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TOWER HAMLETS

Meeting of the

AUDIT COMMITTEE

Tuesday, 29 September 2009 at 7.30 p.m.

AGENDA

VENUE
Meeting Room M71, Seventh Floor, Town Hall, Mulberry Place, 5
Clove Crescent, London, E14 2BG

Members: Deputies (if any):

Chair: Councillor Fazlul Haque
Vice-Chair:Councillor Helal Abbas

Councillor Stephanie Eaton Councillor M. Shahid Ali, (Designated
Councillor Clair Hawkins Deputy representing Councillors Fazlul
Councillor Denise Jones Haque, Helal Abbas, Clair Hawkins and
Councillor Abjol Miah Denise Jones)

Councillor David Snowdon Councillor Lutfa Begum, (Designated

Deputy representing Councillors Fazlul
Haque, Helal Abbas, Clair Hawkins and
Denise Jones)

Councillor Rupert Eckhardt, (Designated
Deputy representing Councillor David
Snowdon)

Councillor Harun Miah, (Designated
Deputy representing Councillor Abjol
Miah)

Councillor Abdul Munim, (Designated
Deputy representing Councillor Abjol
Miah)

Councillor Muhammad Abdullah Salique,
(Designated Deputy representing
Councillors Fazlul Haque, Helal Abbas,
Clair Hawkins and Denise Jones)

[Note: The quorum for this body is 3 Members].
If you require any further information relating to this meeting, would like to request a large
print, Braille or audio version of this document, or would like to discuss access arrangements
or any other special requirements, please contact: Zoe Folley, Democratic Services,

Tel: 020 7364 4877, E-mail: Zoe.Folley@towerhamlets.gov.uk




5.1

LONDON BOROUGH OF TOWER HAMLETS
AUDIT COMMITTEE
Tuesday, 29 September 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.

PAGE WARD(S)
NUMBER  AFFECTED

UNRESTRICTED MINUTES
To confirm as a correct record of the proceedings the 3-8

unrestricted minutes of the ordinary meeting of the Audit
Committee held on 29" June 2009.

DEPUTATIONS AND PETITIONS

To receive any deputations or petitions.

MATTERS ARISING FROM PREVIOUS
MEETINGS

Feedback Presentations - Nil/Limited Assurance 9-16
To receive presentations from Development and Renewal

on Section 106 Planning Agreements and Asset

Management on the Management of the Commercial

Property Portfolio.

(Issues last discussed by Committee on 31% March 2009).

Progress Reports attached.

Also attached is summaries of the audits undertaken of
these areas and actions arising.



UNRESTRICTED AUDIT COMMISSION
REPORTS FOR CONSIDERATION

Tower Hamlets Annual Governance Reports 2008/09 -
Council's Accounts and Pension Fund (To Follow)

UNRESTRICTED TOWER HAMLETS ITEMS
FOR CONSDIERATION

Internal Audit Annual Report 2008/09
To note the content of the annual audit report, the
summary of audits undertaken and the Head of Audit

opinion.

Quarterly Internal Audit Assurance Report April 2009 -
August 2009

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

Revised Statement of Accounts 2008 - 09 (To Follow)
To note the amendments to the draft Statement of
Accounts previously approved and the revised Statement
of Accounts presented.

Pensions Fund Annual Report 2008 - 09 (To Follow)
Report to follow.

Annual Anti Fraud Report 2008/09

To note the contents of the report.

Anti Fraud and Corruption Strategy Red Book 2

To note the contents of the report.

Treasury Activity for Period Ending 31st May 2009

To note the contents of the report.

ANY URGENT UNRESTRICTED BUSINESS

17 - 66

67 - 116

117 - 120

121 -130

131 - 148

149 - 156
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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\3\Al00020388\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\3\Al00020388\Notefromchiefexecutiveredeclarationofinterests07010850.doc
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AUDIT COMMITTEE, 29/06/2009 SECTION%NE (UNRESI
LONDON BOROUGH OF TOWER HAMLETS
MINUTES OF THE AUDIT COMMITTEE
HELD AT 6.30 P.M. ON MONDAY, 29 JUNE 2009

MEETING ROOM M71, SEVENTH FLOOR, TOWN HALL, MULBERRY PLACE, 5
CLOVE CRESCENT, LONDON, E14 2BG

Members Present:
Councillor Fazlul Haque (Chair)

Councillor Helal Abbas
Councillor Clair Hawkins

Councillor Denise Jones (Scrutiny Lead Member: A Safe and
Supportive Community)
Councillor Stephanie Eaton (Leader Liberal Democrat Group)

Councillor David Snowdon

Other Councillors Present:

Officers Present:

Alan Finch — (Service Head, Corporate Finance, Resources)
Minesh Jani — (Service Head, Risk Management)

Mario Leo — (Head of Legal Services - Environment)

Jon Hayes — (District Auditor, Audit Commission)

Sharon Martin — (Senior Audit Manager, Audit Commission)
Zoe Folley — (Committee Officer, Chief Executive's)

1. INTRODUCTIONS AND ANNOUNCEMENTS.

The Chair, Councillor Haque, welcomed all to the meeting and asked all in
attendance to introduce themselves.

Councillor Haque reported that some of the non urgent items of business on
the agenda may need to be deferred for consideration at the next meeting of
the Committee as Members of the Committee were due to attend another
meeting this evening starting at 7:00pm.

Councillor Eaton strongly objected to this proposal. She considered that this
was an important meeting at which vital issues to the Authority would be
discussed. This should not be rushed. She strongly objected to the proposal
to defer these items to the next meeting in September. Councillor Snowdon
concurred with these views.
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AUDIT COMMITTEE, 29/06/2009 SECTION ONE (UNRESTRICTED)

2. APPOINTMENT OF VICE CHAIR
RESOLVED

That Councillor Helal Abbas be appointed Vice-Chair of the Audit Committee
for the municipal year 2009/10.

3. APOLOGIES FOR ABSENCE
No apologies were reported.
4. DECLARATIONS OF INTEREST

Councillor Fazlul Haque declared a general personal interest in the agenda.
The declaration was made on the basis that the agenda contained references
to Tower Hamlets Homes and Councillor Haque was a member of the Tower
Hamlets Homes Board.

Councillor Denise Jones declared a general personal interest in the agenda.
The declaration was made on the basis that the agenda contained references
to:

e the Tower Hamlets Primary Care Trust (PCT) and
e Tower Hamlets Homes

And Councillor Jones was a non Executive Delegate for the Council on the
PCT and a member of the Tower Hamlets Homes Board.

5. UNRESTRICTED MINUTES

RESOLVED that the unrestricted minutes of the meeting held on 31% March
2009 be approved subject to minute 5.2 (Annual Audit and Inspection Letter)
being amended to clarify that the letter would be circulated to all Members
and submitted to Cabinet in May for Member consideration. As a result it
would not be submitted to this meeting for further Member consideration.

e Matters Arising

Mr Minesh Jani (Service Head Risk Management) reported that a number of
presentations from services were due to be given at this meeting.
Development & Renewal were due to present an update on Section 106
planning obligations, addressing the actions requested by the Committee on
31% March 2009 (minute 4.2).

Asset Management were also due to report on the Commercial Property
Portfolio addressing the risks in this area. (Minute 4.3 (a)). However due to
time constraints, these presentations would now be considered at the next
meeting of the Audit Committee to be held on 29" September 2009.

ACTION BY: Minesh Jani (Service Head Risk Management)
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AUDIT COMMITTEE, 29/06/2009 SECTION ONE (UNRESTRICTED)
Democratic Services (ZF)
6. DEPUTATIONS AND PETITIONS
None received.
7. AUDIT COMMITTEE TERMS OF REFERENCE AND MEMBERSHIP

RESOLVED that the Terms of Reference and Committee Membership and
future dates of meetings be agreed.

Councillor Hawkins considered that some of the future dates clashed with
meetings of the General Purposes Committee and LAP meetings. Councillor
Hawkins also pointed out that Councillor Shahed Ali was listed as a Deputy
Member for the Respect Group, but was no longer a member of this Group.
This needed to be reviewed. ACTION BY: Zoe Folley, (Committee Officer).
Democratic Services.

8. UNRESTRICTED AUDIT COMMISSION REPORTS FOR CONSIDERATION

8.1 Tower Hamlets Pension Fund - Annual Audit Fee 2009/10

Mr Jon Hayes (District Auditor, Audit Commission) introduced the report of the
Audit Commission.

The report confirmed the audit work they proposed to undertake for the
2009/10 financial year on the Tower Hamlets Pensions Fund. Following a
brief discussion, it was RESOLVED that the report be noted.

ACTION BY: John Hayes (District Auditor, Audit Commission)

8.2 LBTH - Annual Audit Fee 2009/10

Mr Jon Hayes (District Auditor, Audit Commission) presented the report of the
Audit Commission confirming the work they proposed to undertake for the
2009/10 financial year at the Authority.

The Committee considered a summary of the total indicative fee for the audit
for 2009/10.

Councillor Haque queried the rise in fees baring in mind the Authority was
now a four star Authority. Councillor Eaton requested that the rise in fees on
the financial statements be discussed.

In reply, Mr Hayes reported that the level of fee was shaped by a number of

factors including the requirements within the International Financial Reporting
Standards and the current economic climate.
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AUDIT COMMITTEE, 29/06/2009 SECTION ONE (UNRESTRICTED)

Mr Hayes also reported that the criteria was by and large guided by the scales
of fees set by the Audit Commission. The fee for 2009/10 was 9% below the
scale. The figures for 2009/10 were indicative at present.

Finally it was RESOLVED that the report be noted.

ACTION BY: John Hayes (District Auditor, Audit Commission)

8.3 Audit Committee Progress Report June 2009

Mr Hayes (District Auditor, Audit Commission) introduced the progress report.
The purpose of which was to brief the Audit Committee on audit work
completed by the Audit Commission since March 2009 and to inform the
Committee of work currently being planned or undertaken.

Details of all work included in the 2008/09 report were attached to the report.

In relation to homelessness (page 27 of the agenda), Ms Sharon Martin
(Senior Manager, Audit Commission) clarified that the work on this review was
complete and the Audit Commission were now satisfied that the issues were
being taking forward in action plans prepared by the Council. The Audit
Commission work in this area will inform the Use of Resources assessment
and a separate report would not be issued.

Councillor Ohid Ahmed asked about the fees quoted for Grant Claims given
that there were now fewer grants claims that required certification by the Audit
Commission. He commented that in particular the Council would not be
receiving European Funding in the future. Mr Hayes reported that the figure
for 2008/09 had yet to be finalised. However, once completed, this would
inform the 2009/10 calculation. He also commented that the fee for grants had
reduced in recent years in line with the reduction in the number of claims
requiring certification.

Mr Hayes also clarified that the references to individual officers in the named
officers column (in Appendix 1&2 of the report) related to their role rather than
the post holder.

RESOLVED that the report be noted.

ACTION BY: John Hayes (District Auditor, Audit Commission)
9. UNRESTRICTED TOWER HAMLETS ITEMS FOR CONSDIERATION
9.1  Annual Governance Statement 2008/09
Mr Jani (Service Head Risk Management) introduced the Annual Governance

Statement for 2008/09. The report sets out the framework for reviewing and
reporting on the Council’'s systems on internal control and governance. The
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AUDIT COMMITTEE, 29/06/2009 SECTION ONE (UNRESTRICTED)

purpose of this review was to provide assurance that the accounts were
underpinned by adequate governance arrangements.

Councillor Eaton requested that the list of key governance and control issues,
set out on page 38 of the report be expanded to include the following points:

e Toimprove the management of sickness absence;

e To review and ensure the arrangements for safeguarding children;

e To review and ensure the delivery of additional housing to reduce
overcrowding in accordance with Cabinet policy in this area.

In response to advice from Mr Leo (Head of Legal Services, Environment), Mr
Jani agreed to review the above suggested amendments, to clarify any areas
outside the Authority’s control and to report any significant issues arising from
this back to the Committee for further discussion. ACTION BY. M Jani
(Service Head Risk Management)

RESOLVED:

(1)  That the process and finding set out in paragraphs 4.1 and 7.4 of the
report, be noted; and

(2)  That the Annual Governance Statement for the financial year 2008/09
at Appendix 3 to the report be agreed subject to the inclusion of the
amendments proposed by Councillor Eaton and that any issues arising
from the amendments be reported back to the next meeting of the
Committee.

ACTION BY: Chris Naylor (Corporate Director Resources)
Minesh Jani (Service Head Risk Management)

9.2 Final Accounts 2008/09

Mr Finch (Service Head Corporate Finance) introduced the Draft Statement of
Accounts for 2008-09 covering the key points within. He invited the
Committee to consider and approve the Accounts and following on from that
the Chair to sign a copy of them for submission to the external auditor.

In response, Mr Finch reported on the process for preparing the draft
accounts. Mr Finch commented that this was a long and complex process,
which started at the end of the financial year ending 31 March 2009.

The accounts had been submitted to the external Auditor for consideration.
This process was due to run until the end of September 2009 and would be
publicised to the public, who during which time, would be able to raise issues
on the Accounts.

Councillor Abbas queried the implications of the loss on the Pension Fund
Accounts. In reply, Mr Finch reported on the losses incurred during the year
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AUDIT COMMITTEE, 29/06/2009 SECTION ONE (UNRESTRICTED)

and that this was likely to be fairly typical as all Local Government Pension
schemes were subject to the same market conditions due to the current
economic climate. However, it was a relatively immature scheme and was not
due to pay the bulk of liabilities for many years. Mr Finch expressed near
certainty that the markets would recover in this time and the funds value
would rise accordingly.

Councillor Haque referred to the International Financial Reporting Standards.
He asked about the planning process for this? Mr Finch clarified that a project
team had been established to take forward this work and an accountant had
been seconded to work on this. Further advice from CIPFA was awaited to
clarify what exactly needed to be done.

In relation to reserves, Councillor Abbas asked whether they were sufficient in
view of the economic downturn? Mr Finch acknowledged that the downturn
introduced a fair degree of uncertainty and pressure on budgets. However he
was confident that the reserves were sufficient.

RESOLVED:

1. That the draft final Statement of Accounts for the financial year ending
31% March 2009 be approved:

2. That it be noted that the accounts will now be submitted for audit; and

3. That progress towards meeting the International Financial Reporting
Standard (IFRS) be noted.

ACTION BY: Chris Naylor (Corporate Director Resources)
Alan Finch (Service Head Corporate Finance)

10. ITEMS DEFERRED TO THE NEXT MEETING

RESOLVED: That the following items of business be deferred for
consideration at the next meeting of the Audit Committee on 29" September
2009:

Internal Audit Annual Report 2008/09

Annual Anti Fraud Report 2008/09

Anti Fraud and Corruption Strategy Red Book 2
Treasury Activity for Period Ending 31st May 2009

The meeting ended at 7.10 p.m.

Chair, Councillor Fazlul Haque
Audit Committee
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Agenda ltem 51

Report To Date Classification Report No. Agenda
Item
Audit Committee | 29" September
2009
Report From: Title:
Corporate Director of Development Briefing S106 Planning Contributions
and Renewal Up-date

Originating Officer(s)

David Williams, Development Manager
Development and Renewal

Wards Affected : All Wards

Summary Up-date

Officers made reports to Audit Committee in January 2009 and again in
March 2009 detailing progress against recommendations from the 2008
Internal Audit of s106 and explaining what s106 planning contributions are
and processes around its administration and management.

At the March 2009 Audit Committee it was agreed that the s106 accounts
be reported on a six monthly basis to Cabinet.

Officers have now prepared the first of these overall reports on the current
accounting position and it is to go to the Leadership in late September
2009. As the reports on the accounts at this stage are for noting the reports
are not going forward to Cabinet.

The Audit Committee also asked some more detailed questions about the
information presented at the March 2009 meeting. To remind the
Committee these were:

(i) A breakdown of the contributions yet to be received but secured
in the last 5 years:

(ii) the programme of received and committed expenditure including
project expenditure details;

It was discussed in March 2009 with Members that this information could be
extremely detailed and may be too much for an up-date report, in effect
there were hundreds of individual agreements which would need to be
listed.

It was agreed that this would be done and presented in a manageable way
which is what Officers are working on and have now completed.

Officers are currently preparing a report for the Leadership following which
the detailed information requested can be reported to Audit.
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AUDIT COMMITTEE - 29 September 2009

ASSET MANAGEMENT - Management of the Council’s Commercial
Portfolio

Background

This report provides an update on the current position in respect of the Service’s
management of the Council’'s commercial property portfolio following the Audit
Report issued in January 2009.

The final report issued contained seventeen audit recommendations, fifteen of
which were high priority with the remaining two ranked medium priority resulting
in a “Nil Assurance” rating being assigned to the service in that report.

A follow up review has since been undertaken and a further report assigning the
service a “Substantial Assurance” has been issued.

Since issuing the earlier report, documented procedures have been put in place
and widely publicised within the team. The procedures cover the range of work
undertaken by the team such as rent reviews, lease renewals, valuations, and
other landlord and tenant matters as well as disposals and acquisitions. These
procedure notes are considered “living” documents and are kept under regular
review.

Current Position

A team plan detailing key performance indicators is also in place and progress
made in respect of some of the key areas to date is outlined below:

Work Stream Position as at | Position as at| Comments
July 2008 September
2009
Rent Reviews 90 Outstanding |42 completed | All outstanding rent reviews
with 48 | have been actioned with

outstanding.

negotiations either
concluded or in progress. A
total of 8 have either been
or are in the process of
being referred to third party
determination.
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Lease Renewals 65 outstanding | 29 outstanding
with 11
completed.

All outstanding lease
renewals have been
actioned with Legal

Services instructed in
respect of 25 and the
remainder under negotiation
with the lessees.

Condition Surveys — 95% completed
Statutory Testing — 100% on order
Shop Policy Report drafted for Cabinet

Asset Management Board established and meets regularly
The Council’'s Asset Management Plan has been written and adopted
The Councils property database, CAPS, is now in place, populated and

reconciled with the Council's Fixed Asset Register maintained by the
Council’'s Corporate Finance Team. It is proposed to reconcile both sets of

records on a regular basis.

e Regular routine inspections are now being undertaken of the Council’s

commercial portfolio.

Resources — A fully funded structure has now been agreed and recruitment is
currently underway with two rounds of interviews completed and appointments

made into permanent posts
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Agenda ltem 71

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

Audit Committee | 29 June 2009

REPORT OF:

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

Service Head Risk Management

1. Summary

1.1 This report provides the annual internal audit opinion in accordance with
the CIPFA Code of Practice for Internal Audit. The opinion supports the
annual governance statement, which forms part of the annual statement of
accounts required under the Accounts and Audit Regulations 2003 (as
amended).

1.2  The report concludes that the Council has an effective system of internal
control which was in operation throughout 2008/09. The Head of Audit
opinion is attached to this report at appendices 4 and 5.

2. Recommendation

2.1  The Audit Committee is asked to note the content of the annual audit
report, the summary of audits undertaken which have not been previously
reported and the Head of Audit opinion.

3. Introduction

3.1 The purpose of this report is to meet the Head of Internal Audit annual
reporting requirements set out in the CIPFA Code of Practice for Internal
Audit in Local Government in the United Kingdom 2006. The Code
advises that this report includes an opinion on the overall adequacy and
effectiveness of the organisation’s internal control environment and
presents a summary of the audit work undertaken to formulate the opinion.
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3.2

This report is set out as follows:

Opinion and basis of opinion

=  Summary of audit work undertaken in 2008/09

= Appendix 1 - Audit Resources

= Appendix 2 — Summaries of reports not previously reported.
Summaries of all audit reports are submitted to the Audit Committee.
These are the outstanding summaries for 2008/09

Appendix 3 — List of audits undertaken in 2008/09

Appendix 4 — Summary Head of Audit Opinion

Appendix 5 — Detailed Head of Audit Opinion

Appendix 6 — Peer review and benchmarking club.

4. Statement of Responsibility

41

4.2

The Council is responsible for ensuring its business is conducted in
accordance with the law and proper standards, and that public money is
safeguarded and properly accounted for, and used economically, efficiently
and effectively. The Council also has a duty under the Local Government
Act 1999 to make arrangements to secure continuous improvement in the
way in which it functions are exercised, having regard to a combination of
economy, efficiency and effectiveness.

In discharging this overall responsibility, the Council is also responsible for
ensuring that there is a sound system of internal control which facilitates
the effective exercise of the Council’'s functions and which includes
arrangements for the management of risk.

5. Opinion

5.1

It is my opinion that | can provide satisfactory assurance that the authority
has a reasonable system of internal control and that this was operating
effectively during 2008/09. The basis for this opinion is set out below.

6. Basis of Opinion

6.1

The annual internal audit opinion is derived primarily from the work of
Internal Audit during the year as part of the agreed internal audit plan
2008/09. A summary of that work is set out in paragraph 8 below. Internal
Audit has been given unfettered access to all areas and systems across
the Authority and has received appropriate co-operation.
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6.2

6.3

6.4

Internal audit work has been carried out in accordance with the mandatory
standards and good practice contained within the CIPFA Code of Practice
for Internal Audit in Local Government in the UK 2006 and additionally
from its own internal quality assurance systems.

My opinion is primarily based on the work carried out by Internal Audit
during the year on the principal risks, identified within the organisation’s
Assurance Framework. Where principal risks are identified within the
organisation’s framework that are not included in Internal Audit’'s coverage,
| am satisfied that a system is in place that provides reasonable assurance
that these risks are being managed effectively.

n planning audit coverage and in forming the annual opinion, | have taken
account of other sources of assurance, including the work of the Audit
Commission and other inspectors pertaining to or reported during 2008/09.
Details of the other sources of assurances and the assurances obtained
from the work of audit are attached at appendix 4.

Audit Resources

7.1

7.2

7.3

7.4

The resources available to Internal Audit are set out in appendix one
below. Internal Audit is provided in partnership with Deloitte & Touche
Public Sector Ltd. An in-house team of nine auditors works with resources
provided by Deloitte under the contract.

The resources made available were adequate for the fulfilment of the
Authority’s duties. The partnership with Deloitte has given the authority
access to greater capacity, particularly in computer audit.

Productivity was maintained at planned levels. Sickness absence in the
team was 6.2 days per person on average, compared to 5 days in
2007/08.

During the year, there was a greater emphasis on risk based audits, which
reflects the internal audit strategy in delivering assurance to the Council.
The level of computer audit and contract audit has been maintained at a
reasonable level throughout the year.

Summary of Audit Work

8.1

A list of the audits undertaken in 2008/09 is attached to main body of the
report at appendix 3 including the assurance levels assigned. Audit
assurance is assigned one of four categories: Nil, Limited, Substantial and
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8.2

8.3

8.4

8.5

8.6

Full. Audits are also categorised by the significance of the systems. These
are defined in appendix 2.

Summaries of the audit reports are reported quarterly to CMT and the
Audit Committee. Appendix 2 provides the summaries of those reports not
complete at the time of the last report on audit findings for 2008/09.

A summary of the audit assurance resulting from audit reports in 2008/09
is provided in the table below.

Assurance
Audits 08/09
Full Substantial Limited Nil

Extensive 0 41 10 0
)
o
c
©

& Moderate 0 24 26 1
c
2
N

Low 0 2 3 0

Total 0 67 39 1

The table shows that 67 of the systems audited achieved an assurance
level of full or substantial. Full or substantial assurance means that an
effective level of control was in place. 40 of systems audited were rated as
limited or nil assurance.

Limited assurance means that there are controls in place, but that there
are weaknesses such that undermine the effectiveness of the controls. In
all cases actions are identified to rectify these weaknesses. The one case
where Nil assurance was given related to the management of the Council’s
Commercial Portfolio. A follow-up audit has been programmed to assess
the progress in implementing the recommendations made in the audit
report.

From the Internal Audit work during 2008/09 financial year, we identified
risks in the Council's systems for paying its creditors; procurement;
business continuity planning; and recovery of income for housing major
works. Action plans have been agreed to address the key control
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9.1

9.2

9.3

9.4

10

weaknesses in these areas, and a programme of follow up audit work will
be undertaken to assess the progress.

8.7  From our Internal Audit work during 2008/09, we can provide an overall
assurance that Tower Hamlets has an effective internal control framework
with identified areas for improvement. In general, the key controls are in
place and are operational. There is ownership of internal control at all
management levels, which is evidenced by the positive response to audit
recommendations.

Audit Performance
Internal Audit report two core performance indicators as part of Chief Executives

performance monitoring and quarterly to the Audit Panel. The performance for
2008/09 is set out in the table below.

2008/09

Performance Measure Target Actual

Percentage of operational plan completed (to at least

0, 0,
draft report stage) in the year 100% 100%

Percentage of recommendations followed up that

0 0,
have been implemented by 6 month review date 95% 77%

As at the 31 March 2009, 100% of the operational plan was completed. A
number of audits were still in progress, but have now been completed/ or are
awaiting management comment.

Internal Audit's planned programme of work includes a check on the
implementation of all agreed recommendations. This review is carried out six
months after the end of the audit. At the point of follow-up, 77% of
recommendations had been implemented. Internal Audit maintains a record of
outstanding recommendations and carry out further checks on recommendations
not complete at the six month review.

The budget outturn is set out in appendix 1. Internal Audit is benchmarked
against a basket of authorities as part of the CIPFA benchmarking club. Data for
2008/09 will be submitted and key points will be reported to a future CMT and
Audit Committee.

Comments of the Chief Financial Officer

10.1 These are contained within the body of this report.
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11

12

13

14

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
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APPENDIX 1
Internal Audit — Resources 2008/09

Available audit days

R?:\:lsed % Outturn %
an
In-house staff days 2,228 81 2,282 79
Deloitte / external 522 19 591 21
2,750 2,873
Gross days
less Leave 278 10 264 9
less Sickness absence 60 2 56 2
less Non Operational Time 220 8 194 7
Unproductive time 558 20 514 18
2,192 80% 2,359 82%
Net productive days
Internal Audit Budget 2008/09
Budget Actual Variance
£ £ £
Salaries 547 537 -10
Contract costs 209 237 28
Running costs 36 14 -22
Central Recharges 119 124 5
Gross cost recharged 911 (M)912 1

(*) — please note: £35k transferred to Risk Management for implementation of
new system.
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Internal Audit Reports 2008/09 — Summary of Audit Reports

Assurance ratings

Level

1 Full Assurance Evaluation opinion - There is a sound system of control designed to achieve
the system objectives, and
Testing opinion - The controls are being consistently applied.

2 Substantial Assurance Evaluation opinion - While there is a basically sound system there are
weaknesses which put some of the control objectives at risk, and/ or
Testing opinion - There is evidence that the level of non-compliance with
some of the controls may put some of the system objectives at risk.

3 Limited Assurance Evaluation opinion - Weakness in the system of controls are such as to put
the system objectives at risk, and/or
Testing opinion - The level of non-compliance puts the system objectives at
risk.

4 No Assurance Evaluation opinion - Control is generally weak leaving the system open to
significant error or abuse, and/or
Testing opinion - Significant non-compliance with basic controls leaves the
system open to error or abuse.

Significance ratings

Extensive High Risk, High Impact area including Fundamental Financial Systems,
Major Service activity, Scale of Service in excess of £5m.

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

Low Low impact service area, Scale of Service below £1m.
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APPENDIX 3
Internal Audit Coverage — 2008/09

Internal Audit Reports 2008/09 — Summary of audit reports

Audit Description | Significance Assurance

Corporate Systems

Project Management Moderate Limited

Management of Corporate Complaints Extensive Substantial

Scheme of Delegation Extensive Substantial
Extensive Substantial

Local Authority Performance Indicators

Assistant Chief Executive’s

Communication Strategy Extensive Substantial

Members Code of Conduct — Follow Up Moderate Substantial

Children’s Services

Building Schools for the Future — Programme and | EXtensive Substantial
project management

Children’s Centres Moderate Limited
Contract Services — Income Collection and Extensive Limited
monitoring

Contract Services — Income Collection and Extensive Substantial
monitoring — FU

Home to School Transport Moderate Substantial
Officers Expense Claims Low Limited
End of Year School Accounts  Reconciliation — Extensive Substantial
Follow Up

Fostering Follow Up Extensive Limited
Marner School Contract Audit Low Substantial
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Audit Description Significance Assurance

Schools' Regularity Audit

Lawdale Primary School - Regularity audit Moderate Limited
Old Palace Primary School Moderate Limited
St. Agnes RC Primary School Moderate Limited
Redlands Primary School Moderate Limited
Arnhem Wharf Primary School Moderate Limited
Stewart Headlam Primary School Moderate Limited
Kobi Nazrul Primary School Moderate Limited
Malmesbury Primary School Moderate Substantial
English Martyrs Roman Catholic School Moderate Substantial
Wellington Primary School Moderate Substantial
Bluegate Fields Infant School Moderate Substantial
Cayley Primary School Moderate Substantial
Arnhem Wharf Primary School Moderate Substantial
Sir William Burrough Primary (Draft) Moderate Substantial
Elizabeth Selby Infant School (Revised Draft) Moderate Substantial
Ben Jonson School (draft) Moderate Substantial
Holy Family Catholic Primary School (Revised Draft) Moderate Limited
St Peters CoE Primary School (Draft) Moderate Limited
St Mary and St Michael Primary (Draft) Moderate Limited
St Elizaebeth Catholic Primary School (revised draft) Moderate Limited
Lansbury Lawrence Primary School (draft) Moderate Limited
St Saviours Primary School (draft) Moderate Limited

Communities, Localities and Culture

Control and Monitoring of on-street Parking Moderate Limited
Income
Brady Arts Centre Moderate Substantial
Waste Disposal — Contract Monitoring Extensive Limited
Low Limited
Fuel Purchase and usage Substantial
Crime Reduction — Project Management and grant | EXtensive Substantial
usage
Transport Recharges Moderate Limited
Blue Badges Moderate Limited
Street Lighting — Follow Up Moderate Limited
Street Works — Follow Up Moderate Limited
Waste Collection Contract Monitoring — Follow up | Extensive Substantial
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Audit Description Significance Assurance
Car Pound — Follow Up Moderate Substantial
Canary Wharf Idea Stores - FU Moderate Substantial
Highways Inspections - FU Moderate Limited
HR2 Forms sample test - Compensation Claims Moderate Limited

for Highways

Penalty Charge Notices - FU Moderate Limited
Development and Renewal

Client Monitoring of ALMO Extensive Limited
Local Area Agreements Extensive Substantial
Management of Commercial Property portfolio Moderate Nil

Tower Hamlets Homes

Governance Extensive Substantial
Horticulture contract monitoring Low Limited
Major Works Extensive Limited
Management of Voids Extensive Substantial
Service Charges Extensive Limited
Right to Buy — Follow Up Extensive Substantial
Gas Repairs and Maintenance — Follow up Moderate Substantial
Sidney Street — Contract Audit Moderate Substantial
Adults Health and Wellbeing

Commissioning of Elderly Services Extensive Substantial
Homelessness Assessment Extensive Substantial
Supporting People Extensive Substantial
Income collection and monitoring Extensive Substantial
Sickness Management — Follow Up Moderate Limited
Family Rent Deposit Scheme — Follow Up Moderate Substantial
Receiverships — Follow Up Moderate Substantial
Direct Payments — Follow Up Moderate Substantial
Income Control — Follow Up Moderate Substantial
Resources
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Audit Description Significance Assurance
Housing and Council Tax Benefit (draft) Extensive Substantial
General Ledger incl. Budgetary Control Extensive Substantial
Cashiers / Cash income Extensive Substantial
Council Tax Extensive Substantial
Sundry Debtors including Recovery and Write offs | Extensive Substantial
Creditors Extensive TBC
Capital Accounting (draft) Extensive Substantial
Pensions (draft) Extensive Substantial
N.N.D.R. Extensive Substantial
Personnel/Payroll (draft) Extensive Substantial
Housing Rents (draft) Extensive Substantial
Investments /Loans/Prudential Borrowing Extensive Substantial
Grant Claim of Teachers Pensions Extensive Substantial
Procurement Extensive Limited
Housing Allowance - implementation Extensive Substantial
Implementation of IFRS Extensive Substantial
Photocopying Contract Monitoring Moderate TBC
Compensation Claims - FU Moderate Substantial
Bank Reconciliation FU Extensive Limited
Acting up and Honoraria - FU Moderate Substantial
Staff Hospitality and Gifts - FU Moderate Substantial
Corporate Complaints - FU Extensive Substantial
HB Overpayments Extensive Substantial
Agency Staff - FU Extensive Substantial
Computer Audit

Business Continuity Planning Extensive Substantial
Virus Protection Extensive Substantial
Accolaid Applications Review Moderate Substantial
Off-site Working Moderate Limited
Software Licences Extensive Substantial
IT Security Extensive Substantial
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Audit Description Significance Assurance
Network Security Extensive TBC

Data backup and data centre Extensive Substantial
ICT Management and Organisation Extensive Substantial
IT Server Consolidation Extensive Substantial
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APPENDIX 4
Head of Audit Opinion - Summary

Background

The purpose of this report is to meet the Head of Internal Audit annual reporting
requirements set out in the CIPFA Code of Practice for Internal Audit in Local
Government in the United Kingdom 2006. The Code advises at paragraph 10.4 that the
report should:

a) Include an opinion on the overall adequacy and effectiveness of the
organisation’s internal control environment;

b) Disclose any qualifications to that opinion, together with the reasons for the
qualification;

c) Present a summary of the audit work undertaken to formulate the opinion,
including reliance placed on work by other assurance bodies;

d) Draw attention to any issues the Head of Internal Audit judges particularly
relevant to the preparation of the statement on internal control;

e) Compare the work actually undertaken with the work that was planned and
summarise the performance of the Internal Audit function against its performance
measures and criteria; and

f) Comment on compliance with these standards and communicate the results of
the Internal Audit quality assurance programme.

The Code of Practice also states at Paragraph 10.4 that:

“The Head of Internal Audit should provide a written report to those charged with
governance.”

Therefore in setting out how it meets the reporting requirements, this report also outlines
how the Internal Audit function has supported the Council in meeting the requirements of
Regulation 4 the Accounts and Audit Regulations. These state that:

“The relevant body shall be responsible for ensuring that the financial management of
the body is adequate and effective and that the body has a sound system of internal
control which facilitates the effective exercise of that body’s functions and which includes
arrangements for the management of risk.”

Head of Internal Audit Opinion on the Effectiveness of Internal Control 2008/09
This opinion statement is provided for the use of London Borough of Tower Hamlets
Council (hereafter referred to as the Council) in support of its Statement on Internal

Control (required under Regulation 4(2) of the Accounts and Audit Regulations 2003)
that is included in the statement of accounts for the year ended 31 March 2009.
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Scope of Responsibility

The Council is responsible for ensuring its business is conducted in accordance with the
law and proper standards, and that public money is safeguarded and properly
accounted for, and used economically, efficiently and effectively. The Council also has a
duty under the Local Government Act 1999 to make arrangements to secure continuous
improvement in the way in which it functions are exercised, having regard to a
combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Council is also responsible for ensuring that
there is a sound system of internal control which facilitates the effective exercise of the
Council’s functions and which includes arrangements for the management of risk.

The Purpose of the System of Internal Control

The system of internal control is designed to manage risk to a reasonable level rather
than to eliminate risk of failure to achieve policies, aims and objectives; it can therefore
only provide reasonable and not absolute assurance of effectiveness. The system
of internal control is based on an ongoing process designed to identify and prioritise the
risks to the achievement of the Council’s policies, aims and objectives, to evaluate the
likelihood of those risks being realised and the impact should they be realised, and to
manage them efficiently, effectively and economically.

The Internal Control Environment

The Internal Audit Code of Practice states that the internal control environment
comprises three key areas, internal control, governance and risk management
processes. Our opinion on the effectiveness of the internal control environment is based
on an assessment of each of these three key areas.

Review of Effectiveness

The Council has responsibility for conducting, at least annually, a review of the
effectiveness of the system of internal control. The review of the effectiveness of the
system of internal control is informed by the work of the internal auditors and the
executive managers within the authority who have responsibility for the development
and maintenance of the internal control environment, and also by comments made by
the external auditors and other review agencies and inspectorates in the annual audit
letter and other reports.
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Head of Internal Audit Annual Opinion Statement

My opinion is derived from work carried out by Internal Audit Services during the year as
part of the agreed internal audit plan for 2008/09, including an assessment of the
Council's corporate governance and risk management processes.

The internal audit plan for 2008/09 was developed to primarily provide management with
independent assurance on the adequacy and effectiveness of the systems of internal
control.

Basis of Assurance

Audits have been conducted in accordance with the mandatory standards and good
practice contained within the CIPFA Code of Practice for Internal Audit in Local
Government in the UK 2006 and additionally from internal quality assurance systems.
This programme of work is outlined at Appendix 3.

My opinion is limited to the work carried out by Internal Audit during the year on the
effectiveness of the management of those principal risks, identified within the
organisation’s Assurance Framework, that are covered by Internal Audit's programme.
Where principal risks are identified within the organisation’s framework that do not fall
under Internal Audit’'s coverage, | am satisfied that a system is in place that provides
reasonable assurance that these risks are being managed effectively.

100% of Internal Audit work for the year to 31 March 2009 was completed in line with
the operational plan. The percentage levels of assurance achieved for reports
submitted to the Audit Panel and Audit Committee in 2008/09 are depicted in Graph 1
below. This shows that 63% of the systems audited achieved an assurance level of full
or substantial assurance, whereas only 37% of systems audited achieved limited or nil
assurance. This is a good performance by the council particularly as only one system
was assigned nil assurance in the financial year.

Internal Audit's planned programme of work also includes following-up all agreed
recommendations. | believe this also to be a positive performance by the Council,
particularly given that 77% of recommendations followed up had been implemented
within six months of the recommendations being raised. However, | recognise this
means just under a quarter of the recommendations raised are not implemented within
six months which exposes the authority to unnecessary risk. | have therefore developed
escalation procedures over the last year to improve on current performance.
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Graph 1

Evaluation Assurance

NIL (1%)

Limited
(36%)

Substantial
(63%)

From the Internal Audit work undertaken in 2008/09, it is my opinion that | can provide
satisfactory assurance that the system of internal control that has been in place at the
Council for the year ended 31%' March 2009 accords with proper practice, except for any
details of significant internal control issues as documented in the Detailed Report on
page 6. The assurance can be further broken down between financial and non-financial
systems, as follows:
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Our overall opinion is that internal controls
THE ASSURANCE - within financial systems operating throughout
FINANCIAL SYSTEMS the year are fundamentally sound, other than

those assigned limited or nil assurance.

Our overall opinion is that internal controls
SSURANCE —NON- within  operational  systems  operating

FINANCIAL throughout the year are fundamentally sound,
other than those assigned limited or nil
assurance.

In reaching this opinion, the following factors were also taken into particular
consideration:

. In its Annual Audit and Inspection Letter 2008/09, the Audit Commission gave the
Council an overall score of three out of four for the Use of Resources judgement.
The Audit Commission’s definition of the Council’'s achievement of a score of
three means that the Council is performing well and the direction of travel was
positive.

. The Audit Commission’s CPA assessments on financial standing, systems of
internal financial control, standards of financial conduct and the prevention and
detection of fraud and corruption, and their opinion on the financial statements.

° BFI (Benefit Fraud Inspectorate) reviews

In October 2007, the Audit Commission in their Service Inspection of the Benefits
service assessed Tower Hamlets as providing a fair service that has promising
prospects for improvement. A report by the Benefits Fraud Inspectorate assessed
the Service as Excellent.

° Other review agencies

In the 2008 annual performance assessment of the service for Children and
Young People, Ofsted rated the overall effectiveness of Children’s services grade
4, and in its commentary, said “Tower Hamlets Council consistently delivers
service well above minimum requirements and makes an outstanding contribution
towards improving outcomes in all five areas for its children and young people.”

The summary report for annual performance assessment of social care services
for Adults Services for Tower Hamlets awarded the service 3 stars with
“excellent” awards for 5 of the 7 delivering outcome judgements and capacity to
improve.
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Corporate Governance

In my opinion the Council’s corporate governance framework complies with the best
practice guidance on corporate governance issued by CIPFA/SOLACE. This opinion is
based on:

° The External Auditors scored judgements under the CPA process, particularly in
relation to governance, standards of conduct and Performance Management

Elements of governance and standards of conduct were included in the CPA
review of Use of Resources that the Audit Commission scored at 3 out of 4.

Risk Management

In my opinion, risk management within the Council continues to improve, with increased
emphases on buy in from staff, Member and the Executive Management Team.
Embedding risk management within the culture is a lengthy process, continuing to
improve the management information in the form of risk registers and reporting of risks
and control will ordinarily assist this process. In drawing together my opinion, | have
relied upon the following:

° The CPA assessment of Use of Resources

Elements of Risk Management were included in the CPA review of Use of
Resources that the Audit Commission scored at 3 out of 4. The Council was also
scored at 3 out of 4 for Internal Control, the element that specifically relates to risk
management.

I would like to take this opportunity to formally record my thanks for the co-
operation and support received from the management and staff during the year,
and | look forward to this continuing over the coming years.

Minesh Jani — Service Head, Risk Management
June 2009
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APPENDIX 5

DETAILED REPORT

Introduction

This section is a report detailing:

any significant control failures or risk issues that have arisen and been addressed
through the work of Internal Audit;

any qualifications to the Head of Audit opinion on the Authority’s system of
internal control, with the reasons for each qualification;

the identification of work undertaken by other assurance bodies upon which
Internal Audit has placed reliance to help formulate its opinion;

the management processes adopted to deliver risk management and governance
requirements;

comparison of the work undertaken during the 2008/09 year against the original
Internal Audit plan; and

a brief summary of the audit service performance against agreed performance
measures.

Significant Control Issues

Internal Audit is required to form an opinion on the robustness of the internal control
environment, which includes consideration of any significant risk or governance issues
and control failures which have arisen during the financial year 2008/09. Key issues
included:

Procurement systems audit — the Council’'s Procurement Strategy and Policy
required to be reviewed. There were no up-to-date procedures for the
procurement process and the forward procurement plan had not been fully
developed. A system was required to ensure that the contracts register was
supported by an appropriate monitoring of the contracts. A follow up audit is
scheduled for quarter 2 within the audit plan.

Creditors systems audit — the objective of the creditors system is to ensure that
payments are made accurately, cost-effectively and in a timely manner. We
found that the controls around setting up of new creditors on the system and
preventing payments without purchase orders were not adequate, increasing the
risk of error, omission etc. Invoices were not generally processed promptly upon
receipt. A debit balance of more than £3.3m was identified in the Sundry
Creditors Account, which may represent the likely balance of money owed to
LBTH by various creditors. A follow up audit will take place as part of the full audit
in quarter 3 in this financial year.
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Business Continuity — our review of the systems of control to ensure that the
Council’'s key services can continue to operate in case of interruption to its
infrastructure, showed that the business continuity arrangements needed to be
strengthened. Particulalry, disaster recovery priority, critical recovery times and
testing of recovery systems required addressing. A follow up audit is scheduled
for quarter 2 within the audit plan.

Management and control of commercial portfolio- this audit reviewed the
arrangements in place for managing the Council’'s commercial property portfolio.
There were no documented policies and procedures in place for dealing with the
operational aspects of managing and controlling commercial portfolio, which
increased the risk of inconsistent working practices, such as unauthorised
instructions being issued to Legal Services. @ There were issues regarding
overdue rent reviews and high level of accumulated rent arrears. A follow up
audit is scheduled for quarter 3 within the audit plan.

Contract Management and Monitoring — we reported on 4 contract monitoring
audits during the year, viz. horticulture contract, photocopying contract, telephony
contract and waste disposal contract. The objective was to provide assurance on
the framework of systems for monitoring the revenue contracts. We found that
generally there were adequate systems for letting contracts. However,
weaknesses were identified in the systems for managing and monitoring revenue
contracts. In our view, if the Council aspires to realise full benefits and efficiency
savings from these contracts, then a robust contract monitoring regime must be
established at Directorate level. A follow up audit is scheduled for quarter 3 within
the audit plan.

Major works — this audit examined the systems for consulting, calculating,
apportioning, and recovering costs of major works from leaseholders. We
reported that leaseholders were not being provided with sufficient information to
demonstrate that the works were competitively priced under partnership contracts
and that VFM was being achieved. In the previous 18 months, no reminders or
chase up letters had been issued to leaseholders in respect of significant level of
outstanding debt for major works. Therefore, no recovery action has been
undertaken since January 2007. A follow up audit is scheduled for quarter 2
within the audit plan.

Client monitoring of THH — The objective of this review was to examine the
robustness of monitoring of THH by LBTH. The client side has not yet developed
written procedures for monitoring the key activities. The system for controlling
and approving variations to the Management Agreement e.g. the annual Delivery
Plan, required to be clarified. Overall, the robustness of the monitoring system to
ensure that THH delivers the key outcomes needed to be improved. A follow up
audit is scheduled for quarter 2 within the audit plan.
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e Service Charges - significant post-implementation IT problems were
encountered in the service charge module of SX3 application. There are
significant issues relating to the raising of accurate accounts to leaseholders and
prompt arrears recovery action. There is a significant level of outstanding debt to
be recovered for service charges. A follow up audit is scheduled for quarter 1
within the audit plan.

¢ Highways Inspections - the Council has a statutory duty to maintain its highways
and footways to a satisfactory standard and regular inspection programme is an
important element. We found that the highways asset database is still
incomplete and not in a standardised format without a common referencing point
across the different teams. The inspection regime has still shown some
weaknesses in its recording and provision of relevant information of the
Highways network. A follow up audit is scheduled for quarter 1 within the audit
plan.

e Follow Up Audits — we carried out a programme of follow up audits during the
year to assess the progress made in implementing the agreed audit
recommendations to improve systems of control. WWe were satisfied that progress
was made in some cases, but we were generally concerned that some high and
medium priority recommendations had not been implemented. In order to
address the matter, an escalation procedure was introduced which involved the
relevant Service Head and Corporate Director being alerted and we will keep this
under review.

Qualifications to the Opinion

Internal Audit has had unfettered access to all areas and systems across the authority
and has received appropriate co-operation from officers and members.

Other Assurance Bodies

In formulating the overall opinion on internal control, | took into account the work
undertaken by the following organisation, and their resulting findings and conclusion:

a) Audit Commission

b) Benefit Fraud Inspectorate
c¢) Commission for Social Care Inspection

Risk Management Process
The principle features of the risk management process are described below:
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Risk Management Strategy: The Council has established a Corporate Risk Management
Strategy that sets out the Council’s attitude to risk and to the achievement of business
objectives and has been communicated to key employees. The policy:

° Explains the Council’s underlying approach to risk management;

° Documents the roles and responsibilities of the Council, Cabinet and
Directorates;

° Outlines key aspects of the risk management process; and

° Identifies the main reporting procedures.

Corporate Risk Register: This register records significant risks that affect more than one
directorate. The register also includes major corporate initiatives, procurement and
projects.

Directorate Risk Registers: Each directorate maintains its own register recording the
major risks that it faces.

Corporate Risk Group: The Group identifies and oversees the management of corporate
risk, and reviews directorate registers to identify emerging corporate risks.

Comparison of Internal Audit Work

The Operational Plan for 2008/09 was based on an Audit Risk Assessment. This
assessment model takes into account four assessment categories for which each
auditable area is scored to gauge the degree of risk and materiality associated with each
area. Auditable areas were prioritised according to risk and a plan was prepared in
consultation with Heads of Service, the Section 151 Officer and the Council’s external
auditors.

100% of audit fieldwork is complete for audits relating to the 2008/09 year programme.
The Internal Audit plan was agreed at the start of the year and revised in December
2008. A copy of the revised plan is provided at Appendix 1 for information. The table
compares the plan to the work actually completed during the year.

Internal Audit Performance

A table is provided at section 9 of the main body of report setting out the pre-agreed
performance criteria for the Internal Audit service. The table shows the actual
performance achieved against the targets that were set in advance.

Internal audit was also subject to a peer review by the Head of Audit of London Borough
of Barking and Dagenham and benchmarking exercise as part of the IPF Benchmarking
Club. The results of these reviews are at Appendix 6.

External Audit continues to rely fully on the work undertaken by Internal Audit. This has

resulted in the harmonisation of internal and external audit plans, so that external audit
can place greater reliance on the work of internal audit. During the course of the year
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we have worked closely with the External Auditors to ensure that this approach is
followed.

Compliance with CIPFA Code of Internal Audit Practice

Internal Audit has comprehensive quality control and assurance processes in place to
confirm compliance with the CIPFA standards. Assurance is drawn from:

° The work of external audit; and
. My own internal quality reviews.

External audit carried out a review of internal audit and a final report was issued in
March 2008. The main conclusions of their review were: -

“We have assessed Internal Audit against the code and are pleased to report that
Internal audit is compliant with the code across the 11 areas.

The Internal Audit Service has appropriate governance arrangements, internal policies
and sufficient resources to enable an independent, objective and ethical audit to be
completed in line with the code.

Our review of a sample of files concluded that they contained sufficient information for
an experienced auditor with no previous connection with the audit to re-perform the work
and if necessary support the conclusions reached.

However, our review identified the following areas which could be strengthened further:

. Internal Audit terms of reference, audit strategy and annual report require
updating to reflect the new requirements of the code;

° Staff job descriptions require reviewing and updating as necessary; and
° documentation and evidencing would be strengthened by implementing the new
Audit Manual.”
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APPENDIX 6

Peer Review and Benchmarking Club Results

1.

1.1.

1.2.

1.3.

2.1.

2.2.

Peer Review
The Accounts and Audit (Amendment) (England) Regulations 2006

states that:

(a) An authority shall maintain an adequate and effective system of
internal audit of its accounting records and of its system of internal
control in accordance with proper practices in relation to internal
control.

(b) The authority shall, at least once in each year, conduct a review of
the effectiveness of its system of internal audit.

Circular 03/2006 provided by the Department for Communities and Local
Government states that the CIPFA Code of Practice for Internal Audit in
Local Government in the United Kingdom 2006 would be acceptable as
the appropriate professional guidance to determine what is “proper
practice”.

In order to ensure that a robust review of the internal audit service has
been carried out, Financial Directors (or equivalent) agreed that in
addition to the internal reviews, peer reviews would be undertaken to
ensure that internal audit service has been externally assessed as well.
As a part of this reciprocal arrangement, in May 2009, the Head of
Internal Audit from the London Borough of Barking and Dagenham
conducted a peer review of the effectiveness of internal audit at LBTH.
The review focused on compliance with the 11 Professional Standards
set out in the CIPFA Code of Practice on Internal Audit. The review is
currently on-going and any issues arising from this will be reported
separately.

Benchmarking Club Results

Internal Audit has participated in the Audit Benchmarking Club
administered by the Institute of Public Finance (IPF) since 1999/2000.
IPF is a division of the Chartered Institute of Public Finance and
Accountancy (CIPFA).

The purpose of the benchmarking exercise is to provide comparative
information which can form the basis upon which performance
comparisons and value for money judgements can be made. Moreover,
this information can also feed into the team planning process.
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2.3.

2.4.

As part of the 2007/08 CIPFA benchmarking club the London Borough of
Tower Hamlets was benchmarked against a range of Unitary Authorities
selected either because the level of annual General Fund financial activity
was similar, or annual total revenue, i.e., General Fund and HRA was
similar. For the purpose of the benchmarking review the group with which
LBTH internal audit was compared comprised 11 London Boroughs.

In terms of cost analysis, LBTH Internal Audit cost per audit day was £324
compared with the comparator group average of £370 per day. In
comparison with the other 11 London Boroughs, LBTH was a medium
cost service.
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Agenda ltem 72

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

29" September
Audit Committee 2009

REPORT OF:

Internal Audit Quarterly

Corporate Director, Resources
Assurance Report

ORIGINATING OFFICER(S):

Service Head Risk Management Ward(s) Affected: N/A

1. SUMMARY

1.1. This report summarises the work of Internal Audit for the period April 2009 to
August 2009.

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

2. RECOMMENDATION

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

LOCAL GOVERNMENT ACT, 2000 (SECTION 97)
LIST OF "BACKGROUND PAPERS" USED IN THE PREPARATION OF THIS REPORT

Brief description of "background papers" Name and telephone number of holder
And address where open to inspection
Working Files — Internal Audit Bharat Mehta 02073644765
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3. Background

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

Assurance

Definition

Full

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

Substantial

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

Limited

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

Nil

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

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

Significance Definition
High Risk, High Impact area including Fundamental
Extensive Financial Systems, Major Service activity, Scale of
Service in excess of £56m.
Moderate Medium impact, key systems and / or Scale of Service
£1m- £5m.
Low Low impact service area, Scale of Service below £1m.

4. Overall Audit Opinion

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

authority.
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5. Overview of finalised audits

5.1.

5.2.

5.3.

Since the last Assurance Report that was presented to the Audit Committee in
June 2009, 33 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.

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

» Appendix 2 provides a brief summary of each audit.

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

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

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

(Please refer to the table on the next page).
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54.

5.5.

Chart 1 Analysis of Assurance Levels

Assurance
SUMMARY
Full Substantial
2
£ 0 12
}
o m
=
= 3 0 7
oE zo
)
©
wn
2 0 1
Total % 0 61%

From the table above it can be seen that of the 15 finalised audits which focused
on high risk or high value areas; 12 audits were assigned Substantial Assurance
and 3 received Limited Assurance. A further 14 audits were of moderate
significance and of these, 7 were assigned Substantial Assurance and 7 received
Limited assurance. The remaining 4 audits were of low significance of which 1
was assigned Substantial Assurance and the remaining 3 had Limited assurance.

Overall, 61% of audits resulted in an adequate assurance (substantial or full). The
remaining 39% of audits have an inadequate assurance rating (limited or nil).

Work in progress is shown in Appendix 3.
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6.1.

6.2.

6.3.

Performance Indicators

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 July 2009.

Performance measure
Target Actual

Percentage of Audit Plan completed up
to July 2009

Percentage of Priority 1 Audit
Recommendations implemented by
Auditees at six monthly follow up audit
stage

32% 32%

100% 100%

Percentage of Priority 2 Audit
Recommendations implemented by
Auditees at six monthly follow up audit
stage

95% 82%

The table above shows that the proportion of internal audit work completed to July
2009 which is broadly in line with the plan. The target for the year is to complete
100% of the plan.

The percentage of priority 1 recommendations implemented at the follow up stage
was around 100%, whereas the % of priority 2 recommendations was 82%.

Comments of the Chief Financial Officer

These are contained within the body of this report.

Concurrent Report of the Assistant Chief Executive (Legal Services)

The Council is required to ensure that it has a sound system of internal
control that facilitates effective exercise of the Council’s functions and
includes arrangements for the management of risk. The Council is also
required to maintain an effective system of internal audit of its system of
internal control in accordance with proper practices. One of the functions of
the Audit Committee under the Council’s Constitution is to review internal
audit findings. The consideration by the Audit Committee of this report is
consistent with the Council’s obligations and is within the Committee’s
functions.
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9.1
10.
10.1

1.

11.1

12.
12.1

Equal Opportunity Considerations

There are no specific Equal Opportunities issues arising from this report.

Anti-Poverty Considerations

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

Risk Management Implications

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)

There are no specific SAGE implications.

Page 72



ainyn)

Jpne dn mojj04 — SHIOAA 193.41S JO Juawabeuey S31}I|B007 SalUNWWOo) MO
}pne aINyny

dn mojj04 — Bunybiq 19211 0O [013U0D pue Juswabeuey S31}I|BO07 SalUNWWOo) MO
sajelo}0aliq
Jay}o ||e pue ainyn)

UpNy Swa)sAg - |an4 Jodsuel| Jo uonesl|iyn pue aseydind Sal}|ed07] sajiuNWWo) MO
saljlwe

|[ooyos Alewilid 210W|OONN pue s|jooyds ‘ualpjiyd S)eJapo
saljlweH

|jooyos Atewd sJ9jed 1S pue sjooyds ‘ualp|iyo SlelsSpo
saljlwe

|[ooyos Alewld S JnoINeS 1S pue sjooyds ‘ualp|iyo SlelsSpo
saljlwe

|[ooyos Atewnd aouaime] Aingsue pue sjooyds ‘ualpjiyd S)eJapo
saljlwe

|jooyos Alewud yiaqezi3 1S pue sjooyds ‘ualpjiyd S)eJspo
saljlwe

[ooyos Alewld s 2eydin 1S pue s liep 1S pue sjooyds ‘ualp|iyo Slelspo

10e1U0) BuiAdooojoyd ayesodio) jo Bulouoy 10U $32IN0S3aY SleISpo
saljlwe

upne dn mojjo4 — Buld}so pue s|ooyds ‘ualp|iyd SAISUd)XT

Hpny SWa)sAg si0)pal) $92IN0SaY ANISUSIX]
ainyny

Upny swalsAg — sabieyoay uodsuel | $31}1|e007 SaUNWWO) SAISUSIXH a3aLinin

sl ypny

ajelojoalIq

asueosyiubig

|oAd] @oueINSSY

I XIANAddV

U BLIAPU() SHPNY JO AIeWWING

Page 73



dn mojj04 sal|lwe
— |0JJUOD BWIODUI JORBIIUOD BIBYSA\N — SSOIAISS J0BIJU0D pue s|jooyds ‘ualp|iyo a)elapo\
alnyno
Npny uopeoljddy 1| plejooy S31}|ed007] sapuNWWo) SlelspoN
ainyny
upne dn mojjo4 sai0]}s eap| Leyp) Aleuen S91}1|E207 SalUNWIWOY) a]eIspoN
dn mojjo4 — ABajeliS uonesIuNWWO) | S,8AIIN03XT JaIYD JUe)sISsy BAISUd)X]
uonebajeq Jo sWLYDS | S,2AIIN09XT JIYD JUeISISSY BAISUS)X]
SY1S Jo Juswabeuepy oibajens SOWOH S}o|WeH Jamo | AAISUS)X]
uolnesijenyi IoAaS $92IN0SaYy SAISUd)X]
Aianooay Jaysesi|g $92IN0SaYy BAISUd)X]
dn mojjo4 — sjuiejdwo? ajelodio) jo Juswabeue| $90IN0SaYy BAISU3)X]
splepuels
Buipoday |eloueul [euoieulalu] Jo uonejuawajdw) $92IN0SaYy SAISUd)X]
dn moj|o4 ,,Z — Uoljel|iou0daY yueq $92IN0SaYy BAISUSIX]
Npny swajsAg — JabpaT [essusn S90IN0SaYy SAISUB)X]
IpNY swajsAg — suoisuad $S92IN0SaYy SAISUSX]
ainyno
Inoineyag [e100s juy Jo Juswabeuey SaI}|B007 SalUNWWO) BNISUS)X]
ainyno
sjoafoid Aejeg Ayunwwod S81}1|e007 salUNWWOD SAISUS)X] IVILNVLSENS

sl ypny

ajelojoaliq

asueosyiubig

|oAd] @oueINSSY

I XIANAddV

U BLIAPU() SHPNY JO AIeWWING

Page 74



saljie

1PNy 10BJUO0YD JUBLIND — JUSWYSIQINY |00YoS Jaule| pue s|ooyos ‘ualpjiy) MO
saljlwe4

|ooyos Agies y1eqez|3 puE S|00YS ‘USIPIIYD a)elapoj
saljlwe4

|ooyog Alewld ybnoung wel|jipn IS pue sjooyos ‘ualpiyn a)elapo\
saljie

|[ooyog Alewld uosuop uag pue sjooyos ‘ualpiyn a)elapo\
ypne dn mojjo4 — speaN [euonjeonp saljiwe

[e102dS UYim sjuapnis Joj Hodsuel | [00YdS 0} SWOH pue sjooyds ‘ualpjiyd SlelsSpo AVILNVLSans

a3 ypny

ajelojoalIq

aosuesyiubig

|oAd] @oueINSSY

I XIANAddV

U BLIAPU() SHPNY JO AIeWWING

Page 75



0l

"‘@0UeUI{ JO PEaH pue W|eay dl|gqnd — pesH 80IAIeS
‘Jebeuel\ NSL 8y} yum pealbe alem suollepuswiwooal pue sbBulpul ||y

"Spaau jJuswabeuew ssauisng s,NS1 9y}

poddns 0} ainjonuis Buipod ayj Jo Adoualoiyns ayj JO swud} ul pasn Ajjualind
swia)sAs aoueuly ay} Buipnjoul ‘pamalnal 8q pjnoys wajsAs abieyoal
Hodsuel; alijus ay} Jey} papusWIWIODal ‘810)aI18y}) ‘Oney 9\ SIS0 JO
A1an0281 JBA0/I8pUN JO XSII SeM alay) ‘speaylano Buianodal pue Bunabpnqg
1o} sainpasold pue spiepue)s paalbe Jo aouasge ul pue |lel} Jpne

3|geljal e apinoid Jou pip walsAs ay| ‘Jauuew jualedsuel) e ul sjuald 0}
pabieyoal Buiaq alem s)}s09 J0alipul pue JoalIp jJueasjal Ajuo jey} aosueinsse
apinoud o0} Bunsayl |njbuiuesw Aue jno Alied jou pjnoo Jpny ‘}nsal

B Sy "9|91YySA yoea 10} uey} Jayjel ‘a1juad 1s0o Aq ‘sbuipeay ainjipuadxe

JO SWLI3} Ul UMOP U 0iq paAIadal alam spodal Bulioyuow 196pnq
Juswabeuey 199|4 pue Hodsuel | Jabuassed jey} pajou SpA 1w jou

aJaMm spaau uoljewloul Juswabeuew asoym Jabeuely saoInBS podsuel |
ay} Jo sjuswalinbai ay} 0] pajewso) Jou sem wes) adueul{ DD dy}

wioJj panladal uoljewlosul buojuow }abpng ‘siaded Buiyiom uo papliooal
Jou a1am sabieyd ayy Bunenojes pue Bunabpng ul apew suondwnsse ay}
‘JanO3IO|\ ‘pale|nojed pue pajabpng aiem sabieyd ayy moy pue pabieyoal
oM SpeayJano yodiym uo siseq ay} ‘sjgeabieydal alam s}soo Yolym
PallIE|D YOIYM Pa)sSIXd Sainpadold pajuswindop ou a1y} ‘I9ASMOH S}S02
Hodsuely 1o} pabieyoal Bulaq aiam sajelojoallq eyl punoj mainal InQ

‘ajenbape pue aIlndas ‘punos alam sablieyoay upny swajshg
yodsuel] JO [0Jju0d pue Juswabeuew ‘uoljelisiuiwpe ay} 10} S|0JJU0d
JO swa)sAs ay) Jey} Juswabeuew ainsse 0} sem Jipne siy} Jo aAidalqo ay| | 6002 sebleyoay
pajwI N, 93 bny Hodsues|
Joday
I9A97 92IAIBS sBulpul4 / sjuswwon jo
aouelnssy | jo 9jess a)eq oML

¢ XIANAddV

aosueinssy pajiwi

uayeuapun sypny jo Alewwng

Page 76



I

's10418 wa)sAs Jolew Aue

ueyj Jayjel ‘syual|o Jolew ayy 0} pabieyod s}sod ay} usamiaq sjuawisnipe

ul ynsai 0} Ajd@y1| si Joedwi ay} ‘passalppe ag 0} pasau juswuoilodde
peaylano pue ainjoniis Buipod ay) Buipiebal suiaouod jipne IsjIypn

"SJULI[0 0} paulnial si yoiym snjdins Bunelado ue sayew

AlreinBbas Junoooe ayy pue siseq jenuue ue uo pabieyoal Ajny aie adIAI8S
3y} JO SJS02 3y | "SBIINIDS S,UIP|IYD pue S}NPY 248 SJUdI|0 Ulew aSoym
JuNoooy Buipel ] [eulsjul ue sajelado Jun Sa2IAISS Jodsuel | ayj Jey} puiw

ul 8uloq 8q 0} Spaau }l ‘1anamoH “Aemuapun si sjual|o 0} s}s0d bBulbieyoal upny swajshg
JO poylaw ay} Jo MaiAal e pue pa}dadoe a1em suoljepuswwodsal Ipny
6002 sabieyoay
sjuswwo) juawabeueyy | bBny Jodsuels |
Joday
I9A97 92IAI9S sBulpul4 / sjuswwon jo
aouelnssy | jo 9jess ajeq T

¢ XIANAddV

Page 77



4!

6002 Jaqwiaoaq Aq pajuawa|duwi
aq M waysAs ay] "J@r ul sioypalo seosidnp Jo dn }8s 8y} aonpal pjnoys
yoiym wasAs (a1emyos 3ooq ssalppe) SYo e bunusws|dwi Ag passaippe
aq |m waisAs Jqr uo sioypalo jo dn Buipes punole S|oJU0D BY|

sjuswwo) yuswabeuely

"$90JN0S8Y JO J0}03lIQ 8y} 0} pauodal
pue peaH 92IAI8S 8y} YUM paaibe alem suoljepuswiwoosal pue sbuipuly ||y

‘a)enbapeul g 0} punoy} a1em SI18YdNOA 1o
siaplo aseyoind jnoyum sjuswAhed Buiuaaaid punole SjoJU0D BY| e

‘Buipueysino spuny Aue
Janooal 0} uayelaq 0} papaau uoioe ajeudolddy JUNO22Yy SIo}IpaI)
Alpung a8y} ul paijuapl sem WE'S3 UeY) aio0w JO adueleq Jqep ¥ e

"S10})Ipalo a)edljdnp ou aie 818y} WIJU0D 0} pue Wa)sAs
3ar 8y uo dn jas Ajgleinooe ale sI0)palo Jeyl WIJUOD 0} MBIASI
dn-jas }sod Jo SoUBpIA® OU Sem 8Iay| "paliluspl dJOM SI0}Ipalo
ajeoldnp g0/ uey) aiopy ‘elenbsepeul g 0O} punoj alam swalsAs
spJemp3ar 8y} uo sioypaid mau dn Buies punole S|oJU0D Y| e

"SMOJ|0} Se ‘sanssi | Aliold auo Buipnjoul ‘pasiel aijam suoljepuswwosal 9

‘PaAI@0al SPoO0b pue Sa2IAISS 10} Jauuew Ajpwi) e ul pue Ajgjeinooe 6002 | MpNy SwalsAs
pajwi] | 9AIsuslXg | apew aJe sjuswAed jey} ainsua 0} S| WalsAs sio0)pal) ay} Jo aAdalgqo ay | Anp sloypail)
Joday
[onaT] 99IAIBS Jo
aouelnssy JO 9jesg sBulpul4 / sjusawwo) | 9jeq oML

¢ XIANAddV

Page 78



€l

"syjuowl
Buiwod ay} Jano wes) Juswalinooid ayy Agq aoueldwod jo uoijowold ay} pue
ssalboid ul Auaiino 1osfoid (dzy) Aedq o1 uonisinbay ayy Aq passaippe
aq [|Im Japlo aseyoind e jnoypm sjuswAed Buiyuanaid punose sjouod ay |

"S92I0AUI Mau Aue jsulebe pa}os||0o aq pjnom sialddns

auno jsuiebe Jpal) [1oUN0I 3y} 0} pamo Ajjenjoe si Jeym Ayjuapl

0] SI YJIOM sIy| "Jloquwia}dag jJo pua ay} Je 108foid Siy} U0 YIOM S2USWIWOD
[IM salled pajsalajul 8y} Jo auo Jey) padoy si 3 pue saluedwod pajsalalul
oM} Yim 103loid ay} ssnasip 0} 600z Jequiaydasg Uiy Buiouswwod

}oam ay} pjay Buieq aie SMaIAISIU| “HIOM SIY} 93 eUSpUN 0} Jusawaindold
Aq palddns ylomauwely ayy Buisn paiuapl usaq aney saluedwod Jo
Jagwinu e ‘wajsAs s10}IpaId 8y} Uo sadue|jeq JIgap JO SNSS| 8y} Ssalppe 0]

(-ju09) sjuswwon juswabeuep 6002 | MpNy SwalsAs
Ainp slo)paln

Joday

[9A9] @ | 99IAISS Jo
ouelnssy | Jo ajess sBuipul4 / sjuswwo) a)eq a1l

¢ XIANAddV

Page 79



4!

"SIy} Jo} suoseal |euonelado
2IJaM 8Jay} pamo|jo) usag jou pey sainpaososd ybnoyye leyy paisnies
alom juswabeuew pue psajeblisaaul alom sased asay] ‘yum paldwod
JOU alem sainpaoold 9S8y} SOSED aWos Ul Jey} punoy lpne ayy Aues|H
"SI20I0 Buimalnay juspuadapu] pue siaylom [eloos ‘siabeuew e yum
pa2JojuIal alam S)ISIA 8yeuapun 0} sjuswalinbal sy ‘Upne ay} Buimojjo4

sjuswwo) yuswabeuely

‘PESH 92IAI8S 8y} YIM paalbe aiam suoljepusuiwodal
pue sbuipul4 -pasiwoidwod J0U aJoMm UIP|IYD 3y} JO diej|dM pue spasau
ay} ‘yum paldwod jou alem sainpadold ybnoyye eyl Upny painsse sey
Jabeuey\ ao1neg oy -Bulbusjieyo sejeosawl} 0} soualaype ay) 0} pes|
Aew yoiym xa)dwod Ajjeuonndedsxas sawijauwos ale aied I8)soy Japun ualp|iyo
3y} JO saduelswnNaID 3y} eyl asiubooal ap\ "WalsAs || 8y} uo paplooal
AjJUS]SISUOD JOU B1oMm SHUSIA BY} JO Sajnulw pue sepuabe mainal se paljlian
a( JOU p|NOJ BSAY} ‘UdYEUBPUN US3Q PeY SUSIA aI1aym ey} pue juswaoe|d
JO Y88M }SI1} Y} UIYYM USHEHSPUN JOU 3I8M SHSIA 3I8YM SSSEBD punoj apA
‘Iem passalboid usaq jou pey Juswade|d Jo YoM IS} dY} UIYIM SISNIOAA
[e100S Aq uayeuapun uaaq pey SHSIA Jey} pJoddns 0} pajsixa uoljejuawnoop
1ey} Buunsus 0} Buneal uonepuUBWWOIal PUCIdS ay| ‘pasnh sainjeubis
3|lwisoe) 2JaM I8y} S9SED SWOS Ul }ey} pue paose|d usaq pey ualp|iyo
ay} Joye awi awos paubis Buieq alem sjuswealbe jeyy psjou aAey
am ybnoyye ‘passaiboid usaq pey spuswsalby ay jo Bunep pue Bulubis
0] pajejal ydiym auo ‘podal ypne jeulblio ay} ul apew Suoljepuawwo9al

Jipne dn mojjo4

OM] ByU} JO }ey} puno} aney am ‘MaIAal dn MO||0} JNO wol4 ‘8002 6002
pajWI BAISUd)XT | }snbny ul papodal Jipne swalsAs ||ny 8y} uo lipne dn Mo||0} B sem SIy| Ane Bulsyso
Joday
|9AdT CRIVVETS Jo
aoueinssy | Jo 9jess sBuipul4 / sjuswwo) | djeq a1l

¢ XIANAddV

Page 80



Sl

"uoljewIJuod
se Aouabe oy} 0} paxej-a uay} ale Asay} pue Ajsnosuelodwasjuod
suaddey mou siy} ‘sjuswsalbe jo bBuiubis sy} 0} 10adsal  YIAA

‘pauayibualls usaq aney smalnal Aiojnjels je siaolyO
Buimainay juspuadspu| Aq pue siabeuew Buisiniedns Aq spuswalinbal
Buliojuoy "sainpadcold j@aw 0} ainjie) 8y} 0} anp YsU le Ya| ussq
pey uosiad BunoA 10 pjiyd ou jey) pausies ale juswabeuew ‘JanamoH

Jipne dn mojjo4

600¢
(‘ju09) sjuswwos Juswabeuep Ainp Buliayso

Joday

|onaT] CRTVVETS Jo
aouelnssy | jo 9jess sBulpul4 / sjuswwon a)eq oML

¢ XIANAddV

Page 81



91

"SS300Y/ IaWoisN) -peaH 92IAISS Y}
ypm paaibe alam suoljepuswwodal pue sbuipuly ||y JuswAed Jano pue
UOISSIWO ‘10418 JO Ysu 8y} abeuew 0} }snqol apew aq 0} palinbai Jojoeljuod
ay} 0} sjuswAed ad10AuUl pue suoljeleA BuljjoJuod 10y Wa)SAS ayj} ‘IS0
‘gouewopad sJojoenuod ay} jo Buuoyuow aAioays Joy pausyibuans
aQ 0} papaau sjuswabuelie asay) Jeyl pamoys mainal IO "000°'GZF 1ono
sjoeJuod 1oj aoejd ul Ind ag 0} uoleJsiuIWpPE JOBIUOD pue juswabeuew
diysuonejal ‘yuswabeuew aouewsopad se yons seale Buusnod swibal
Juswabeuew joenuod e ainbais sainpaocold juswainoold sjIOUNO) By

‘pasedaid aq ||Im 8sED SSauIsn( B pue anss|  Wodajes, ay} ajebiisanul

0] N4 ¥ awainoold ‘xolaxX ‘10| yum aoejd uaye} Ajusdal aney
sbBunasyy "saulyoew ay} ||e 0} pajjeisul 8q 0} spasu uoledljdde alemyos
woDajeg, ‘sbuines Jo [9A9] SIY} dAalyoe 0} ‘JanemoH  92Inep djbuls
e wol Ayjeuonouny ueds pue xej ‘quud ‘Adod JaAlep 0} sjuswadueApe
|eaibojouyoa} Buliayo Aq ‘sieak aaiy} 1oA0 000‘'GSSF O} pajenba yoiym e-d
000'G813 Jo sbBuines saloualole pauiuapl pey JOJOBIUOD |NISS0oNS aY |
‘goueUSjuIeW 3|1} J0) SaINPado.d JIsy} MaIASI P|NOYS Juawaindold
aje10d109 jey} papuswiwodal aney am A|buiplodoe pue s)sa) Jipne 1no Aled
0] 9|gejleAe JOU Sem 3|i} 10elju0d 3}9|dwod B ‘Upne awl} 3y} je ‘JOASMOH
"Japua} aAnadwod e Buunoas Jaye papieme sem pue suoinjos BuiAng
290 a8y} Buisiiin Ag painooid sem joeljuod sy “Jeak alow auo 10) pudlxa

10BIU0D
BuiAdooojoyd

juswAed | o} uondo ue yum sieahk @aiy} 4o} 2002 ISNBNY | WOl J03le YIm Xoiay ajelodio) ay)
|enuue 0} pepieme sem (siajud pue saulyoew xej ‘sisuueds ‘sialdod - sg4IN) 6002 Jo Buliojuop
pajWI M0/G3 S92IN8(Q |euonjoung-jn\ Jo juswabeuew pue uoisirold 10} JoBIU0D BY | Ane JoeJsu0)
Joday
|9A9T CRIVVETS Jo
aouelnssy | jo 9jess sBuipul4 / sjuswwo) ajeq T

¢ XIANAddV

Page 82



L1

‘Junodooe

3y} uo speal pajewi}sa ou Buines| ‘sbuipeas ajeindoe 10} paoeuoD

ale Aay} a1aym xolay 0} papirnoid usaq sey S1asn S2IAISS JO }SI| B uoljippe
u| ‘aulyoew yoes uo JuswAed ases| yoea auiwia}ap 0} pasn si Isl| }Josse

pajepdn Ajiapenb ay -Aoeinaoe 1oy N4 ulyym urebe payosayo pue H1g7

1e Buinle a10jaq isijeloads Buljjig ay} Aq payoayd mou ale Sa2I0AUl ||V

N4 8 Juswainooid ul }day saidoo pue papiodal ale asay) pue
sbunaaw Ajlauenb ay) paoejdal aney sbunesw HBuliopuow joeuod AjYyuo

V1S 090 38y} pue Joenuod
290 8y} Jo Adoo e apnjoul 0} pajepdn uaaq Ajuaoal sey aji JOBJUOD BY |

‘pJeme 10es3u0d ay} Buimalnal pue Buliojiuow asuewsopad Jo 9|04 By} S}
[|IM JuswaIn20.1d "Buioloaul Joy Ajjigisuodsal ulejal ||IM A4 818ym ‘Joeljuod
SIY} JOJlUOW O} |\l puUE JUswWaInNd0.1d IO} paulyep uaaq aAey s|0l Jea|)
‘W] JOMOod pue BoIAID Jo sassaoold ssauisng H191

ay} ojul sajelbajul WS)SAS Sy} MOY UO UOIJB}NSUOD JBYO ||IM JaAIY Jaded
‘2 9seyd ‘stayuud 4H Bunsixa ayj ino aseyd ueos s,q4IN 03 bunuud ainoss
wooajes Ajpanoays moy buimoys | aseyd ypm saseyd g ul passasse

aq |mjojid ay] "dn jes uaaq sey Joaloid joid B ‘suoljepuswiwodal jipne
JO Juswaaibe BuImo|j04 "10BJJUOD BY} JO 3)1] BY)} JBAO 000‘GSSF 0} pajenba
yoiym ‘sbuines Aouaiois uo e'd 000G L3 JO payuapl alam sbuines
a|qissod yoiym 104 siyj yiojdxa o} psemioy Jnd sem uoijdo Jsayuny e pue
BuiAdooojoyd isnl ueyy Ajjeuonouny Jajealb tej pey palddns Buiaq saoinap
ay] ‘siseq abed Jad 2o1d e UO papieme Sem X0IaZ 0} }OeJJUOD 8y |

1oe5u0)
BuiAdooojoyd
ajelodio) ay)

6002 jo Buojuoy
sjuswwo) Jusawabeuep Ainp JoeJuo)

Joday

EX ] 992IAI0S Jo
aouelnssy | Jo 9|eag sBulpul4 / sjuswwon ajeq aplL

¢ XIANAddV

Page 83



81

"S90IAI9G S,UBIP|IYD JO J0J08IIJ SY} PUB SIOUISAOL) JO Jley) a8y} 0} pauodal
pue Jayoesa| pesH oy} YiIm pasibe alem suolepuawiwiosal pue sbuipulj ||y

"SWLI0) JI9AB3| pue Jaue)s Jo saldoo
aABY Jou pIp |ooydos ay} se pasuoyne Auadosd alem sispinoid
YH O} SUOIB2IJOU SISABD| pue SISUE]S Jey} S0USPIAS OU SEM aIay| e

"S90IAISS JO JUBWaInooid 10) SISpIO pasiel Jou pey |ooyos ay| e

‘00053 Jano sialddns/siojoeljuod buijos|as uaym palsinbal
se ainpaosold Buuspus) ay} sauobispun Ajjenoe jou pey [00Yyds ay}
ybnoyye ‘ssaoolid anisuadxa ue si Bulispua) se anjea }saq Buluie}qo
aQg 0} pawaap Jou SI SIY] ‘00053 JOA0 Juswainoold |le 1o} paulelqo
aQq 0] siapusd)] |ewlo) palinbas ainpaocoid Buiseyoind s|ooyos ay| e

‘'siousanob om) Aq papiwigns
uaaq Jou pey S}saldjul SSaUISNg JO suoljelejdap 3y} Jeyl payiuapl
sem }| ‘|jooyos ayj o} paydope Ajny jou s si Apog Buiuianog
[In} 8y} Aq panosdde ybnoyyje Juswnoop suonebs|aq Jo swayog ay| e

:Mo[aq
pasiewwns ale sbuipuly ulew ay] 'w9z'z3 sl 196pngq 60/800Z S,|00YOS
8yl ’|ooyos 8y} jo sileye Buuoyuow [elouBU pue uoljelsiuiwpe 8y}

Jooyos

JBAO S|0J}UOD BAI08YS pue ayenbape pajuswsdwi aney Apog Buluianoq) 6002 | Aewud [2eyoip
pajWI dJelopo|N | 8y} pue Jayoes] peaH 8y} ey} ainsus 0} paubisep sem lpne ay| Anp | 1S pue ey 1S
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBulpul4 / sjuswwon ajeq oL

¢ XIANAddV

Page 84



61

"S90IAISS S,UBIp|IYD JO J0)08lIg 8Y} pUB SIOUIBAOL) JO Jiey) 8y} 0} payodal
pue Jayoes| pesH 8y} yum paalbe alem suoiepuswiwiosal pue sbuipuly |y

"J19)s16a. sueo| Juawdinba ay)
JO @oueusjulew ay} ul Alessaosu ale sjuswanoidwi ‘slowisypn4
‘Woayo AIOJUSAUI |enuue Uue ayepspun O} SpaauU |ooyds 8yl

‘slousanob Juauino
I[e WoJ} paule)gqo usaq Jou pey 1salajul SssuIsng Jo uonelejosp ay |

‘pajnuIw usaq Jou pey Siy} ‘JI9ASMOH
‘Apog bBuiulanog) |Iny sy} 0} pajuasald alam 98)IWWo)) Sdueul
ayl Aq panoisdde Ajeniur aiam yoiym sjuswalin anjea ybly sauy)
Jey} pawuyuod Jabeuely ssauisng S,|00UYdS 9y} YHIM SUOISShOSIP
‘alowsayung ‘sbunssw espiwWod |e jo saldoo paubis pjoy
Jou pip |jooyds ay] “Aoljod Aed sy} pue ue|d juswanroidw] |00YyoS
‘Aoljod Buibieyn ayj se yons sjuswnoop Jo Jaquinu e jo |eroidde
[ewlo) ay} plooas Aj@yenbspe jou pip Asyy ‘sbuiesw sspiwwio)
pue Apog bBuiulenog) | o} paonpoid a1em saNUIW  IS|IYA

‘MOJ2q pasliewwns ale sbuipuly urew ay |

"|looyos ay} Jo sJieye Buuojiuow |eloueul) pue uoljelisiuiwpe ay} |[ooyos Atewnd
JBAO S|0J}UOD BAI08YS pue ayenbape pajuswsdwi aney Apog Buluianoq) 6002 aljoyle)
pajWI dJelopo|N | 8y} pue Jayoes] pesaH 8y} ey} ainsus 0} paubisep sem lpne ay| Ane yjeqezi|3 1S
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBuipul4 / sjuswwo) a)eq a1l

¢ XIANAddV

Page 85



0T

S@0IAISS S,Ualp|IyD JO J0)0alI] Y} PUB SIOUISAON) JO Jley) ayj 0} pauodal
pue Jayoea| peaH ay} Yim paaibe alam suoljepuswiwoosal pue sbulpuly [y

‘paaibe Apealje uoioe ay} UsAIb spew Sem UOIIEPUSWWOI3. [BWL.IO)
ou ybnoyje poday Jpny |BuiSlU| [eUl{ 8y} JO Alewwng aAIN0aX]
3y} ul pasiel S| anssl! siYy] JeaA |eloueul) ayj JO pud ay} Je panjosal
ag pinom Aouedsaiosip 8y} jeyl |OOYdS 8y} painsse pey uoloag
adueUI{ uoljeoNp3 wolj Jabeuely aoueul4 wWSU| 3y} Jey} pawlojul
SEM }Jipny “pasinquiial Jou Sem |00ydS 3y} YdIym 1o} 73 JO jeyaq
uo syjuswded Bupjew jooyoss ayj o0} anp Aouedalosip Siy} JOo aieme
Sl Y37 94yl jey} paulejidxa sem )| ‘edouejeq Y31 8y} pue spiodal
Bunipunoooe s |ooyos syl usamiaqg G9 /19 '0G3 JO DouUaIaYIp B Sl a1ay |

"S90IAISS
pue spoob Jo juswainoold 1o} pasiel sAemje jou ale siaplo [eIO

‘|looyas Jayjoue Agq papuawwodal Jaiddns
B pasn pey |00YdS 3y} Jey} pawlijuod Jejs |ooyds YIm suoissnosi(
"'SaINpadold |eloueul{ paroidde ay) ul payioads se 000'GL3 Jano
saseyoind 1o} sainpasosd Buspua) sauobispun jou pey |00yoss ay |

‘Moja(q pasliewiwns ale sbuipuly urew ay |

"|looyos ay} Jo sJieye Buuojiuow |eloueul) pue uoljelisiuiwpe ay} |[ooyos Atewnd
JBAO S|0J}UOD BAI08YS pue ayenbape pajuswsdwi aney Apog Buluianoo 6002 aouaime
pajWI dJelopo|N | 8y} pue Jsyoes] pesaH 8y} ey} ainsus 0} paubisep sem lpne ay| aunp Aingsuen
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBulpul4 / sjuswwon ajeq oL

¢ XIANAddV

Page 86



Ic

"S90IAISS S,UBIp|IY) JO J0)08lIg 8Y} pUB SIOUIBAOL) JO Jiey) 8y} 0} payodal
pue Jayoea| pesH a8y} yum paaibe alem suoljepuswiwoosal pue sbuipul |y

"suoneljiouooal |joiAed Ajyjuow }snqos axeuspun
JOU pIp |o0YoS B8yl Se paJoslep Jou alem sjuswAed jos8iliooul
asay| ‘pledieno usaq Buirey se payjuspl Sem Jaquisl Leis Y =

‘Hpne 8y} jo swl
ay} 1e Aoijjod bBuibieyo aaisusyaidwod e aAey Jou pIp |OOYdS 8y =

‘'suonebajeq
JO BWBYOS 8y} Ul sjuswnoop yueq ubis 0} pasloyine uaaq jou pey
OUM Jaquiaw Jels e papnjoul ajepuewl yueq jualind S |O0YdS ay| =

‘paoads usaq pey s}wi| Wwnwixew ou jng sjuswpedsag
JO spesaH pue JaoiQ 9Soueuld ‘Jayoea| pesH Aindsg oy}
0] sJapJo Jo uonesuoyine pajebajep pey suonebspq Jo awayos ay)
‘alowlayun ‘suonebajaq Jo awaydS |eIdIo Sy} Ul papn[oul jJou ale
Aay) 800z Jequisydag ¢ Jo sajnuiw Apog Buluianos) ayy ul Jayoes |
peaH 8y} O} S)wi| |eloueul} pasUoyNe pey SIOUIBA0L) a8y} IS[IYM =

:Mojaq pasiiewwns ae sbuipuly ulew ay

"|looyos ay} Jo sJieye Buuojiuow |eloueul) pue uoljelisiuiwpe ay} [ooyos
JBAO S|0J}UOD BAI08YS pue ayenbape pajuswsdwi aney Apog Buluianoq) 6002 Aewid 309
pajWI dJelopo|N | 8y} pue Jsyoes] peaH 8y} ey} ainsus 0} paubisep sem lpne ay| Ane sInoines 1S
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBulpul4 / sjuswwon ajeq oL

¢ XIANAddV

Page 87



(44

S90IAISS S,Ualp|IyD JO 10}0alIq 8y} PUE SIOUISA0S) JO Jiey) 8y} 0} pauodal
pue Jayoea| peaH ay} Yim paaibe alam suoljepuswiwoosal pue sbulpuly [y

"'spuny ay} Jo Aoeinooe wlipuoo 0} JUN0d2e puny siousdnob
3y} JO Junod%e punj [O0YDS By} IO} PaduspIne pue paje|dwod
SuOljel|Iouodal Ou dlam 3al8y} ‘lIeypng "JUNOd2Ee pun} [O0YdS 8y}
1o} ainjipuadxa pue awodul Buiplodal 10 Y00g YSED OU Sem aIay| e

‘2oueIe9|d gy bBuinigoal
0} Joud |ooyos 8y} ul YIom palels Apealje pey sioquiawl yeys MoN e
"S8INpadoId
|eloueul4 panoidde ay} ur payoads se Q00‘'GF Jano saseyoind oy
sajonb Buiuieyqo o} ainpasoid ay} yum paldwod jJou pey [ooydos ay| e
‘looyoas ay} Aq pakojdwa
Jabuo| ou yejs Jo Jaquiaw e papn|oul OS|e pue |enuel SaInNpadold
|[eloueul{ 8y} ul sjuswnoop Mueq ubis 0} pasuoyine usa(q
JOU pey Oym Jaquiaw yejs B papnjoul ajepuew Mueq juaind ay| e

‘saljljiqisuodsal [eloueul) s jJuejsisse
uonelisiuIWpe 8y} JO 804 BY} SPN[OUIl JOU S0P JI ‘|00YIS B} UIYIM
$9|0J JSOW S|ie}op |enuew sainpaodoid [eloueul S,[00YDS 8U} ISIIUM  ®

‘Moja(q pasliewiwns ale sbuipuly urew ay |

[ooyos Atewid
"|ooyos ay} Jo sJieye Buuojuow |eloueul) pue uoljesiuiwpe ay} pue|bug
JONO S[|0JU0D BAIRYe pue a)enbape pajuswsidwi aney Apog bBuiuienoo 6002 JO younyon
pajWIT d]elopO|N | @yl pue Jayoea] peaH 9y} eyl ainsus 0} paubisep sem lpne ay| Anp s J9)2d 1S
Joday
|9AaT] CRIVVETS JO
aoueinssy | }o 9j|eas sBuipui4 / sjusawwio) ajeq sl

¢ XIANAddV

Page 88



€C

"S90IAISG S,UBIP|IYD JO J0J08IIJ Sy} PUB SIOUISAOL) JO Jley) a8y} 0} pauodal
pue Jayoesa| pesH ay} YIm pasibe alem suolepuawiwiosal pue sbuipull ||y

"'sasiwald [00YyIS WOl |[eAOWS)
JiIay) o} Joud pasuoyine aiam juswdinba JO sueo| ||e }ey} aouUapINS
OU SEM 8J3y} pue |ooyos 3y} 0} paulnial usaq jou pey /00Z Se 3oeq
Jej se paueo| sWwajl SWoOosS ‘JusloINSul 81aM Y00(q Ueo| ay} ul s|ie}aq
‘ajenbapeur sem sueo| juswdinba punole |oJJuod ‘siowisyun4
"800 JqWBAON Ul pajeald Ajuo a1am splodal AIOJUSAUl JUaLIND 3y |
"¥oayd AIOjusAul |enuue juadal B USYEeUapUN Jou Sey |00yds ay |

"sJouJanob jualino
[|le WoJ) paule}qo uaag Jou pey Sjsalajul ssauisng Jo uolele[dap ay |

‘sjusweda(] Jo spesH pue 8ol aoueul
‘layoea] pesaH AindseQ oy} Jo} SISPIO JO uonEesLoyIne Jo) SHWI|
wnwixew 8y} Ayoads jou pip Juswnoop suoljebsja Jo awayos ay |

‘Moja(q pasliewiwns ale sbuipuly urew ay |

"Jo0yos 8y} JO sileye Bulioyuow |eioueUly pue uonelsiuilpe ay)

JBAO S|0J}UOD BAI08YS pue ayenbape pajuswsdwi aney Apog Buluianoq) 600Z | |ooyos Atewid
pajWI dJelopo|N | 8y} pue Jsyoes] peaH 8y} ey} ainsus 0} paubisep sem lpne ay| Ane 3IO0W|00NA
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBulpul4 / sjuswwon ajeq oL

¢ XIANAddV

Page 89



vC

‘wiesy alqnd
— pesH @o1nI8g 8yl Ag peaibe alem suoljepuswiwodal pue sBuipul |y

")SU Je saA1}0algqo swalsAs ay)

Ind |aA3| ajel0joalI] e |0JIU0D JO SWB)SAS Y} Ul SOSSaUNEaM Jey] pajou S\
‘palybiybiy sem uolesi|jin [dn) |[BLIOUJE/SS9IXD S1ayM SOSED JO N0 pallled
sem uonebiysanul ou aosuay spuodal Bulojuow uonesljin |any ayy Bujoayo
Jou a1am ajdwes ypne ay} ul siabeuew aul "paja|dwoo Ajsyenbape

JOU 8J9M SISALIP [BNPIAIPUI O} SPJBD |aN} JO anss| 8y} plodal 0} siebeuew
aul| Aq 1dey sbo| ay] ‘NSL Aq papinoid sjuswalels }s0d Ajyjuow ay}
Jsuiebe payoayd jou aiam s1ayonoA pue sidigoal ‘sjdwexa 104 “Ajueinbau
puUE UOISSIWO ‘IO JO YSII 8Y} 9SEaIOUI UBD YIIYM [SA3] S)el0}daliq
[enpIAIpUI Je sanss| aoueldwoo-uou Jo Jaquinu e payybiiybiy am ‘1enamoH

‘|JoA9| SIY} 1B |enueisqns, JO [9AS] ddueinsse ue papinold
BM pue [9A8] NSL 9y} Je walsAs punos e Ajjediseq sem alay} ‘||elanQ
‘uonebisanul Joy siebeuew aul 0} pajnquisip pue NS1 Aq paonpoud
alom uondwnsuod |an) |[ewlouge/ssadxa  YUM  sajoiyan  Bunybiybiy
spodas Buuojuow uones|in [9n4 "papJodal Sem Jaquinu 189} ay} Ylm
Jayjaboy pied [any ay} Joy g|qisuodsal 18210 yoeas Jo aweu ay} pue aose|d
Ul Sem spie) |9n4 JO wa)sAs \y °SIash pue Sjuald dyj ||e O} panss! usaq
pey sainpaosold USiUAA [1OUNOD By} SSoJoe abesn pue s)sod [an) Jojuow
pue |osu0o 0} adejd ul swalsAs diseq awos Ind pey NSL ‘|[elono jey)
punoj 9\ “S8jeloloaliq |enpIAIPUl BY} YUM S)Sal [any Jojuow pue aseyoind
0} Ajjqisuodsal ay] -sjelado pjnoys saakojdwa sjeloloallq ||e Yoiym
UIYPMm Jiomawels [einpasold ay} 1no }8s sey oym ajelojoaliq D10 du) jo
(NSL) yun sa91n8S Lodsuel | ay) Aq pajjo4uod Si JoBIUOD By} pue $00Z Ul

upny swajshs

[on4 uodsuel |

uayeuapun sem [an} 1o} Juswainoold 8y °18938) Hodsued) s j1ouno0) 8y} 1o} | 6002 JO uonesi|in
pajWI e'd Y0Gz3 | ebesn |any Buuoyuow pue Buiseyoind 10} swalsAs ayj paulwexs jipne siy| | isnbny pue aseyoind
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBulpul4 / sjusawwo) | 9jeq oL

¢ XIANAddV

Page 90



4

"Yum [eap 03 siabeuey ajei0}oali [enplAIpuUl JO) SNSSI Ue SI

[9A8] 3)e10}08.IQ |[ENpPIAIpUI Je sanss| aoueljdwod-uou 0} Buljejal syuswwod
Hpne A8y ay} a10}a18Y) pue Sa2IAISS d1Iay} JO Loddns ul S9|2IYSA |1I0UN0)
a)elado sajel0}08.I(] ||B Ul SB2IAISS aAl) AUIY} SwOoS “s|oIyan Bunelado
Josiniadns adinles yoeas 0} Ajjoalip Alyjuow uoiewsojul abesn |any sapinoad
1ey} pajuswajdwi usaq sey ssa204d |lew-2 mau e uoljippe u| -abesn
1suiebe sabieyoal [any Buljiouosal ul siosiAIBANS JSISSe 0} YooqpueH

ay} 0} payoeye uaaq sey pue padojaaap usaq sey Jajsibal abesn

|an} ¥ ‘palinbai se peojumop 10} sebed-qam s,801A19S Lodsuel | 8y} uo
paoe|d usaq os|e sey YooqpueH Siyl S3|oIyaA abeuew oym [1IoUuno) ay} ul
slosinladns ||e 0} paje|nolid usaq sey pue ‘sjuswabuelse Juswabeuew |any
Mmau Buipnjoul ‘pajepdn usaq sey JoogqpueH JosiAedng 8y ‘NSL Ulyim
pajuswa|dwi usaq aney podal Jipne ayj} Ul papuswwodal sjuswanoiduw|

sjuawiwo? Juawabeuep

upny swajshs

[on4 uodsuel |
JO uonesiiin
pue aseyoind

Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBulpul4 / sjusawwo) | 9jeq oL

¢ XIANAddV

Page 91



9¢

‘panaiyoe
usaq sey walsAs 1saq ay} jeyy pauysies 1A jou ale si921)0 g ainpadoud
[eul} Y} SB pajusWNOop aq ||IM pasijeuly aduo yoiym ‘ssaocoid Buipnoos
ay} bBuibeuew jo poylow aAiOsYd 1s00 Jsow ay} dojdAsp 0} palojuowl
Alsnonuijuod aq 0} panuiuod sey Jiedas Jo paads ay} pue pajoalap sjney Jo
Jaquinu ay} 0} sabueyd ay| ‘pappaqua sem }i IS|Iym Mainal Japun }day usaq
sey Buuojyuow Jjo waisAs ay} pue auoje Buijels ul sbuines }s0d ajelpawiwl
paonpold l10joesjuod 8y} 0} yels asnoy-ul woly Bupnoos jo Jsjsuely ay|

sjuswwo) yuswabeuely

‘wjeay alignd — pesH 92IAI8S

3y} yum paaibe alam suoljepuawiwiodal pue sbuipuly ||y pajuswajdwil

uS2a( Jou pey SYI0M asay} JO uol}d|dwod Jo uoiedliou 1o} pue ‘olgnd

ay} Jo slaquiaw pue salouabe jeussixa Aq syiom oy sysanbai jo buibbo| ayy 0}
Bunejas suonepuswiwosay pajuswsjdw Ajjny jJou sem Alojuaaul bunybi| 19ans
ay} bunepdn 1oy waishAs ay] ‘Asuow 104 anjena poob papinoid Juswabuele
3y} Jey} ainsua 0} palyLie|d aq 0} papaau salnp Builnoos s J0}0esjuod

ay} Buliojluow 10} WSSAS e ‘JaASMOH "SHJOM aoueusjulew pue siiedal ay} 3no
S911IED OYM J0}OEBIJUOD Sy} 0} WEea} asnoy-ul 8y} wol) passed usaq pey sjybi|
19a11s Ajney Joj Buiynoas jo Ajjiqisuodsal ay) ey} pamoys malnal dn Moj|o} INQ

‘6002 YyoJe\ Aq pajuswajdwi usaq
aABY PINOYS YdIym suolijepuswiwiodal gz Ajuoud aiam G pue uoljepuswiwodsl
|l Aoud sem uoljepuswwodal duo  ‘suolepuswwodal  Buipuelsino
9 Buiuirewal ayy JO -pajuswsdwi Ajjeiued usaq pey uoljepuswwoddl U0

upne dn mojjo4

Aluo ‘uodal |eulblio 8y} UIYIM suollepuSWIWODal / JO N0 Jey} PAMOYS MaIASI Bunybi yeens

N0 '800Z Jaqwiaidag ul Ino palued Jipne [N} 8y} 0} Jpne dn moj|o) e sem SIy | 600¢ | JO [0jjuo) pue

paywi] MO Bny Juswabeuep
EICR 92IAI3S Jodoy

aouelnssy JO 9jeag sBulpul4 / sjusawwo) | jo ajeq oML

¢ XIANAddV

Page 92



LT

‘pasiel si1aplo uo
S)JoM 1o} s}sanbal Jo aoinos ay} Boj 0} panssi usaq sey Jels 0} uoionIsul Uy
‘Gl z ( Ag Adwloy) Jojesipul [eo0] Jo Jed se

palojiuow pue XSk} Yoes J0) paplodal S| paje|duwiod SYI0M JO UoIledlijou ay |
"8)IS UOo ejep askeq ay} Bujosyo

ul paousiadxa a1em yolym sAejap Buimo||oy ‘| J8qo}Q Uo aAl| 06 ||Im
waysAs siy] Alojusaaul ayy jo Buizepdn snonuiuod 10} siseq ay} apinoad |[Im
YOIYM YdJej\ Ul paUOISSILIWOD SeM WS)SAS Juswabeuel 19SSy paseq-qam vy

upne dn mojjo4

Bunybi yeens
(-3u09) sjuswwon jJuswabeuep 600Z | 40 |OuU0) pue
Bny Juswabeue)
EYCR] CRITVELS Joday
aoueinssy JO 9jeosg sBuipul4 / sjuswwio) | jo ajeq apIL

¢ XIANAddV

Page 93



8¢C

"suiaped 2u0}sIy JO Junoooe
aye} 0] sey pue sylom pawwelboid jsuiebe payipaid Algelal agq jouued
awWooUul Jey} sueaw peaye syjuow ¢ uey} alow syiom jo uejd }snqou e aalb 0}
saluedwod san|in jo AjijIgeul ay} ‘|9As| apIM-UopuO] B Je ainssaid pauaoduod
a)dsap ‘Ing |Ie}ap ul pamalnal usaq sey syiomaalls Joy Bumes 1ebpnqg ay|

"JUBWISSASSE XSl 3y} yum Buoje puey ul si pue pieoq uo

uaye)} usaq sey SIy} pue s}e|weH JaMo | 0} di0ads aq 0} uajliM-al 8] Sy} Jey)
pajsisul Jipne dn-mojjo} ay} Inqg Adijod pue ainpadsoud jey) papinoid ao1joeld

JO 8p09 |euoljeN ay} Jey} uoissaidwi ay} Jo a1am s1aoIO "9oe|d ul ainpaosolud
pue Aoljod Jea|o e Buiney 0} pajejal suoljepuswiwodal asay} Jo Ajuolew ay |

sjuswiwo? Juswabeuep

‘wjeay 2dlqnd — peaH a21A18S 8y} yum paaibe

aJaM suoljepuswiwodal pue sbuipuly [y “Hpne |In} 8y} aduis panoidwi jou pey
JUSWIUOIIAUS |0J3UOD 8y} }ey} uoiuldo ay} JO 8I19M aM ‘||elaAQ BWOdUI SHIOM
19a43s 4o} Buipes 196png ay) Buinosdwi pue a2IAI8S Y} JO SSBUBAIJOBYD pue
Aousiolys ay} ssasse 0} siojedlipul ouewlopad |eoo| Buidojaasp ‘[1ouno) ay)
10} I0M JO seale Aay Ajjuapl 0} Wa)sAs Juswssasse ysu e Buiney ‘sainpaosoid
pue Aoljod Jeajo Buidojanap a1 sanssi 0} paje[al 8Say] SUOI}BPUSWWO3l Z
Ajuond alem ¢ pue | Ajuold alzem ¢ ‘pajuswajdwi aq 0} ||1}S SUOI}BPUSWILLIODS
J Buluiewal ayy J0 “passalboid aiem suolepuswiwiodal € ‘uoijejuswajdwl 1oy}
paaibe Ajjeuls suoiepuawiwodal Q| JO N0 Jey} pamoys mainal dn-mojjo} JnO

'8002 Joquia)dag ul no palied Jpne |jny

upne dn mojjo4

3y} 0} Jipne dn MO||0} B SEM SIY| ‘Sjuswialelsulal pue syJom (saluedwod Ajjin SYIONA 19811S

Ajurew) siayeuspun uo podal pue ajebiysaaul ‘yoadsul 0} Jamod ay) ‘H1g7 6002 | JO |0Jju0) pue

pajwi] MO 31| sanIoYINy 192.11S SaAIB L6 | 1OV SHIONN 19311S pue Speoy MaN a8yl bny | uswabeuep
EICR 92IAI3S Jodoy

aouelnssy JO 9jeag sBulpul4 / sjusawwo) | jo ajeq oML

¢ XIANAddV

Page 94



6¢C

‘Ayejyes Ajlunwwo)
— pesH 992IAI8S 8y} ypm pasaibe alem suoljepuswiwodal pue sbuipul ||y

‘sjoaloud [|e 10} 9oe|d ul Sy 1S paubis ale alay) jey) bulnsug e

‘dnoub diysiaupned oibajens
yoea jnoybnoly} sainpasosd Buiyiom |eoo| ale aiay} jey) Buunsug e

‘Jauuew
pasipiepue)s e ul pabeuew ale s}osfoid |e Jey} ainsus 0} JuUsaWwnoop
yomawel4 juaswabeueyy 1o8lold ayy Buisieuly pue Bunepdn e

-:Buissaippe papaau seale BuiMo||0} By} ‘19ASMOH
‘Aiojoeysijes Ajjesouab osje sem ssaoosd juswAed sy} pue splooal
109loud Jo sdoueusjulew a8y -sjuswabuele uonewloju] juswabeuep
pue olibejens ayy Auenoiued ‘punos Ajessusb sem ooineg  Aldjeg
Ajlunwwon ay} ulyum juswabeuely joaloid 1Yl pamoys malaal Jipne ay |

"awil) Bunpuanaid pue buipoe |
Jo Ajuoud paway} Aunwwo) aaioddng pue ajeg ay) Jo AlaABp SAI0BYS
pue juaiys ay} Joj aoejd ul suswabuelle juswabeuew }1o0aloid punos

upny swajshs

alem alay) ey} juswabeuew ainsse 0} Sem lipne siy} Jo wie ulew ay| | 600¢ sjoafold Ajejes
lenuelsans | INSZ'0L3 Ainp Ajunwwo)
Joday
|oA97T] 99IAIS sBulpul4 / sjuswwo) jo
aouelnssy | jo 9jess ajeQ oML

¢ XIANAddV

aoueinssy |epuelsqng

Page 95



0¢

‘Ajajeg Ajlunwwo)
— peaH 92IAI8S 3y} Yym paaibe alam suoljepuawiwodal pue sbuipuly ayl |1V

"0,G/ Jo 196.1e) € Jsulebe sased Jo 9, /9 ul panalyoe Buiaq sem

sAep QG ulypm saseo Jo uona|dwoo jobie} ay) jey; pauodal osje ap\ 196.e)
souewlopad 118y} 198w 03 AjljIqe s,82I1A18S 3y} uo Joedwi ue aAey ued ydiym
‘Yoom | jo 1ab61e} pajels ay} UlylMm JNo palLied Jou S1aM SMIIASI 9SeD [eljul
‘Upne Aq pajsa) sjdwes ay} JO 9%0G Ul Jey} paMoys MalAal INO ‘JOASMOH

'S9SED ggY Jo Juswabeuew pue aouewsouad ayj uo pawioul Ajjny

1day 2q 0} siapjoysye)s ||e 10} pue uoljewlojul Juswabeuew jo uononpoud
pue Bulojuow ay} Joj aoe|d ul wa)sAs aAlsuayaidwod e sem alay |
‘a|gejiene Ajopim pue pauea sem sjuiejdwod jo Buipodal ay) 104 ssaooe
Jueua) pue wajsAs Jandwod Y14, dUi Ulypm Aj@yenbape pajj0iuod
aJam sjule|dwod gsy Jo Juswabeuew ay| "92I1AI8S aY) JO AISAIIBP SA1}0BYD
3|qeus 0} |euoljesado pue d1bsjels ay} ybnouyy Buiuuni pealy) Jes|o e pue
INoIABYS( |BID0S-IjUB pUNOJe S3I}IUNWWOD [BI0| JO SUISDU0D By} Ssalppe

0] JUBW}IWWOD }SNgoJ B sem alay| "punos Ajjesauab sem aoiniag Ajajes
Aunwwo) ay} ulyym Juswabeuely gSY 1Byl paMoys Malnal Jipne ay |

*INOIABYS( [B100S-ljue pue

aouesinu abeuew pue juanaid o} yoeosdde Aouabe inw e Bulhojdwas Aq upny swajshg

awil) Bunuanaid pue Buipoe] jo Ajuoud paswayl Ajunwwo) aaiuoddng
pue ajeg ayj jo Alanlap ay} 1o aoe|d ul s8ssao0.1d A0S pue JuaIdIyd Jnoineysg
alam alay) Jey} aoueinsse apinoid 0] sem Jipne siyj Jo aAidalqo ay | 600¢ [EI00S-uy
|[enuelsqng | SAISUSX] Ainp | o Juswabeuep

Joday
[onaT] 99IAIBS Jo

aouelnssy JO 9jesg sBulpul4 / sjusawwo) | 9jeq oML

¢ XIANAddV

Page 96



1€

"$90IN0S8Y JO J0}0alIQ 8y} 0} pauodal pue pesH a2IAI8g ay) ‘Jabeue|
suoisuad 8y} yum pealbe aiem suollepuswiwooal pue sbuipuly 8y

‘pamalinal Ajjusjuspuadapul pue Jo
paubis sI SIY} ey} WIIJUOD O} SdUSPIAS OU Sem 3alay} ‘siseq Ajyyuow
B UO Uuoljellouodal SIy} ayeuspun 0} I3l Ssuoisusd |ediduld
ay} jo Ajiqisuodsas sy} si 3 Is|IUM “(PHOAN BUQ) J8bpaT essuaD
uo suonoesuel} uoisuad a8y} pue (SIXY) WaisAS suoisusad ay)
uo paulejuliew spiodal uoisuad usamiaq ade|d saye)} UoIJel|Iouodal Y e

"SUOIJNQLIJUOD JO 3kl 1031109 3y} BuiAed
AJUS1IND ale slaqwaw asay} ylog '698'613 Buluies aakojdwa ue 0}
paldde sem 9,G'Q JO peajsul %@E'G JO Sel UOIINQUIUOD Y} o'l "Sased
Z u Buipueq swayos uoisuad ayj yim aull Ul Jou Sem suolONpPap
uoisuad 8y} ajenojed 0} pasn ajel uolNguUIUOd a2Akojdwa ay] e

:MO|9(q pasliewwns ale sanssi ulew ay |
‘suoljebijqo Aioyniels

ueasjal e ypum BulAldwod pue siaquiaw awayods ||e Jo) SHjeuaq Jo
JuswAed pue suoinguIuod JO UoI09||00 Buljgqeus ‘||olhed 0} elep Ajawi) pue

ajelnooe Jo uoisinoid ay} ybnoayy syuaidioal aply suoq o3 sjuswAhed uoisuad 6002 | Mpny swalsAg
[eueIsgqnNS | aAISudlX3 | S)elndde ainsua 0} sI Wa)sAs suoisusad sAjuoyiny ay} jJo aAndalgo syl Anp suoisuad
Joday
[onaT] 99IAIBS Jo
aouelnssy JO 9jeog sBulpul4 / sjusawwo) | 9djeq oML

¢ XIANAddV

Page 97



[43

$90IN0SaYy JO 10}0alIJ 8y} 0} papodal pue aoueul{ ajelodio)
— peaH 82IAI8S 8y} Y)M paaibe alem suolepuswiwiosal pue sbuipuly ay |

‘(Jleusnol
Jo asodind lJo/pue 13210 JO S|ielop J0BUOD ‘slep ‘1) uoljew.oul
JUSIOIYNS UIBUOD Jou pIp }ey} saujud |eusnol om) Jayuny e pue
‘Onljelleu Aue JnOYJM JSASMOY paliluapl alam saljua jeuinol om) e

"900Z dun 22uls pales|d usaq jou sey Jey} 000°S63 Jo 1diadal
yseo payijuapiun ue sem alay) ‘Jejnoiued ul Juswabeuew swa)sAs
poob ajowoud 0} (G00zZ Aepy @ouls) Jauuew Ajpwiy e Ul palea|d usaq
Jou aAey jey; s}diedal yseo payjuapiun JO Jquinu B S1aMm dIay| e

‘papybiybiy
alam sanssl Buimo|o) ay} ‘JanemoH ‘eoe|d ul alam S|oJu0d dlenbape
Jeyl punoj aAey am ‘|leJaAQ  "Sjunodoe |eioueuly sy juasald Ajewnyn
0} Jabpa |esauan) ayj Jo Aoeindoe 8y} ainsua O} pue slieye |eloueuly

s Ajioyiny ay} jo uonessiuiwpe Jadoid ay} Joj sjuswabuelse punos ale 6002 | Mpny swalsAg
[euelsgqng | aAIsudlX3 | alay} ainsua 0} sI wa)sAs JebpaT |esauas s Aioyiny ay} Jo anijoalqo sy Ainp | 18bpa |essuag
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBuipul4 / sjuswwo) | aeq a1l

¢ XIANAddV

Page 98



133

‘@0oueUl{ 8)elodio) Jo peaH ay} yum paaibe atem sbulpuly ||y

"WId)SAs Juswissasse ysu

pajusawnoop AlJles|O B UO pPaseq pue pamalAal Usa( pey JaA0D aduelnsul
aajuelenb Ayapl oy} ‘Ajjeur4 'sa0I1nosay Jo 10}0alIq aelodio) ay} 0}
payuodal pue siabeuejy aoueul{ ajelojoalq Ag pajiou0dal 819M SJUNOJJE
jueq ||e }ey} ainsua 0} aoe|d ul Ind sem Wa)sAs Y ‘pasusWIWIOd pey
Juswabeuew jJunoddoe yueq 10} AjljIqiIsuodsal pue sjunodoe yueq Aleipisgns
S [IoUN0D 3y} ||e 40 MalAal d)a|dwoo \y "paledaid usaq pey ssao0.d
uoljel|louodal 8y} 10j S8J0U 3INPad0Id “suoljepuawwodal Buipueisino

ay} ||e Jo uoneluswsajdwi ay} pauodal Jipne dn MO||0} puodas ay |

‘pajuswa|dwi uaaq }aA jou pey
M3IA3I |eulblIO 8y) Ul 9pew SuoilepuswWWOodal XIS 3y} JO aAl} Jey} pauodal
yoIlym g0z Joqwiaoda( ul panssi sem podas dn moj|o4 1sii} 8y} pue 8002

upny dn mojjo4

yole\ ul panssi sem Jodal jipne [eulblio ay] uoijeliouoday Junoddy | 8002 uoljel|Iouoday
[enuesgng | aAISudlXJ juegq Jo} S|0Ju0D pue swalsAs ayj uo ypne dn Moj|0} puodas e seM siy] | AON jyueq
Joday
|9A9T CRIVVETS Jo
aoueinssy | Jo 9jess sBulpul4 / sjusawwo) | ajeq oL

¢ XIANAddV

Page 99



143

"‘@oueUl4
ajelodlo) Jo peaH a8y} Yum paalbe alem suoljepuswiwosal pue sbuipuly |y

‘siseq Jejnbal e uo sapILIWO) Jpny 0} papodal aq pinoys ssalbolid pue
yoeoudde ‘s|gelawi} SY4| ay3 ‘AjoAnosaya alow ssa004d ay} ul adueulanob
yum pablieyd asoy) abebus 0] J1opio ul Jey} papuswiwiodal aney ap\
‘AiBuipioooe palojiuow pue pabeuew ag 0} aAeY P|NOM Seale 9say} aduay
pue ysu ybiy se palissed usaq sey |4d pue sasea ‘sjuswiniisu| [eloueul
Jo 10adsal ul ssalboid ayj jey) pajou aney app 8J0AD 9y s) Jo abejs Ajues
ue je ||s si jaloid ay) ybnoyye ‘sy4| uswsjdwi oy yoeosdde paseyd pue
painjonils sy ybnouyy paseld ||am si [1IDUNO0D 3y} Jeyl puno} sey Malaal INQ

2oe|d

ul ind sem ainjonu)s asueulanob pue Buinodal Jes|o pue pasedaid sem

ue|d 109loid v ‘panoidde pue pasedaid sem Juswnooq uoneniu| 3aloid

V 'S¥4| jo uonejusws|dwi ay} Jaa)s 0} dn }as sem Josloid e ‘Apnis sy}
Buimo|jo4 ‘sjuswaje)s |eloueUly 8y} JO UOISISAUOD 104 ue|d uoljoe ue plemioy
nd pue jJoedwi }sow aAey p|NOM ey} Seale uanas paijuapl Apnis siy|
"s19d00) asnoyisiep) 821ld Wody pauoissiuwod sem Apnys Areulwaad

_ spJepue}s
e ‘Sy4| jo uonejuaws|dwi ay} oy uoieledald ul Jey} punoj mainal JInQ Buiiodoy
[eloueul
"2o110e1d JO 8p0d SY | 2injny} e Jo sjuswalinbal ay} ainydeos Ajny 03 Japlo ul jeuoneuisiu]
S¥ 4| au1 Jo uonejuawaldwi pue Buluue|d ay) Joj aoe|d ul swa)sAs ayenbape | 600¢ ay} jo
alom aJay) jey) Juswebeuew ainsse 0} sem jipne siy} Jo aanoalqo syl | A uonejusws|dwi
[enueisgqng | aAIsualX3
Joday
|9AaT] CRIVVETN Jo
aoueinssy Jo 9Jesg sBuipul4 / sjusawwio) | 3jeq oML

¢ XIANAddV

Page 100



93

"$S900Y/ Jawolsn)
— pesH 92IA18S 8y} Yum pasibe useq aAey suolepuswwodal pue sbuipui

‘PaYSI|geIse usaag Mou sey SMaIAal Jipne |ny 1o} pawwelboid
3Q ued s)Sl 9say} }eyl 0S sain|ie) SIS Jolew JO WY} wloul 0} Npny
[eusaju] ypm yull ayl Apusdal aiow passalboid usaq sey spesaH 99IAI8S
pue swea| juswabeuel\ ajelo}oallq JueAd|@l 8y} 0} suoloe Buissalpal
pue sainjie} |oJjuod jueoyiubis podal 0] paysigelse bBuieq waishs e
0} Bunejal ‘uoiepuswWIodal puooas ay| ‘passalboid usaq sey sjueure|dwod
[[le O} siayd| juswabpsmouoe jo Buinssi pue Buipiodal jo douepodul

ay} o} Bunejas uonepuswwodsal auQ pajuswsdwi Ajeiued usaq sey dn mojjo4
puooas ay} pue pajuswaldwi usaq sey auo ‘Lodal Jipne |eulblio ay} ul spew
SuUOljepuUSWWOa] OM]} 83U} JO }ey} punoj aney am ‘Malral dn MOJ||0} INO WOl 4 sjule|dwod
'8002Z ¥snbny ul pajodal Jipne swajsAs ||ny 8y} uo jipne dn Mmojjo) e sem SIy | 600¢ | ®jesodio) jo
[eiuelsgns | aAIsuaxg Ainp | Juswabeuey
Joday
|9A9] | 99IAI9S Jo
aouelnssy | Jo 9jess sBulpul4 / sjuswwo)  JudWWO a)eq T

¢ XIANAddV

Page 101



9¢

‘1Dl pesH 921A18S 3y} Ylim paalbe alam suoiepuawwodal pue sbuipul |
"SHSHO 3|gE|iene
Qg pinoys uejd 8y} JO UOISIOA }Sd)e| BY} ‘i0wisyun "pajep no se
pa)iew Ajeso paulejuiew Ji 1o pakolisap Jo pajsjep aq pjnoys sugd
pajepino Auy ‘siseq Ajowi} B UO Jejs Jueas|al ||e 0} pajngusip st ueld
pajepdn ay] “paulejulew Sl SMaIAS] 8Say} JO 80USPIAS Jey] pue siseq
olpouad e uo pajepdn pue pamalnal sI ueld Alonooay JajsesiqQ ayl =
‘'sainpadoid Aouabiasw3 pue ug|d
Aianooay Jsjisesiq ay} uiyum ayep o) dn pauiejuiew ale asay) Jey) pue
saled pliyl 1D ||e 1o} pajuswnoop pue paule}qo ale S|ie}ap JOejuo) =
"siseq oIpolad e U0 pajsa} SI [IDUN0Y By} pue \D| Usamiaq
uoloBuUUOd NYA\ dYLl ‘olep-0}-dn pue asjeindde si ueld Alanooay
Jaysesiq 8y} uiyum pajuswnoop 99Ad uonejos adey dnyoeq Byl =
"SYIOM]}SU UOI}EDIUNWIWIOD SDI10A 3y}
Jo A1ano2al pue Ajinunuod ay} Joj aoe|d ul 8Je SUoIIN|OS puUe SAINPaJ0Id =
"SSaUISNQ 9y} JO sjuawalinbal ay} J@aw saAoalqo
asay} Jey} pue sue|ld Aynunuo) ssauisng pue AIBA009Y Ja)sesi
3y} UIY}IM pajuswinoop ale saAoalqo awiy A1on0oal Wa)SAS JUS)ISISUO)) =
"slapjoyaye)s juauipad |je 0} papodal 8q uay} pjnoys
S}Nsal 9say| '9Say} SA|0Sal 0]} Uaye} Suoljoe dy} pue palajunooud
sanss| Buneoipul ‘pajuswinoop Ajjewloj ase s)sa} AIsanodal Usjsesip
JO s)INsay °1SI| }OBJUOD SINOH JO INQO 38y} pue sainpadcoid Aouabilaw]
3y} ‘uoneuswNoop HA Sy} UIYIM pajusawnoop ale sainpadoid
uoleeoss Jualsisuo) ‘yels Aay |je 0} pawuopad sI sjuswabuelle
pue ueld Aian0o9y Js)sesiq 9yl  bBuipiebal  uonedluNWWO) =

‘pasiel a1om sanssi BUIMO[|04 "JUBWUOCIIAUS || H1gT UIYyIM ain|ie}

JO JUBA8 8y} ul suonnjos A1anooas alis Jo sepinoid oym \D] Yyum Aisnooal suolsinolg

JajsesIp Jo uoisinoid 8y} 1o} JOBIUOD B Sey [I0Un0) 8y ‘suoisinold Alanooay 6002 Alanooey

|lenuelsqng aAIsua)xg | Jajsesiq Jano aoeld ul S|osu00 ay) Ajuspl 0} Sem Jipne siyl Jo aAoalqo ay | aunp lgsesig
[oADT 99IAI0g yoday

aoueinssy Jo ojeog sBuipul4 / sjuswiwio) | Jo ajeq apIL

¢ XIANAddV

Page 102



LE

‘2ouepinb ao1joeud 3saq ayj 0} uolje|al ul paysi|ge}sa ag pjnoys sjuawabuelle
Buuojyuow AJIN2asS YIOM}BU |ENUIA BY} PUB JUSWUOIIAUD JISAISS |EBNUIA
ay} Jo juawabeuew Joj way} jsuiebe painseasw Ajjqeded Ayoeded aininy
pue Bunsixe yjogq pue pauysp ale sjuswalinbal Ajoedeo Janlas ‘epelsbdn
wa)sAs juadal ay} ul spew sabueyd ay) 109|ja1 0} pajepdn si uoleUBWNIO0P
wolsAs JOAIBS [BNUIA 8Y} dINSUS 0} Spew OS|e 3I9M SUOIIEPUSWILIOIDY

"ainjonuys 109loud pauijep e 0} buipioooe pabeuew ale
JAAIaS [enUIA By} Ul sjuswdojaAap alnjny ‘elowlaying ‘sjuswdojaaap ainyny
JO} JuBWISBAUI UO Uulnjal IO} palojiuow pue papuedxsa agq pinoys aAle}w!
3y} YoIym 0} Jusixa ay} SSasse Os|e piNoys ¥H|d YL "dAeHw! uoljepljosuod
Janas ay} Aq pesijeas usaq aAey S)jBUSQ pue BUBJIO SS82ONS YOdIYM O}
JUSIX8 8y} ssasse 0] (Y|d) Malnay uoneuawsa|dw| }sod [ew.loy e jno Aled pue
ssao0.d uoljesijenuip JAAI8S ay} UIYIM SHSII 0} Sisumo subisse jey} Jajsibal
3sl wa)sAs pauysp AJes|o e ysiigeisa 0] apew 9I8M SUOljepusWILLIOIDY

‘wes | Juswabeuep [eyuswyedsq | 9|
8y} yum paaibe ||e alem YoIym suoljepuswiwiodal G apew Jodal Jipny oy

"JUBWUOIIAUD
Janlas Bunsixa s |Iouno) 8y} SSOIOEB S$82IN0S3AI JOAISS |BNLIA 10} Spuewap
Ayoedeo Buisealoul sy} ssalppe 0} JUSWUOIIAUS JBAISS [enUIA 8y} Buipuedxa
JO ssao0id 8y} ul Sem [IDUNOD By} lipne a8y} Jo awl a8y} 1y Buuojuop
Juswabeuely pue AjjigejieAy JaAleS pue aoual|isay pue ubiseq AbBojodo|
Janag  ‘sjonuo) Juswabeuely Msiy pue 108loid pajenjeAs MIom lipne

SUJ ‘SANEIIUI UONEPIOSUOD JOAISS [ENUIA | D] [BUISIU| BU} UIyUM paljdde pue | 600z |  Uonesienpin

|lenuelsqng aAIsua)xg | @oe|d Ul S|0JjU0D pue sainpadoid syl SSaSSe 0] SeM JipNne siy) Jo aAoalgo ay | aunp JEVVELS
[oADT 99IAI0g yoday

aoueinssy Jo 9jeas sBuipul4 / sjuswiwio) | Jo ajeq apIL

¢ XIANAddV

Page 103



8¢

"$90IN0SaY
JO J0}03lIJ Y} Yyum paalbe alem suolepuawiwiodal pue sbuipuly [y

"8|NPaYos uo paje|dwiod ag 0} SMalAal 82IAI8S Yidap-ul

Jo awwelBoid juaiind 8y} 8|geus O} d|ge|ieA. apell S90IN0Sal JUSIoIYNS ale
218y} 1ey} ainsus pjnoys juswabeuew HH] eyl papuswiwooal aAey s
‘paysi|gelse Alies|o usaq jou pey siojedlpul souewiopad pue spiepuels
aouewlopad ‘syS JO Jaguinu e ul Jey} pajou os|e 9)\\ ‘SS8001d MaIAS)
V1S @Y1 ybnouyy sieo1o apinb o} jenuew |einpasold pajielsp Jo aouasqge
ue sem aJay} ‘JpNe Jo awi 8y} 1e ‘JeASMOH "MaIAal 10} s, 1S Buisiuoud
1o} el ay) pue sjuswabuelie Buliojuow aouewlopad sapnjoul

Koljod ay] "syS SI19A00 jey) Aoljod dlomawel 4 Juswabeuely souewlopad
UMO J1ay} padojansp aney HHL ‘uolippe U] "Jauuew oibajel)s e ul syS
Buimainal 1oy ABojopoylaw e padojanap aney HHL 1By} punoj maiAal InQ

sal01jod S}l JO JUBWBABIYOE 1PNy swaisAs
BAI}09Yd By} Ul HH.L IsIsse sjuswabuelie asay) Jey} 0s ‘@i1ndas .
pue punos ale H1g7 Yim syS buibeuew pue Buimainai 1oy HH1 Ag a@oe|d SV
ul Ind swa)sAs jey} aouelinsse apinoid 0} sem jJipne siy} Jo aA1393lqo ay | 600z | 10 Juswsbeuepy
[enueisqng NG63 Bny oibajens
Joday
|onaT] CRTVVETS Jo
aouelnssy | jo 9jess sBulpul4 / sjuswiwio) juswwo) | 3jeq oML

¢ XIANAddV

Page 104



6¢

"'$90INIS |efa] — aAinoax]
JoIyD JuelsISSy ay} Yum paaibe aiam suoljepuswiwiodal pue sbuipuly v

"'S90INIBG |eba — aAINoax3] Jaiy) Juelsissy ay} Aq pasojuow

aq |IIM yoiym g00z aunp/Aeln se uaaib sem uolissiwgns 1o} ajep 1ab.le)

e Jey} pue g00z 18gojo d2uls awayoS mau e bulonpoud uo Buissaiboud
uaaq pey 3Iom jey} paseadde } ‘upne Agq pauiwexs aousapuodsaliod

ay} wol4 -aoe|d ui jou [j3s sem ajelojoaliq (MHY) Buiaqiapn

9 U}|eaH s}npy 1o} uonebs|aq Jo swayog ay) ‘1enamoH ‘pajebsiap buiaq
3JOM UDIYM SuO0I}oun} |IDUN0) pue saljljigisuodsal JadIyo ‘SIao1yo JO }s]|

1no pie| Auesjo e pey yoeas jeyj pamoys uoljebs|aq Jo sswayog pajajdwod
3y} JO uoljeulwEeXd JINQ "SUOIMBSUI JO Jaquinu |[ews e wol) pede abejs
uonajdwod Buueau sem ajeloloaliq (D79) 2InynD SaIE20T ‘SaluUNWWOo))
1o} BWaYOS 8y "uolN}ISuUo0 S, [1IoUN0Y By} OJul uoisn|oul Jo} Apeal

alam pue |enosdde 1oy Ja21jO Buliojiuoly ayy 0} uolebsaq Jo sawayds
JIay} papiwgns pey sajelo}oali ay} jo Ajuolew sy} eyl punoy mainal InQ
"suoljouny [1I0UNoY Jo abieyosip Alessaoau ay) 104

aske( pajusawnoop Jesd e sem alay) jey pue jow buieq aiam sjuswalinbal

Aiojnje)s jey) Juswabeuew ainsse 0} SEMI Jipne ay} JO aA1393[qo ulew ay | UpNYy swalsAs
‘'suonebs|ap yons jo Adoo e yyum Jaoiyo Buuojiuoly s Jlouno) ayj palddns
aney pue suoleba|ap yons |e 1no buiias uonebs|ap Jo sawayos ajeloyoallp | 6002 uonebsjaq
[euelsqns | SAISUSIXJ B Ulejulew |1Iouno) ay} Jo sajelo}oall( ay} [|e }ey} paysljgelsa Jipne siy] | aunp JO awiayos
Joday
|onaT] CRTVVETS Jo
aouelnssy | jo 9jess sBulpul4 / sjuswiwio) juswwo) | 3jeq oML

¢ XIANAddV

Page 105



V1%

"9AIIN0aX T JalyD JUB)SISSY 8y} 0] papodal pue S82IAI8g SUOIIBDIUNLIWOYD
— pesH 92IAI8S 8y} Yum paasibe alem suoiepuswiwodsl pue sBuipuly [y

‘s1apjoy 12bpnq |e 0} papinoid Buiaq Bulurely
olseq 0} bBuiejas uoljepuswuwodal bBuipueisino auo syl passalboud
u2aq Jou |IIS sey SIy} Ing ‘SIasIUBApE |elolawwod [eulaxa Ag sjuswAed
Ajdwiny Buunoas 10} sjuswAed jiqgeq 10841 abueue 0} suonesiunwwo) Aq
pajsanbal sem (S82IAI8S SnUBASY) 8jel0}oall] S92IN0SY Jey} pajou os|e
aney spA "1 102/01L0Z wouy pasueinbal agq ued uoisod Aseyabpng ay} jey)
os pasodoud sem piq ypmolb e pue j326pnq Buiyeys ay ui jjejploys Aieyabpng
3y} ssaippe 0} padojonep sem |esodoid y  "SUOIEDIUNWIWOD |euld}ul
Jo} paaibe usaq pey uejd uonoe uy ‘(JOY) SAIIN08XT Jaly) doUe)sISSy ay)
Aq yo paubis pue pasijeul} 8q 0} papaau Jng ‘payelp usaq pey ueld wea|
01/600Z ®ylL -Atessaosau uaym jels ajelojoallq 0} panssi pue pajepdn
usaq pey |ooojoid suonedsunwwo) ‘passalboid useq pey g ‘uUodal
Hpne [eulblio ay} ul Spew SUOIEPUSWIWOI3] UBASS 3U} JO Jey} punoj MalAal

upne dn mojjo4

3yl '600z Aenuep ul papodal Jipne [|nj 8y} 0} Jipne dn mojjo) e sem siy] | 600¢ ABojens
[euelsqns | SAISUSIXJ Bny | uonesiunwwo)
Joday
|9A97 ERITVETS sBulpul4 / sjuswwon jo
aouelnssy | jo 9jess ajeq T

¢ XIANAddV

Page 106



Iv

"$210]S
eap| JO peaH 8y} Yyum paaibe alem suoljepuswwodssl pue sbuipuly |y

‘Isnqo.
aIo0w apew aq 0} paisinbal |0Jjuod AIOJUBAUI puE ‘S82IN0S3AI | D] 0} SSIJY
oliqnd Jo} Adljod Jesn 9jgejdacoe ue ade|d ul 9ABYy 0} papasu Salo)S
v3Al 8yl ‘Bunssw 1xau sy} je dn pamoj|o} suoljoe pue paaibe aiam jey)
sajnuiw aney o) papasau sbunssw Aiabins jobpng / aoueul4 sjdwexs .0}
‘passalppe aq 0} alinbal |1}s JeY} SONSSI Joulw JBYJ0 SI9M 3IdY| ‘dwOodul
yseo jo Bupjueq pue uol309]|09 By} JojuowW O} anuiuod pinoys Jabeuel
210}S Y3l Y} papUSWIWOID] 9M ‘JISBASMOH ‘spodal Jpny ay} ul paiiuapl
sassauyeam a8y} Buissaippe ul s19oiO Sa10}S v3Al Ag apew usaq pey
ssalboud jeyy paseadde ji ‘|jesanQ "pajuswajdwi usaq pey /| Wodal jeulblio
3y} UIY}IM Spew Suoljepusuwiwodal |z JO N0 jey} pamoys MaIAal InQ

ypne dn mojjo4

'8002Z JoqWIBAON Ul JNO paled jipne ||n} 8y} 0} ipne dn mojo) e sem siy| | 6002 S3l0]S esp|
|[euelsqns | 9jelapoln aunp Heypn Aeue)d
Joday
|9A97 ERITVETS sBulpul4 / sjuswwon jo
aouelnssy | jo 9jess ajeq T

¢ XIANAddV

Page 107



(44

‘Buluuni sl
uoljeoljdde ay} JO UOISIBA }S8)E| 8y} 8INSUS 0} Jsuuew Ajdwi} e ul pajuswa|dwil
ale Jaiddns ay)} wouy sajepdn pue sayoled leyl pue uayeupspun si buiyss)l
pue Buiuue|d Alonooal J18)sesIp ainsua 0} pasiel OS|e a1aM SUOIJBPUBILIOIDY

"a|ge|ieAne aq
os|e p|noys wajsAs ay} uiyym ejep Asay Jo BuimaIA pue uolsjep ‘Juswpuswe
‘uoijeald ayj Joj dwels awiyslep pue aweusasn ay} apnjoul jey; sjiel} Ipny

‘pautejurew si Ayjenb ejyep ainsua o0} Ajueinbas paxoayo buiaq indul
ejep pue o|geljas pue ajeindoe ‘e)e|dwod si ndul eyep jey} ainsus o} ade|d
ul Buiaq sjoJjuod jndul elep 0} uolje[al Ul pasiel OS|e 9J9M SUOIJBPUSILIOIDY

‘pauleyqo buiaq
s$s900e WalsAs 0} Joud Junodoe By} ajqeus-al 0} Jojessiuiwupy WalsAS ay)
Bulinbai ‘pajolysal ase sydwape uobo| |njssadonsun pue siseq Jeinbal e uo
palojiuow @ palodal ale suole|oln AJInoas ‘pajuswaldwi aJe S|0JjJuU0d SSadoe
[eaibo| Buouss ‘sjenpiaipul paweu 0} paubisse ale sjunodde Jasn ‘Jauuew
Ajdwi} e ul wa)sAs piejody ay} WO} pajeAlloeap ale Sjunodoe ISABed| aINsud
0] sainpadold ysi|ge}se 0} apew 8JaM SUOIIBPUSWIWIOIDY - S|0JJUOY) SSBIY

‘wea | swabeuep |eluswyedsq ||
8y} yum peaalibe ||e alem UdIym suolepuswiwiodssl g apew uodal upny oy

‘louNo) 8y} JO 8jelo}dalI] 92IN0SaY
pue juswdojanag ay} ulypm pabeuew si pue |osjuo) Buipjing pue sabiey)
pueq ‘Buiuueld ‘yjesH |ejuswUOIIAUG SB Uyons sadlAles paseq Apadoid

3102 JBAOD ey} sajnpow pajelbajul Ajny jo ayns e jo sasudwod uoljeoldde upny

plejooy ay| -uoneolddy plejooy 8yl jo juswabeuew 8y} Joy aoed ul 6002 uonesiddy

|enueisgng ajelapoly | Ind sey [19uno0D 8y} Jey) S|04u0d ayj Ajjusapl 0} sem Jipne siyj Jo aA1303lqo ay | Aep plejooy
EICR 92IAI3S Jodoy

aouelnssy JO 9jeag sBulpul4 / sjusawwo) | jo ajeq oML

¢ XIANAddV

Page 108



194

"S90IN0S9Y pESH SOIAISS pue S90IAISS
10BJJUOD JO peaH 8y} Yym paaibe alem suoljepuswiwodal pue sbuipul |y

‘Apdwoud palanodal aq 0} papasu Yz | F dwWos 0}
Bujunowe sjelo0aliq D7D 9yl woly swodul Buipueisino ay} jey) pauodal
SABY OM ‘JOASMOH "SPaau Sa2IAISS 3y} 0} palojie} ajou aduepinb ainpaosoud
leuonelsado ue yum popinoid pue Buluiely ajqeuns usAlb ale awooul
JO UOI109||00 By} Ul PaAJOAUl SIS210 djqisuodsal jey} ainsua o0} ssaiboud
Ul SI YIOM Jayund “YIOM Jpny [eulbuo 8yl ul paljuapl Sassauyeam
ay} bBuissaippe ul saoineg Joesjuo) Aq spew usaq pey ssalboud
poob jey; pamoys mainal InQ “pajuswaldwi usaqg pey ¢ podal jeulblo

upne dn mojjo4

9y} Ulyum spew suoljepuswwiodal G| JO N0 }eyl pamoys malral InQ Buueyed
'8002Z JoqWIBAON Ul JNO paled jipne ||n} 8y} o0} pne dn mojjo) e sem siy| | 6002 SIejIS\\
|[euelsqns | 9jelapoln Aepy
Joday
[oA®T 92IAIBS sBuipui4 / sjuswwo) | 40
aouelnssy | jo 9jess ajeq T

¢ XIANAddV

Page 109



144

wieay ol|gnd — pesH 80IAI8S 8y} Yum paaibe atem sbulpuly ||y

'600¢ 1°equiede(g
ul uayeuapun Buiagq dn mojjo4 puodas e 0} Joalgns ‘Jpne siyj} 0} |eljuelsqng
JO |9A8] @oueINSSE UB paubisse aney am ‘Siy} JO M3IA U| “SuOljepuswiwodsl

asay} ssaibouid 0} 1921J0 pajesipap e jo Juswiuiodde jueynsal ay}

pue ‘600z Jagqwaldag 10j pasodoid Buiag mou mainay a2IAI8S Jodsuel |
3y} 0} anp pakejap usaq pey suoljepuswwodal ¢ Bululewsal ay ‘Hun
S92IAI8G podsuel ] ay) Ag pue sadIAag s .ualp|iy) Ag yjoq pajusws|dui
uaaq pey suoljepuawwodal snoinaid G ay} JO Z ey} pamoys MalAal INnQO
"800 JoqWIBAON Ul JNO palled Jpne [N} 8y} 0} Jipne dn Mo||0) e Sem SIY|

JIpne dn mojjo4

SpasN
|euonjeonp3
|eroadg

Upm sjuspnis
Joj podsuels |

|[eueisqng | Sjelapon |00YOS 0} SWOH
Joday
|9AdT] CRIVVETS Jo
aoueinssy Jo 9|esg sBuipul4 / sjuswwo) | ajeq a1l

¢ XIANAddV

Page 110



97

"$90IAI9G S,UaIp|IyD JO 10108l Sy} PUB SIOUISAOS) JO Jley) ay} 0} pauodal
pue Jayoes| pesH 8yl Yyum paalbe alem suolepuswwosal pue sbuipuly ||y

‘sIy} panoidde pue pamainal pey Apog Buluianos) ayj jeyy

90UBPINS OU Sem alay} Aoljod Aed e pajeinwiio) sey |ooyos ay} IS|IUM  ®
"siapJo [eoiyo Buinssi 1oy s|qisuodsal si oym Jabeuey ssauisng

ay} buissed-Aq yels jo siaquaw Aq paodejd SIapiO SWOS ale aiay| e

:MO|2q paslielwns aJe sanss| ulew ay | "uoljepuswwodal | Ajuoud
auo Buipnjoul Jpne 8y} JO }nNsal B Se apew alem suoljepuawiwodal Jybig

'wQ'z3 sl 196pnqg 60/8002
S,J00YDS 8y| |ooyos 8yl Jo slieye Buuoyuow [elouUBUL pue uolelsiulpe

8U} JSAO S|OJJUOD  BAloaye pue olenbepe peajuswseldwi eAey Apog 6002 |ooyos

|enueysqng a1elapo Buiuianog) ay) pue Jayoes| pesH 8y} ley) ainsus o} paubisep sem jipne ay | aunp uosuop uag
[oADT 99IAI0G yoday

aoueinssy Jo oJeog sBuipul4 / sjuswiwio) | Jo ajeq apIL

¢ XIANAddV

Page 111



%

S92IAISS S,UaIp|IYyD JO J0JoalIg 8y} PUE SIOUISA0L) JO Jiey) 8y} 0} pauodal
pue Jayoes| pesH 8yl Yyum peaaibe alem suolepuswwoosal pue sbuipuly ||y

‘a)enbapeul g 0} punoy a1em sqno
3w} ea} pue jsepjealq Joj sainpadold UOI}09||00 BWOUI S|00YdS Y| e
‘Apadoud jooyos uo yseos jo
sjunowe abie| Buiney ul pajnsal yoiym Jauuew Aj@wi} e Ul usyeuspun
sfemje Jou sem Sjun0d2E Mueq |00YdS a8y} Ojul dwodul Jo Bupjueq
1By} paysiige}se sem )i ‘JOASMOH °JUNOOOE JuawasINgsip S,|00yos
3y} JOJUOW pue |0JJUOD O} paysl|ge}sd Usd(q SABY S|0JUOD punos e
“MO|3q pasliewwns aJe sanss| ulew ay |

"|looyos 8y} Jo sileye BuLojuUOW [elouBUly pUe Uoljelsiuiwpe |[ooyos Arewd

8U} JOAO S|OJJUOD  BAloaye pue olenbepe pejusws|dwi eAey Apog 6002 ybnoung

|enuelsqng ajelapo\ Buiuianos) ay) pue Jayoes ] pesH 8yl Jeyl ainsusa 0} paubisap sem jipne ay| aunp wellIipy IS
[oADT] 99IAI0g yoday

aoueinssy Jo ojeog sBuipuiq / sjuswwio) | jo ajeq apIL

¢ XIANAddV

Page 112



Ly

"$90IAI9G S,UaIp|IYD JO 10108l SY) PUB SIOUISAOS) JO Jley) ayj 0} pauodal
pue Jayoes| pesH 8yl Yyum peaalbe alem suolepuswwoosal pue sbuipuly ||y

‘'swiayl Alojuaaul

JO X23yod |enuue ue Bupyepspun jou AQ pausyeam S| |0JjU0D oSSy e
aoueles|d gyn buinieodal

0} Joud |ooyds a8y} ul }Jom papels Apealie pey Joquiawl Jels Mau Yy e

:MOj2q pasliewwns aje sanss! ulew ay |

"|looyos 8y} JO Slieye Bulojuow |eioueuly pue uoljelsiuiwpe

8U} JSAO S|OJJUOD BAloaye pue olenbepe pejuswsedwi eAey Apog 6002 | |00YoS jueyu|

|enueysqng a1elapo\ Buiuianog) ay) pue Jayoes| peaH 8y} ley) ainsus o} paubisap sem jipne ay | Ane | Agles yieqezig
[oADT] 99IAI0g yoday

aoueinssy Jo ojeog sBuipul4 / sjuswiwio) | Jo ajeq apIL

¢ XIANAddV

Page 113



8y

"$90IN0SaY
— pesH 90IA8S 8y} yum pealbe aiem suoljepuswiwooal pue sbuipuly ||y

‘paap pue puoq oesjuod ay} bunoss pue
Buijodal 1500 ul sassauyeam pajybiybiy mainal ay) ‘JanamoH ‘suoiejnboy
uswabeuey pue ubisag uonoNIISUOD YIIM SOUBPIOIDE Ul SI9M Sjudwalinbal
Ajojes 9 yyesH "wns JIspud} 8y} JO 9%(0L UIYIM Sem 3jewi}ss Joeljuod
3y] ‘punos aiom suoljeuen Buljjonuod pue syjuswAed Bupjew ‘swwelboid
syiom ay} Buibeuew ‘syiom Buunooid oy aoeld ul S|0JJU0D By} Ajleisus

‘2IN23s pue punos aJe }oeljuod ay} Joj sswwelbolid yiom pue
1500 Bulojuow 1o} pue ‘swiejd Buienieas pue BuinieOal 10 (SI9PJO UOIelIEeA
Buinssi pue Buljjoiuod Joy ‘sjuswAed wusjul Buyew 1oy aoce|d ul swa)sAs

Hpny joejuo)
Ny

3y} ley} Juswabeuew ainsse 0} Sem lJipne JOeBJUOD SIY} JO BA10alqo ay| 6002
[enueisqng M00S3 aunr | |ooydg Jsule
YR CRIVETS Joday
aoueinssy Jo 9|esg sBulpul4 / sjusawwo) | jo ajeq oL

¢ XIANAddV

Page 114



Audit Plan 2009/10

Work in progress

APPENDIX 3

Audit Activity

Audit status

Corporate Systems and Council-wide
Reviews

Procurement of Mobile Phones Draft Report
BV Performance Indicators Draft Report
Management of Climate Change Audit brief
Council Wide Debt Management Audit brief
Assistant Chief Executive’s

Charges of Property Draft report
Legal Services Planning Meetings Draft Report
Communication Strategy - FU Draft report
Children’s, Schools and Families

Child Protection Field work
Social Care Commissioning Exit meeting
Management and control of surplus balances Field work
CLC

Qontrol and Monitoring of on-street parking Draft Report
income

Management and control of Blue Badges Draft Report
systems audit

Waste Disposal — Contract Monitoring FU Draft Report
Household Recycling Contract Monitoring Exit meeting
Management of Highways Programme Field work
Governance of Local Strategic Partnership Field work
Development and Renewal

S 106 planning obligations — FU Field work
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APPENDIX 3

Audit Activity Audit status
Il\:/ISnagement of Commercial Property portfolio - Draft Report
Client Monitoring of THH Draft Report
Tower Hamlets Homes

Major Works Draft report
Management of Voids - FU Draft report
Kerry House — Central Heating works, Current Draft report
Contract Audit

Gas repairs and maintenance — FU audit Draft Report
RTB - FU audit Field work
Grounds Maintenance — Contract Monitoring FU | Field work
Installation of Aerials — Contract Audit Field work
Unauthorised Occupants Field Works
Financial Systems Field work
Adult, Health and Wellbeing

Income control and monitoring Draft report
Resources

Parking permits Draft report
Control and use of minicabs by staff Field work
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Agenda ltem 73

COMMITTEE DATE CLASSIFICATION REPORT AGENDA NO.
NO.
AUDIT COMMITTEE | 29" September Unrestricted
2009
REPORT OF: TITLE:

CORPORATE DIRECTOR, RESOURCES Revised Statement of Accounts 2008-09

ORIGINATING OFFICER(S):
Gary Moss — Interim Chief Accountant
Alan Finch — Service Head, Corporate Finance

Ward(s) affected: N/A

1.  SUMMARY

1.1 This report presents amendments to the Authority’s draft Statement of
Accounts for the financial year ended 31% March 2009, following audit.

2. RECOMMENDATIONS

2.1 Audit Committee is recommended to note the amendments to the draft
Statement of Accounts previously approved, and the revised Statement
of Accounts presented.

3. BACKGROUND

3.1  The Committee approved the draft Statement of Accounts on 29" June
2009, subject to audit.

3.2 Legislation requires that any material amendment to the approved draft
Statement of Accounts must be reported to the Committee as soon as
reasonably practical.

4. AMENDMENTS TO THE DRAFT STATEMENT OF ACCOUNTS

4.1  Although there have only been three material amendments to the draft
Statement of Accounts since Committee approval, the opportunity has
been taken to revise the Statement of Accounts to reflect other
changes agreed with the auditors. These include some presentational
issues and additional disclosures, by way of notes, in the Pension Fund
accounts.

4.2 It should be noted that all of the amendments are of a technical nature
and that none of the amendments affect the Council’s financial position
nor its financial plans. The amendment to the Pension Fund accounts
does not affect the assets nor liabilities of the fund.

report format Page 1 1 7



4.3 A schedule of the significant amendments is attached to the report as
Appendix 1 (to follow). A revised Statement of Accounts is attached as
Appendix 2 (to follow).

5. COMMENTS OF THE CHIEF FINANCIAL OFFICER

5.1  The comments of the Chief Financial Officer are incorporated within
this report of which he is the author.

6. CONCURRENT REPORT OF THE ASSISTANT CHIEF
EXECUTIVE (LEGAL SERVICES)

6.1 The Committee is asked to note changes made to the statement of
accounts.

6.2 The Council is required under the Accounts and Audit Regulations
2003 to prepare a statement of accounts.

6.3  Where any material amendment is made to the statement of accounts,
the responsible financial officer is required, as soon as reasonably
practical, to report such amendment to the Committee which approved
the accounts. This is the function of the Audit Committee under the
Council’s Constitution.

7. ONE TOWER HAMLETS

7.1 The Statement of Accounts is a single statement of the financial
position of the whole Council which is potentially of interest to all
individuals and organisations which have dealings with the Council.

7.2  The statements are published on the Council’'s website both in draft
and in audited form. Interested parties had the right to inspect the
accounts during the audit and local electors the right to submit
questions to the auditor. Details of these rights are published in local
newspapers at appropriate stages.

8. RISK MANAGEMENT IMPLICATIONS
8.1  There are no specific risk management implications.
9. SUSTAINABLE ACTION FOR A GREENER ENVIRONMENT
9.1 There are no SAGE implications arising out of this report.
10. ANTI-POVERTY CONSIDERATIONS
10.1 There are no specific anti-poverty implications arising out of this report.
11. APPENDICES
11.1 Appendix 1 — Schedule of amendments to the draft Statement of

Accounts.
11.2 Appendix 2 — Revised Statement of Accounts
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LOCAL GOVERNMENT ACT, 1972 SECTION 100D (AS AMENDED)
LIST OF "BACKGROUND PAPERS" USED IN THE PREPARATION OF THIS REPORT

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

Closure of Accounts working papers Gary Moss Ext. 4223

Accounts & Audit Regulations 2003 as

amended Gary Moss Ext. 4223

Capital working papers Ekbal Hussain Ext. 4737
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Agenda ltem 75

REPORT TO:

Audit Committee | 29 June 2009

DATE CLASSIFICATION REPORT NO. | AGENDA NO.

REPORT OF:

Corporate Director, Resources Annual Fraud Report 2008/09

ORIGINATING OFFICER(S):

Service Head Risk Management

Ward(s) Affected: N/A

1. Introduction

1.1

This report provides the Audit Committee with the results of
reactive and Anti Fraud work undertaken during 2008/09.

1.2 It provides a corporate perspective on the results of the work of
Audit Services as well as that of the Housing Benefit Investigations
Team and the Parking Service.
2, Recommendations
2.1 The Audit Committee is asked to note this report.

3. Background

3.1

3.2

This report provides Audit Committee with a summary of work on
sensitive and reactive enquiries undertaken during 2008/09. It
includes an overview of the results of the investigations carried out
by Housing Benefits Investigations and the Parking Service.

The following chart shows the resources expressed as full time

equivalent (FTE) posts of the key services included within this
report.
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Service FTE Role

e Head of Audit Services

Risk 2 e NFI Co-ordinator and Corporate
Management Fraud Manager
0.1 ¢ Fraud Assistant “bought in” resource

e Fraud Manager

e Team Leaders

Central
Benefits 8 ¢ Investigation Officers
Fraud Team ¢ Intelligence Officer
1-2 e Admin Support
Parking 2 e Parking Fraud Investigation Officers
Services

3.3 A detailed analysis of the results of the anti fraud and reactive work
carried out by the Audit service is attached as Appendix A.

Key matters arising from the Audit Service Outturn for 2008-09

41  There has been one substantial inquiry which has involved close
working between the relevant Directorate, Audit Services, the
Police and Legal Services. The matter arose from an internal
referral.

4.2 The resultant investigation has covered an extensive range of
systems and processes and has required substantial staff
resources to finalise all of the issues relating to potential
criminality. The matter has been referred to the Metropolitan Police
and an arrest will be made shortly. Further reports on this matter
will be presented to the Audit Committee as the case goes forward
as will the outcomes of the improvement to the control
environment.

4.3  Audit Services has also worked closely with the Corporate Property
Services division of the Development and Renewal directorate on a
number of matters including Asset Disposals, a financial review of
charging and rental review of a number of sites within the borough
and a financial review of Property Management arrangements for
one of our centres. This last matter has been undertaken in close
liaison with the Assistant Chief Executive (Legal Services).

4.3 The Audit Service has also provided support to Directorates upon

request. This included an ongoing review of the SX3 system,
Cheque formats for a number of Schools within the borough and
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4.4

4.5

4.6

47

further investigative work on a number of identified abuses of our
Corporate Purchase Card system.

We have continued to work closely with the Councils Legal Service
on a number of matters including Right to Buy valuations,
employment law matters and governance matters including Money
Laundering issues, Data Protection and the Parking Service with
regard to Blue Badge irregularity and worked corporately where
instances of Blue Badge irregularity has involved members of staff.

We have challenged and enhanced the Anti- fraud and Corruption
Strategy to ensure it reflects current best practice. A separate
report on this and the CIPFA publication “Managing the Risk of
Fraud- Actions to counter Fraud and Corruption- Red Book 2” can
be found elsewhere in the agenda.

We have organised and run several training sessions with staff on
Risk Management and the Anti Fraud and Corruption Strategy as
part of our proactive initiatives and more are planned for this
financial year.

Appendix B attached is a summary of the results and value of anti
fraud work carried out in 2008/09 and in including some findings for
the NF12007/08.

The National Fraud Initiative (NFI)

5.1

5.2

5.3

5.4

The National Fraud Initiative (NFI) data matching exercise has
continued to be supported. The Audit Commission manage this
under their powers in the Audit Commission Act 1998.

The NFI is managed and co-ordinated by the Audit Service with
joint working and protocols with all the key services including
Central Benefits Investigations Team, Payroll, Pensions, Rents
and Right-to-Buy services to examine, refine and investigate the
data matches.

For this exercise there were also formal joint working
arrangements in place between the Central Benefits Team and the
local fraud team from the Department of Works and Pensions
(DWP) to work on cases which affected both Housing and Council
Tax benefits along with the DWP benefits.

The work on the NFI is largely finalised with all reports having
been examined and refined. Investigations have also been
generally completed although there are still some investigations in
progress.
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5.5

5.6

5.7

The Audit service has undertaken detailed reviews of all subject
areas to ensure the final out turn for the exercise is robust and
evidenced based.

The following is a summary of the results of the LBTH outcome
from the NFI work -

» £432,143.36 has been identified as overpayment/loss and is in
the process of recovery. This includes the following break
down:-

» £50,391 in Housing Benefit / Council Tax overpayments.

» £31,546.67 representing 16 deceased pensioners

= £232,604 representing 1298 cases of Council Tax Single
Person Discount

» 2 Housing properties were recovered.

» 2 Staff members left the Councils employment following the NFI
probity checks

In addition to the above there were

» Fifteen employees who have left the Councils employment
following investigative work

6. Other Audit Activity

6.1

The following work areas have been undertaken, during 2008/09
by the Audit Service:-

* On-going liaison and support to corporate and departmental
personnel;

» Proactive joint working with other Local Authorities, the Police,
the DWP and other government Agencies; and

* Training and Development via the Public Sector Partnership
with the Metropolitan Police.

7. Fraud Response Plan including Whistle-Blowing

7.1

7.2

The Audit Committee received a report at the June 2008 meeting,
proposing a number of minor enhancements to the existing Anti-
fraud and Corruption Strategy following a review undertaken by the
former Chief Legal Officer of the Council.

Following endorsement by the Audit Committee the Anti- fraud and

Corruption Strategy was updated and placed on the new Council
Internet.
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7.3  As identified in paragraph 4.6 we have had an independent review
undertaken of the Councils arrangements for the prevention and
detection of Fraud and Corruption to assess our compliance with
the new CIPFA publication “Managing the Risk of Fraud- Actions to
counter Fraud and Corruption- Red Book 2.

7.4  The resultant findings will be implemented following endorsement
by the Audit Committee.

8. Housing Benefits Investigation Service

8.1  The Housing Benefits Investigation Service is responsible for the
reactive and proactive management and investigation of Local
Government benefit fraud, including:-

» Benefits Whistle-blowing hotline;

= |nternal Referrals;

» External Referrals (Agencies and public);

» Joint working with Department of Work and Pensions
(DWP);and

» Data matching referrals (NFI and Housing Benefit Matching
Service output from DWP);

8.2  During 2008/09 the Service has had the following successes and
has been evidenced as one of the most successful of London
Boroughs with:-
= 170 cases being dealt with;
= 29 convictions at court;
= 70 cautions (i.e. proven cases of fraud, whereby the amount

was small or where there were mitigating circumstances to
avoid prosecution);
= 71 Administrative Penalties; and
» Total Housing and Council Tax overpayments that represent
the 170 cases equates to £509,344.25.
9. Parking Services
9.1  The Parking Service investigations have resulted in seventeen

parking fraud cases.
Of these:-

» 13 cases resulted in convictions with fines amounting to £4,770
and costs in the sum of £2,675 - both of which were awarded to
the Council;

= One case was disposed of via the application of a Caution.
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10.

11.

12.

13.

14

» Three cases were withdrawn following representation on the
grounds that there was no longer an economic prospect of
conviction.

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
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Agenda ltem 76

REPORT TO:

Audit Committee | 29 June 2009

DATE CLASSIFICATION REPORT NO. | AGENDA NO.

REPORT OF:

Corporate Director, Resources Anti Fraud and Corruption

ORIGINATING OFFICER(S):

Service Head Risk Management Ward(s) Affected: N/A

Strategy - Red Book 2

1. Summary

1.1

1.2

1.3

This report provides the Audit Committee with an update on the
results of an independent review of the Councils Anti Fraud and
Corruption Strategy as set against the CIPFA publication “
Managing the Risk of Fraud — Actions to Counter the Risk of
Fraud- Red Book 2”, which was issued in October 2008 and serves
as best practice.

The report also provides a corporate perspective on the
effectiveness of the strategy and highlights existing areas of good
practice with some areas for further enhancement to ensure that
we continue to meet the new and enhanced requirements.

A further report on the implementation of the recommendations of
the report will be presented to the Audit Committee in due course.

2. Recommendations

21

The Audit Committee is asked to note this report.

3. Introduction

3.1

As part of our ongoing efforts to ensure the strategy and systems in
place within the Council remain relevant and meets best practice
the Anti Fraud and Corruption Strategy as well as a range of other
procedures and practices within the Council including Prosecutions
Policy, Joint Working etc. have been the subject of an independent
review.
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3.2

3.3

3.3.1

332

3.3.3

3.34

3.3.5

3.4

The review was undertaken by the former Head of Legal Services
and evaluated the existing strategy and arrangements against the
following five key tests. These are further broken down into a
number of additional key questions which seek to evidence the
effectiveness of the Councils overall Governance arrangements.

The key tests were:-
Adopting the right strategy

“Does the organisation have a counter fraud and corruption
strategy that can be clearly linked to the Effective policies and
procedures in relation to identifying, reporting and investigating
suspected fraudulent/corrupt activity are in place.”

Measuring Fraud and Corruption Losses

“Are fraud and corruption risks considered as part of the
organisation’s strategic risk management arrangements.”

Creating and Maintaining a strong structure

‘Do those tasked with countering fraud and corruption have the
appropriate authority needed to pursue their remit effectively,
linked to the organisation’s counter fraud and corruption strategy.”

Taking action to tackle the problem

“Is the organisation undertaking the full range of necessary action.”

Defining Success

“Relevant officers and Committees are made aware of
investigations which may effect their’

The methodology used to undertake this review was to examine
the available evidence against each of these tests and develop
recommendations to ensure we meet best practice where this was
considered necessary.
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3.5

The Red Book 2 requirements form part of the new Comprehensive
Area Assessment testing under the Key Lines of Enquiry sections
2.3 and 2.4 The questions they cover are:-

o Does the organisation promote and demonstrate the
principles and values of good governance?

o Does the organisation manage its risks and maintain a
sound system of internal control

Key Findings

41

4.2

4.3

4.4

4.5

4.6

The review found that against each of the tests undertaken, the
Council's arrangements were generally good with most points
either fully or partially met.

Some of the questions require further development to meet full
compliance and where this has been found there are suggestions
to enhance the arrangements further.

The Organisation does not have formal links between a range of
anti fraud activity. There are informal links in place but we need to
consider a more “joined-up” approach.

The review looked primarily at the corporate anti fraud
arrangements and not the other Services. A further review of the
anti fraud arrangements of other Council Services needs to be
undertaken.

The level of resource required at the Corporate level is increasing,
this is being reviewed in light of this report.

The findings arising from this review are summarised under the
relevant key control Objective included within Appendix A.

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

7.2

There are no specific one Tower Hamlets considerations.

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

Minesh Jani, 0738
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Agenda ltem 77

COMMITTEE: DATE: CLASSIFICATION:| REPORT NO.| AGENDA NO.
Audit 29" September 2009 | Unrestricted

Committee

REPORT OF: TITLE:

Treasury Activity for Period

Corporate Director of Resources . st
Ending 31> May 2009

ORIGINATING OFFICER(S):

Alan Finch Ward(s) affected:
N/A

1. SUMMARY

1.1 The Audit Commission have issued a report on Local Authorities
investments in Icelandic Banks and made a number of recommendations to
prevent a recurrence of the situation.

1.2  This Council did not at any time have any direct exposure to Icelandic
Banks and a high proportion of the recommendations which principally
relate to ensuring that existing best practices are applied are not relevant
for this Council.

1.3 The report does however recommend that elected Members should be
involved in the risk assessment process, to scrutinise the treasury policy
and to receive regular updates on the risk profile of the treasury portfolio.

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

RECOMMENDATIONS

2.1 Members are recommended to note the contents of this report.
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3.2

3.3

3.4

4.2

4.3

4.4

BACKGROUND

The Audit Commission have issued a report on Local Authorities
investments in Icelandic Banks which makes a number of recommendations
to prevent a recurrence.

The recommendations principally relate to ensuring that existing best
practice is adhered to and this Council already complies with the majority of
these.

The Commission have however recommended a strengthening of the
reporting arrangements for elected members and in particular the need for
them to be involved in the risk assessment process, to scrutinise the
treasury policy and to receive regular updates on the risk profile of the
treasury portfolio.

This report addresses these issues and details the current credit criteria
adopted by the Corporate Director of Resources, the investment strategy for
the current financial year and the projected investment returns.

THE AUDIT COMMISSION REPORT

The Audit Commission have issued a report on the investments by English
local authorities in failed Icelandic banks.

The report indicated that 127 Councils had deposits in failed Icelandic
banks with a total value of £954 million. In addition there were a number of
other public sector bodies which had exposure to the failed banks.

The Commission concluded that the situation had a number of implications
for the participants in Councils treasury activities which may be summarised
as follows:

¢ Central Government: Provide a secure deposit facility for public bodies
and review the provisions relating to early repayment of debt.

e The Chartered Institute of Public Finance and Accountancy
(CIPFA): revise and strengthen the Code of Practice on Treasury
Management to address the Icelandic situation and develop training
and information sharing for Councils.

e Local Authorities: Set explicit risk parameters for treasury policy,
establish adequate monitoring arrangements to involve elected
members in risk assessment, ensure members and officers receive
appropriate training and that treasury is adequately resourced, consider
shared services for treasury activities, control external advisors and use
the fullest range of information when depositing funds.

e Audit Commission: Work with CIPFA to strengthen treasury control
framework and follow up report as part of use of resources work for
2008/09 and future years.

A preliminary assessment of the implications of the immediate proposals for
this Council are that they have Ilimited applicability apart from
recommendation to involve Members directly in risk assessment. This is
however subject to any detailed proposals resulting from the CIPFA review
of the Treasury Code of Practice.
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4.5

4.6

4.7

5.1

6.2

Currently member involvement in the treasury process is limited to
approving the statutory Investment Strategy as part of the annual budget
setting process and considering the treasury outturn report at the end of the
financial year.

To comply with the Audit Commission proposals it is necessary to provide a
regular monitoring report which “ensures that treasury management policies
follow the revised CIPFA code of practice, are scrutinised in detail by a
specialist committee, usually the audit committee and are monitored
regularly”.

CIPFA and the Audit Commission have not yet completed the review of the
Treasury Code and proposals for the format of the monitoring report may
emanate from this exercise. Any such proposals will be incorporated into
subsequent reports.

TREASURY ACTIVITY FOR PERIOD 13T APRIL to 315T MAY
20009.

This section of the report sets out:

o The current credit criteria being operated by the Council.

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

] The transactions undertaken in the period and the investment
portfolio outstanding as at 31°' May 2009.

CREDIT CRITERIA

The credit criteria for investment counterparties were established by the
Council in February 2009 as part of the budget setting exercise.

Table 1: Credit Rating Reguirements

Crverseas
UL Ingtituions [ Instituions|Institutions
Up to £25 Up to £10 Up to £10
killion Million rnillion
Shaort term F1+ F1+ F1+
Long term Ah- Ah- Ah-
Individual =] B LB
Suppart 2 3 2

In response to the current instability in capital markets and the banking
sector the Corporate Director of Resources has restricted the approved
investment list to institutions which have guaranteed support from
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6.3

7.2

7.3

7.4

national governments who are assessed by the rating agencies as
having the financial capacity to provide such support.

Table 2 Lending List

Active
Country of in

Institution Incorporation  Market
Australia and Mew Zealand Banking Group Ltd  Australia Y
Commonwealth Eank of Australia Australia M
Mational Australia Banl Ltd Alstralia N
YWestpac Banking Corporation Australia 4
Dexia Bank Belgium Eelgium Y
Owersea-Chinese Banking Corporation Ltd China 4
Linited Cwerseas Banl Ltd China N
DES Bank Ltd Singapore M
Abbey Mational ple LIk Y
EBank of Scotland plc LIk Y
Earclays Bank plc LIk Y
HSEC Bank plc LIk Y
Llowds TSE Bank plc LIk Y
Mational Vaestinster Banl LIk Y
MNationwide BS LIk Y
Foyal Bank of Scotland LIk Y

A number of governments had introduced similar measures notably Ireland
but the rating agencies are not satisfied that the national government has

the financial capacity to provide the necessary support.

INVESTMENT STRATEGY

Sector were appointed on a trial basis in February 2009 to provide a
Cash Management Service for the Council. This encompassed
developing and implementing an investment strategy within risk
parameters specified by the Council and negotiating terms with
counterparties for the short term deposits of funds.

These functions were previously undertaken in-house but the
Corporate Director of Resources considered it to be appropriate to trial
external provision for the following reasons:

o To determine if there was scope to obtain higher returns on cash
balances without increasing the associated risk.

° To establish if the information flows on credit risk improve as a
result of Sectors higher level of involvement in the market.

o To provide a more structured approach to treasury strategy band
risk assessment.

o To achieve efficiency savings.

It should be emphasised that the Council retains control of the credit
criteria and the investments. Sector’s role is purely advisory.

Sector’s interest rate projections are that base rate will remain static at
0.5% for the current financial year with no movement in rates until an
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7.5

7.6

7.7

increase of 0.5% in September 2010. Against this macro-economic
perspective Sector have developed a strategy which delivers enhanced
performance through maximising the investment term of the portfolio.
This will enable the portfolio to obtain exposure to the higher rates
associated with investment in the longer terms. Restricting the
maximum term to one year will also enable investments to mature
before the anticipated increase in rates in 2010.

Sector have calculated that the Council on the basis of cashflow
projections will have an effective investment balance of £100million for
2009/10. The investment strategy within the constraints of the Councils
credit criteria and liquidity requirement is as set out below.

Table 3 Investment Strategy

Praojection Actual Deal
Term Amourit Rate A mourit Rate
£ % [Counterparty Maturity Date £h %
Crvernight 15 0.75% Ahbey National plc Call 10
Mational Australia Bank Lid Call 5
Allignce & Leicester Call 10
Bank of Scotland plc Call 5
1 month a8 070%
2 marths 10 1.30% Dexia Bank Belgium - London Branch 15 Jul 2009 10 1.10%
3 Months 30 1.30% The Royal Bank of Scotland PLC 15 Jul 2009 10 1.40%
Mationwide 21 &g 2009 10 1.30%
Dexia Bank Belgium - London Branch 27 Jul 2008 10 1.40%
£ Months 5 1E0%
9 Months 10 1.70% Barclays Bank PLC 11 Feb 2010 5 1.80%
12 Morths 25 2.00% Barclays Bank PLC 27 &pr 200 10 2.15%
Cater Lllen (Abbey) 14 May 2010 5 3.00%
£100 £40

The full implementation of the strategy will be determined by the
Council’s actual cash profile during the year and Sector's assessment
of when the market is offering the best returns for term deposits. This is
exemplified by the current £10M difference between the projected
effective investment balance and actual and the high level of funds held
on call pending term investment.

The deals effected in the period are as set out in appendix 1. These
comply with the counterparty credit criteria as set out in table 1. The
actual deals include deals effected in periods prior to the introduction of
the revised criteria.
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7.8 The Council's bankers the Co-operative Bank plc are used as
depositors of the last resort for investment of additional funds received
after the treasury transactions have been completed and the money
markets closed. The alternative would be to have the funds effectively
deposited with the Co-operative Bank but with nil interest.

8. COMMENTS OF THE CHIEF FINANCIAL OFFICER

8.1. The comments of the Corporate Director Resources have been
incorporated into the report.

9. CONCURRENT REPORT OF THE ASSISTANT CHIEF
EXECUTIVE (LEGAL)
9.1  The Committee is asked to note the information in the report concerning the

Councils treasury transactions undertaken by the Corporate Director of
resources under delegated powers.

10. ONE TOWER HAMLETS CONSIDERATIONS

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

12. SUSTAINABLE ACTION FOR A GREENER
ENVIRONMENT

12.1  There are no Sustainable Action for A Greener Environment implications.

13. RISK MANAGEMENT IMPLICATIONS

13.1 Any form of investment inevitably involves a degree of risk.

13.2 To minimise risk the Investment Panel attempts to achieve a diversified
portfolio. This diversification relates to both asset classes and management
styles.

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

Brief description of "background papers"” Name and telephone number of holder
And address where open to inspection
Directorate Submissions lan Talbot Ext. 4733

Mulberry Place, 4" Floor.
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Appendix 1: Investment Transactions

Australia and Mew Zealand Banking Group Ltd
Commaonwealth Bank of Australia
Mational Australia Bank Ltd

Westpac Banking Corporation

Alliance & Leicester

Abbey Mational plc

Bank of Scotland plc

Barclays Bank plc

HSBC Bank ple

Lloyds TSE Bank plc

Mational Westinster Bank

Royal Bank of Scotland

MNationwide

DBES Bank Ltd

Owersea-Chinese Banking Corporation Ltd
LInited Cwverseas Bank Lid

Dexia Bank Belgiurm - Londaon Branch
Co-Operative Bank

Cater Allen (Abbey)

Investments Investments
made before Raised Realised Dutsanding
1 Apr 2009 31 hlay 2009
EM £M EM £M
12 G5 73 4
] 10 5 10
25 -15 10
17 G0 71 5
15 15
10 10
] 35 -30 10
10 G5 -55 20
1 -1
5 5
£74 £266 -£250 £90
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