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

1. Summary

1.1

1.2

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).

The report concludes that the Council has an effective system of internal
control which was in operation throughout 2009/10. 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.



3.2

This report is set out as follows:

Opinion and basis of opinion

Summary of audit work undertaken in 2009/10

Appendix 1 - Audit Resources

Appendix 2 - Summaries of reports not previously reported.
Summaries of all audit reports are submitted to the Audit Committee.
Appendix 3 — List of audits undertaken in 2009/10

Appendix 4 — Summary Head of Audit Opinion

Appendix 5 — Detailed Head of Audit Opinion

Appendix 6 — Peer review and benchmarking club.

Statement of Responsibility
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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.

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 2009/10. The basis for this opinion is set out below.

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
2009/10. 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.



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.

In 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 2009/10.
Details of the other sources of assurances and the assurances obtained
from the work of audit are attached at appendix 4.

Audit Resources
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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 5.3 days per person on average, compared to 6 days in
2008/09.

During the year, there was an emphasis on risk based audits, which
reflects the internal audit strategy in providing assurance to the Council
over its systems of internal control to manage risks. The level of computer
audit and contract audit has been maintained at a reasonable level
throughout the year.



Summary of Audit Work

8.1

8.2

8.3

8.4

8.5

A list of the audits undertaken in 2009/10 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
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 2009/10.

A summary of the audit assurance resulting from audit reports in 2009/10
is provided in the table below.

Assurance
Audits 09/10
Full Substantial Limited Nil
Extensive 0 42 10

()
%)
c
@©
& | Moderate 0 24 20 2
5
N

Low 0 1 1

Total 0 67 31 2

The table shows that of 100 systems audits, 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, although
this does not mean the systems were operating perfectly. 33% of systems
audited were rated as limited or nil assurance, and the remainder have
their assurance to be confirmed.

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.



8.6  From the Internal Audit work during 2009/10 financial year, we identified
risks in the Council’s systems for managing the climate change, managing
absences, managing the contract for household recycling, control,
monitoring of parking permits, planning of legal meetings and monitoring,
management of the Working Neighbourhood Fund and Network control.
Within Tower Hamlets Homes, risks were identified in the company’s
budgetary control systems, management of keys to void dwellings and
management of a specific capital contract. Action plans have been agreed
to address the key control 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 2009/10, 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 Committee. The performance
for 2009/10 is set out in the table below.

2009/10

Performance Measure Target Actual

Percentage of operational plan completed (to at least | 100% 100%
draft report stage) in the year

Percentage of priority 1 recommendations followed 100% 96%
up that have been implemented by 6 month review
date

Percentage of priority 2 recommendations followed 95% 82%
up that have been implemented by 6 month review
date

As at the 31% March 2010, 100% of the operational plan was completed in terms
of days used. A number of audits were still in progress, but have now been
completed/ or are awaiting management comment.



9.3

9.4

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, 96% of priority 1
recommendations had been implemented against a target of 100% and 82% of
priority 2 recommendations had been implemented against a target of 95%.
Corporate Directors are being regularly updated with the progress and
performance of follow up audits and 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
2009/10 will be submitted and key points will be reported to a future CMT and
Audit Committee.



Internal Audit — Resources 2009/10

Available audit days

Revised

APPENDIX 1

% Outturn %
Plan
In-house staff days 2,205 79% 2,105 73%
Deloitte / external 581 21% 756 27%
Gross days 2,786 100% 2,861 100%
less Leave 278 10% 275 10%
less Sickness absence 56 2% 48 2%
less Non Operational Time 223 8% 192 7%
Unproductive time 557 20% 515 19%
Net productive days 2,229 80% 2,346 81%
Internal Audit Budget 2009/10
Budget Actual Variance
£000 £000 £000
Salaries 559 554 (5)
Contract costs 213 213 0
Running costs 36 36 0
Central Recharges 115 115 0
Gross cost recharged 923 918 (5)



Internal Audit Reports 2009/10 — 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.



|00yog sjueju| UMOL HIGND | (4SD) Allwed pue s|ooyds ‘uaip|iyd ajelapo
suolisuad $92IN0SaYy SAISUB)X]
slojgaq S92JN0SaYy OAISUS)IXT]
Xe] |1ounod seoInosay SAISUB)IX]
HANN $92IN0SaYy SAISUB)X]
Npny Joenuo)
a.1ing j00yos Aepp s.|ned 1S — alning ayj 4oy} sjooyos buipjing | (4S9) Ajlwe4 pue sjooyos ‘ualpjiyd OAISUS)XT]
Jpne dn mojjo4 — 8|doad Buipoddng | (MHY) Buiag|isp pue yjesH ‘synpy SAISUB)IX]
(0710)
Ipny swiasAg josuo) Aleyebpng ainyno pue AyjesoT Ajunwwo) SAISUdIX]
upne dn mojj04 — HHL JO @2UBUIaA0D) (HHL) ssWoH s}o|weH Jamo | OAISUS)IXT] IVILNVLSENS
npny
JOBJUOD JuBLIND — SYIOAA UOIE||EISU| [BlIdY |eunwwo) JO Q) 8seyd (HHL) SsWoH s}o|weH Jamo | Mo
|ooyog Asepuodsg xiusoyd | (4S9) Ajlwed pue sjooyds ‘uaipiiyo a)esapo
looyog Arepuooag yyedio | (4SD) Allwed pue sjooyds ‘uaip|iyd a1eIopo
losuo) Aseyebpng HHL (HHL) sewoH sje|weH Jamo| SAISUS)XT a3aLinm
9 Jpny ajesojoallq | oouesyiubis | |9A9] 9oueINSSY

payiodal A|snoiAaid jou syiodad JIpNe 01/600¢ JO SeMewwng

¢ XIAN3ddV




01

'S80JN0SaYy
pue aouBUI{ 4O J0}0alIQ 8Y) YlIMm paalbe alem suonepuswiwosal pue sbuipul (v

‘Aue ajeledss e se Auedwod ay} ysinbunsip 03 sjuswabuelse Buidioaul jewioy ybnouyy
paje|nbal aq pjnoys yoiym ‘HHL pue H1g1 ussmiag ainjpuadxs pue swoodul BuLisrod
s|euinol Jo Jaquunu e a1am a1y ‘8|l Uuo uoneuswnoop Ag psuoddns sem [eunol
yoea pue |eulnol ay} jo asodind ayj Buiquosap aAieIIBU JUBIOIINS SEM B8y} ey}
ainsus 0} pauayibualls aq 0} papaau sjeulnol buinoidde pue 1no BuiAiies JsAo [03U0D) e

‘Jabpa |eisuag ay)

uo papeojdn usym pajioucoal A} aq ued sjebpng jey) Bulinsus ‘1IouNo) ay) pue HH1

Aq Jjo paubis pue paaibe a.e s}abpng ainny ||e jey} pue paroldul 8q pjnoys wo)sAs

79 8y} uo s}ebpng Buipeo) oy [1eJ} JIpne 8y} ey} PapUSWLILIODal dABY SN “puadsiono

196pnq Jo ysu ay}) Buiseasoul sainbly joallooul isuiebe pasojuow Buiaq sem syabpng

9107 U0 alnjipuadxa [enjoe ‘600z 1290100 |IuUN 1By} PaMOYS MaIASI INO “suondwnsse

Jesjoun pue saunbiy buoim jsuiebe pasojuow Buiaq syebpng Jo ysu sy} abeuew

0} panoidwi ag 0} papaau s}abpnqg pasiaal J0 SjuswaliA Jo sueaw Aq sainbly 106pnqg
leuiBLio 0} sjuswipuswe aroidde pue 3o8yo 0} Juswabeuel) JOIUSS oy Wa)SAs ay] e

"S8SED || Ul 2UOpP UBaq Jou pey siy} Ing ‘s1ebpng yelp yo-ubis o) palinbal aiem sispjoy
19bpng “pauswinoop Ajjew.os usaq jou aAey sainpasoid Burodal pue Buliojuow

196png Bunsixs ay) ‘JenamoH ‘syebpng psjebsjag pue 8109 yjog Jo} siapjoy 1ebpng 1PNy swalsAs
0} panssi sem asueping ‘Auedwod sy} Aq pabeuew s}obpng pue SaoIAISS UO MBIA
palepl|osuod e papinoid yoiym 3ooq 186png 01/600Z 9Yl paonpoid wes) aoueul{ ay] e |0U0D
Kieyebpng
-:paybiybiy aiam sbuipuly Buimojo syl -josjuod Asejabpnq |jelano pue bulioyuow — SOWOH
paywi] SAISUSIXT ‘bumes 186pnq 10} swalsAs ay} JSAO aoueINSSE apIAcId 0) SEM JpNe SIY} JO aAjoalqo syl | 0LoZ [udy | s}ejweH Jamo ]
EYER ERTINEDR uoday
aoueinssy JO 9|eas sBulpui4 / sjuswiwon Jo ajeq anlL
pajiwiT

uayeuapun s}pny jo Alewwng




I

siseq Ajyjuow e uo Jjo paubis si 3sIpoayd
SIY} 1eyl Jo jusawadinbag e 99 ||IM I "0T0Z dunf jo pua ayy Aq ase|d ul 9q
03} pa30adxa pue padojaasp buiaqg SI ISIPPBYD UMOPISO[D SJUNOIDE pud-yjuow y

Bunnesw 0T0Z Ae S)I 1B pieog HHL @l Aq
panoldde s|0Jlu0d |eUORIPPE puR pamalAdl dJam suole|nbay |elpueuld HHL 9yl

‘paseq-si
MoOU S| pue pailjdwis usaq sey sjunodoe juswabeuew Joy jewdoy buiodal sy

swea] juswabeuely
9jesoydaliq 9Yyy 03 spew suopjejussaud Jo ssauas e ybnouayy paodojulsd
uaaq sey siyy pue papiaold usaq aaey suonpnaisul buuoyiuow 32b6png JedD

wiaisAs 4abpa) |eidueuly HHL pue
HLlg1 ®y3 ‘spJemp3 Q[ Uo papeo| uaaq aAey TT-0TOT 404 SI96pNg anuaAal ||y

upny swajshs
‘paseyd buiaqg aJe suuniad buipuelsinO *PaAladad uda(q aAey

9S9U3] JO 1S0Jy ‘sanljiqisuodsad [oJjuod Auelabpnq Jiay) osje pue 326png TT-0102 |0Ju0D
J19yl Jo juswabpaimoudoe Jjo-ubis 03] pajsanbald usaq aAey siapjoy 3obpng A1eyabpng
— SBWOoH
sjuawwo) judwadbeuely | Loz |udy | Sie|weH Jamo |

joAa 99IAI9S yoday
aoueinssy JO ajeog sbuipuly / sjusawwo) Jo 9jeQ oL




4!

‘2oueUl4

uoneonpg ybnoiy) S8dIAI8S S.ualp(iyD ‘Iojoalig 8)elodio) 8y} PUB SIOUISAOS) JO Jiey)

ay) 0} pauodal pue Jayoea| pesH syl YIm pasibe aiem suonepuswiwosal pue sbuipul [y
1o wisy

ubls Jou s90p SuoIe!IoUodal Yueq By} swiopad oym JSdIO SoueUI4 By} ‘Jayun4

‘usMe) Usaq pey UOIOEB Ou ‘SIY) JO SJBMBUN SBM |00UDS Byl SY  'SY'EhL‘L3

JO [B10) B 0} pajunowe senbayd ay] ‘800z Ul |ooyds ay) Aq penssi sanbayo

0] pajejal UONE.IIDU0da) YUBq 600Z JoqWiada( 8y} UO SWa)l Pa|louodal-un UsAeS e

‘saljljiqisuodsal Juswabeuew |eloueUl Y)IM Siaquiall
JJels OM] pue JouJBA0B SUO WOl paule}qo Usad Jou pey }salsjul Jo suoijelejoaq e

JUNOJOE puNy [O0YDS 8Uj)
1o} pue ‘Junoooe Asuinol [00yos ‘pJed JIPald [00Yos 8y} uo sjuswAed Buisuoyine
1o} payebajop sywi| [eioueBUl JES|O 8)els Jou pIp uonebs|sp Jo BWayos Juslnd 8y e

‘paydope Jou sem [enuBwW Sainpado.ld Juswabeuel |eloueuly
3y} Janamoy uonebs|ap Jo awayos [spow H1g1 8yl paidope sioulsnos) ‘Bunssw
99)iWwo) adueul4 00T 1290100 S dUl IV ‘Apog Buiuianog |y ayy Aq pancidde
|enuew sainpadold juswabeuely [BloUBUI{ B 9ABY JOU S0P AJUS.IND |00YdS 8y e

-:seale BuIMO||0) B} Ul PaljjUBPI SI8M SOSSaUMBaM ‘JIOASMOH “8dueInsu|
pue juswabeuepy dsiy ‘Asuinop |00yoS pue pund AlejunjoA ‘einjipuadx3 pue swoou|
Joy Bununoooy ‘josuo) Aieyebpng pue Buiuue|d [eloueul ul 8)enbape alem S|0Jju0D

|ooyos

"J00Yos 8y} 40 Juswabeuew |elouUBUY puE uolelISsIuILIPe Aiepuoosg

paywi L. .3 3U} JOAO S|0JJUOD BADSYS pue ajenbape alam 8oy} Jey) ainsus o) paubisep sem yipneayl | 010z Aein yradiopy
oA ERITNELS yoday

aoueinssy Jo 9jeag sBuipui4 / sjuswiwo) Jo ajeq ML




€l

“JUSWIUOIIAUS [0J]U0D 3y}

Ul sessauyeam wody Buisiie sysil 0} ainsodxs Bunebiiw ul uonoe ajelpawwi Buie | .
sbuipuy
Hpne ay} jo ybi| ul aye)} o} Buluueld ase jooyos sy} jey; sdays jeuonippe Buiwauo) .
ajendoidde aisym usaxe} suoioe Jo
aousapIna Buipnjour ‘podal sy} ul papincid swelduwl} 8y} Ulyim suonoe [je Bupoel .
:Agq podal Jpny ay)
Ul spewW suoljepuswiwodal ay} 0} pspiwwod Ajiny ale Apoq Bululsnob sy} pue jooyos ay
‘awle.auw) |ooyos
pauiep B yum suonoe |je s)e|dwoo o} pesibe pue Aj@jeipawiwil pajoe aABY [00YdS 8y Alepuoosg
‘sjuswiwio’ Juswabeuey oLoz fen yjediop
[9Aa 92IAI3S uoday
aoueinssy JO 9|eas sBulpui4 / sjuswiwon Jo ajeq anlL




4!

"90UBUI4
uoneonp3 ybnouy) sedIAIeS S,ualpjiy) ‘Jojoaliq 8)elodio) 8yl pue SIOUJBAOS) JO JieyD
ay) 0} pauodal pue Jayoea] pesH 8y} Yim pasibe aiem suoniepuswiwiosal pue sbuipul (v

"Pa1oNpPU0D ¥o8Yyo AIojusAuUl
[ENUUE UB JO 80USPIAS OU SEM 3Jayj) ‘@oe|d Ul spJodal AlojuaAul ale alay} ybnoyyly e

‘Buyss)} 19x)4ewW Joy S8Inpadold
wswabeuel |eroueul{ panoidde sy} yum paidwod sAemie Jou pey |[00YdS ay] e

‘Ajuoyine |eroueuly
pajebajap UIYJIM SJUSLWIBIIA JO UOIIESLIOYINE JSAO0 [0JJUOD Ul SOSSSUYEaM aie aiay| e

‘6002 Joquia0a(q pue JaqWSAON 4O Syuow ay}
1o} siaquisw yeys om} 0} pled sallejes Jo salouedalosip paliuspl siaquiew Yels
G jo syuswAed Alejes jo Bunss} Jipny "SpJodal S,|00YIS By} YJIM Pajiouodal pue
payoayo usaq pey Japinoid [jolhed ay) wous siodal Jey) S0USPIAS OU Sem alay] e

"JUNO22E YUE(Q S,|00YDS By} Ul payueq
JOU awooul ag 0} sieadde Q1°L£9F JOy Way awooul Buipueisino sy} Se uIsouod
JO SI'}| "'96°90Z13F awos Buljiejo} ainjipuadxa o sWa)l 8Aly PUB ‘600Z YoJBN Souls
01'1L£93 Joj Buipue)sino way awooul ue papnjoul 8say] ‘600Z Alenuer o} yoeq
Buiep swia)l pajeanal gO0Z Joquwiadoed G| Je Se SWa)l Pajiouodaiun JO MaIASI 8y e

"SIOUIBA0S) OM] WO} PBUIBICO USa( JoU pey }Salajul SSauIsng JO suonelejoeq e

-:senss|
Buimol|os ay) pauodal malAsl INO '|00YDS 8y} Jo Juswabeuew |eiouBUl pue UoKEJSIUuIWpPE

paywI N SE3 B} JOA0 S|0J)U0D BA0BYe pue ajenbape alam aiay) Jey) ainsus 0} paubisap sem jipne ay | oLoz Aey | jooyos xiusoyd
[9Aa 92IAI3S uoday
aoueinssy JO 9|eas sBulpui4 / sjuswiwon Jo ajeq anlL




Sl

“JUSWIUOIIAUS [04]U0D 8y}

Ul sessauyeam woJy Buisue sysii 0} ainsodxs Buiebiyiw ul uonoe ajelpawwi Buiye | .
sbuipuy

upne ayj jo 1ybi| ul 8.y 0} Buluue|d ase jooyos ay} Jey) sdajs |euonippe Bulluo) .
ajendoidde aisym usxe) suoioe Jo

aouapIAs Buipnjoul ‘uodal sy ul papiroid sweljawi) 8y} Ulyjm suonoe |ie buyoel | .

:Aq yodal Jpny 8y} Ul SpEW SUOIEPUSWILWLOIS] 8} 0} JILWoD Ajiny
0} Apoq Buiuianob ayy pue jooyos ay} Buiisanbal Ajjewioy |00yds 8y} 0} USHLIM SABY S\
‘aWelyaWI} paulyep B YIM suoijoe |je aje|dwod o) paaibe sey jooyos ay |

‘sjusawiwo) jJuawoabeuepy 0L0Z Aepy | |ooyos xiusoyd
[9Aa 99IAI3S uoday
aoueinssy JO 9|eag sBulpui4 / sjuswwon Jo ajeq sl




91

‘Juswabeuey 19SSy JO 10}0a1IQ SY) YIm paaibe alam suonepusuwiwodal pue sbuipuly ||y

"JoB1UO0D B JOo 91940 81| 8y} ul abe)s Aues

ue je pajuanaid pue psajosiap sI sainpadoid pue sjojuod yyum asueldwos-uou Aue

1ey) ainsua 0] aoe|d ul swa)sAs Buuoyuow ind pinoys juswabeuel jJossy o Jojoaliq

By} 1Y) papuswWLOssl aABY @M ‘UOIIPPE U] "JOBJIUOD SIY} punoJe uolessiuiwpe

10BJ1U0D JO S)oadse Jo Jaquinu e a)ebiisaAul pjnoys juswabeuel) 19SSy Jo Jojoalig
8y} 1B} papusLILWIOsal dABY aM ‘sanss] aouel|dwoo-uou JO Jaquinu B JO MSIA U] e

‘paJojiuow 8g ued swuwelboud sylom ysiym jsuiebe payioads
alom sajep uonsidwod pue Buie)s oN “pancidde usaq pey uejd S¥H 9y} ‘anssi SIy}
Buisiel upny 0} Jusnbasgns jey} puejsiapun am ybnouyye ‘suoiyeinbal Ajojes 9 yjesH
1O yoealq e ul pajnsal yoiym ‘ueld Aisjes x yijeaH ayj jo jeaosdde ayj 03 Joud ays uo

POOUSWILLIOD SHIOAA "SWaYyos sy} oy 9oe|d ul puoq aouew.oyad ou sem alay| Ja21o
Bullojiuow ay) 0y pepiwgns pue pasedald Bulieg aiem spodal }s0o oN “siaded Buiiom
Ag psiioddns jou sem ajewlse 10eu09 8y} 0} dn pjing 8yl 0083 Sem ajewnse
10B11U00 YBnoyle ‘Y0583 JO anjeA ay) Joj syJom ay) Bulleaod panssi sem Japlo ue AluQ
"SUOI}IPUOD JOBIIUOD Ulew 8y} Ag palinbal se 10joeljuod 8y} 0} panss| Sem "0}e ajep
uone|dwod ‘sjep uels ‘Buroud ‘sylom Jo ainjeu ay} BuiqLIOSSP JUSWNJOP JOBIJUOD ON o

‘10eU00 Busuued sy} Jepun S10}oBUOD 0} sylom Buneooje
10} BLISJLIO JES[O OU SI9M 818y} SE I0JORJUOD ISYJ0 8Y) JOU pue p} |euoljeulaju|

DSS O] panss| aI1am SYIOM 8y} SISE] JBUYM UO JBS|O JOU SEM }I ‘ISASMOH ‘juswaalby Hpny joejuo)
yiomawel ay} bulisuped SI0}0BIU0D OM] Y} JO JBYYS O} panss! 8g pjn0d SHIOM Y| e Juaun)
-:papodal aiam sbuipuly SHIONA
Buimojo) syl 10B)U0D SHIOM By} Joj sawwelboid dJom pue }soo Buuojuow oy pue uonejesu|
‘swielo buienjeas pue Buiniedal 1oy ‘siapio uolelea Buinssi pue Buljjosiuod 1oy ‘syuswAhed =IE
pajwi Y0583 wusul Buyew Joy aoejd ul swa)sAs ay} Jano aouelnsse apiroid 0y Jybnos upne syl Aunwwon
010z Aey J0 0l @seuyd
uoday

1oAa] ERINELS
aoueinssy Jo 9jeag sBuipui4 / sjuswiwo) jo ajeq ML




L1

‘selnpadold pue SWwalsAs JOAO SoUBINSSE |BUOHIPPE

uIe}qo 0} 1OBJIUOD SIY} MBIASI O} pauoIssiwwod Buiaqg st JoAanins Ayjuenb [eulsixg ¢ Hpny JoBJu0)
ualng
"$8)IS JUBAS|a. 8y} paroadsul sey Juswabeuel) 19SSy Jo Jojoalig 8yl ‘g

SHIOAA
Upny Aq pasiel senssi sy} ssalppe 0} saAoldwl JUSWUOIIAUS uone|esu|
|0J3UOD BY} 1Y) 8Insus 0} pajusua|dwll usaq aABY SUOIEPUSWILLODA) [BNPIAIPU| “| |elsy
Aunwwon
sjuawwo) juawabeuepy oLoz fen 10 0| 9seuyd

oA 991MI3S uoday
aoueinssy JO 9|eas sBulpui4 / sjuswwon Jo ajeq anlL




81

"aln)inD pue saijes0 ‘sanuNwwo) ‘1ojoalliq 1eiodio) ay) 0} panssi Sem
Jodal jeuly pue Jabuepy aoueul{ 8y} YIm paalbe alem suonepuswiwosal pue sbuipul (v

‘eale siy)

JO M3IABJ INO BUIMOI|0) Pasiel SJoM SUOIBPUSWIWOD3l JN0H UolESLIoYINe Yyons Jo s)wl|
pajoadxa ay} pue suonoesuel) Aljua [eulnor asLoyINe pinoys oym Jo joadsal ul souepinb
OU Sem 3J8y} ‘JI9A03I0)\ "Pa)sa) sjeulnol jo Ajuofew jsen ayy ul jeulnol ayy Joj uoseal

B UIBjU0d JOoU pIp SJUSWYOEJE |[ENX3} JO WLIOY U} Ul SAljRLIBU SY) ‘JOASMOH "0}0 SWIO}
abieyoal ‘sao10AUl SB yoNns sjuswnoop 82Inos Aq pajoddns alem sjeuinol ||e ey} punoy
Bunsa] -sjeuinol Buinoidde pue jno BuiAiied 1oy swaisAs ul palinbas sem juswanoidw)

‘Alojoejsies aiam sainpadsold aInsojo pua Jeak pue ‘Bunioyuow Upny swalsAs
pue Buiodal 32bpng ‘Bumes 196png ‘Buluue|d 1o6png 1o} swaisAs Jeyl pamoys mainal InQ
010
‘9)el0308l1p (D7D) 8In)nD pue ainsia ‘SeniuNwWWo?) ay) UIYIIM [043U0D
[enuelsgng SAISUBIXT uiyum aoejd ui josuod Aleyebpng Joj swialsAs Jano aouelnsse apinoid o) Jybnos ypne siyl | 0102 [udy Aeyabpng
'$S90IN0SaYy
pue asueul{ jO0 Jojoasi By} ypm paalbe siem suonepuswwodsl pue sBuipuly |V
‘sjuswAed BuiAypao pue Buissasoid usym suonenbay |eloueul
ul }no 19s sjuswalinbal By} JO Jel}s pulwal 0} pasu sy} pue ABsjesns pneld -ijuy ue
JO uoljejuswa|dwil 8y} UISOUOD 9SaY} pue pajuswajdwi Usag JoU SABY SUOEPUSWILLIODS)
Z foud om] psjuswsidwi Ajeiyed ussq aaey om} pue psjuswejdwi Buleq jo
ssa004d By} Ul ale suolepuawWWoal Xis ‘pajuswaldwi Ajjny usag aABY SUOIEPUSWILIODSI Hpne dn mojjo4
upne snoinald ussjeuiu By} jJo 1no yble jey; umoys sey malnal dn Mojo} INQO
SOWOoH
‘8002 ABI\ Ul JIpNe [N} 84} JO UOISN|OU0D 8U} 1B SpeWl SUOIepUaWW 0ol Ss}a|WeH Jamo |
[enueysqns SAISUSIX ay} Bunpuswsjdwi ur HH1 Aq epew ssaiboid oy} pessasse jpne dn MO||O} SIUL | 0LOZ YoJe|N | 4O 9ouBUISAOD
[9Aa 99IAI3S uoday
aoueInssy JO ajeog sBuipul / sjuawwon Jo ajeq AL

lenuelsqng




61

‘Buiaqiispn
pue yjesH ‘synpy ‘Jojoalq selodio) wisu| 8y} o)} panssi sem uodas dn mojo) syl

‘ssa00.4d a1ebjj0] ay} buisn AbBajelys Buuspus) mau e Ag peoejdal
useq mou sey josfoid juswalinooid [euoibas gns/AlJoyINe SS0IO 8Y] PSUOCISSILULWIOISP
Buleq Jo 2100s Jiay} aAoidwil 0} paljoyuow Buleq asem pue lsisibay Ysiy ojdosd
Buijyoddng ayj uo alem 8100S 4D [9AS] }SBMO| BY} UO SIapinold pue dnoig bBules)s
a|doad Buuoddng ayy 0} psjussaid ag pnom Sal0dS YD SISPINOIJ POMOYS YoIym
‘1oayspealds Buuojuow (4yD) dJomawel4 Juswssassy Alend ayl Busqopn ¥ ylesH
‘Synpy Jo Jojoauiq sjesodio) wusiu] ayy Ag dn pspeay dnoig Buuesigs e 0} pajodal
g MOU [[IM ‘Q 0} ¥ S8I03S 4yD SJISpIN0Id pamoys yolym ‘}@ayspeslds Buuojuow (4vD)
yiomawel] juswssassy AJenD oy} ey} pamoys malaal InQ ‘pauoissiwwodsp Buleq
JO ssao0.4d 8y} ul alam 1o , D, |9AeT 0} Buipelb aiay) panoidwi Jayyie pey Jaisibay ysiy syl
uo ,Q, |9Ae7 1S8MO| BU} UO IaM OUM SIBpIACId ||e 1Byl paysiigelse sem )| ‘psjuswajdul
usaq pey suolepuswiwodal Jipne snoiraid oM} Yog jeyl pamoys malral dn mojjof InO

‘6002 AN Ul Jipne swia)sAs [Ny B JO UOISN|OUOD 8U) Je 8pell SUOEPUSWWO0Da.
ay} bBunuswseidwi ul spew ssalboid oy} pessesse Jipne dn pamojjo} lpne siyl

}pne dn mojjo4

|jenueisqng SAISUB)XT a|doad bBuipoddng
[9Aa 99IAI3S Joday
aoueinssy Jo 9jeos sBulpui4 / sjuswwio) | jo ajeq sl




0¢

"2lnn4 8y} Joy
sjooyog Buip|ing — pesH 80IAI8S 8y} Yim paalbe alem uoiepuswiwossl pue sbuipul |y

‘om} Ayiond 3sal sy pue | Ayloud si yoiym Jo auo ‘podal siyy

UO suolepusWWOodal  apew ap\ “ueld S3H parocidde ue Jnoyyum a)is uo Buinels syiom
JO YSII SEM 8Jay} Se ‘J0jeulplood NAD 8yl Aq paacidde sem pue aoejd ul sem ue(d Alajes
pue yjleaH 8y} ‘10}0BJ3U0D 8y} AQ 8)Is 4O uoissassod 0} Jolid Jey} 8INsus 0} papasu SI9o1L0

‘swwelsboid 4S9 ay} jo yed se Bupeuspun ase sanbAnog jey} SYI0M Jaylo 0} panssi
suoljelien pue sjuswAed sy} yym pajbuiwisiul Jou ale pue joesjuod Aepp s |ned 1S ay}

0} A|o|0s a)e|jal suolelleA pue sa)edlia0 juswAed sy} Jey} ainsus o} $s9004d painjonsis

e 9q 0} palinbal alay) ‘JanemoH ‘poliad 10e5U0) 8y} JOA0 AJINUIIUOD SINSUS O} Paysl|qe}sa
usaq pey poliad uononssuod sy} Bulnp joejuoo ay} Jo Buuoyuow spis-jusly ‘uodn
paliodal pue papiooal ‘Palo)jiuoWl SJam J0BIU0D JO AOUBIIND Y} YJIM PSJRIOOSSE S|0JjJu0D
8y} ey} ainsus 0} aoe|d ul swibal Buliojuow palnionis B Sem alay] 1By} punoy malAsl InQ
JoRIUOY pling pue ubiseq aoud paxiy e uo paseq sl jooyos Aepp s, |ned 1S Jo Buipjingal

Hpny 10enuod
Juaing — [00YdS
Alunwwon

Rep sined 1s

8y} Joj Joejjuo) 8yl swwelbold yJom pue 1soo ay) Buuojuow pue Buljjouod 1o} 0102 ainjn4 ay} Joy

|lenueisqng INOE3 aoe|d Ul sws)sAs apis-1ual[o 8y} JoA0 aoueinsse apiaold 0} sem Jipne siy} Jo aAioalgo ay | [udy sjooyog Buipjing
[9Aa 92IAI3S Joday

aoueinssy JO 9|eas sBulpui4 / sjuswiwon | jo ajeq anlL




Ic

[ejuelsqng

aAIsua)Xg

'$30IN0SaY ‘Jojoauiqg d)elodio) sy 0} pauodal
pue senuaAay- pesH 82IAI8S 8y} UM paaibe aiem suonepuswiwodas pue sbuipuly syl

‘9|qe|leA. Jou aJam sjuawnoop Buoddns seses swos ul pue
90UBMO||E PIOA B 1O JUNnodsiq s,uosiad a|bulg ayj Buiwie suosiad jo Ajiqibiie panuiuoo
By} SSasse 0} ssad0ld ou Sem alay} Jey) punoj osie apA  1dw Bulaq jou sem Aouednooo
J0 uoneoyiou Buimojoy (shkep ussunoy 1o) sAep Buppiom QL ulyym |ig e Buisies oy
1ob.e} 8y} 1By} PUNO) MBIASI INO JOASMOH S8jey UOI09||0) pue uoljewloju| Juswabeuepy
puE ‘UOIIeIIoU0DaY WSISAS puB SJUNOJDY asuadsng ‘sieally ‘spunyay ‘Sisi uonenjep
pue eleq buipuels jo Buipuswy Jano aoeid ul S|oJUCD B)enbape aiam aisy} ‘[lelanQ

‘Alenuue wog3 Ajejewixoldde s309)j00
[IoUNOD 8yl ‘1gep Xxe] [1Duno) jo juswabeuew Jadoid ay} pue syuswhed xe] |1ounoH
J0 uo199|j0o0 jdwoud ayy ‘ybnolog sy} ul sailiedoud sigel |le 0} xe] [1ouno) jo Buibieyd
pue uoneledaid jdwoid ay) ainsus 0} ale walsAs xe] [1DUNOD By} JO SaAdalqo 8yl

0102
[1dy

Xe] [Iouno)

[ejuelsqng

aAIsua)Xg

'$80JN0SaY ‘J0joaliq 8)elodio) 8y 0} pauodal
pue senuaAay- pesH 82IAI8S 8y} UM paasibe aiem suonepuswiwodas pue sbuipuly syl

"(1eak ayj jo HE)s By} Je 'a'1) Jallds YANN 03 Joked sjel e jo Ayiqibije
panuiuod 8y} ssasse Ajeoipouad 0} aoeid ul ss800id Ou SBm JBy} puno) am MSIADI
JNO WoJ} ‘JOASMOH "Sajey UOI09(|0D pue UOoljeuwlIoju] Juswabeuey pue uolelioucday
walsAS pue Ssunoody oasuadsng  ‘sieally  ‘spunj@y  ‘Sjunodsiq  ‘SisiT  uonenjep
pue ejeq bBuipuels jo Buipuswy Jano aoejd Ul S|oJjU0D 8)enbape alem alay) ‘||elenQ

‘199p
YANN Jo swabeuew Jadoid ay; pue YANN 4o uswhed dwoid sy ‘ybnoiog ay; uiyum
sassaulsng ajgel| ||e 0} YANN jo Buibieyd pue uoneiedaid jdwolid sy} ainsus 0} S| Wa)sAs
3y} Jo aA3oalgo ay) pue Jesh yoea YANN 0 w63 Aldjewixoldde s)09)|00 [1ouUnoD ayl

0102
1idy

dAdNN

YR
aoueInssy

ERINELS
Jo 9jeag

sBuipui4 / sjuswiwo)

uodoy
40 9jeqg

9L




[44

lenueisqng

aAIsua)Xg

'$80JN0SaY ‘J0joaliq 8)elodio) 8y 0} pauodal
pue senuanay- pesH 80IAI8S 8Y) UM pasibe aiem suoljepuswiwossl pue sbulpul ||y

‘siseq Jejnfai e uo pajepdn Buiaq jou sjie}ep Jaquaw
ul JNsal ued Yolym siseq Jeinbas B U0 unJ JoU Sem d0B3lUl B} Jey) puno} SpA  SIseq
Aoam B U0 unl sI YoIym ‘SIXY PUB YUl 90.n0Say Usamjaq aoepajul ue ein pajepdn ale
s|lejap Jaquis| 1Byl punoy apn “JebpaT |elauss) ylim UOIeI|Iou0aY pue SpIoday uoisuad
JO 8oueUBlUIERl ‘SjuswAhed uoisusd ‘suonnguiuo) Jakoidwg pue ssholdw3 ‘sienes pue
SJaUIOf JBAO |0JJU0D 8)enbape punoy malAal INQ ‘suoisuad JO UoljeliSIuIWPE JusIole pue
BA1j08Y4e 10} @oe|d Ul S|0JjuU0D By} JaAo souelInsse apiacid 0} Sem Jipne siy) Jo aAloalqo ay

0102
1idy

suoisuad

[ejuelsqng

aAIsua)Xg

'$80JN0SaY ‘J0joaliq 8)elodio) 8y 0} pauodal
pue senuanay- pesH 80IAI8S 8Y) UM pasibe aiem suoljepuswwossl pue sbulpul ||y

"Jeak ay} 1o} paisjua usag Jou pey uoljewlojul souewloyad [enjoe
‘19s uaaq pey sjabie} ybnoyyy "siseq Ajyjuow e uo pajepdn usaqg Jou pey uonew.loul
souewlopad jeyy punojy bBunss) JnQ  uonewluojul aduewsopad [enjoe pue s)eblel
aouewlopad ypm pajepdn ag pinoys Yoiym ‘sis|aoxg ‘walshs juswabeuew souewiopad
B Sey [1Iouno) ayl Aoeinooe AjusA 0} Jaolo Joluas alow e Ag pamainal se paubis usaq
J0uU pey siaded Buiyiom uonelIoUOOal Y} ‘INO PaLIIED useq pey Suolel|Iouodal Jusdal
1S|Iym Jey) psuodal am ‘JSABMOH  "S|0JjU0D SS800y pue JO SMIA 19eQ Jo Alsnoosy
‘DLIooU| JO UOI}O8||0D JOAO |0Jju0D s)enbape aiam alay)] ||BJaAO 1By} Pamoys malral InQ

“Jauuew Ajawi e ul pue A[ajeinooe pajos||oo pue papiodal ‘paluapl si Ajuoyine
8y} 0} &np SWooUl J0}gap Jey} ainsus 0} s Wa)shs siojgaq s Aloyny 8y Jo aAoalqo ay |

0102
|udy/

si0geq

YR
aoueInssy

ERINELS
Jo 9jeag

sBuipui4 / sjuswiwo)

uodoy
40 9jeqg

9L




€C

"90UBUI4
uoneonp3 ybnouy) sedIAIBS S,ualpjiy) ‘Jojoaliq 8)jelodio) 8yl puBe SIOUISAOS) JO JieyD
ay) 0} pauodal pue Jayoea| pesH 8y} Yim pasibe aiem suoniepuswiwiosal pue sbuipul (v

‘JIpNe |euJajul 1se| 8y} 9oUIS apew s|esodsip Jo spiodal ajenbape
ulejulew jou pip pue Aolod |esodsip pancidde ue aAey Jou pip |OOYDS BY| e

"usyeuapuUN Sem Yoayo Alojuaaul
[BNUUE UE }ey} WILUOD O} paljuspl Sem 30USpIA® ON ‘lpne 8y} jo awill 8y}
1e spiooal Alojusaul aye|dwoo Jayebo) Bumnd Jo sseoold 8y} Ul SBM |00YoS 8y e

JUNODOE PUNy |O0YDS 8Y} 10} SBA}OSIQO JO JUBLIS)E)S USHILIM OU SeM BJay|

‘Aiojeubis pasuoyjne sy} Aq pasiIoOyIne Jou alem sulio} Japio aseyaind
oAl ‘Bunss} Joj pajoslas siaplo aseyoind us) jo sidwes e wol4 ainjpuadxs
ab.e| Joj Alessaoau aleym suonejonb Aue Jybnos |0o0yos 8y} pajesiSuowap Yoiym
SJUSPIAS OU SBM I8y} ‘JI9A0SIOJ\ "S82IAISS pue spoob Burninoosd usym padinbal
suonejonb jo Jaqwinu 8y} Builelsp sywil ainjipuadxe pjoysalyl ou Sem aisy] e

‘leaoidde
Jo} psojussald usag pey SJUSWASIIA BY} 1Byl MOUS 0} a2uUspine Alejusuwnoop
JO OBl B SEM aJdy} S9jnuiw  S/pILWOD ddueul{ pue Apog Buiulenoo
9y} JO MaIASI WO} ‘ISA0CBIOJ ‘|o0Yyds 8y} Ag paulejal sem apewl sjuswalia Jobpng
ay) Buimoys asuspine Alejuswinoop ou Jng ‘pawioyad usaqg pey sjuswalia }J8bpng e

-:seale BUIMO||0f Y} Ul paljjUSpI S19M SBSSBUYBOM
‘JOA®MOH "@0uelInsu| pue juswabeuely sy pue ‘uonosiold ejeq ‘Alencosy Jsisesig
‘alnjonujselju] 1| ays Jo Ajunoag ‘sjes|) [00yoS ‘Bujueg pue uonos|j0D awoou| pue Aoljod
Buibieyn ‘ainypusdx3y pue sawoou| j0 BuUNODDY JUNOJJY Nueg S|00YDS Jo Juswabeuew

8y} ul ayenbepe alem S|0JiUOD ‘|JOOYDS B} JO Juswabeuew |eloueuly pue uonensiuiwpe sjueju|

paywI a)elapoly B} 1SN0 S|0J3U0D SAI08Ye pue ajenbape alam alay) Jey) ainsus 0} paubisap sem jipne syl | 0102 Yote umo] nIgny
[9Aa 92IAI3S uoday

aoueinssy JO 9|eas sBulpui4 / sjuswiwon Jo ajeq anlL




APPENDIX 3
Internal Audit Coverage — 2009/10

Internal Audit Reports 2009/10 — Summary of audit reports

Audit Description | Significance Assurance
Corporate Systems

Management of Climate Change Extensive Limited
Health and Safety at Work Extensive Substantial
Risk Management Extensive Substantial
Contract Management and Monitoring Extensive TBC
Absence Management Extensive Limited
Assistant Chief Executive’s

Members Allowances Low Substantial
Legal Planning Meetings Extensive Limited
Commissioning Approach to Mainstream Grants Moderate Limited
Management of Working Neighbourhood Fund Extensive Limited
Children, Schools and Family

Building Schools for the Future - St Paul's Way Extensive Substantial
Community School Current Contract Audit

Common Assessment Framework Moderate Substantial
Social Care Commissioning and Client Monitoring Moderate Substantial
Management and Control of Surplus balances Extensive Substantial
Manorfield School — Current Contract Audit Extensive Substantial
St Edmunds Primary Moderate Limited
Bethnal Green Technology College Moderate Substantial
Langdon Park Secondary Moderate Nil

Harry Roberts Nursery Moderate Limited
Seven Mills Primary Moderate Substantial
Stephen Hawkings Primary Moderate Limited
Phoenix School Moderate Limited
Morpeth Secondary Moderate Limited
Raines Secondary Moderate Limited
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Audit Description Significance Assurance
Thomas Buxton Infant Moderate Limited
Columbia Market Nursery Moderate Substantial
Bowden House Moderate Substantial
Boy Boys Secondary Moderate Limited
Mulberry Girls Secondary Moderate Substantial
St Johns CE Primary Moderate Substantial
Central Foundation Secondary Moderate Nil
Sir John Cass & Redcoat Secondary Moderate Substantial
Shapla Primary School Moderate Limited
Olga Primary School Moderate Limited
Swanlea Secondary School Moderate Limited
Harry Gosling Primary Moderate Limited
Old Church Nursery Moderate Limited
George Greens Secondary Moderate Substantial
lan Mikardo Primary Moderate TBC
Rachel Keeling Nursery Moderate Limited
Childrens House Nursery Moderate Substantial
Bishop Challoner Girls Moderate Substantial
Bishop Challoner Boys Moderate Substantial
Stepney Green Secondary Moderate Limited
Oaklands Secondary Moderate Substantial
St Pauls Way Community School Moderate TBC
Communities, Localities and Culture
Recycling of household waste — contract Extensive Limited
monitoring
Brady Arts Centre — FU Moderate Substantial
ASBO Management and Enforcement Extensive Substantial
Governance of Tower Hamlets Partnership Extensive Substantial
Control and Monitoring of Parking Permits Moderate Limited
ASBO Management and Enforcement - FU Moderate Substantial
Management of Highways Works Extensive Substantial
Extensive Substantial

Budgetary Control
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Audit Description Significance Assurance
Tower Hamlets Homes

Financial Systems Extensive Substantial
Performance Management Extensive Substantial
Budgetary Control Extensive Limited
Management and control of decants — Ocean Moderate Limited
Estate

Management and control of keys to void dwellings | Moderate Limited
Strategic Management of SLAs Extensive Substantial
Community Aerial Installation — Current Contract Low Limited
Audit

Housing Repairs Extensive Limited
Unauthorised Occupants — Follow Up Moderate Substantial
Management of Voids — Follow Up Extensive Substantial
Governance Extensive Substantial
Horticulture Contract Monitoring - FU Moderate Substantial
Sydney Street — Central Heating Contract Audit Moderate Substantial
Development and Renewal

Homeless and Temporary Accommodation Extensive Substantial
Budgetary Control Extensive Substantial
S. 106 Planning Obligations — FU Extensive Substantial
Client Monitoring of ALMO — FU Extensive Substantial
Commercial Property Management - FU Extensive Substantial
Managing of Planning Permissions Extensive TBC
Service Charges Extensive TBC
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Audit Description Significance Assurance
Adults Health and Wellbeing

Governance of Pooled Agreements Moderate Substantial
Supporting People — FU Extensive Substantial
Commissioning of Elderly Service - FU Extensive Substantial
Homelessness Assessment — FU Extensive Substantial
Resources

Investments /Loans/Prudential Borrowing Extensive Substantial
Grant Claim of Teachers Pensions Extensive Substantial
VAT Management Extensive TBC

IFRS Implementation FU Extensive Substantial
Housing and Council Tax Benefit 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 Extensive TBC
Pensions Extensive Substantial
N.N.D.R. Extensive Substantial
Personnel/Payroll Extensive Substantial
Housing Rents Extensive Substantial
Pensions Fund Extensive Substantial
Computer Audit

Network Follow Up Extensive Limited
Internet & e-Mail Extensive Substantial
Business Continuity Planning Extensive Substantial
Change Management Extensive Substantial
Comino (Document Management) Moderate Limited
ICT Service Desk Extensive Substantial
JD Edwards Finance Application and AS400 Extensive Limited

Operating System
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Audit Description Significance Assurance
Icon Income Management and e-Payments Extensive Limited
Framework i (Childrens Social Care Application) Extensive TBC
Authority Public Protection Application Extensive Substantial
Software Licensing Follow up Moderate Substantial
Anti Virus and Spyware Follow up Extensive Substantial
Server Virtualisation Follow up Moderate Substantial
Acolaid Application Follow up Moderate Substantial
Information Security Policies and Procedures Moderate Substantial
Off Site Working Moderate Limited

DR Provisions Moderate Substantial
Data Back up and Data centre 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 2009/10
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 2010.
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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 2009/10, including an assessment of the
Council's corporate governance and risk management processes.

The internal audit plan for 2009/10 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 2010 was completed in line with
the operational plan. The percentage levels of assurance achieved for reports
submitted in 2009/10 are depicted in Graph 1 below. This shows that 67% of the
systems audited achieved an assurance level of full or substantial assurance, whereas
only 33% 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 96% of priority 1 and 82% of priority 2 recommendations followed
up had been implemented when the audit revisited the area. This is a significant
improvement on last year's performance of 77% for all recommendations. | have
therefore developed escalation procedures over the last year to improve on current
performance and these have been agreed by the Corporate Management Team and the
Audit Committee. In particular, all priority 1 recommendations must be implemented as a
matter of course.
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Graph 1

Evaluation Assurance

NIL (2%)

Limited
(31%)

Substantial
(67%)

From the Internal Audit work undertaken in 2009/10, 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 2010 accords with proper practice, except for any
details of significant internal control issues as documented in the Detailed Report on
pages 35-36. 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 CAA 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.

° Other review agencies

. In the 2009 annual performance assessment of the service for Children and
Young People, Ofsted rated the overall effectiveness of Children’s services as
performing excellently, and in its commentary, said “Specialist provision and
services for children and young people whose circumstances make them
vulnerable is almost all good or outstanding. Nearly half of the special schools in
the borough and services for looked after children, including the local authority’s
fostering agency, are outstanding”.

. Adult Social Care Services was rated as “Performing Excellently” for Increased

Choice and Control for Older People, and as Performing Adequately in
Safeguarding Adults, by the Care Quality Commission in February 2010.
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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 CAA
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 be embedded, with
increased emphases on buy in from staff, Member and the Corporate 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 of Use of Resources
Elements of Risk Management were included in the 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 2010
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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 2009/10 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 2009/10. Key issues
included:

Absence Management systems audit — we reported that managers’ compliance
with the Council procedures on absence management needed to be reinforced.
Significant improvement was required in the systems for recording, reporting and
monitoring of sicknesses to ensure that all absences are recorded and reported
accurately and correctly to ensure data quality.

Control of Parking Permits systems audit — our review highlighted the need for
more effective control over the issue and control of parking permits to residents
and business users to ensure that the administration of permit is based on clear
policy and procedures.

Recycling of household waste contract monitoring — the management and
monitoring of the contract was weak. We reported that effective monitoring
should be supported by a clear organisational structure and documented
procedures and processes which are complied with in practice. Moreover, there
was a need to increase contractor and client accountability in order to deliver the
benefits from the contract.
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e« Management of Climate Change, corporate review — our review found that
effective arrangements were required to be put in place to manage climate
change and carbon reduction programme across the Council at corporate and
directorate level to achieve the ambitious carbon reduction targets set by the
Council. In addition, the Council should proactively promote carbon reduction
within the authority, providing a clear vision and leadership in this area.

« 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. Particularly, disaster recovery priority, critical recovery times and
testing of recovery systems required addressing.

e Contract Management and Monitoring, corporate review— our audit of this area
found that effective contract management and monitoring is required to ensure
that there is clear corporate guidance on contract management of revenue
contracts so that benefits are derived from improved monitoring.

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. We were satisfied that progress
was made in some cases, but we were generally concerned that some 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) Care Quality Commission
d) Ofsted
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Risk Management Process
The principle features of the risk management process are described below:

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 2009/10 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 2009/10 year programme.
The Internal Audit plan was agreed at the start of the year and revised in December
2009. A summary 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 Redbridge and benchmarking exercise as part of the IPF Benchmarking Club. The
results of these reviews are at Appendix 6.
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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
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 for the financial year 2009/10 and
reported their findings in March 2010. The main conclusions of their review were: -

Internal Audit is compliant against the 11 code of the CIPFA code of Practice;

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.

That audit files 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.

Minor recommendations were raised which are being addressed.
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APPENDIX 6

Peer Review and Benchmarking Club Results

1.

1.1.

1.2.

1.3.

2.1.

2.2.

2.3.

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 2010, the Head of
Internal Audit from the London Borough of Redbridge 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.

As part of the 2008/09 CIPFA benchmarking club the London Borough of
Tower Hamlets was benchmarked against a range of Unitary Authorities
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2.4.

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 £345
compared with the comparator group average of £393 per day. In
comparison with the other 11 London Boroughs, LBTH was a medium
cost service.
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