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5.2

LONDON BOROUGH OF TOWER HAMLETS
AUDIT COMMITTEE
Tuesday, 6 January 2009
7.30 p.m.

APOLOGIES FOR ABSENCE

To receive any apologies for absence.

DECLARATIONS OF INTEREST

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.

UNRESTRICTED MINUTES

To confirm as a correct record of the proceedings the unrestricted minutes of the ordinary
meeting of the Audit Committee held on 18" September 2008.

DEPUTATION AND PETITIONS
To receive any deputations or petitions.

ITEMS REQUESTED AT PREVIOUS MEETINGS

Feedback Presentations - Nil/Limited Assurance

To receive presentations from services in relation to the Nil/Limited Level Assurances
contained in the last Internal Annual Audit Report and the June to August Quarterly
Assurance Report.

These presentations were requested at the last meeting in September. Items 5 and 7.1

School’s Internal Audit - Note to the Committee (Pages 7 - 10)

To consider the attached note to the Committee concerning the School’s Internal Audit.
This item was requested by the Chair of the Committee at it meeting on 30™ June 2008.



UNRESTRICTED REPORTS FOR CONSIDERATION

Quarterly Assurance Report - September to November
2008

To note the contents of the report and to take account of

the assurance opinion assigned to the systems reviewed
during the period.

UNRESTRICTED AUDIT COMMISSION
REPORTS FOR CONSIDERATION

Audit Progress Report

Audit Commission report attached.

Use of Resources - 2008/09 Assessment
To consider the attached Assessment.
Audit 2007/08 - Opinion Memorandum

To consider the report and attached Action Plan (Appendix

1),

UNRESTRICTED TOWER HAMLETS ITEMS
FOR CONSIDERATION

Revised Audit Plan for 2008-09

To note the contents of the report and to endorse the
changes to the 2008/09 Internal Audit Plan.

National Fraud Initiative And Anti Fraud Update
To note the contents of the report.
Annual Governance Statement For 2007/08 - Update

To consider the report and the actions in addressing the
issues raised.

Risk Management Arrangements

Report on Risk Management Arrangements attached.

ANY URGENT UNRESTRICTED BUSINESS
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Agenda ltem 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) 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\8\8\8\Al00017888\Notefromchiefexecutiveredeclarationofinterests07010850.doc
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ii.  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\AgendaltemDocs\8\8\8\Al00017888\Notefromchiefexecutiveredeclarationofinterests07010850.doc
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Agenda ltem 3

LONDON BOROUGH OF TOWER HAMLETS

MINUTES OF THE AUDIT COMMITTEE

HELD AT 7.30 P.M. ON THURSDAY 18™ SEPTEMBER 2008
MEETING ROOM M71, SEVENTH FLOOR, TOWN HALL, MULBERRY PLACE, 5

CLOVE CRESCENT, LONDON, E14 2BG

Members Present:

Councillor Joshua Peck

Councillor Helal Abbas
Councillor Denise Jones

Other Councillors Present:

None

Officers Present:

Chris Naylor
Stephan Halsey

Alan Finch
Fiona Heyland
Minesh Jani
Steve Lucas
Steve Vinall
John Hayes
Daniel Hudson

Chair - (Lead Member, Resources and

Performance)

Vice Chair

Corporate Director, Resources
Corporate Director Communities, Localities &

Culture

Service Head Corporate Finance
Waste Services Group Manager
Service Head Risk Management
Audit Manager, Audit Commission

Sector Manager, Deloitte

District Auditor, Audit Commission
Democratic Services, Chief Executive's

1. APOLOGIES FOR ABSENCE

RESOLVED that apologies for absence be received on behalf of Councillors
Eaton, Abdus Salique and Abjol Miah.

2. DECLARATIONS OF INTEREST

Councillor D. Jones declared an interest in Agenda item 7.1, Quarterly
Internal Audit Assurance Report. The declaration was made on the basis that
the report made reference to Tower Hamlets Homes and she was a member
of the Tower Hamlets Homes Board.
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6.1

UNRESTRICTED MINUTES

RESOLVED that the unrestricted minutes of the meeting held on 30" June
2008 be approved.

DEPUTATIONS AND PETITIONS

None were received.

FEEDBACK PRESENTATIONS — NIL/LIMITED ASSURANCE

Councillor Peck and Members of the Committee expressed concern at the
non-attendance of any officers from Development and Renewal. It was
RESOLVED that these concerns be expressed formally to the Chief Executive
and that senior officers from Development and Renewal be instructed to
attend the next meeting to reply upon the Limited Assurance (Extensive)
given in relation to S.106 Planning Obligations.

ACTION BY: Democratic Services (DH)
Interim Corporate Director Development & Renewal

The Committee then received a presentation from Stephen Halsey (Corporate
Director Communities, Localities & Culture) and Fiona Heyland (Waste
Services Group Manager) which detailed the actions that had been taken and
were being prepared to tackle the points raised by the Limited Assurance
(Extensive) given in relation to Waste Disposal Contract Monitoring. Members
were informed that a revised Waste Strategy was being prepared and would
be reported to Cabinet in the autumn 2008. More effective performance
management arrangements were being introduced to support the relationship
with the waste contractor and the overall waste process from collection to
disposal was being reviewed.

Members thanked officers for the presentation.

UNRESTRICTED AUDIT COMMISSION REPORTS FOR CONSIDERATION
Audit Progress Report

Following a brief introduction during which the details of the Better Budget
Management Toolkit was outlined it was RESOLVED that the report be noted.

ACTION BY: Steve Lucas (Audit Manager, Audit Commission)

D:\moderngov\Data\AgendaltemDocs\O\g\B\AIO€§1 éBéOé«uﬂtCommitteeMinutes1 80908DHUO0.doc



6.2

7.1

Annual Governance Report

The grounds for urgency for the submission of this report were detailed and
accepted.

John Hayes (District Auditor, Audit Commission) comprehensively introduced
the report and outlined the salient issues. He positively commented upon the
actions and procedures undertaken by Tower Hamlets officers.

In relation to the comment made regarding 33-37 The Oval, Chris Naylor
(Corporate Director Resources) started that a formal decision was still awaited
from the Development Committee and following this more detailed assurance
could be reported.

There followed a discussion in relation to the findings of the report and
subsequent to this it was RESOLVED that the report be received and
accepted.

UNRESTRICTED TOWER HAMLETS REPORTS FOR CONSIDERATION
Quarterly Internal Audit Assurance Report

Minesh Jani (Service Head Risk Management) introduced the report and
detailed the rationale for the Limited Assurance given to areas of Housing and
Resources. He commented that in future Internal Audit finding relating to
Housing would be reported to both this Committee and also the Board
meetings of Tower Hamlets Homes.

This was welcomed by the Committee.

Councillor Peck recommended and it was RESOLVED that in future when
Nil/Limited Assurances were reported then the service affected be required to
attend the same meeting to outline the reasons why and actions in place to
remedy this. In relation to Officers’ Travel and Subsistence Allowances it was
RESOLVED that Human Resources report back and explain the failure to
expeditiously implement and action the majority of key recommendations.

Minesh Jani outlined the work being undertaken in relation to supporting
Business Recovery and IT Continuity Planning. A verbal update would be
provided at the next meeting.

Members expressed concern at the level of assurance given to the Control
and Monitoring of CRB Checks. It was RESOLVED that an update be
provided to the next meeting to ensure that actions had been taken to remedy
this matter.
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Therefore, it was RESOLVED that the report and the actions indicated above
be approved.

ACTION BY: Minesh Jani (Service Head Risk Management)

Joint Director of Human Resources
Democratic Services

ANY URGENT UNRESTRICTED BUSINESS

None was raised.

The meeting ended at 7.23p.m.

Chair,
Audit Committee
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Agenda Iltem 52

Audit Committee
6" January 2009

Note to Members of the Committee as to the financial and governance expertise
given to the schools involved.

Schools’ Internal Audit Reports:
e Standard agenda item on Children’s Services DMT;

e Used by Children’s Services Finance to feed into systems to determine
schools requiring priority support;

e Audit assurance rating is used to target specific support to schools.

Many areas of concern are common to all schools and, coupled with specific
intervention with schools the following areas have been highlighted:

Governance

e Model Financial Code of Practice circulated and reiteration of the
compulsory nature of the Scheme;

e Reminder issued to all schools re: expected standard of full governing
body and committee meetings;

e Circulation of a ‘Declaration of Pecuniary Interest’ every September. In
addition, many governing bodies have this declaration as an agenda
item at each full meeting;

e minimum standards required from a clerking service;

e proposed review of outside clerking services and provide an approved
list based on quality of training and standard.

Personnel
¢ rolling programme of updating personnel procedures;
e termly meetings with Personnel providers;

e schools sickness management procedure reviewed and conducted
training.

Resource management / Budgetary control

e changes to Schools’ Finance procedures include standardised formats
for schools budgets and monitoring ;

¢ introduction of more robust monitoring of submissions;
e Update of Schools’ Finance Manual,

e Standard documentation provided for Finance Scheme for schools,
Model Scheme of Delegation, Model Best Value Statement and Model
Whistleblowing policy.

e LBTH Benchmarking data for all schools in Tower Hamlets based on
schools consistent financial reporting year end returns.

¢ Financial Management Standard in Schools (FMSIS) - The DCSf
introduced the Standard to improve Financial Management in Schools.
This is because effective financial management and benchmarking is
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essential for schools in order that they can (a) exercise proper control
and stewardship over the significant amounts of public money entrusted
to them and (b) allocate and deploy resources effectively to meet school
priorities for development and improvement

Of the 12 schools with limited assurance, 10 have passed their FMSIS and 2
are still to be assessed

Of the 9 schools with substantial assurance,all have passed FMSIS .

Internal
School Name popudit | Scaleof | Emsis
Opinion
Beatrice Tate School Limited Moderate Passed
Bigland Green Primary School Substantial Moderate Passed
Blue Gate Fields Junior School Limited Moderate Passed
Bonner Primary School Substantial Moderate Passed
Bygrove Primary School Substantial Moderate Passed
Canon Barnett Primary School Limited Moderate Passed
gg:;s;;:;térgﬁogrurch of England Limited Moderate Passed
Chisenhale Primary School Limited Moderate Passed
Clara Grant School Substantial Moderate Passed
Cubitt Town Junior School Substantial Moderate Passed
Globe Primary School Limited Moderate Passed
Sﬁrarlr::?%éﬁc?cljs Roman Catholic Limited Moderate Wave 2
Harbinger Limited Moderate Passed
Hermitage Primary School Substantial Moderate Passed
Marner Primary School Substantial Moderate Passed
Mowlem Primary School Substantial Moderate Passed
Smithy Street Primary School Limited Moderate Passed
Stebon Primary School Limited Moderate Passed
St Anne’s Roman Catholic School Limited Moderate Passed
Stepney Green Coates Primary Limited Moderate Wave 3
The Cherry Trees School Substantial Moderate Passed
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Note : Lawdale junior school have recently been assessed and passed the
FMSIS assessment process.
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REPORT TO: DATE CLASSIFICATION REPORT NO. | AGENDA NO.
Audit 06 January

Committee 2009

REPORT OF:

Corporate Director, Resources Quarterly Assurance Report
ORIGINATING OFFICER(S): Ward(s) Affected: N/A

Service Head Risk Management

1.

Summary

1.1.  This report summarises the work of Internal Audit for the period September
to November 2008.

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.

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.
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: -
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Assurance | Definition

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

While there is a basically sound system there are
weaknesses which put some of the control objectives at
Substantial | 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;

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

Control is generally weak leaving the system open to
Nil 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.

Medium impact, key systems and / or Scale of Service
£1m- £5m.

Low Low impact service area, Scale of Service below £1m.

Moderate

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.

Overview of finalised audits

5.1. Since the last Assurance Report that was presented to the Audit
Committee in September 2008, 17 final reports have been issued. The
findings of these audits are presented as follows:

» The chart below summarises the assurance rating assigned by the
level of significance of each report.
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= Appendix 1 provides a list of the audits organised by assurance rating
and significance.

= Appendix 2 provides a brief summary of each audit.

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

» The findings of individual reports. CMT 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. For follow up
audits, management comments have been added to accompany the
summary of audit findings, outlining the current status of the
recommendations raised and how the service plans to implement the
recommendations. The management comments as such have not
been verified by internal audit.

5.3. 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. See chart below :

Assurance
SUMMARY
Full Substantial Limited Nil N/A
(0]
=
(7))
5 0 4 5 0 0
X
L
o
e
S 5
= % (] 2 3 (] (]
c
=, =
(/)]
3
= 0 2 1 0 0
Total 0 8 9 0 0
100% 47% 53%

54. From the table above it can be seen that of the nine finalised audits which
focused on high risk or high value areas; four audits were assigned
Substantial Assurance and the others Limited Assurance. A further five
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audits were of moderate significance and of these, two were assigned
Substantial Assurance. The remaining three audits were of low
significance of which two were assigned Substantial Assurance.

5.5. Overall, 47% of audits resulted in an adequate assurance (substantial or
full). The remaining 53% of audits have an inadequate assurance rating
(limited or nil). Work in progress is shown in Appendix 3.

6. Performance Indicators

6.1. At the start of the year, two 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 April to October 2008.

Performance measure Target Actual
Percentage of Audit Plan completed in 47% 46%
year to date
Percentage of Audit Recommendations
implemented by Auditees at six monthly 95% 74%
follow up audit stage

6.2. The table above shows that the proportion of internal audit work
completed to October 2008 which is broadly in line with the plan. The
target for the year is to complete 100% of the plan.

6.3. The percentage of recommendation implemented at the follow up stage

has remained at around 74% over the last three quarters. At the CMT
meeting on 16™ December, the management team has tasked the Service
Head, Risk Management to find ways of improving the percentage of
recommendations implemented or being implemented by working with
management as it was noted that this percentage has been below target
for a number of months.

7. Comments of the Chief Financial Officer
71 These are contained within the body of this report.
8. Concurrent Report of the Assistant Chief Executive (Legal
Services)
8.1  There are no immediate legal implications arising from this report.
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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 The revised control environment should pick up the areas identified as of
concern and reduce the residual risk.

11. Sustainable Action for a Greener Environment (SAGE)

11.1  There are no specific SAGE implications.

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

Brief description of "background papers" Contact :
Minesh Jani, 0738
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Audit Plan 2008/09

Work in progress

APPENDIX 3

Audit Activity

Audit status

Corporate Systems and Council-wide
Reviews

Mapping of Material Systems

On-going

Project Management

Draft Report

Local Area Agreements

Draft Report issued

Procurement of Mobile Phones Exit Meeting
BV Performance Indicators Draft Report
Scheme of Delegation Field work
Assistant Chief Executive’s

Communications Strategy Exit Meeting
Members Code of Conduct — Follow up audit Draft report

Children’s Services

Contract Services Income Collection and
Monitoring

Audit Brief stage

Building Schools for the Future — Pre-contract Draft Report
audit

Marner school - Current contract audit Field work
Student Finance FU Draft report
CLC

Boroughwide waste collection and cleansing Field work

contract - FU
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APPENDIX 3

Audit Activity

Audit status

Canary Wharf Idea Stores FU Draft report
Blue Badges systems audit Field work
Brady Arts Centre Draft report
Fuel Purchase - Transport Field work
The Car Pound — FU audit Field work
Development and Renewal

S 106 planning obligations — FU Field work
Management of Commercial Property portfolio Exit meeting
Tower Hamlets Homes

Management of Voids Draft report
Kerry House — Central Heating works, Current Draft report
Contract Audit

Gas repairs and maintenance — FU audit Field work
RTB — FU audit Field work
Grounds Maintenance — Contract Monitoring Draft report
Adult, Health and Wellbeing

Homeless Assessment — systems audit Draft report

Commissioning of Elderly services

Draft report

Family Rent Deposit Scheme FU audit Draft report
Sickness Management FU audit Field work
Direct Payments - FU Draft report
Supporting people — systems audit Field work
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APPENDIX 3

Audit Activity Audit status
Resources

Council Tax Field work
NNDR Field work
Treasury management Field work
Bank Reconciliation - FU Draft report
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Agenda ltem 71

Progress
Report

London Borough of Tower Hamlets
Audit 2008/09

Audit Committee 6 January 2009
(Written 15 December 2008)

audit. .
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Contents

Summary 3
Appendix 1 Progress on 2008/09 7
The Audit Commission 9

Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit
Commission explains the respective responsibilities of auditors and of the audited
body. Reports prepared by appointed auditors are addressed to

non-executive directors/members or officers. They are prepared for the sole use of the
audited body. Auditors accept no responsibility to:

e any director/member or officer in their individual capacity; or

¢ any third party.
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The purpose of this progress report is to brief the Audit Committee on work completed
by the Audit Commission since the Audit Committee meeting in September 2008 and
to inform the Committee of work currently being planned or undertaken. In addition, we
draw to Members attention recent relevant Audit Commission publications.

We prepared and agreed the 2007/08 Audit and Inspection Plan with officers in April
2007 and presented it to the Audit Panel in July 2007. Since the last Audit Committee,
in respect of the 2007/08 audit, we have:

Signed an unqualified audit opinion on the financial statements;
Signed an unqualified value for money conclusion; and
Issued and finalised our opinion memorandum (separate item on the agenda).

There are three items to be completed in respect of the audit and inspection plan and
these are:

The audit certificate has not yet been issued due to questions raised by a local
elector - we have responded to the questions raised by the local elector and have
given them a timeframe to raise any further questions;

Our review of procurement is in progress and an initial draft report on the first stage
of the review has been issued; and

Our Annual Audit and Inspection Letter will be produced in February summarising
our findings for the year including the Direction of Travel results where the work is
currently in progress.

In addition, the work on government grant claims is well progressed and we have
completed ten of the eleven claims with three of them receiving qualified audit
certificates.

Our work on the 2008/09 audit is progressing well and since the last Audit Committee
we have;

Issued unreserved opinions on the four Performance Indicators we audited;

Completed our work on data quality which fed into our unqualified value for money
conclusion;

Agreed project specifications for our follow up work on moving towards Decent
Homes standards and also our work on temporary accommodation arrangements;
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Completed our Use of Resources assessment and issued our report (separate item
on the agenda);

Started the detailed work on the Direction of Travel assessment; and
Commenced our work on the key financial systems of the Council.
Appendix 1 shows details of all work planned in respect of 2008/09.

Over the next few weeks we will be starting to plan the 2009/2010 audit and inspection
programme. This will include exploring our initial thoughts and ideas with officers. We
would be interested if Members had any views on where it might be beneficial to the
Council for audit to consider and this can be fedback to ourselves either directly or via
officers.

This briefing aims to demystify pooled funds and Section 75 of the NHS Act 2006 and
reviews the current range of joint financing arrangements between NHS bodies and
local authorities across health and social care. It is the first in a series of publications
relating to a national study which is due to be published in spring 2009

This report examined the progress local councils and their partners are making in
developing children's trusts. The report concludes that the 'children's trusts' created by
the government after the death of Victoria Climbie have been confused and confusing.
Five years after the green paper Every Child Matters and eight years after the child's
death, 'there is little evidence of better outcomes for children and young people'
resulting from the requirement that local areas in England set up arrangements to
coordinate children's services. A third of directors of children's services say that their
partner organisations are 'unclear' of the purpose of children's trusts, and the
uncertainty is hampering their efforts to deliver better services. However the study did
find that progress has been made in bringing professionals together, but sometimes by
navigating around the 'centrally-directed approach'. Local agreements worked better
than external direction.
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The School Survey is a collaborative tool developed by the Audit Commission in
partnership with Ofsted, Estyn, Wales Audit Office, councils, and headteacher and
governor associations. The survey has been in operation as a national annual online
exercise since summer 2002. The primary purpose of the school survey is to act as a
source of evidence about schools' perceptions of the support provided by their council
and the services provided locally for children and young people.

Councils in England have made significant steps to improve their internal efficiency.
Between 2005 and 2008, following the 2004 Spending Review, £4.3 billion efficiency
gains were diverted to improve services and manage the level of council tax back
office activity - the behind-the-scenes work that supports services for the public - is an
important source of efficiency gains. This report reviews how councils made back
office efficiency gains and identifies lessons for the future.

This report looks at how English councils are responding to the challenge of finding
new ways to dispose of the country's waste which has traditionally been buried in
landfill sites. The study reviews progress against meeting targets and allowances,
models the costs to councils under different scenarios, and evaluates the quality of
strategic planning and local decision-making.

CAA looks at how well local services are working together to improve the quality of life
for local people. It will make straightforward independent information available to
people about their local services, helping them make informed choices and influence
decisions.

For the first time, local public services will be held collectively to account for their
impact on better outcomes. This means that CAA will look across councils, health
bodies, police forces, fire and rescue services and others responsible for local public
services, which are increasingly expected to work in partnership to tackle the
challenges facing their communities.

The latest consultation ended in October 2008 and the final framework will be
published in the New Year with the first results issued in Autumn 2009.
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The assessment has been revised to meet the needs of CAA; it assesses use of
resources in a broader way than previously, embracing the use of natural, physical and
human resources. It also places new emphasis on commissioning services for local
people and achieving value for money.

Auditors will produce a judgement for each of the following three themes:

managing finances - focusing on sound and strategic financial management;

governing the business - focusing on strategic commissioning and good
governance; and

managing resources - focusing on the effective management of natural resources,
assets and people.

Guidance for auditors was issued in November 2008 and this has been made available
to councils. Consultation on the scoring model has recently been closed and will be
finalised in the New Year. The first assessments will be carried out during the summer
of 2009.
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The Audit Commission

The Audit Commission

The Audit Commission is an independent watchdog, driving economy, efficiency and
effectiveness in local public services to deliver better outcomes for everyone.

Our work across local government, health, housing, community safety and fire and rescue
services means that we have a unique perspective. We promote value for money for
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.

As a force for improvement, we work in partnership to assess local public services and
make practical recommendations for promoting a better quality of life for local people.

Copies of this report

If you require further copies of this report, or a copy in large print, in Braille, on tape, orin a
language other than English, please call 0844 798 7070.

© Audit Commission 2008

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 0844 798 1212 Fax: 0844 798 2945 Textphone (minicom): 0844 798 2946

www.audit-commission.gov.uk

9 |London Borough of Tower Hamlets Page 49
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Agenda ltem 72

Use of
Resources

London Borough of Tower Hamlets
Audit 2008-2009
November 2008

Q audit.
Y COMMIission
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Contents

Introduction
Use of resources judgements
Theme summaries

Conclusion

Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit
Commission explains the respective responsibilities of auditors and of the audited body.
Reports prepared by appointed auditors are addressed to

non-executive directors/members or officers. They are prepared for the sole use of the
audited body. Auditors accept no responsibility to:

e any director/member or officer in their individual capacity; or
e any third party.
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A WD

The Use of Resources assessment evaluates how well councils manage and use their
resources. This is the fourth assessment carried out at the Council and is the last
under the Comprehensive Performance Assessment (CPA) framework. Next year
there will be a new assessment which will form part of the Comprehensive Area
Assessment (CAA). The Use of Resources assessment focuses on the importance of
having strategic financial management, sound governance and effective financial
reporting arrangements. These should support your Council in the achievement of its
priorities and improving services, whilst delivering value for money.

This assessment relates to the financial year 2007/08 and is based on the key lines of
enquiry for 2008. Changes to the criteria underpinning the key lines of enquiry were
consulted on in April 2007 and the final key lines of enquiry were published in August
2007. These changes were made to:

reflect developments in professional guidance, legislative requirements and best
practice; and

signal some of the changes proposed for the new use of resources under CAA,
smoothing the transition to CAA.

The overall use of resources assessment is made up of five themes. Judgements have
been made for each theme using the Audit Commission's scale, see Table 1 below.
This scale is used across its inspection and performance assessment frameworks.

Below minimum requirements — inadequate performance

Only at minimum requirements — adequate performance
Consistently above minimum requirements — performing well

Well above minimum requirements — performing strongly

In forming our assessment, we have used the methodology set out in the Use of
Resources Guidance for Councils 2008, which can be found on the Commission's web
site. We have also taken account of our findings and conclusions from previous years'
assessments and updated these for any changes and improvements to the Council's
arrangements.
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The five theme scores for London Borough of Tower Hamlets are outlined overleaf.
These scores are still subject to confirmation by our national quality control process.
This seeks to ensure consistency across all suppliers and on a national basis.
Consequently we are informing you that the scores reported here may change as a
result of national quality control and should not be taken to be final. Following
completion of national quality control, the Commission will notify you of your Council's
overall score for use of resources and supporting the theme scores. This is scheduled
for 8 December 2008.

This summary sets out our key findings in relation to each theme and key areas for
improvement.
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Use of resources judgements

Use of resources judgements

Table 2 Summary of scores at theme and KLOE level

Key lines of enquiry (KLOESs) Score | Score
2008 2007

Financial reporting 2 2

1.1 The Council produces annual accounts in accordance with 2 1

relevant standards and timetables, supported by comprehensive

working papers.

1.2 The Council promotes external accountability. 3 3

Financial management 3 3

2.1 The Council’'s medium-term financial strategy, budgets and capital 4 3

programme are soundly based and designed to deliver its strategic

priorities.

2.2 The Council manages performance against budgets. 3 3

2.3 The Council manages its asset base. 2 2

Financial standing 3 4

3.1 The Council manages its spending within the available resources. 3 4

Internal control 3 3

4.1 The Council manages its significant business risks. & 3

4.2 The Council has arrangements in place to maintain a sound 3 3

system of internal control.

4.3 The Council has arrangements in place that are designed to 4 4

promote and ensure probity and propriety in the conduct of its

business.

Value for money 3 3

5.1 The Council currently achieves good value for money.

5.2 The Council manages and improves value for money.
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The key findings and conclusions for each of the five themes are summarised in the
following tables.

Theme score -2

Key findings and conclusions

KLOE 1.1 The Council produces annual accounts in accordance with relevant
standards and timetables, supported by comprehensive working papers

The Council submitted its draft annual accounts in accordance with the timetable and in
line with legislation. The draft annual accounts were materially correct with the exception
of the cashflow statement. As reported in the ISA+260 report, and subsequently to the
Chair of the Audit Committee, the draft annual accounts also contained several non
trivial errors which the Council adjusted. Following these adjustments, an unqualified
audit opinion was given by the 30 September deadline.

Working papers provided to support the accounts have been strengthened, although
there is scope for further improvement especially around the final review process. The
timeliness of the Council's responses to audit queries improved from previous years.

The Audit Committee received an explanatory paper that explained the key terms in the
draft accounts. The paper did not explain to Members many of the key accounting
issues impacting on the Council's accounts e.g. the Housing Choice programme, links
with reports/events during the year etc. The Audit Committee approved the draft
accounts although there was little challenge or questions asked to demonstrate robust
scrutiny.

KLOE 1.2 The Council promotes external accountability

The Council promotes external accountability effectively. Agendas, reports and minutes
for meetings of full Council, committees and scrutiny panels are made available to the
public on the Council's internet on a timely basis.

The Council published an Annual Report following consultation with a range of
stakeholders. The Annual Report contains summary financial information that details the
Council's sources of income, revenue expenditure, capital spend and the balance sheet,
though some key technical terms eg capital charges could be better explained. The
Annual Report does not include details of the Council's environmental footprint.
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Theme score -2

Improvement opportunities

KLOE 1.1 The Council produces annual
accounts in accordance with relevant
standards and timetables, supported by
comprehensive working papers.

KLOE 1.2 The Council promotes
external accountability.

Improved quality assurance would help
ensure that the annual accounts are prepared
with fewer non trivial errors.

The explanatory report on the draft accounts
to Members could be strengthened to include
more specific financial information and
explanations of key issues impacting on the
accounts.

The level of Member challenge to the
accounts prior to them being approved could
be improved.

The summary financial information provided
in the Annual Report should contain
explanations on key technical terms.

The Annual Report or similar document could
include an analysis of the Council's
environmental footprint.

Page 57



Theme score - 3

Key findings and conclusions

KLOE 2.1 The Council’s medium-term financial strategy (MTFS), budgets and
capital programme are soundly based and designed to deliver its strategic
priorities.

The Council's financial strategy and budgets are soundly based and designed to deliver
its strategic objectives. The Council reviews its medium-term financial strategy on an
annual basis. The plan models income and expenditure and balances over 3 years and
is linked to the Council's key strategic objectives and communicated to staff and
stakeholders.

The Council has set balanced budgets over a 3 year period. This process has increased
the amount of certainty of planning for this year and the next two years. This has
reduced the need for 'knee jerk' discussions on savings to set a budget for the current
year and enabled more long term strategic discussions to take place.

Budgets are linked to business, activity plans and risk assessments. Budget holders are
involved in the budget setting process and the budget is approved by senior
management and the Cabinet.

The Council regularly reviews financial management arrangements, and keeps the
financial services function under review.

KLOE 2.2 The Council manages performance against budgets.

The Council's budgetary control arrangements are operating effectively. The budget
allocates resources to major spending activities and programmes and separately
identifies revenue and capital items.

The Council’s budget monitoring is predictive, related to operational activity indicators
and is risk based. The Executive is focused on key variances, and there is evidence that
these are acted upon. Significant balance sheet items are not though included in budget
reports to Cabinet.

Savings and efficiency gains are profiled over the year and are monitored by senior
officers and members. Relevant non-financial and financial information, in addition to the
budget, is used by senior officers. Where departmental overspends have occurred,
action plans have been drawn up and they have been managed with no adverse impact
on service delivery.

A training programme is used to provide training on financial issues for Members and
relevant non-finance staff.
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Theme score - 3

KLOE 2.3 The Council manages its asset base

The Council has a designated corporate property function. There is an up to date
corporate capital strategy in place which is linked to corporate objectives and the
medium-term financial and asset management plans.

A corporate fixed asset register is maintained and the Council has undertaken
reconciliations to other systems to ensure it was up to date by the end of 2007/08. The
Council makes investment and disposal decisions based on thorough option appraisal
and whole life costing. Members have approved plans to address backlog maintenance.

The Council is in the process of implementing an asset database which will include data
on the efficiency, asset values and running costs of all the Council's buildings. Work
begun on this in the last few months in 2007/08 and is ongoing.

Improvement opportunities

KLOE 2.2 The Council manages Budget monitoring reports to Cabinet should

performance against budgets. include balance sheet items as well as
revenue items.

KLOE 2.3 The Council manages its Finalise the implementation of the asset

asset base. database and ensure this incorporates all data

on the efficiency, asset values and running
costs of all of the Council's buildings.
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Theme score -3

Key findings and conclusions

KLOE 3.1 The Council manages its spending within the available

The Council sets a balanced budget that takes account of cost pressures and service
developments and has a good record of maintaining its overall spending within budget.

The Council monitors and maintains its levels of reserves. At 31 March 2008 the General
Fund reserves had moved slightly outside the range determined by the Council's agreed
policy as a result of better than expected returns on cash investments due to higher
interest rates. The position was reported to Members and changes have been made to
the medium term financial plan in that there is no longer a need to set aside funding to
increase the reserve.

Monitoring information is available that evaluates the effectiveness of recovery actions
and the associated costs and the Council is aware of the cost of not recovering debt
promptly. The Council has set challenging targets for income collection, although in
2007/08 some of these, including Council Tax and sundry debtors, were not achieved.

The Council has set up a Collection Forum which is chaired by an 'income champion'
and has commissioned a feasibility study on debt management arrangements.

Improvement opportunities

KLOE 3.1 The Council manages its Strengthen processes to ensure that income
spending within the available collection targets are achieved.
resources.
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Theme score - 3

Key findings and conclusions

KLOE 4.1 The Council manages its significant business risks

The Council manages significant risks effectively through a corporate risk management
framework. The risk management process is reviewed annually and specifically
considers risks in relation to significant partnerships.

All appropriate staff receive relevant risk management training. Members with
responsibility for corporate risk management also receive risk management training and
regular reports to ensure that corporate business risks are being actively managed.
Members have received training materials on risk management where they haven't
attended training courses.

Reports supporting strategic policy decisions contain a risk assessment but do not
contain a sustainability impact appraisal.

KLOE 4.2 The Council has arrangements in place to maintain a sound system of
internal control

The Council has put in place an assurance framework which is embedded in the
Council’s business processes and maps the Council's strategic objectives to risks,
controls and assurances. The framework provides members with information to support
the Annual Governance Statement.

Compliance with standing orders, standing financial instructions and the scheme of
delegation is monitored by management and they are updated as appropriate along with
procedure notes/manuals for the key financial systems.

The Council has implemented and tested its business continuity plans. However, they
have not reviewed those of their partners or contractors.

The Council introduced a cross party Audit Committee in March 2008 which has
strengthened its independence.

KLOE 4.3 The Council has arrangements in place that are designed to promote and
ensure probity and propriety in the conduct of its business

The Council can demonstrate that its members, officers and agents exhibit high
standards of personal conduct and that a strong counter fraud culture exists across
departments.

The risk of fraud and corruption is specifically considered in the Council’s overall risk

management process and the use of publicity in successful cases of proven
fraud/corruption is considered to raise awareness among staff and the public.

The Council has a track record for effective action in response to whistleblowing
disclosures and weaknesses revealed have been reviewed and internal control
arrangements strengthened.

The Council can also demonstrate that effective action has been taken to maximise the
potential available through the National Fraud Initiative.
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Theme score - 3

The Council has continued to strengthen arrangements for preventing and detecting
fraud relating to grant funding awarded to third parties. All projects approved for funding
are subject to conditions clearly stated in the service level agreements. This includes
agreed levels of primary funding to be in place, agreement of confirmation of outputs,
and confirmation that agreements and outputs are not duplicated. In addition, all
monitoring information must be submitted to the Council together with clear evidence of
delivery and achievement of agreed outputs and milestones. Claim workshops are also
obligatory for all organisations in receipt of awards.

Improvement opportunities

KLOE 4.1 The Council manages its Ensure all reports to support policy decisions

significant business risks. and initiation documents for all major projects
include a sustainability impact appraisal.

KLOE 4.2 The Council has The Council should obtain assurance, on a

arrangements in place to maintain a risk basis, of the viability of its significant

sound system of internal control. contractors’ / partners business continuity
plans.
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Theme score - 3

Key findings and conclusions

KLOE 5.1 The Council currently achieves good value for money

The Council continues to perform well and has continued to achieve high ranking
performance across many services. For example, children’s services which, in 2007, was
rated three stars by OFSTED and in 2008 achieved an overall score of four in the JAR.
Adult social care also maintained its rating from CSCI of three stars in 2007. The delivery
of many high quality services is recognised by the local population and there is high and
improving user satisfaction with the majority of Council services.

While performance is good, spending across many services remains comparatively high
as the borough is one of the most deprived areas in the country with low income levels
coupled with high unemployment. The Council is focused on delivering value for money
and continues to explore ways of reducing costs. This is leading to efficiencies being
achieved in certain areas such as aspects of children’ services, where unit costs are
reducing.

Spending patterns, including areas of comparatively higher spend are clearly in line with
policy decisions and priorities. Investment is directed to under performing services and
the capital programme is focused on delivering both national and local priorities. It is
being used effectively to fund improvements to services such as CCTV, better street
lighting and upgrading parks.

KLOE 5.2 The Council manages and improves value for money

The Council has good processes in place to review and challenge services and improve
value for money. The budget setting process challenges service areas to benchmark
their service using comparative cost information, identify efficiencies and demonstrate
how value for money has been achieved.

A programme of VFM reviews of high cost services has been implemented and the
resulting action plans are monitored by the Efficiency Board to ensure improved value for
money. This has resulted in efficiencies and savings across many priority areas.
Efficiency targets have been met and a programme of further efficiencies is being
planned for the next three years.

Value for money is being improved through procurement and use of ICT. The Council is
using an effective approach to procurement through the Tollgate process which is
applied to all significant procurement activity. Effective procurement has led to savings
being achieved in some service areas such as highways, energy provision and agency
staff costs. There is growing use of consortia and collaborative activity to improve VFM
and plans are developing to maximise the potential of partnership resources.
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Theme score - 3

ICT is being used to secure service improvements as part of the accommodation strategy
with new ICT desk top services to enable more flexible working. However while this is
positive, the potential of ICT is not currently being fully utilised to secure value for money
across all high costs services. Revisions to the ICT business case process means
service areas will need to give a clear rationale for IT investment with identified intended
outcomes. This provides a good basis for identifying how ICT can improve VFM.

Improvement opportunities

KLOE 5.1 The Council currently The Council should continue to drive
achieves good value for money efficiencies and reduce costs.

KLOE 5.2 The Council manages and Continue to develop ways of linking cost and
improves value for money. performance information together so that both

Members and officers can identify whether
value for money is improving.

Maximise the potential of ICT to improve VFM
particularly in high cost services.
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The Council's performance demonstrates that overall it continues to perform well.
There were improvements in many areas including the preparation of the accounts and
working papers, sound financial planning being taken further forwards and on aspects
of asset management, albeit with the score not changing. Thus the overall direction of
travel was positive.

While this is the final year for the current Use of Resources process, the Council is
encouraged to consider our improvement opportunities as we believe that, regardless
of the way Use of Resources is measured, they can assist the Council in continuing to
strengthen its overall arrangements.

From 2008/09, the auditors' assessment of use of resources will be based on new key
lines of enquiry and will form part of the new performance assessment framework for
local government and its partners, known as CAA.

Key lines of enquiry for use of resources were published in May 2008 following
consultation. These reflect the needs of CAA and incorporate a number of
improvements including: a clearer focus on value for money achievements and further
emphasis on commissioning of services, outcomes for local people and partnership
working.

The assessment is structured into three themes:
managing finances: sound and strategic financial management;
governing the business: strategic commissioning and good governance; and

managing resources: effective management of natural resources, assets and
people.

The approach to use of resources will continue to be risk based and proportionate,
drawing on evidence from previous years where relevant. Not all key lines of enquiry in
the managing resources theme will be assessed each year.

The Commission will specify each year in its annual work programme and fees
document which key lines of enquiry will be assessed in that year.
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The Audit Commission is an independent watchdog, driving economy, efficiency and
effectiveness in local public services to deliver better outcomes for everyone.

Our work across local government, health, housing, community safety and fire and rescue
services means that we have a unique perspective. We promote value for money for
taxpayers, auditing the £200 billion spent by 11,000 local public bodies.

As a force for improvement, we work in partnership to assess local public services and
make practical recommendations for promoting a better quality of life for local people.

If you require further copies of this report, or a copy in large print, in Braille,
on tape, or in a language other than English, please call 0844 798 7070.

© Audit Commission 2008

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 0844 798 1212 Fax: 0844 798 2945 Textphone (minicom): 0844 798 2946

www.audit-commission.gov.uk
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Status of our reports

The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit
Commission explains the respective responsibilities of auditors and of the audited body.
Reports prepared by appointed auditors are addressed to members or officers. They are
prepared for the sole use of the audited body. Auditors accept no responsibility to:

« any member or officer in their individual capacity; or
e any third party.
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Under the Audit Commission's Code of Practice, as external auditors of the London
Borough of Tower Hamlets (‘the Council’), we are required to undertake an audit on
the Council's financial statements and to give an opinion as to whether they present
fairly:

the financial position of the Council as at 31 March 2008 and its income and
expenditure account for the year ended; and

the financial transactions of its Pension Fund during the year ended 31 March 2008
and the amount and disposition of the Fund's assets and liabilities.

In order to support our financial statements work, we are required to comply with the
International Standards on Auditing (ISAs). This includes the requirement to document
and assess the reliability of the information produced by the Council's main financial
systems. This involves carrying out annual walkthrough tests and cyclical testing of key
controls.

In addition, The Government Resources and Accounts Act 2000 provided the
framework for the preparation of Whole Government Accounts (WGA). Section 10 of
this act requires the Council to provide information to support WGA by submitting a
consolidation pack. As the Council's external auditors we are required to give an audit
opinion which states whether the pack is consistent with the Council's financial
statements.

This report sets out the main findings and conclusions from our work on the Council's
financial systems, financial statements and on the WGA consolidation pack. The report
focuses on the key matters that the Council should consider addressing as part of their
closedown process in 2008/09.
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To comply with the ISAs we are required to fully understand the Council's internal
control environment and to assess the risks of financial misstatement. We have
identified and documented the Council's material systems and this year tested the key
controls on the general ledger, payroll, fixed assets, treasury management and council
tax.

We have continued to work closely with Internal Audit and placed reliance on their
work in a number of areas. Prior to placing reliance on their work, we reviewed their
files and re-performed a test for a sample item.

The results of our systems work, together with risks identified from analytical reviews
of the Council's draft financial statements, review of technical guidance and our
cumulative knowledge of the Council were used to inform our financial statements
testing strategy.

Specific risk based tests were devised to address the risks identified. We are also
required to undertake certain mandatory tests which include:

agreement of figures in the financial statements to the Council's general ledger
system,;

checking compliance with the Statement Of Recommended Practice (SORP);
testing material journals;

testing cut off arrangements; and

substantive testing on bank account reconciliations.

Issues and potential misstatements identified as part of our financial statements testing
were discussed with senior officers in corporate finance. Where the misstatements
were deemed to be significant, the Council adjusted their financial statements.

To give an opinion on the WGA consolidation pack we are required to undertake the
following work:

review the consolidation pack, to ensure it is free from error messages;

ensure that the consolidation pack is consistent with the Council's financial
statements;

agree the net cost of services worksheet to supporting working papers; and
identify and test a sample of significant intra group transactions.
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The Council's draft financial statements were approved by the Audit Committee on the
30 June 2008. Upon completion of our work we gave an unqualified audit opinion on
the Council's financial statements and the Pension Fund statements on

30 September 2008. We also confirmed that the WGA consolidation pack was
consistent with the Council's financial statements and this was sent to central
government on 1 October 2008 in line with the timetable.

We are required under ISA260 to formally report key issues and concerns arising from
our audit, prior to issuing the opinion, to those charged with governance, which for the
Council is the Audit Committee. The Audit Committee considers the issues raised and
action taken by officers and then confirms they are satisfied with the outcome. We
reported the following issues to the Audit Committee on 18 September 2008:

the cash flow statement contained eleven errors. Some of these were material and
ranged from £25,000 to £27,457,000;

the financial statements included net internal debtors of £5.8 million that should
have been removed from the balance sheet;

the incorrect accounting treatment of premiums totalling £3 million arising as a
result of repayment of loans by Central Government following the transfer of
Council dwellings under housing choice; and

the Council used the incorrect guidance to calculate the rental constraint allowance
which resulted in housing subsidy receivable being overstated by £181,000.

The Council adjusted the draft financial statements to correct these errors.

At the Audit Committee on 18 September 2008 it was agreed that we would liaise with
the Chair of the Audit Committee if anything arose from the issues outstanding that we
needed to report to those charged with governance. Two of the outstanding issues
resulted in the identification of further non trivial errors. The Council decided to adjust
for the following errors which we reported to the Chair of the Audit Committee:

the Council had calculated actual service charges for 2007/08 and identified a
difference of £1,567,000 between estimates included in the accounts for income
and amounts that will be invoiced; and

the Council reclassified £615,000 of expenditure in relation to the removal of
asbestos from buildings, which was initially included as a fixed asset addition
(capital expenditure), as HRA revenue expenditure.

We also identified a few non trivial errors during the audit and these were included
within the appendix of our ISA260 report. The Council amended their financial
statements and the WGA consolidation pack to correct these errors.
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Overall we found that the quantity and quality of the Council's working papers available
at the start of the audit had improved. It was evident that more working papers had
been reviewed by finance managers than in previous years. However, the amount of
presentational and disclosure errors that we identified in the initial review of the
financial statements concerned us as it appeared that there was insufficient time for
senior officers to complete a detailed quality review of the final draft statements at the
end of the process.

We reported in previous years that there were significant delays in responding to audit
queries and requests for further information. We are please to report that the response
times to audit queries had improved from previous years.

There are a number of new challenges facing the Council in preparing their financial
statements over the next few years, including the preparation of group accounts taking
account of the Housing Arms Length Management Organisation and the introduction of
International Financial Reporting Standards in 2010/11. Our recommendations
attached in Appendix 1 should be implemented alongside any changes in processes
required for these changes.
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This section focuses on the key matters arising from the systems and financial
statements audit. In addition to the issues mentioned in the report, a number of other
minor issues that were identified throughout the audit have been fedback to officers in
corporate finance to assist the closedown process in future years.

Our walkthrough and key controls testing of the Council's material financial systems
demonstrated that controls were generally working as designed. We have placed
reliance on internal audit work and incorporated their findings into our risk
assessments. Internal audit made specific recommendations in their reports and we
have not repeated these here but endorse their recommendations. Our testing
identified the following matters arising:

the Council disposed of 34 Linford Drive in 2007/8. The asset had not previously
been included on the Council's asset register; and

the Council had problems in migrating data from previous service charges systems
and providing audit trails for service charges estimates.

Complete the implementation of the Council's asset database ensuring that all data
is cleansed and reconciles with records held within directorates.

Review the basis of calculating service charge estimates.

The Council provided working papers to support the financial statements by the
submission deadline of 30 June 2008. The working papers provided to support the
financial statements were more comprehensive than in previous years, and had been
reviewed by finance managers. There was a noticeable improvement in the quality of
the working papers provided to support capital balances.

Last year we reported that responses to several audit queries and requests for further
information remained outstanding for a significant period of time. This year the Council
were more proactive in following up queries, and the majority of queries were resolved
within a realistic timeframe. Where the Council had difficulties providing information on
a timely basis, auditors were given regular updates on the progress made to resolve
the query.
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The Council's closedown plan included arrangements to ensure the financial
statements were subject to a quality assurance review by senior officers in corporate
finance. However, due to slippage in the closedown programme, there appeared to be
insufficient time for officers to undertake a detailed quality assurance process on the
draft statements approved by the Audit Committee.

Our audit identified a significant amount of presentational and disclosure errors within
the financial statements. These errors included incorrect cross referencing, casting
errors, notes not agreeing to the figures on the primary statements and inconsistencies
between the foreword and the main statements. In addition, there were a significant
number of errors contained within the cash flow statement. We would expect a good
quality assurance process to have identified these errors prior to the statements being
approved.

The Council should ensure that sufficient time is built into the closedown process to
undertake a detailed quality assurance review of the draft statements.

The Council need to strengthen monitoring arrangements to prevent any slippage in
the closedown process from impacting on the quality assurance review.

The financial statements presented for audit were largely compliant with the SORP.
However, the financial statements did not include a note on Local Authority
Agreements, and the leases note did not comply with the disclosure requirements of
the SORP.

The related party transactions note did not disclose Tower Hamlets Primary Care Trust
as a related party even though the Council has a pooled budget with this body and
have a number of joint appointments between the bodies. In addition, one senior
officer and one member had disclosed that they are members of organisations that
receive funding from the Council. However, these were not included within the related
party note.

The Council should review all the notes to the financial statements and ensure that
they are compliant with the SORP.

Ensure that all senior officers and member's disclosures are considered when
compiling the related party transaction note.
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This was the first year that the Council was required to include an Annual Governance
Statement within their financial statements. We found that the Annual Governance
Statement was consistent with the guidance and our knowledge of the Council. A
comparison with other authorities highlighted the following areas that the Council
should consider strengthening in future years:

the section on identifying and communicating the Council's vision of its purpose
and intended outcomes for citizens and service users should clearly cover these
areas;

the Council has disclosed the governance arrangements in its most significant
partnership, but it should expand on the governance arrangements in other
partnerships; and

in the significant governance issues section the Council should be more explicit on
the actions and recommendations that are being implemented to address
significant issues.

The Council should strengthen the Annual Governance Statement in the following
areas:

communicating the Council's vision;

expanding the governance arrangements in respect to partnerships to include all
partnerships; and

actions and recommendations to address significant governance issues.

A detailed review of the STRGL was undertaken in 2007/08. We identified the following
significant entries that were incorrectly included within the STRGL. The Council
subsequently amended their financial statements to remove these entries.

Movements between insurance reserve and provision of £4,317,000 should have
been coded to the income and expenditure account and not included on the
STRGL.

The write off of government grants deferred of £14,834,000 should have been
coded to the income and expenditure account.

Premiums of £10,850,000 were reclassified as interest payable in the income and
expenditure account. Originally the Council had sought guidance from CIPFA, the
Local Authority's Accounting Panel and other Local Authorities regarding the
treatment of repayment of premiums of housing stock overhanging debt but had
not received a response from these bodies and decided to net off the repayment
from the impairment.
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There is no impact on the overall general fund surplus as a result of these adjustments
as all entries are reversed out through the statement of movement on the general fund
balance.

The Council should review all gains and losses and ensure that they are correctly
classified.

We are please to report that an analytical review was received at the start of the audit
which compared outturn figures to last year and to budget, and that this was
undertaken on a Best Value Accounting Code of Practice (BVACOP) basis.
Explanations were received for significant variances. This was an improvement from
previous years.

In previous years we have reported that our testing had identified income and
expenditure coded to the incorrect year. The Council has strengthened arrangements
in this area as our audit testing did not identify any problems in this area in 2007/08.

The Council had reviewed, updated and reconciled their fixed asset register to records
held within corporate directorates and to supporting legal documentation during the
year. Capital entries within the financial statements were subject to a more rigorous
review process than in previous years. As a result of these processes, there was an
increase in the quality of the working papers supporting capital entries in the financial
statements. Response times to queries from the capital section also improved from
previous years.

The Council capitalised £615,000 relating to the removal of asbestos from Council
Houses. After investigation, the Council found that, from their evidence, the
expenditure did not meet the capitalisation criteria of either adding to the asset value or
increasing the asset life. The Council amended the financial statements and classified
the expenditure as repairs and maintenance expenditure. This reduced the HRA
surplus by £615,000.

The Council should ensure that all expenditure that is capitalised meets the
requirements of FRS 15.
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Audit testing identified the following two errors to the HRA that were considered
non-trivial.

The Council's service charges income included within the HRA were based on
2006/07 estimates updated for inflation. At the time of preparing the financial
statements the Council had updated information that should have been used as a
basis for their estimate. When the Council calculated their 2007/08 final service
charges there was a difference of £1,567,000 from their estimate.

The Council calculated their rental constraint allowance at £951,000 using the
2006/07 guidance rather than the revised guidance issued for 2007/08. This
resulted in the Council overstating subsidy receivable by £181,000.

The Council amended their accounts for the above errors which reduced the HRA
surplus by £1,748,000.

We identified a few disclosure issues that related to the treatment of overhanging debt
resulting from housing choice programme and subsequent repayment of the Council's
debt by Central Government. The Council agreed to adjust their disclosures in relation
to these transactions. The main impact of the adjustments was a transfer of £3 million
of premiums from the HRA to the general fund. However, the adjustment does not

have any impact on Council tax payers or on housing rent levels, as the adjustment is
reversed out through the statement of movement general fund and HRA balances.

The Council should base estimates for service charges income using the latest
information available at the time of preparing their financial statements.

The Council strengthen its processes to identify and implement all changes in
government legislation that impact on the financial statements.

Included within the debtors balance of £119 million there was a balance of £5.9 million
that related to amounts owed to the Council by schools with only £105,000 showing
within creditors for amounts the schools were showing as being owed. Therefore, net
internal debtors relating to schools balances of £5.8 million were included within the
Council's financial statements. The Council corrected their financial statements by
reducing net debtors and schools balances by £5.8 million.

The Council incorrectly coded a new rent sundry tenants account to the debtors
balance when it should it should have been coded to cash and bank. The Council
adjusted their financial statements by increasing the cash balance and reducing
debtors balance by £878,000.
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Internal debtors and creditors should be removed from the financial statements.

The Council should ensure that new accounts are correctly coded on the balance
sheet.

The Council are required to disclose the fair value of their borrowings in a note to their
financial statements. To obtain the fair value of loans the Council used the advice of
Sector. For Public Works Loan Board Loans (PWLB), Sector estimated the fair value of
loans on the basis of PWLB's terms for new loans.

The basis used by Sector is different to that envisaged by the relevant financial
reporting standard, FRS26 which requires PWLB loans to be valued on the basis of
redemption values as at 31 March 2008. The difference of £6.5 million does not impact
on the Council's Income and Expenditure Account and Balance Sheet. The Council
amended the note to their statements.

The Council included £16 million of reserves that related to the HRA within the general
fund earmarked reserves. The Council agreed to amend their financial statements and
transfer these reserves to the HRA.

The Council disclosed their operating leases in respect of Mulberry Place and
Anchorage House. However, the Council has smaller leases on equipment and
information technology that should also have been disclosed. In the future, the
identification of all leases is likely to have a higher profile as they will need revisiting as
part of the implementation of International Financial Reporting Standards.

The annual payments of all operating leases should be disclosed in the financial
statements.

The Whole Government Accounts consolidation pack was submitted on a timely basis
which enabled us to achieve the deadline for submission of 1 October 2008. The pack
presented for audit contained a few cells with validation errors. In addition, there were
a number of presentational errors identified in the pack which we would have expected
to have been identified through the review process. The consolidation pack was
amended by the Council.
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The consolidation pack should be subject to a detailed review by a senior officer
with validation errors identified and removed.

The Council's Housing Arms Length Management Organisation (ALMO) commenced
during 2008/09. As a result the Council will be required to complete group accounts for
the first time in 2008/09. The Council will need to ensure that there are strong
arrangements in place to incorporate the ALMQO's transactions and working papers into
their accounts closing process. There will also need to be strong arrangements in
place to enable audit queries to be answered on a timely basis.

The first local authority International Financial Reporting Standards (IFRS) based
accounts are due to be prepared for 2010/11. This is quite a challenging timetable as
many of the 2009/10 figures will need to be restated on an IFRS basis, which may
require preparatory work during 2008/09. Some of the main areas the Council will need
to focus on are:

PFl schemes;
leases;
fixed assets; and

annual leave accruals.
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The way forward

The way forward

46 The key areas which require attention, together with our recommendations, are set out
in the Action Plan at Appendix 1. Officers in corporate finance have been provided with
a schedule which contains all the errors and uncertainties identified in the audit, and
should refer to this when closing the accounts in 2008/09. We will assess the extent to
which the Council has addressed these issues as part of the 2008/09 audit.
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The Audit Commission is an independent watchdog, driving economy, efficiency and
effectiveness in local public services to deliver better outcomes for everyone.

Our work across local government, health, housing, community safety and fire and
rescue services means that we have a unique perspective. We promote value for
money for taxpayers, auditing the £200 billion spent by 11,000 local public bodies.

As a force for improvement, we work in partnership to assess local public services
and make practical recommendations for promoting a better quality of life for local
people.

If you require further copies of this report, or a copy in large print, in Braille, on tape,
or in a language other than English, please call 0844 798 7070.

© Audit Commission 2008

For further information on the work of the Commission please contact:

Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
Tel: 0844 798 1212 Fax: 0844 798 2945 Textphone (minicom): 0844 798 2946

www.audit-commission.gov.uk
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Agenda ltem 81

REPORT TO: DATE CLASSIFICATION REPORT NO. | AGENDA NO.
Audit 06 January

Committee 2009

REPORT OF:

Corporate Director, Resources Revised Audit Plan for 2008-09
ORIGINATING OFFICER(S): Ward(s) Affected: N/A

Service Head, Risk Management

1. Summary

This report provides an update of audit activity planned for this financial year and reflects changes made to the
original internal audit plan as a result of changing priorities of the authority and the resources available to perform
audit work.

2. Recommendations

2.1 The Audit Committee is asked to note the contents of this report and to
endorse the changes to the 2008/09 internal audit plan.

3. Background

3.1 The original internal audit plan was prepared at the start of the current
financial year and was presented to the Audit Committee for endorsement
in March 2008. The internal audit plan was formulated using the
governance model whereby four key areas were assessed for all
operations of the Council and prioritised. Details of the governance based
Audit Assessment methodology and the Audit Strategy are attached at
Appendix 3. The audit plan also made provision for review of key financial
systems, proactive fraud work and reactive fraud work.

3.2 In line with the internal audit strategy, the plan has been refreshed and
some changes made to the original annual audit plan. The reasons for
this are as follows:

° Requests from officers to perform audits that were not originally
planned;

. Changes made to existing systems and the need to allow a period
of bedding in;
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Make use of days provided in the original plan that had not been
allocated to specific audits;

To avoid duplication of work with either the external auditor or other
assurance provider; and

Additional commitment to unplanned work.

4. Updated Internal Audit Plan for 2008/09

4.1 Appendix 1 summarises audits that have been added to or deferred from
the original internal audit plan. Appendix 2 shows the updated internal
audit plan following the changes and provides for provision of unallocated
days which could be used for specific audits at the request of
Directorates, thus retaining some flexibility in the plan. In summary, the
updated internal audit plan still shows a total provision of 1,880 audit days
to be delivered in the current financial year. The summary below shows
how the plan has changed.

Number of days originally planned 1,880

Plus: Additional audits added to the plan 125
(Please refer to Appendix 1)

Less: Allocation of days to specific audits 125
(Please refer to Appendix 1)

Number of days per the amended plan 1,880

5. Comments of the Chief Financial Officer

5.1  These are contained within the body of this report.

6. Concurrent Report of the Assistant Chief Executive (Legal

Services)

6.1  There are no immediate legal implications arising from this report.

7. One Tower Hamlets

7.1 There are no specific one Tower Hamlets considerations.

7.2 There are no specific Anti-Poverty issues arising from this report.
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8. Risk Management Implications

8.1 The re-profiling of audits is to ensure audit resources are devoted to high
risk areas that require assurance for management.

9. Sustainable Action for a Greener Environment (SAGE)

9.1 There are no specific SAGE implications.

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

Brief description of "background papers" Contact :
Minesh Jani, 0738
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Appendix 1
A Summary of Changes to the Internal Audit Plan — 2008/09

Auditable Area Directorate No. of days
Audits Added / Amendments to the

Original Plan

Blue Badges CLC 15
Transport Recharges CLC 15
Income control AHW 15
Bow Bengali Forum financial audit D&R 15
Management of Commercial Property D&R 20
Portfolio

The Oval D&R 5
Community empowerment network — D&R 5
inquiry and Devanant Centre

Follow ups THH 20
Horticulture contract monitoring THH 15
Sub Total 125
Housing repairs THH 20
Single Assessment AHW 15
Reconciliation of payroll accounts Res 10
Household Recycling CLC 20
Use of Unallocated days THH 20
Use of Unallocated days Childrens Services 20
Use of Unallocated days AHW 10
Use of Unallocated days D&R 10
Sub Total 125

Page 88



ol
Gl
Gl
Gl
€l

< N~ 00 O

sageq

088°L
0L€
04
144"
0g
G0O¢
G9
G
Gel
Gol
16€

Ge
Gel
sAe(] yipny

1 95ed

uoisinoid [ejol

uoisinold pnels aAljoeal pue Juswabeuew ‘dn mojjo4
pneu} aA130E-01d pue \4A

s)pne ABojouyoa ] uolewlou|
Jpne joesuon

swia)sAs |eloueul) 8109 % Sa0IN0SAY
Buiaqjiapn pue yyesH yInpy
[emauay ¥ juswdojaaaq

BuisnoH s)a|wey Jamo |

aInynD 9 Sal}I|ed07 ‘SaIUNWWOD
S92IAISS SUBIP|IYD

S,9AIIN03XT JaIYD Jue)SISSy

SMBIA3I 3PIM—{IoUN0) pue swalsAg ajelodio)

60/800C — NVd 11NV TVNJ¥3ILNI A3SIA3IY
SL13TNVH ¥3MO] 40 HONOYJOY NOANOT

Z Xipuaddy

Page 89



S9JIAIOS

‘S|d [1ounoQ jo
Ajpijea pue Aoeinooe
‘ssaua)e|dwod
2INSUD 0} YoM

7 98eq

"SJ0)JEeOIpUl 8ouBwW.IOMad |EDO] SWOS pue
S|dAg 3U} Jo sssulsnqod ay} ysi|igelss
0] sJojipne [eulaixa ay} yum Apuiof

SJ0OJeoIpuU| SoUBWIONSd
Auoyiny |20 Jayjo
pue anjea }saq Buipnjoul

Page 90

9AI}09Yd pue Jualdlyy  Jjo swwesboid |enuuy 0S H 3JIOM 0O} S| M3IA8I SIU} Jo asodind ay ] Juswabeuew uojewlou|
‘aweyos
8y} JO SSBUBAJ08YS8 pue Aoenbape sy} uo
saoueInsse aAIb 0} %99S |[IM )| "SI801}0
'800¢ JOIUSS SholleA 0} AJluoyine Jo S|aAs)
CERIVVELS Aenuer ui sisAjeuy a)ernidoidde bunebsjap 1o} sjuswabuelie
9AI}99}J3 pue Ju3idIy] SpasN Hpny wou4 ol H $,|IOUNOYD 8y} UO SN0} [|IM MBIASI SIY L uonebsjaq Jo swayos
"90IAJBS 8U]} 0} UOljE}IpaIOOe
. ‘sysanbal Aiessaoau ay) Buluieyqo ui jsisse
Aunyoddo Juswabeuew OS|E ||IM M3IA8] 8y “Jun sjuieidwo)
Jo Ayenba panoidu pue 800z Atenuepr ajesodio) s 1ouno) ay) Ag palsisiuiwipe
*S92IAIDS Ul JUBWISSaSSY sjuiejdwo9 Bunoyuow pue Buibeuew Joy siedwo)
9AI}09440 pue Jualdiy] SpasN Hpny wou4 Gl 1] sjuswabuelle ay} mainal [IMmYipNe Siyl  ajelodio) jo Juswabeuely
‘ABojopoyiaw piepuels ay} yum
aoueldwod Joyuow 0} syosfoid oibsjens
Jo g|dwes e malnal |[IM BAN |IOUN0D By}
Jo spued ||e Aq paljdde ale Ajioyine ay
Kg padojanap s|00} 8y} ainsua 0} s| 2doos
sjsanbal INQO "800z Asenuer ul payoune| sem
Juswsbeuew ABojopoyiaw ay] |1ouno0) sy} ssoloe
pue go0g Atenuep Juswabeuew 108foid pue swweiboid
*S9JIAIOS Ul JUBWISSOSSY aAoays 1oy ABojopoyisw piepuels
9AI}99440 pue Juaidiy] SpasN Hpny wou4 0z H e padojanap Apuadal sey Ajioyine ay | juswabeuepy 108foid
SwojSAS 9je10dio)
sfeq JUIWISSISS Y
sanLIoLd dje10d10D) YA Ul ypny jo 3dunog npny sty adoag peoug wa)sAg s[qepny

60/800C — NV'Id LIANYV TVNYHALNI A4SIATA



S9JIAIOS
9A1}9349 pue Jualo

sanIold deiodio) yum yury

800¢
Aenuer ul sisfjleuy

SPaaN JIPNY Wo. 4

}IpNYy JO 321Inog

¢ o93eq

0¢
‘|oAs| 92IAISS Je
os|e pue ajelojoaliq ‘0168)ens e |1ouno)
ayj 0] sysil Aey Buibeuew pue Buissesse
‘BuiAyiuapi 1oy aoe|d ul syuswabuelie
JO ssaupunos ay} uodn Jodal pue mainal
[IM }JIpNe SIY| "YJoMBWeld aouUeINSSy
s} jo Jed juenodwi ue ale sjuswabuele
0z H Juswabeuew sl S, [1IoUN0D By |
ske(q JUDWSSISSY
Hnpny ASry adoog peoag

60/800C — NV'Id LIANYV TVNYHALNI A4SIATA

Juswssasse
ysll [euonelado
0} J08lqns pajeoo|e aq 0]

uswabeuey ysiy

SwiajsAS oje10dI0)

WI)SAS dqeypny

Page 91



*Ayunyuoddo jo Ayenba
paAoidwi pue sa2IAI9S
9AI}O34)9 pue juaidiyy

juswiuie)je jeuol}eonpa
pasealoul pue SadIAISS
9A}99Yd pue JUBIdYT

*ualp|iyo ajqesaujna
10} awo93no parosduwy

juswiuie)je [euoleoNpPd
pasealoul pue SadIAI9S
9AI}99Yd pUe JUBIdYT

‘SIJIAIDS
9AI}99Yd pUe JUBIdYT

sanLIoLd eaodao) ym yur

1senbal juswabeuel

'800¢Z Asenuer ul
sisAjeue spasN lipny
pue 09 Jejsifal ysiy

'800¢
Kienuer ui sisAjeue

SpasN }Ipny pue
61090 Ja)sibal ysiy

800z AJenuer ul
sisAjeue spasp }ipny

}Ipny Jo 321nog

Gl

Gl

Gl

0¢

Gl

sAeq
npny

¥ 9%ed

JUDWISSISSY
Asrq

"90IAISS S|EaUAN
uo s|es|\ Jo 10adsal ul paAledal swooul
Jo} Bununoooe pue Bupjueq ‘Bunos)oo
10} swa)shAs aulwexa |Im Jipne siyl

‘'sailjigesiq ypm ualp|iyd pue uaipiiyo
Jaye paxoo buuoyuow pue Builjjonuod
‘Buibeuew Joy sjuswabuelle uonoslold
PIIUd s Ayioyine sy} mainsl [|im Jipne siy L

‘aAneniul 4S9 ay)

Jo Buriojuow pue juswabeuew josfoid
pue swwelboid Jo} syuswabuelle ay)
MB3IABJ 0] 8¢ p|NoMm lipne siy} Jo 8doos ay |

"SJoY}0 pue slap|oyaye)s ‘siowosnd

S])I Y}IM SUOIIBOIUNWIWOD [eulaul

pue [BuIslxa s,|1ouno) ayj buibeuew

10} 99e(d ul SWwalsAs Malnal [|IM JIpNe SIy L

adoog peouag

60/800C — NV1d LIANV TVNYILNI A3SIATA

Bulojuow pue uoios|0D
BWOoUl — SB2IAISS JoBIUOD

uondsj04d PIYD

Juswabeuew jo09foid
pue swwelboid — ainn4
3y} Joj sjooydg buipjing

SoJIAIaS S,UsdpliyD

Juswissasse
ysll [euonelado
0} 108lqns pajeooje aq 0]

ABsjens uonedsiunwwo)

S,0AIJN00Xg
1YY juelsissy

aweN ypny

Page 92



G 93eq

JO Jaquinu e ‘ayI| ul Jess ajqissod jsaq

Page 93

"S9IIAI3S pue go0z Alenuer ul ay1 pjiyo A1ane anib oy uoisinolid sieah
9AI}09443 pue Jualdiyg sisAjeue spasN lipny 0z N Ajues Jo splepuels anoidwi 0} Japlo u| saljua) s,ualp|iyd
"S|ooyos Joj swwelboud yipne uno ojul
spJepuejs juswabeuew |eloueuly s,.S400
ay) ajelbajul pue Jeak ayj Buunp sjooyos
Arewd jJo Jaquinu aAoadsal ayj JISIA
0} ue|d S\ “splepuels ay) 19aw o} aoe|d
ul sI uejd uoioe ue 1o ‘jew usaq aAey
‘1M|00) S404 8u} Aq 19s splepuejs auj Jey) moys
S400a 3y} ypm aul ul 0} pa3u ||IM 130130 |LGLS dYl '800¢/€0/LE
juswiulejje |euoijeanpa S|00Y0S 1B spiepue)s Aqg syuswiebuelie Juswabeuew [eloueuly s|jooyos
pasealoul pue sadlAlds  Juswabeuew [eloueul poob sjelysuowap 0} sjooyss Aewud Alewld Jo} spiepueis
9AIJ00443 pue Jualolyg uo uonejnbal S40Q 96 H 186619 sauinbal aouepinb s,5400 syl swabeuepy [eloueul
‘Juswabeuew
Jasse pue Ajunoag || |0Juod
pue uonjeJjsiuiwpe [joJAed/jsuuosiad
‘Buiseyound ‘j0J3u0d |BIOUBUL PUB
Bununoooe ‘josuod pue Buluueld 1o6png
juswiulejje |euoijeonpa ‘800z Aienuer ‘@oueulanob jooyos o} sjuswabuelle
pasealoul pue SadIAIaS Ul JUBISSaSSY ay} Ajurew mainal 0} yoeoudde paseq
9AIJ00443 pue Jualolyg SpasN Hpny wou4 061 H 3sL e Buisn uayeuspun aJje SHSIA [00Y2S upny Ajueinbay ,sjooyos
*Ayunuoddo
Jo Ayjenba pasoaduwy
Juswiuieye
|euoljeanpa pasealou|
"S9OIAIDS
aA1199)J0 pue JudId1Yg 'sjidnd spaau
uoneonps |eloads 0} Jodsuel) |0oyos
"uaip|iyo a|qeaujna 800¢ Asenuer ui 0} awoy Buipincud oy sjuswebuelie
10} dwo93n0 panoiduwj sisAjeue spasN lipny 0z 1] $,|loUN0YD By} MBIABI [[IM JIpNe SIY | Jodsuel| [00YoS 0} SWOH
sfe(q JUIWISSISSY
SaNLIoLL] dje10d10D) YIIM Ul ypny jo 3dunog npny sty adoog peoag sweN Jpny

60/800C — NV1d LIANYV TVNYILNI A3SIATA



*Aunuoddo
Jo Ajijenba panoaduwy

‘juswuieye
|euoijeanpa pasealou|

sanLIoL deaodao) ym yur

9 a3eqd

"saA10alqo ao1AIas Aoy Jisy) Joaw

0] saJjuad ay) 9|qeua swalsAs poddns

pue aoueul} 8y} Jey} 2INsud 0} S}asse

pue ainjipuadxa ‘@wooul Bulojuow pue

Buijjos3uo9 1oy swayshAs pue sjuswabuelse

90UBUIBAOD By} MaInal [IM Jipne

Auenbai siy] -Jeuonesado Ajnj ale yoiym

1senbal juswesbeuew padojanap usaq aAeY Sa43USD S,UaIP|IYD
sfe(q JUIWISSISSY

PNy Jo 33anog npny PN adoog peoag

60/800C — NV1d LIANYV TVNYILNI A3SIATA

aweN Hpny

Page 94



‘JojweH Jamo] Jd9jes
‘1audalb ‘1aued|o y

S9JIAIOS
9A1J93Y40 pue JualoIy3

S9JIAIOS
9AI}99Yd pue JUBIdYT

*SaI}IAI}O®. [eiN}nd ul
uonedidiied pasealou|

S99IAIBS
9A}9aYa pue JusId3

S9JIAIOS
9AI}99Yd pUe JUBIdYT

sanLIoLd
Jeaodio) Ym yury

ul sisAjeue
SpasN Hpny

800z Atenuer
ul sisAjeue

SPoaN JIpny

800z Atenuer
ul sisAjeue

SpPSaN 3PNy

800z Atenuer
ul sisAjeue

SPoaN pny

}senbay
Juswabeue

}IpNY JO 32INn0S

0¢

Gl

ol

0¢

Gl

sAeq
npny

JUSWSSISS Y
p RN

[ 93ed

KyajeS pue uononpal swLod
anaiyoe 0} syoafosd papuny juelb
VV1 40 Jaquinu e ale alay |

‘louno)

By} SS0.oe |an} JO uoies|in
ay} Bulojuow Joy pue [any
Buiseyound 1o} syuswsbuelse
BU} suUIWEX?d [[IM MBIARI SIY |

‘'sawl ||e je papJienbajes

aJe s}salajul pue sjasse

s Jlouno? ey Buunsus 1oy
pue ‘aJjus9o ay} je ainjipuadxa
pue awooul Buljj0J3uod

1o} a5juad ay} je ade|d ul
$|0J3U0D puE SWa)SAS aulLEXd
ll!m yipne Ayuenbal siy |

"saulyoew

Ke|dsip pue Aed j@a.s-uo

woJ} swooul Bunjied Burioyuow
pue Buijjosuod ‘Buos)||oo 1oy
SWa)sAs MalAall [|IM JIpne SIY L

‘sabpeg

an|g Buiojuow pue Buljjosuod
‘Buissasse ‘Buinssi 1o}
sjuswabuelle s,|1Iounos apnjoul
[lIM Jipne siy} Joj 8doos InQ

adoog proag

60/800C — NV1d LIANV TVNYILNI

abesn jueib
pue juswabeueyy j0s8loid — uononpay swl)

abesn pue aseyoind |an4

anua) suy Apeig

awoou|
Buiyied 19a11s-uo Jo BULIOJUO\ pue |0u0D

sobpeg anig

ainjjn) PUE Soj}][eo0] ‘SeIuNWwo)

aweN ypny

Page 95



‘SIJIAIDS
9AI}99Yd pUe JUBIdYT

‘spooyinoqybiau
JU929p ul SdWoY JuadaQg

S9JIAIOS
9AI}99Yd pUE JUBIdYT

S99IAIBS
aA}9aYa pue JusIdy

sanLIoL g
djea0dao) yyum yurg

OLH Xsu

pue go0g Atenuep
ul sisAjeue

SpasN Hpny

OLH pue

20D Jaysibal ysu
pue go0oz Alenuer
ul sisAjeue

SP39N }pny

OLH Joys16a1 ysu

pue g00z Aenuer
ul sisAjeue

SpSaN }pny

1senbay
wswabeuepy

800z Atenuer

}IpNY JO 32In0S

Gl

Gl

Gl

Gl

sAeq
npny

g 98eq

‘usyeuapun
syJom Jolew Joy sebieyo

Japjoyases| bulianooal pue

Bulg ‘Buiuoniodde ‘buieoo)e
‘BuiApyuapi oy swislsAs apnjoul

H [IIM M3IASI SIY} JO 8d02S ay |

10BIUOD BJN)N2IOoY
ayj Buijjosuoo pue buibeuew 1oy

H swig)sAs aulwexa ||Im Jipne sy
‘Juswsbeuew

ysm Apuiol psuiwisiep

aq ||Im Jipne 8y} jo 8dods ay L

"OINTY @y Buluunu Joy aoe|d

ul sjuswabuelie aoueulanob

H 8} sulwexa [|Im Jipne siy |

se)elo}oaliq Juslo
0] S1s00 Jodsuel) Buibieyoal

o} sjuswiabuelle Jlun seoIAIRS

Modsuel| 8y} uo souelinsse

N apinodd JIm malnal sIy |

‘AjoAjoay pasi|in ale saluow
elb ey pue |jom pabeuew
ale syoaloud 1ey) aouelinsse
apino.d 0} ¥@as |Im pue sjosfoid
Jo 9jdwes e 109|8s [|Im Jipne
SIYL '[1ounog ayj Jo saA0S[qo
JUIWSSISSY
ysry adoog proag

60/800C — NV1d LIANY TVNYILNI

SYIONA Jofey

Bulio)uOW JOBI3UOD 81N} NDIIOH

SOUBUIBAOD)

SOWIO SJoWBH 1oMO]

sabieyosy podsuel |

aweN Hpny

Page 96



|e20] pasealau|
'sapluUNWWoD
Buluieysns

pue Bulnoag

*S90IAIOS
9A}9aYd pue JusId3

‘SIJIAIDS
9AI}99Yd pUE JUBIdYT

spooyanoqybiau
Jus29p Ul SBWoY JuadaQ

*S90IAIOS
9A}9aYa pue JusIdY3

spooyinoqybiau
JUL29P Ul SBWOY JudaaQ

‘SIJIAIDS
9AI}99Yd pUE JUBIdLYT

spooyanoqybiau
Jus29p Ul SBwWoy JuadvQ

sanLIoL g
djea0dao) yyum yurg

sawwelsboud
papuny Ajjeuiaixa
10 Juswabeuey

L1090
19181631 MsIy

swuwelbouid
dn mojj04

¢QQ pue
OLH Ja3sibal ysu

pue 800z Atenuepr
ul sisAjeue

SpPSaN 3PNy

800z Atenuer
ul sisAjeue

SPoaN Jpny

800z Atenuer
ul sisAjeue

SpSaN }pny

}IpNY JO 32In0S

6 93ed

SSasSe 0] S}ISIA @Yeuspun
pue suonesiuebio jo ajdwes e
10998 ||IM @M ‘Juswabeuew yim
uone)NSUod BUIMO||04 'S22IN0S
[BUISIXD JO AJBlIBA B WO}

0z H Buipuny seAl@oal Ajuoyine ay |

JeaA |eloueuy 80/200¢ Ul Ino

Gz H pallied sypne ay} uo dn mojjo4
"|J0J3u02 swwelboud pue

1800 UO soueinsse apinoid o}
s)1oBJU0D asay) buibeuew pue
Bulisisiuiwpe Joy sjuswabuelie
3y} 1s9) 0] psjoales aq [|IM

0s H sjoejuod Buipjing jo aidwes vy

‘Pamalnal 8]
os|e ||Im sjuawalinbal aAne|sIBa
yym aoueljdwos s,[1ounod ay |
‘slop|oyases)| 0) sabieyd a2IAIaS JO
Aianooal pue Buljig ‘Buiuoiiodde
‘Bunenojes ‘Buikyuapl Joy

0z H Swia)sAs auIWEX? ||IM MBI SIY |

"HH.L 10 |0J43u02 3y} Japun
sBuljjamp piona Buibeuew o) aoe|d
ul sjuswabuelle sy} Uo soueINSSE

Gl N apinold 0] ¥88s [|IM MaIASI SIY L

sfe(q JUIWISSISSY

npny EEN| adoog peoag

60/800C — NV1d LIANY TVNYILNI

suonesiueblio
papuny Juelb jo Buuojuow pue juswabeuey

Jemausy pue juswidojoAaq

syipne dn mojjo4

sjipny 1oEjU0D

sab.ieyn aoinieg

SPIOA JO Juswabeuelpy

aweN Hpny

Page 97



‘SIJIAIDS
9AI}99Yd pUe JUBIdYT

‘SIJIAIDS
9AI}99Yd pUe JUBIdYT

*S90IAIOS
9A}9aYa pue JusId3

‘SIJIAIDS
9AI}99Yd pUE JUBIdYT

‘spooyinoqybiau
JUL29P Ul SBWOY JudaQ

*S90IAIOS
9AI}99Yd pUe JUBIdYT

JuawAhojdwa
sanLIoLId
9jea0d.ao) yam yury

1senbal
uswabeue

800¢
AInp ur sisAjeuy

SPSaN }pny

800¢
AInp ul sishjleuy

SPoaN pny

800z Atenuer
ul sisAjeue

SpSaN }pny

800z Atenuer
ul sisAjeue
SpasN Hpny

}IpNY JO 32In0S

0¢

0¢

Gl

sAeq
npny

01 o3ed

1senbai Juswabeuew Buimojoy
uayeuapun sem Auinbui siy |

Juswaalby
Baly |ED0T JO JipNE N0 Buimojo}
H usyeuspun sem MIom siyl

oljopod Auedoud jerosawiwod

s |louno) ay) buibeuew

Joj @oe(d ul s|o4ju0d pue

H SWa)sAs MalAall [|IM JIpne SIY L

‘Alojepuew s|

Aunioe siy} Jo JIpny vy woly

papuny sjosfoud Joy wieo juelb

ay} Buiidwos Joy sjuswabuelse

H U} MalAal ||IMm Jipne siy |

99
Juswabeuew Jo UOIJEDIILISD pue
uawAed spnjoul os|e ||im 2doos

3yl |1ounod ay) yum paalbe
sa|geJanljap snouen Bunesw

Ul OINTTV dU3 Jo aouewopad ay)
Buuojuow Joj aoe|d ul swaysAs

H BUILIEXD |[IM MBIASI SIY L

"suonipuod juelb yum aui
Ul pasn ale spuny ay} Jayaym
JUIWSSISSY
ysry adoog peoag

60/800C — NV1d LIANY TVNYILNI

leAQ 8y

311ud) Jueusreq
— yJomjau ususmodw g Ajunwwo)

oljojiiod Auadold |elosawiwiod) Jo juswabeuely

Sjuswaalby ealy |20

OV jo Bunoyuoly JualD

aweN Hpny

Page 98



sajjunwwod Buluielsns
pue Bulnoag

S9JIAIOS
3A1393)§8 pue JuaIdLT
sapLIoLg
3jeaodao) ym yurg

1sanbal
Juswabeue

}IpNY JO 32In0S

Gl
sAeq

npny

11 98eq

MO|g3}SIym e Buimojo)

H 1IN0 palLIed sem jipne siy |

JUIWISSISSY
s adoog proag

60/800C — NV1d LIANY TVNYILNI

Jpne [eloueuld — wnio4 ljlebusag mog

aweN Hpny

Page 99



"S99JAISS [I2UN0H
JUBIDIYD PUR DAI}D9L4D IO

"S99JAISS [I2UN0H
JUBIDIYD PUR DAI}D9L4D IO

‘s)inpe
pue uaip|Iy d|qesaujnA
10} sawo0923no paroidwy

*S9JIAISS [I2UNO)
JUSIJID pUB BAIJO3YD IO
‘sj|npe

pue uaJp|iyd ajqelaujnAa

10} sowo093Ino parosduw]
*S92IAISS |12UNO)

JUBIOIYS PUE dAIJI3J}D IO
*s}jnpe

pue uaip|iyd s|qesaujna

10} sawo093no panoidu)

sanLiol g derodio) yym yury

1senbai juswabeuep

800z Aenuer
Ul JUSWISSaSSY

SPaaN 1PNy Wol4

ESAD ST
3Su pue 800z Asenuer

Ul JusLUSSassy
SPasN PNy Wioud

800z Aenuer
Ul JUSWISSaSSY

SPSSN }ipny wol4

}Ipny Jo 321nog

Z1 93eqd

Gl N

Gl H

Sl N

0¢c N
sfeq JUIWISSISSY
npny AsTH

“awooul
Bujueq pue Bunos||0o o) sweishs
$,8)10}081IQ By} MBIABJ ||IM JIpne SIy |

‘swuwesboud sjdosad
Buuoddng sy} Buibeuew 1o} swaisAs
$]I0UN0D 8y} MaIA3J 1M Jipne sIy |

"yum paldwod ale sainpaosold

[IOUNOD pue sjuswalinbal aAle|sIba)
1By} 8INSua 0} SSBUSSSIBWIOY JO SISED
Buissasse 10} sjuswabuelie ay} mainal
0} &9 ||IM }ipne sIy} Jo SARO3[qO By |

‘AlJap|e 8y} 10} SB2IAISS 818D SWOoY JO
Buluoissiwwod jo BuLiIojiuUoW pue [0J3U0D
‘Juswabeuew ayj malAal ||IM JIpne SIy L

adoog proag

60/800C — NV1d LIANV TVNYILNI

Buloyuow
pue uo09||00 SWOooU|

ajdoad buiyoddng

Juswissassy
SSBUSSa|oWOoH

S92IAISS Ble)
SWOH Jo Buluoissiwwo)

BUBGIioM
PUE G3[eaH 'SINpY

ey Jpny

Page 100



S9JIAISS

S92IAIBS

S92IAIBS
S92IAIBS

S92IAIBS
S92IAIBS
S92IAIBS

S9JIAISS

S9JIAIBS
S92IAIBS
S92IAIBS

S9JIAISS

S9JIAISS

JUSIDIYD PUE dAI3OBYT

jualdiyje pue aAnddYg
jualdiyje pue aAnddYg
jualdiyje pue aAnddYg
jualdiyje pue aAnddYg
jualdiyje pue aAnddYg
jualdiyje pue aAnddYg

JUSBIOID pue BAI}I8)]

jusidoyje pue aAlRddYg
jusidoyje pue aAld9dyg
jualdiyje pue aAnddYg

JUBIDIYD PUE dAI3OBYT

JUBIDIYD PUE dAI3OBYT

sanLIoL eaodao) ym yur

€] 93ed

9)9|dWwoo 0] JIpNY |BulSIXT yim paalbe

"‘20ueUIan0b |eloueuly aABY oM ‘SWB)SAS [eloueul |elisiew |e
poob sajeyioe} jeyy dew o0} spiepuels Buiipny [euoljeulau]
s|oJjuod Aay Ajjuspl 0] G¢ ay} Jo Juswa.inbal sy} Buimojjo4

[ .

Gl
14
Gl
ol
ol

I

I T T T T T

Gc H

‘yoeoidde ypne pabeuew,

Jsenbai JusLIoBeUE|y s Auioyine sy} 1oddns 0y pue sjunoooe

5 JO Juswaje)s |enuue ayj ul Bunedaud
/909 J9)SIbaY Sl ul Juswabeuew 0} aouelnsse apiroid
(014 H 0} swaj)sAs [eloueuly A3y JO SMaINSY
0¢ H
Sl H
14 H
0¢c H
/ juom
sfe(q $SISSY
Npny jo 37s.1nog npny s adoog peoag

60/800C — NV1d LIANY TVNYILNI

Swa)sAg |eloueul
Aoy Buiddey Aq ypny
[Buia)}x3 jo yJom ay} poddng

Buimoliog |enuspnid/sueo/
SJUBWISaAU|

sjuay BuisnoH
[l0JAed/|ouuosiad
H'A'N'N

suoisuad
Bununoooy |eyden

sioupalID

S}O 3JUAA pue A1anooey
Buipnjoul sioygag Aipung

Xe] [1ouno)
awiooul yseo / sialysed

josuon Aieyabpng

‘Jour JabpaT |elausg
ljsusg

Xe] [1ouno) pue BuisnoH

Sooinosoy

aweN Hpny

Page 101



S99IAIDS
[I9UNO0Y JUBIDIYD pu. dAI}OBYT

*S9OIAI9S [I9UNOD
JUSIDILD pue dAIJI944d IO
*sjinpe
pue uaip|iyd a|qesaujna
10} sawo093no parosduw

S8JIAI8S 9AI}29)49 pue JuaIdT

sanLIoL eaodao) ym yur

y1 o3ed

"L1/0L0Z 4o} Aioyepuew
sswooaq yolym splepuels Buiodey

8002 [eloueuld |euoneulalul jo uoneyuswaldu
Alenuer ul JuswWISSassy ay} Jojy aledasd 0} j1oUNO) 8y} Aq spew
SpeaN lpny wol4 0l sjuswabuelle 8yl malAal [|IMm Jpne siyl Sy 4| 1o uoneuswadw
‘pamalnal g
0LSY (M swwelboid pue uejd uoneyuswaldwi
19181631 ¥sLI pue 800¢ 3y} ylog ‘swayos aouemo|y
Alenuepr ul Juswissassy BuisnoH jo uonejuswa|dwi ay} Malral uonejuawa|dwil
Sp&sN lipny wol4 Sl N 0} 89 [|Im Jipne siy} Jo 8ARoslqo 8y - S0UEMO| Y BuisnoH
'80/.00¢C
10} swajsAs [eloueuly Jo Jipne ay} Buimol|oy
suonepuswwooal paaibe ay) Bunuswajdwii slpne swajsAg
- Gl - ul spew ssalboid ay) SSaSSE ||IM JIOM SIY] [eloueul{ uo  sdn  mojo4

‘wie|D el ayy buikeo

UoISSILIWOYD JIpny 8y} 0} doueinsse

apinoid 0} uoingLiuod suoisuad sIayoes)
Juswalinbal 10 Juswied pue Buissaosoud ‘uondnpap ay) uin}ay suoisuad
UoISSILIWOYD JIpNY Gl H PauIWEXS Ydlym Jpne |enuue ue S| sIYl sJoyoesl - wiely jueln

Page 102

"MJOM SIU} JSAIISP O} JUSWHWWOD
panuiuo9 Jno S}o8y8l uoisinoid
sIy] ‘sieak aaiy} Jano ssadoud siy}

judw
sAeq SSISSY
Jpny jo 3aanog ypny qs adoag peoug duweN ypny

60/800C — NV1d LIANY TVNYILNI



S99IAI9S [I9UN0)
JUBIDID pue dAI}d9YT

S99IAI3S [19UN0)
jusidoyje pue aAlRd9dyg

S992IAI3S [1I9UN0H
JUBIOID PUE dAI3OAYT

S992IAI3S [1I9UN0H
JUBIOIO pUE dAI3OAYT

sanLIoL eaodao) ym yur

Gl 93eqd

‘pasinap usaq sey ueld

pnel-iue sjeledss \y SSIlAIOE pnel}

-ljue pue sssualeme pnelj Jo uoisiroid v

"SSaUBA0aYe pue Aouaiole ‘Awouoos
JO eLIB)LIO 8y} J9aW syuswabuelie ay)

1ey) buunsua ‘ssuoyd sjigow Buibeuew
pue bulnoold Joy sjuswabuele
$,]1oUNOD BY} UO SNJO} |[IM MBIASI SIY |

"swia)sAs [eroueuly Aay ay) buissedwoous
smainal uoieoldde spnjoul |jim

JoeJjuod 8y} Jo Jed 0§ -
800¢
Alenuer ul Juswssassy
SPaaN }pny wol4 0¢ N
1senbal

Juswabeuew pue
GO sis)siboy ysiy 44 -

ueld ay] "ueid o1bsresys ypne Jeindwod
3y} Jo malnal 8y} Buimojjoy pasinep
aq |IM ue|d Ipny Jaindwod sjeledss v

‘suoljebi|qo JoBJJUOD Y} YlIM BUl| Ul S1om
apew sjuawAed jey; pue papinoid pue

800¢
Alenuep ul Juswssassy

SPS3N }ipny wol4 0s H

judwm
sfe(q $SISSY
Npny jo 37s.1nog npny sy

60/800C — NV1d LIANY TVNYILNI

1IN0 pallled ale Sa2IAI9S/SHIOM palinbal
1y} 2INsud 0} S}OBJJUOCD SNUBASI pue
[endeo sjdwes suiwexa [[Im s}pne asay |

adoog peoag

3IOAA pnelq aAnoeold

sauoyd
3|IqOI\ JO JuUBWaINo0.d

S7ipny Aouojy 10§ onjep

uolje}Nsuo09 juswabeuew
/ sisAjeue ysu jeuoneiado
wioJ} paulwls}ap aq o

ST
Abojouydsa] uojeWwIoM]

SM3IASY JIpNY JOBUCD

JIpny Joenuo)

aweN Hpny

Page 103



S992IAI3S [1I9UN0H
JUBIOIO PUE dAI3OAYT

sanLIoL eaodao) ym yur

91 o3eqd

"SuoljepuUSWWOIal
Ipne Jo uonejuswsa|dwi ainsus 0}
oLl - 80//0 Ul INO paLIed SMaIAaJ JO dn-mojjo4
juom
sAeq SSISSY
Npny jo 37s.1nog npny s adoog peoag

60/800C — NV1d LIANY TVNYILNI

Page 104

Wm: Mojjo4

aweN Hpny



*10J0e 4 Ysiy a8y} Aq paidiynw Jojoe Ajjeusiep) a8y} ‘eiojaiay) ‘S Bale a|gelipne yoes Joj Xapu| ¥siy Jpny 8yl

(g
X Z) %01 @10)218Y} sI sjusuodwoo asay} Buik[dijnw Ag paonpoud si J10}0BH XSiy WNWIUIW 8y "QL-Z JO 3|edS B U0 YSIy |0JU0D pue 0L-G
JO 9|EOS B UO passasse SI YSiy Jualiayu| [apow siy} ul Ayondwis jo sesodind ayj Jo4 "YsSl [0JjU0D pue Juaiayul Jo Jonpold ayj si ysiy |e1o |

‘001 10 9|eos e uo 10)oe4 AJjeLsiel e ajesauab o) Ayaisuag aelodio) pue aouelodw) ajesodion
JO SJUBISSASSE JUaN}I}SUOD 3y} PPE 0} ajeldosdde si ) Ayjeusiew Buinjea u| “AjjeLsiew pue ysi Jo Jonpoud ayj si 3si Jpny [eussiu|

XapU| S1STd JIPNY 807 JO UOHENoE)

uoljoas Buimo||oy 8y} 0} 8dualaal Aq xapul 3su 8y} ayndwo) b

"S8100S 8y} pJoday ¢

K10Ba)eo Juswissasse yoea Ul 8100S 8y} 810j81ay} pue uoua}lIo Juswssasse ajelidoidde jsow ay} 108|9g Z

ealy a|ge)pny 8y} pajied Aj[ewlou si Siy| "MaIAJ Japun eale

ay} Jo Buipuejsiapun snonbigweun pue Jes|o B ainsue 0} ‘PasSasSe Ysl g 0} S|0Jjuo) 8jelodio) pue wWwalshkg ay) 109|es L

uonay

‘Juswissasse ysil sy} buiwlopad ul pamoj|o) alam sdals

Buimojjoy ay] “Alioyine ay} Buioey senssi d16ejel)s pue suejd Jpne snoinaid pue Jualind JO MaIASI B ‘10140 A8y Jay}o pue siojoallqg
3AIIN08XT 8y} yum Ajuoyine ay} o} sysil Aay ayj JO UOljeIapISU0 |njaled Jaye Juawabpn( jeuoissajoid uo paseq Sem JUSWISSASSY
S$S38201d JUSWISSaSSyY

"MOJ2q paquIosap ale eLaiid Bulioos ay) pue Alobajed yoes 104 uoiuyap [Ny 8y L

SSQUBAIJ08YS [013U0D ysiy jonuon [ @
Ajjigelau|na juaiayu 3Siy juassyul | 9
AJjeusiew [euoneindsy 1oedw| — AjAlisuag ajelodio) q
Ayjjeusjew ajelodio) SaIJlI0LId/SBAI}03Iq0 — @ouenodw)| ajesodio) v

ainsea A1obBajeq Juawissa

‘2inseal 0} papualul SI Yyoea jJeym pue saliobajed Juswssasse Jnoj pasodoid sy} sasLewwns mojaq a|gel ay |

"eale Je|noiped ay) yum pajeroosse Ajjeusjew 1o ysi jo aalbap ay) abneb o0} elisyud Juswssasse Buisn Alobajed yoes ul paloos s| eale
s|gejpne ay] ‘eale a|jgelpne Yoes Jo) Xxapul 3sil e 8onpold 0} salioba)es JusWSSaSSE IN0J JUNOJOE SaYe] [9POoW JUSWSSaSSY Ysiy ay |
Saliobaje)) JUSWISSassy

ABojopoy}a|\ JUBWISSISSY }IphY PasSeq-99UBUIdAOL)
¢ xipuaddy

Page 105



‘Ayiond moj paiyy wonog ay) pue ‘Aioud wnipaw xau ay) ‘Aiioud ybiy aq 0} paispisuod ale
pJiyy doj ay | “Awioud moj Jo wnipaw ‘ybiy se padnoib pue xapu| 3siy Jpny 8y} 0} aoualajal Agq payuel uay} si seale a|gelpne Jo isi| 8yl

"Xapu| Sy JIpPNY Jueynsal 8y} pue Jojyoe AjjeLsiel\ pue Jojoe
Sy 8y} SAIB 0} pasn S8100S PaslewWNS 8y} pue Papiodal S S8100S JUSLISSSSSE SAIjeJSN||I YIM Seale ajge)ipne Jo 1si| painioni)s ay |

JUSWISSasSSY Ysiy 1PNy a4} JO S)nsay

Page 106



S19SSE JoU 10 WOooUl ‘suonesI[qo ayerodiod [yiny 03 Arqeur ur
Sunerado 8101 JO 940G JOAQ | 1O uonouny 03 djqeun uonesiuediO [ Jo | 3unnsal ‘sOANIA[qo I9IAIIS dAJIYIR 0) d[qeu) 0S
"SA1}1[10B] JO 2INSO[d Sk yons uoisiaoad
"$Jasse Jou 10 owoour Surjerado 90IAJAS U0 Joedwl S[qISIA JUBOIJTUSIS UT N~
JO %0S pue 9,0 ¢ usamiag | JIo WO)SAS 0101521 0 9[qeu) | 1O 3un|nsal saA1}03[qO 9IAISS SASIYOE O} d[qeU() 0F m
"sJ01edIpUl doueuLIO}Idd / s10318) )
[RUOIIRU JO JUSWIDADIIR UO JO9JJO ISIOAPE (@)
"$19sse Jau Jo dwoosul Furjerado 10 SAeB[Op aw) 10 SJSOJ [RUOIIPPE [e1jUB)SqNS Dnnu
JO %0€ pue 9,0 usamlag | JIo BJEp JO SSO[ JUdUBULId] | IO INOYIM SIAI0[QO 9JIAIS JASIYOR 0) d]qeu() 0€
"$921N0SAI JO UOIBIO[[BAI
‘sjasse Jou Jo owooul Furerado Jo uaye) Sureq uonoe Junesuaduwioo JnoyIm
JO 940 pue o5z usamlag | 1o IOA021 0 J[NOIPI( | IO o[qeaaryoe A[fented Auo saAnoa[qo 901AI0S 0z
"9OUSIUIAUOIUL JO JSOO BIIXO WINWIUIW
"$J9SSE JoU JO WUl UM PAARIYOE 9q [[13S P[noM SIY T, "S2ANRd3[qo
Sunerado 8101 JO 947 Jopun) | JI0 QOUDIUAAUOJUL JOUTJA] | IO 9OIAIDS JO JUAWIARIYOR uo 1oedur 9[qIS1 SN 01

aansodxy SRy [erouvuIly

aansodx7 YsRY [euonesddQ

S9ARIIIqQ 141G
J10/pue derod.io)) ‘yudunaeda( 03 SRy

'SOA1}09[qO 01397813S SIT QASIYOE 03 WIISAS A} JO Juruunt 3991109 3y} uo spuadop uonesrue3io
oy} YyoIyM 0} JU)XS dU} JO AINSLIU B SI J1 [[BIOAQ JUSUWISSISSE AU} 0} JUBAJ[I OS[B SI $355900.1d pue SwalsAs Ioy)o uo ‘A[302J1pur 10 A[30a11p Joyio ‘poedut
[enuanbasuod ay [, “eate ay) Jo AJfeLIojew 10 ainsodxa [eIouBUL} AU} JUNOIIL 0JUL SI¥E) Os[e J0adse SIy . ‘[1e} $s9001d 10 WeIsAs Yy} p[noys SeA1da[qo ad1AIeS

paurjop juswaSeur 9A3IYOR 01 AJ[Iqeul Aue JOo UonesIuesIo ue uo }09J0 oy} SIopIsuod 10adse siy ], JONVLHOdINI ILVHOdHOD v

SOOI\ JUBWISSASSY YSIY }IPNY [eualu|



oouerjdwoo-uou 10010 JoIyD © SOIoUSFE JUSWUIOAOS 90UdpIUOD
J10J JOPIO JUSWIAIIOJUD JO [ess1wsIp 10 uoneudisal oy ‘uoISSIwo)) JIpny orqnd uo 1oedwr ayerpawl
1N0J 9[qIssod | 10 | 01 3urpes| Ajfenuajod jusprou] | 1O | Y} 03 ISAId)UI JO JudPIOU] | IO ynum Suidewrep Ay3iH 0S
oouerdwos
-UoU J0J SUOIJoues Jo8euew
yum sjuswdambal [euonouny d[qisuodsal ayy PAUIOUOD IDIAISS
K10ye[ngo1 JO uoneu3Isal IO [eSSIWSIp oY) SS21d [eUOIIBN oy ur ddouapyuood orqnd
pue [839] oAISUdIXY | Jo | 0} Surpes| A[renuajod juoprouy | IO 0] 1S9191Ul JO JUapIoY] | IO pue AI[IqIpaIo JO SSO] 0o
sjuowasinbax
K1oje[n3al SdIA [B90] 03 3sa1jul oewep paywi| 0} SuIpes|
pue [e39] 1SOpoN | 10 JO 2q pjnom uorjewioju] | 1o | judwsserrequ orqnd swog 0€
oouerjdwoo-uou Arunuwod
01 AJIAIISUSS PajIwl| oy ur 3urpue)s J1o
pue syuowaainbai ssaad [eo0] 03 3sa19)Ul uoneindar 0} a3ewep ou Inq
A103R[NSaI [BWIUI}A | IO JO 9q pnom uorjewojuy | JIo | juswsserrequid orjqnd swog 0Z
sjuowasinbax
A103B[N2I1 ON | IO saouanbasuoo 91qI3113oN 01

oy} £q PaIOAI[aP AJIAISS 10 ‘Passadold uoreuLIojul oy} JO AN[RNUSPLIUOD / ANALIISUSS AU} JUNOIIE OJUI Save} Joadse siy ],

"SONIAIISUAS puUB SUIdOU0D JudweSeuew
Aue 109[jo1 OS[€ p[noys ainseaw oy |, ‘sjuswraiinbai aouerjdwos A1oje[ngal pue [eS9] Aue sassasse os[e 3] “ndno ay) Aq paousn[jul SUOISIOAP IO ‘WIISAS

Kjanisuag ajelrodio)

d

SOOI\ JUBWISSASSY YSIY }IPNY [eualu|

Page 108



SSo[ 10 pnedy
Jo ysu1 Y3y 03 pesodxo

o[eosaw} 10Ys YIm

10119 JO YSLI

sjosse aqeaisap AJysiy | J1o pauueld sa3ueyo aaIsudixy | Jo | Y31y yam wolsAs xojdwo) | Jo o[qesauna ATySIy 01
9[BISaWI} PaIdLNSAL YIIMm Jsu
93ueyo JO [9A9] JuBOYIUTIS | 10 10 | juaIdyur Y31y 0} WNIpaN 8
JO1I9 JO
Lo} WnIpaw SSLI WNIpawW YIm wa)s4s
IOAO 93UBYD JO [9AJ] 9IBIOPOJAN | IO xo[dwod A[91eI0pOJN | 10 AiIqerauinA wnipojy L
o[edSaWI} 9[qBUOSEAI Jsu
ynm pauued sa3ueyo payrwry | Jo 10 JUSIYUI MO] JO WNIPIA 9
SSO[ Jo pnedj
JO YSLI I JoU S)asse JOLID JO JSU
onfeA moj[ o[qensapup) | Io pauueld so3ueyo oN | 1o MO UM W)sAs ordunrg ANiqerauina mo| S

‘Kousronyyoul ‘KjLre[nalil ‘ssof ‘10119 0} S19SSe PAje[al IO $S001d ‘901AIaS ‘WISAS A} JO YSII JUSIAYUI oY) SISPISU0D 30adse Sy [,

*( UOI399$ UI PaJapISUOd S[0J3u09 Jo Ajjenb oy Aq paje3niw
A[uo ‘paajfe aq jouued ss3001d IO 9JIAISS ‘WAISAS © JO AJ[IqeIou[nA JUSISYUI oY [, “JOLIO JO YSLI JUSIAYUI S} SOUSN[JUI [[IM WAISAS ay) Jo Anxo[duios aAne[al
oy Apre[IwiLg “YSLI JUdIOYUI JO [9AQ] aY3 109Je Os[e [[1m aSueyd Jo aoed oy pue suonelrado Jo ainjeu ‘10309s 901AI9s Jenonaed oy |, "ainjrey Jo Ajesay[

STy JuaIayu]

D

S9J1IJB[\ JUBWISSASSY YSIY }IPNY [eulalu|

Page 109



JuaageuRW
[SLI UO USYedpUN YIOM OU JO (sdoyssprom Surpue)sino
9[NIT '[0NU0D dA1)OJYJoUl pue swaqosd sy S[onuo) yInoayy) jusweseuewt 9q 0} UMOUY dIB pue PALIUIPI 2I9M S[01IUOD
Jo K103S1Y y3Im walsAs 939[0sqQ | 1o Kq passardxa uoaq aAey SuIdOU0d Jole|y [ 10 pue JUSWaFeURW YSLI UI Sassaudeam Jofejp] 01
(sdoys>piop sy sjonuo) MOIARI/)IpNE
“Jqnop Ul S[0NU0D pue juswaSeuew y3nouyy) jusweeuew Aq passaidxa snorAaxd oY) woy SurpueisINo 9q 0} UMOUY I8
SSLI JO Wo)SAS JO yi[eay [eoruyoa] | J1o u99q 9ARY SUIOOUOD JUBOJIUSIS oWOS | 10 | pue payiuapl atom swioqod juediyiugis swog 8
MOIAQI [BUIIX9/oN[BA
‘parepljeA jou JUSWIUOIIAUD [0J3UO0D 1soq/uonednseAulpIpne snoiaald
S[0NU0D WIR)SAS pue JuswaSeuew sy | Jo pue ysu1 juowaSeuew Jo oSpojmouy oN | 10 oy} woy Surpuelsino sanssi ysu YSiy oN 9
*A[1e[N3a1 paIopISU0D
panssI juowaSeuew Ysry S[ONUOD pue JUSWIUOIIAUD
Aiqerfal Jo A103S1y yam wlsAs ojqeis | J1o [0u0d pue YsU JusweSeuew poon | 1o ssouyeaMm JuedlyIuSIs Jo K10IS1Y ON ¥
2Im[no juswadeurl YSLI pappaquig aweSeurW IeME-YSLI
"SYSLI [BLISJBW [[& JO JusweSeurw oy} Kq paresedo sjonuoos eyenbape pue soed
0] 9pmINe JSNQOI pue S[OJUOd JANOPYH | Io ul JuowoSeuBW YSLI 9AII0YYS ST Iy, | 10 SSoUMeoM [013U0D JO AI0ISIY ON e

‘uonjen[eas Hoddns pinoos 1eSeue|y Ysry S [1ouno)) ayl jo diysiopes] sy Jopun sdoysyIoAy JSIY [0U0D) SAISUSIXS pue YSYD SH 0} ainsodxa asrururu
0} S[0NU0d JusweSeue Jo oSpajmouy pue sessad0ld pue suI)SAS Jo uonIpuod pue K103s1y Sunerado oy} Jo JuNOdde OJUI SaYe} Os[e 10adse SIY [, “MaIAdL
Jopun JUSWUOIIAUS [01JU0d Ay} Jo sypne ised Jo synsas o) uodn paseq MSII [0JUOD JO [SAI] Y SASSAsSe 10adse sIy ], Sy [01nu0) a

S9J1IJB[\ JUBWISSASSY YSIY }IpNY [eulaju|

Page 110



‘syslI pue saAoalqo s Ajioyiny

ayy 0} Ajioud ajgeyns spioye yoiym Aem e ui suejd ypne oipouad ybnoly sassaooid aoueusanob pue |o5uod ‘Juswabeuew ysu AjIoyiny sy} Jo Jipne °
{loJjuoD [eusalu| JO JusWSle}S 8y} Jo uoieledald
ay} poddns 0} ‘e@oueuianob pue josuod ‘Juswabeuew ysu S,A1UOYINY SY} UO UOIUIAO ||BJSAO UE JO Ja210 LGS 8y} 0} uoisiroid ay) ‘SISBQ [BNUUE UB UO °

:2)eyl|10e} pjnoys yoiym ‘yoeoidde oibsjens s Jipny [eulaiu| Jno S18s Juswnoop siy |

"82IAISS JIpny [BUIS)U| BY} JO Alanlap Ajanjosye
ay} Joj ueld ayy siI ABajesys syl "seAoalgo pue swie paje}s S} SASIYOB 0} SY98S JIpNy [eulaju] yoiym Ag suesw ay} saulino Absjess jipny |eulsju] uy

¢Abajens Jpny jeuidyuj ue paau am op Aym

‘Aiojoeysijes a.e sjuswebuelle

aoueusanob sjeiodiod pue juswsbeuew XSl S Ajioyiny ayj jey; Juswebeuew o) soueinsse apinoid 0} Ajjiqisuodsal e sey os|e j| "SaljiAjoe s, [1ounoy ayj jo
e uiyim buneiado SwsjSAs uiylim Sjou0d pue Sainpsdoid ayj) JO SSaudAi}oays pue Aoenbape ayj JO Juswissasse Juspusdapul 8yj 10} 8|qiSuodsal SI 82INI8S
Jpny Jeuisjul 8y juswabeuel JO S|OAS] [|B pue 8dIWW0) JIPNY 8y} ‘SI8quisyy 0} 82IAI8S B Se paysi|qejse uonouny maeinsl juspuadspul ue Si Jipny jeuisjuj
:Rem Buimojjoy ay} Ul ‘Ajuoyiny ay) UIyiIm a]0J SH 0} 80uUaJajal oiI0ads Yim ‘lpny [BUJSIU| JO UOIIDUNY BY} SauUlap Jaley) JIpny |eulsju| s Aluoyiny syl
"s88s800.d B2UBUIBN0D pUE

j0JJU0D ‘JuswisbeuelW XSLI JO SSBUBAINOBYS 8Y) aAoidwil pue djenjers 0 yoeoudde pauldiosip ‘onewsjsAs e buibulq Aq seaioalqo sy ysijdwoooe uoijesiuebio
ue sdjay } ‘suoneiado s,uonesiuebio ue aroiduwil pue anjea ppe o) paubisap AjAijoe Buiinsuod pue 8aueInsse aAioslqo ‘quspuadspul ue sI buiipne jeuisju|

:SMOJ|0} SE ‘(MN-VII) PUBja]| PUB YN — SICYPNY [BUIBU| JO 3)nisu| 8y} Ag papiaoid Si Jipny [BUIB)U| JO UOIULSBP JOUIDINS jJsow ay} sdeylad

‘salouaiolye |enuajod Buikyuspl pue swajsAs 0} sjuswasoueyus Buipuswwooal Ag saniAloe jeuonelsado s,uonesiueblo ay) 0} enjeA ppe o} °
"SyJomsWIEl) [0J]UOD [BUISIUI PUE Juswabeuew Ysu s,uoiesiuebio ay) Jo SSaUPUNOS 8y} uo uoluido aoueinsse ue apiroid 0} °
"9AI}09)48 pUB PUNOS ale 8say) 1By} ainsua 0} 8oUeUISA0B pue |0J3U0D [euialul ‘Juswabeuew sl JO SWalsAs malnal °

:s8]04 Buimoj|oy oy} wiopad 0} s)sixe )l Ajjenuassy "uonesiueblo Ue uIylIM Uoiouny MaIASl B SI JIpny [eulsiul
Zupny eussyuj st Jeym

uononpoau|

ABejeng jipny [eudaju]

Page 111



"SWIalsAs [IDUN0D By} UIYIM asnge 1o 3)sem Jo uoiebiysanul pue Ajuoyiny ay) Buijosaye pnedj Jo Uo1joa18p pue uoluaAald ay} Uo a2IApY

:Auoyny ay) ssosoe ao1oeld 3saq JO uolowold

‘swia)sAs Buidojonsp pue mau Ul S|OJJUOD JO SSBUSBAIIDBS pue Aoenbape ay} uo aIApyY

‘'swa)sAs [eloueul JO SMaIASL paseq YSIY

:ybnouy} seainosal |eloueul SY JO asn 1saq Buew pue Buisiwixew Jo wie s Ajuoyiny ayj 0} 8)nquUU0D [|IM pue Siieye [eloueuly s Ajuoyiny

8y} jo uonesjsiuiwpe Jadoid ayy Buunsus oy saniqisuodsal Aiojnjels siy jo abieyodsip 8y} Ul S82IN0SaY JO J0JoaIIQ Y} ISISSE [|IM PNy [BuJsiU|
‘swie jeuonesiueblo s 1ouno) ay) poddns jey; swaisAs Buinoiduw

1O} SUOIIEPUSWILIODaI BAIJO8L8 puUB SMaIAaI Jipne |euoissajold ybnouyy swie Ajunwwod s Ajioyiny ay) jo AlaAidp a8y} 0} 81ngLIUOD [|IM JIPNY [BUlSiU|
‘90UBUIBAOL) 3)el0dI0) JO 3p0) S AlJoyiny ay} yim aouelduiod JO Juaxa 8y} uo spodal Ylim asjiuiwo) 3PNy a8y} pue Saoinosay Jo

1010811 8y} ‘yuswabeuely ysiy jo peaH ay} Buipinosd Ag uejd ajesodiod s} Ul N0 18s sanjeA ay} 0} Bujiom ul Ajuoyiny ayji yoddns [m Jpny |Bulsiu|
‘seale 92IAISS [IOUNOY Ul [0J3UOD

[BuIBlUI JO SwB)sAs Jo piepuels ay} uo Bunlodal pue Bunenjeas Aq ‘saoinias olgnd Ayjenb apinosd 0y wie s Ajioyiny ayj poddns |im Jipny [Bulsiul

o O O O

-Jenonued uj 'saAoalqo 8)elodlod Sy JO JUSWSASIYDE. 8y} Ul [IouUno) ay) Loddns 0} sisixa Jipny [eulsjul

Sty o1bajens

“JajeyD JpNy ay} ul pauljino se suonouny s Ajoyine ay) uo Jodal pue asieidde
‘mainal Alaaisuayaidwod 0} JIpny [eulalul sajgeus siy Aldoyiny ayj Aq paule}al SpIodal pue UoleWIoUl [|B 0} SSS00B Pajoli}salun aABY PINoYs Hpny [Bulaiu|
1eyy saje|ndiys 0s|e JoY Syl ‘Z/6] 10V JUSWUISA0D) [B00T Y} 4O LGS Jopun ‘uonjouny Jipne [euiajul ue aAey 0} SaljlIoyINy [B00T 10} Juswalinbal Alojnjels e si |

ys1 Bunebiiw jo sesodind ay) 1o} Jusiouns ale Aay) Jey) ainsua 0} ‘|1Iouno) 8y} Je uonelsado ul ale jey} aoueulsnob sjelodiod pue Juswabeuew Xsil ‘|0Jju0D
[Busalul JO swa)sAs ay) Jo ssauaAiloaya pue Aoenbape ayj sjenjeas pue mainal 0} pue ‘sysu Asy s.AJLIoYINY By} puelsiapun 0} SI Jipny [BuUlSlU| JO S]0J By

JIpNy [euiaju] Jo asoding pue a0y oyl

Jpny [eussiu| Ag saoiAles AOUB)NSUOD pue adUeINSSEe JO uoisirnoid

pue ‘Ajuoyiny ayy ul Buiuonouny saIpog MaIABI 18YJ0 pue SIOJIpNE [BUISIXa YJIM uoljelado-00 aAjoaye

‘Juswuiano)

[EQ0T Ul IpNY |BUJBlU| JO} 900Z S9110BId JO 3P0 V4dID dUl S}9aW YdIym S2IAISS JIpne ue JaAliep 0} palinbal $821n0sal Jipne Jo uoiedyijuspl ay}
ddom

ypne wouy Buisue suonepuswwosal yum juswabeuew aul Buipinoid Ag soueusanob pue josuod ‘Juswabeuew ysu s Alioyiny sy} jo juswanoidwi

Page 112



‘Juswabeuew Aq pajysanbal Ajjeoiioads ssajun uejd Jipny [BUISIU| BY) UO 8INjes) [|IM SHUN S|ge)ipNe 8Say) alojalay) pue Ajuoyine ayj 0} 9oueoliubis moj
1O ale jey} syun a|geypne Jo uoisnjoul sy} Hwlad |Im seoinosal ayy A@yiiun Alybiy si 3] ‘snjeA ppe |IM Jey) Seale asoy) Juswabeuew yium ssnosip pue walsAs
B} JO JUBLUSSSSSE JNO 3SN [|IM M ‘M3IAR) 0} WalsAS a|gelipne aoueoubis-wnipaw yolym Buipiosp U] ‘uejd sy} ul papnjoul usaq os|e ||IM s)ipne aoueodlyiubis
wnipaw jo uoilodoid v ‘ueld Jpne |enuue a8y} UlyIM papnjoul g shemie [im jueoliubls Alybiy Buieq se pajybiybly swslsAs || ‘eousH "Aloyine ay) o)
eoyiubis jsow ale jey) swalsAs a|gelipne asoy) MalAs) 0] 3|ge|leAR S82JN0Sal 8Y) 8sh 0] %9as alojalay] [|IM JIpNy [Bulaiu] "pa)illi| 8Je $80Inosal uewny pue
[elouBUl Yjog Se Jeak yoes AlJoyine ay) UIyym SwiaisAs a|gelipne [|e malAal JoOuURd Jpny [eulaiu] 1ey) paleloaldde pue pasiuBooal sty () moT 4o () wnipa|y
‘(H) ybiH :Aioyne ayy 0} soueoyiubis s waisAs ay) Buipioooe spueq Ysil 8aJy} JO SUO OJul SWa)sAs ay) AJISSE[D |IM JIpNY [eulSlU| ‘WB)SAS 8|gelipne yoes 1o

‘Auoyine ay) Buioey senssi oibajel)s pue sueld Jipne snoiaaid pue juanind

pue ‘Alioyine ayy 0} sysil Asy Bulspisuod Ajjnjaled Jsye suonesiueblo J0joas oljgnd Jayjo Je pasiel sanss| Jo sousladxs
‘AlJoyine sy} Y)m a1ep 0} SUOISSNISIp INO pue sipne snolAaid WOl paule}qo uonewlojul punoibyoeq

‘Alledoud pabeuew Buiaqg aie sysu ainsus 0} ‘sia)sibal ysi s Ajioyine ayy

Se yons ‘swasAs a|qelpne Ajuapl 0} AJLIoYINe 8y} UIYIM S|ge|IeAR UOIBULIOUI JO 8SN a)eW [[IM JIpNY [eulaiu| ‘swwelboid yJom sy Buiidwod uj

‘uoljew.ojul
Joy Jaded siy} 0} payoeje aie Buiuue|d d168)eNIS paseyq ,80UBUISAOL), 8y} JO S|ie}jag dwuwelboid jpne [eusjul ay} UIylIM Papnoul aie YJIOM JIpne [eulajul
3y} Uo douelja) 9oe|d 0} ¥99S P|NOM SJOYPNE [BUISIXS JNO Yolym uodn seale asoy} ainsus o} yoeoidde Jipne pabeuewl, sy} Jo sjuswalinbal sy} pue siojpny
[BUJSIXT Sy} JO Ssjuswalinbal 8y} SsSnosIp Os|e [|IM Hpny [eulaul "AjLIoyine sy} UIyIm siaolo Asy Jaylo pue aAlnoax3 jaly) ay) ‘siebeuely aoueulq pue
sJ0j0a11q 8jetodio) Buipnjour Ajuoyine ayy uiyum siaoio ey Bunssw Aq passyyeb aq |im uonewloju] "uosod JusiInd Y} JO MSIASI PUB UOISSNISIP BulAjoAul
yoeo.dde ue jdope |Im Jpny |eussul ‘AjJoyine ayj uiyim souepodwi oi10ads 10 MSI Jo seale 8y} yslgeise pue swalsAs s|gelipne sy} Ajjuspl 0} J8pio uj

abe1ano) Jipny BulAijuspi

‘Juswabeuey ysiy Joj Juswabuelie s Ajuoyine ayy uo Ajjew.o} Jodal 0] JUSWUISA0L) [BD0T] Ul JIPNY [BUJSIU| JO} 9002
90110B1d JO 89P0 V4dID 3y} Jo sjuawalinbal ayj |4n} osje ‘Buiop os ul pue Ajjlenuue sjuswabuelie Juswabeuew ysu s AJLI0YINE By} SuUILEXS OS|e a10jalay] [|IM
HUpny [eusaju| -aoueulanob poob jo ued |eibajul ue Buiaq se juswabeuepy ysiy sybiybiy soueulanob poob uo uodas 3OV10S/VAdID Yl Wol) 7 uoisuswiq

‘pPanaIyoe aq Jou Aew saAoslqo sy} alaym juswebeuew Ag payijuspl Seale U0 pasnooy A[Bnuijuod ale sa2Jnosal Jipne
ainsus 0} ue|d Jipne [euJajul 8y} puswe AIBssadau alaym pue siseq Ajyiuow xis e uo sia)sibal ysu s Ajioyine sy} maiAal [|Im Jpny [eulslu] ‘Ajjusnbasuo)
‘Aluoyne ay} 0} [BONIIO JSOW aJe jey} seale asoy} uo Bunesjusouod Ag YIom S} Snooy 0] yJomawel) Juswabeuew ysi s AJIOYINe 8y} asn [[IM JIpNy [BUIS)U|
‘JOASMOH ‘JIpny |eulaju] jo Ajljiqisuodsal ay} jou si juswabeuely sy way) ayebiiw o} Jepio ul sysu 0} Buipuodsas pue Bunenieas ‘Buihyuspl jo ssasoud
ay} si Juswabeuel ysiy saAoalqo sy aasiyoe 0} Ajljige s,uonesiuelfio sy} Uo 1088 aSISAPE Ue aABY ABW ]BU) S92USLIND00 JO SjuaAa |enjusjod ale sysiy

Juowebeuepy ysiy g 3PNy [eudaju]

Page 113



"suoljesiuebio Jejiwis Jayjo yym sainpaosold [03u0d Ajjenb yipny [eusaju] Buiiew yosuaq

puE ‘SIo}pne |eula)xa 8y} woJj yoeqpasy buiyess

'$10}08.1Q pUB S98)IpNE 3y} WOJ) SJUSWWOD pue y3oeqpas) buluieyqo

Jobeueyy diysiauped ayj Aq aaypne o} anssi Joj o ubis pue spodal ||e JO SMaIASI [BULIOY Jaylny
‘siabeuel 1pny ayy Ag aji4 Ipne pue uodal Jipne ayj Jo 4o ubis pue malAal |ewlLIO) B

‘siabeueyy upny ayj Aq yJom Jpne jo uoisialedns

‘SUJa2U0D pUE SHSLI JO SEale U0 SN0} ainsua 0} Jipne ay} jo adoos ay) buiuueld

-:|lejua [Im sy “sainpaooid aoueinsse Ajijenb pue mainal snolobil 0} J0algns aq ||IM YoM Jipne [Buisiul ||y
Ajijenp

- Buoday, Jepun Jsley) Jpny [eulaju| 8yy Ul pajielap ale Jpny [euisiu| Joy sjuswabuelle Buiuodal ay|

Burioday JIpny

"SOAI}09[gO paJisap Sy} SASIYOE O] YJoMaWEel) [0JJU0D BU} JO SSOUDAIIOSLS pue
Aoenbape sy} Jo Juswissasse ue pue SaAoalqo asoy} Jo Alaaldp sy} 0} Bunejas sysu ayy ‘waisAs sjgeypne ay} Jo aAnodalgo ayy Buluiwexs sjieyus yoeoisdde
paseq ysu ay] uswabeuely ysiy Jo peaH oy} wol) Juswaalbe Jolud asnbal [Im siy) 03 suolydaoxs ||e ‘syupne paseq ysil wiouad Alewid |jIm Jipne [eulaiu]

‘MaIAaJ Ajyluow XIS |ew.oy e 0} 308lgns aq pue Jeak [eloueuly aUo 0} )ejal alojelay) ||Im ueld
oibejel)s sy “Jesah Jey) ul maiAal 1oy anp swalsAs asoy) asudwod Ajuo pue Jeak |eioueuly yoes Joy Ajlenuue pajdwod aq |im ueld Jpne jeulsjul oibajel)s ay |

KBajens oY) buniaAleq

Page 114



Agenda Iltem 82

REPORT TO: DATE CLASSIFICATION REPORT NO. AGENDA NO.
Audit 06 January

Committee 2009

REPORT OF:

National Fraud Initiative And Anti

Corporate Director, Resources
P Fraud Update

ORIGINATING OFFICER(S):

Head of Audit Services Ward(s) Affected: N/A

1. Summary

1.1 This report is an update of the National Fraud Initiative 2008/09 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 In June 2008 the Audit Committee received a detailed plan of the
proactive and reactive anti fraud work for 2008-9.

3.2 Key areas within the plan included :-
. National Fraud Initiatives 2006/7 and 2008/9;

. Planned anti fraud work for the Housing ALMO and Client including
contingency for reactive support;

. Anti Fraud and Risk Awareness training to Members and
employees;

] Overall Governance;

. Joint working with other agencies;

. BVPI review-support (internal); and

Planned proactive audits and reactive anti fraud work contingency
for whistle-blowing and internal and external referrals.

3.3 This report provides information and an update on the National Fraud

initiative 2008-09 and also gives an outline and update on the planned
proactive and reactive anti fraud work for 2008-9 as at end October 2008.
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4,

National Fraud Initiative 2008-09

41

4.2

4.3

4.4

4.5

4.6

4.7

The National Fraud Initiative 2008-09 was launched by the Audit
Commission in July 2008 with the publication of their latest Code of Data
Matching Practice. The coverage of this year's NFI has been extended to
include new mandatory data sets including :-

Residential Care Homes;
Market Traders;

Blue Badges;

Concessionary Travel Passes;
Personal Alcohol Licences; and
Resident Parking Permits.

One of the key features of the new Code of Data Matching Practice is the
way in which each authority handles personal data and the way in which
data subjects are notified of how their data is to be used during the
exercise.

In complying with this, the Information Commissioner recommended that
each authority take a three layered approach to Fair Processing
notifications. Attached at Appendix 1 is an example of the first layer as
notified to employees. This was used as a template and communicated by
email to all employees.

Attached as Appendix 2 is a link from the first layer in Appendix 1 to the
Council’s internet site which is a more detailed narrative on the Council’'s
participation in the 2008-09 NFI and complies with layer two.

The third layer of the process was achieved by providing data subjects
with the Audit Commission’s web site link to the NFI.

Further examples of the first layer are included in Appendix 3 as press
releases in East End Life and the East London Advertiser.

The deadlines for making the returns to the Audit Commission was 30
September 2008 for the Fair Processing Consultation Return, 6 October
2008 for the start of the secure upload of the data to the Audit
Commission site and we anticipate the resultant output to be available to
authorities to start investigation from 28 January 2009.

Anti Fraud and Risk Awareness Training

5.1

Audit Services have undertaken two training initiatives during 2008-09,
with further training exercises planned for the second half of the financial
year.

Page 11@



5.2

5.3

5.4

5.5

5.6

5.7

The first was a training presentation to the Legal Services Team Leaders
that focused on Risk and Governance and was intended to assist the
Legal Service to build on their development of professional standards and
internal procedures.

The other training was part of the officer induction process and raised the
issue around risk management and fraud awareness for new members of
staff.

This work follows a series of sessions undertaken with all directorates of
the council in the previous financial year with coverage ranging from Chief
Officer to the fourth tier of management.

Separate exercises were undertaken with all members concluding with
the final session at the end of the last financial year.

We have developed an e- learning package with Legal Services,
Organisational Development and an outside Solicitor's firm to cover a
number governance issues including Anti Money Laundering and Anti
Fraud and Corruption arrangements, Governance Standards and Risk
Management and this will include the Code of Conduct for Employees.

It is anticipated that this will be launched later in this financial year and will
enable the organisation to monitor understanding as the module’s need to
be ‘passed’ before the training can be completed and will enable gaps in
knowledge to be managed by further training and support.

Other Key Activities Undertaken during the year to date

6.1

6.2

6.3

There have been three substantial inquiries which have involved close
working between the relevant Directorate, Legal Services and Audit
Services. Each one arose from a whistle blow. An extensive review of a
range of processes has been undertaken and recommendations for
improvement made to improve the risk environment. Of each area
reviewed.

Audit Services has also worked closely with the Police on another matter
which is currently ongoing and likely to result in a prosecution for fraud
perpetrated against the authority.

The Audit Service has also provided support to Directorates upon request.
This included a review of the Purchase Card systems expenditure,
support to the Children’s Services Directorate on several risk
management issues and a review of base data contained within the
Comensura contract.
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6.4 We have also continued to develop closer working arrangements with the
Parking Service and Legal Services with regard to Blue Badge irregularity
and worked corporately where instances of Blue Badge irregularity has
involved members of staff.

6.5 We have challenged and enhanced the Anti- fraud and Corruption
Strategy to ensure it reflects current best practice. Attached at Appendix

4 is a summary of the activities of the service for the first six months of
this financial year.

7. Comments of the Chief Financial Officer

7.1 These are contained within the body of this report.

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

8.1  There are no immediate legal implications arising from this report.
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

11.1 The revised control environment should pick up the areas identified
as of concern and reduce the residual risk.

11. Sustainable Action for a Greener Environment (SAGE)

11.1  There are no specific SAGE implications.

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

Brief description of "background papers" Contact :
Tony Qayum 0207 364 4773
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Lino Messore

From: Sandra Alexander
Sent: 18 September 2008 09:13
Subject: National Fraud Initiative

SENT ON BEHALF OF CHRIS NAYLOR, CORPORATE DIRECTOR, RESOURCES
(S151 OFFICER)

Note to Members and all employees

THIS IS FOR INFORMATION ONLY — YOU ARE NOT REQUIRED TO TAKE ANY
ACTION

Tower Hamlets is participating in the forthcoming National Fraud Initiative. The Initiative
which is managed by the Audit Commission under their powers within Part 2 of the 1998
Audit Commission Act, is a data matching exercise which cross checks key Council data to

detect and prevent fraud or loss of public funds.

This means that for 2008/9, we will provide the Audit Commission with data relating to our
financial systems including payroll information. For more details, see web-link
www.towerhamlets.gov.uk/nfi or contact our NFI Co-ordinator Lino Messore on Ext 4774.

You may also be aware that Tower Hamlets in its role in protecting public funds has
developed an anti fraud strategy, which includes a whistle blowing procedure and hotline:
0800 528 0294. Further details are available online at : www.towerhamlets.gov.uk/anti-fraud-
strategy

Sandra Alexander,
P.A. to Chris Naylor,
Corporate Director, Resources,
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Tower Hamlets - Your council strategy documents - National fraud initiative Page 1 of 2

AP0 2

—

o (

.
L ]

%3 Counci

Town Hall, Mulbs

Home > <Your council > Key documents > National fraud 5 Clove
initiative London

Home National fraud initiative Search the

Your council 2008/09 Search|

Key documents This authority is required by law to protect the public funds Enter a keyword

it administers. It may share information provided to it with service or inform
Introduction other bodies responsible for auditing or administering public require
Annual report and best funds, in order to prevent and detect fraud.

View A - Z of ser

o Anti-fraud & corruption The Audit Commission appoints the auditor to audit the
strategy accounts of this authority. It is also responsible for carrying Related

¢ Comprehensive out data matching exercises. . .
performance assessment , informatio

e Cultural strategy Data matching involves comparing computer records held

¢ Disability Equality by one body against other computer records held by the The following lin
Scheme same or another body to see how far they match. This is information relev

*e & o

Diversity & equalities usually personal information. Computerised data matching section
allows fraudulent claims and payments to be identified.

Where a match is found it indicates that there is an e Related ser

sessment inconsistency which requires further investigation. No ¢ Related for

Gateway strategy assumption can be made as to whether there is fraud, error o Related me
Gender equality scheme or other explanation until an investigation is carried out. o Site index

ICT strategy
Local area agreement  The Audit Commission currently requires us to participate
National fraud initiative in a data matching exercise to assist in the prevention and
2008/2009 detection of fraud. The Audit Commission requires this
Procurement strategy  authority to provide information it holds for this purpose.
Race equality scheme ~ We are required to provide particular sets of data to the
Research governance  Audit Commission for matching for each exercise, and these
framework (RGF) are set out in the Audit Commission's guidance, which can
Strategic plan be found at www.audit-commission.gov.uk/nfi.

r
commissioning strategy The use of data by the Audit Commission in a data matching

 Youth participation exercise is carried out with statutory authority under its
strategy powers in Part 2A of the Audit Commission Act 1998. It
does not require the consent of the individuals concerned
Jump to: under the Data Protection Act 1998.

thoosg section...

Data matching by the Audit Commission is subject to a
Code of Practice. This may be found at www.audit-
commission.gov.uk/nfi. For further information on the Audit
Commission's legal powers and the reasons why it matches
particular information, see
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Tower Hamlets - Your council strategy documents - National fraud initiative Page 2 of 2

www.auditcommission.gov.uk/nfi/fptext.asp

For further information on data matching at this authority
contact our NFI Key Contact - Lino Messore on 0207 364
4774.

Useful links

Anti-fraud & corruption strategy

A

~top

Email: webteam@towerhamlets.gov.uk | This site is speech
enabled

Data protection | Freedom of information | Legal notices |
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\ | Tackling fraud robustly

“The National Fraud Initiative helps us tackle fraud. We have a
robust approach to identifying and tackling fraud and will do
everything we can to ensure value for money for local people.”

LEAD COUNCILLOR FOR RESOURCES JOSHUA PECK

Royal appointment

Bow fine food company Forman &
Field catered for the Queen at this
year’s Ascot Polo tournament.

WWW.FORMANANDFIELD.COM

Sample

some fine
local food

FINE foods company For- |
man & Field will host a -
free open day at its new

Bow premises, on October
4, to celebrate the start of
British Food fortnight.

The East End cormpany, which

recently relocated to Stour Road, -

Fish Island, supplies food to
many of the world's leading
restaurants and hotels.

In 2007 it was a regional fi-
nalist in UKTV Food's Local
Food Hero competition and in
2008 catered for the Queen at
the Ascot Polo tournament.

Forman'’s new purpose-built
home, which it moved to after
a three-year cornpulsory pur-
chase negotiation to make way
for London 2012, is the closest
private building to the future

An employee hangs up fish for smoking at Forman & Field's new premises in Bow

Olympic stadium. Fish-shaped,
it features a smokehouse and
production kitchen, two restau-
rants and a large events vere.

Openday highlights include

demonstrations and talks with
gourmet chefs as well as free
tastings of food and drink.
Owner Lance Forman said:
“My family have been wgoﬁ:m

salmon for four generations. We
are proud of what we do and we
want people to come along
and share our passion.

“ITam relishing the chance to

| News in brief
| Help with your loss

A BEREAVEMENT group for
people over the age of 50 has
been launched at Sonali Gar-

1 dens, a centre for older people.

The group, co-ordinated by
City & East London Bereave-
ment Service, will meet from

S | 6.30-8pm on Septernber 24, at

show off our amazing new
food destination. We are part of
London’s food heritage and
have a real story to tell”

The ovmd Qmw starts at noon. |

“79 Tarling Street, Stepney.

For further information, call

Allyson at LinkAge Plus on 7265
9292 or visit Sonali Gardens.

Rights for workers

WORKERS in building services,

I mmnmw. health, mon:& nmum trans-

“mg mmgbzw nm.zﬁmmﬂ ﬁomwﬁm
- and receptionists, can find out
| about employment rights.

The Vulnerable Workers Pro-
ject, delivered by the Trade
Union Congress (TUC) holds
advice sessions at Bow Business
Centre, 153-159 Bow Road every
Tuesday from 5-7pm.

For details call 7377 0773

00:5@ all owners and managers of
_businesses based.in Tower Haml

21
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Forman’s new purpose-built
home, which it moveq to after
a three-year compulsory pur-
chase negotiation to make way
for London 2012, is the closest

private wESS

BY KELLY RICKARD

TOWER Hamlets Council
will again be taking part
in the National Fraud [nj.
tiative which cross-checks
information held by the
public sector to identify
where people might be
committing fraud.

The council will be Pproviding
the Audit Commission with
information toncerning its em-
ployees and councillors along
with tenancy and Right to Buy
sales details, housing benefits,
parking permits, blue badges
and freedom passes to support

Are you missin

OLDER people who are strug-
gling with the spiralling cost of
living could be missing out on
financial benefits, according to
Help the Aged.

The charity estimates 207,000
* pensioners in London {20 per

22~ 28 SEPTEMBER 2008

An employee hangs up fish for smoking at Forman & Field

Olympic stadium, Fish-shaped, demonstrations and talks with
and  gourmet chefs ag well as free

it features 3 smokehouse
production kitchen, two restau-
fants and a large events venye.

Open day Emw&mgm include

_theinitiative. Lead councillor for
Tesources Joshua Peck explained:
“The council has a3 duty to
spend council tax payers'mon-
ey carefully and do our best not
tolose money to fraud -

“The NFl lets us compare the
information we hoid about res-
idents — who's claiming bene-
fits for example - with
government departments, This
enables us to tackle fraud local-
lyand ultimately keep costs and
touncil tax low”

He added: “We're cormmitted
to providing the best possible

services to local people. Part of

that is making sure these ser-

cent) are living in poverty and
struggling to afforg essentials
Items, yet tens of thousands are
failing to claim benefits to
which they are entitled.

The charity js encouraging
older people to find out if they

tastings of food and drink

Owner Lance Forman said.
“My family have been smoking .

vices reach people who need
ther and not thoge whodon't”
In 2006/7, the NFI, which is
managed by the Audit Corrumjs.
sion, helped identify “matches”
allowing the council to startto
recover more than £430,000.
More details on the council's
anti-fraud work are available on-
line at www.towerhamlets.
ms.cr\gﬁ.mnwg-&pﬁww
The whistle-blowing hotline
is 0800 528 0294.
For more information onthe

commission’s legal powers ang |
“why it matches particular infor-

mation, visit www.auditcom

) é&gms.:k\u&\ggﬁu

g out on pension credits

are eligible for pension credit -

. those who claim before the be-
ginning of October could receive
" 12 months backdateq payments.

For'more information, visit
g.wmmvgmwmmﬂ. org.uk or
call 7239 1845,

s

New premises in Bow

salmon for four generations. We
are proud of what we do and we
want people to come along
and share our passion,

“Tam relishing the chance to

' Call

show off our amazing new
food destination. We are part of
London’s food heritage and
have a real story to te) ~

The open day starts at noon,

ing all owners and m

about mzwﬁoﬁsgﬁ Iights,

The Vulnerabje Workers Pro-

ject, delivered by the Trade
Union Congress (TUC) holds
advice sessions at Bow Business
Centre, 153-159 Bow Road every
Tuesday from S-7pIo.

For details ca]] 7377 0773
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the dite was condemned by fite-  and my 8d-year-old mother lives ing room.

PN . &
fighters who cordoned jt off with  very close so I don’t want 1o Contractor Ballymore s working u.a?..hm_.! ....w
safety tape. move.” on a 20-storey mixed-used building lu‘—u AL Js
Now Mrs Waller, who has lived in Both Mrs Waller and her chil-  within walking  distance of .P e’ J.Wr
her Alpha Grove home for nine  dren. 13 ang 23 respectively, have Crossharbour and South Quay } £z h\ -

years, is considering moving out for  suffered medical. problems in DLR stations. L

her own health. recent months due to allergies. It says the wall crack is related to "
“This is the closest house to any Mrs Waller has contacted her  atree which was uprooted recently, F NEW

building site on the Isle of Dogs,”  local councillor, David Snowden,  while checks have been carried out ”

w!
she.said. “It’s a pure nightmare. I and housing association Toynbee  to monitor pollution and noise Jev. : TRIAL PRICE _“W m:qmﬂ
can't even wash my clothes in the  since last weekend. . I small 2 e

w %832 &ﬁaé. v [ o
Network ,,w,m__u.m § JOINING FIGHT | hN o
pbainhd kil AGAINST FRAUD i

EAST LONDON-based group Network Bangla
has celebrated jts onc-year anniversary after a R Hamiets C
. ok n TOWE ouncll will again be taking
Woﬁﬁ year of fund-raising and community pro- part in the National Fraud infi Which
The group, formed by Sulthana Begum, Abdul checks information held "..uﬁ_nﬂ ﬂﬂc:o uonﬂﬂ to
Hasnat, Koyes Ahmed and Fatema Khatun, aims "a!.;:i_ where people committing WINNER OF BRITAIN'
to bring people together 1o share ideas, resources Th - I will be di A
and learn from one another. @ counc i providing 50_ Audit 11 YEARS RUNNING:
It is also committed to community projects such Commission with nformation concer ng its
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Agenda ltem 83

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

Audit Committee | 06 January
2009

REPORT OF:

Annual Governance Statement

C te Director, R
orporate Director, Resources For the 2007/08 - Update

ORIGINATING OFFICER(S):
Ward(s) Affected: N/A

Service Head Risk Management

1. Summary

1.1 This report updates the Audit Committee of the progress made
in dealing with the significant issues identified within the annual
governance statement.

2. Recommendation

2.1 The Audit Committee is asked to note the action in dealing with
the issues raised on the annual governance contents of the
report.

3. Background

3.1 The Accounts and Audit Regulations 2003 and its subsequent
amendment by regulation 4(2) in 2006 require the Council to
conduct an review, at least annually of the effectiveness of its
governance arrangements and to publish an Annual
Governance Statement (AGS) with the annual financial
statements. The Statement of Recommended Practice 2007
required that the AGS be approved by the committee approving
the accounts, which at Tower Hamlets is the Audit Committee.

3.2  The statement for the year ending 30 June 2008 was presented
at the CMT on 17 June 2008 and subsequently to the Audit
Committee on 30 June 2008. The statement was finally signed
by the Chief Executive and the Leader following completion of
the external audit of the annual financial statement.

3.3  The table appended to this report outlines the governance issue

raised on the AGS, the agreed action, progress to date and the
deadline for dealing with the issue.
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Comments of the Chief Financial Officer
5.1  These are contained within the body of this report.

Concurrent Report of the Assistant Chief Executive (Legal
Services)

6.1  There are no immediate legal implications arising from this report.
One Tower Hamlets

7.1 There are no specific one Tower Hamlets considerations.

7.2 There are no specific Anti-Poverty issues arising from this report.
Risk Management Implications

8.1  The revised control environment should pick up the areas identified
as of concern and reduce the residual risk.

Sustainable Action for a Greener Environment (SAGE)

9.1  There are no specific SAGE implications.

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

Brief description of "background papers" Contact :

Annual Financial Statements for 2007-08 containing the Minesh Jani, 0738
Annual Governance Statement.
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Agenda Iltem 84

REPORT TO: DATE CLASSIFICATION REPORT NO. AGENDA NO.
Audit 06 January 2009

Committee

REPORT OF:

Corporate Director, Resources Risk Management Arrangements

ORIGINATING OFFICER(S): Ward(s) Affected: N/A

Service Head Risk Management

1. Summary

1.1 This report gives an update on the Council’s risk management
arrangements. The purpose of the report is to provide the Audit
Committee with an overview of how the authority’s processes facilitate the
identification and management of significant business risks.

2. Recommendation

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

3. Background

3.1 Risk management is an integral part of good corporate governance.
There are many definitions of corporate governance but the one used by
CIPFA is “..... the procedures associated with the decision making,
performance and control of organisations, with providing structures to give
overall direction to the organisation and to satisfy expectations of
accountability to those outside it”.

3.2 All organisations face risks in everything that they do but by the proper
management of its risks, organisations can benefit reducing their
significance; either by reducing the level of impact, or making the risk less
likely to happen. Over the last few years, the use of risk management as
a tool in the public sector has gained strength as the appreciation of how
risk management can be used as a technique for delivering an efficient
and effective service to all its stakeholders. This is demonstrated in
guidance issued by CIPFA / SOLACE, “Delivering Good Governance in
Local Government”, which makes reference to the need for effective
management of risks and suggest how authorities can use audit
committees to support a framework for effective systems of internal
control. The Use of Resources assessments have also focused on risk
management as an integral part of sound systems of internal control.
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3.3

At its inception, risk management came into being from failures in the
private sector where seemingly sound organisations failed spectacularly.
The focus was initially on the financial viability of such organisations and
how financial risk was being managed. Increasingly however, the
proactive approach to dealing with issues afforded by the risk
management technique is acknowledged. Risk management is thus
applied not just the financial consideration, but equally if not more so to
non financial considerations including the management of all resources,
reputational management, promoting innovation, supporting decision
making and developing effective performance management.

4. Corporate Risk Register

4.1

The review of risk at an operational and strategic level continues on a
quarterly basis at directorate and corporate levels. A timetable is in place
to aid all directorates capture key risks and assess their significance. The
methodology adopted by the authority to assess and prioritise key risks is
used to focus attention on those risks that require attending to. Significant
risks are examined at directorate level and any risk that remains
significant after existing control are taken into account (residual risk) are
reported to the Corporate Management Team (CMT) so that they can be
considered further. This process allows all risks to be captured, including
project and programme risks, contract, financial, reputational risks etc.

5. Risk Champions Meeting

5.1

5.2

5.3

Each directorate has nominated a key individual to be the risk champion
for their directorate. Their role includes to:-

e Update directorate risks every quarter,

Facilitate the embedding of risk management within the directorate;
Challenge officers in their directorate in their assessment of risk and
seek explanations over the proposed actions to manage the risk;
Disseminate good risk management practices within their directorate;
Provide advice and assistance as required;

Maintain the directorate risk register; and

Bring significant risks to the attention of the CMT.

The risk champions continue to meet every quarter and this forum
provides a channel by which significant operational, project, contract or
partnership risk can be included in the corporate risk process.

The CMT received an update on current risks on 16 October 2008. The

main changes to risks and new and emerging risks identified in the report
are summarised below.
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5.4

CLC8 - Loss of funding to support successful initiatives. This risk
was initially identified in June 2008 and given a “Red” status. The level of
exposure has reduced over the three months as arrangements are being
made to source other funding and review the likely spend.

RES 36 - Economic uncertainty and banking conditions lead to loss
of income or investment capital. This risk recognises the impact the
credit crunch is having on a variety of financial institutions and the
consequence of dealing with financial markets. A number of public sector
organisations have experienced difficulties recently and although Tower
Hamlets was not affected, there is residual risk in this area.

RES 37 - Next government spending review is not favourable for the
Council. The risk is that the formula grant distribution review for 2009/10
is lower than the grant floor announced as part of the Local Government
Finance Settlement announced in November 2007. There is also a risk
that Council tax increases are capped below current financial projections.

CO20 - Failure to meet government recycling target. This risk is
around recycling targets. There has been recent improvement in the
proportion of waste being recycled and management is more confident in
meeting the overall target, based on recent recycling data. The exposure
has thus been reduced slightly from “12” to “8”, although the RAG status
remains “Red”.

RES34 - Failure to fulfil employer responsibility around H&S. Three
directorates (D&R, Resources and Chief Executives) do not have robust
arrangements for making sure the authority’'s Heath and Safety
arrangements are fully fulfilled. This risk appreciates the need to ensure
corrective action is taken promptly.

RES35 - Failure of major contractor. In the current financial climate,
there is a risk that a significant contractor with whom the Council has a
relationship is unable to deliver the contract requirements or that future
contractual arrangements are more expensive. Although this risk is not
regarded as very high, a score “6” indicates an amber status, which
means the authority needs to be on its guard against this risk, as far as
this is practical.

For all significant risks, action plans are in place to reduce the Council’s
overall exposure from the risks.
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6. Embedding Risk Management

6.1

Over the last year, a number activities have been initiated to further
embed risk management, including:

Half day training courses for risk management as part of the corporate
Learning and Development programme;

Introduction to risk management for new starters;

The role of the Audit Committee in dealing with risk management;
Training session for members to introduce risk management and anti
fraud as part of good governance;

An introduction to risk management for LAB;

Risk management workshops for services to develop their risk
management practices;

On going assistance and advice to senior officers across the authority;
A review and update of the risk management guidance used by staff
and managers;

Development of an e-learning tool capturing risk management, money
laundering, and anti fraud;

A simplification of the corporate and strategic risks and the
accompanying procedures;

A review of a number of electronic solutions to assist in the
management and reporting of risks with a view to procuring a practical
software; and

Discussions around the development of a risk management framework
with the Interim Director of Tower Hamlets Partnerships for Tower
Hamlets Partnerships.

7. Use of Resources

7.1

Under the Use of Resources assessment, the Audit Commission
assessed risk management as an element of Internal Control. For
2007/08, their assessment scored risk management 3 out of 4, which
means that this area is performing well. To try and improve on this score
under the Comprehensive Area Agreement, a number of actions are
proposed, as detailed below.
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8.

Next step

8.1

8.2

The following key actions are in hand to further enhance the risk
management process by:

e Procuring an automated tool to facilitate the effective collection and
reporting of risks. This will include training officers across the authority
and our strategic partners as appropriate;

e Capturing sustainability impact appraisals to support strategic policy
decisions;

o Developing an effective e-learning tool further, which will facilitate a
more flexible learning and provide a robust arrangement for training,
particularly new starters;

e Continuing to provide training and support to the Council and its key
partners, including third sector organisations where appropriate;

e Setting up a partnership risk champions group to discuss partnership
risks; and

¢ Enhancing key performance indicators for monitoring the effectiveness
of the risk management process.

The training provision is on-going but it is expected that the activities
identified above will have been set up by March 2009.

National Risk Register

9.1

9.2

The National Risk Register was published by the Cabinet Office in
November 2008 and is intended to capture the range of emergencies that
might have a major impact on all, or significant parts of the UK. The
register provides an assessment that the UK and its citizens could face
over the next five years and is categories into three parts; accidents,
natural events (collectively known as hazards) and malicious attacks
(threats).

Much of the information in the risk registers is unsurprising but emergency
planners have found them useful because:

e They bring together a great deal of information about potential risks
that is relevant and consistent;

e The different risks can be compared broadly on a like for like basis;
and

e They help in making decisions about which risk to plan for and what
their consequences are likely to be.
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9.3

9.4

The government does not expect individuals or communities to tackle any
of the risks described on the register on their own. In all cases, the
Government is working to reduce the risks to the UK from civil
emergencies, ranging from flu pandemic and serious funding, to
international terrorism. It also expects to provide an effective response
where emergencies cannot be prevented from happening. The national
risk register is for those however, who want to improve their own
preparedness.

The table below is a pictorial illustration of the high consequence risks
facing the UK. Some of these are relevant to Tower Hamlets; the risk
champions plan to review them at their next meeting.

Figure 1: An illustration of the high consequence risks facing the United Kingdom

eduw| 9Alle|aYy

Pandemic
Influenza

Flooding Attacks on
Crowde

d
> : Places
Non-conventional Attacks on
Attacks* Transport
Severe
Weather
Animal
I Electronic
Attacks

Coastal
Flooding

Inland

Attacks on

Major Industrial
Accidents
Critical

Infrastructure

Major Transport
Accidents
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* The use of some chemical, biological, radiological and nuclear (CBRN) materials has the potential to have very serious and
widespread consequences. An example would be the use of a nuclear device. There is no historical precedent for this type of
terrorist attack which is excluded from the non-conventional grouping on the diagram.
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10.

11.

12.

13.

14.

Comments of the Chief Financial Officer

10.1 These are contained within the body of this report.

Concurrent Report of the Assistant Chief Executive (Legal
Services)

11.1  There are no immediate legal implications arising from this report.
One Tower Hamlets

12.1 There are no specific one Tower Hamlets considerations.

12.2  There are no specific Anti-Poverty issues arising from this report.
Risk Management Implications

13.1 The revised control environment should pick up the areas identified as of
concern and reduce the residual risk.

Sustainable Action for a Greener Environment (SAGE)

14.1 There are no specific SAGE implications.

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

Brief description of "background papers" Contact :

Minesh Jani, 0738

Delivering good governance — CIPFA
National Risk Register — Cabinet Office
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