

C Former
tenant
arrears

D ER Pilot
(N1)

E RatesvER
pilot (NI)

F Temp
accomodati
on (pilot)

o o II.I

G Waiting
Lists

(i) (i) (iii) (iv) (v)
No. of cases Amount of No. of cases where Value of No. of prosecutions
where: - fraud or overpayment or recovery is in overpayments where
error found; or error progress recovery is in
action taken progress
A Payroll to payroll 0 0 0 0 0
Payroll to UK visas 1 0 0 0 0
C Payroll to failed 0 0 0 0 0
asylum seekers
D Payroll to student
loan (pilot)
E Other fraud and error 10 18,454 4 6,637 0
(e.g. expenses claim
fraud)
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5. Additional Questions - housing benefit*

A Case Status re: the HB cases you have actioned so far how many are: No. of cases
i. Fraud 72
ii. Customer Error 9
iii. Official Error 237

* the number of cases and value of overpayments reported for questions B-K of this section should agree to
the confirmed values in Section 1 above

Housing benefit overpayment cases linked to matches with: (i) (i)
No. of cases Confirmed
value of
overpayments

B Students eligible for student loans 30 249,859
C NHS employees 2 26,726
D Local government employees 33 130,777
E Local government pensioners 6 45,933
F Failed asylum seekers 0 0
G UKvisas 0 0
H Insurance claim payouts 0 0
I Licences

a Market traders 2 25,984

b Taxi drivers 2 16,758

¢ Personal alcohol 1 5,012
J Right to buy 0 0
K Central Government employees 0 0
L Gentral Government pensioners 9 57,446
M Housing benefits 0 0
N Housing tenants 0 0

In accordance with the NFI Guidelines employers should be notified of cases that are reported in 5 0-Q
below.
Please confirm this in 6 C below.

O Number of prosecutions 12
P Number of administrative penalties 26
Q Number of official cautions 15
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6. Additional Questions - employees
U (i)

No. of cases Confirmed value of
overpayments

A Number of employees dismissed/resigned involving:

i) Housing benefit claimants 0 0

ii) Failed asylum seekers 0 0

iii) Invalid UK visas 1 0

iv) A match to another payroll 0 0

v) Council tax 0 0

vi) Procurement matches 0 0

vii) Other 0 0
B Number of employees removed from the UK involving:

i) Housing benefit claimants 0 0

ii) Failed asylum seekers 0 0

iii) Invalid UK visas 0 0

iv) A match to another payroll 0 0

v) Other 0 0

vi) Other council tax 0 0

C If you have identified cases in section 5 C, D & K above:
In how many cases was the employer notified? 2

D Number of National Insurance numbers corrected 0
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7. Overpayments relating to ad-hoc areas

(M) (i) (iii) (iv) (v)
No. confirmed as No. revoked or Value of No. of cases Value of
deceased withdrawn overpayment where recovery is overpayments in the

in progress process of recovery
A Blue badge parking 190
permits
5 0 0 0

B Private care home
residents/
continuing care
payments

C Serial insurance
claimants

D Blue badge parking
permits matched to
payroll

E Market traders with
failed asylum
seekers/ UK visas

F Taxi drivers with
failed asylum
seekers/ UK visas

G Blue badges to blue
badges (pilot)

H Residents permit to
residents permit

(pilot)

| Concessionary
fares

J  Residents permits
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8. Creditors

(i) (i) (iii) (iv) (v)
No. of cases No. of frauds/ Value of fraud/  No. of cases Value of
where action overpayments overpayments  where recovery is overpayments in
take to correct in progress the process of
error recovery

A Duplicate creditors by creditor
reference (700)

B Duplicate creditors by creditor
name (701)

C Duplicate creditors by address
(702)

D Duplicate creditors by bank
account details (703)

E Invalid VAT number (704)

F Invalid VAT number structure
(705)

G No address details recorded on
file (706)

H Duplicate by invoice reference,
invoice amount and creditor
reference (707)

| Duplicate by invoice amount and 1 1 0 0 0
creditor reference (708)

J Incorrect VAT (709) 0 0 0 0 0

K Duplicate by cred name, invoice 7 7 2988.97 1 104517

no., invoice amount, but different
cred ref (710)

L Duplicate by invoice no., invoice 17 16 105746.88 13 105746.88
amount, but diff cred ref & name
(711)

M Duplicate by postcode, invoice 1 1 2647.14 1 2647.14

date and invoice amount, but diff
cred ref & invoice number (712)

N Dups by postcode, invoice 0 0 0.00 0 0.00
amount, but diff cred ref, invoice
no. & invoice date (713)
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9. NHS student loans/bursaries - NHS Student Grant Unit only

(i) (if) (iii) (iv)
No. of cases Amount of No. of cases where Value of overpayment
overpayments recovery is in where recovery is in
progress progress
Overpayment relating to :
A Failed asylum seekers 0 0 0 0
B Invalid UK visas 0 0 0 0
C Amberhill 0 0 0 0
Forward savings relating to :
A Failed asylum seekers 0 0
B Invalid UK visas 0 0
C Amberhill 0 0
10. Other Agencies
(i) (ii) (iii) (iv) (v)
No. of cases not Confirmed value of No. where recovery Value of No. of prosecutions
previously overpayments / is in progress overpayments
identified forward savings where recovery is in
progress
A Deceased Students 0 0 0 0 0

No. Removed No. Where other
action taken

B Removed failed 0 0
asylum seekers
C Removed UK visas 0 0

12. Council Tax

(i) (ii) (iii) (iv) (v) (vi) (vii)
Match Type No of cases Total amount of = No. of cases Value of No. of No. of Total discount
where action discount where overpayments applications prose- incorrectly
is being awarded per recovery is in  where recovery is revoked or cutions awarded
taken annum for those progress in progress withdrawn
where discount
withdrawn

A Council 230 62,211 229 109,336 0 0 109,336

Tax Single

Person

Discount
B Rising 18s 0 0 0 0 0 0 0
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13. Procurement
() (i) (iii) (iv) (v) (vi)

No. of cases with No. where action No. where contract Value of contracts. No. of cases where Value of payments

undeclared taken. has been recovery is in in recovery.
interest. terminated. progress.
A 0 0 0 0 0 0
14. SLAB
Match Type (i) (ii) (iii) (iv) (v) (vi) (vii)
No. of No of cases Amount of No. of cases Value of Amount of Prosecution case
cases where legal aid overpayment where recovery overpayments forward reported to PF?
closed was cancelled where legal aid is in progress where recovery savings
error or or reduced was cancelled is in progress
fraud or reduced
A Legal aid 0 0 0.00 0 0.00 0 0
applications
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15. Amberhill pilot

Match Type (i) (ii) (iii)
No of cases resulting in No of cases resulting in No of cases resulting in Official
prosecution Administrative Penalty Caution

A Amberhill 0 0 0
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Agenda Iltem 6.4

REPORT TO: DATE CLASSIFICATION REPORT NO. AGENDA NO.
Audit Committee 26" March 2013 Unrestricted
REPORT OF:

Corporate Director, Resources

ORIGINATING OFFICER(S):

Head of Risk Management and
Corporate Anti-Fraud Manager

Social Housing Update

Ward(s) Affected:

N/A

1. Introduction

1.1

2. Recommendations

This report provides the Audit Committee with an update on the
work of the Social Housing Fraud team and its successes to date
in the recovery of unlawfully let public sector dwellings.

2.1 The Audit Committee is asked to note this report.

LOCAL GOVERNMENT ACT 1972 (AS AMENDED) SECTION 100D

LIST OF "BACKGROUND PAPERS" USED IN THE PREPARATION OF THIS REPORT

Brief description of "background papers"

N/A

Name and telephone number of holder
And address where open to inspection

Tony Qayum, 0207 364 4773
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3.

3.1

3.2

3.3

3.4

4.1

4.2

4.3

4.4

Background

The Audit Committee has received reports previously on the creation of
this team and its funding arrangements. The Audit Commission has
continued to highlight the abuse of Social Housing and in its annual
“Protecting the Public Purse” publication which is issued in October each
year.

In 2010, it reported that through the efforts of some sixty councils in
England 1,600 properties with an asset value of £240 million were
recovered from unlawful tenants.

The paper stated that fewer than 5% of those evicted from Sublet
properties sought assistance from Homeless Services as in most cases
they found alternative accommodation in the private rented sector. This
is not dissimilar to the experience at Tower Hamlets.

Following on from the Audit Commission paper and a report by the
National Fraud Authority on abuse of Social Housing the Government
advised that those authorities that had made the most effective use of
earlier funding would be further supported by an award of £100,000 to
continue the crackdown on tenancy cheats.

Current Position

In December 2011 the government assessed the Councils eligibility for
further funding and made £100,000 available for the continuation of the
function for financial year 2012-13.

In Tower Hamlets terms we have continued to utilise the services of the
three temporary officers for which funding was awarded and have
committed to maximise effectiveness by extending the existing
arrangements for a further full financial year and to utilise, wherever
possible, the use of technology to risk assess potential cases for follow
up. To this end we have acquired and developed a Fraud Case
Management system funded from existing resources, and are testing it
while under development with the provider.

The Team have continued its joint working arrangements with Tower
Hamlets Homes and following agreement to temporary funding a short
term post was created to support THH on their recoveries. Following the
recruitment of a temporary post holder the number of cases brought to a
successful conclusion has increased thus justifying the initiative.

The team has also forged closer working arrangements with the Housing
Benefit Fraud team, which now forms part of the enhanced Corporate
Anti- Fraud team and this has resulted in the identification of potential
abuse of the Homeless Service system where fraudulent applicants use
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4.5

4.6

4.7

4.8

4.9

a THH or RP address as their home but upon further examination the
tenant confirms that either the applicant has never lived there or that the
address was used as a device to acquire permanent accommodation.

This is an area where we feel there is some considerable scope to
further develop and we have met with the Homeless Service to develop
an authorised procedure for initial applications to be verified against the
Housing Benefit system and where there is a concern the case is
referred o a Single Point of Contact in the Corporate — Anti Fraud team
for further investigation. Since the function was introduced 25 of the 35
referrals received had resulted in a positive anti-fraud outcome.

We have continued to provide training to staff in THH and those RP’s
that form part of the Common Housing Register.

The Team has continued to look into inappropriate “right-to-buy”
applications or potential unlawful subletting property with live “RTB”
applications. These are either from referrals from THH “Right-to-Buy”
team or from whistle blows, to avert an in-appropriate disposal of
property and consider prosecution action. It is considered that this risk is
likely to increase in light of the enhanced discount made available to
tenants following the revisions to the Right to Buy scheme.

The publicity on the whistle blowing hotline and the anti-fraud email
together with referrals through the Council and THH have proved
effective with over 737 referrals for investigations being received.

The following is a summary of the team’s case load, progress and
successes to date:-

Open Cases

290 current cases

Of these 185 have Housing Benefit and/or Council Tax Benefit in
payment

170 of these cases are Tower Hamlets Homes managed properties
25 cases are currently in various stages of recovery.

Closed Cases

335 closed cases (excluding recovered properties)

Of these 232 had Housing Benefit and / or Council Tax Benéefit in
payment.

235 were Tower Hamlets Homes managed properties
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Recovered Cases

4.10

5.1

6.1

7.1

8.1

9.1

10.

10.1

. 118 properties recovered to date
. 51 had Housing Benefit and / or Council Tax Benefit in payment.
. 84 were managed by Tower Hamlets Homes

In addition the team have achieved 1 court conviction for a
fraudulent housing application, 2 Right to Buy stopped and 1 set
of keys handed back to a property after a false homeless claim
was discovered- work undertaken by our Housing Benefit Fraud
team in conjunction with Homeless Services.

It is intended to provide regular reports to the Audit Committee on the
success of this unit.

Comments of the Chief Financial Officer

The comments of the Chief Financial Officer are contained within the
body of the report

Concurrent Report of the Assistant Chief Executive (Legal Services)

These are contained within the body of this report.

One Tower Hamlets Considerations

This progress update on Social Housing sub letting should allow the Audit
Committee to assess the management action taken to date to improve
risk management and control in order to provide greater assurance that
this risk is being managed effectively.

Anti-Poverty Considerations

There are no specific Anti-Poverty issues arising from this report.

Risk Management Implications

This report highlights risks relating to illegal letting of social housing
properties. The report identifies potential risks to the control framework
that may be exploited by fraudsters.

Sustainable Action for a Greener Environment (SAGE)

There are no specific SAGE implications.
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