Haringey Council

Agenda item:

Audit Committee On 3 February 2011

Report Title: Internal Audit Progress Report — 2010/11 Quarter 3

Report authorised by: Director of Corporate Resources
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Report of and Contact Officer: Anne Woods, Head of Audit and Risk Management
Tel: 020 8489 5973
Email: anne.woods@haringey.gov.uk

Wards(s) affected: All Report for: Non-key decision

1. Purpose of the report

1.1 To inform the Audit Committee of the work undertaken during the third 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 and housing
benefit 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 third quarter 2010/11.

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

3.3 That the Audit Committee confirms that the actions taken during Quarter 3 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 31 December 2010 and focuses on:

o 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;

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

» Details of investigative work undertaken relating to fraud and/or irregularities
including those within the remit of the Housing Benefit Fraud Investigation Team,
including information in respect of disciplinary action taken.

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 Commenis

7.1 The Head of Legal Services has been consulied in the preparation of this report, and
advises that there are no direct legal implications arising out of 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
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planned activity and also following up outstanding recommendations from prior
years.

8.2 That the integration of the audit and housing benefit investigation functions is now
complete has been noted and should place the council in a stronger position to
direct resources more effectively and help to reduce risk down. It is noted that the
pro-active counter-fraud framework and draft plan is being developed and will be
presented to the Audit Committee for formal approval later in the year.

8.3 There are no specific financial implications to highlight.

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 3 Quarter | Year to date | Target

A1l Audit work Completed vs. Planned 85% 80% 95%
programme

A2 User satisfaction (1 = low, 5 = 4.0 3.83 3.75
high)

A3 Time taken to complete 7.75 weeks 8 weeks 8 weeks
investigations (2009/10 referrals)

A4 Priority 1 recommendations 90% 90% 95%
implemented at follow up

16. Internal Audit work — Deloitie and Touche contract

16.1 The activity of Deloitte and Touche for the third 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 surnmaries 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. Only 2 recommendations from prior years remain outstanding: 2005/06
- One Priority 2 recommendation remains partly implemented; and 2007/08 - One Priority 3
recommendation remains partly implemented. Work is ongoing to address these and
internal audit is satisfied that managers’ actions are appropriate to manage the lower
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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 2009/10 work which have been undertaken is

also included in Appendix A (page 13-14). We have followed up on 94 recommendations to
date and found that 77 (82%) have been implemented, six are no longer applicable, eight
are in progress, and one recommendation had not reached its due date. Seventeen out of
twenty Priority 1 recommendations followed up to date, where the deadline for
implementation has passed, have been implemented. Two Priority 1 recommendations are
in progress and the details provided at Appendix A.

16.4 To date, 85% of the planned annual programme of work for quarter 3 has been delivered,

the slightly reduced delivery was as a result of clients’ annual leave commitments at the
end of 2010. To date, 80% of the total planned work has been completed, and 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.

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

17.
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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 3, Internal Audit are satisfied that managers have been taking
appropriate action to address the issues raised in the original recommendations prior to
2009/10.

In-house Team - Fraud investigation/Pro-active work

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 third quarter, two whistle
blowing referrals were made.

17.2 Within the third quarter, nine 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 7.75 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 In-house Team also investigates claims of non-receipt of Council cheques. In the third

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.

17.5 Since the creation of the corporate team in December 2010, the in-house fraud

18.

18.1

investigation resource has been increased to enable the Council to develop a corporate
pro-active approach. During the fourth quarter of 2010/11, the team will develop its
programme of work to focus on key risks facing the Council. This work programme will
include the National Fraud Initiative exercise, for which potential data matches will be made
available in February 2011. Some initial pro-active counter-fraud projects will be
undertaken during the fourth quarter and the section has begun working with Homes for
Haringey and the Strategic and Community Housing Service on developing an approach to
target and investigate housing and tenancy fraud. The pro-active counter-fraud framework
and draft plan will be developed and presented to the Audit Committee for formal approval
later in the year.

Housing Benefit counter-fraud

The function for investigating benefit fraud was transferred to the Audit & Risk Management
business unit on 13 December 2010. The HB Fraud Team spent a large proportion of the
third quarter processing outstanding claims and identified 128 existing cases which were
able to be closed with no identified fraud, although these may still have an overpayment
and a possible caution associated with them and these will be progressed during the fourth
quarter.

18.2 As a result of cleansing the system of old‘ cases, the team achieved a total of eight

prosecutions (compared to 6 in the second quarter). However, there were no lower
sanctions — admin penalties, or cautions — achieved during the third quarter, compared to a
total of 28 cautions and five admin penalties achieved in quarter 2. It is anticipated that,
with the investigation work that was started, that a further 16 lower sanctions can be
progressed during the fourth quarter. Although the capability to apply lower level sanctions
will be retained, the team’s focus going forward will be on securing prosecutions and
working with Legal Services and other services across the Council to recover money and
assets using relevant legislation, including the Fraud Act and Proceeds of Crime Act.

18.3 During the third quarter, seven prosecution cases resulted in an overpayment. The total

overpayment identified for the seven cases was £90.7k, of which £18.3k (20%) has already
been recoverad. Two cases have been recovered in full — a total of £13.5k —and Legal
Services are currently attempting to secure a charge order of £40k against a property for a
third case. Payment plans are in place for 2 of the remaining cases, where £4.7k of the total
debt of £23.1k has already been recovered. The team will be working with the HB recovery
tearn and Legal Services to ensure that all options for recovery are considered when fraud
has been proven.

[e}



19. Council-wide disciplinary statistics

19.1 Appendix D details the number of disciplinary suspensions and/or action taken in the third
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.

19.2 During quarter 3, the number of disciplinary cases investigated was 72 (an increase of nine
from the previous quarter), with 35 remaining ‘open’ at the end of the quarter. The average
length of time taken to resolve disciplinary cases in quarter 3 was 95 days, broadly similar
to the average length of time for the previous quarter’s cases.
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Appendix C
Haringey Council — Audit Committee

Disciplinary Case Analysis October to December 2010

Introduction

The information in this report is taken from SAP, covering the period 01 October 2010 - 31 December
2010.

The data is based on Haringey Council employees who
» hold Permanent, Temporary or Fixed Term Contracts
Note that this data excludes:

e Casual or Sessional Workers

e Schools
e Agency Workers

: Legend

Adults, Culture & Community Services ~ AS

The Children & Young People’s Service G
bepérate“ neékgyumesm o o CR
People & Organisational Development PO
Policy, Performance, Partnership & Comms PP
UrbanEnV]ronment ST T o UE |
Harmgeycoum” o . 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 1o:

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

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

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

s Help and encourage all employees 1o 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
(Discivlinary Procedure July 2005)



Appendix C
Disciplinary Cases

This section looks at the number of formal actions taken against employees under the disciplinary
procedure.

Disciplinary Cases by Directorate

%;:”Directokrate | Casﬁés‘OpVen | Casés Cloysekd - 'No of césesk No/o“fkerﬁ/biéyééé

>SRN N

Please, note that the total number of cases is 72, but this only represents 66 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.

» Urban Environment has the highest percentage of disciplinary cases against its workforce at
2.60% in this quarter

s 35 cases remain ‘open’ at the end of this period

The following table looks at the stages of Disciplinary cases.

Stages of Disciplinary Cases

S‘tag@ o  Cases Ohen ~ Cases Closed Total | %
“Invest. - not suspended 14 17 31 43
Invest. - suspended 17 12 29 40
o : ; 3 1 | . Y s
- Appeal | | 3 6 | 9 : 13
Total - 35 ; 37 | 72 100
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Appendix C
The following table identifies the outcomes of the 37 cases that were concluded.

Disciplinary Case Outcomes
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s 19% of cases resulted in Dismissal

This table displays reasons for Disciplinary action against employees.

Reasons for Disciplinary Cases

i‘ Reason | Cases Open 'CaseskC!esed kTotal “ % |
?Assaui‘t 0 0 | | 0 | 0
f'Attendance o . | . ; o e
Behawour | 1O | ﬁ | N 2‘2 o 2'9’
Fraud /Theft 3 I E 15
‘ Misuse of resources 1 4 o 6
Negligence 11 ? 20 - 28
Other j : 5 : 9 : 13
Total | 35 37  : 72 100

B O W @

» The highest cause for disciplinary action was for Behaviour ai 29% and 28% for Megligence
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This table looks at the ethnic breakdown and gender split for Disciplinary cases

Ethnic‘ kC'iaes
B&ME
:Wme ;
Not Declared 0 o0
o | T

Disciplinary Case employee representation
by Ethnicity and Gender
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Appendix C

e 33% of the workforce is male, but the male representation with disciplinary cases is significantly
higher at 58%

The following table looks at the ethnic breakdown per Directorate and across grade bands.
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NB: 2 employaes are excluded from the above table due to not having an ethnicity declared
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Both employees are from Adults, Culture & Comms Directorate and in salary band 5C1-8C5
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Appendix C
Suspensions

This table shows a summary of suspension cases.

Summary of Suspension Cases
Case status - Total |
‘No.of cases heard 9
No. of cases not concluded | u 17
No. of cases not concluded - leaver 3
ETotalk AoEs TS 29

Timescales (no of days) of Suspension Cases

The table below looks at the 29 suspension cases and identifies the no. of working days each case has
taken. If a case has not concluded by the end of the quarter, the number of working days is calculated
from the start date of the suspension 1o the end of the quarter.

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

61- . 121- 181- 5240+; Total * Total daysof = Max.

120 180 = 240 - cases days  total = Days
S cases

Total
- Directorate = 1-60 . cases
: - heard

AS 5 2 o 7 35 52 93 1

c 31 9 1247 139 289 2
2

‘CR o f 4

o o o o
o o »~ o
sl

o 5 379 76 = 92
PO 0 0 1 12 12 12
PP 4 0o 0 0o 0 1 5 5 54 0
UE 4 0o 1 0o 1 6 58 9 372 3
HGY 14 8
Total cases
- closed

14 2 29 2743 95 872 9

6 2 0 2 2 12

On average, 95 days were spent on each suspension case within the quarter.

[



Appendix C

The chart below illustrates the average and maximum number of days taken for a suspension case by
Directorate for the quarter.

Average and Maximum Days Taken for Suspension Cases by Directorate
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The chart below looks at the number of suspension cases per quarter for a rolling year and highlights
Haringey Council’s average number of days per case.

No. of Cases and Average days taken per Case
by Quarter
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