Haringey

Corporate Committee

Report for: [tem
19 September 2013 number
Title: Internal Audit Progress Report — 2013/14 Quarter 1

Report authorised

Director rate Resources
by : RO [O/ 9 / / 2
Assistant-©hief Exegutive
%Zﬁ . oBln
Anne Woods, Head of Audit and Risk Management
Lead Officer: Tel: 020 8489 5973
Email: anne.woods@haringey.gov.uk

Ward(s) affected: ALL

Report for: Non-Key Decision

1. Describe the issue under consideration

1.1 The Corporate 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 Corporate Committee on the work undertaken by the
Internal Audit Service in completing the 2013/14 annual audit plan, together
with the responsive pro-active fraud investigation work, and housing benefit
fraud investigation work. Where further action is required or recommended,
this is highlighted in the report and appendices and included in the
recommendations for the Corporate Committee.

1.2 The report also provides information from the Council’s Human Resources
(HR) business unit in respect of (a) work undertaken in supporting
disciplinary action taken across all departments by respective Council
managers; and (b) consultants employed by the Council.

2. Cabinet Member Introduction

2.1 Not applicable
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3. Recommendations
3.1 The Corporate Committee is recommended to note the audit coverage and
counter-fraud work completed during the first quarter, 2013/14.

3.2 That the Corporate Committee confirms that managers’ actions taken
during the quarter to address the outstanding recommendations are
appropriate.

3.3 The Corporate Committee note the information received from the HR
business unit.

4. Other options considered
4.1 Not applicable.

5. Background information

5.1The internal audit service and counter-fraud teams make a significant
contribution to ensuring the adequacy and effectiveness of internal control
throughout the Council. This report looks at the work undertaken in the
quarter ending 30 June 2013 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;

¢ Progress in implementing outstanding internal audit recommendations
with particular attention given to priority 1 recommendations;

e Details of pro-active and reactive investigative work undertaken relating
to fraud and/or irregularities, including those within the remit of the
Corporate Anti-Fraud and Housing Benefit Fraud Investigation Teams;

e Information in respect of disciplinary action taken by managers across all
departments of the Council during the quarter; and

o Details of consultants employed by all departments across the Council
to the end of June 2013.

5.2 The information in this report 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 HR business unit.

6. Comments of the Chief Financial Officer and Financial Implications

6.1 There are no direct financial implications arising from this report. The work
completed by Deloitte and Touche is part of the framework contract which
was awarded to the London Borough of Croydon from 1 April 2012, in
accordance with EU regulations. The costs of this contract are contained
and managed within the Audit and Risk Management revenue budget.
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6.2 The financial benefits to the Council of the work completed during 2013/14
as part of the ongoing tenancy fraud project will be realised as properties
are recovered and returned to the Council’s portfolio. The Audit
Commission estimate that the costs of fraudulent tenancies and
unauthorised sub-letting equate to £18k per annum per property. During
the first quarter, six Council properties were recovered.

7. Legal Implications

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 which arise
out of the report.

8. Equalities and Community Cohesion Comments

8.1 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. The report also contains details of how fraud investigation work
is undertaken and pro-active fraud projects are managed. Improvements in
managing risks and controls will therefore improve services the Council
provides to all sections of the community.

9. Head of Procurement Comments

9.1 Not applicable.

10. Policy Implications

10.1 There are no direct implications for the Council’s existing policies, priorities

and strategies. However, improving controls and reducing the opportunity
for fraud to take place in the first place, and taking appropriate pro-active
action to detect and investigate identified fraud will assist the Council to
use its available resources more effectively.

11. Use of Appendices

11.1 Appendix A - Deloitte and Touche Progress report

Appendix B - In-house Team - investigations into financial irregularities
Appendix C - Council-wide disciplinary information
Appendix D - Consultants employed by the Council as at 30 June 2013.

12. Performance Management Information

12.1 Although there are no national or Best Value Performance Indicators, key

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 key area monitored and gives a breakdown between the
quarterly and cumulative performance.
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Table 1

PI Performance Indicator st Year to Target

Ref. Quarter date

1 Audit work — Days Completed 92% 92% 95%
vs. Planned programme

2 Priority 1 recommendations 75% 75% 95%
implemented at follow up

3 Benefit fraud cases completed 7 7 30
and accepted for prosecution

4 Benefit overpayments £3.9k £3.9k £150k
recovered (including POCA and .
confiscation awards)

13. Internal Audit work - Deloitte and Touche contract

13.1 The activity of Deloitte and Touche for the first quarter of 2013/14 to date is
detailed at Appendix A. Deloitte and Touche planned to deliver 225 days of the
2013/14 annual audit plan (900 days) during the quarter. Deloitte and Touche
actually delivered 206 days audit work during the quarter, which is slightly
below the level of the planned work for 2013/14 but completion of the 2012/13
plan impacted on the delivery. There are no issues identified at this stage to
prevent the annual target from being met. Ongoing monthly contract monitoring
reviews ensure that performance levels are kept under review.

13.2 Members of the Corporate 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 considered 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 the findings and recommendations of those reports which
received a ‘limited’ assurance rating.

13.3 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 to ensure that managers were taking appropriate action to address
outstanding recommendations. Five recommendations from 2011/12 remain
outstanding, with only one high priority recommendation remaining as ‘partly
implemented’. Work is ongoing to address the recommendations and Internal
Audit are satisfied that managers’ actions to date 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.

13.4 A summary of all follow up audit projects for 2012/13 work which have been

undertaken is also included in Appendix A. We have followed up on 33
recommendations to date and found that 29 have been implemented and 4 are
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in progress, including two Priority 1 recommendations. Overall, a compliance
rate of 88% has been achieved for the first quarter.

14. In-house Team: Fraud investigation/Pro-active work

14.1 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 Council’s Information Security Policy. Appendix B details the
individual cases that were completed by the In-house Team in the first quarter
of 2013/14 and any which were brought forward from 2012/13, relating to
Council employees. 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 first quarter, no staff-related whistle blowing referrals were
made.

14.2 Within the first quarter, seven new cases relating to permanent and temporary
employees were referred to Internal Audit by management. Five cases were
completed during the quarter involving Council employees. Internal Audit work
closely with officers from personnel and the service involved to ensure that the
investigation is completed as quickly as possible.

14.3 The section has been continuing to work with Homes for Haringey and the
Strategic and Community Housing Service to target and investigate housing
and tenancy fraud. The Audit Commission estimate that each fraudulent
tenancy costs councils an estimated £18k in temporary accommodation and
other associated costs.

14.4 As at 30 June 2013, 34 new referrals of suspected tenancy fraud have been
received by the team during 2013/14. Together with 57 cases brought forward
from 2012/13, this gives a current total of 91 referrals (148 received in total
during 2012/13) and Table 2 below summarises the source of these referrals:

Table 2

Referrals Received From: Number
Tenancy Management Officer 19
Fraudcall (email and freephone telephone) 8

Registered Providers

Members of the Public

Joint investigation with Housing Benefit Fraud
National Fraud Initiative

Police

Other Local Authority

Member

Haringey Staff

Customer Services

Total

Llo|vjod|o|=|o|vie
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14.5 During the first quarter of 2013/14, six Haringey properties have been
recovered in total, plus one application for Succession, or Grant of Tenancy,
refused on evidence of ineligibility, so the tenancies can be allocated to tenants
in accordance with the Council’s lettings policy.

14.6 The section also works closely with the Council’s key Registered Providers to
target and investigate housing and tenancy fraud in joint working with
Registered Provider staff. As at 30 June 2013, 20 new referrals of suspected
tenancy fraud have been received and together with 29 cases brought forward
from 2012/13, this gives a current total of 49 referrals to date.

14.7 As aresult of the joint working, two Registered Providers’ properties have been
recovered in the first quarter. Investigations have been closed in one case with
no fraud identified and are ongoing in 46 cases.

15. Housing Benefit Fraud Investigation

15.1 During the first quarter, the HB Fraud team completed investigations on seven
benefit fraud cases and submitted these for prosecution at crown court via
Legal Services. Four cases submitted by the team to the DWP for joint
prosecutions in 2011/12 are still to be heard. There are also three cases with
outstanding Bench Warrants which the team chase up on a regular basis.

15.2 The team achieved four successful prosecutions during the quarter with a total
overpayment value of £215.9Kk, although only £3.9k has been recovered to date.
The team has an annual target of 30 prosecution cases for 2013/14, and this
target is expected to be achieved.

16. Council-wide disciplinary statistics

16.1 Appendix C details the number of disciplinary suspensions and/or action taken
in the fourth quarter of 2012/13. The data is taken from SAP and the
information has been provided by the HR business unit in line with Council
statistics reported elsewhere.

16.2 During the quarter, the number of disciplinary cases investigated was 43, with
19 remaining ‘open’ at the end of the quarter. The average length of time taken
to resolve disciplinary cases in the quarter was 81 days, which is a marginal
decrease on the previous quarter. Internal Audit has not completed any further
verification on the information provided by HR for this appendix.

17. Consuitants information

17.1 Appendix D details the consultants employed by the Council during the fourth
quarter. The data is taken from SAP and the information has been provided by
the HR business unit. Internal Audit has not completed any further verification
on the information provided by HR for this appendix.
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Haringey Council - Corporate Committee

Disciplinary Case Analysis April 2013 to June 2013
Introduction
The information in this report is taken from SAP, covering the period Aprll 2013 - June 2013.
The data is based on Haringey Council employees who
e hold Permanent, Temporary or Fixed Term Contracts
Note that this data excludes:
¢ Casual or Sessional Workers

* Schools
e Agency Workers

Legend

Adults & Housing AS

The Children & Young People’s Service C

Chief Executive CE

Corporate Resources CR

Public Health PH

Place & Sustainability PS

Strategy & Performance SP
Haringey Council 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 September 2012)
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Disciplinary Cases

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

Disclplinary Cases by Directorate

Directorate Cases Open Cases Closed No of cases No of employees

AS 7 13 20 16

C 5 4 9 9

CE 2 0 2 2
CR 0 0 0
PH 0 0 0 0

PS 4 7 11 9

SP 1 0 1 1
Total 19 24 43 37

Please note that the total number of cases is 43, but this only represents 37 employees. The reason
being Is that one employee can have more than one case in the same period. For example, an
employee’s dismissal could count as one case and their appeal as another.

» Adults & HouslIng has the highest percentage of disciplinary cases against its workforce at
2.4% in this quarter
e 19 cases remain ‘open’ at the end of this period

The following table looks at the stages of Disciplinary cases.

Stages of Disciplinary Cases

Stage Cases Open Cases Closed Total %

Invest. - not suspended 5 6 11 26
Invest. - suspended 10 12 22 51
ET 2 1 3 7

Appeal 2 5 7 16

Total 19 24 43 100
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The following table identifies the outcomes of the 24 cases that were closed in this period.

Outcome

Compromise agreement
Dis. Appeal Dismissed
Dis. Appeal Part Upheld
Dis. Appeal Upheld
Dis. Appeal Withdrawn
Dis. Dismissal
Dis. ET Dismissed
Dis. ET Withdrawn
Dis. Final Written Warning
Dis. No Action
Dis. Other
Dis. Relegation/Demotion
Dis. Resigned
Dis. Verbal Warning
Dis. Warning & Sanction
Dis. Written Warning
Escalated to next stage
Suspension Lifted
Total

This table displays reasons for Disciplinary action against employees.

Reason
Assault
Attendance
Behaviour
Fraud / Theft
Misuse of resources
Negligence
Other
Total

Invest.

not

suspended

0

OO O WO —- 00 O Mo o oo o o o o

Reasons for Disciplinary Cases

Cases Open

Disciplinary Case Outcomes

1

slealnvdo o

Invest. -
suspended

- OO0 -0 0 0 0 & 4~ OO OO O O =

-
N

0

® = = s © =

Invest. -
appeal

o

DO O O O O OO O 0O OO0 OO0 = N = =

Cases Closed

Invest. -
ET

- O 000 O O O 0O 0O o =000 o0 o o o

Total

12
43

Total %
1 4
1 4
1 4
2 8
1 4
4 17
0 0
1 4
1 4
6 25
0 0
0 0
0 0
1 4
1 4
3 13
0 0
1 4

24 100

%
2
2
35
14
7
12
28
100

» The highest cause for disciplinary action was for Behaviour at 36% and Other Reasons at 28%
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This table looks at the ethnic breakdown and gender split for Disciplinary cases

Disclplinary Case employee representation

by Ethnicity and Gender
Female Male All
Ethnic Class | Total % Total % Total %
BAME 15 54 13 46 28 76
White 3 38 5 63 8 22
Not Declared 1 100 0 0] 1 3
Total 19 51 18 49 37 100

e 32% of the workforce is male, but the male representation with disciplinary cases is higher at
49%

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

Disclplinary Case employee representation by Ethniclty and Grade Band
- (T = Total no. in grade band, WF = % of total disciplined employees in Directorate)

Dir Ethnic = SC1-SC5 SC6-SO2 | PO1-PO3 = PO4-PO7 PO8+ TOTAL
Group T (WF| T [WF| T [WFI T |WF| T [WF| T | WF
B&ME | 6 38 6 38 0 0 0 0 0 0 12 75
AS White 3 19 0 0 1 6 0 0 0 0 4 25
Total 9 56 6 38 1 6 0 0 0 0 16 | 100
B&ME 1 11 0 0 1 11 5 56 0 0 7 78
C White 0 0 1 11 0 0 1 11 0 0 2 22
Total 1 11 1 11 1 11 6 67 0 0 9 100
B&ME O 0 1 50 0 0 0 0 0 0 1 50
CE White 0 0 0 0 0 0 1 50 0 0 1 50
Total 0 0 1 50 0 0 1 50 0 0 2 100
B&ME O 0 0 0 0 0 0 0 0 0 0 0
CR White 0 0 0 0 0 0 0 0 0 0 0 0
Total 0 0 0 0 0 0 0 0 0 0 0 0
B&ME 0 0 0 0 0 0 0 0 0 0 0 0
PH White 0 0 0 0 0 0 0 0 0 0 0 0
Total 0 0 0 0 0 0 0 0 0 0 0 0
B&ME 6 75 1 13 1 13 0 0 0 0 8 100
PS White 0 0 0 0 0 0 0 0 0 0 0 0
Total 6 75 1 13 1 13 0 0 0 0 8 100
B&ME 0 0 0 0 0 0 0 0 0 0 0 0
SP White 0 0 0 0 0 0 1 100 O 0 1 100
Total 0 0 0 0 0 0 1 100 O 0 1 100
HGY B&ME 13 36 8 22 2 6 5 14 0 0 28 | 78
White 3 8 1 3 1 3 3 8 0 0 8 22
Total 16 44 9 25 3 8 8 22 0 0 36 100

* 1 employee in grade band SC1-SC5 did not declare their ethnicity
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Suspensions

This table shows a summary of suspension cases.

Summary of Suspension Cases

Case status Total
No. of cases heard 12
No. of cases not conciuded 10
No. of cases not concluded - leaver 0
Total 22

Timescales (no of days) of Suspension Cases

The table below looks at the 22 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 to 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 the number of cases heard within that period.

Timescales (no of days) of Suspension Cases

Avg. days Total
Directorate | 1-60 | 156 | a5 | 240 | 240* | covas | daye | O[Ot | pay | cases
AS 5 4 1 0 0 10 627 63 149 7
Cc 2 2 2 1 0 7 827 118 230 3
CE 1° 0 1 0 0 2 150 75 126 0
CR 0 0 0 0 0 0 0 0 0 0
PH 0 0 0 0 0 0 0 0 0 0
PS 2 0 1 0 0 3 175 58 132 2
SP 0 0 0 0 0 0 0 0 0 0
HGY 10 6 5 1 0 22 1779 81 230 12
Total cases 2 4 0 0 1 7
closed

On average, 81 days were spent on each suspension case within the quarter.
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Suspenslons (continued)

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

250 2 S R 230 -

200

149

150
118 126 132

100 81
75
63 58

50

AS c CE CR PH Ps SP HGY

Avg.days Max. days

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
200 ffs———— —
160
120
82 81
80 54 54
0
Q2 - Jul-Sep12 Q3 - Oct-Dec12 Q4 - Jan-Mar13 Q1- Apr-Jun13

Total Number of Cases Average Days per Case

The average number of days suspended for the quarter was 81 with a total of 22 cases. 10 of these
cases remain open at the end of Quarter 1.
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