NORTHAMPTON BOROUGH COUNCIL

AUDIT COMMITTEE

Your attendance is requested at a meeting to be held in the on Tuesday, 2
June 2009 at 6:00 pm.

D Kennedy
Chief Executive

AGENDA

1. APOLOGIES

MINUTES

DEPUTATIONS / PUBLIC ADDRESSES
DECLARATIONS OF INTEREST

MATTERS OF URGENCY WHICH BY REASON OF SPECIAL
CIRCUMSTANCES THE CHAIR IS OF THE OPINION SHOULD
BE CONSIDERED

6. RISK MANAGEMENT UPDATE AND BUSINESS CONTINUITY  S. Morrell

o &> 0N

REPORT X8420
Report of Corporate Risk and Business Continuity Manager.
7. ANNUAL AUDIT LETTER | Procter X
Report of Director of Finance and Support. 8757
8. UPDATES REQUESTED FROM 17 FEBRUARY AUDIT
COMMITTEE
(A) HOUSING RENTS L Wearing
Update from the Director of Housing X 7554
(B) IBS PROJECT UPDATE L Wearing
Update from the Director of Housing X 7554
9. AUDIT REPORTS REVIEWS
(A) BANK RECONCILIATIONS B Lewis X
Report of Head of Finance and Assets 7167
(B) PAYROLL C Wilson X
Report of Head of Head of H.R. and Head of Finance and 7377
Assets G.
Chambers
X 7194
10. ANNUAL INTERNAL AUDIT REPORT D Brett,
Report of the Internal Auditor iﬁ’g’;gfl

(KPMG)



11.

12.

13.

REVIEW OF OUTSTANDING AUDIT RECOMMENDATIONS
(A) Report of Head of Finance and Assets

EXTERNAL AUDIT UPDATE
Report of the External Auditor

EXCLUSION OF PUBLIC AND PRESS

THE CHAIR TO MOVE:

“THAT THE PUBLIC AND PRESS BE EXCLUDED FROM THE
REMAINDER OF THE MEETING ON THE GROUNDS THAT THERE
IS LIKELY TO BE DISCLOSURE TO THEM OF SUCH CATEGORIES
OF EXEMPT INFORMATION AS DEFINED BY SECTION 100(1) OF
THE LOCAL GOVERNMENT ACT 1972 AS LISTED AGAINST SUCH
ITEMS OF BUSINESS BY REFERENCE TO THE APPROPRIATE
PARAGRAPH OF SCHEDULE 12A TO SUCH ACT.”

G.
Chambers
X 7194

C Dickens,
Internal
Auditor
(PWC)



SUPPLEMENTARY AGENDA

Exempted Under Schedule
12A of L.Govt Act 1972
Para No:-

14. CARPARKING REPORT (3) D. Simpson

Update from the Town Centre Manager X 8514
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NORTHAMPTON
BOROUGH COUNCIL
DRAFT
AUDIT COMMITTEE REPORT

Report Title Risk Management Update
AGENDA STATUS: PUBLIC
Meeting Date: 2" June 2009
Directorate: Finance and Support
Accountable Cabinet Member: Malcolm Mildren
Ward(s) Not Applicable
1. Purpose

1.1 To provide an update on recent progress in business continuity management
across the authority.

2. Recommendations

2.1 To note recent progress in business continuity management across the
authority.

2.2 To note the draft list of critical functions.
3. Issues and Choices

3.1 Report Background

3.1.1 At the Committee meeting on 17" February 2009, the Audit Committee
requested ‘that the Business Continuity Plan be submitted to the next meeting
of this Committee for consideration’.

3.1.2 Due to the timing of this meeting, it is not possible to circulate the continuity
plans for each service area, however this report sets out the progress to date
and details the next steps in the development of the Council’s continuity
arrangements.

3.2 Issues

3.2.1 The original plan was to develop the Corporate Business Continuity Plan and
the Service-level Business Continuity Plans in parallel, however, it quickly
became apparent that the information required to complete the corporate-
level plan was heavily dependent on the needs and requirements identified
through the service-level plans. Therefore it has been decided to complete



3.2.2

3.2.3

3.24

3.2.5

3.2.6

3.2.7

3.2.8

3.2.9

the service-level plans, providing the service areas with a significant element
of self-resilience, and then develop the over-arching Corporate-level plan.

Over the last few months, work has been undertaken across all services to
identify the Council’s critical functions. In the event of a major disruption, this
enables the Council to quickly understand its priorities and focus resources
accordingly. This work builds on a previous exercise undertaken by the
Council. A draft list of the critical functions is attached.

The service areas that have critical functions are then required to develop
Business Continuity Plans covering each of the critical functions within their
area. A guidance note and template has been developed to assist the
development of these plans. A copy of the guidance note is attached.

In light of the current flu situation, a number of business continuity actions
have been brought forward. This included the prioritisation of the
arrangements specific to the temporary loss of staff. An extract from a note
circulated at a recent Corporate Briefing is attached to this report to illustrate
the issues Managers are being asked to consider.

The aim is for all service areas to have draft continuity plans in place by the
end of May, in particular arrangements for loss of staff.

Business Continuity Plans cannot be considered completely reliable until they
have been exercised and tested. A series of desktop and live exercise will be
undertaken providing valuable lessons learned that could be incorporated
within the plans.

Under the Civil Contingencies Act 2004, all Local Authorities have a
responsibility to provide advice and assistance to businesses and voluntary
organisations about business continuity management.

A link has been included on the Councis web site ‘Preparing for
emergencies’. This links thorugh to excellent supporting information on the
Direct.Gov site. Additionally, the Council is working in collaboration with other
Councils within Northamptonshire to produce a leaflet, generic web page and
tool-kit, specifically designed to support the wider business community.

A permanent Risk and Business Continuity Manager has now been
appointed.

3.3 Choices (Options)
3.3.1 To suggest any additional areas to cover in future updates.

4. Implications (including financial implications)

4.1 Policy

411

None.

4.2 Resources and Risk

4.21

This report provides an update on the progress being made to ensure that
risk mitigations and business continuity arrangements are in place across
the Council and that these mitigations and plans are reviewed and tested on
a regular basis.



4.3 Legal

4.3.1 Under the Civil Contingencies Act 2004 the Council has specific
responsibilities relating to Business Continuity. All Local Authorities are
classified as a Category 1 responder. As a Category 1 responder the Council
is required “to maintain plans to ensure that they can continue to perform their
functions in the event of an emergency, so far as is reasonably practicable.”

4.3.2 The act goes on to explain that as a Category 1 responder the Council needs
to be able to deliver the critical aspects of its own business functions to enable
it to help others in an emergency situation, keeping the impact on the public to
a minimum.

4.3.3 The Civil Contingencies Act also places a responsibility on Local Authorities to
provide advice and assistance to businesses and voluntary organisations
about business continuity management.

4.4 Equality
441 There are no specific equalities implications arising from this report.

4.5 Consultees (Internal and External)

4.51 The Head of Finance & Assets and the Director of Finance & Support have
been asked to comment on this report.

4.6 How the Proposals deliver Priority Outcomes
4.6.1 Reduction in interruptions to service delivery.

4.6.2 Continuity of critical Council activities.

4.6.3 Enabling the Council to act proactively, avoiding reactive management
wherever possible.

4.6.4 Protecting and enhancing the reputation of Northampton Borough Council.

4.7 Other Implications
4.7.1  Not applicable

5. Background Papers

5.1  Draft list of the Council’s Critical Functions.
5.2  Business Continuity Guidance Note and Template.

5.3  Corporate Briefing Note - Business continuity actions specific to temporary
loss of staff.

Sue Morrell, Risk and Business Continuity Manager, ext 8420.



Draft Critical Functions

Finance and Support

Service Area Description Category

Corporate Health and Safety CF1

Human Resources -
Pay & Grading CF2
Switchboard CF1
ACD configuration CF1
Emergency Repairs Call Handling CF1

Customer Services One Stop Shop or face to face access CF2
General Call Handling — Contact
Centre (Housing, Streetscene, Revs CF2
and Bens)
I.C.T. Helpdesk CF1
PC Support CF1
Data Network Infrastructure CF1
Voice Network Infrastructure CF1
Server and Storage Area Network CE1
Support
Email and Internet Access CF1
Business Application Support CF2
Application Production Support CF2

ICT Operational Server Support /
Environmental Control / Data Storage/ CF2
Security Backups
I.C.T Administration (Procurement and CE2
Supplies)
SQL/Progress DBA function CF2
Internet and Intranet Support CF2
Geographical Information Systems CF2
Technical Consultancy CF2
I.C.T. Development CF3
I.C.T Asset Management CF3
Key Holding Opening of buildings CF1
Disarming of Intruder Alarm CF1
Access/Entry System CF1
Evacuations CF1
Security/guard CF1
Supply of Meeting Rooms & hospitality CE1
Facilities Management - Internal & External

Cleaning of Buildings CF2
Mail Delivery and Collection CF2
Supply of Halls for CE3
Functions/Weddings Receptions etc.
Supply of Area for Wedding/Civil CF3

Ceremonies




Payroll* CF1
Transactional banking CF1
Final accounts, budget and council tax CF1
setting*
Co-ordination of instruction of urgent
repair works to corporate properties CF1
Finance and Assets (not performance of actual repair
works)
Treasury Management CF2
Rent setting* CF2
VAT CF3
CIS and Inland Revenue returns CF3
S151 officer CF3
Housing Benefit — rent allowances
) CF1
(Private tenants)
Revenues and Benefits Council Tax Collection CF2
Systems / support team CF2
Benefit Visiting Officers CF3
Procurement No critical functions N/A
* At a specific time of month/year.
Housing
Service Area Description Category
Strategy, Investmentand |\, vritical functions. N/A
Performance
, Emergency Repairs CF1
Landlord Services -
Urgent Repairs CF2
Gateway Assessments CF1
Homelessness Investigations CF1
Private sector housing - duty CF1
Provision management of temporary CF1
accommodation
Social alarm for community CF1
Out of hours call — social services CF1
Hard-wired alarm system CF1
Housing Needs and Support | Daily visits — Level 3s CF1
Hospital discharge assessments CF1
Emergency response service — CF1
coordinators
Daily visits — Level 2s CF2
Daily visits — Level 1s CF2
Iqstallation of life line — hospital CF2
discharge
Housing advice — telephone service CF2




Environment and Culture

Service Area Description Category
CCTV CF1
H&S Emergency Prohibition CF1
Food Hygiene Emergency Prohibition CF1
Investigation of a serious infectious
disease e.g. legionnaires, E Coli CF1
0157 etc
Public P . Investigation of a serious incident
ublic Protection e.g. fatal accident or other serious
. o . CF1
accident or incident e.g. a major
chemical alert.
Responding to statutory nuisances
e.g. alarms, blocked drains, CF3
accumulations
Investigation of less serious
: : : CF3
infectious diseases
Burials CF1
Management of Waste Operations CF1
(Staff/Office)
Westbridge Gatehouse CF1
Fuel Supply for Council Vehicles CF1
Alternate Weekly Domestic Waste
Neighbourhood Environmental | Collections In The Black Wheelie CF2
Services Bins
Weekly Collection Of Domestic CE2
Waste In Black Sacks
Clinical Waste Collections CF2
Business Waste Collections CF2
Town Centre Cleansing CF2
Bin/Box/Sack Deliveries CF3
Leisure Centres — Danes Camp,
Culture and Leisure !_lngs Forum - to be, used as CF1
reception centres’ in the event of
an emergency.
Bus Station - Management CF3
Town Centre Management | Car Parking CF 3
Markets CF 3
Assistant Chief Executive
Service Area Description Category
Community Engagement No critical functions. N/A
Performance and No critical functions. N/A

Improvement




External communications - media CF1
External communications - partners CF1
Internal communications (Live News CF1
I / All User email)
Communications
Website / intranet home page CF1
updates
Time sensitive Corporate marketing CF1
activities
Planning and Regeneration
Service Area Description Category
Dangerous Structures CF1
Unlawful demolition of listed buildings CF2
Central Area Action Plan CF2
Planning Planning Support (Cliftonville CF2
Reception/Duty Officers)
Joint Planning Unit CF2
Development control (planning CF3
applications and appeals)
Regeneration and No critical functions. N/A
Development
Chief Executive
Service Area Description Category
Senior Management Team Availability of Senior Management CF1
Team
Court and Tribunal attendance for
planned and emergency hearings, CE1
and urgent service of Planning
Enforcement Stop Notices.
Provision of general legal advice CF1
_ related to the event
Legal services Provision of Monitoring Officer advice CF1
in relation to the event
Elections* CF1
Legal Administration supporting court CF3
etc attendance
Committee Administration CF3

* At a specific time of month/year.

Categories:
e 0 - 24 hours - Critical Function 1 (CF1)
e 1 -3 days - Critical Function 2 (CF2)
e 3 —7 days - Critical Function 3 (CF3)
¢ 1 week — not a Critical Function (NCF)




Business Continuity

Introduction into Business Continuity Management

Business Continuity Management is about identifying those services that the
Council cannot afford to lose (in terms of vulnerable residents, financial loss,
loss of reputation) and planning how to maintain those services if an incident
or major disruption should occur.

Under the Civil Contingencies Act 2004 the Council has a responsibility to;
‘maintain plans to ensure that they can continue to perform their functions in
the event of an emergency, so far as is reasonably practicable”.

Business continuity is not about managing the emergency, this is covered
under emergency planning, but is concerned with the delivery of critical
functions immediately following an emergency or disruption.

Identification of Critical Functions

A Council-wide Business Impact Assessment has been undertaken to identify
critical functions, however subsequent changes to service areas and activities
will require each service area to reconsider their critical functions before
developing Business Continuity Plans. A copy of the output from the initial
Business Impact Assessment is included in Appendix B of the Risk and
Business Continuity Management Handbook.

The first step in the process is to identify which functions are critical to the
Council i.e. those that need to be up and running within a short period of time
immediately following an incident. This stage helps to identify which
services/activities need to have a Business Continuity Plan developed.

It can be undertaken as a workshop or as part of a team meeting. The
outputs from this stage need to be recorded. Using a table can be a useful
way of recording the outcomes. See Table 1 below.

Table 1
LENGTH
OF TIME LEVEL OF
IMPACT OF | REQUIRED | . JYPEOF | bESOURCES
RESOURCES
NOT (0-24 HRS, REQUIRED
SERVICE REQUIRED
DELIVERING | 1-3 DAYS, (6 PEOPLE, 4
DESCRIPTION (PEOPLE,
THE 37 DAYS, | EOP | WORK
SERVICE MORE | 1o IGES) | AREAS WITH
THAN 1 PC’S)
WEEK)




Task 1 - List all the services your service area/team delivers.

Task 2 - Consider the impacts on all service stakeholders of not delivering
that service, the extent and severity of the impact.

e Considering what is provided to whom, how, when, where and why.

Task 3 - Identify how quickly each service needs to be up and running again
in order to limit significant impacts on stakeholders.

e Remember — we are not looking to resume all services to their normal
operating standards.

e For consistency please use the following timings:

= 0 - 24 hours - Critical Function 1 (CF1)
= 1 -3 days - Critical Function 2 (CF2)

= 3 -7 days - Critical Function 3 (CF3)

= > 1 week — not a Critical Function (NCF)

Those services falling within the Critical Function classifications above are the

key services that need a Business Continuity Plan in place and are the
services that should be focused on in the remaining stages of the process.

Task 4 - Consider the type and level of resources required to maintain the
critical activities within the timescales specified above i.e. premises, people,
technology, communications, suppliers, information, transportation. Table 2
provides a useful series of questions to be used as a prompt.

Table 2 — Questions to consider when quantifying the resources you
require to maintain your critical activities.

People

e What is the optimum number of
staff you require to carry out your
critical service?

e What is the minimum staffing level
with which you could provide some
sort of service?

o What skills/level of expertise is
required to undertake these
activities?

Technology

e What IT is essential to carry out your
critical activities?

e What systems and means of voice and
data communication are required to
carry out your critical activities?

Information

e What information is essential to carry
out your critical activities?

e How is this information stored?

Premises

o What locations do your critical
activities operate from?

o What alternative premises do you
have?

o What plant, machinery and other
facilities are essential to carry out
your critical activities?

Suppliers and Partners

o Who are your priority suppliers/partners
whom you depend on to undertake your
critical activities?

e Do you tender key services out to
another organisation, to whom, for
what?

¢ Do you have any reciprocal
arrangements with other organisations?

HM Government, Business Continuity Management Toolkit.




Risk and Impact Identification

To help us understand where we should focus our risk management activities,
it is important for us to understand the type of risks that could occur, how
probable they are and what the impact and disruption could be on your
services.

The risk and impact identification stage in this process may have already
been undertaken as part of your routine risk identification and management
activities, please refer to section 2.4 of the Risk Management Strategy.
However, detailed below are a few helpful points to consider.

e The Community Risk Register found on the following link is a useful
document when considering the risks facing the authority.

http://www.northamptonshire.gov.uk/Safety/EP/community.htm

e When considering the type of risk that could affect your services e.g.
flood, flu pandemic, fire and the impact that risk could have, bear in
mind that most risks will result in one or more of the following impacts
to your service:

Loss of staff

Loss of premises

Loss of utilities (water, gas, electricity)
Loss of systems IT, telecommunications
Loss of transport

Loss of key supplier

¢ As with any risk management process, you now need to decide how
the risk should be managed i.e.:

= Treat (manage it)

= Tolerate (live with it)

= Transfer (insure it or get a 3" party to manage it)

= Terminate (change, suspend or terminate a service)
Decide what action should be taken and develop a strategy for meeting the
recovery time as defined above. Please see Table 3 to assist in developing a
strategy.



Table 3 — Tactics you could adopt to protect your resources.

People

Inventory of staff skills not utilised
within their existing roles — to
enable redeployment.

Process mapping and
documentation — to allow staff to
undertake roles with which they are
unfamiliar.

Multi-skill training of each
individual.

Cross training of skills across a
number of individuals.
Succession planning.

Use of third party support, backed
by contractual agreements.
Geographical separation of
individuals with core skills can
reduce the likelihood of losing all
those capable of undertaking a
specific role.

Premises

e Relocation of staff to other
accommodation owned by NBC.

e Displacement of staff performing less
urgent business processes with staff
performing a higher priority activity.
Care must be taken when using this
option that backlogs of the less urgent
work do not become unmanageable.

e Remote working — this can be working
from home or working from other
locations.

e Use premises provided by other
organisations.

e Alternative sources of plant,
machinery and other equipment.

Technology

Maintaining the same technology at
different locations that will not be
affected by the same business
disruption.

Holding older equipment as
emergency replacement or spares.

Suppliers and Partners

e Storage of additional supplies at
another location.

e Dual or multi-sourcing of materials.

¢ Identification of alternative suppliers.

e Encouraging or requiring
suppliers/partners to have a validated
business continuity capability.

e Significant penalty clauses on supply
contracts.

Information

Ensure data is backed up and it is
kept off site.

Essential documentation is stored
securely (e.g. fire proof safe).
Copies of essential documentation
are kept elsewhere.

Stakeholders
e Mechanisms in place to provide
information to stakeholders.
e Arrangements to ensure vulnerable
groups are accommodated.

HM Government, Business Continuity Management Toolkit.




Business Continuity Plan

Develop a Business Continuity Plan for each Critical Function that sets out
how you will deliver the strategy above. Decide whether your plans should be
developed by Service or Critical Function. Start with the most critical services
firsti.e. those defined as a CF1 or CF2.

Standard components of a Business Continuity Plan. Please use the NBC
template.

=  Document control — distribution list, version control

= Document owner and maintainer.

= Purpose and scope — relationship to other plans, services
to be included.

= Plan invocation — set out who has the responsibility to
invoke the plan, circumstances for invocation.

= Roles and responsibilities — individuals with a role in the
implementation of the plan.

» Location from which an incident will be managed.

= Communication arrangements — plans for communicating
with staff, stakeholders.

= Set out critical activities and recovery times

= Resource requirements and arrangements

= Contact details — for all key stakeholders and staff
involved in the plan.

e A Business Continuity Plan should be short and simple; if the
information is not required during the immediate response then it
should not be included in the plan.

Testing and exercising

A Business Continuity Plan cannot be considered reliable until it has been
exercised and tested. Valuable lessons will be learnt during an exercise drill
that can be recorded as lessons learnt and changes incorporated within the
plan. Exercises can be discussion or desktop based or a live exercise.

Assistance and support with testing and exercising Business Continuity Plans
is available from the Risk and Business Continuity Manager.

A schedule of routine testing and review of Business Continuity Plans will be
developed as part of the Strategy Action Plan.
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Northampton Borough Council

(Insert service/department) Business Continuity Plan

(Template)

Version:
Approved By:
File name:
Document Owner:



Contents Page



1. Document Control
(document owner and maintainer)

Distribution List

Name

Location Of Plan

Record of Amendments

Date Version Detail of amendment/revision Amended/revised

number

by

2. Purpose and Scope

Relationship to other plans, services to be included, brief description of

services.




3. Plan Invocation/Activation

Who has the responsibility to invoke the plan, circumstances for invocation.
Activation checkilist.

4. Roles and Responsibilities

Details of individuals with a specific role in plan and details of the role.

Name Role/Tasks

10




5. Location from which the incident will be managed.

Details of location. Address, Contact name, telephone number.

6. Communication Arrangements

Plans for communicating with staff and stakeholders, standard messages.

11



7. Critical Functions and Recovery Times

Agreed critical functions.

Critical Impact on NBC if service not delivered Recovery
Function 1 - time
Brief
Description
Critical Impact on NBC if service not delivered Recovery
Function 2 - time
Brief
Description
Critical Impact on NBC if service not delivered Recovery
Function 3 - time
Brief
Description

12




8. Resource Requirements for Critical Functions
(Minimum requirements to achieve recovery time for critical functions).

Critical Function 1s

Function
Description
Staff Number of staff, knowledge and skills required.
Accommodation | Desk space. Home working efc.
Agreed Address, contact name and telephone number.
Alternative
Accommodation
Arrangements
Systems (IT and | Back up/recovery processes. Network connection,
comms) telephone access efc.
Hard Data Files, paperwork.
Other

Critical Function 2s

Function
Description
Staff Number of staff, knowledge and skKills required.
Accommodation | Desk space. Home working efc.
Agreed Address, contact name and telephone number.
Alternative
Accommodation
Arrangements
Systems (IT and | Back up/recovery processes. Network connection,
comms) telephone access etc.
Hard Data Files, paperwork.
Other

Critical Function 3s

Function
Description
Staff Number of staff, knowledge and skKills required.
Accommodation | Desk space. Home working efc.
Agreed Address, contact name and telephone number.
Alternative
Accommodation
Arrangements
Systems (IT and | Back up/recovery processes. Network connection,
comms) telephone access efc.
Hard Data Files, paperwork.
Other

13




9. Contact Details

For all key stakeholders and staff involved in the plan.

Staff
Name Job Title Contact Details Home
location/walk to
work?
Stakeholder
Name Role Contact Details

Other Useful Contacts

Name

Role

Contact Details

14




Business Continuity Actions - Specific to temporary loss of

staff

Within each Service Area:

Check all critical functions have been identified and approved by the
Director, consider those functions that become critical at a particular
time of year e.g. Elections. This information should be included within
the current Service Plans.

Gather contact numbers for staff and stakeholders.
Identify minimum staffing levels required to maintain critical functions.

Identify the essential skills, qualifications or experience necessary to
carry out these functions.

Identify and plan alternative staffing options e.g. other departments
with similar staff requirements, secondment from non-critical functions,
use of external agencies, mutual aid from other organisations with non-
critical functions, shadowing within teams.

Agree the authority required to second staff.
Identify trigger level to suspend non-critical activities (i.e. point below
which staffing levels have to drop). Agree the authority required to

suspend activities (Director, Management Board, Chief Executive).

List the stakeholders who need informing if non-critical activities are
suspended.

Where relevant, write back up step-by-step procedure notes for critical
functions.

Identify known pinch points over the next 6 months i.e. holiday periods,
important deadlines.

Advice and assistance available from Sue Morrell, Risk and Business
Continuity Manager ext. 8420.

Business Continuity Guidance note and plan template available.

If the situation escalates:

Propose the adaptation of the Weekly Absence Return Form to include
additional information i.e. current levels of absence, those absent due
to flu, critical issues that require escalation to Director, Management
Board.

Information to be collated into one weekly summary report to
Management Board.

1
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Report Title Annual Audit and Inspection Letter
AGENDA STATUS: PUBLIC
Audit Committee Meeting Date: 2 June 2009
Policy Document: NO
Directorate: Governance and Improvement
Accountable Cabinet Member: Malcolm Mildren

1. Purpose

1.1 To present the 2007/08 Annual Audit and Inspection Letter from the Audit

Commission.

2. Recommendations

2.1 Note the report

3. Issues and Choices

3.1 Report Background

3.1.1  The Annual Audit and Inspection Letter for 2007/08 was received from the
Audit Commission in March 2009.

3.1.2 The attached report provides an overall summary of the Audit Commission’s
assessment of the Council. It draws on the most recent Comprehensive
Performance Assessment (CPA), the findings and conclusions from the audit
of the Council for 2007/08 and from any inspections undertaken since the last
Annual Audit and Inspection Letter.

Audit Committee Template/21/05/09



3.2 Issues
3.2.1 The attached report contains detail on the Audit Commission’s view of the

Council’s overall service performance, the external audit of the 2007/08
accounts and their assessment of value for money processes and outcomes.

3.2.2 The key messages contained within the report, which starts from page 3,
notes the significant progress has made by the Council over the last year.

3.3 Choices (Options)

3.3.1 N/a

4. Implications (including financial implications)

4.1 Policy
411 N/A

4.2 Resources and Risk

421 None

4.3 Legal
4.3.1 N/a

4.4 Equality
441 Nl/a

4.5 Consultees (Internal and External)

4.5.1 The contents of the attached report, as noted on page 15 of the report, were
discussed and agreed with the Chief Executive.

4.6 Other Implications
4.6.1 N/a

5. Background Papers

5.1 N/A

Isabell Procter
Director of Finance and Support

Audit Committee Template/21/05/09



Audit Committee Template/21/05/09



Annual Audit

and Inspection
Letter

Northampton Borough Council
Audit 2007/08
March 2009

‘B g&'rﬁ?rt]ission



Contents

Key messages

Purpose, responsibilities and scope

How is Northampton Borough Council performing?

The audit of the accounts and value for money

Looking ahead

Closing remarks

12
14
15

Status of our reports

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

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




Significant progress has been made by the Council over the last year. The rate of
service improvement has accelerated to a level that is now consistent with other
council's, the processes for securing and improving value for money have improved
considerably and government monitoring has reduced significantly. The Council still
has much to do to match better performing councils but there is awareness within the
council of the scale of the task and the capacity to deliver continued improvement
continues to be strengthened.

Northampton Borough Council is beginning to make progress in improving services for
local people. Although it still has some significant way to go before it matches better
performing councils it is putting the foundations in place that will help to maintain
improvement. The Council has strengthened its planning arrangements with a greater
focus on meeting the needs of all sections of the community and improving value for
money. Management capacity has improved with a full management team now in
place. The two remaining services that were subject to government monitoring —
housing and planning - have improved sufficiently to be released from monitoring. A
two-year programme of service reviews to identify the most efficient and effective way
of delivering services to local people is about to begin. Financial capacity and acquiring
the necessary skills to deliver change pose a risk to the delivery of the Council’s
improvement agenda.

Your auditor KPMG LLP (KPMG) has discussed with the council a number of
challenges going forward and agreed their audit plan for 2008/09 with the Authority to
show how their work will respond to these risks. Particular attention was drawn to the
following areas.

There are pressures on the Authority’s financial resources in light of an
unfavourable settlement from central government and adverse trends in car
parking income and concessionary travel expenditure. The Authority has also yet
to reach a settlement on implementation of the Single Status framework which will
likely have financial implications.

The economic downturn is likely to result in pressures on the Authority’s main
income streams. The Authority therefore needs to monitor the robustness of its
income collection, in particular Council Tax and housing rents.

In light of recent events in the banking sector, the Authority needs to keep its
Treasury Management activity under close control to avoid exposure to
unacceptable levels of risk.

The Authority needs to build on improvements made this year in the financial
reporting process.

Implementing new accounting requirements including the 2009 SORP and
International Financial Reporting Standards (IFRS) will present a challenge.

The Authority will need to prepare for the new Use of Resources assessment
which supports the Comprehensive Area Assessment (CAA) regime.



Key messages

Action needed by the Council

4 The Council should maintain its momentum and focus on strengthening capacity and
service review in order to achieve further and more consistent improvement.
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This report provides an overall summary of the Audit Commission's assessment of the
Council. It draws on the most recent Comprehensive Performance Assessment (CPA),
the findings and conclusions from the audit of the Council for 2007/08 and from any
inspections undertaken since the last Annual Audit and Inspection Letter.

We have addressed this letter to members as it is the responsibility of the Council to
ensure that proper arrangements are in place for the conduct of its business and that it
safeguards and properly accounts for public money. We have made recommendations
to assist the Council in meeting its responsibilities.

This letter also communicates the significant issues to key external stakeholders,
including members of the public. We will publish this letter on the Audit Commission
website at www.audit-commission.gov.uk. (In addition the Council is planning to
publish it on its website).

KPMG is responsible for planning and carrying out an audit that meets the
requirements of the Audit Commission’s Code of Audit Practice (the Code). Under the
Code, the auditor reviews and reports on:

the Council’'s accounts;

whether the Council has made proper arrangements for securing economy,
efficiency and effectiveness in its use of resources (value for money conclusion);
and

whether the Council's best value performance plan has been prepared and
published in line with legislation and statutory guidance.

This letter includes the latest assessment on the Council’s performance under the CPA
framework, including our Direction of Travel report, and the results of any inspections
carried out by the Audit Commission under section 10 of the Local Government Act
1999. It summarises the key issues arising from the CPA and any such inspections.
Inspection reports are issued in accordance with the Audit Commission’s duty under
section 13 of the 1999 Act.

We have listed the reports issued to the Council relating to 2007/08 audit and
inspection work at the end of this letter.



How is Northampton Borough Council performing?

How is Northampton Borough
Council performing?

11 Northampton Borough Council was assessed as Poor in the Comprehensive
Performance Assessment carried out in 2004. The following chart is the current
position across all district councils.

Figure 1  Overall performance of district councils in CPA

Poor

Performance against other councils

Excellent 21%

Good 425

Fair 32%

Weak ] 47,

Poor 0%

Source: Audit Commission

The improvement since last year - our Direction of Travel report

What evidence is there of the Council improving outcomes?

12 Northampton has set out five priorities in its Corporate Plan for 2008 to 2011 which
were informed by consultation with local people. They are as follows.

We will help our communities become safer, greener and cleaner.
We will improve housing and health to enhance the wellbeing of our communities.

We will be a well-managed organisation that puts our customers at the heart of
what we do.

We will promote economic development and growth in Northampton.

We will strengthen our commitment to partnership working and engaging with our
communities to deliver better outcomes.
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Progress has been achieved in priority areas, although improvement overall has been
mixed and inconsistent, as follow.

Levels of crime reduced in four out of six categories in 2007/08, although
Northampton remains amongst the worst 25 per cent of authorities in its family
group in five out of six categories. More recent data provided by the Council shows
that crime levels are continuing to fall.

The amount of household waste recycled and composted increased slightly in
2007/08 from 37.2 to 37.7 per cent and is above the median for similar councils.
More recent information provided by the Council shows that at November 2008 this
figure had increased to 41.7 per cent. The amount of waste collected reduced and
improved from below to above median. Although the amount of litter increased
slightly Northampton continues to match the best performing 25 per cent of
councils. There has been a significant reduction in levels of graffiti, although
performance matches the worst performing 25 per cent of councils. Levels of
fly-posting have increased with performance deteriorating from below median to
matching the worst performing 25 per cent of councils.

There have been improvements in Housing Services. The percentage of
homelessness acceptances that are repeat applications, families in temporary
accommodation, number of people sleeping rough, homeless households helped
to resolve their situation and use of bed and breakfast accommodation all improved
in 2007/08.

Although significant outcomes have yet to be realised in the area of regeneration
some progress has been made. For example the Council has been making
environmental improvements such as regeneration of Becket’s Park to make the
area more attractive to residents and developers.

The percentage of council tax and business rates collected matched the best
performing councils. The time taken to pay invoices continued to improve but still
matches the worst performing 25 per cent of councils. Levels of sickness absence,
which were already amongst the worst performing councils, deteriorated further in
2007/08 and more recent information from the council shows this trend continuing.



Published figures show that in 2007/08, 55 per cent of performance indicators (Pls)
improved. This is below the average range for district councils of 56.9 to 59.1 per cent.
However, the Council states that there was an error in some of the Pls and the actual
figure should have been 57 per cent, which would place the Council within the average
range. Over the previous three years 54 per cent of Pls improved, which is below the
average range. The rate of improvement has therefore increased slightly. Published
figures show the Council had 24 per cent of indicators in the top performing

25 per cent, but again the Council states the correct figure is 29 per cent. This is below
the average for district councils of 33 per cent. It had 32 per cent of indicators in the
worst performing 25 per cent nationally, an improvement on the previous year when
the figure was 39 per cent. More than half (57 per cent according to published data,

53 per cent according to Council’s corrected data) of indicators are below the median
for district councils. More recent information provided by the Council shows that as at
November 2008 69 per cent of monthly reported indicators had improved over the
same period in 2007. There are signs that the Council is making progress in improving
services, although Northampton residents continue to receive services which are of
relatively poorer quality than other areas.

An external inspection of environment services in May 2008 assessed the service as
‘fair’ with ‘uncertain prospects for improvement’. While recycling levels were high and
the streets clean, customer focus was not well-developed and residents’ satisfaction
was poor. A review of the Council by the Improvement and Development Agency
(IDeA) in October 2008 concluded that the capacity and leadership is now in place to
address traditionally poor performance and that improvement is already evident in
some service areas. It also highlighted significant improvements in financial and
performance management and a more positive culture throughout the Council.

Partnership working has improved significantly. The Council is taking a proactive
approach to working with partners, such as hosting the joint planning unit and the
shared procurement service and preparing the local development framework for West
Northamptonshire. There is strong partnership working with the police, with the co-
location of staff and the introduction of task groups to address specific crime types.
Effective partnership working increases the Council’s capacity to achieve its priorities.

The Council is making progress in ensuring services are accessible and responsive to
all sections of the community. It has achieved level 2 of the equality standard for local
government and is working towards level 3. Equality impact assessments have been
completed and are being used to ensure that service plans for 2009/10 address
equality and access issues. There are six community forums which reflect the six
equality strands and the Council uses these to engage and consult with community
groups, for example, using the disabled people’s forum to assess the accessibility of
local leisure and shopping services. Although there are examples of some services
engaging with users, such as a tenants’ panel, leisure user groups and friends groups
in parks, this is not consistent. The Council has produced a community engagement
strategy but has yet to embed a corporate approach to community engagement.



In the 2008 Use of Resources assessment value for money (VFM) has been rated as
adequate overall. The extent to which the Council achieves VFM is assessed as
adequate, reflecting the mixed levels of service performance and costs. However, the
processes to improve VFM have improved considerably. The Council is about to
undertake a major programme of service reviews to establish more effective and
efficient ways of delivering services including the transfer of services to the private or
voluntary sector where appropriate. Managers are required to compare the cost and
performance of services against other councils and identify how this will be improved in
service plans for 2009/10. The Council is putting the foundations in place to ensure
that services provide better value for money for local people.

The Council has strengthened its plans for improving. There is good linkage between
the sustainable communities strategy, the Council’s corporate plan and service plans.
This provides a clear framework to plan services and resources to address local
priorities. Performance management arrangements have improved and enable the
Council to monitor progress against targets. The Council has increased the frequency
of performance reporting by introducing monthly corporate performance reviews. There
is a general improvement in service performance, as evidenced by 69 per cent of
monthly reported indicators improving over the same period last year. Additionally,
housing and planning — the two remaining services that were subject to government
monitoring — have been released from monitoring as a reflection of improved
performance. The Council has therefore achieved progress in improving some poorly
performing services.

The Council’s capacity has improved. A full corporate management team is now in
place which has greatly enhanced the capacity to address the challenges that the
Council faces. Senior councillors have remarked that the quality of advice and support
available to them has increased significantly. There is a clear commitment and sense
of direction amongst councillors and managers to drive improvement and to abandon
the legacy of a poorly performing council. The proposed three-year programme of
strategic business reviews of all services has recently been condensed to two years
which reflects the commitment and ambition of the Council to improve services.
However, skills in areas such as project management and procurement will need to be
enhanced to ensure that this programme is delivered effectively.



Financial capacity presents a risk to improvement. The Council is projecting a budget
deficit of £7.2 million for 2009/10 and has identified savings equivalent to 20 per cent
of its budget to address this. These savings are designed to have minimum impact on
frontline services although it will present a challenge to the Council’s capacity to deliver
its improvement agenda as the changes will have to be delivered against a
background of diminishing resources. Despite this challenge the Council has approved
a balanced budget for 2009/10 which includes a £1 million fund that has been
earmarked for the improvement agenda. Job evaluation and the implementation of
Single Status has yet to be completed, and the Council is working towards a target
date of 1 April 2010. The financial impact of this is not yet known and will need to be
factored into financial plans. Levels of sickness absence match the worst performing
councils and have been deteriorating. Arrangements have been introduced to manage
sickness absence more effectively but they have yet to demonstrate an impact. The
Council faces significant challenges to its capacity to deliver improvement.

The Council is redrafting its improvement plan to incorporate the recommendations of
the IDeA review and also to set a schedule for the strategic business reviews. This
presents an opportunity for the Council to set a challenging and comprehensive
framework for improvement and a means to monitor that milestones and targets are
achieved.

In May 2008 we reported that Northampton Borough Council provides 'fair'
environmental services which have uncertain prospects for improvement. The
inspection found that:

the Council provided a satisfactory level of service overall. It has an extensive
range of recycling facilities which includes bring sites and kerbside collections for
paper, cardboard, cans and plastics. It has introduced a trial kerbside collection of
glass. Recycling levels are high and have increased over the last three years. Most
of the streets of Northampton were clean with a low level of litter. However,
residents' satisfaction with the waste collection service and street cleanliness was
low;

the Council was working successfully to reduce carbon emissions. The Upton
development has won two environmental sustainability awards. The Council has
reduced domestic energy consumption through energy efficiency and insulation
grants. It is working with the Carbon Trust to reduce its own carbon footprint and
has set challenging targets for this;

customer focus was not well developed. The Council does not communicate
effectively with all residents about the service. It has not effectively addressed
residents' concerns about replacing bins and recycling boxes after collection. It has
not systematically assessed the needs of diverse communities and groups to
effectively address their needs;

the lack of a strategic approach to delivering this service within an overall vision for
the Council. The Council was unable to demonstrate that all elements of this
service are providing value for money;



improvement was not consistent across all elements of this service. Satisfaction
with waste collection fell substantially in the national survey of 2006, while
satisfaction with street cleaning and recycling improved. The rate of improvement
on national performance indicators was below average in 2006/07 compared to
other district councils. The approach was uncoordinated rather than strategic.
Plans did not address all residents' concerns or the Council’s priorities, and would
not directly lead to improvements that residents will notice in the short-term; and

there was a clear commitment to improve the service, with a new structure being
introduced to achieve this, although this is likely to impair the Council’s ability to
improve in the short-term. The lack of capacity in corporate support services such
as legal services and human resources also limited service delivery and
improvement.



On 30 September 2008, KPMG issued unqualified opinions on the Authority’s 2007/08
accounts and on the Authority’s use of resources. KPMG also issued its certificate,
confirming they completed all work required for the 2007/08 financial year under their
statutory responsibilities.

The Authority has improved its accounts production processes this year, including
improving the quality of working papers. Whilst the audit was nonetheless challenging,
the improvements made enabled KPMG to issue their opinion by the end of September
as planned. For the 2006/07 financial year KPMG were not able to issue their opinion
until 18 October 2007.

KPMG reported in detail on the issues faced during the accounts audit in their ISA 260
report. This report contained recommendations as to how these issues should be
addressed. For 2008/09 KPMG will review the actions taken by the Authority to
implement these recommendations. In particular, the Authority needs to:

ensure that working papers are available at the start of the audit and meet our
requirements; and

review its bank reconciliation methodology.

In addition KPMG will work with officers to consider new accounting requirements at an
early stage and to help further improve the closedown and audit processes.

The findings of the auditor are an important component of the CPA framework
described above. In particular the Use of Resources score is derived from the
assessments made by the auditor in the following areas.

Financial reporting (including the preparation of the accounts of the Council and
the way these are presented to the public).

Financial management (including how the financial management is integrated with
strategy to support council priorities).

Financial standing (including the strength of the Council's financial position).

Internal control (including how effectively the Council maintains proper stewardship
and control of its finances).

Value for money (including an assessment of how well the Council balances the
costs and quality of its services).



For the purposes of the CPA KPMG assessed the Council’s arrangements for use of
resources in these five areas as follows.

Element Assessment
Financial reporting 1 out of 4
Financial management 3 out of 4
Financial standing 2 out of 4
Internal control 2 out of 4
Value for money 2 out of 4
Overall assessment of the Audit Commission 2 out of 4

The Authority has made significant progress across most areas of the assessment,
with scores increasing in the maijority of areas of the assessment, and some areas
increasing through two score categories. This reflects the arrangements which have
been put in place over the past 12 to 18 months which are now becoming more fully
embedded. Particularly notable achievements include progress in reviewing
performance and value for money, with a score increase from 1 to 3 on KLOE 5.2, and
improvements to procedures for budget setting and monitoring, which have enabled
the scores on both KLOEs 2.1 and 2.2 to increase to 3.

Nonetheless, there remain further opportunities to improve, and KPMG made
recommendations as to the main actions needed.

Alongside KPMG's opinion on the accounts, they are required to issue a conclusion on
the Authority’s use of resources, which sets out whether the arrangements in place
meet minimum requirements across 12 criteria specified by the Audit Commission. In
2007, KPMG assessed that eight of these criteria were not achieved. However, due to
the significance of the progress made, KPMG assessed that the Authority met all

12 criteria in 2007/08.

KPMG concluded their review of the Authority’s arrangements for data quality in
management information in November and included a review of two Best Value
Performance Indicators (BVPIs). They concluded that arrangements for data quality
are good and that the two indicators tested, which measure timeliness of processing
new benefits claims and changes to a benefit claimant’s circumstances, were fairly
stated.



The public service inspectorates have developed a new performance assessment
framework, the Comprehensive Area Assessment (CAA). CAA will provide the first
holistic independent assessment of the prospects for local areas and the quality of life
for people living there. It will put the experience of citizens, people who use services
and local tax payers at the centre of the new local assessment framework, with a
particular focus on the needs of those whose circumstances make them vulnerable. It
will recognise the importance of effective local partnership working, the enhanced role
of Sustainable Communities Strategies and Local Area Agreements and the
importance of councils in leading and shaping the communities they serve.

CAA will result in reduced levels of inspection and better coordination of inspection
activity. The key components of CAA will be a joint inspectorate area assessment and
reporting performance on the new national indicator set, together with an
organisational assessment which will combine the external auditor’'s assessment of
value for money in the use of resources with a joint inspectorate assessment of service
performance.

The first results of our work on CAA will be published in the autumn of 2009. This will
include the performance data from 2008/09, the first year of the new National Indicator
Set and key aspects of each area's Local Area Agreement.



Closing remarks

Closing remarks

36 The contents of this letter has been discussed and agreed with the Chief Executive. A
copy of the letter will be presented to members at a date to be confirmed.

37 Further detailed findings, conclusions and recommendations on the areas covered by
audit and inspection work are included in the reports issued to the Council during the
year.

Table 2 Reports issued

Report Date of issue
Audit and inspection plan March 2007
Report to those charged with governance September 2008
Opinion on financial statements September 2008
Value for money conclusion September 2008
Environment (Waste Management, Street Scene and May 2008
Sustainability) inspection report

Annual audit and inspection letter March 2009

38 The Council has taken a positive and constructive approach to audit and inspection
work, and | wish to thank the Council's staff for their support and cooperation during
the audit.

Availability of this letter

39 This letter will be published on the Audit Commission’s website at
www.audit-commission.gov.uk, and also on the Council’s website.

Nigel Toms
Comprehensive Area Assessment Lead

March 2009
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The Audit Commission

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

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

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

Copies of this report

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

© Audit Commission 2009

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

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

www.audit-commission.gov.uk
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AGENDA STATUS: Public
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Key Decision: No
Listed on Forward Plan: Yes
Within Policy: Yes
Policy Document: No
Directorate: Housing
Accountable Cabinet Member: Councillor Sally Beardsworth
Ward(s) N/A
1. Purpose

1.1 To advise Audit Committee of the final report on the rents audit.

2. Recommendations

2.1 That Audit Committee notes progress and reviews the consultants report when it
is received.

3. Issues and Choices

3.1 Report Background

3.1.1 Attached at appendix A is the internal audit final report of the housing rents
review 2008/9.

3.1.2 The responsible officers for implementing the recommendations within the new

housing directorate are: the Housing Services Manager (rent collection and
arrears recovery); the Housing Solutions Manager (voids performance) and,
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the Team Leader, Housing Technical Systems and Rent Accounting (self
explanatory).

3.1.3 It should be noted that performance on voids and rent collection in the financial
year 2008/9 was the best for more than 5 years. Void turn-around times (from
vacation to re-letting) reduced to 29 days on average for the year, down from
34 days the previous year (2007/8) and 71 the year before (2006/7).

3.1.4 The amount of rent owing at the year end was also the lowest for more than

five years at about £1.35 million compared to £1.8 million for 2007/8. Although
rent collection figures remained in the bottom quartile for the year,
performance is on programme to move out of that bottom quartile in 2009/10.
The reduction of £450,000 in debt carried forward, largely due to better arrears
recovery and writing off about £58,000 in unrecoverable arrears on current
accounts for tenants on full housing benefit, is worth about 1% in improved
performance.
Performance reporting rules around BVPI 66a require the full amount of rent
due for year, plus any arrears carried forward, to be used as the basis of the
collection performance. Therefore, the smaller the amount carried forward, the
better the performance figures will be.

3.2 Issues

N/A

3.3 Choices (Options)

N/A

4. Implications (including financial implications)

4.1 Policy
None

4.2 Resources and Risk
Collection of rents and letting of voids are two critical areas of income
maximisation for the housing service and remain key priorities for 2009/10.

4.3 Legal
None
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4.4 Equality
N/A

4.5 Consultees (Internal and External)
As indicated on the report.

4.6 How the Proposals deliver Priority Outcomes
Moving all performance indicators out of the bottom quartile is a key aim for
2009/10 and will assist in delivering the Housing Service Improvement Plan
2008-10

4.7 Other Implications
N/A

5. Background Papers

5.1 Housing rents review report (appendix A)

Brian Queen
Interim Housing advisor
Ext 7174
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Appendix A
Housing Rents Review
Internal Audit Report Final

April 2009
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Government and Public Sector
Internal Audit Services

Northampton Borough Council
Internal Audit Report 2008-09
Housing Rents Review

Report No. 08 _09 NBC 10 — Final Report

Assurance rating this review No Assurance

Assurance rating previous review Limited Assurance

Distribution List

Tim Ansell — Housing Services Manager

Phillip Ralph — Rent Income Team Leader

Julie Petrie — Quality and Systems Manager (Housing)
Lesley Wearing — Director of Housing

Brian Queen — Interim Housing Advisor

Isabell Procter — Director of Finance and Support
Gavin Chambers — Head of Finance

Phillip Morrison — Finance Manager

Councillor Perkins — Chair of Audit Committee
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Background and scope

Introduction
The Housing Rents Review was undertaken as part of the 2008/09 Internal Audit plan agreed by the Audit
Committee.

This report has been prepared solely for Northampton Borough Council in accordance with the terms and
conditions set out in our contract dated 1° January 2007. We do not accept or assume any liability or
duty of care for any other purpose or to any other party. This report should not be disclosed to any third
party, quoted or referred to without our prior written consent.

Background

This report is intended to inform management of the results of our review of Housing Rents. This review
has been undertaken as part of the Core Financial Systems audit work included within the 2008/09
Internal Audit Plan. This report reflects our findings over the controls and processes in place as at the
time of our internal audit fieldwork which took place during November and December 2008.

The IBS Housing Rents System was implemented in October 2007 replacing the IHSL system. A
separate review was carried out on the implementation of this system in the prior year.

At the time of our review Housing Rents was in the early stages of a restructuring exercise which will

bring together the tenancy and rents officers together into one team. This is expected to increase the
efficiency of the housing rents function.

Approach and scope
Approach
Our work is designed to comply with Government Internal Audit Standards [GIAS] and the CIPFA Code.

Scope

In accordance with our Terms of Reference (Appendix 1), agreed with the Head of Finance and Interim
Housing Services Manager, we undertook a limited scope audit of Housing Rents .

This limited scope audit involved a review of the design of the key controls together with detailed testing
to determine whether the controls are operating in practice.

Limitations of scope

The scope of our work was limited to those areas identified in the terms of reference.
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Staff involved in this review

We would like to thank all client staff involved in this review for their co-operation and assistance.

Name of client staff

Tim Ansell — Interim Housing Services Manager
Phillip Ralph — Rent Income Team Leader

Matthew Arnold — Northgate Kendrick Ash

Julie Petrie — Quality & Systems Manager (Housing)

Philip Morrison — Finance Manager

Lesley Wearing — Director of Housing
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Our opinion and assurance
statement

Introduction

This report summarises the findings of our review of Housing Rents.

Each of the issues identified has been categorised according to risk as follows:

Risk rating ‘ Assessment rationale

o0 Control weakness that could have a significant impact upon, not only the system, function or process
objectives but also the achievement of the Authority’s objectives in relation to:
Critical - .
o the efficient and effective use of resources
o the safeguarding of assets
e the preparation of reliable financial and operational information
e compliance with laws and regulations.
o Control weakness that has or is likely to have a significant impact upon the achievement of key
system, function or process objectives.
High . . _ . .
9 This weakness, whilst high impact for the system, function or process does not have a significant
impact on the achievement of the overall Authority objectives.
Control weakness that:
Medium e has a low impact on the achievement of the key system, function or process objectives; and/or
e has exposed the system, function or process to a key risk, however the likelihood of this risk
occurring is low.
Control weakness that does not impact upon the achievement of key system, function or process
objectives; however implementation of the recommendation would improve overall control.
Low

April 2009
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Summary of Findings

Our detailed findings and recommendations are set out in the findings and recommendations section of
this report. The table below summarises the number of findings raised and the priority rating assigned.

Risk Rating | Number of findings

Critical 0

High 5

Medium 8

Low 1

Total 14
Opinion

We are required to provide an opinion on the adequacy and effectiveness of internal control in relation to
the area under review. Our opinion is based on the work performed as set out in the agreed terms of
reference and is subject to the inherent limitations set out in the limitations and responsibilities section of
this report. We also provide an assurance statement for the area under review.

Design of the controls under review

We identified 6 weaknesses in the design of controls in relation to the Housing Rents system, 1 of which
has been assessed as high risk. In our opinion this control weakness is likely to have a significant impact
on the achievement of the key objectives of the Housing Rents system.

Operation of the controls under review

We identified 8 instances where the controls were not operating as designed in practice at the time of our
audit. 4 of these control weaknesses have been assessed as high risk. Based upon the sample testing
performed, in our opinion these control weaknesses are likely to have a significant impact on the
achievement of the key objectives of Housing Rents system.

Value for Money

During our review we did not identify any specific value for money issues.

Assurance statement

No Assurance

There are weaknesses in the design and/or operation of controls which in aggregate could have a
significant impact on the achievement of key system, function or process objectives and may put at risk
the achievement of organisation objectives.

It is appreciated that there is a restructuring of departments currently underway. Plans have been made

to bring together tenancy and housing rents officers into one team. This should help to improve service
delivery and address some of the weaknesses raised.
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Follow-up

The table below summarises the recommendations made during our 2007/08 review of Housing Rents
and their current status. Action has been taken by management to address the weaknesses raised and
over half of these weaknesses have since been addressed.

Risk Rating Number of findings Implemented or no longer  Outstanding or partially
relevant implemented

Critical 0 N/a N/a

High 3 2 1

Medium 9 4 5

Low 4 4 0

Total 16 10 6

Where issues have been identified as outstanding these have been raised once again in the main body of
the report and a revised management response requested.

As a minimum a follow-up review of all the agreed actions should be undertaken as part of the 2009/10
internal audit plan. In addition, consideration should be given to undertaking a follow-up review prior to
year-end to assess progress being made.

Detailed findings and recommendations

Our detailed findings and recommendations are set out in the findings and recommendations section of
this report. Management responses are included which identify actions to be taken, responsibility and
timeframe.
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Report No. 08_09 NBC 10

Limitations and responsibilities

Limitations inherent to the internal auditor’s work

We have undertaken the review of Housing Rents, subject to the following limitations.

Internal control

Internal control, no matter how well designed and operated, can provide only reasonable and not
absolute assurance regarding achievement of an organisation's objectives. The likelihood of achievement
is affected by limitations inherent in all internal control systems. These include the possibility of poor
judgement in decision-making, human error, control processes being deliberately circumvented by
employees and others, management overriding controls and the occurrence of unforeseeable
circumstances.

Future periods

The assessment of controls relating to Housing Rents is that historic evaluation of effectiveness is not
relevant to future periods due to the risk that:

¢ the design of controls may become inadequate because of changes in operating environment, law,
regulation or other; or

o the degree of compliance with policies and procedures may deteriorate.

Responsibilities of management and internal auditors

It is management’s responsibility to develop and maintain sound systems of risk management, internal
control and governance and for the prevention and detection of irregularities and fraud. Internal audit
work should not be seen as a substitute for management’s responsibilities for the design and operation of
these systems.

We shall endeavour to plan our work so that we have a reasonable expectation of detecting significant
control weaknesses and, if detected, we shall carry out additional work directed towards identification of
consequent fraud or other irregularities. However, internal audit procedures alone, even when carried out
with due professional care, do not guarantee that fraud will be detected.

Accordingly, our examinations as internal auditors should not be relied upon solely to disclose fraud,

defalcations or other irregularities which may exist, unless we are requested to carry out a special
investigation for such activities in a particular area.

April 2009 6 PricewaterhouseCoopers LLP



d17 siedoonasnoylaiemastid / 6002 udy
‘sasod.ind juswabeuew
1o} pue jipne
10} Wa)sAs ay} uo pallels
sJasn uaym Buijielap
paonpo.d aq 0} suodal
a|geus 0} wajsAs ay)
"1senbal juswaoueyua ‘|leJ} Jpne ue Jo 3oe| e si a1ay) Buiuesw
0] pappe aq ued uonouNy
ue se Jalddns aiemyos s} Joujeum sianddns wa)sAs ay) 0} Ssad0e pajuelb alam s|enpiAlpul
ay} yum pabboj usaq sey siyl 0IENJOS BU) UM uaym Ajinuapl o} Aem ou si a1y} Ajusnbasqgng Ajoreudoiddeur
800z Jaqwiadag MO
"0} Ul ajebiysanul pjnoys wes | ‘Wa)sAs ay) 0} pappe alem siasn pasn pue dn jas
al|d alne | payoo| aq ||Im Siy}) pue paaiby poddng |eoluyos] eyl M3U Uaym 8)ep 8y} pJooal Jou Saop WalsAs Sg|ayl | aJe sjunodoe Jasn L
ubisaq |043uo)

alep uoneyuswajdwi

9 9|qisuodsal JadI0 asuodsal juswabeuel sSuollepUBWIWOIDY punoj ssauyeam [0JjJu0D 3SiY ouoadg

suoljepuawwodal pue sbuipui4

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d1 w‘_maoonuwwjortwgm\swotn_ 3 6002 __LQ<
‘fanb
siy) Buimoj|o) pawuiyeas pue
}091109 S 900¢ 41290120 Uloc
uo way) Ag Ajjew.o} pawiuoo
pue ‘uoissiwwo) Jipny
3y} Yum payoayo sem Aoueus)
J0} subis Jueus) ajep se
poliad pus ploA ay} Bunejnojes
10} pasn walsAs ay |
‘Buisue
sanss| ssad00.d ay) ssalppe
0] paysl|gelss usaq sey
e Ucmmw._m_w,c%&m>9%“wwo_p_ﬂw ‘sonoidul ‘payodal
g wol .mw_M_m_wOo:mw_ mmm_ e Souewopad J3un Japun aq Ajlenyoe Aew spouad pIoA jo mcobmt e
o MM::.:O <) _\.s wcoﬂ_vmm SPIOA JBAO SjuBuISbUE.IE vm mo_nc___co_umc_mem Um_._c_ cc. .EuFm me _ “: csnw
1 paje| 1 aq ||! I Buuoyuow Buisesioul pajedipul uoneul [eniul uy 1SAS G4l /ay}
‘dnolg Juswanoidw) plop o1 USAIB 54 OSIE salep pus pue uejs Aoueus) 8y} WOJ) JUBISYIP Slam
yum pjay si bunasw Apjoam y no muco_ m._o ﬁ_umco_ 9say) Jey} pajeolpul ‘spuodal pioA ay) uo saniadoud
pinoy elepisuog 10 s8)ep pua pue uels ay) Buimainal papnijoul
‘Buinoidwi mou
‘poriad yoiym ‘yuswabeuew yjm suonebisaaul Jayun4g
s| @ouewlopad pue pajedionue
pioA ayy buiuoddns
sem siy| ‘wajsAs snoinaid shep G/'p¢ 1900100 e ‘spouad
ejep BulAjlepun ayy
8y} Japun ajedo||e 0} Jnoup ploA Jabuoj
10 Ajljigelal pue Aoeinooe shep Gz'sp Joquiaydeg e
Buiaq Ja)e 19| Buiaq saiadoud 0} anp awodul
ajelpawiwil 8y} JO MalAal e apnjoul
Adwa wusl-buo| |jesanss sAep 9z'ze isnbny e | |elual Ul uononpay
pue aouewuopad SpIOA
Jebeuepy ul paynsal (1g9) sbume
suonNios Buisno osBa 5510 6 Uounel Ul UoleIoUd)ap By} IO} 6i :shep gL g sem pouad pioa abelane ‘pauodal Japun
injos buisnoH pesed soloud oy 18Ul suoseal ay} ajebisanul 4YOHH ay) uaym g0z aunr aouls Ajuesiiubis pasealoul aq p|nod pouiad
MG ue| paalby pInoys [1ouno) ayl ® pey spolad pIoA Jeyl malaal ay) Bulinp pajou sem }| pioA abelany Z

alep uonejuswadwi

9 9|qisuodsal Js210

asuodsal juswabeuely

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

SUOIEPUSWILIODSY

puUNOJ SSBUYEaM [0U0D

sty oyioads




d1 w‘_maoonuwwjoc‘_wum\swo_‘_n_ 6 6002 __LQ<
‘apew
usaq aney sjuswAhed
1091109 jey} ainsua
0] pamalnal ag p|noys
(yunowe Aiejsuow pue *Sjudy BuiSnoH Jo malaal
abejusoiad jos e "6°9) 80/200¢ Ano Buunp pasiel os|e sem anssi siy |
ploysaiyy psjeubisep )
‘pauiluapl aq pjnom e Jano asoy] ‘spolad sbugsod Jo
soouelleA able| se ysil ay) usamiaq sjuswAed ui SpuswAed joaL00UI Ajjuspu! 0} pasn 89 PINCO 8S3Y L
sajebiiw sy siseq Ajyiuow S9oUBLIBA MOYS 0] SISeq ‘spouad usamiaq ‘paynuspl Aisea
800¢ JeqwisdeQ B U0 PaJo}IuoW aJe Sjunoooe AJyjuow e uo unJ aq wnips awooul [Blual Ul seoueleA [enuslod Amuspl o) | jou ase sbunsod uo
[[losuy Wi asuadsns se 1nq ‘poalby | pjnoys suodas uondeoxy uoI}198s awooul Jual Aq unlt ase spodal uondaoxe oN | sjuswAed 1081100U| ¥
‘siseq Ajyjuow e uo aosueuly
pue Buisnoy Aq pamainal
Ajpuiol ase sjunoooe asuadsns
ay} Juasald 1y ‘paidde
8q 0] S924N0Sal pajeodIpap ‘000213 Sem g00Z JoqWIBAON €| 1e
8|geua [|IM 8JN1oNJ}s mau -s1seq se sjunoooe Buipjoy 884y} 8y} Uo aduejeq |ejo} ay |
o MMMOW\”MM H__MH%MMWMMH JeinBal e uo pales|o wnipe 'siseq | "Ajjoaliod pajeoo|e
800¢ JeqwisdeQ ‘ pue pamalnal 8q p|noys : Je|nBal e uo pales|d pue pamairal Buiaq jou ale pue painuspl
[[osuy Wi ‘pasiby sjunoooe asuadsng sjuay BuisnoH Joj syunodoe asuadsns ay) Ajjuaiuing | aq jou Aew sawoou| e

alep uonejuswadwi

9 9|qisuodsal Js210

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

asuodsal juswabeuely

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

SUOIEPUSWILIODSY

puUNOJ SSBUYEaM [0U0D

sty oyioads




d17 siedoonasnoylaiemastid oL 6002 udy
‘ssalppe Buipiemioy
Oou Yum sjunoooe inb uo
paulejuo sl 000‘0L 3 JO sseoxa
ul siu} JO "000°GH3 Bulleo) 'sjuay BuisnoH jo malaal
S9SEO g/ Je pue}s Mou pue 80/200Z Ano Buunp pasiel os|e sem anss| Siy|
siseq Apjoam B uo pamalnal ) .
Usoq SABY 9SOU) JOqUIS08( 000°G.3 Aj@rewixoidde Buijeio) Junodoe ynb ayy
10 ¥0OM 1511 OU) SIS -ueNE) SUONOE BUIIEIep UO S8sed JIpald ZGG alam alay) Jipne Jo awil ay} Iy
pauiejal 8wo2jno ‘usyej uoloe
‘pamainal
8y} Jo plooal e pue siseq 8y} 8)ed1pul 0} pajejouue Jou ale asay) ‘paonpo.d ‘pajendoiddesiw
800z Jaqwiadag u2a(g MOU daABY 8SaY | wnipay
Je|nBal e uo pamainal ale spodal IS|IYM\ ‘PamalAal Ble sjunodde jinb uo aq p|noo
[lesuy Wi ‘paaiby aq p|noys Sjunoode 3N saoue|eq }Ipalo jey} ajepljeA o} a|qissod Jou sem } saoue|eq }Ipai)
(6002
yole L€ woly) wes) sjejual
pajedlpap sy} 0} SAOW |[Im
AJjigisuodsal siy) ainonuisal
1sod 1nq jusweabeueyy Buisnoy
ul si1apes| Wwea) Aq panladal
8q [|IIM sIy} wus)y Joys ayy uj
‘siseq
Ay@am e uo syjuswisnipe
|enuew ||e suodal jeyy "4yons Se paouapINe
padojanap uaaq sey podal pue ssauajgeuoseal
pajelauab gg| ue panladal 10} pamalinal
yoeqgpaay ay} Jo 1ybi| uj aQ p|noys sjuswpuswe
"Japea wea) e Aqg siseq Il “siunoaoe *Sjudy BuiSNoH JOo malaal
Alyuow e uo bocm_w‘_o«c.:onu Jusl 0} sjusUIpuswe 80/200¢ Ano Buunp pasiel om_m.mmg anssi| m._:._.
' 1yb1ybiy 0y weisAs ; : o ‘g)elidosddeul
s! siy} pue syuawisnlpe |e jo .
800z Joquiooeq | 1day s11s1l [enUew e ussaid 1y Sg| 8y} wouy pajessuab wnipe Sjunoooe jual J0 108.1400Ul
aq pJnoys suodal 0} apew sjuswpuawe Buisojosip spodas uondaoxe ag Aew syunoooe
[losuy Wi paalby uondeoxa olpoliad aonpoud Ajpunnol Jou op s19o1O Hoddng Aoueus] | jual 0} sjuswysnipy

alep uonejuswadwi
9 9|qisuodsal Js210

asuodsal juswabeuely

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

SUOIEPUSWILIODSY

puUNOJ SSBUYEaM [0U0D

sty oyioads




d171 siedoopasnoyieyemasiid Ll

6002 IHdy

‘gles Anq o} 1ybu ay
10 uonajdwod o} Joud pred aq
"anssi siy} pINoys siealle a8y} aSeo ay}

6002 |udy | UlIM |eap 0} @dueul pue | si siy} 4| "sieale Jo adA} Jayjo
JoBeuRy SWoysAS saolIAles [eba] yum paalbe h Aue Jo jual ‘}gep Aipuns .
UsWwaRoIdW| uaaq sey ainpasold XE) |IDUN0D SBY |enpIAIpUI [IDUNOD BY} YIM slealle
83 Mau e pJsemio} Bulos 8} JaY}aym WIUoD pinoys xe] [1ounod pey Auadoud ayy Buiseyaind [enpiaipul
aouewlopad wnipa
'60/800¢ Buunp paje|dwod | |1ouno) ay) sajes Ang 0y Jybu ay} Jaylaym ayeaipul Jou pip pjay pJooas Ang o} Jybu
JaWILOW ue| aJam sAng 0} ybu 6 AluQ 10 uona|dwod sy} 0} Jold ay} ‘paysa) sojes Apadoud Ang 03 3ybu ¢ o Ino | 104

‘suona|dwod

Anqg 03 1y6u 0}

Joud pawlopad ale
S308Y9 JusIoINSUI
JI sieasle predun
10 )Sl pasealou|

L

alep uoneuswadwi
9 o|qisuodsal JeolO |  esuodsal Juswabeuep SUOIEPUSWILLIODSY puUNO} SSBUYEOM [0U0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

SSaUdAI}odYe Bunesado

Ysiy oyioads

E2s|




d17 siedoonasnoylaiemastid Zl 6002 [udy
‘pawopad
SEM UOIJBI[10U0D8l Y|Ng JBYJoUE ‘O YoM 1y
‘passalppe buiaq si siy| “paliouooal
(Buises) 101085 m.um>__m vcm Apuanbasqgns alam asay) ‘Janamoy ‘uoljiw €013
JBAO0 JO s)ipald Buljiouooal abie| ul paynsal yoiym
uoepouIwioooe Aleiodwisy 9aM e pawloyad sem uoljel|iouodal N
B-a) Jeok Ul Sg| O} ‘siseq 0cH jep H el AINg v
pappe suoljouny [euolippe Ajdwiy e uo panjosal uay “1eak |ejpueuly JusuINd
"J19A0 Jybnouq
ay) Joj Ajslelpawiwl | ale yoiym saiouedalssip Aue 8y} JO 0Z pue | s)yoam usamiaq Jabpa| |elauab ay)
8q ued ggd| 03 pappe ‘ ‘
dn jas jou sem Buipo) Ajnuapi o} Japlo ul ‘Ajyjuow 0] pa|IDu0oal JoU Sem WB)SAS Sg| 8yl ‘uonippe uj
suopouny jeuolippe ay} ‘
10 Apjoam Jayiie ‘siseq
alnsua 0} 9oe(d ul 8q 0} ‘(swousq "800 4290300 9z Buipus
olpouad e uo pawiopsad
Buipoo |[e 10} 6002/2/02 Buisnoy ‘yseo "6s) 50 DINOUS SUOHEIIDUOSS 398M 10} INO paled usad JaA Jou pey siajsuel) ejep
a)jep uopejuswaldw) | Suolelouod8l sjeledss o) 4 Pinoy Hell o 800¢ J8qWIBAON /| 8y} uo Jipne jo swl sy} je sy
109[gns pue swa)sAs Jopasy ‘wa)sAs ossalby ay)
"0} paje|al ejep ayl Yolym O} Syaam ay} Jaye yjuow
92I1AIBS BY) Woly saoeuajul | 0} pajsod Ajny aq o} eyep sq| "106p9|
B UBY} 80w N0 palIed alam go0z 1990100 pue
‘pawlopad eIA 0ssalby ul ale 1ng a|geus 0} 9|qissod se uoos . ay} uo sainbyy syual
Jaquiaydag Joy} siajsuel) elep pauueld ‘@iowiayuny
aq 0] suonelIouooal | Sg| Woly padepsiul jou ale se o0ssalby uiyyum dn jos Buisnoy sjeinooeu|
pue saoepalul Apjeam Jey} siyouaq Buisnoy pue Qg p|NoYs Sapod uaIIYNS *800Z dunr Buunp 1no palIed a19M Sidjsuel) ejep DOAI0SS) 10U
Buiobuo Joy 600z/p/L | SluswAed o) pajejas s)pald 15 asay] ‘800z Ae\ pue |udy Buunp swalsAs om) ay) ) own _bo?._u co&uo\s
ajep uonejuswadw] | weQL3 8y jo Auolew sy Apjoem e uo Umcto.toa . uaamjaq pallajsuel) Buiag Jou sem ejep ‘JoAMOH T DINCO YOIUM
‘uonajdwod aQ p|noys Jajsuel) eyep 4oH ‘siseq A]pj@am e uo 1no palled 8q 0} anp ale sJould payuspiun
uostuop dijiug | Bunesu sixiom mairal 8y J9bpaT |essusn/sg| ayL ® 186pa| |elouab ay) pue gg| usamiaq siajsuel) eleq 10 Sl pasealou| 8

alep uonejuswadwi

9 9|qisuodsal Js210

asuodsal juswabeuep

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

SUOIEPUSWILIODSY

puUNO} SSBUYEOM [0U0D

sty oyioads




d1 w‘_maoonuwwjortwum\swotn_ ¢l 6002 __LQ<

196181 mojaq |[11s SI INq MalAal s Jeak snoinaid woly
Apueouiubis panoidwi sey aouewuopad siealie Juay
%05/ 1oBue) [enuuy
%E2Z'6 8002 Joquaydag e souewlopad aAenwNg
Q99 IdAg
"Jeak ay} Jo yels
‘ajelidoidde ay) Je adueleq slealie piemioy Jybnouq abie| ayy
pue juailns si aduewlopad Aq pajoaye si 9ouewlopad aAeINWND 8y] “yluow
uo juswabeuew ay} Buunp 9,/0°66 10 8kl UoI}99||02 e sjuasaidal
0} papinroid Buteq SIUL "pe)os||00 Buleq 29¢°661 ‘3 JO Junowe
uolewIojul 8y} Jaylaym ue YIM $88°gSZ ¥3 sem Jaquialdag doy anp jual ay|

JBpISU0D 0S|e p|noys [1DUnoD )
8y} a10jaJay) pue Ajjeulaixa %08’ L6 19018} [enuuy
payodal Jabuoj ou ale s|dAg %¥Y'S6
s1d 8002 Jequialdag je aouewuopad aAleInwWNY
asay) Jsuiebe aosuewuopad B99 [dAG

'600Z IMdy | wody ojienb Jiayy eroudwi djay }
wonoq ay} Jo 1no e99 |dAY 0} slealue pabe Ajueoyiubis 8007 49qUia}des 3 e soueliopd
el |[IM YoIym wGe: 1M J0 Aed 01 mojs ale 196.1e1 mojoq ale siealle ‘pasiwixew Jou si
600Z UOIEW L el M YdIym Wse' L3 y _ wnipsy log aie (999 1dAQ) P |

ydiey dijud

alep uonejuswadwi

S 01/600¢ Ol piemio}
pauled ainbiy pus Jesah sy

oym sjueus) esoy) 1ebie} 0}
aNuIIUOD PINOYS |12UN0Y 8Y |

jual pue (99 |dAg) uonda||0d Jual 0} uone|al
ul 8ouewlopad s,|1IoUnoD 8y} 1By} Pajou Sem }|

sjual Buisnoy woly
pa308)|00 aWooU| 6

9 9|qisuodsal Js210

asuodsal juswabeuep

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

SUOIEPUSWILIODSY

puUNO} SSBUYEOM [0U0D

sty oyioads




d17 siedoonasnoylaiemastid 14" 6002 [udy

"8JusiusAuodUl Jo pouad
wnwiulw 8y} pajayns
sjueus} jey} ainsus

0} s19o10 Aq pajajdwod
91oM SWIO) SBoUB)SUI
asay} u| ‘e2I1m) Juas BulAed
10948 Ul 8J8m pue SIaplo
Buipuess Jioy) pajjeoued
JOU pey Sjueus} Jo Jaquinu
B uaym ‘uononpoJiul

asa ayy Aq umoys ‘ARemAue passaooid
Se punjal e 1o} papiwgns udaq pey punjal ayj Inq Jamaliral ay} Aq Ajqissod
ale sjsanbai uajium jey} ‘pajolIo usaq pey asay) pue 913 Aq palayip |ejo}

aseo ay) sAemje jou si } puelb ay) pue |ejo} 8y} Jey) Pelou SeM ]| “pasLioyine

‘pasiioyine Ajsjeudoidde
uaa( Jou pey JayonoA punjal 8y} UOISBIJ0 8Uo UQ

"J9211J0 aq p|noys spunjal ||e pue
8002 J8qWs05(Q Joluas e Aq paubisiaiunod | jueus) ay) Aq 1senbal uaplm WnIpapy ‘'spunjal 8say} yum sanuenbaul Aue 10adsns 0} ‘uolnesuoyine
pue OS1 e Aq pasiel e Jo 1di1gdal uodn pajuelb uoseal ou s 818y} ‘JIaAamoy ‘aji} uo }sanbal jueus) | ajeudoidde Jnoyym
[lesuy Wi Apuaiino ale spunjal ||y aq Ajuo p|noys spunjay USJJLIM OU SBM 818y} Pa)sa} spunyal g JO JNO ¢ Jo4 | apew ale spunjoy ol

alep uonejuswadwi

9 o|qisuodsal JeolO |  esuodsal Juswabeuep SUOIEPUSWILIODSY puUNO} SSBUYEOM [0U0D ysiy onoadg

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d17 siedoonasnoylaiemastid Gl 6002 [udy

‘SelouBUS)
M8U UO pue sased
Jolew yjoq uo uoisiniedns
pue snooj Jayealb

a|geus (M 600Z YoJe ‘AIaA028l JO SNJe}S JualInd Jo8|al 0} siseq Ajawi
6002 YotelN LS L€ woly pajuswaldwi e uo pajepdn },Uusem JUNOJJe :Z0GG0/. @SeD) e
Buleq ainjonus-a1 sy

*Sjuay BuiSnoH Jo malnal
80/200Z Ano Buunp pasiel os|e sem anss| Siy]

pue ‘Buisealosp } usie siealle
"Ysu Atejauow ‘ssao0ud se sjuswabuelle JUBIDIYNSUI :QZLyHZ 9SeD e
Jamo| e Bunuasaid | ay} ul s18910 Jual 1o} Buluien
S9SeD 9soy) uo paoe|d | |euonippe 1o sased A1anodal
aq ued siseydwa Jayuny 10 mainal Jejnbas ybnouyy
sonosdwi uonisod siealle painsua aq p|noo siyl
3y} Sy "sso| jual Jueoiubis
1o ysu ybiy e yum sased

‘juelslem e ul Jnsal pjnom sjuswAed passiw jey)
Bune)s juswaaibe aydsap dn-pamojo) ussq
Jou aney sjuswAed passiw € :/8Y0L 9SED)

‘dn-pamoj|o} jou syuswAed

‘[In} Ul pue AjJualsIsuod . ;
passiw 118801/, VY0Z8E.L 1GZ8EC Sose) e

pajuswa|dwi Buleq "JJO USLIM
8s0y} Uo pasnooy Ajjuasind
ale sainpadoid Alanodal ‘pajou asam syuiod Buimoj|ol Ajuessaodsuun
Aj@reipswiw| S| Wea) awodu| Juay ayl ybiH
sJealie paalbe ay) 1ey) oy ‘uaye} sAemje 1ou sem uonoe ajelidosdde pue 9|qelaA02a.l
[lesuy Wi ‘paalby ainsua pjnoys |1ouno) ay | P Jey} pajou saseo siealle able| o¢ Jo Bunsa] | awooaq Aew jgaQ Ll

alep uonejuswadwi

9 o|qisuodsal JeolO |  esuodsal Juswabeuep SUOIEPUSWILIODSY puUNO} SSBUYEOM [0U0D ysiy onoadg

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d17 siedoonasnoylaiemastid 9l 6002 [udy
‘sdl yim
sjuawiysnipe |e jo yo ubis
Alepuodas pasuaindwod
10 Ayjiqissod ay) Buuojdxa
Ajjualind aie am uonippe
ul 1opes) wes) e Aq ‘Aj@leudouiddeul ‘ainpadoud
paubisiajunod aq ||im eyl
pasn Buiaq jou sI wajsAs ay) 10 alum |ewou ay} BuissedAq pue siealle
padojaAsp usagq mou sey
600z Aenuep alnsus 0} apew sjuawisnipe ay) yo Bunum AjaAioays ‘walsAs ayy uo palinbai
uodal uswisnlpe Apjeam
|le J0 maiaal e Bulonpoujul Buleq uonesiloyine Jnoyum juswisnipe jipalo
"'S9SBD 9say) J0 uonouny Juswisnipe [enuew e YjIm siealle 1es|d 0} Jaoiyo Aoueus) e 1oy
Jo} uonesuoyine Jaded JIpaJd 8y} 0} ssedoe a|qissod si 11 Jey) pajou osje sem )i Buisay ybnoay
ag Aew alay) pue asay) Buniwi Japisuod pjnoys wolsks
asuoyjne 0} Ssadoe aAey juswabeuew ‘uonippe u| }
ay} uo passadoid Buleq juswisnipe jipalo
Je)s Jo Jaquinu [jews Y
‘siseq Ajowiny e jenuew ay} pue Buipus Aoueus) ay) usamiaq
‘uonouny siyy aaey Ajuo uo pawuopad aie salpueus) S)9oM Q Jo Aejop B sem alayl aoueisul | uj e
sJao1y0 poddns Aoueua] | Jo suoleulwlS) ||e pue apew poidde
‘wesAs ay) uo paspuswe usag sey juswisnipe ue usaq pey }Ipalo e Aym Buljielap a1 >Mc._mcm opew
} U Uo pap Aym Buljielop wajsAs ay) uo 9 Ppeyup , lI€1ep a1y ) Buleq suonoesuel)
9Q Ued uoIdUN} JIPaID By} 3y} UO UOIBWIOJUI OU SEM 9J9Y) S8SBO Z U] *
uonebisanul aieipawiw| | Jayiaym ayeblisaaul [jIMm SN UOHBULIOJUIUSIOLNS PJOoS ybiH pestioyneun
A S : t slaoiyo Aoueus) (e j1ey) : :pajou aiam suondaoxa Buimojo) ay} sjuswsnipe pue ajendoiddeul
[losuy wi| [losuy wi| alnsua p|noys [1ouno) ayl ® JUNO22k 11pald [enuew G jo Bunsal ybnoay 10 Sl pasealou| rA)

alep uonejuswadwi
9 9|qisuodsal Js210

asuodsal juswabeuep

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

SUOIEPUSWILIODSY

puUNO} SSBUYEOM [0U0D

sty oyioads




d17 siedoonasnoylaiemastid Ll 6002 [udy

Juswabeuew

Aq pajebisanul

sjuswisnipe pue Ajaieipawiwl
pajuawa|dwi 8q pjnoys

SIY] "9 UolepuUsWWOo9al Ul
apew usaaq sey sjuswisnlpe
10 Mainal dlpoliad e
Buipiebal uonepuswwodal y

‘siseq
Ajwin e uo pue pouad aonou
yjuow auo e Y}lIm palas
aq p|noys }inb 0} sao1j0N

"90130U S,yjuow auo

u2aq aABY p|NOYS SIY} INQ ‘9)eOBA 0} SY9aM OM}
uey) sso| aAeb 1inb 0} @o1j0U By} 8SBO BUO U|  °
‘pasead
aq p|noys ajgel| Jou Sem oym
jueus} ay} jsuiebe suoloe
pUB SjJUNOJJ. 1081100 BY}
0] pajeoo|e ag pjnoys juay ‘wiy 03 Juas siana| Alanooal

: A\
‘siseq Ajawn e uo pawuopad pey osje jueus) siyL 'siy jusem Ajljiqel| sy
Se pa||iq A|}0a.1100ul USaq pey Jueus) 8y} ased
aq p|noys saloueus)

BUO Ul pue SSaIppe }08.1100Ul U 0} pa)edo|e

10 UonEBUIWIS) ‘UoIpPE U] i "anuaAal
Buleq sem Jual 8y} 8SED J8YJoUE Ul ‘JuUNnoooe

pue
‘Yiesp s jueus) e Jale SYUOW G PaAISS Sem
1Nnb 0] 80110U BY) 8J8YM PBJOU SEM BOUBISUI Uy e

‘paunuapl ‘apew usaq sey juswysnipe uo jno Buiso|
S, JuBUS) paseadap e 0} pajeoo|e Bulaq alem

sjuswalinbal Buiuiely pue ay} Aym ajensuowap aq p|nod [1DUN0)
sjuswAed jual 8sed auo U ‘sJUNoode Buoim ayy

pamalAal usaq aAey sase) 0} Sjuno2oe 8y} Uo ay} Apdwoud panssi

SlIE1} 1IpNE JEs[> SABY PINOUS 0] pa)edo||e usaq pey siealie 8y} seouejsul g U] e inb 0} S30110U pUE

sjuaswysnipe ey} pawlojul 8q :pajou aiam suondaoxa Buimojo) ay} sjuswsnipe Aj1024109 pajeoo|e
[losuy Wi paalby pinoys s1ao1o Aoueusy ||y ® JUNO22E 1Igap |enuew G jo Bunsal ybnoay J0U aJe slealie J| el

'600Z Aenuer ybiH

alep uonejuswadwi

9 o|qisuodsal JeolO |  esuodsal Juswabeuep SUOIEPUSWILIODSY puUNO} SSBUYEOM [0U0D ysiy onoadg

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d17 siedoonasnoylaiemastid 8l 6002 [udy

‘paulelal Buiaq spiooal jualolynsul

0] 8np paljlidA 8q JoU piNOD UOIIe|NO|ED 8y} Ul pasn
S| YOIYm S810uUBUS} JO Jaquinu [B)o} 8y} JaAemoy
‘pauodal sainbiy jeniul 8y} uey) Japaq pawiopad
aney 0} sieadde |1Duno0) ay) S8dUBISUl Yloq U]

‘pauodal 9L 0L 9y} 01 pasoddo
Se %40 Sem ainbiy |enoe ayy AiNp o4 e

‘pauodal %G 6 Y} 0} pasoddo

‘uodn pajodai pue pap.ioos se 9,Gg'g sem ainby |enjoe ay} isnbny 104 e

‘AJnoal o} uonoe A|@1e1n208€ SI UoIIBWIOLUI
800Z 1990120 |elpawal uaye) Apealje aouewuopad jueas|al ey ‘sainbiy
pey pue ‘malnal ayy aInsud p|NoyYs [19Uno) ay} WnIpapy j08.1100Ul Buisn pauodal usaq aaey 0} Jeadde ‘Buniodal
10 aw a8y} je Ajlewoue siy} ‘Alleutsixe pauodal Jabuoj : 800z 1snbny pue Anp 1oy (sjueus) jo abejuadiad se aouewuopad
[loSUY WI] | JO aleme sem [IDuUnoD 8y ou ale s|dAg ybnoyyy slealle S}9aM / UlIMm Sjueus} Jo Jaquinu) qo9ldAg ajelnooeu| )

alep uonejuswadwi

9 o|qisuodsal JeolO |  esuodsal Juswabeuep SUOIEPUSWILIODSY puUNO} SSBUYEOM [0U0D ysiy onoadg

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d17 siedoonasnoylaiemastid 6l 6002 udy
" uoljepuswiwIooal
99s - 1lodal ay}
10 Apoq ulew ui pasiel-ay g1 Aq uni
‘Jusesaud aQ ueo spodal uondaoxe -apew Usaq
1e pamainal Ajenbal 1eym ajebiisaAul ||Im wes) oney SuswARd 1081100 JBL) 2INSUS
10U aJe 9S8y} ‘IoASMOH pajeolpap e ‘e}o|dwod 0] pOMBIAGI 5] PINOUS (JUNOLLE ‘sBbunsod Jo sjuswAed 10a81100Ul
*8WooUl JUalJ 10} SJUN0JOOE S| siy} Jaye jeyy padoy sl Alejououl ncm. oBejusolad 108 & 6'3) Ayyuspul 0} pasn ag p|noo asay |
asuadsns ale aiay) 1ey) 1| "Juasaid je ainjonJisal )
ul @oe|d ul ale s|oJju0d e Buiobiapun si PIoysa.u} pojeubIsap e oo asoyL spouad
BuneByIw [2QUsI0y 800Z 8UNF 0¢ | 1uewiedep BUISNOH oY ‘spolad usamiaq syjuswAed ul wnipay UaM}aQ SWODUI [BJUSI Ul SBOUBLIBA
T : : soouBlIBA MOUS 0] SISeq Ajyjuow e : |enuajod Ajjuapl 0} UOI}O8S awodUl
Buipuejsing ydiey dijiyd paalby uo uni aq pjnoys suodas uondaoxy jual Aq unu ase spodal uondaoxs oN Z
“JeaA |eloueuly
meu MH Momwmwﬂ_nﬁ_vﬂw_% "MaIAal "Ma3IAB1 JO 8duewlopad
JueweaJbe Ul _uwom_wmv juspuadapul pue sdoueuwopad aouspine 0} paubis jou ale
200z [Udy | oq [ me.z‘_w Em.c v Ajawiy @oUapIAS 0} pajep pue MO swia)sAs (sjuay) Sg| pue (sujouag
: : paubis aq p|noys Yoiym 19ays Juod} BuisnoH) a1ebyuoN 01 (Ysea) NODI
poajuawa|duwij aujed aine paalby B 9pN[oul P|NOYS SUOIJBI|IDU0d3l ||y 1O SUONBI|IDU0D3I JBY} PBJOU SEM }| L

snje}s jualing

ajep uonejuswadwii

 a|qisuodsai 12210

suolepuswwodal s . jeak Joud Jo dn-mojjo4

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

asuodsai Juswabeuep

Buneu
aouelinsse

uoljEPUaWWOI3Y 2 ysIy

ubisaq jo53u0)

puNoj sSSauyeam |0Ju0D




d171 siedoopasnoyieyemasiid

0¢

6002 IHdy

snjejg jualing

pajuawajduwy

8002 Iudy /2
ydiey dijud

ajep uonejuswajdwi

Q 9|qisuodsal 1921410

‘paniuspl 8q

0} s8seD 9|geus [[IM SIyL
‘pabueyo aAey sjyaUS(
aJaym sbejy mou sg|

"9SED N JO MBIASI
SAJOAUI [IM SIYL "SIqap
Ja|lews uo Buisnooy juads
8 Ued 8wy ‘peonpal
usaq aABY 9S8y} MON

"s)jqep Jeble| Jo uononpal
8y} sem Juswedsp ay)
JO SNoo} Ulew ayj ‘Jeak
8y} JO Je)s 8y Je soue|eq
slealle abie| sy} 0} enQg

paaiby

asuodsal Juswabeue

‘uoijoe A18A0981 92UBWIWOD

0] J821JJ0 JudlJ B 0] palisjal aq
pinoys aseo ay} ‘uoddns Buinieoal
Jabuoj| ou ale sjueus) alsypn
Jauaq In jo ydiedai Ul [|is ale
S]JUBU®) 8INSUd 0] Wa)SAS sjiauaq
8y} 0} paoualIajal SSOID 8g pinoys
S8SED || 'INO0 pauIed aq p|noys
Sjueua} ,N, JO mainal oipouad v

uol}EPUBWIWOIY

wnipapy

Bunea
aoueinsse
?ASH

"Jyauaq (Iny Jo 1disval ul

[11S 8Je sjueus) jey} ainNsus o} (doom
Jad ¢3 je pejos)j00 Buleq ale siealle
9SOUM SjuBUS) 9SOU}) SOSED N,

uo pawJopad Jou S| malnal Jeinbal

punNo} SSaUYLAM |0JJU0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d17 siedoonasnoylaiemastid [ 6002 [udy

‘peleo|
"uonedo|
9( UBD SI18YdNOA ey}
awes ay) ul JopJo |esuswnu
ainsus 0} pajusws|dwi
Ul pa.o)s ag p|Noys SI1ayonoA "S19YonoA dly10ads 8}ea0| 0}
pue peajebnsaaul a9
fe M WoISAS BUlllL Mou [le pue Jaquinu ysjeq ay} Buipiooal Asea jou sI )1 yons Sy "UoI}Ed0| SUO Ul
800C BN e I # i v 10} SI8YIONOA UO [|99 e Bulpnoul Mo pa|ly Jo paydjeq Ajjesuswnu Buleq jou
pajuswadwy [lesuy w1l poalby 0} UaAIB 8 p|noys uonelapisuo) aJe SIBYONOA punjal Jey} pajou sem j| G
‘psemioy Buiob siseq
Ajyjuow e uo peonpoud
aq [|Im spodal aiojalay)
pue gg| uo s|qissod
S uofjouny siy] “uni 8q 0}
spodal wwuﬂﬂw._mwwme_ﬁ ‘pasuoyine Ajajerdosdde usaq "opew spunjal
soUS S1BIDOWLI Ul o A mco___ocys w_u.v aARY [|e JBy} 8INSUd O} Paydayd pue wnie Aynuapl 0} uni aq jou pjnoo Jodal e se
o243 Sieip M | ISHI o Aulietionotin UL unJ a.Je spunjas uo suodai Jeinbe. PSIN 7SHI| uo passadoid sejegal/spunjol
pajuswadwy [lesuy w1l poalby ey} ainsus pjnoys Ajuoyine ay | 159} 0} 9|qissod jJou sem | 8%

Bunea
9)ep uonejuawajdwy aoueinsse

snjejg Jualny 3 9|qIsuodsal 12210 asuodsai Juswabeuey uol}EPUBWIWOIY 2 ys1y punNo} SSaUYLAM |0JJU0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d171 siedoopasnoyieyemasiid

44

‘G UOI}BpUSWIWODAl
99s - Jodal ay}
10 Apoq ulew ui pasiel-ay

‘paonpo.d
Buraq jou Apuaiind

"9|qeuoseal
aJe sjuswpuswe

leyy ejeolpul

0} siebeuew uoddns
Aoueus) Aq o paubis pue

"Yons se 90UapIAS

pue sSauUa|qeuOSEal J0) PAMBIASI 8]
pINOYS SjusWpusWe ||y "Sjunodoe
jual 0} sjuswpuawe ybiybiy o}

"sjunoooe
JuUal 0} BpeW Ssjuswpuawe Buiso[osIp

91 spoda) uoRdaoxs 8002 Iudv 0€ UnJ 8q Mo [iim SHodeY wa)sAs gg| ay) wouy pajessusb aq wnipsi suodai uondaoxa aonpoud Ajpuinol
Buipuelsing [lesuy Wil paalby pinoys suodal uoidaoxs olpouad jou op s1821O Moddng Aoueus |
‘sjuswpedap
OM] BU} U9BMIaQ Ylim
Jleap aq pjnoys A1anooal
199p pUE SUONOINS
uo sauanb moy Janod
0} aoe(d ul }nd usaq
Apuaoai sey |0o0j04d
slojqaq Aipung
ysy
oupuay| Aq pamainal ‘ssao0ud
800z @unr 0 | &g |m siyl “suswpuedsp sjuswAed ay) pue uonEpOWW0I.
ay} usamiaq papiaold [1IoUN0) Ul 8SOY}
s101q8q fupung sjuswabuelle uosiel| 0] uaye) si yoeoidde dn pauiof e jeyy
10819 8)eIpawwl YA auino o) payelp buieq Buunsus 0} uonejas ul swes) sioygag
spyouag BuISNOy | ol lowc PUE SIIGURIETSP HOSMNST | nipeny ISNOH U8aM}aq Uopeol

sleg eng

pajuswaldw | ‘lesuy wil ‘ydiey dijyd

ajep uonjejuswajdwi
snje)s jJualingy

Q 9|qisuodsal 1921410

paaiby

asuodsal Juswabeue

S[oUUBYD UOoEdIUNWWOoD abeinoous
0} epew aq p|noys suoyT

uol}EPUBWIWOIY

Bunea
aoueinsse
?ASH

JO o€ B 8¢ 0} SWoss alay)
1By} MaIABI INo BuLINp Pajou Sem j|

punNo} SSaUYLAM |0JJU0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon




d171 siedoopasnoyieyemasiid

€¢

‘g uojepuawwWodal
29S - SWa)sAs gg|

pue ossalby ay) usamiaq
suoneliouooal Buipiebal
uodal ayy jJo Apoq

ulew ay} ui pasiel usaq

"800 [Mdy woly
Swa)SAs om) ay) usamiaq

paswopad aq [jIm
uoneliouoosl Apjesm v

'3g| pue ossalby
Usam}a( aoeLIajul
8y} Jo uona|dwoo
ay) Buimojjo} pus
JeaA 1e pswiopad aq 0} s

"sJooujo ajqisuodsal |e

0} panqgu}sip pue sseooid sy Joy dn
UMBIP 8¢ PINOYS 80U 8INPao0id
"Apdwold pales|o pue payiuapl

aq p|noys swa}l Buljiouooal

Auy siseq Ajawi e UO pamairal pue
pawiopad g pjnoys uoiel(iouooal
olpouad e piemioy Buion

‘pus Jeak Je ssoueleq Joj pawiopad
SI UO[Je1|Iou0d8) pajuswnoop

8002 Youe [3un paja)duwiod

Jou sem 00z Jequisldas Lg 0} 2002
Ainp | pouad 8y Jo) JSH| 01 0ssalby
JO UoNeIIouDal 8y} UoHIPPE U]

"/002 4940300 Ul pajuswajduw
sem wa)sAs ay} aouls Jabpa) |esouab

sey uoljepuswwogsl 8002 I1dV | uoljel|iouooal Jeak ||} v /oM pUE onIsUBLEIdLLIOD ybiH oy pUE Weyshs Sg| oU) UsemSq
Buipuejsinpg UoSIIOW [1lUd pealby e Jey} ainsus pjnoys Ajloyiny ay | PY UOIJeljIouU028) OU Usa(q Sey aiay |
"Aposui0o payejdwoo ‘Hodau jouoo
Indino sy} pue uoljewLojul paysod
SEM SIU} 8insus 0}
8y} usamjaq paonpold uonel|iouods.
pawiopad aq [|IM Yo8yo
[ew.Joy ou sem alay] ISHI
e pue sasealoul Jual
0} papeojdn pue Aq pejdesoe sem ey}
aje[nojeo Ajjeonewojne
) ‘sd| Jew.o} e ojul palaAuo9 Ajjuenbasgns
[Im sS4l "80/20 Buunp
ojul pepeojdn A[}0a.1100 Usaq aAey Sem Jey) jewloy Josyspealids
aoe|d %00) uoNe|[Iou0dal
udy | ULIO} OU 12U poIBY sesealoul 9)el Jey) Lojwoo apirold YBIH Ul ®0UBUIL WO} POAISDSI SEM Blep
800z I 0} UOJBI|Iou093.l [ewlo} e Jno Alied : Agalaym soepsiul ue Buisn JSH| 0}
pajuswajdwy alyad alnpe paalby | pInoys Ajuoyny ayy siesk ainyny uj PY pejsod sem asealoul Jual 80/20 dUL

ajep uonejuswajdwi

snjejg Jualny 3 9|qIsuodsal 12210

asuodsal Juswabeue

uol}EPUBWIWOIY

Bunea

aoueinsse
® Msiy

punNo} SSaUYLAM |0JJU0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon




d171 siedoopasnoyieyemasiid

ve

6002 IHdy

10943 SjelpaWIWI YA

pajuawajdw| ydiey diiyd

ajep uonejuswajdwi

snjejg Jualny 3 9|qIsuodsal 12210

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

‘SJUNOJ2e ||Be SSsOJdke 1IN0
pajjoJ 8q [m uondo siyy
‘Inyssa00ns | 800z [Hdy
yig uo passaooid aq |[Im
Jajsuel) SOV ISl ayL
"sjueus) sieplQ Buipuerg
0] pajediunwwod

usaq aouls sey

1gap 10u1p Jo uondo sy

paaiby

asuodsal Juswabeue

‘sjueus} ||e 0} pajesiunwiwiod uondo
SIy} pue }ige 10241 Aq juswAed
juawa|dwl 0} Uaye} g p|NOYS UoIOY

uol}EPUBWIWOIY

MO

Bunea
aoueinsse
?ASH

"11geq 10841 Aq juas Aed 01 uondo ayy
Jayjo Apuauno jou saop AjJoyiny ay

punNo} SSaUYLAM |0JJU0D

0k




d17 siedoonasnoylaiemastid [*14 6002 [udy

‘siseq Apjoam

B UO pamalnal pue
paonpold aq ||im spodal
puaJ} ey} pabesiaua
aJ10j8Jay} S]] "paJojuow
spuaJ} pue pajebouisiul
8q 0] Elep siealie SMo|je
Sg| "uonenyis sieale
ayy AJ081 0} apew

9q |IM suoys ‘paes

|le aaey sabueyo moN

‘sdl
jouononposui syl e

‘Ysy Moupuay

Aq seonoeud

Bupjiom mau
jouononpoauiay] e

‘JJe)s Jo siaquisw
Gjossoloyl e

. "Jgep peq JO %Sl 8y} 8oNpai 0} o
S10j08} Jo 19quInu B | Aea uonoe Aisnooal Jusweldwi W | 3 0} poussIom

0} pajnquye aq ued go/.0 01 9pEW 5 PINOUS SHOYT MOU Sey pue W/’ |3 Je pools Jeak

20)40 ajeIpawWI Y Ul SIealle Ul 9Sealdul © B SU} JO LIE)S BU) 1B 1g8p JO [9AS] 8y L
eue SEp PR ' Hel "80UBEq SIBa.IE By} Bulonpal HPH '80//0 Buunp pasealoul sey sjueus)
pajuswajdwy ydiey dijjiud pasiby 0} pajedIpap 8 P|NOYS S82IN0SaY PY 1US.1IND IO} SIBalI. Judl JO [8A8] Y m

SSaUdAI}09Y |[043U0)

Bunea
9jep uonejuawajdwy aoueinsse

snjejg Jualny 3 9|qIsuodsal 12210 asuodsai Juswabeuey uol}EPUBWIWOIY 2 ys1y punNo} SSaUYLAM |0JJU0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d171 siedoopasnoyieyemasiid

9¢

6002 IHdy

‘L1 uonepuswwosl
99s - N0

pauJes bunsay Buimoj|oy
Hodal ayy Jo Apog ulew
8y} U1 epew uaaq sey
sased Alanooal Buipiebal

¢# uondeaoxa
0} 8suodsal 883

‘uolysey Ajpwiy

e Ul passalppe usaq jou
aney Aew asay} seoueleq
ab.e| Busnooal

uo siseydwsa ayy 0} anp
204018y "S}qep Jojlews,

‘ssao0.d ay}

Ul SJ89130 JuaJ Joj Buluiely jeuonippe
JO S8sed AJanodal Jo malnal Jeinbal
ybnouy} painsusa aq p|nod siy L

‘[In} ul pue
Apus)sisuoo pajuswaldwi Buieq ale

“Juswisyus Jyeuaq Ul sebueyo
108|}81 0} papuswWe usad Jou sey
uopoe sieslly 1L /28/9/500985 e

‘Weusag BuisnoH yo
Bureq Jueus) a)idsep usxe) usaq
sey uoinoe Alanodal ON 097025  ®

‘snoineid syjuow
Z JISIA BUWO0Y B 80UIS UdXe)

usaq sey UONOe ON 67//vZ ®

‘uaye)

tolepusuituooal v 800C IMdY . | 918 PAUORUBL SISO 1Y salnpaoold Aianooal siealle paalibe wnipsi usa( jou pey uonoe ajelidoidde
Buipuejsino ydrey dijud paalby | 8y} jey) ainsus pjnoys Ajioyny eyl ‘payse) seseo Aloaodal GZ/y Uj el
‘penss| "sjueus} 1ayjo o0} saljdde osje siy}
Juswealbe mau pue | Jayleym ysijqeiss pue sjij Uo Jou ale
pajebisaAul 84 ||IM pajou sjuswoalbe Jualno Aym ysijgese (
sese) "uondaoxs JNoyMm pue paliuspl SOSED Z 8Y} MOIASI 80Sv.L
puE 989¢{ S§o4) "Bjl UO p|ay Jou Sem
aoe(d Ul 8q p|noys pinoys Ajlioyine sy} uonippe uj
29} a)eIpaww] YIAA sjuswaaibe Aoueus | wnipajp SS8IPPE JUBLIND BUj 10} JUsIRaIBE
} : : "sjueus) ||e Joj |l Uo pl|ay aq p|noys : Aoueus) paubis e aiaym saoue)sul
pajuswajdwy [[eSUyY Wil paalby | Juswaeaibe Aoueus) paubis Juslind v Z pbaunuapl sejoueus) Gz jo Buisse | zL

snjejg jualing

0L OGN 60 80 "ON Hodey

MBINDY Sluay BuisnoH

ajep uonejuswajdwi

Q 9|qisuodsal 1921410

60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon

asuodsal Juswabeue

uol}EPUBWIWOIY

Bunea
aoueinsse
?ASH

punNo} SSaUYLAM |0JJU0D




d17 siedoonasnoylaiemastid yxd 6002 [udy
‘9|ienb Jaddn ayj ojul
aAoW [|Im aouewlIouad
1ey) pabesiaua
sI 1 ‘saonoeld Bunpiom
pue Sg| yim a|qenojwod
alow ale Jejs 1ey) MoN
‘6 UOlepuUSWIWODal 89S - LL#
uoljewJojul Juswabeuew uondaoxa Ul pajou usaq (4621, [ENIOE %Gz
pue aouewlopuad aAey SIY} o) suoseal ay | %6ECL | “ 75’8
. 196481 499 1dAG) — (% 1.0°96 [enjoe
IdAg Buipsebou 1ob.1e} mojaq s| siojeolpul s 555U1 U0 SouBLLOLSd 0,90 /6 1961E] B ) go ue
yodas sy Jo Apog urew uo souewsopad IdAg yl 1 %80°L6 1 1 B99 |dAG) 80 uer
119y} anoudwi djay o0y siealie 1e sy "19bie} mojaqg aie (q99 |dAG)
ay} ul pasiel-al usaq 18y} abpajmouoe
SEU LONEDUOLILIODS. 5oLS S1BIDOWILUI Uowmedon o pabe Apueoyiubis yym Jo Aed wnie sJealle Jual pue (B99 |[dAg) Uono9||00
y uohep v 109449 Sjelp HO } Hedsp auL 0] MOJS 8Je oym sjueus)} asoy) 1ob.e} 1PN JUal 0} uoneal ul aouewlopad
pajuswasjdw Ajjenaed ydiey dijiiud pealby 0} 8nuluod pinoys Ajuoyny ayL s Aiuoyiny 8y} Jeyy pajou sem j| ‘Gl
‘9 UOI}BpUSWIWODAI 21193 Bullieiol
JUNO29e }INb 8y} UO SBSED JIPaId
99s - podai sy} }o8yo SIY) 80UspIAS aJom aJay) lipne Jo awip o
10 ApOq Utew uj pasies 308yd siy} p! 0cs Ui pne J sy
-2J UOlJEpUSWIWLIOIDY 01 paulgjal oq | "Yoam yoea papledsip aJje spuodal ay)
: uoday 'siseq Ajyjuow e . :
uolnjippe uj "usxej uoioe ayj sjedlpul
‘siseq Jejnbal UO POMBIASI Ble SjUnodde .
‘uaye) suonoe 0] pajejouue Jou aJe asay) ‘paonpoud
B U0 pamalral Ajuaiind Agataym pasnpoJjul
Ou aJe sjunoooe jin 1ud aq 0] sl ainpaososd mau Builielep pauleral Swooino sy wnipe 818 SpOdR IS|IYM "PIMBINS
} } o 80¢ IMAv 0€ 9018l P v 0 pJooal e pue siseq Jejnbal e uo 1PN ale sjunodoe Jinb uo sedueleq JIpalo
Buipuejsing [losuy wi| paaiby pPamailAal 8q pP|NOYS S}UN0J2e. JIND Jey} ajepljeA 0} 9|qissod jou sem ]| vl

snjejg jualing

ajep uonejuswajdwi
Q 9|qisuodsal 1921410

asuodsal Juswabeue

uol}EPUBWIWOIY

Bunea
aoueinsse
?ASH

punNo} SSaUYLAM |0JJU0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



d17 siedoonasnoylaiemastid 8¢ 6002 [udy

‘pajebnsaaul aq
0} sI Bupsod pajewoiny

"saljIAloe. ||e ‘louuoslad A8y Jo soussqge sy} Ul ")se} sy} swiopad [enpialpul
ul paulely ale [puuosiad ss8004d 8Y} 1IN0 A11eD 0} S|enpIAIpU 8UO AJUO pue SJUNODJE [ENPIAIPUI O}
1By} 8Insus [|Im 8injonJ)s Jayjo mojje o} dn umelp aq pejsod Ajjenuew ale suolnguUIuoD ||

MaU 8y} jo Led se pinoys sejou ainpaooid uonippe uj

wes) s|ejuas payesipap 800 Asenuer jo Lpuow

oun © 10 UOIONDONUI & "a|qissod si Bunsod pajewojne "o 8y} Jo} paJes|o Jou alom (Yeem Jad
8002 roe 4o toponpohl syl JBY}oUM Usi|qe)se 0} pemairal L €3) suonnqguuoo g 104 sjunoooe
pajuswajdwy ydrey dijud pealby 8 p|noys sg| Jo Ajljeuonouny ay | asuadsns ‘ssauj|l yje}s 0} ang ‘91

Bunea
9)ep uonejuawajdwy aoueinsse

snjejg Jualny 3 9|qIsuodsal 12210 asuodsai Juswabeuey uol}EPUBWIWOIY 2 ys1y punoy} SSauyeaMm |01JU0D

0L OEN 60 80 "ON Hoday
MBINDY Sluay BuisnoH
60-800¢ Hoday Jipny [eusaiu]
|19uno) ybnoisog uoydweyuon



Northampton Borough Council
Internal Audit Report 2008-09
Housing Rents Review

Report No. 08_09 NBC 10

Appendix 1 - Terms of Reference

Internal audit 2008/09
Housing Rents Review
November 2008

Objectives and deliverables

Objectives

Our objective is to undertake a review of Housing Rents to ensure an adequate level of controls exist over
the setting, collection and accounting of Housing Rents.

Deliverables

Our deliverable will be a report detailing our findings with regard to our assessment of the level of control
in place over Housing Rents and the level of assurance we can place on the control environment.

April 2009 30 PricewaterhouseCoopers LLP



Northampton Borough Council
Internal Audit Report 2008-09
Housing Rents Review
Report No. 08_09 NBC 10

Our scope and approach

Our work will focus on identifying the guidance, procedures and controls in place to mitigate key risks

through

Documenting the underlying guidance, policy and processes in place and identifying key controls.

Considering whether the policies and procedures in place are fit for purpose

Testing key controls.

The key points that we will focus on are:

All payments are receipted completely, accurately and in a timely fashion;

Reconciliations of the housing systems to the cash received and general ledger systems are
performed on a regular basis and are appropriately reviewed by senior management;

The annual calculation of rent debit is performed promptly and is reconciled to property records to
ensure accuracy;

Any changes to housing stock are recorded and supported by a clear audit trail;

Debt collection, recovery and write-off procedures are sufficient to ensure that delay in receiving
rent payments and loss of income is minimised. Arrears are monitored on a regular basis;

Rent rebates are calculated correctly and supported by appropriate evidence;

Rent increases are implemented promptly and accurately for all tenants, and have been
appropriately approved;

Management information is adequate to support prediction of rent trends and key performance
indicators are set and monitored;

The IT system is appropriately secure with only authorised personnel able to alter Housing Rents
parameter files; and

Adequate arrangements are in place for dealing with potential fraud.

We will discuss out findings with the Head of Finance (and any other nominated representatives) to

develop
Finance

Limitati

recommendations and action plans. A draft report will be issued to the Assistant Head of
and any other relevant officers for review and to document management responses.

ons of Scope

None identified.

April 2009
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Northampton Borough Council
Internal Audit Report 2008-09
Housing Rents Review

Report No. 08_09 NBC 10

Stakeholders and responsibilities

Role Contacts Responsibilities
Head of Finance Gavin Chambers e Review and approve terms of reference
Interim Housing Services Tim Ansell e Review and meet to discuss issues arising and
Manager develop management responses and action plan
Rent Income Team Leader Phillip Ralph «  Review draft report,
Northgate Kendrick Ash Matthew Arnold «  Review final report.
Our team
Engagement Leader Mark Jones
Engagement Manager Chris Dickens
Team Leader Mundip Sohal
Auditor Matthew Plummer
Budget

Our budget for this assignment is 10 days. If the number of days required to perform this review
increases above the number of days budgeted, we will bring this to management attention as our quoted
fee may require re-assessment.
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Northampton Borough Council
Internal Audit Report 2008-09
Housing Rents Review

Report No. 08_09 NBC 10

Appendix 2 - Assurance ratings

Level of
assurance

High

Description

No control weaknesses were identified; or

Our work found some low impact control weaknesses which, if addressed would improve overall
control. However, these weaknesses do not affect key controls and are unlikely to impair the
achievement of the objectives of the system. Therefore we can conclude that the key controls
have been adequately designed and are operating effectively to deliver the objectives of the
system, function or process.

Moderate

There are some weaknesses in the design and/or operation of controls which could impair the
achievement of the objectives of the system, function or process. However, either their impact
would be less than significant or they are unlikely to occur.

Limited

There are some weaknesses in the design and / or operation of controls which could have a
significant impact on the achievement of key system, function or process objectives but should not
have a significant impact on the achievement of organisational objectives. However, there are
discrete elements of the key system, function or process where we have not identified any
significant weaknesses in the design and / or operation of controls which could impair the
achievement of the objectives of the system, function or process. We are therefore able to give
limited assurance over certain discrete aspects of the system, function or process.

No

There are weaknesses in the design and/or operation of controls which [in aggregate] could have
a significant impact on the achievement of key system, function or process objectives and may put
at risk the achievement of organisation objectives.

April 2009
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In the event that, pursuant to a request which Northampton Borough Council has received under the Freedom of Information Act
2000, it is required to disclose any information contained in this report, it will notify PricewaterhouseCoopers (PwC) promptly and
consult with PwC prior to disclosing such report. Northampton Borough Council agrees to pay due regard to any representations
which PwC may make in connection with such disclosure and Northampton Borough Council shall apply any relevant exemptions
which may exist under the Act to such report. If, following consultation with PwC, Northampton Borough Council discloses this
report or any part thereof, it shall ensure that any disclaimer which PwC has included or may subsequently wish to include in the
information is reproduced in full in any copies disclosed.

©2009 PricewaterhouseCoopers LLP. All rights reserved. PricewaterhouseCoopers refers to the United Kingdom firm of
PricewaterhouseCoopers LLP (a limited liability partnership) and other member firms of PricewaterhouseCoopers International
Limited, each of which is a separate and independent legal entity
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NORTHAMPTON
BOROUGH COUNCIL
AUDIT COMMITTEE REPORT

Report Title IBS review
AGENDA STATUS: Public
Meeting Date: 02/06/09
Policy Document: No
Directorate: Housing
Accountable Cabinet Member: Councillor Sally Beardsworth
1. Purpose

1.1 To advise Audit Committee of progress on the review of the IBS OPEN Housing It
system review.

2. Recommendations

2.1 That Audit Committee notes progress and reviews the consultants report when it
is received.

3. Issues and Choices

3.1 Report Background

3.1.1 Attached at Appendix A is an extract from the brief which was put out to tender,
(the full specification can be supplied on request but runs to nearly 30 pages).
Submissions were due on Monday 18 May and final selection due 22 May
2009. 28 companies expressed an interest and 6 were shortlisted on the basis
of direct implementation experience of IBS and IBS OPEN Contractor, which
is the system designed to address the financial monitoring of the responsive
repairs service Direct Service Organisation (DSO) and to reward performance
in the work force.

3.1.2 The systems team in housing was previously a temporary arrangement using

staff seconded from other areas to implement the IBS modules. That
temporary team did not have any clear cut responsibility for upgrades, report

Audit Committee 2 June 2009



design or issues which arise from time to time with implemented systems. As
part of the reorganisation of the Housing Directorate, a permanent team to
support the integrated IBS suite of modules is being put in place, with a new
Team Leader appointed to head the Housing Technical Systems and Rent
Accounting Team. Adjustments will be made to that team in the light of the IBS
review.

3.1.3 It was previously reported verbally to Audit Committee that there were some
implementation problems around the Choice Based Lettings module and its
impact on other modules such as voids, but these have been largely ironed
out by the new team.

3.1.4 The questions that the consultants will be asked to address will include the
lessons of previous implementations, compared to their experience elsewhere,
planning for IBS OPEN Contractor, the functionality of other modules and the
need for and structure of a permanent support team in Housing. Corporate
ICT and Customer Services have been involved throughout in developing the
brief and the selection of the preferred advisor.

3.2 Issues

N/A

3.3 Choices (Options)

N/A

4. Implications (including financial implications)

4.1 Policy

None

4.2 Resources and Risk
N/A

4.3 Legal
None

4.4 Equality
N/A

Audit Committee 2 June 2009



4.5 Consultees (Internal and External)
As described above

4.6 How the Proposals deliver Priority Outcomes
The delivery of web based services to housing customers is a key part of the
Housing Services Improvement Plan 2008-10 and the establishment of a fully
integrated information system is a key part of that plan.

4.7 Other Implications
N/A

5. Background Papers

5.1 IBS OPEN housing system specifications
5.2 Full specification for consultancy services

Brian Queen
Interim Housing advisor
Ext 7174

Audit Committee 2 June 2009



NORTHAMPTON BOROUGH COUNCIL

OPENHousing Project
Brief for consultancy/implementation support
Introduction and Background

A suite of IBS OPENHousing modules was purchased by Northampton Borough council in
2006. As appendix 1 shows, 20 modules have been implemented in full or in part and a
further 10 are in the process of being implemented, with a further 11 to be considered for the
future. At the time, housing services were delivered through five different Corporate
Managements including Finance, although the principal users were always Housing,
Streetscene and Property Maintenance, and Finance.

The initial decision to purchase this software suite was based on a full evaluation of the
housing rents, allocations and management modules, which is known to be successful and is
an industry standard installed in a large number of local authorities. It is not known what
business case was subsequently put forward to include other modules from the OPENHousing
suite, including OPENContractor, and it is understood that all modules were acquired at the
same time, but a persuasive case may have been made for software from a single source.

With respect to housing rents and housing management modules, it is understood, subject to
independent verification, that all of the accounting interfaces and controls are working
effectively, but the interface with Agresso is manual and as yet is functioning but not
complete, finance are working with housing to resolve outstanding issues. As the risk log
(appendix 2) indicates, however, there is a serious risk of “mission creep” and it is necessary
to put the implementation plan on to a prioritised basis which meets the needs of a
restructured housing service for delivery of a first class housing service. This particularly
means prioritising those modules with a direct positive impact on customer service. There is
also a question whether the implementation of various modules has been adequately resourced
by practioner staff that use the systems and whether follow up training and support has been
adequate.

The introduction of Choice Based Lettings in July 2008 also highlighted anomalies between
different modules, most notably the treatment and progression of voids from vacation,
through works, to offer and to final re-letting.

A number of reports and reviews have highlighted the need to account better for the
performance of the Property Maintenance Direct Service Organisation, which has in recent
months undergone a major overhaul and re-structure. This overhaul includes a new pay and
performance structure which will require systems to record accurately the performance of the
workforce, in addition to linking with the Council’s invoice and payments system (Aggresso)
and producing information to allow Value for Money to be assessed. The question now is the
functionality of the OPENContractor module to meet the needs of the property maintenance
service, given the changes in the working environment since it was originally procured.

Audit Committee 2 June 2009



The Brief

Assistance is required from experienced consultants, who have previous experience of
implementing IBS OPENHousing and with particular experience of OPENContractor, for the
following areas: -
1. Review of the existing rents, housing management and lettings modules to provide
assurance (or take remedial action to ensure) that
o Existing controls and checks and reports are soundly based and up to
auditable standards
o That interfaces are working properly and efficiently (possibility of
automation?)
o That reports are properly defined and correct to auditable standards and are
easily maintained
o That issues identified in rents audits in respect of the system and reports
are addressed
2. To review the functionality of OPENContractor and to plan an implementation
programme, including interfaces with relevant financial and monitoring systems
(in particular with the Council’s financial management system Aggresso)
3. To review the present implementation programme to ensure that resources are
concentrated on the priority areas,
4. To review the need for a permanent support team and project related
implementation teams.
5. To advise on appropriate budgets for continuing support and development.

Timescales

A report on elements 1) and 2) above is required by 30 June 2009 or a date to be agreed. The
remaining timetable to be discussed.

B. Queen
Interim Housing Advisor
20/03/09

Audit Committee 2 June 2009



LIVE Modules

Current Modules

People and Property
Voids (excluding repairs)
Rent Accounting
Arrears Control
Mutual Exchange
Nominations
Supporting People
Allocations and Waiting List
Estate Management
o Post Recording
Abandoned Property
Sitex Procedure
Anti-Social Behaviour
Customer Contact
Pet Policy
Introductory Tenancies
Demoted Tenancies
Emergency Access
o Business Use of Dwellings
Workflow
Reporting Tool (Hummingbird)
CORE Digital
Former Tenant Debt Recovery
Direct Debits
Interface

o Cash Receipting

o Housing Benefits

o General Ledger
Homelessness
Homeless Advice
Choice Based Lettings
Temporary Accommodation
Private Sector Leasing

0O O O O O O O O

OPENContractor
Day-to-Day Repairs
Appointments
Void Repairs
OPENMobile
National Register of Social Housing
(NROSH)
Stock Valuations
Asbestos Register
Progress Replication (Disaster Recovery)
Estate Management
o Succession of Tenancy
Permission for Mutual Exchange
Boundary Disputes
Fly Tipping
Request for Land
Tenant in Prison
Removal of Furniture
Police Disclosure
Mediation
Crack House Closure Protocol
Decants
Child Protection
Assignments
Environmental Enhancements
Use and Occupation
Unauthorised Occupation
Notification of Death
Floating Support

O O OO0 O0OO0OO0OO0OOoOO0OO0DOoOOoOOoOoOOo

Future Modules

Planned Maintenance
Decent Homes
Energy Rating

Gas Servicing

Stock Condition

Geographical Information System

Interface

Right to Buy

Service Charges

Customer Relation Management
Interface

Document Image Processing Interface
Executive Information System

Audit Committee 2 June 2009
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NORTHAMPTON
BOROUGH COUNCIL
AUDIT COMMITTEE REPORT
Report Title Bank Reconciliation Project Review Update
AGENDA STATUS: PUBLIC
Audit Committee Meeting Date: 2" June 2009
Policy Document: No
Directorate: Finance & Support
Accountable Cabinet Member: Councillor Malcolm Mildren
1. Purpose

1.1 This report provides an overview of the re-engineering of the Council’'s Bank
reconciliation system, the processes and procedures introduced to address the
audit recommendations and an update on progress as requested by Audit
Committee.

2. Recommendations

2.1 To note this report and the external consultants report attached.

3. Issues and Choices

3.1 Report Background

3.1.1 The Audit Committee has requested a report on the progress to implement the
recommendations from the Internal Audit Report on Bank Reconciliations
October 2008 which gave no assurance on controls. This report follows an
initial update report that went to the 2"* December 2008 Audit committee

3.1.2 The Audit report placed no assurance in the system reporting design and
operation control weaknesses. In arriving at this conclusion the auditors took
into account the limited progress, due to complexity of associated systems,
made during 2007/08 in relation to the accurate and timely preparation of the
Bank Reconciliations and the implementation of a new system for preparing
Bank reconciliations.

Audit Committee Template/22/05/09



3.1.3 The consultants ERP Systems Accountants Report, (attached at Appendix A),
outlines the processes involved in the review, addresses the Internal Audit
report risks and recommendations and reports on current status of the project.

3.1.4 The project has been run in parallel with the Customer Payments Methods
project and has involved significant support from project staff to ensure that
both projects are successful.

3.2 Bank Reconciliation New Process delivery

3.2.1 Audit committee are asked to note that the embedding of the new processes
is key over the next six months to ensure that the Council has regular bank
reconciliations and key control account reconciliations carried out in a timely

manner and that unreconciled items are identified and addressed early.

4. Implications (including financial implications)

4.1 Policy

4.1.1 Not applicable.

4.2 Resources and Risk

4.2.1 The bank reconciliation system is crucial to the security of Council’s income
and fundamental to the good governance of public funds. It is essential that
key processes and procedures introduced are maintained to mitigate any
potential risk of irregularities and/or fraud.

4.2.2 The changes introduced need to be adhered to and managed closely to
ensure that they are embedded and that new processes are followed and
challenged with a view to ensuring continuous improvement.

4.2.3 Internal and external communication due to the changes in banking
arrangements continue to be vital to the success of the project to limit the
impact on the customer.

4.3 Legal

4.3.1 None

4.4 Equality

4.4.1 Not applicable.

4.5 Consultees (Internal and External)

451 None

Audit Committee Template/22/05/09



4.6 Other Implications

4.6.1 Use of Resources score for Statement of Accounts, Customer Payments
Methods project, Income section working methods.

5. Background Papers

5.1 Internal Audit Report Bank reconciliation Review Report no. 7 08
5.2  External Auditors KPMG report

5.3 ERP Systems Accountants Bank Reconciliation Project Review Report.
(Appendix 1)

Report Author: Phil Morrison
Finance Manager
Ext 7187

Audit Committee Template/22/05/09



Bank Reconciliation Project Review
May 2009

EJ[R][P]

SYSTEMS
ACCOUNTANTS



B EIR]P)

Bank Reconciliation Project Review

NQRTLAMETON ACCOUNTANTS
Contents
1.0 DIStribution LiSt ......cc.eeiiieiiieiiieiieiieeice et s 3
2.0 INErOAUCTION ...ttt e 4
2.1 OVEIVICW ...ttt ettt sttt ettt ettt et sb et sbt e bt et eatesbeeaeeaeens 4
3.0 Initial FINAINGS ..oeoviieeiiieeeeeeeee ettt 5
3.1 Bank ACCOUNLES ....c..ooiiiiiiiiiiiiiesieeee et 5
3.2 Bank Statements ........cooeeiiiiiiiiieie e 5
33 Income Analysis and Control to Banking — ICON Postings.............ccce....... 6
4.0 L0101 g o)) (0 Io] | WSS 7
5.0  Findings and Review on Completion..........cccecveriieriieniieniieniieiiecieeee e 8
6.0  PricewaterhouseCoopers Risks REVIEW ........ccceeviiveiiiiiiiiiiiieiceceeee e 9
6.1  High Risk — PWC Original Reconciliation Process........c..ccccceveviereeicnnnenee 9
6.2 High Risk — PWC New Reconciliation Process..........cccceevveevveeenveeeneeennne. 10
6.3 Medium Risk - PWC Original & New Reconciliation Process .................. 11
7.0  Key Processes and Procedures Going Forward and Improvements in Internal
COMLIOLS 1.ttt ettt et sbe b et sbeeae it 13
8.0 CONCIUSION. ..ttt ettt et e 14
APPENAIX T =ittt ettt ettt e b e eabeeseeenreens 15
Income to Bank Reconciliation OVEIrVIEW .........ccccuveeiiiieriiieeniie e 15
APPENAIX 2 =ittt ettt ettt et ettt e at e et e e bt e snbeeteeenbeebeeenbeens 16
Bank Reconciliations Status for Year Ended 31.3.2009 ........cccoovvvveeviieecieenieenee, 16
APPENAIX 3 =ittt et ettt et e et e et e st e e aeesnbeeseesnreens 17
PWC Risk AsseSSMENt KEY ......coeviiiiiiiiiiiieciiieeieecee ettt 17

Page| 2



}{‘ﬂ g}; Bank Reconciliation Project Review [EI[QI[SE]

SYSTEM
BNO%EI;[?M[[’]'I;(?N ACCOUNTANTS

1.0 Distribution List
Shajid Jussab FCCA ERP Systems Accountants Ltd.— Director / Senior Consultant

Tim Brooks ERP Systems Accountants Ltd.— Senior Consultant
Philip Morrison Northampton Borough Council — Finance Manager
Bill Lewis Northampton Borough Council — Assistant Head Of Finance
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2.0 Introduction

2.1 Owverview

Following an internal and external audit review of Northampton Borough Council’s
(NBC) Bank Reconciliations, we were advised as consultants, with a dedicated
internal team to:

a)  Undertake a further detailed analysis of processes and procedures

b)  Setup and Implement the use of the Agresso Bank Reconciliation Module —
The Council’s Financial Management System. With the ability to :
o Load Bank Statements
o Automated Cash Book Items from General Ledger ( GL), to the
Bank Reconciliation Module
o Setup of Manual Matching Statement to Cash Book
o Develop Reports detailing :
= Statement Balance
= Unreconciled Statement [tems
= Unreconciled Cash Book Items
Verification of Reconciliation Balance Agreeing to General Ledger Balance

c¢)  Ensure that the General Ledger balance per bank can be reconciled to the
Bank Reconciliation Module

d)  Devise new processes, procedures to ensure :
o Reconciliation can take place for each bank account
o Clear visibility from Cash Received, identifying source, to
banking - ‘visibility cradle to grave’

e) Provide relevant training and support to Project team member to ensure new
process and procedures are clearly understood

f)  Assist with the development of new procedure documentation

g) Review Risks and Recommendations outlined on the Internal Audit Review
by PricewaterhouseCoopers LLP

Page| 4



xrs"
$03 o [EJ[R][P]
NORTHAMPION Bank Reconciliation Project Review Accsgtsjg%\sms

3.0 Initial Findings

During our initial review the following key issues were highlighted :

3.1 Bank Accounts

a)  The Agresso Payments Bank Account was the only bank account setup on the
Agresso Bank Reconciliation Module.

b)  The other 6 bank accounts and their GL balances were not easily identifiable.
To produce a report on a bank account balance required a combination of
account code and cost centre combination.

c¢) Differences existed between the Bank Reconciliation Balance and the General
Ledger Balance

d)  Given that ‘some reconciliations’ did occur and were documented, we were
not 100% confident that all transactions were identified and in the correct area.
Hence making current reconciliations much more difficult.

e)  The concern at the outset was that there may be some spurious balances left on

certain accounts or cost centres. This was primarily down to the necessity for
a piecemeal approach to controls.

3.2 Bank Statements

a)  Statements were loaded on Agresso for the Payments Bank Account. No other
bank account statements had been loaded. Hence there was no audit trail of
how the other bank accounts were reconciled to GL

b)  No formal process was in place to extract and load bank statements, and verify
load in Agresso

Page| 5
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3.3 Income Analysis and Control to Banking — ICON Postings

a)  As part of Bank Reconciliation Project, it was important to ensure that the
processes from income to bankings were reviewed to ensure effective bank
reconciliation.

b)  The income recorded was satisfactory, however the resulting control postings
in Agresso for bank and cash reconciliation could not be guaranteed to be
complete.

¢)  The icon cash receipting system load was based on funds prior to this project.

For effective control for reconciliations the icon load needed to be on method
of payment.

Page| 6
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4.0 Owur Approach

Having carried out a review of the current processes and procedures the approach we
took, with the Project Team, was to :

a)  Correct Income Posting ‘ICON’ into Agresso to include Method Of Payment

b)  Create Control Accounts to Facilitate Method Of Payment Reconciliation like
1. Cash
ii. Cheques
iii.  Dr/Cr Cards
iv. Payzone
v. Bailiffs
And Others

c¢)  Facilitate Manual or automated journals to reflect bankings from Method of
Payments Control Accounts to Agresso Bank Accounts

d)  Create Bank Accounts with New Account Codes, with connection to Agresso
Bank Reconciliation

e) Use Agresso Bank Reconciliation to
1. Load Statements
ii. Auto Post Cash Book Items
ii. Reconcile Statement and Cashbook Items
iv. Produce Timely Reconciliation Reports

f)  For the Process to be successful, complete and auditable a decision was made
to Regenerate Transactions and Reconcile from April 2008 i.e. for 2008-9.

This meant the extraction of all income and bank transactions for 2008-9 and
reposting using the above methodology to facilitate bank reconciliation.

g)  Our involvement started in November 2008 after agreement with
Management and the Internal Project Team. The Internal Project Team was
already in place for some time, and had been working on preparatory
investigative work to ascertain current processes and potential weaknesses.
This was key to ensuring that these weaknesses could be addressed in the
reengineering.

h)  Appendix 1 Outlines an overview of the key process of the proposed new
procedure

Pagel| 7
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5.0 Findings and Review on Completion

Having now completed the key tasks, below we outline our key findings :

a)  Some 150,000 + rows have been posted to correct and implement new Income
and Bank Transactions

b) It was found that the reconciliation of bankings slips to bankings was
inadequate. Processes have now been put in place to resolve this issue.

c)  New Control Accounts have been created and procedures being put in place to
ensure they are reconciled and matched on a regular basis

d) New Bank Accounts have been created on Agresso and all 2008-9 transactions
have been reconciled where possible. Bank Reconciliation reports reconciling
to General Ledger have been produced for each bank account to 31.3.2009.

The process for reconciliations 2009/10 will start after the reconciliations for
2008/09 have been satisfactorily signed off by officers.
(estimated WC 10/5/09)

e) The format, process and reporting of reconciliation has been kept consistent
for each bank account. Once the reports are produced on a timely basis, a full
audit trail will be available. Reconciliation reports will need to be produced
and authorised on a timely basis

f) It is imperative that when a new bank account is opened or a new source of
income is identified i.e. control account, then the correct setup is done to

ensure consistency with the current setup.

g) By implementing these new processes and procedures confidence can be given
to the bank balances in Agresso for accuracy and completeness

h)  Appendix 2 Is a current overview of all of the bank accounts for year ended
31.3.2009

Pagel| 8
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6.0 PricewaterhouseCoopers Risks Review

The external audit review from PricewaterhouseCoopers is addressed here, based on
the proposed new processes and procedures. All High and selected Medium Risk

items have been selected for review.
Appendix 3 outlines the key of the Risk Ratings

6.1

High Risk — PWC Original Reconciliation Process

PWC Ref & | Control Weakness found PWC | PWC NBC ERP Review
Risk Risk Recommendations Response May 2009
Rating

4. With the exception of the | High Bank balances should be In hand, all bank | All the Bank accounts now
Bank accounts Housing agreed to the ledger system | accounts will reconcile between the
do not reconcile | Rents, Benefits and Agresso as part of the new be agreed to the | Agresso Bank Rec.
to the general Payments account, no other reconciliation process. This ledger and Module and Agresso GL.
ledger. accounts are being reconciled will ensure that correct feeder system as

back to the general ledger. financial data has been part of the

Instead bank balances are being recorded on the general new reconciliation

agreed back to the various ledger. process

feeder Phil Morrison

systems. 31 October
7. During our walkthrough of the High The Authority should ensure | Agreed. The format, and process
The General General Rate account that the format of this Currently under of the new reconciliation
Rate account reconciliation we noted the reconciliation is reviewed review. methodology will ensure
reconciliation following: and Phil Morrison that this does not happen
is not being [J The format of the simplified through the 31st October
performed in a reconciliation appears to be ongoing It is important that the
timely and unnecessarily complicated Bank Reconciliation review. reports are run and
effective and confusing. Staff should be able to unreconciled items are
manner. [] Staff were not able to explain demonstrate an dealt with on a timely

the type of transactions that understanding basis.

are recorded in the cash of how this reconciliation

book and couldn’t account for works and all supporting

the difference between the documentation should be

ledger and bank balance. retained in order to ensure a

[l Working papers for the clear audit trial.

preparation of the

reconciliation are often not

retained.

[] The process itself appears to

be intrinsically risky as it

involves a great deal of

manual matching.
10. During testing of 25 internal High Only officers with approved Agreed. We can confirm that
Unauthorised transfers we identified 3 access should action To be actioned relevant security changes
access instances transfers immediately. have been made to
resulting in where the individual who on Financial Director. Under | Bev Dixon ensure access is restricted
inappropriate actioned no circumstances should Implemented
transactions the transfer was not included on passwords be shared.
being the access list.
made. It was established that this is a

new member of staff who had
been given a managers
password

to undertake transactions on
Financial Director.

The value of transactions made
ranged from £45k to over £1m.

Page|
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PWC Ref & | Control Weakness found PWC | PWC NBC ERP Review
Risk Risk Recommendations Response May 2009
Rating

11. The Authority is unable to High All reconciling items should Review of The new reports will
Reconciling provide be reconciling items highlight all unreconciled
items are confirmation that reconciling investigated and cleared to items.
not being items ideally be carried out by
followed up have been investigated and within a month. the Good Practice on the
effectively. rectified. A clear audit trial should be Divisional resolution of unreconciled

It was noted during testing that: retained to demonstrate Accountant as items has been

[1 For the OAP reconciliation: what part highlighted

10/30 sampled items efforts have been made to of the monthly

remained un-reconciled after identify the un-reconciling reconciliation Continuous Monitoring

a month. An additional items and the outcome of process. and Management is

sample of larger reconciling this Procedure notes required in the area

items found 2 out of 9 process (i.e. cheque covering

transactions over £1m were cancelled, reconciling items

not cleared within the transaction written back to to be

following month. the documented as

[1 For the Agresso ledger). part of the

reconciliation: 19/30 sampled review.

items remained un-reconciled

after a month. An additional Phil Morrison

sample of larger reconciling Implemented

items found 8 out of 42

transactions over £1m were

not cleared within the

following month.

[ For the Special Interest

Reconciliation: In 1 out of 5

reconciliations tested,

reconciling items had not

been cleared by the following

month.

6.2 High Risk — PWC New Reconciliation Process
PWC Ref & Control Weakness found PWC | PWC NBC ERP Review
Risk Risk Recommendations Response May 2009
Rating

14 No reconciliations were High A clear audit trail should be | Where appropriate, New Agresso Excelerator
Without produced retained for all electronic Reports have been
retaining or for the Benefits Account until reconciliations reconciliation files developed and must be

reviewing copies
of the
reconciliations,
the Authority
can have
limited comfort
that the
reconciliations
have been
performed.
The use of
manual
matching in the
reconciliation

13/03/2008. The following
issues

have been noted with the
design

of the new reconciliation
process:

[1 The reconciliation is
produced on an Excel
spreadsheet and is
overwritten every day. It is
therefore not possible to
validate whether the process
has been carried out daily.
[ There is no independent

performed that shows who
performed and reviewed the
reconciliation along with the
dated completed.

In addition the Authority
should investigate whether
the

introduction of automated
matching is feasible.

will be secured on a
weekly or monthly
basis, with a
summary
reconciliation form
signed by author
and reviewer on a
daily/weekly/monthly
basis where
appropriate. The
intention is to move
this manual method
to Agresso to
maximise the use of

process review of the reconciliation the Agresso Bank
increases the performed. reconciliation
risk of data [] The reconciliation process system. There will
manipulation. involves a large degree of continue to
manual matching. be some manual
matching
required.

run on a timely basis.

It is imperative these are
stored for audit purposes

Page|
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PWC Ref & Control Weakness found PWC | PWC NBC ERP Review
Risk Risk Recommendations Response May 2009
Rating
15 As at the 31 March 2008 (year High The Authority should ensure | The Authority is The review is complete
By not end), the following work was still that the Bank ensuring that and New Process and
completing the outstanding: Reconciliations Bank Procedures have been
review, the [ The Authority had review is completed as a Reconciliation implemented.
Authority commenced but not matter of urgency. review is
has little comfort | completed their review of the For each account: completed as a Support and training is
over the Credit Suspense and [J a cumulative matter of urgency. | being given to Key
accuracy and Housing Rent accounts. No reconciliation should be Phil Morrison Resources.
completeness of | reconciliations have been performed for 06/07 and 31st October
their bank performed on these accounts 07/08, and
balances. This during 2007/08. ] a new process for
could lead to [1 The Authority had not begun reconciliations should be
misstatement of | their review of the Special designed and
the financial Interest or General Fund implemented for 2008/09.
statements Account. The process for the new
and increases As such, no cumulative reconciliations should be
the risk of reconciliation has been clearly documented in
fraudulent completed procedure notes and all
activity. Where for all of the above accounts. officers given training to
reconciliations understand both the
have not been process
performed for and purpose of the
the entire year, reconciliation.
no comfort can
be gained.
6.3 Medium Risk - PWC Original & New Reconciliation
Process
PWC Ref & Control Weakness found PWC | PWC NBC ERP Review
Risk Risk Recommendations Response May 2009
Rating
1 There are no procedure notes in | Medium | Procedures notes should be | Review of all bank | Detail Documentation of
Officers may be | place for the Special Interest, updated and drawn up for reconciliations is the new process had
unaware of their | OAP or General Rate Account all underway. started.
roles Reconciliations. reconciliations prior to being | Procedure notes
and In addition the procedure notes distributed to all responsible | to be drawn Training and Support is
responsibilities for the Agresso reconciliation officers. up and tested as being provided to Key
leading to an process are not up-to-date. The part of this Resources
increased risk of | notes contain no information on review.
error. the new system for cheques over Phil Morrison Key Resources have been
6 months old. 31st October for identified for each Bank
completion of Account.
bank
reconciliations
30th November
for
Procedure notes
3 Lists are sent to responsible Medium | Formal procedures should Review of The new reports trigger
Reconciling departments on a sporadic basis be reconciling items the follow-up of
items are but there are no defined put in place for following up to be carried out unreconciled items

not resolved on
a timely basis.
There are no
formal
procedures for
following up
reconciling
items.

procedures for how reconciling
items should be followed up
and to what timescale.

all

reconciling items.
Reconciling

items should be investigated
promptly and rectified by the
following month

by the Divisional
Accountant as
part of the
monthly
reconciliation
process
Procedure notes
covering
reconciling items
documented as
part of the review.
Phil Morrison
Implemented
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PWC Ref & Control Weakness found PWC | PWC NBC ERP Review
Risk Risk Recommendations Response May 2009
Rating
9 Only limited assurance can be Medium | Regardless of whether the Agreed New Agresso Excelerator
Reconciliations obtained that reconciliations are reconciliation is completed Standard Reports ensure
are not performed on a timely basis and in reconciliation reconciliations are
performed on a by appropriately qualified staff. hard copy or electronic summary front checked and authorised
timely During the review we noted that: format, sheet to be on a regular basis
basis or by 0 all reconciliations should be | completed and
appropriately All General Rate and OAP signed off and dated by the signed and
qualified reconciliations have been preparer and undertaken on | date by the
staff. produced electronically and a responsible officer
therefore were not explicitly timely basis. If the and reviewer.
dated or initialled by the reconciliation is performed Phil Morrison /
preparer; and in Jenny
[1 16 out of 30 Agresso an electronic format, the Coombs / Steve
Payment reconciliations date Marks
tested were not performed on and initials of the preparer Implemented
a timely basis (i.e. not during should be input
the following working day). electronically.
13 For 28 out of 30 Agresso Medium | For each reconciliation, the The cash book All GL and Bank
The Agresso Payment Account reconciliations balance as per the cash does not agree reconciliation errors
balance tested, cash book balances book to Agresso by a relating to previous years
may be stated should agree to the Agresso | known have been resolved.
inaccurate. did not agree to the actual cash system. Any differences amount; most of
book. In the remaining 2 cases, should this discrepancy New Reports check the
cash book reports had been be investigated and rectified | has been GL balance compared to
mislaid. on corrected but a the Bank Rec. Balance
In all of these cases a timely basis. small difference
reconciliations were signed off In addition reconciliations remains. This is
by should not be signed off not a risk
the preparer as accurate. unless providing the
accurately completed. amount does not
change,
however
rectification is
currently being
investigated.
All reconciliations
will be reviewed in
order to identify
any issues.
Phil Morrison
Implemented
17 The number of un-presented Medium | The Authority should ensure | Agreed. Old cheques are in the
The Authority is aged that all cheques over 6 Process for process of being
accounting for cheques (over 6 months old) has months cancelling those cancelled . The new
cash increased during the year. At the old are cancelled. over 6 months old | reports highlight
flows that might year end there were 42 cheques to be outstanding cheques in
not over 6 months old which revisited date order
occeur. amounted to £98,951.30 an Phil Morrison /
increase of £94,343.46 from Jan Bev Dixon
2008. 31 October 2008
18 A number of un-reconciled items | Medium | Efforts should be made to Un-reconciled Unreconciled items are
The bank exist on the new Benefits identify what the un- items will be under review, and
balance is reconciliation. At the time of the reconciled items relate to identified during highlighted on the new

not reconciled
and

therefore may
be

inaccurate.

review the preparer was still
unsure as to what these relate.
These ranged in value from £1k
to

£7k.

and all should be cleared
promptly.

the year end
closedown and
cleared in the
new financial
year.

Phil Morrison

31 October 2008

Excelerator Report
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7.0 Key Processes and Procedures Going Forward and
Improvements in Internal Controls

Below we have highlighted the key steps and processes to ensure a successful
continuation of the processes and procedures implemented . It is imperative that :

a) An ‘Owner’ 1is identified for Daily Income Reconciliation. Their
responsibility will be to :
o Check Daily interface between Icon to Agresso
o Ensure Systems Reconcile Daily
o Ensure interface is at correct ‘Method of Payment Level’

b)  An ‘Owner’ is identified for each control account. Their responsibility will be
to:
o Check Income on Daily / Weekly Basis
o Process Banking Journals to bank accounts (may be automated)
o Identify and chase items that have not been banked on a timely
basis
Justify to management on a timely basis unreconciled items and balances on
the account

¢) An ‘Owner’ is identified for each bank account. Their responsibility will be
to:

Load Statements

Reconcile Items

Identify, question and document unreconciled items

Have authority to post correcting journals

Run and submit to management the Bank Reconciliation

Report, monthly or weekly depending on bank account

0O O O O O

d) Bank Statements are loaded Daily / Monthly depending on bank account

e) Unreconciled Bank Items are dealt with weekly and at month end reporting.
Unreconciled Bank items are documented with reasons at month end.

f)  Unreconciled Cash Book items reviewed monthly and any items over 6
months reversed, once authorised.

g) Bank Reconciliation Reports have to be produced, printed, reviewed,
approved and authorised monthly. Some accounts may require weekly
approval

h) It is imperative that resources are put in place, and maintained, for the

above tasks otherwise you may lose control of the reconciliation processes
and procedures
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8.0 Conclusion

The process of reposting and correcting income and bank transactions to facilitate the
use of the Agresso Bank Reconciliation Module for reconciliation purposes has been a
success. It is therefore imperative that the momentum is not lost and all key resources
involved are motivated to continue.

Whilst the original processes and controls were not clear or transparent the review has
identified anomalies amounting to only £11,500

With the new procedures and processes it should be easier to identify discrepancies
and anomalies.

The documentation of key process to support the resources on the tasks involved has
started. It is imperative that these documents are complete and maintained.

Our proposals going forward for effective internal controls and reconciliations are
resource intensive.

During the project NBC re-directed additional resources to the Project Team when
required from the original process. The original process emphasis was predominantly
manual, leaving resources little time for resolving Unreconciled items.

The new automated process and interfaces will enable resource to be directed to
identifying issues early and resolving Unreconciled items.

At the time of this report, ERP Systems Accountants are proving continued support to
the Project Team. We are also assisting in the development of the procedure
documentation and daily tasks lists.  Our aim is to ensure the resources in the
organisations outlined to maintain and implement these new processes have adequate
training and support from management and systems.

It is imperative that Key process and procedures outlined in this document are
maintained to mitigate any potential risk of irregularities and /or fraud.
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Appendix 1 -
Income to Bank Reconciliation Overview

Below is a brief overview of the methodology

Record DR  Cash Account
1 Income and CR  Income or Fund
Cash From ‘ICON’ Interface

l

Move Payment to

Reconciling Control DR  Stream Control Account
2 Accounts CR  Cash Account

Manual Journal or Automated

Record Banking Of
Income Stream DR  Bank Account

3 CR Stream Control Account

Manual Journal or Automated

Bank Reconciliation

Import Bank Statements Into Agresso

4 Reconcile Bank Account In Agresso
Bank Reconciliation
5 Reports Run Agresso Excelerator Reports
Confirm Reconciliation Balance to GL

Pag
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Appendix 2 -
Bank Reconciliations Status for Year Ended 31.3.2009
(as at 11/05/09)
Bank Account Year End Reconciliation | Unreconciled | Unreconciled
Reconciliation | Balance Cash Book Bank
Produced Agrees to Entries Statement
General Entries
Ledger
Payments Yes Yes 823 Cheques 11
GL AC-BI100 10 Other
Housing Benefit | Yes Yes 1155 Cheques | 8
GL AC —BO051 2 Other
General Rate Yes Yes Nil Nil
GL AC —B054
Housing Rent Yes Yes Nil 68
GL AC —B050
Special Interest | Yes Yes Nil Nil
GL AC —BO055
Credit Suspense | Yes Yes Nil 190
GL AC — B052

We are aware that tasks are in place to investigate and accrue for unreconciled bank
Statement entries, for the purposes of year end.
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Appendix 3 -

PWC Risk Assessment Key

Each of the issues identified has been categorised according to risk as follows:

Risk Assessment rationale
rating

o0 Control weakness that could have a significant impact upon, not only the system, function or process

objectives but also the achievement of the Authority’s objectives in relation to:
Critical ) .
+ the efficient and effective use of resources
+ the safeguarding of assets
+ the preparation of reliable financial and operational information
+ compliance with laws and regulations.
() Control weakness that has or is likely to have a significant impact upon the achievement of key

system, function or process objectives.

High ) S ) L

9 This weakness, whilst high impact for the system, function or process does not have a significant
impact an the achievement of the overall Authority objectives.
Control weakness that:
Medium + has a low impact on the achievement of the key system, function or process objectives; andfor
+ has exposed the system, function or process to a key risk, however the likelihood of this risk
occurring is low.

Control weakness that does not impact upon the achievement of key system, function or process
objectives; however implementation of the recommendation would improve overall control.

Low

Pagel| 17
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NORTHAMPTON
BOROUGH COUNCIL
AUDIT COMMITTEE REPORT

Report Title Payroll Audit Report 2007/08 and 2008/09
AGENDA STATUS: PUBLIC
Meeting Date: 2" June 2009
Directorate: Finance and Support
Accountable Cabinet Member: Clir Mildren
Ward(s) N/A
1. Purpose

1.1 To provide an update on progress with audit recommendations made in the
2007/08 and 2008/09 Internal Audit Reports.

2. Recommendations

2.1 To note recent progress on recommendations made.

3. Issues and Choices

3.1 Report Background

3.1.1 At the Committee meeting on 17" February 2009, the Audit Committee
requested that a report come back to the next meeting updating on the
overdue action points from the 2007/08 Audit Report.

3.2 Issues

3.2.1 There were 19 recommendations from the 2007/08 report, of which 5 were
High Risk recommendations. 10 recommendations have now been
implemented, 3 of which are High Risk.

3.2.2 Of the remaining 2 High Risk recommendations: 1 is related to segregation of
duties and the risk of fictitious employees being created and paid without
interception.  Access controls on Agresso 5.5 are currently under review
following the recruitment of a technical specialist within Human Resources
and this will be completed by end of June. However, there are manual
controls/procedures in place to mitigate the risk of this happening as an



3.2.3

3.2.4

3.2.5

3.2.6

interim measure. The 2™ high risk recommendation is related to approval for
BACS payments being independent from approval for invoice payments, and
updating of the authorised signatory list. This responsibility lies within
Finance who will review the process to ensure it is more closely controlled.

Of the remaining 7 recommendations, 2 are with Systems, 2 relate to HR and
the implementation of access controls and a review of the salary advance
process and the remaining 3 are with Finance following the recent move of
payroll into Finance. Action is being taken to address these.

The 2008/09 Audit Report is draft, but updates on the current position of
Payroll and recommendations. From the 11 new recommendations made, 5
have been implemented and actions have been taken to mitigate the
remaining 1 high risk recommendation. This relates to the risk of new starters
being created on the system undetected and the lack of control in the process
to avoid this happening.  This is with Systems to resolve, however, to
mitigate the risk of this happening, a process has been implemented that
makes it not possible for this to happen.

Of the remaining 5 recommendations to be implemented, 1 is with Finance
and 4 are with Systems. Action is being taken to address these
weaknesses.

Payroll moved from HR to Finance in April this year.  This will help to
alleviate some of the resource issues amongst the team, as there will be more
capacity, following training, within Finance to support payroll during peak
periods.

3.3 Choices (Options)
3.3.1 None
4. Implications (including financial implications)

4.1 Policy

411

None.

4.2 Resources and Risk

4.2.1 One member of the Payroll Team is on long-term sickness absence, which
has impacted on the capacity of the two remaining team members.
Following the necessary training, additional support will be provided by the
newly created Exchequer Team within Finance.

4.3 Legal

4.3.1 None.

4.4 Equality

441 There are no specific equalities implications arising from this report.

4.5 Consultees (Internal and External)

4.5.1

The Head of Finance & Assets has been asked to comment on this report.

4.6 How the Proposals deliver Priority Outcomes

4.6.1 Not applicable.



4.7 Other Implications
4.7.1  Not applicable

5. Background Papers

5.1  Copy of the 2007/08 updated Audit Report.

Catherine Wilson, Head of Human Resources
X7103
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AUDIT COMMITTEE REPORT

Report Title Internal audit annual report
AGENDA STATUS: PUBLIC
Audit Committee Meeting Date: 2 June 2009
Policy Document: NO
Directorate: Governance and Improvement
Accountable Cabinet Member: Malcolm Mildren
1. Purpose

1.1 To present our annual internal audit report summarising the findings of our audit
work for 2008/09 and providing our annual assurance opinion.

2. Recommendations

2.1 To review and note the report.

3. Issues and Choices

3.1 Report Background

3.1.1 The Government Internal Audit Standards (“GIAS”) and the Code of Practice
for Internal Audit in Local Government in the UK 2006 require the Head of
Internal Audit to provide a written report to those charged with governance
timed to inform the organisation’s Annual Governance Statement. As such,
the purpose of this report is to present our annual opinion of the adequacy
and effectiveness of the Council’'s system of internal control. This report is
based upon the work agreed in the annual internal audit plan and conducted
during the year.

Audit Committee Template/21/05/09



3.2 Issues

3.2.1 As noted in the report.

3.3 Choices (Options)

3.3.1 N/a

4. Implications (including financial implications)

4.1 Policy

4.1.1 ‘Significant Internal Control Issues’ should be considered for inclusion in the
Annual Governance Statement.

4.2 Resources and Risk

4.2.1 As identified in the annual report.

4.3 Legal
4.3.1 N/a

4.4 Equality
441 Nl/a

4.5 Consultees (Internal and External)

451 Director of Finance and Head of Finance and Assets

4.6 Other Implications
46.1 N/a

5. Background Papers

5.1 N/a

Chris Dickens

Senior Manager
PricewaterhouseCoopers LLP
01509 604041

Audit Committee Template/21/05/09
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Background and scope

Background to this report

The Government Internal Audit Standards (“GIAS”) and the Code of Practice for Internal Audit in Local
Government in the UK 2006 require the Head of Internal Audit to provide a written report to those
charged with governance timed to inform the organisation’s Annual Governance Statement (AGS). As
such, the purpose of this report is to present our annual opinion of the adequacy and effectiveness of the
Council’s system of internal control. This report is based upon the work agreed in the annual internal
audit plan and conducted during the year.

Whilst our report is a key element of the assurance framework required to inform the Annual Governance
Statement, there are also a number of other sources from which those charged with governance should
gain assurance. The level of assurance required from Internal Audit was agreed with the Audit Committee
at the beginning of the year and presented in our annual internal audit plan (and subsequent agreed
amendments). As such, our opinion does not supplant responsibility of those charged with governance
from forming their own overall opinion on internal controls, governance arrangements, and risk
management activities.

This report covers the period from 1 April 2008 to 31 March 2009

Acknowledgements

We are grateful for the assistance that was provided to us by Northampton Borough Council staff in the
course of our work.
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Our annual opinion

Introduction

Under the terms of our engagement we are required to provide those charged with governance with an
opinion on the overall adequacy and effectiveness of the Council’s:

e risk management

e control and;

e governance processes.

Collectively we refer to all of these activities in this report as “the system of internal control”.

Our opinion is based on the audit work performed as set out in the 2008/09 internal audit plan agreed by
the Audit Committee on 26 February 2008 and subsequently agreed amendments. Our opinion is subject
to the inherent limitations set out in the Limitations and Responsibilities section of this report.

Annual opinion on internal controls

It is management’s responsibility to develop and maintain a sound system of internal control, and to
prevent and detect irregularities and fraud. Internal audit work should not be seen as a substitute for
management’s responsibilities for the design and operation of these systems.

We have planned our work so that we had a reasonable expectation of detecting significant control
weaknesses. However, internal audit procedures alone, although they are carried out with due
professional care, do not guarantee that fraud will be detected. Accordingly, our examinations as internal
auditors should not be relied upon solely to disclose fraud, defalcations or other irregularities which may
exist, unless we are requested to carry out a special investigation for such activities in a particular area.

We have completed the program of internal audit work for the year ended 31 March 2009 (taking account
of agreed amendments to the plan) and we can report that our work did not identify any significant control
weaknesses that we consider to be pervasive in their effect on the system of internal control.

Our work in relation to risk management and governance has been mainly supportive with training being
provided in both areas to both officers and members. We look forward to controls in these key areas
continuing to develop and improve during 2009/10.

However, we have identified significant control weaknesses that, whilst isolated to the following specific
systems and processes, when taken in aggregate have a significant impact upon the system of internal
control:

e Core financial systems:

— Fixed Assets;

— Debtors;
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- Payroll;
— Uniclass creditors;
— Bank reconciliations; and
— Housing Rents.
e Car parking income.

We believe that these weaknesses are ‘Significant Internal Control Issues’ and should be considered
for inclusion in your Annual Governance Statement.

Consequently, we can only give limited assurance on the design adequacy and effectiveness of the

system of internal control.

The Council’s response

We are aware that the Council has actions planned to address the significant internal control issues we
have identified.
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Internal audit work conducted

Current year’s internal audit plan

Our internal audit work has been conducted in accordance with our letter of engagement, GIAS, the Code
of Practice for Internal Audit in Local Government in the UK 2006 and the agreed Annual Internal Audit

plan.

The Annual Internal Audit plan was agreed with the Audit Committee on 26 February 2008. Changes to
our plan were agreed by the Head of Finance and reported as part of our Internal Audit Progress reports

to the Audit Committee.

The results of individual audit assignments (and summary of key findings)

We set out below the results of our work in terms of the number and relative priority of findings.

Date Assignment Number of findings
Completed assurance level
‘ Critical High Medium
General Ledger November Limited 0 0 6 6
2008
Debtors November No Assurance 0 5 8 7
2008
*Creditor Payments: November - 0 1 10 5
Agresso system 2008 Moderate
Uniclass system No Assurance
*Payroll December No Assurance 0 3 11 8
2008
Budgetary Control January Moderate 0 0 0 4
2009
Council Tax December Moderate 0 0 2 4
2008
Non Domestic Rates August 2008 | High 0 0 1 5
*Bank Reconciliations April 2009 No Assurance 0 2 9 1
Cashiers July 2008 Limited 0 0 8 11
Treasury Management November Moderate (with 0 0 2 6
2008 improvement)
Housing Benefits March 2009 Limited (with 0 2 4 3
significant
improvement)
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Date Assignment Number of findings
Completed assurance level
‘ Critical High Medium
Fixed Assets December No Assurance 1 0 7 4
2008
Housing Rents December No Assurance 0 5 8 1
2008
*Expenses (including July 2008 Moderate 0 0 4 7
members)
VAT December Limited 0 2 5 0
2008
Human Resources Deferred N/a N/a N/a N/a N/a
Regeneration March 2009 Moderate 0 0 4 2
Westbridge DLO:
*Call Out arrangements October No Assurance 0 3 7 0
2008
Fuel Management January Limited 0 6 3 0
2008
Housing Management — November No Assurance 0 4 5 2
Temporary Accommodation 2008
Procurement / VFM April 2009 Limited 0 1 4 6
Freedom of Information and July 2008 Limited 0 1 11 5
Data Protection
*Concessionary Fares March 2009 Moderate 0 0 4 2
Environmental Health July 2008 Moderate 0 0 2 5
*ICT audits March 2009 Limited 0 2 5 2
Risk Management Completed N/a - - - -
Governance & Management Completed N/a - - - -
Information
Performance Management & Deferred N/a - - - -
Improvement Delivery
General Follow up Ongoing N/a - - - -
NFI Ongoing N/a - - - -
Grants verification work Completed N/a - - - -
Unders and overs Completed N/a - - - -
Car Parking December No Assurance 0 6 8 1
2008
*Leisure Centre Income January Limited 0 0 11 7
2009
Petty Cash February Limited 0 1 4 5
2009

* Denotes in draft report stage

We have noted year on year improvements in relation to the control and operating environments in
relation to the following systems:
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e Agresso creditors;

e Council Tax;

e Cashiers;

e Treasury Management; and
e Housing Benefits.

Results of follow-up work

We have conducted follow-up work throughout the year, either as part of our assignment reviews, as a
separate review or through a follow-up audit which has looked at all other areas. In addition we have
implemented TeamCentral which is an audit recommendation tracking tool that allows us to monitor
progress being made against internal audit recommendations throughout the year. The data from
TeamCentral is included within Corporate Performance reviews.

We have noted that management have taken some steps to implement our recommendations, however
we still have some concerns over the number of management actions that remain outstanding in some
areas.

Implications for next year’s internal audit plan

In addition to conducting general follow-up work we will take account of those areas where we have
identified ‘significant control weaknesses’ during 2008/09. We will also continue to allocate a large part of
our audit plan to the finance function which has undergone considerable change in structure and
personnel.
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Limitations and responsibilities

Limitations inherent to the internal auditor’s work
Internal control

Internal control, no matter how well designed and operated, can provide only reasonable and not
absolute assurance regarding achievement of an organisation’s objectives. The likelihood of achievement
is affected by limitations inherent in all internal control systems. These include the possibility of poor
judgment in decision-making, human error, control processes being deliberately circumvented by
employees and others, management overriding controls and the occurrence of unforeseeable
circumstances.

Future periods

The assessment of controls relating to Northampton Borough Council is as at 31 March 2009. Historic
evaluation of effectiveness is not relevant to future periods due to the risk that:

o the design of controls may become inadequate because of changes in operating environment, law,
regulation or other; or

o the degree of compliance with policies and procedures may deteriorate.

Responsibilities of management and of internal auditors

It is management’s responsibility to develop and maintain sound systems of risk management, internal
control and governance and for the prevention and detection of irregularities and fraud. Internal audit
work should not be seen as a substitute for management’s responsibilities for the design and operation of
these systems.

We have planned our work so that we had a reasonable expectation of detecting significant control
weaknesses and, if detected, we carried out additional work directed towards identification of consequent
fraud or other irregularities. However, internal audit procedures alone, even when carried out with due
professional care, do not guarantee that fraud will be detected.

We have carried out sufficient procedure to confirm that we are independent from the organisation and
management.

Accordingly, our examinations as internal auditors should not be relied upon solely to disclose fraud,
defalcations or other irregularities which may exist, unless we are requested to carry out a special
investigation for such activities in a particular area.

Basis of our assessment

In accordance with the Good Practice Guidance supporting the Government Internal Audit Standards, our
assessment on risk management, control and governance is based upon the result of internal audits
completed during the period in accordance with the Plan approved by the Audit Committee. We have
obtained sufficient, reliable and relevant evidence to support the assertions that we make within our
assessment of risk management, control and governance.
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Limitations in our scope

The scope of our work has not been limited in any way during the course of the year.

Access to this report and responsibility to third parties

This report has been prepared solely for Northampton Borough Council in accordance with the terms and
conditions set out in our contract. We do not accept or assume any liability or duty of care for any other
purpose or to any other party. However, we acknowledge that this report may be made available to third
parties, such as the external auditors. We accept no responsibility to any third party who may receive this
report for any reliance that they may place on it and, in particular, we expect the external auditors to
determine for themselves the extent to which they choose to utilise our work.
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In the event that, pursuant to a request which you have received under the Freedom of Information Act 2000 (as the
same may be amended or re-enacted from time to time) or any subordinate legislation made thereunder (collectively,
the “Legislation”), you are required to disclose any information contained in this report, we ask that you notify us
promptly and consult with us prior to disclosing such information. You agree to pay due regard to any
representations which we may make in connection with such disclosure and to apply any relevant exemptions which
may exist under the Legislation to such information. If, following consultation with us, you disclose any such
information, please ensure that any disclaimer which we have included or may subsequently wish to include in the
information is reproduced in full in any copies disclosed.

©2009 PricewaterhouseCoopers LLP. All rights reserved. 'PricewaterhouseCoopers' refers to
PricewaterhouseCoopers LLP (a limited liability partnership in the United Kingdom) or, as the context requires, other
member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal
entity.
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NORTHAMPTON
BOROUGH COUNCIL
AUDIT COMMITTEE REPORT

Report Title External Audit Update
AGENDA STATUS: PUBLIC
Audit Committee Meeting Date: 2 June 2009
Policy Document: No
Directorate: n/a
Accountable Cabinet Member: Clir Mildren

1. Purpose

1.1 External audit progress update

2. Recommendations

2.1 To note the attached summary

3. Issues and Choices

3.1 Report Background

3.1.1 Attached is the external audit update note on final accounts and the use of

resources assessment.

3.2 Issues

3.2.1 N/A at this stage in the audit of 2008/09 accounts or the use of resources

assessment.

3.3 Choices (Options)

Audit Committee Template/22/05/09



3.3.1 N/A

4. Implications (including financial implications)

41 None

5. Background Papers

5.1  See attached update

Report Author:
David Brett
KPMG
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Northampton Borough Council

Audit Committee

2 June 2009

External audit progress report
1 Audit of accounts to 31 March 2009
Progress to date

We have completed our planning work and assessment of the Authority’s control environment
for the 2008/09 audit. We will present our full Interim Audit Report to the Audit Committee on
22 June.

2 Use of Resources Assessment 2009
Progress to date

We have completed the first stage of our work on the Authority’s Use of Resources assessment
for 2009. We have reviewed the Authority’s self-assessment and held meetings with relevant
officers. The next stage in the process is Area Based Challenge where we will meet with other
auditors in the region to discuss, compare and challenge preliminary findings in order to ensure
consistency in assessments.

We will report fully on our assessment in our Report to Those Charged With Governance in
September.

KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG
Europe LLP and a member firm of the KPMG network of independent Registered in England No OC301540
member firms affiliated with KPMG International, a Swiss cooperative. Registered office: 8 Salisbury Square, London EC4Y 8BB
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