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Internal Audit and Counter Fraud Report for three quarters
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Chief Internal Auditor
All

To provide a summary of the activities of Internal Audit and
Counter Fraud for three quarters of the financial year 2021-
2022 — 15t April to 315t December 2021.

That the information in this report be noted and
members identify any further information
requirements.

The remit of the Audit and Governance Committee includes
the duties to agree an Annual Audit Plan and keep it under
review, and to keep under review the probity and
effectiveness of internal controls, both financial and
operational, including the Council’s arrangements for
identifying and managing risk.

Name: Jackie Humphrey

Post title: Chief Internal Auditor

E-mail: jackie.humphrey@lewes-eastbourne.gov.uk
Telephone number: 01323 415925

1 Introduction

1.1 The remit of the Audit and Governance Committee includes the duties to agree
an Annual Audit Plan and keep it under review, and to keep under review the
probity and effectiveness of internal controls, both financial and operational,
including the Council’'s arrangements for identifying and managing risk.

1.2 The quarterly report includes a review of work undertaken by Internal Audit and

Counter Fraud.

1.3 This report summarises the work carried out by Internal Audit and Counter Fraud
across the first three quarters of the financial year 2021-22.

2 Review of the work of Internal Audit carried out in the first three quarters of
the financial year 2021-22
2.1 During the year to date 16 final reports and 16 follow up reports have been

issued. In the last quarter 9 final reports, 7 follow up reports and 3 draft reports
have been issued.

2.2 A list showing all the reports issued during the year, along with assurance levels
given, can be found at Appendix A. This list also shows audit reviews carried
out in the last financial year where follow ups are still being carried out. Lines
greyed out are showing that follow ups are not being carried out.
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Where there are outstanding recommendations after a follow up has been
carried out, these are listed at Appendix B. This table also gives the feedback
from managers made at the last follow up review.

There are two audit reviews which have outstanding recommendations following
two follow ups and one following three follow ups. All three had follow up
reviews carried out in December and further reviews will be carried out in three
months. A summary of these follows but full details are contained in Appendix
B.

Business Continuity Planning — Third follow up:
e Writing of the plans was to be carried out by East Sussex County Council.
However, the officer there has left and the work is now to be carried out
by the councils’ own Emergency Planning Officer.

Procurement — Second follow up:
e Work is reported as ongoing. The Strategic Procurement Manager post
was part-time but has been made full-time as of January 2022.

Members Allowances — Second follow up:
e Owing to Covid restrictions few claims have been presented so there has
been little, or nothing, to test at follow up.

At the beginning of the financial year the work of the team was impacted by
carrying a vacancy and the absence of a team member for an extended period.
This highlighted the lack of resilience within the team. The request to fill the
vacant post was therefore agreed and recruitment was carried out in October,
with the new Auditor taking up the post on 10" January 2022.

At the same time the structure of the Internal Audit team was reviewed following
the checking of the Benefits Subsidy Claim work being handed back to
Customer First. This work was a substantial part of the Senior Auditor role.
The review was undertaken to ensure the internal audit service had the
appropriate structure and resources to effectively deliver the internal audit remit
in line with the Public Sector Internal Audit Standards. The outcome of the
review was that, due to the substantial part of the Senior Auditor role being lost,
the post was no longer required and resources could be better deployed to
provide more cost-effective auditing hours, whilst delivering a more resilient and
professional service.

Following consultation, this was agreed, and the new structure came into effect
on 1t January 2022. A recruitment exercise for the newly formed Auditor post is
currently ongoing.

Once the team is fully resourced, and initial training has been completed, further
reviews of ways of working will be carried out. This will be carried out to ensure
that the ways that audits are planned, carried out and reported are also up-to-
date, professional and provide the best service possible.

Second Follow Up of Arrears Collection

At the committee meeting in November a report on Arrears was requested. The
Director of Service Delivery has been working with the Leader of the Council and
other councillors about Arrears and it is not intended to duplicate that information
here.
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An audit review of Arrears Collection was carried out in January 2021 and was
due for a second follow up review. Therefore, the second follow up review has
been carried out and the report on this has been attached to this committee
report at Appendix C.

The report shows that only one of the original seven recommendations made
has been addressed. Of the six outstanding recommendations, four are in the
process of being addressed. For clarity, the full responses of the relevant
managers have been included in the report.

Review of the work of Counter Fraud carried out in the first three quarters
of the financial year 2021-22

Cases have continued to be built and monitored during the easing of lockdown
restrictions, with the team responding to new and emerging fraud risks following
the release of Covid-19 support packages to businesses and individuals.

The team continues to target the high risk and value areas of tenancy housing
while also undertaking other exercises as detailed below. An increase in fraud
referrals and information from the public has been noted during and post Covid-
19 restrictions — this is partly explained by more people working from home but
also the work to increase fraud awareness, particularly tenancy fraud.

Housing Tenancy — The team continue to work closely with colleagues in Homes
First and Legal. There are currently 26 ongoing sublet/abandonment tenancy
cases at various stages. 11 tenancy fraud cases were closed with no further
action and two properties were returned with a net saving to the authority of
£186,000. One property is expected to be returned to the council in January
2022 with legal action in process to take possession of a further property.

Right to Buy — There continues to be a steady volume of applications since
autumn 2020. 34 cases are currently either being checked to prevent and detect
fraud and protect the authority against money-laundering or waiting for a home
visit to verify residential status. Eight cases were closed in this period with four
withdrawn applications resulting in a net preventative saving of £339,900.

Housing Applications/Homeless Placement — the team are working directly with
colleagues in Homes First to implement additional counter-fraud measures to
ensure the limited housing stock that is available will only be allocated to those
in genuine need. One investigation resulted in the cancellation of a temporary
accommodation placement, which costs the council on average £12,000 (based
on the average length of a placement). In addition, the household was removed
from the housing waiting list which the National Fraud Initiative estimates is a
preventative saving of £3,240.

National Non-Domestic Rates — As part of the review of Covid-19 Business
Grant Fund applications discrepancies of Small Business Rate Relief and liable
rate payer have been found. This has resulted in changes to business rate bills
with a net income of £16,862.95 generated to the authority. 10 cases have been
closed during the year with additional cases still outstanding.

Council Tax — 10 cases have been investigated during the third quarter with a
net recoverable income of £5,677.29 generated for the authority and a
preventative saving of £2,795.20. A review of Council Tax
exemptions/disregards is also planned to begin during the fourth quarter of the
year.
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Council Tax Reduction — Eight cases have been closed in this period generating
a total recoverable income of £9,801.12 and a preventative saving of £4,404.80.

Housing Benefit — The team continue to work closely with the Department for
Work and Pensions (DWP) and our colleagues in the Benefits section. Due to
resource restrictions, and pressing need to assess Universal Credit applications,
the DWP have limited their capacity to investigate Housing Benefit. However,
this has begun to change with 32 cases closed in this period generating
recoverable Housing Benefit overpayments of £32,732.56 and a preventative
saving of £23,274.56.

Housing debtors — The team continue to look at debt avoidance where loans
have been made to assist with securing housing and have remained outstanding
following existing debt recovery methods of contact. This activity has recouped
£2,866.51 during this period which otherwise might have been written off.

National Fraud Initiative — The 2020/21 exercise is ongoing with the first batch of
1659 cases to review. The team have cleared 447 cases so far with 46 open for
investigation. Two frauds and one error have been found which have resulted in
overpayments totalling £13,254.92.

Data Protection Requests — the team take an active role in supporting
colleagues in other organisations to prevent fraud and tackle criminal activity.
During this period the team dealt with 12 requests from the Police and other
authorities. In addition, four fit and proper person checks were completed for
new or renewal HMO (Houses in Multiple Occupation) licences and 17 Gas
Safety checks were completed on council properties where the tenant has not
responded.

Five allegations were received from the general public during the quarter which
were closed down due to either insufficient information/contact details or the
matter did not relate to a council concern.

Following on from the government’s announcement to support businesses
through the Covid-19 pandemic. The team have been working closely with the
revenues specialists to prevent and investigate fraudulent applications. The
team are currently continuing undertaking post verification work as requested by
the Department for Business, Energy and Industrial Strategy. This includes
sample checking on each of the grant schemes and reviewing applications
where only one grant has been applied for as this has been identified as an area
of higher risk of fraud. A report providing an update on this work will be provided
separately.

One member of the team was selected as a finalist for the ‘Outstanding
Investigator’ category at the 2021 ‘Tackling Economic Crime Awards’ held in
December. These awards are independent and aim to recognise outstanding
contributions in tackling all areas of economic crime — the awards showcase the
very best organisations, teams, individuals, and initiatives across the public and
private sector.

A table showing the savings made by the Counter Fraud team in the first three
quarters of 2021-2022 can be found at Appendix C.

Financial appraisal
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There are no financial implications relating to expenditure arising from this
report. Details of savings generated by the Counter Fraud team are included in
Appendix C.

Legal implications
This report is for noting only and therefore the Legal Services team has not
been consulted on the content of it.

Risk management implications

If the council does not have an effective governance framework that is subject
to proper oversight by councillors it will not be able to demonstrate that it has in
place adequate means to safeguard council assets and services, and it could
be subject to criticism from the council’s external auditor or the public.

Equality analysis
An equalities impact assessment is not considered necessary because the
report is for information only and involves no key decisions.

Environmental sustainability implications
Not applicable

Appendices

Appendix A — Audit reports issued and follow ups

Appendix B — Recommendations outstanding after follow ups
Appendix C — Arrears Collection — Second follow up report
Appendix D — Counter Fraud savings

Jackie Humphrey
Chief Internal Auditor



