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1. Purpose of the report

1.1 To inform the Audit Committee of the work undertaken during the second quarter by
the Internal Audit Service in completing the 2010/11 annual audit plan and reports
issued for outstanding 2009/10 audits together with the responsive fraud
investigation work. In addition, to provide details of the work the Council’s personnel
division has undertaken in supporting disciplinary action taken across all
departments by respective council managers.

2. State link(s) with Council Plan Priorities and actions and/or other Strategies:

2.1Audit and Risk Management contribute to the Council priority to deliver excellent,
customer focused, cost effective services by reviewing key services and making
recommendations for improvement where appropriate. Follow up work is undertaken
to provide assurance that managers have implemented agreed recommendations
and improvements.

3. Recommendations

3.1 The Audit Committee is recommended to note the audit coverage and progress
during the second quarter 2010/11.

3.2 That the Audit Committee notes the progress and responses recelved in respect of
outstanding audit recommendations.

3.3 That the Audit Committee confirms that the actions taken during Quarter 2 to




address the outstanding recommendations are appropriate.

4. Reason for recommendation(s)

4.1 The Audit Committee is responsible for monitoring the completion of the annual
internal audit plan and the implementation of agreed recommendations as part of its
Terms of Reference. In order to facilitate this, progress reports are provided on a
quarterly basis for review and consideration by the Audit Committee.

4.2 Where further action is required or recommended, this is highlighted in the covering
report and associated appendices and included in the recommendations for the
Audit Committee.

5. Other options considered
5.1 Not applicable

6. Summary

6.1 The internal audit service makes a significant contribution to ensuring the adequacy
and effectiveness of internal control throughout the authority. This report looks at the
work undertaken in the quarter ending 30 September 2010 and focuses on:

e Progress by Deloitte and Touche on internal audit coverage relative to the
approved internal audit plan, including the number of audit reports issued and
finalised;

e Progress in implementing outstanding internal audit recommendations with
special attention given to priority 1 recommendations;

e Details of investigative work undertaken relating to fraud and/or irregularities that
fall outside the remit of the Housing Benefit Fraud Investigation Team, including
information in respect of disciplinary action taken; and

e Information on the reasons for the creation of a corporate anti-fraud resource
within Audit & Risk Management.

6.2 The information has been complied from information held within the Audit & Risk
Management business unit and from records held by Deloitte and Touche and the
Council’s corporate Human Resources business unit.

7. Head of Legal Services Comments

7.1 The Head of Legal Services has been consulted in the preparation of this report, and
advises that there are no direct legal implications arising from the report.

8. Chief Financial Officer Comments
8.1 The Chief Financial Officer supports the contents and recommendations set out in




this report and in particular the progress reported both in relation to the in year
planned activity and also following up outstanding recommendations from prior
years. ‘

8.2 The proposed integration of the audit and housing benefit investigation functions
should enable the council to be best placed to deal with a likely increase in fraudulent
activity as set out in paragraph 19.5. Furthermore, a review and update of the
Council’s corporate anti-fraud policies and strategies is planned and will be provided
to the Audit Committee to review and approve as set out in the terms of reference.

9. Head of Procurement Comments
9.1Not applicable

10. Equalities and Community Cohesion Comments

10.1 This report deals with how risks to service delivery are managed across all areas of
the council, which have an impact on various parts of the community.
Improvements in managing risks and controls will therefore improve services the
Council provides to all sections of the community.

11. Consultation

11.1 No external consultation was required or undertaken in the production of this
report. Consultation is undertaken with respective service managers, Assistant
Directors and Directors during the audit process and in the production of individual
internal audit reports and follow up programmes. Their comments are included in
the final report which is circulated in accordance with the agreed internal audit
reporting protocol.

12. Service Financial Comments

12.1 There are no direct financial implications arising from this report. The work
completed by Deloitte and Touche is part of the five year contract which was
awarded following a competitive tendering exercise in compliance with EU
regulations from 1 April 2007. The costs of this contract are contained and
managed within the Audit and Risk Management revenue budget.

13. Use of appendices

13.1  Appendix A — Deloitte and Touche Progress report
Appendix B - In-house Team - investigations into financial irregularities
Appendix C — Council-wide disciplinary information




14. Local Government (Access to Information) Act 1985

14.1For access to the background papers or any further information please contact
Anne Woods on 0208 489 5973.

15.Performance Management Information

15.1 Although there are no national or Best Value Performance Indicators, local performance
targets have been agreed for Audit and Risk Management. These form part of Corporate
Resources’ reporting processes, but are detailed below for information. Table 1 below
shows the targets for each area of audit activity monitored and gives a breakdown between
the quarterly and cumulative performance.

Table 1

Pl Ref. | Performance Indicator 2" Quarter | Year to date | Target

A1 Audit work Completed vs. Planned 71% 75% 95%
programme

A2 User satisfaction (1 = low, 5 = 4 3.71 3.75
high) ‘

A3 Time taken to complete 6.5 weeks 8 weeks 8 weeks
investigations (2009/10 referrals)

A4 Priority 1 recommendations 100% 100% 95%
implemented at follow up

16. Internal Audit work — Deloitte and Touche contract

16.1 The activity of Deloitte and Touche for the second quarter of 2010/11 to date is detailed at
Appendix A, which also includes reports issued for outstanding work from the 2009/10
audit plan. Members of the Audit Committee receive detailed summaries of all projects for
which a final report has been issued on a monthly basis to allow for any issues to be raised
and discussed in a timely manner. Appendix A provides a list of all final reports which have
been issued during the quarter, together with detailed summaries of all reports which are
issued with a ‘limited’ assurance rating.

16.2 Appendix A also provides detailed summaries of all recommendations which were
previously recorded as outstanding at the time of the follow up audit work. Members have
been monitoring the progress and implementation of these at each Audit Committee to
ensure that managers were taking appropriate action to address outstanding
recommendations. As at 30 September, only 2 recommendations from prior years
remained outstanding: 2005/06 - One Priority 2 recommendation remains outstanding; and
2007/08 - One Priority 3 recommendation remains outstanding. Work is ongoing to address
these and internal audit is satisfied that managers’ actions are appropriate to manage the



lower priority risks facing the Council. Internal Audit will continue to monitor implementation
of recommendations to ensure appropriate actions are taken to mitigate identified risks.

16.3 A summary of all follow up audit projects for 2008/09 work which have been undertaken is

also included in Appendix A (pages 16-17). We have followed up on 181 recommendations
to date and found that 174 (96%) have been implemented and seven are no longer
applicable which means that there are no outstanding recommendations from 2008/09. All
Priority 1 recommendations followed up to date, where the deadline for implementation has
passed, have been implemented.

16.4 A summary of all follow up audit projects for 2009/10 work which have been undertaken is

also included in Appendix A (page 19). We have followed up on 29 recommendations to
date and found that 27 (93%) have been implemented and one is no longer applicable. Ten
out of eleven Priority 1 recommendations followed up to date, where the deadline for
implementation has passed, have been implemented. One Priority 1 recommendation is in
progress and the details provided at Appendix A.

16.5 To date, 71% of the planned annual programme of work for quarter 2 has been delivered,

the reduced delivery was as a result of clients’ annual leave commitments. To date, 75% of
the planned work has been completed, although at this stage there are no issues identified
at this date which will prevent the 95% annual target from being achieved. Ongoing

monthly contract monitoring reviews ensure that performance levels are kept under review.

16.6 In conjunction with the Director of Corporate Resources, Directors are kept advised of the

17.

171

outstanding recommendations and any actions required to ensure that implementation of
recommendations is achieved. From 2008/09 onwards, the implementation of Priority 1
recommendations has been included in the performance reporting requirements for all
departments. During quarter 2, Internal Audit are satisfied that managers have been taking
appropriate action to address the issues raised in the original recommendations prior to
2008/09.

In-house Team - Fraud investigation/Irregularities

In accordance with the Council’s Constitution, Internal Audit investigates all cases that fall
outside the remit of the Housing Benefit Fraud Investigation Team and the Information
Security Policy. Appendix B details the individual cases that were completed by the In-
house Team to date in 2010/11 and any which were brought forward from 2009/10. The
listing at Appendix B also includes any referrals made using the Council’s whistle blowing
policy which were investigated by Internal Audit. During the second quarter, one
whistleblowing referral was made.

17.2 Within the second quarter, six new cases were referred to Internal Audit for investigation,

and four cases were completed during the quarter involving Council employees. The four
cases completed took 6.5 weeks on average to complete, within the agreed performance
target of 8 weeks. Internal Audit work closely with officers from personnel and the service
involved to ensure that the investigation is completed as quickly as possible.



17.3 The Council has a dedicated email address and telephone number, which is advertised on

the Council website, by which members of the public can report instances of suspected
fraud or irregularity. The In-house Team manage and monitor these referrals. During the
second quarter, 22 referrals in relation to new allegations were made via the Council’s
email reporting facility. Of these, seven related to housing benefits issues and were referred
to the Housing Benefit Fraud Investigation Team for further review, five related to potential
subletting frauds and five referrals related to school admissions. Five referrals were not
related to fraud within Haringey Council.

17.4 The In-house Team also investigates claims of non-receipt of Council cheques. In the

18.

second quarter of 2010/11, there have been no referrals for investigation and no losses to
the Council. Improvements in procedures, including the introduction of ‘positive pay’
whereby the council’s banking team receives information on cheques before they are
cleared, and new cheque security measures have reduced the opportunity for attempted
fraud in this area.

Council-wide disciplinary statistics

18.1 Appendix C details the number of disciplinary suspensions and/or action taken in the

second quarter of 2010/11. The data is taken from SAP and the information has been
provided by the Council’s Human Resources business unit in line with Council statistics
reported elsewhere.

18.2 During quarter 2, the number of disciplinary cases investigated was 63, with 45 remaining

19.

19.1

‘open’ at the end of the quarter. The average length of time taken to resolve disciplinary
cases in quarter 2 was 91 days, a reduction of 14 days compared with the average length
of time for the previous quarter’s cases. A number of the complex cases which contributed
to the increased length of suspension time in recent quarterly reports were resolved during
quarter 2, although some remain under investigation.

Corporate Anti-fraud Resources

The National Fraud Authority (NFA) was established as an Executive Agency of the Attorney
General’s Office in October 2008, to take forward the Government's response to fraud,
building on the 2006 Fraud Review. The NFA has estimated that the total scale of fraud
against the public sector amounts to some £25 billion per year, comprising £18 billion of
losses in tax through fraud and £7 billion of fraud against public sector expenditure,
including social security benefits.

19.2 There is a significant challenge to public sector organisations in attempting to balance

resources between fraud prevention and detection. As economic circumstances alter, the
motive and opportunities for fraud may increase and developing issues like identity
verification arise with the increase in online services. This applies equally to fraud threats
from inside and external to the organisation.



19.3 Frauds may be opportunistic attempts by individual members of staff, customers, or
contractors to obtain a financial advantage. The sums involved in any one such case may
be small, but these can mount up to significant losses of public money if there are a lot of
cases involved. At the other end of the scale, departments may suffer from more
systematic and premeditated attacks by organised crime groups. These may be fewer in
number but the losses in each case can be substantial. In some cases fraudsters may work
in collusion with the department’s staff. As well as diverting money that should be spent on
public services, fraud can undermine the position of honest citizens and businesses and
support the activities of those involved in other serious crime.

19.4 The Council faces a wide range of different risks from internal and external fraud, some
examples of which include:
» Benefit claimants who fail to declare all earnings, income or capital, or who conceal
family circumstances, to obtain benefits to which they are not entitled;
e People who claim discounts and allowances on Council Tax and/or NNDR to which
they are not entitled;
People obtaining social housing to which they are not entitled;
Contractors who claim payment for work which they have not carried out;
People or businesses who claim grants to which they know they are not entitled;
Employees colluding with contractors or criminals to defraud the Council by e.g.
selling details of departmental records to allow fraudulent claims for payment;
* Organised criminals obtaining large sums, for example through committing organised
fraud against the benefit system through stolen, forged or counterfeit documents, or
through creating fictitious benefit claims.

19.5 The Council is facing considerable challenges to deliver services whilst making substantial
savings over the next three years. Combined with the current economic situation, the risk
of fraud is considered to be increasing. The Council has reviewed the options available in
order to make the most effective use of existing resources in addressing fraud prevention
and detection. Combining the in-house fraud investigation resources within internal audit
and housing benefits would enable the Council to utilise existing skills in developing a
corporate pro-active approach which would focus attention on key and emerging risks, for
example as part of the National Fraud Initiative exercise.

19.6 An integrated and risk based corporate approach would therefore assist the Council to
better understand and manage the risks of fraud because this:

» Fits in with good corporate governance. A major element of good corporate
governance is a sound assessment of the Council’s business risks. Fraud risk should
be managed in the same way as managing any other business risk and should
therefore be approached systematically at both the organisational and operational
level;

* Helps with developing a range of measures which apply proportionate and well
targeted pressure at all levels of the problem;

» Can help achieve a cost effective approach in tackling fraud by focusing on areas of
greatest risk and where efforts may have the greatest impact; and



e Can be a helpful way of communicating to staff what the Council is trying to do and
what is expected from them. This can also assist in providing a deterrent message to
potential fraudsters that they are unlikely to succeed in attempts to commit fraud
against the Council.

19.7 In combining the audit and housing benefit investigation functions, an integrated and risk
based approach to tackling fraud can be developed. It will enable a clear policy and
strategy to be developed and implemented for the Council which will:

¢ Help to understand the size of the problem;

Understand the types of risk;

Assign responsibilities for tackling fraud;

Prepare plans for managing fraud risks;

Monitor performance and review plans as necessary;

Set targets;

Implement measures to tackle fraud;

Prevent and deter fraud; and

Detect, investigate and impose sanctions.

19.8 There is no single package of measures which can be applied universally by and across
the Council to tackle fraud. Measures need to be tailored to the type and size of risk faced
in order to try and achieve savings, or prevent fraudulent expenditure. Savings could arise
in three ways:

e The direct effects from recovering amounts defrauded;

« The preventive effect, through improved future compliance from those previously
detected committing fraud; and

e The deterrent effects on others as they learn of the greater efforts being taken to crack
down on fraud.

19.9 It is planned to review and update the Council’s corporate anti-fraud policies and strategies
in order to reflect the new corporate anti-fraud structure. These will be provided in due
course to the Audit Committee for review and approval, in accordance with the
committee’s terms of reference.
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Appendix C

Disciplinary Case Analysis July to September 2010

Introduction

The information in this report is taken from SAP, covering the period 01 July 2010 - 30 September

2010.

The data is based on Haringey Council employees who

e hold Permanent, Temporary or Fixed Term Contracts
e are considered as Supernumerary (employees that have been on a Temporary Contract for more
than 52 weeks)

Note that this data excludes:

e Casual or Sessional Workers
e Schools
o Agency Workers

Legend

“Adults, Culture & Community Services AS

‘The Children & Young People’s Service C

Corporate Resources CR
People & Organisational Development PO
Policy, Performance, Partnership & Comms | PP

Urban Environment UE

- Haringey Council Q HGY

The Council’s Disciplinary Procedure is considered as a tool to assist in good management and not
solely as a means of imposing sanctions or setting out procedures leading to dismissal.

The procedure aims to:

Allow managers to address issues of unsatisfactory conduct and seek improvements in
behaviour

Ensure that employees covered by the procedure are treated fairly and consistently

Ensure that proper and adequate procedures are observed before any disciplinary decisions are
taken

Help and encourage all employees to achieve and maintain standards of conduct, attendance
and job performance

Maintain discipline essential to the delivery of high quality services

Protect the health, safety and well being of staff, service users and members of the public
Safeguard the integrity and good reputation of the Council

(Disciplinary Procedure July 2005)
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Appendix C
Disciplinary Cases

This section looks at the number of formal actions taken against employees under the disciplinary
procedure based on data retrieved from SAP.

Disciplinary Cases by Directorate
_ MNoofcases  Noof employees
11 1

12 ; L

Directorate ~~ CasesOpen  CasesClosed
e
e

PP A 4 5 4

Hey 8

Please, note that the total number of cases is 63, but this only represents 58 employees. The reason
being, that one employee can have more than one case running concurrently. For example, an
employee’s dismissal could count as one case and their appeal as another.

« Policy, Performance, Partnerships and Comms has the highest percentage of disciplinary
cases against its workforce at 2.26% in this quarter

e 45 cases remain ‘open’ at the end of this period.

The following table looks at the stages of Disciplinary cases.

Stages of Disciplinary Cases
Stage  CasesOpen  CasesClosed  Totl %
Invest. - not suspended 4 4 18 % 29 |
- Invest. - suspended 20 11 31 49
ET i 3 : 0 3 |

Total . : 45 - 18 63 : 100
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The following table identifies the outcomes of the 18 cases that were concluded.

. Outcome

: Compromxse agre ment

DIS Appeal D|sm|ssed

Disciplinary Case Outcomes

Invest. -
Invest. -

not

o

o
o
o

Invest. - Invest. -

 suspended = SusPended | appeal | ET 1

Total

Appendix C

|

i
H 3 !
i {

{

0

Dis. Appeal Part Upheld 0 1

Dis. Appeal Upheld . 0o : - 0

] Dss Appeal Wlthdrawn ) 0 1

' Dis. Dismissal - 7 é 8 }14
Dis. ET Withdrawn o . 0
DIS Flnal ertten Warnlng ““““ o0 o | 2 11 .
D|s No Action N o o - 0

‘ DIS Other

i
{
t

DIS Relegatlon/Demotlon ’

H
1}
i
¥

¢

- 0o on

, ’DIS Resngned

. Dis. Verbal Warnmg

3‘ st Wntten Warnmg

f Escalated to next stage

; Suspensmn Ln‘ted

- olooo/~- 00N O~

' Total ) ”

'~ 002 Mo oo ooo -+ oo oo

e 44% of cases resulted in Dismissal
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O 0o oo o oo o ©Oooo o oo o
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This table displays reasons for Disciplinary action against employees.

Reason

‘ Assault

~ Attendance
Behawour
Fraud / Theﬁ
M:suse of resources
Neghgence
Other |
Total

Reasons for Disciplinary Cases

1

ot

3
45

CasesOpen  CasesClosed  Totl

e
A
16

6

18 63

W W o N NN

¢ The highest cause for disciplinary action was for Behaviour at 35%
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This table looks at the ethnic breakdown and gender split for Disciplinary cases

Disciplinary Case employee representation

: Ethnlc Class
B&ME
‘ Whlte
Not Declared

by Ethnicity and Gender
Male

Tota
s

Total o

Female

All

Total

180
3
3 |

%

i

i

S

100

Appendix C

e 33% of the workforce is male, but the male representation with disciplinary cases is significantly
higher at 50% .

The following table looks at the ethnic breakdown per Directorate and across grade bands. m

. Dir

w;B&ME
' White §
kmmlww
 B&ME |
White
Total
”§B&ME

AS

Ot
PO
PP
UE

HGY

Disciplinary Case employee representation by

Ethnicity and Grade Band

(T Total no. in grade band, WF = % of total disciplined employees in Dlrectorate)

Ethnic | SC1-SC5

SC6-S02 |

!

PO1-PO3

PO4 PO7 §

PO8+

TOTAL

 Group f T L WF

T

WF

T

. 60

oot o

—

%Mm

B

10

20 |

i

T

WF

70 |

30
100

50

50

11

o4 43

Total

NB: 2 employees are excluded from the above table due to not having an ethnicity declared
1 employee is from the Children’s Directorate and in salary band PO8+
1 employee is from Adults, Culture & Comms Directorate and in salary band SC1-SC5

i

F-R RN CR R NG TR R U N
[

i

O ® - O =+ 0O O O =

12

11
11

21
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N

11

20
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Appendix C
Suspensions

This table shows a summary of suspension cases.

No.ofcasesheard 11

~No. of cases not concluded - leaver

Summary of Suspension Cases

fCaSevétatué - tal |

No. of cases not concluded

Jotal

Timescales (no of days) of Suspension Cases

The table below looks at the 31 suspension cases and identifies the no. of working days each case has
taken. If the case has not concluded by the end of the period, the number of working days is calculated
from the start date of the current disciplinary stage to the end of the quatrter.

The table also identifies, by directorate, the average number of days suspension for all cases, the
maximum days for a single case and average days suspension for cases heard within that period.

Timescales (no of days) of Suspension Cases

- 6l
. Directorate 1-60 120 |

H

—p— " Avg

5121— 181- 240+% Total | Total | daysof @ Max. days of
- 180 | 240 ' cases days  total | Days | cases

i

.. cases | "~ heard
|

0 o 8 | 207 37 76 4

1 1 0 10 1151 115 244 2 | 63

UE 1

“HGY .16

6 | 215 36 79 1 79

1 95 | 95 = 95

‘Total cases @ .

closed

S5

S

o 0o 0o o0

'~ o o
o

6 1058 176 348

w M o o o

31 28161 91 | 348 11 | 95

011 1

On average, 91 days were spent on each suspension case within the quarter.
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Appendix C

Average and Maximum Days Taken for Suspension Cases by Directorate

450
400 1
350 1
300 -
250 {
200
150 {
100 {4

AS C CR PO PP UE HGY

B8 Avg. days & Max. days

The chart below looks at the number of suspension cases per quarter and highlights Haringey Council’s
average number of days per case.

No. of Cases and Average days taken per Case
by Quarter
200
160 A
120 A
80 -
40 -
O -
Oct09 - Dec09 Jan10 - Mar10 Apr10 -Juni0 Jul10 - Sep10
@ Total Number of Cases B Average Days per Case

Due to a number of difficult and complicated cases being concluded there has been a 14 day reduction
in the in the average days taken per case for this quarter compared with the last quarter.
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