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1. First Quarter Summary

Corporate Issues

1.1 Work is underway across Risk Services to develop appropriate pages for the new Council website.  Areas under development include benefit fraud, council tax reduction scheme fraud, emergency planning and business continuity.  Similar pages are also being developed for the Council intranet site, The Hub, and these will also include risk management, insurance and internal audit.
1.2 Individual Performance Appraisals have been completed for all staff across Risk Services and this was achieved by the 30th June 2013 deadline.  Work is now underway to upload these to the Vision HR system and this will be completed by the 31st July 2013 deadline.
Service Developments

1.3 Internal Audit
There has been a change to the Internal Audit Plan for 2013/2014.  The Chief Executive has expressed concerns in relation to the effectiveness of services when dealing with customer complaints.  Therefore it was agreed that a review of the complaints system would be undertaken by internal audit and this replaces a planned review of the Building Cleaning service which will now be deferred until 2014/2015.
The Strategic Audit Plan is currently being revised which will set out the future direction of the service over the next three years.  To start this process a planning event was held with the internal audit team on the 4th June 2013 where we collectively assessed the team against the CIPFA Head of Internal Audit statement and the Public Sector Internal Audit Standards.  Other exercises undertaken included a SWOT analysis and also Stop, Start, Continue to identify any efficiencies which could be made in terms of how the service is delivered and what else could be done to further enhance the service.  
1.4 Investigations
The role of a Corporate Fraud Officer has been developed whose remit will be to proactively undertake fraud checks and investigate discrepancies.  The Corporate Fraud Officer will also undertake Council Tax Reduction Scheme fraud investigations, as this is now a corporate fraud rather than one associated with welfare benefits.  Expressions of interest were sought from all members of the Investigation Team and Bill MacFarlane was successful in obtaining the post and will transfer into the role on the 1st August 2013.  
Steps are being taken to review the Council’s Prosecution Policy to ensure that this takes account of the Council Tax Reduction Scheme.  The document is currently with Legal Services for comment and once a final draft is available this will be taken to the Corporate Leadership Team for approval and then presented to Finance and Audit Committee.  
The team have been involved in a multi-agency exercise to scrutinise scrap metal traders.  As part of this process the team are assessing the circumstances of a number of individuals to determine whether there is any element of benefit fraud involved.  
Work is underway across a number of Council services to progress the investigation of data matches identified as part of the National Fraud Initiative.  Initial indications from our external auditors who monitor the Council’s progress are that they will assess progress to date as ‘green’ which means that the Council is on track to deliver.  
1.5 Risk Management and Insurance 
The Council has decided to use the Pro 5 / Government Procurement Service (GPS) insurance framework to procure both insurance and broker services.  The Pro 5 Group represents the largest professional buying organisation in the UK with a combined purchasing power in excess of £2 billion per annum.  Therefore, as a result of this combined purchasing power frameworks set up by members of the Pro 5 Group allows the Council to:

· Obtain the best value solutions on commonly purchased goods and services

· Deliver savings thereby making a substantial contribution to local government efficiency targets

· Save time, effort and resources by accessing established, fully compliant framework agreements under the PCR 2006.  

The project plan for the procurement exercise is currently being finalised.
The team is working with colleagues in Legal Services and Highways to look at ways in which the Council can tackle insurance fraud.  In addition, the Project 30 Board has commissioned Vanguard to undertake a review of the insurance claims handling process to determine if efficiencies to the current process can be made.

It has been identified that the Property Risk Management Group is not working effectively and not achieving what it was set up to deliver.  Therefore, work is currently underway to review the processes in place and a paper will be taken to the Corporate Risk Management Group for a decision to be made on how to manage property risk going forward.  
The Risk Management Toolkit has been revised and this has been launched on the Hub.  The toolkit provides an overview of the risk management structure in place at the Council and also practical guidance to help staff effectively manage risk within their service area.
The team has done a significant amount of work preparing the insurance recharge estimates.  In previous years this has been completed by September however this year this was brought forward to May to provide services with advance notice of what the likely recharges for insurance will be for 2013/2014.  
1.6 Emergency Planning and Business Continuity Planning
The Business Continuity Officer is currently working with a number of departments, including Leisure and Operational Services, Built Environment and Adult Services, to progress the requirement for up to date business continuity plans to be in place.  It is recognised that this is currently a weakness across the Council and services need to ensure that appropriate plans are in place.  This will become more prevalent as the Council’s property portfolio reduces and there are less premises which services can relocate to in the event of an incident.

Work has started on revising the Council’s Business Continuity Management Strategy and the Council’s Corporate Business Continuity Plan.  Over the coming months a period of consultation will be undertaken to help inform the future direction of business continuity across the Council and the revised plans will ultimately be authorised by the Corporate Leadership Team and brought to Finance and Audit Committee.  

The team responded to the fire at the Walkabout Pub in the Town Centre on the 19th June 2013.  Whilst the incident was large and had an impact on traffic in the town centre on the morning of the fire, overall it was considered that it was effectively managed.  
The Major Emergency Plan has now been approved and signed by the Leader of the Council and Chief Executive.  Work has been undertaken to raise awareness of the plan including attendance by the Emergency Planning Officer at all Departmental Management Teams and two sessions were arranged for members to attend in May 2013.  
The Emergency Planning Officer is liaising with colleagues in Adult Social Care in order to re-launch the Council’s Emergency Response Group.  Group membership has decreased due to a number of members leaving the Council and therefore there is a need to ensure that an adequate number of trained staff are able to provide humanitarian support in the event of an emergency.  

2. Performance

Internal Audit performance indicators

	PI Ref.


	Performance Indicator

(Description of measure)
	2013/14 Target
	2013/14 Actual to date

	Local IAPI1
	Percentage audit plan completed (annual target).
	90%
	14%

	Local IAPI2
	Percentage draft reports issued within deadline.
	96%
	100%

	Local IAPI3
	Percentage audit work within resource budget.
	92%
	100%

	Local IAPI4
	Percentage of positive satisfaction surveys.
	85%
	85%

	Local IAPI5
	Percentage compliance with quality standards for audit reviews.
	85%
	85%


Investigations performance indicators

	PI Ref.


	Performance Indicator

(Description of measure)
	2013/14 Target
	2013/14 Actual to date

	Local IPI1
	Number of fraud investigations, per 1,000 caseload.
	35
	8.45

	Local IPI2
	Number of prosecutions and sanctions, per 1,000 caseload.
	11
	3.20

	Local IPI3
	Percentage cases closed resulting in changes to benefit.
	50%
	65%

	Local IPI4
	Percentage cases closed resulting in changes to benefit with sanctions.
	54%
	58%


Investigations Team Statistics

	Month
	Local Authority Overpayment
	DWP

Overpayment
	Sanctions

	
	
	
	Cautions
	Admin 

Penalties
	Completed 

Prosecutions
	+/- Target

	April
	£105,802
	£49,947
	17
	0
	12
	+8

	May
	£74,306
	£69,401
	19
	5
	5
	+7

	June
	£133,034
	£58,013
	14
	6
	8
	+7

	TOTAL
	£313,142
	£177,360
	50
	11
	25
	22


Civil Contingencies performance indicators

	PI Ref.

(BVPI, Local, PSA)
	Performance Indicator

(Description of measure)
	2013/14 Target
	2013/14 Actual to date

	Local CC1
	Percentage of Council services with business continuity plans.
	100%
	93%

	Local CC2
	Percentage of Council service business continuity plans updated during the financial year.
	90%
	27%*

	Local CC3
	Number of civil contingency training and exercise sessions held.
	6
	6

	Local CC4
	Number of trained Emergency Response Group Volunteers.
	60
	38

	Local CC5
	Number of updates to the Major Emergency Plan.
	2
	1

	Local CC6
	Percentage integration into the Lancashire Resilience Forum workstreams
	70%
	70%


*In support of the 27% of business continuity plans up to date by the end of the quarter the following graph shows a breakdown by department:
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Risk and Insurance Performance Indicators
	PI Ref.

(BVPI, Local, PSA)
	Performance Indicator

(Description of measure)
	2013/14 Target
	2013/14 Actual to date

	RI1
	Number of new liability insurance claims notified each month.
	30
	32

	RI2
	Number of liability insurance claims settled each month.
	35
	59

	RI3
	Number of liability insurance claims outstanding.
	550
	430

	RI4
	Percentage of new insurance claims registered and dispatched to insurers within 3 working days of receipt.
	92%
	100%

	RI5
	Percentage of property risk audit programme completed (annual target).
	90%
	0%

	RI6
	Percentage of risk registers revised and up to date at end of quarter.
	90%
	69%*


*In support of the 69% of risk registers revised and up to date by the end of the quarter the following graph shows a breakdown by department:
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3. Appendix A: Performance & Summary Tables for Quarter 1 – April to June 2013
Internal Audit reports issued in period 
	Department
	Review Title
	Assurance Statement

	Adult Services
	Outdoor Visits
	Scope:

The scope of the audit was to review the:

· Adequacy of processes in place and the application of policy and procedures for adult service user outdoor visits, including those arranged by other Council services;

· The arrangements and responsibilities for commissioned and third sector visits;

· The monitoring and quality assurance arrangements; and

· The robustness of the training provision.

The scope included planned and unplanned, accompanied and unaccompanied activities away from the usual place of service delivery.
Assurance Statement:
We consider that the controls in place are adequate. We have made several recommendations to help improve the controls going forward.

Our testing revealed a satisfactory level of compliance with the controls currently in place.

	Adult Services
	Personalised Budgets
	Scope:

The scope of the audit was to review: 

· The effectiveness of the assessment of social care needs process, including the Supported Self-Assessment Questionnaire;

· The operation of the Resource Allocation System (RAS) that translates an assessment of social care need into an indicative personal budget;

· The process by which indicative budgets are effectively built into a Support Plan.  

Assurance Statement:

We consider that the controls in place are inadequate. A number of significant risks were identified in the review. The weaknesses identified in the RAS and delays in the reassessment process were highlighted by service staff throughout the review and management are aware of many of the issues highlighted in the report and have started to address the areas of concern. 



	Built Environment 
	Enforcement
	Scope:

The scope of our work was to:

· Review operating procedures, including the consistency of application of these procedures across enforcement teams;

· Review the systems, including ICT systems, employed to control activities, including an assessment of the clarity, consistency and robustness of logging of case information providing a clear audit trail to enforcement work carried out;

· Review joint working arrangements with teams involved in similar activities across the Council, including working to common or consistent policies and effective sharing of information;

· Assess risk awareness and planning in relation to potential consequences of the practical application of enforcement policy; and

· Review the performance management arrangements which are in place.

Assurance Statement:

We consider that the controls in place are inadequate.  We have identified a number of material risks, and significant improvements are required.

Responsibilities for enforcement and reducing anti-social behaviour and crime levels across the borough are shared between the Public Protection service and the Neighbourhood Management service.  The two services have differing approaches to their areas of responsibility, and work is now required to ensure a corporate approach is adopted going forward.

There is also a lack of risk assessment documentation in relation to the work carried out by both services.

	Children’s Services
	Anchorsholme Primary School
	Scope:

Compliance testing based on a random sample was carried out in the following areas:
· Purchasing

· Procurement

· Petty cash and purchase cards

· Income 

· Payroll 

· Banking

Assurance Statement:

We consider that the transactional controls in place are adequate with some control improvements required.

Our testing revealed minor lapses in compliance with the controls.

	Children’s Services
	Kincraig Primary School 
	Scope:

Compliance testing based on a random sample was carried out in the following areas:
· Purchasing

· Procurement

· Petty cash and purchase cards

· Income 

· Payroll 

· Banking

Assurance Statement:

We consider that the controls in place are adequate with some control improvements required.

Our testing revealed minor lapses in compliance with the controls.

	Corporate
	Financial Control Assurance Testing 
	Scope:
Annual internal audit work is undertaken to test the controls over the key financial systems across the Council.  The systems covered are:

· Business Rates

· Capital Accounting / Asset Management 

· Council Tax 

· Creditor Payments (general, e-procurement and recurring payments)

· Sundry Debtors

· Housing Benefits

· Housing Rents

· Payroll

· Traded Services

Assurance Statement:
Overall, for 2012/2013 we have assessed the key financial controls in place for business rates, council tax, capital accounting, creditor payments, housing benefits and housing rents to be satisfactory.

In terms of the payroll system we have concluded that the key controls tested as part of the financial control assurance testing regime were adequate in 2012/2013.  

However, Internal Audit has recently been made aware of an issue regarding imbalances relating to year-to-date for figures for the Local Government Pension Scheme and Teachers Pension Scheme for financial year 2012/2013.  This has lead to a delay in the submission of pension data to the Local Government Pension Scheme and Teachers Pension Scheme for financial year 2012/2013. 

We continue to identify recurring issues with the sundry debtors system and these relate to duplicate accounts being created and incomplete information being recorded on the customer file.  As the sundry debtors system is used by practitioners across the Council the results of this testing will continue to be reported to the Corporate Income Management Group to drive further improvements.    

We have assessed the controls in place for traded services as inadequate.  Testing for 2012/2013 was undertaken in Property Services and Illuminations and a number of the key controls which should have been implemented prior to a trading arrangement been entered into were not evidenced.  



	Human Resources, Communication and Engagement 
	Payroll
	Scope:

The scope of our audit work was to review:

· Key financial controls;

· Segregation of duties;

· System access arrangements;

· Management information and exception reports; and

· Integration of the payroll system with other systems.

Assurance Statement:

We consider that the controls in place are adequate. The recent upgrade of the Payroll system, Selima, has helped to mitigate some of the risks facing the service. However, several further changes are necessary to address the remaining risks. 



	Human Resources, Communications and Engagement 
	E-Claims
	Scope:

The scope of the audit was to review:

· The financial and system access controls for the e-claims system,

· The use of paper-based expenditure claims, and whether there is scope to further automate this process, 

· Procedures and guidance in place for the e-claims system and whether these are adequate for users, authorisers and administrators for undertaking their roles,

· Whether adequate evidence is retained to support e-claim expenditure and whether claims are appropriately authorised,

· The adequacy of management information produced from the system.

Assurance Statement:

In terms of general controls for processing claims on the Envoy e-claims system we consider overall that these are adequate.  However, it is the responsibility of managers/ budget holders to ensure compliance with the Reimbursement Policy and we have identified some areas where this could be strengthened to ensure compliance. 

We do have concerns that the system does not provide information to enable monitoring of system administrator activity and that authorisers on the e-claims system may not align to the Financial Regulations or Scheme of Delegation.  Therefore, we have assessed these as inadequate and have made recommendations to strengthen these areas going forward.   

	Leisure and Operational Services
	Bus Service Operators Grant (BSOG)
	Scope:

It was brought to the attention of the Chief Executive and the Treasurer by the Leader of the Opposition and the previous chair of Finance and Audit Committee that the Council had not claimed Bus Service Operators Grant for a number of years resulting in a reduced income to the Council. It was therefore agreed that an internal audit review would be undertaken to ascertain why the claims had not been made, quantify the resultant loss of funding and recommend ways forward to ensure that all future claims are submitted correctly and in accordance with the appropriate deadline.

Assurance Statement:

We consider that the controls in place around the completion of BSOG are currently inadequate which resulted in the Council not claiming Bus Service Operators Grant for a number of years leading to a loss of funding.

	Regeneration, Tourism and Culture
	Management of Leisure Assets
	Scope:

The scope of our review was to:

· Clarify the governance arrangement for the management of the Tower and the Winter Gardens; and

· Review the financial management arrangements which are in place.

Assurance Statement:

We consider that the internal management controls in place are adequate. We have identified some risks associated with the management of the Leisure Assets. 

We do have concerns that some financial transactions have not been authorised in line with the corporate scheme of delegation, and we have identified this issue in previous audit reports relating to this department. We are satisfied that appropriate steps are being taken to address this issue, and we will follow this up going forward to ensure that appropriate action has been taken.

	Regeneration, Tourism and Culture
	Creative People and Places
	Scope:

The scope of the audit was to review:

· Managing conflicts of interest between partner organisations;

· The planning and evaluation of projects and the robustness of the decision making process to determine which projects should proceed; 

· The governance arrangements in place, including transparency and fairness of the arrangements, and the appointment of suitable critical friends; and 

· Financial systems and processes including accounting arrangements, scheme of delegation and key financial controls. 

Assurance Statement:

Considerable work has been undertaken to secure the funding for this programme and to set out the governance framework and strategic direction for the project.  However, at this early stage many of the underlying controls have not yet been implemented to help ensure programme delivery and therefore it has not been possible to offer assurance that these controls are robust and effective.

At the time of the audit fieldwork, the funding had not been formally confirmed by the Arts Council England and therefore the Director has yet to be appointed.  Therefore it has not been possible to fully agree and implement the required controls, however we recognise that there is an intention from the Board to do this going forward.



	Treasurer Services
	CEDAR Post Implementation Review
	Scope:

The scope of our work was to:

· Review whether the internal project management arrangements proved to be effective;

· Assess how well the relationship with the key contractor was managed and how effectively they were able to be influenced to deliver the anticipated level of service during the upgrade process;

· Review the reasons for the results of user testing in the test environment not being replicated in the live environment; and

· Assess the impact of the Cedar eFinancials Upgrade on Council business.

Assurance Statement:

We consider that the controls in place for the Cedar eFinancials upgrade project are adequate.  We have made several recommendations in relation to lessons learnt from this upgrade project to improve controls for future system upgrades.

	Treasurer Services
	Business Rates Retention Scheme 
	Scope:

The scope of our audit work was to review:

· The proposed accounting arrangements including the administration of the collection fund, local/central government share, levies, tariffs and top-ups.   

· The arrangements for forecasting and financial risk assessment. 

Assurance Statement:

We consider that, at this early stage, the controls in place are adequate.  The key staff involved have started to identify and address the key risks associated with the changes introduced by the Business Rates Retention Scheme.  We have made recommendations to help ensure that key risks continue to be minimised.

	Treasurer Services
	Insurance Claims Handling
	Scope:

The scope of the audit was to review:

· The transparency of payments to the external claims handling company and the use of the Local Authority Claims Handling System (LACHS) for recording claims information and the associated supporting information,

· The use of other systems within the Council for recording claims information and the feasibility and benefits of rationalising systems,

· Communication arrangements between Legal Services and the Health and Safety Team in relation to details of litigation to ensure that required improvements can be made,

· The use of external solicitors for assessing potentially fraudulent claims and whether the arrangements provide value for money,

· The effectiveness of the in-house arrangements of the Civil Claims Team within Legal Services, and whether the current protocol for allocating claims to internal vs external claims handing provides best value for money,

· Arrangements made by the Council to meet requirements set out within the Jackson reform.

Assurance Statement:

Overall, we consider that the controls in place are inadequate with a number of risks identified and significant improvements required.  The high risk areas are predominately in relation to the validation and challenge of payments made to the external claims handling company and the Council’s readiness to implement the required changes under the Jackson Reforms. 

It should be noted that the in-house claims team do successfully repudiate many claims received by the Council using the Section 58 defence.  


Progress with Priority 1 audit recommendations

A number of priority one recommendations have been followed up in the quarter.  We can now confirm that action has been taken to address the recommendations for Maintained Nurseries and Estates.  Progress is ongoing in terms of Highways Maintenance and Compliance with Corporate Contracts and revised dates will be agreed for when we will follow-up these areas again to ensure that they have been fully implemented.  Work is currently underway to follow-up recommendations relating to the Bribery Act and the Marketing Company and these will be reported in the quarter two report.  
Benefit overpayment recovery rates

Current performance for the value of all overpayments recovered this year compared to those raised this year is a very encouraging 79.57%. 
The Regulation of Investigatory Powers Act 2000 

In line with best practice it has been agreed that the Council will report to the Finance and Audit Committee the number of RIPA authorisations undertaken each quarter which enables the Council to undertake directed and covert surveillance.  This data will start to be reported in quarter two of 2013/2014 once the monitoring information is available from Legal Services.  
Complaints in relation to benefit fraud investigations 

Within the quarter we received two complaints relating to the benefit fraud investigation process. One was in relation to a customer being seen late for an appointment arranged by the Investigations Manager and the other about an inappropriate line of questioning in an interview under caution.  Both complaints were upheld and apologises were sent to the customers.  The staff members involved have been spoken to in order to prevent similar instances in the future.
Benefit fraud referrals

An analysis of the benefit fraud cases to date in 2013/2014 has been included at Appendix B. This includes details of the referral source for cases opened and closed in 2013/2014. 
Insurance claims data

Statistics in relation to liability insurance claims are collated on a quarterly basis and details of the latest information can be seen in Appendix C of this report.

It should be noted that liability insurance claims data is collated on a policy year, which runs from September to September, rather than a financial year.  

4. Appendix B Benefit Fraud Referrals – Analysis of Cases Opened and Closed in to date
Cases Opened – Fraud Referral Source

	
	Benefit Section
	Data Matching
	DWP
	Fraud Team
	Other External
	Other Internal
	Public
	Fraud Hotline
	Verification Framework Activities
	Total

	No. of referrals received
	60
	88
	34
	10
	7
	74
	68
	20
	17
	378

	No. of new referrals
	0
	0
	0
	0
	0
	0
	0
	0
	1
	1

	No. of cases passed to DWP
	14
	0
	0
	3
	0
	18
	29
	6
	0
	70

	No. of cases passed to Visiting Team
	10
	0
	0
	1
	1
	23
	23
	8
	1
	67

	No. of cases not investigated
	2
	0
	0
	0
	0
	6
	5
	3
	0
	16


Cases Closed– Fraud Referral Source

	
	Benefit Section
	Data Matching
	DWP
	Fraud Team
	Other External
	Other Internal
	Public
	Fraud Hotline
	Verification Framework Activities
	Total

	No. of cases closed
	64
	87
	31
	15
	9
	69
	86
	21
	9
	391

	No. of cases passed to DWP
	14
	0
	0
	3
	0
	18
	29
	6
	0
	70

	No. of cases passed to Visiting Team
	10
	0
	0
	1
	1
	23
	23
	8
	1
	67

	No. of cases not investigated

	2
	3
	3
	0
	1
	8
	6
	3
	1
	27

	No. of investigations undertaken
	38
	84
	28
	11
	7
	20
	28
	4
	7
	227

	No. of no fraud cases
	11
	15
	10
	5
	5
	11
	15
	3
	4
	79

	No. of positive cases in period
	27
	69
	18
	6
	2
	9
	13
	1
	3
	148

	No. of prosecutions in period
	4
	7
	9
	1
	0
	1
	3
	0
	0
	25

	No. of admin penalties in period
	2
	7
	1
	0
	0
	0
	0
	1
	0
	11

	No. of cautions in period
	10
	29
	0
	2
	1
	4
	4
	0
	0
	50


5. Appendix C – Insurance Claims Data 
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