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Summary

This report provides an update on the progress against the internal audit plan
for the period since the last meeting of the Audit Committee in March 2017 and
updates on the counter fraud work completed in quarter four of 2016/17. The
appendix to the report also summarises those reports from the 2016/17 plan
which have been finalised since the last meeting of the Audit Committee.

Recommendations

That the Audit Committee notes the progress made in delivering the 2016/17
Internal Audit Plan and the counter fraud work outcomes.

Detail
Internal Audit Plan & Service Development

The Audit & Investigations Team TUPE transferred back to the Council
effective from 1 April 2017.

A new Head of Audit & Investigations was appointed in March 2017. The new
full time post holder, Michael Bradley, will start on 12" June 2017 and attend
Audit Committee on 26" June 2017.

The Internal Audit Plan for 2016/17 has been delivered by a small in house
team of 2.4 Full Time Equivalents (FTEs), one Audit Manager and one Auditor,
led by a part time interim Head of Audit & Investigations, and supported by the
Strategic Partner, PricewaterhouseCoopers (PwC).

Seven Counter Fraud FTEs posts and post holders were transferred back on
01 April 2017. One Agency worker is in post as a Counter Fraud Officer, and
the team are currently recruiting to a new Trainee post.
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The key points to note with regards to progress for the current year are:

There are sixty three internal audit projects included within the 2016/17 plan
(excluding follow up and advisory work).

There were originally 56 projects in the plan approved by the Committee in
March 2017. At the March 2017 meeting we reported to the Committee an
additional nine projects were added and two removed, bring the number of
projects to be delivered to 63. Since then two have been removed from the
plan bringing the total delivered for the year to 61. Details of these are set
out in the table 2 below.

Since the last report to the Committee 32 internal audit projects have been
completed to draft or final stage. 25 of them have an audit opinion
associated with them. Two have a substantial assurance opinion, 16 have
a reasonable assurance opinion, 6 have limited assurance opinions, one
audit (draft report stage) has been given nil assurance. Of the remaining
seven projects, one relates to a grant certification and the remaining 6 to
consultancy work which do not have an assurance rating attached. Please
see summary in Table 1 below.

Seven of the 25 reports issued in quarter four has a limited or nil assurance
rating, not all are yet finalised, however these along with others issued in
year have been considered as part of producing the Annual Report and
Opinion and also consideration of themes has been undertaken to try to
support the organisation in strengthening the system of internal control.
There has been increased proportion of resources focused on schools audit
since September 2016. The original audit plan contained three thematic
audits. Due to concerns from members, officer and some schools within
the Borough the approach to schools was reviewed and the although the
focus has remained developing and embedding a thematic approach
additional work has been undertaken to consider risk and develop more
robust arrangements for 2017/18.

Any audits not concluded to draft status in advance of the production of the
Annual Report in Mary 2017 will be moved to the 2017/18 audit plan. This
includes: proactive work around Zip Cars and Sickness Absence;
Assurance work regarding Transparency Compliance, Treasury
Management and Rent Arrears and Follow Up work relating to Brent
Housing Partnership. The team also continue to work with management to
finalise any reports that remain in draft prior to the date of the committee.
2016/17 has been a year of considerable change for the team, new
leadership and a new Strategic Partner in a short time frame has certainly
impacted on the timeliness of delivery. Work on the 2016/17 plan did not
commence until June. Significant efforts have been made to define the
right working protocols for the service, the meet current and future needs
of the organisation. There has been a strong commitment from
Management at all levels to support the changes and the work will continue
into 2017/18.



Table 1 — Summary of Audits Completed Since last audit report

Total
Number of gybstantial Reasonable Limited Non
Audits Assurance
Completed UeiEl
Finals 2 12 2 0 4 20
Draft 0 4 4 1 3 12
Total 2 16 6 1 7 32

Table 2 - Projects Removed from Original plan

Pupil Premium Removed from plan as Council only responsible for
allocating funding to schools, has been included on
the forward plan for thematic school audits.

Assessment of Looked | Review recently carried out by external consultant.
After Children

Table 3 — Delivery Status as at 25 May 2017

Total number of reports to be delivered in current plan 61
Number of draft/final reports/certifications issued to date 55
% of reports issued to date 90%

4. Follow Up of 2015/16 Audit Recommendations

4.1. The Public Sector Internal Audit Standards requires the Chief Audit Executive
(the Head of Audit & Investigation) to establish a process to monitor and follow
up management actions to ensure that they have been actively implemented or
that senior management have accepted the risk of not doing so. From 2017/18
a programme to follow up school audit recommendations will be in place, the
results of which will feed into the risk assessment around schools and inform
future years work and resource allocation.

4.2. A database of all previous year internal audit recommendations has been
established on the Council's InfoStore system. Managers have access to this,
and self-certify progress against recommendations, which are then subject to
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periodic sample checks by internal audit. There is a need to ensure that going
forward the follow up process is less resource intensive to the audit team and
there is also a need to ensure that recommendations are followed up in the year
that they are raised.

Of the 115 Priority 1 and 2 recommendations arising from 2015/16 audits and
due to be implemented by 30 March 2017, 101 had either been fully or partly
implemented 11 had yet to be implemented and 3 were no longer applicable
due to changes within the relevant service. Table 4 sets out the summary.

Table 4 — Status of 2015/16 Priority 1 and 2 Recommendations

Priority |Total |Implemente |Partly Not N/A Status Un
d Implemented | Implemented

Priority 1 14 11 0 0 3 0

Priority 2 | 101 84 6 11 0 0

Total 115 95 6 11 3 0

With regards the 11 not implemented these have been reviewed with

management to consider again the risks and the reasons for delay. In the

current climate of finite resources there is sometimes a need to support

management in robust decisions regarding part mitigation of risks or reviewing
again to see if any alternative methods of mitigating could now be considered.

The team have started prepare to include 2016/17 audit recommendations in
the follow up process, the Digital Services Team are supporting the set-up of
the records in infostore that enables management to update the status of
recommendations. The process to monitor audit recommendations is being
reviewed to ensure more timely update and also that recommendations not
implemented will be visible to Corproate Management Team as part of the
periodic reporting.




5.

5.1.

Internal Fraud

Internal fraud refers to fraud committed by employees, agency staff and staff in
maintained Schools. For the purposes of this report, “fraud” includes instances
of theft, fraud, misappropriation, falsification of documents, undisclosed conflicts
of interest and serious breach of financial regulations. Activity for the fourth
quarter of the year to date is shown in table 5 below:

Table 5— Internal Fraud 2016/17 (Q4)

Internal

Open Cases
b/fwd 22 18 21 15 22 22 21

New
Referrals 28 6 6 8 4 10 42

Closed Cases 34 8 5 5 11 10 31

Fraud /
Irregularity 12 4 2 1 4 2 9

Identified
(summarised
below)

Dismissal 1 0 1 0 1 0 3

Resignation/ 2 1 0 0 0 1 5
Officer Left

Warning 1 0 0 0 1 0 1

Other positive
outcome 8 3 N/A 1 2 1 4
(E.g. advice,
systems
Improvement)

Open cases
C/fwd 16 16 22 18 15 22 22
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We previously reported that more internal fraud cases were brought forward
from quarter 4 of 2015/16 compared to the quarter 4 of 2014/15 and that the
reason for this was a result of joint working with the DWP’s Single Fraud
Investigation Service (SFIS) on internal related NFI cases (i.e. staff benefit fraud
matches).The liaison with SFIS has increased and more progress is being made
on joint working. It is important to note that the Council’s Investigation Team is
now required to wait for SFIS to determine action on each case following their
own investigations prior to these being passed to Brent's Audit & Investigations
Team.

Allegations of financial irregularities within schools remain a concern, it is noted
that where investigations have taken place that previous audit
recommendations were not implemented. The interim Head of Audit and
Investigation has worked with the Operational Director, and other key
stakeholders, to consider how the Council will manage the risks in these areas
going forward. The Operational Director is taking a lead role in this and has
requested to meet with the new Head of audit and Investigations promptly in
June to ensure the focused joint work continues.

Housing Tenancy Fraud

Recovery of social housing properties has a significant impact upon the
temporary accommodation budget. When it existed the Audit Commission
estimated that the average value, nationally, of each recovered tenancy is
£18,000*. The £18,000 figure is notional and some neighbouring Councils (e.g.
Harrow) use a much greater figure based on an estimate of actual temporary
housing costs over a three year period. Another National report in 2014
recommended using £75,000 per property recovered. This was based on an
average three year fraudulent tenancy and included temporary accommodation
for genuine applicants, legal costs to recover property, re-let cost and rent
foregone during the void period between tenancies.

Caseload information is set out in table 6 below. Which includes data relating
to all quarters 2016/17; the totals for 2016/17; the totals for 2015/16 for
comparison and also the totals from quarter four of 2015/16 to enable
comparison specifically with the period for which this report relates.



Table 6 — Housing Fraud 2016/17

Housing

Open cases
b/fwd 121 115 139 160 121 174 174

New Referrals
332 48 54 90 140 250 46

Closed Cases
371 81 78 111 101 314 99

Fraud Found
52 17 9 13 13 73 12

Recovered
Properties 44 15 8 11 10 63 11

Applications
Refused NIL NIL 0 NIL 0 2 NIL

Property Size
Reduced 4 1 0 2 1 5 1
(Rehousing)

Home Loss
Payment NIL NIL NIL NIL 0 0 NIL

recovered

Right to Buy
4 1 1 NIL 2 3 NIL

Value of
properties £792 | £270 £144 £198 | £180 | £1,134 £198
recovered*
(000s)

Value of Right to
Buy Discount £416 | £104 £104 NIL £207 £90 NIL

Prevented**
(000s)

Value of

Property £72 £18 NIL £36 £18 £282 £18
Size Reduced
(000s)

Open cases
c/fwd 82 82 115 139 160 121 121




Cases with
Legal 26 26 26 34 33 18 18

for possession/

Prosecution

Notional value of recovered properties is £18,000

** Actual amount of discount stopped

6.3.

6.4.
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The team exceeded the internal target of 51 during the financial year, identifying
52 Housing related frauds.

During 2016/17 there has been a greater emphasis placed on the prosecution
of housing fraud and Proceeds of Crime Act (POCA) / Profit Orders rather than
just recovery of the tenancy. To date, 5 cases were successfully prosecuted
under the Prevention of Social Housing Fraud Act (PoSHFA). The Profit Orders
granted in these cases totaled £37,162.

With regards to Right to Buy (RTB) fraud, there has been a greater emphasis
on tackling RTB fraud since 2015/16. The team is currently liaising closely with
the Right to Buy team to develop a more proactive anti-fraud approach. The
new arrangements have been approved and are now being implemented since
January 2017. Right to Buy fraud is deemed to be a significant risk to Council’s
housing stock.




7. Other External Fraud

7.1. This category includes all other external fraud/irregularity cases, such as blue
badge, direct payments and council tax discounts.

Table 7 — Other External Fraud 2016/17

16/17 | 16/17 | 16/17 | 16/17 | 16/17 | 15/16 15/16
Yea Year
External Fraud r
Open cases 57 13 72 106 57 56 56
b/fwd
New Referrals 161* 18 30 30 83 99 9
Closed Cases 204 17 89 64 34 62 8
Fraud / 22 5 10 3 4 10 4
Irregularity
Prosecution 2 1 0 1 0 0 NIL
Warning/Caution 6 NIL 4 1 1 3 NIL
Overpayment/ 7 1 5 NIL 1 7 4
Savings
identified
Open cases 14 14 13 72 106 5 57
c/fwd

*see 7.4 for explanation of increased referrals

7.2. The team were asked by the Planning Service to investigate whether on-line
comments in relation to a significant Planning Application, were valid. Evidence
was gathered to suggest that they had not come from legitimate sources and

this was provided to Officers who were able to take appropriate action.

7.3. The overpayment case refers to a home care agency which was found to be
over-billing to the value of around £3,700 in a small sample scrutinised,
recommendations were made for the department to continue the scrutiny to
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identify the full extent of the irregularity.

Previously work was carried out to explore a more workable approach to tackling
Council Tax Reduction Scheme (CTRS) fraud. 82 cases have since been
reviewed in detail. Due to complexities with DWP's remit to investigate Housing
Benefit /Council Tax Benefit fraud and systems enhancements which are
needed in CTRS administration, only a handful of suitable cases are being
progressed to interview/sanction. This area of work has been put on hold until
recommendations with the CTRS administration has been implemented to
comply with legislation. This will enable Brent to consider whether pursuit of
this fraud forms part of its Anti-Fraud and Corruption Strategy going forward.

With regards to No Recourse to Public Funds (NRPF), the Team have
developed a referral stream with the NRPF Team. However, new verification
procedures within the NRPF has meant that more onus is being placed on
clients to provide supporting documentation and as such, it is not expected that
there will in future be any a significant increases in referrals of this type. One
NRPF case was successfully investigated in Q3 with assistance being refused
and a saving of £5,074.32 achieved.

Financial Implications

There are no specific financial implications associated with noting this report.
However the effectiveness of financial controls and fraud investigation can
clearly have financial implications.

Legal Implications

None

Diversity Implications

None.

Background Papers

2016/17 Internal Audit Plan
Infostore 2015/16 audit recommendations

Contact Officer Details

Michael Bradley —Head of Audit & Investigations, Civic Centre, 7t Floor.
Telephone — 0208 937 6526

CONRAD HALL
Chief Finance Officer
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