/A

Morth Ayrshire Council

Cunninghame House,
Irvine.

10 November 2016

Audit and Scrutiny Committee

You are requested to attend a Meeting of the above mentioned Committee of North
Ayrshire Council to be held in the Council Chambers, Cunninghame House, Irvine
on MONDAY 14 NOVEMBER 2016 at 10.00 a.m. to consider the undernoted
business.

Yours faithfully

Elma Murray

Chief Executive

1. Declarations of Interest
Members are requested to give notice of any declarations of interest in respect
of items of business on the Agenda.

2.  Minutes (Page 7)
The accuracy of the Minutes of the meeting of the Audit and Scrutiny
Committee held on 23 September 2016 will be confirmed and the Minutes
signed in accordance with Paragraph 7 (1) of Schedule 7 of the Local
Government (Scotland) Act 1973 (copy enclosed).

3. Presentation: NAHSCP Annual Performance Report

Receive a presentation by the Director (Health & Social Care Partnership) on
the NAHSCP Annual Performance Report.
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10.

11.

12.

Internal Audit and Corporate Fraud Action Plans: Quarter 4 Update
Receive a verbal update from the Executive Director (Education and Youth
Employment) on the progress in allocating time for teachers to attend the
Corporate Acceptable Computer Use training.

Corporate Fraud and Corruption Strategy (Page 11)
Submit report by the Executive Director (Finance and Corporate Support) of the
Council's Counter Fraud and Corruption Strategy, which has recently been
refreshed to ensure it remains current (copy enclosed).

Internal Audit Reports Issued (Page 23)

Submit report by the Executive Director (Finance and Corporate Support) on
the findings of Internal Audit work completed between 1 August and 31 October
2016 (copy enclosed).

Internal Audit and Corporate Fraud Action Plans: Quarter 2 Update

(Page 51)

Submit report by the Executive Director (Finance and Corporate Support)on the
progress made by Council services in implementing the agreed actions from
Internal Audit and Corporate Fraud reports as at 30 September 2016 (copy
enclosed).

Internal Audit Plan 2016/17: Mid-year Progress (Page 63)

Submit report by the Executive Director (Finance and Corporate Support) on
progress as at 30 September 2016 in delivering the 2016/17 Internal Audit plan
(copy enclosed).

External Audit Action Plans: Quarter 2 update (Page 73)

Submit report by the Executive Director (Finance and Corporate Support)
progress made in implementing the agreed action plans arising from the
external audit of the Council's 2014/15 and 2015/16 accounts (copy enclosed).

Corporate Fraud Team: Mid-year Progress (Page 79)

Submit report by the Executive Director (Finance and Corporate Support)
provide the Audit and Scrutiny Committee with a mid-year progress update on
the work of the Corporate Fraud team (copy enclosed).

Audit Scotland Benefits Performance Audit Annual Update 2015/16 and
Housing Benefit Good Practice Guide (Page 83)

Submit report by the Executive Director (Finance and Corporate Support) on
the findings of the Audit Scotland benefits performance audit annual update
2015/16 and highlighting the Council's good practice contained in the Housing
Benefit Good Practice Guide (copy enclosed).

Consolidation of School Funds (Page 131)

Submit report by the Executive Director (Finance and Corporate Support) on
the management of school funds across the Council (copy enclosed).
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13.

14.

15.

16.

17.

18.

19.

20.

21.

Audit Scotland report - Maintaining Scotland’'s Roads (Page 135)
Submit report by the Executive Director (Place) on the recent report prepared
by Audit Scotland on Maintaining Scotland's Roads (copy enclosed).

Superfast broadband for Scotland: A Progress Update (Page 205)

Submit report by the Executive Director (Economy & Communities) on the key
messages from Audit Scotland's progress update on superfast broadband
roll-out in Scotland (copy enclosed).

Audit Scotland Report: Social Work in Scotland (Page 229)
Submit report by the Executive Director (Finance and Corporate Support)the
findings of the recent Audit Scotland report (copy enclosed).

Local Government Benchmarking Framework (LGBF) 2014/15

(Page 245)

Submit report by the Chief Executive on the Directorates' priorities identified
following the publication of the latest LGBF report (copy enclosed).

Public Performance Reporting 2015/16 (Page 255)
Submit report by the Chief Executive on the public performance reporting and
the Annual Performance Report 2015/16 (copy enclosed).

North Ayrshire CCTV Ltd: Monitoring Report (Page 335)

Submit report by the Executive Director (Place) on the performance of North
Ayrshire CCTV Ltd during 2015/16 and the allocation of funding from the
Council and other sources (copy enclosed).

Interim Equality Mainstreaming Report and Equality Outcomes (Page 341)
Submit report by the Chief Executive on the Interim Equality Mainstreaming
Report 2014 - 2015 (copy enclosed).

Ayrshire Valuation Joint Board Minutes (Page 375)

Submit the Minutes of the meetings of the Ayrshire Valuation Joint Board
(AVJB) held on (i) 12 January 2016; (ii) 29 March 2016; and (iii) 24 May 2016
(copy enclosed).

Urgent Items
Any other items which the Chair considers to be urgent.
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EXEMPT INFORMATION

22.

23.

Exclusion of the Public

Resolve in terms of Section 50(A)4 of the Local Government (Scotland) Act
1973, to exclude from the Meeting the press and the public for the following
items of business on the grounds indicated in terms of Paragraph 9 of Part 1 of
Schedule 7A of the Act.

Non Disclosure of Information

In terms of Standing Order 17 (Disclosure of Information) the information
contained within the following reports is confidential information within the
meaning of Section 50A of the 1973 Act and shall not be disclosed to any
person by any Member or Officer.

Corporate Fraud Reports Issued (Page 397)

Submit report by the Executive Director (Finance and Corporate Support) on
the findings of Corporate Fraud investigations (copy enclosed).

North Ayrshire Council, Cunninghame House, Irvine KA12 8EE



Audit & Scrutiny Committee

Sederunt;

John Hunter (Chair)
John Easdale

Alan Hill

Tom Marshall
Catherine McMillan
Alan Munro

David O'Neill

Chair:

Attending:

Apologies:

Meeting Ended:

North Ayrshire Council, Cunninghame House, Irvine KA12 8EE






Agenda Item 2
Audit and Scrutiny Committee
23 September 2016

IRVINE, 23 September 2016 - At a Meeting of the Audit and Scrutiny Committee of
North Ayrshire Council at 10.00 a.m.

Present
Catherine McMillan, Tom Marshall, Alan Munro and David O'Neill

In Attendance

L.Friel, Executive Director, P. Doak, Senior Manager (Internal Audit, Risk and
Performance) and D. Forbes, Senior Manager (Financial Management) (Finance and
Corporate Support); and M. Anderson, Committee Services Team Leader (Chief
Executive’s Service).

Also In Attendance
P. Craig and S. Harold (Audit Scotland).

Chair
Councillor McMillan in the Chair.

Apologies for Absence
John Hunter .

1. Appointment of Chair

In the absence of the Chair, the Committee unanimously agreed that Councillor
McMillan be appointed as Chair. Thereafter, Councillor McMillan assumed the Chair
for the remainder of the meeting.

2. Declarations of Interest

There were no declarations of interest by Members in terms of Standing Order 10
and Section 5 of the Code of Conduct for Councillors.

3. Minutes

The accuracy of the Minutes of the meeting of the Audit Committee held on 22
August 2016 and the meeting of the Scrutiny and Petitions Committee held on 24
August 2016 were confirmed and the Minutes signed in accordance with Paragraph 7
(1) of Schedule 7 of the Local Government (Scotland) Act 1973.
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4.  Audit Scotland — Proposed 2015/16 Annual Audit Report

Submitted report by the Executive Director (Finance and Corporate Support) on the
annual audit report for 2015/16. Appendix 1 to the report comprised a covering letter
from Audit Scotland, which incorporated their ISA260 letter "Report to Those
Charged with Governance" together with their proposed Independent Audit's Report
and the letter of representation to be signed by the Executive Director (Finance and
Corporate Support) as responsible officer for North Ayrshire Council.  Audit
Scotland's proposed annual report to Members, which summarised the findings of
their audit, was attached at Appendix 2 to the report.

Paul Craig of Audit Scotland provided a verbal report on the appendices to the
report, including the key messages contained within the external auditor's unqualified
report on the 2015/16 audit of North Ayrshire Council, the significant findings from
the audit in accordance with ISA260, and the significant audit risks identified during
the course of the audit.

Members, having congratulated officers on their work in helping to ensure the
delivery of an unqualified extenral audit report, asked questions, and received
clarification, on the following:-

e the role of earmarked and unearmarked reserves, particularly in the context of
expected future financial challenges for the Council;

e the accounting rationale associated with the depreciation of council dwellings;

e whether most Scottish Councils achieved unqualified audit reports;

e the circumstances surrounding the understatement of the Council's landfill tax
liability; and

e the lack of restriction on the use of unearmarked reserves.

The Committee agreed to (a) note (i) the findings of the 2015/16 audit as contained
in the External Auditor's annual report at Appendix 2, (ii) the agreed action plan as
outlined in Appendix IV of the annual report and (iii) the verbal provided by the
External Auditor; and (b) approve the audited Annual Accounts for signature.

5. Audit Scotland Report to Those Charged With Governance on the 2015/16
Audit - Charitable Trusts Administered by North Ayrshire Council

Submitted report by the Executive Director (Finance and Corporate Support) on
matters arising from the audit of the Council's registered charitable trusts for the year
to 31 March 2016. Appendix 1 to the report set out Audit Scotland's Governance
report on the 2015/16 charitable trust accounts.

Stephanie Harold of Audit Scotland provided a verbal report on the appendix to the
report, including the unqualified nature of the proposed Independent Auditor's
Report, details of the registered trusts where the Council is the sole trustee, and the
significant findings arising from the audit. Members' attention was drawn to three
trusts which do not have trust deeds and those trusts which are currently dormant.
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Members asked questions, and received clarification, on the following:-

® action to seek to generate interest and activity in relation to dormant trusts;

e the availability of a breakdown of the North Ayrshire Council Charitable Trust
combined assets of £252,351;

e the appointment of the Council's new external auditors.

The Executive Director (Finance and Corporate Support) undertook to (i) liaise with
the Head of Service (Connected Communities) on action which might be taken to
raise awareness of the availability of funds within currently dormant trusts and (ii)
provide Members with a breakdown of the combined assets of the North Ayrshire
Council Charitable Trust.

The Committee agreed (a) to note (i) the key issues identified in the Audit Scotland
report attached at Appendix 1 and (ii) the actions to be taken by the Council to
resolve them where appropriate; (b) approve the audited charitable trust accounts for
signature; and (c) record the appreciation of Members and Officers of the positive
working relationship which had been experienced with the Council's external
auditors, Audit Scotland, over the past five years.

The Meeting ended at 10.50 a.m.
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NORTH AYRSHIRE COUNCIL

Agenda ltem 5
14 November 2016

Audit and Scrutiny Committee

Title:

Counter Fraud and Corruption Strategy

Purpose: To advise the Audit and Scrutiny Committee of the

Council's Counter Fraud and Corruption Strategy,
which has recently been refreshed to ensure it

remains current.

Recommendation: That the Committee notes the refreshed Counter

Fraud and Corruption Strategy.

1.1

1.2

1.3

2.1

2.2

Executive Summary

In January 2015, Cabinet approved the Counter Fraud and Corruption
Strategy, setting out the Council's zero-tolerance approach towards
fraud and corruption.

The Strategy has been refreshed to ensure it remains current, most
notably by making reference to the role of Corporate Fraud Team,
which was not established when the Strategy was approved.

The refreshed Strategy is attached at Appendix 1.

Background

Those responsible for the conduct of public business and the handling
of public money will be held fully accountable for their conduct in
accordance with the law and proper standards. It is essential that
public money is handled with absolute integrity, safeguarded and
properly accounted for and used economically, efficiently and
effectively.

To discharge its accountability to the local community, the Council has
established and will maintain proper arrangements for the governance
of its affairs and the public money at its disposal. The Council is
committed to ensuring openness and transparency in the provision of
all its services.
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2.3

2.4

2.5

2.6

2.7

The Council recognises that its resources may be the target of
fraudsters, either working outwith or inside the organisation and the
Counter Fraud and Corruption Strategy sets out how the Council aims
to address the fraud risk it faces.

The Strategy highlights the areas of the Council's operations that are
viewed as being at greatest risk of fraud and corruption. These
include:

employees

information security
procurement and contracts
finance

physical security of assets
licensing

planning

housing tenancy fraud
Council Tax fraud

The Strategy outlines a number of danger signs or 'red flags' to which
the Council must be alert in order to maximise the opportunity to
identify potential frauds.

The Council will follow 5 key steps in managing its approach to
tackling fraud and corruption. The approach covers proactive steps,
aiming to prevent fraud and corruption occurring, and reactive steps
when suspected instances are identified. These are:

deter
prevent
detect
investigate
enforce

In enforcing action, the Council will always pursue a triple-track
response to any instances of fraud or corruption which are found to be
proven:

e Disciplinary action — any fraudulent or corrupt activity by
employees will be regarded as ‘gross misconduct’ and appropriate
action will be taken under the Council’s disciplinary procedures.

® Police — following the conclusion of any Corporate Fraud
investigation, fraudulent or corrupt activity will be referred to Police
Scotland for further action, subject to approval by the Chief
Executive.

® Recovery action — the Council will seek to recover any financial
loss it has suffered through fraudulent or corrupt activity, either
through court compensation or by pursuing civil action.
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2.8  In addition to this Strategy, the Council has a range of related policies
and procedures which staff and elected members are required to
adhere to; these include the financial regulations, codes of financial
practice, standing orders relating to contracts, 'whistleblowing' policy
and defalcation procedures.

2.9  The responsibility for creating a strong anti-fraud culture lies both with
Elected Members, in particular the Cabinet and the Audit and Scrutiny
Committee, and the Extended Leadership Team. All members of staff
must remain vigilant to the threat of fraudulent activity and take the
appropriate action if suspicions arise.

3. Proposals

3.1 It is proposed that the Audit and Scrutiny Committee notes the
refreshed Counter Fraud and Corruption Strategy.

4. Implications

Financial: None.

Human Resources: None.

Legal: None.

Equality: None.

Environmental & None.

Sustainability:

Key Priorities: Counter fraud activity helps to support the efficient

delivery of the strategic priorities within the Council
Plan 2015-2020.
Community Benefits: [None.
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5. Consultation

5.1 No consultation was required in refreshing the Strategy.

Lecortiell

LAURA FRIEL
Executive Director (Finance and Corporate Support)

Reference :
For further information please contact Paul Doak, Senior Manager (Internal

Audit, Risk and Fraud) on 01294-324561.

Background Papers
None.
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Appendix 1

North Ayrshire Council

Counter Fraud and
Corruption Strategy

Version: Final

Date: 08/11/2016
Author: Paul Doak
Classification: | Public

North Ayrshire Council

15



COUNTER FRAUD AND CORRUPTION STRATEGY
1 Key Messages

1.1 North Ayrshire Council has a zero-tolerance approach to fraudulent or corrupt activity,
whether perpetrated by employees, Elected Members, partner organisations,
suppliers or service users.

1.2 All parties should remain vigilant to the threat of fraudulent or corrupt activity and
should alert the Council when suspicions arise.

1.3 The Council will always investigate allegations of fraud by referring them to the
Corporate Fraud Team and thereafter, where appropriate, to Police Scotland.

1.4 The Council will pursue a triple-track response to any instances of fraud or corruption
which are found to be proven:

» Disciplinary action — any fraudulent or corrupt activity by employees will be
regarded as ‘gross misconduct’ and appropriate action will be taken under the
Council’s disciplinary procedures.

* Police - following the conclusion of any Corporate Fraud Team investigation,
fraudulent or corrupt activity will be referred to Police Scotland for further
action.

* Recovery action — the Council will seek to recover any financial loss it has
suffered through fraudulent or corrupt activity, either through court
compensation or by pursuing civil action.

2 Introduction

2.1 Those responsible for the conduct of public business and the handling of public
money will be held fully accountable for their conduct in accordance with the law and
proper standards. It is essential that public money is handled with absolute integrity,
safeguarded and properly accounted for and used economically, efficiently and
effectively.

2.2 To discharge its accountability to the local community, the Council has established
and will maintain proper arrangements for the governance of its affairs and the public
money at its disposal. The Council is committed to ensuring openness and
transparency in the provision of all its services.

2.3 The Council has adopted a zero-tolerance approach to fraud and corruption and will
always refer any allegations for investigation through the Corporate Fraud Team. The
Council will involve the Police where necessary and will seek to recover any losses
due to fraud or other corrupt practices.

2.4 The Council recognises that its resources may be the target of fraudsters, either
working outwith or inside the organisation. This Counter Fraud and Corruption
Strategy sets out how the Council aims to address the fraud risk it faces.

08/11/2016 Page 2 of 8 [PUBLIC]
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2.5 In addition to this strategy, the Council has a range of policies and procedures which
staff and Elected Members are required to adhere to and these are referred to
throughout this document.

2.6 The responsibility for creating a strong anti-fraud culture lies both with Elected
Members, in particular the Cabinet and the Audit and Scrutiny Committee, and the
Executive Leadership Team. All members of staff must remain vigilant to the threat of
fraudulent activity and take the appropriate action if suspicions arise.

3 Definitions

3.1 A number of specialist terms are used throughout this strategy and definitions are
provided below:

3.2 Fraud — the intentional distortion or attempted distortion of statements and records
and/or the misappropriation of assets involving deception to obtain an unjust and
illegal financial advantage.

3.3 Corruption — the offering, giving, soliciting or acceptance of an inducement or reward
that may influence the actions taken by the Council, its Committees, Elected Members
or officers.

3.4 Embezzlement — theft or misappropriation of funds placed in one’s trust or belonging
to one’s employer.

3.5 Bribery - giving or receiving a financial or other advantage in connection with the
"improper performance" of a position of trust, or a function that is expected to be
performed impartially or in good faith. A bribe may be offered directly to an officer to
influence their actions or it may be given to another officer to influence the actions of
someone else.

3.6 Money Laundering — the process in which the proceeds of crime are transformed
into what appears to be legitimate money or other assets.

4 Awareness of Fraud and Corruption Challenge

4.1 The criminal threat presented by fraud is not a new one but the ways in which
fraudsters operate has developed significantly and is becoming ever more
sophisticated.

4.2 Criminals are more organised than ever and their activities rely on significant levels of
planning and organising. Fraudsters share information online and build criminal
organisations across the UK and overseas. Tactics are constantly changing as
criminals respond to the intervention of organisations and take advantage of new
opportunities.

4.3 In taking advantage of new opportunities, criminals exploit the latest technology. They
steal personal and financial data, both from individuals and organisations. They use
social networking to build trust with potential victims who either unwittingly or are
coerced into providing information to fraudsters.

08/11/2016 Page 3 of 8 [PUBLIC]
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4.4

4.5

4.6

4.7

4.8

4.9

4.10

Fraud can be a primary activity for organised crime groups or it can provide funding
for other serious crimes. The organisers of fraud networks are often violent criminals
who are doing harm to communities, public services and businesses.

However, not all frauds are perpetrated by organised crime gangs. There are a variety
of opportunistic frauds and those which require a degree of sophisticated planning —
often coupled with insider knowledge and access. Opportunistic frauds are facilitated
by dishonesty; a culture that tolerates fraudulent behaviour and does not always
acknowledge it as criminal; weak procedures, systems and controls; and lack of
information sharing between organisations. The size of individual losses through this
type of fraud can often be lower, making it more difficult to detect and meaning that it
can often fall below thresholds for detailed investigation.

Fraud can cause significant damage to those affected. The UK Fraud Costs
Measurement Committee’s annual fraud indicator 2016 indicates that identified and
hidden fraud against the UK public sector amounts to an estimated £37.5 billion per
year. An estimated £7.3 billion of this amount was in the local government sector.

Losses on this scale have huge implications for already constrained budgets within
public bodies and undermine the effective provision of public services.

Public sector bodies are an attractive target for fraudsters, who look to abuse the tax,
benefits and grants systems for personal gain. Furthermore, the public sector, like all
organisations, is subject to fraud risks against day-to-day business functions. A
number of the main service areas which have been identified as being at significant
risk of fraud are detailed below.

Employees — any employee can perpetrate fraud against their employer. Types of
employee fraud are wide-ranging and can include misuse of time and resources,
fraudulent claims for allowances and expenses, failure to declare conflicts of interest
or the acceptance of gifts and hospitality, as well as the manipulation of finance and
payroll systems. One of the strongest defences against employee fraud is ensuring
that proper vetting takes place prior to employment. NAC has a range of relevant
policies that must be adhered to, including the Recruitment and Selection Policy,
Protection of Vulnerable Groups (PVG) Policy and Recruitment of ex-Offenders
Policy. All members of staff are required to comply with the Employee Code of
Conduct. It is also essential that senior management ensures that clear internal
controls and segregation of duties are in place across the Council.

Information Security — this is an area of increasing public focus with a number of
high-profile failures across the public sector. Councils hold a range of personal and
sensitive information about individuals and organisations which would be of interest to
fraudsters. It is vitally important that the Council has robust arrangements in place to
protect the integrity of its data, as any loss brings the risk of reputational and financial
damage. North Ayrshire has an Information Security Framework in place to help
manage the threat of data loss; this includes an Acceptable Computer Use Policy,
which all staff are required to sign up to, Data Sharing Guidelines, Information
Classification Guidelines and a policy on reporting security incidents. The Council
employs a dedicated Information Security Officer and has an Information Governance
team to implement and further develop secure arrangements.

08/11/2016 Page 4 of 8 [PUBLIC]
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411

4.12

4.13

4.14

4.15

Procurement and Contracts — procurement fraud covers the entire procure-to-pay
lifecycle, including fraud in the bidder selection and contract award stages (such as
illicit cartel activity or the bribery of an official to influence the tendering process) as
well as fraud occurring during the life of the contract (for example, false or duplicate
invoicing). Procurement fraud is one of the hardest types of fraud to identify,
particularly at the pre-contract stage. The Council has a centralised procurement
function for all non-social care procurement and a dedicated social care
commissioning team within the Health and Social Care Partnership; both operate in
accordance with the Council's Standing Orders Relating to Contracts and the
procurement manual. The Corporate Procurement Unit has a data-sharing protocol in
place with Police Scotland and staff are required to declare any conflicts of interest
they may have.

Finance — the Head of Finance has a responsibility to ensure that the Council’s
financial resources are used in accordance with agreed policy. A range of monitoring
and reporting processes are in place, in particular over the Council’s revenue and
capital budgets. The Council has financial regulations and codes of financial practice,
to which all staff are required to adhere, as well as approved treasury management

practices.

Physical security of assets — Council assets, particularly buildings, may be at risk
through weaknesses in physical security. Managing the security of buildings is
challenging given the geographical spread across North Ayrshire. Each Council
building has a maintained alarm system, linked to an out-of-hours call centre. Should
any alarm be activated, the stand-by security contractor will arrange to attend the
property and undertake a security check. The police will be contacted if it is deemed
necessary.

Licensing — many of the businesses that require licensing are those identified as
being most commonly associated with organised crime gangs. Having a licensed
business can appear to legitimise an organisation and provides opportunities,
particularly in relation to money laundering. The Council operates a range of policies
in relation to the various licences that are available; these policies are made available
to the public through the Council website. A Licensing Board and Licensing
Committee are in place to approve applications and will make decisions based on
information provided by applicants and obtained from Police Scotland.

Planning — legislation requires the determination of applications to be made in
accordance with the Development Plan, unless material considerations indicate
otherwise. The Development Plan has to be submitted to the Scottish Government
prior to adoption. The planning system has a series of checks for conformity with
national and local plans, together with an open and transparent procedure, through
the need for consultation and publicity at every stage of the decision-making process.
Offers of community benefit are not a material planning consideration and it is
important that decision makers are not induced to grant an otherwise unacceptable
consent through the promise of community benefits. Within NAC, there is democratic
accountability through the Committee structures in terms of the Local Development
Plan Committee, Planning Committee and Local Review Board, and the full Council
when required. Management structures within the service negate the possibility of
influence over an individual officer.

08/11/2016 Page 5 of 8 [PUBLIC]
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4.16

4.17

4.18

4.19

Housing tenancy fraud — this can cover a wide range of fraud such as the provision
of false information to obtain social housing, unlawful sub-letting, false homeless
applications and false successions. Unlawful occupation of social housing results in
reduced availability of housing stock to legitimate applicants. The Council carries out
a range of identity checks on applicants for housing to help reduce the risk of tenancy
fraud.

Council tax fraud — Council tax is a target for fraudsters, particularly through false
claiming of single person discount, vacant property relief or student occupancy or
through the Council Tax Reduction scheme. The Council participates in data matching
initiatives to identify potential fraud cases and these are investigated by the fraud
team.

As noted at 4.2, the tactics used by fraudsters change over time and new fraud risks
will continue to emerge. Increasing financial constraints and changes to the way in
which Councils deliver and manage their services can all increase the risk of fraud.
For example, the transfer of assets to community groups could result in local
authorities losing control of how assets and funding are managed; with small
organisations being less experienced in managing public funds, the risk of financial
mismanagement and abuse of funds could increase. The Council must remain alert to
such emerging fraud risks and ensure that good governance structures and controls
are in place to counter these.

There are a number of danger signs or ‘red flags’ to which the Council must be alert in
order to maximise the opportunity to identify potential frauds. These include:

» Significant changes in behaviour

« Individuals with large personal debts and a desire for personal gain

* Audit findings deemed to be errors or irregularities

» Transactions taking place at odd times, odd frequencies, involving unusual
amounts or to odd recipients

« Internal controls that are not enforced or often compromised by higher
authorities

» Discrepancies in accounting records or unexplained items on reconciliations

* Missing documents or only photocopies available

* Inconsistent, vague or implausible responses to enquiries

* Missing inventory or physical assets

« Common names or addresses of payees or customers

« Alterations on documents such as back-dating

e Duplications such as duplicate payments

» Collusion among employees, where there is little or no supervision

» Situations where one employee has control of a process from start to finish
with no or inadequate segregation of duties.

08/11/2016 Page 6 of 8 [PUBLIC]
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5.1

5.2

5.3

5.4

5.5

5.6

North Ayrshire Council Approach

The Council will follow 5 key steps in managing its approach to tackling fraud and
corruption. The approach covers proactive steps, aiming to prevent fraud and
corruption occurring, and reactive steps when suspected instances are identified.

Deter — the Council will seek to maximise publicity around successful detection and
prosecution activity in order to deter potential fraudsters.

Prevent — the Council will seek to prevent fraud by implementing strong internal
controls in all activities across the organisation. Heads of Service are responsible for
implementing and testing robust control mechanisms, which will also be subject to
periodic review by Internal Audit in line with the approved audit plan. The Council will
also seek to prevent fraudulent activity by raising awareness of this Strategy, along
with other key policies.

Detect — the Council will actively seek to detect fraudulent activity through a number
of means. This will include: data sharing with key partners, such as through the
National Fraud Initiative (NFI); pro-active data matching between different systems
and data sets; encouraging whistleblowing by employees or members of the public;
regular management checks on the adequacy of internal controls, and reviews by
Internal Audit.

Investigate — allegations of fraudulent activity will always be reviewed by senior
management and referred to the Corporate Fraud Team for investigation where
appropriate. This will be done in line with the Council's approved defalcation
procedures. As well as recommendations for enforcement actions, an investigation by
the Corporate Fraud Team will result in a range of recommendations to tighten
controls to help prevent a future reoccurrence.

Enforce — the Council will always pursue a triple-track response to any instances of
fraud or corruption which are found to be proven:

e Disciplinary action — any fraudulent or corrupt activity by employees will be
regarded as ‘gross misconduct’ and appropriate action will be taken under the
Council’s disciplinary procedures.

* Police — following the conclusion of any Corporate Fraud Team investigation,
fraudulent or corrupt activity will be referred to Police Scotland for further
action.

* Recovery action — the Council will seek to recover any financial loss it has
suffered through fraudulent or corrupt activity, either through court
compensation or by pursuing civil action.
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6 Key Partners

6.1 The Council will maintain arrangements with other public agencies to encourage the
exchange of information about fraud and corruption. Any exchange of data is
undertaken in accordance with the principles of the Data Protection Act 1998.

6.2 These agencies include:

Police Scotland — both at local level and through the national Public Sector
Counter Corruption Unit (PSCCU).

Other local authorities

Local and national Internal Audit and Corporate Fraud networks

The National Anti-Fraud Network (NAFN)

Audit Scotland

Department of Work and Pensions (DWP)

Chartered Institute of Public Finance and Accountancy (CIPFA)

The Council’s insurers, currently Zurich Municipal.

6.3 The Council also participates in the UK-wide National Fraud Initiative (NFI), which
allows the secure sharing of data between public bodies and highlights potential
fraudulent activity for further investigation.

08/11/2016
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NORTH AYRSHIRE COUNCIL

Agenda Iltem 6
14 November 2016

Audit and Scrutiny Committee

Title:

Internal Audit Reports issued

Purpose: To inform the Committee of the findings of Internal

Audit work completed between 1 August and 31
October 2016.

Recommendation: That the Committee (a) considers the outcomes from

the Internal Audit work carried out; and (b) challenges
services where there are significant weaknesses in

internal controls.

1.1

1.2

2.1

Executive Summary

The Council's local Code of Corporate Governance requires effective
arrangements to be put in place for the objective review of risk
management and internal control. Internal Audit is an important
element in this framework as it reviews internal controls and offers
Elected Members and officers an objective and independent appraisal
of how effectively resources are being managed.

The remit of the Audit and Scrutiny Committee includes the monitoring
of Internal Audit activity. The submission and consideration of regular
reports assists the Committee in fulfilling this remit.

Background

This report provides information on the Internal Audit reports
published between 1 August and 31 October 2016. Internal control
reviews have been completed in respect of the areas detailed in
Appendix 1 to this report. The aim of these reviews is to provide
assurance that the internal control framework within the areas
examined is appropriate and operating effectively.
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2.2  The findings from each audit assignment have been notified in writing
to the Chief Executive, the Executive Director (Finance and Corporate
Support) and the relevant Executive Director and service managers on
the completion of each assignment. Where appropriate, this has
included an action plan detailing recommendations for improving
internal control. The key findings from 7 separate audit assignments
are detailed at Appendix 1 to this report, together with any high priority
actions from each one.

2.3  There are no significant issues to highlight to the Committee; this is a
positive development and is reflected in the reduced number of high
priority actions in the Appendix.

2.4  Full copies of all Internal Audit reports are provided to all Elected
Members, in confidence, through the Council's intranet site. Reports
are held within the dedicated 'Members' information’ area at:
http://naconnects.north-ayrshire.gov.uk/elected-members/audit-reports
/audit-reports.aspx

3. Proposals

3.1 Itis proposed that the Committee (a) considers the outcomes from the
Internal Audit work carried out during the period; and (b) challenges
services where there are significant weaknesses in internal controls

4. Implications

Financial: None.

Human Resources: None.

Legal: None.

Equality: None.

Environmental & None.

Sustainability:

Key Priorities: The work of Internal Audit helps to support the

efficient delivery of the strategic priorities within the
Council Plan 2015-2020.
Community Benefits: [None.
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5. Consultation

5.1 The relevant services are consulted on Internal Audit findings during
each audit assignment.

Lecortiell

LAURA FRIEL
Executive Director (Finance and Corporate Support)

Reference :
For further information please contact Paul Doak, Senior Manager (Internal

Audit, Risk and Fraud) on 01294-324561.

Background Papers
None.
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Appendix 1

EXECUTIVE SUMMARY
SELF-DIRECTED SUPPORT

Background

A review of the use of Self-directed Support (SDS) by North Ayrshire Health and Social Care
Partnership (NAHSCP) was carried out as part of the current Internal Audit Plan.

The implementation of SDS has brought about a major change to the way people with social
care needs are supported. SDS allows people to choose how their support is provided, and
gives them as much control as they want of their individual budget.

The audit focussed on reviewing the care assessment and monitoring arrangements for a
sample of service users, covering the range of available options. Also reviewed were the
controls in place in relation to recipients of Direct Payments underspending or breaching
financial regulations.

Key Objectives

The main objectives of this audit were to:

» Review North Ayrshire Health and Social Care Partnership’s (NAHSCP) policies and
procedures in relation to SDS.

* Review the documentation held for a sample of service users covering the range of SDS
Options.

* Review a sample of Direct Payments to ensure that they have been administered in
accordance with procedures.

» Review service users’ accounts for evidence of underspends or breaches of regulations.

Key Findings and Actions

All the recommended actions arising from this audit are detailed in the action plan which follows
this Executive Summary. The key findings are as follows:
* Important documents are not always being retained in service users’ files.
* Some service users are not providing sufficient evidence to support their spending.
* Reviews of underspends are not being carried out in line with procedures.
* Some service users are not receiving regular service reviews.
» Evidence indicates that service users have significant input into their care arrangements,
they are generally satisfied with the care provided, and targeted outcomes are being
delivered.

Audit Opinion

NAHSCP has implemented an approach to SDS which is broadly in line with published guidance.
SDS is being widely promoted to North Ayrshire residents and service users have access to
support and detailed guidance. Service users participate in detailed assessment to ensure the
care they receive is tailored specifically to their needs.

Comprehensive procedural documents have been produced; however, current operational

practices do not fully adhere to these. A consistent approach should be taken to the
maintenance of service users’ files to ensure key documents are retained.
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ACTION PLAN
SELF-DIRECTED SUPPORT

Action

a

Action Description

Staff should be reminded to ensure that details of the SDS Option
selected by the service user are correctly recorded in CareFirst.

Risk

Incorrect information is held on service users. Incorrect
information is reported to the Scottish Government.

Priority (1, 2, 3)

2

Paragraph Reference

3.7,3.15

Assigned to Team Manager (Business Support — CareFirst), SDS Policy
Review Manager
Due Date 30 June 2017

Management Response

Reminder will be issued as part of Key Messages distributed after
SDS Panel in October 2016.

Review the effectiveness of the CareFirst system. ldentify system
changes required and report to SDS Panel.

Prepare a prompt/note to be discussed with teams.

Extract quarterly reports for submission to panel to audit
performance.

Action

b

Action Description

Signed copies of Supported Self-Assessment Questionnaires and
Support Plans should be held on file for all service users. Where
signed copies are not held, arrangements should be made to have
this paperwork signed by service users or their representatives.

Risk Service users may challenge their care arrangements. Incomplete
audit trail.

Priority (1, 2, 3) 2

Paragraph Reference 3.9, 3.17

Assigned to

SDS Policy Review Manager

Due Date

31 March 2017

Management Response

Review to be carried out on 2,025 SDS cases to confirm numbers
unsigned. Allocate cases unsigned to worker for signature.

To avoid future occurrences of unsigned paperwork, guidance to
be issued detailing the reasons for authorisation. To be discussed
at Team Meetings.

Monitoring arrangements on authorisation to be put in place and
guarterly casefile audit.
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Action

C

Action Description

Details of financial assessments and budgetary calculations
should be retained on file for all service users.

Risk

It cannot be demonstrated whether value of care provided is
appropriate. Incomplete audit trail.

Priority (1, 2, 3)

1

Paragraph Reference

3.10, 3.18, 3.19

Assigned to Team Manager (Business Support — CareFirst), SDS Policy
Review Manager
Due Date 31 December 2016

Management Response

Assess functionality of RAS Calculator on CareFirst, in conjunction
with Financial Management. Refine as necessary and then retain
calculations.

Action

d

Action Description

Finance staff should ensure that evidence is provided to support
all transactions where the service user is in receipt of Direct
Payments. Appropriate action should be taken when evidence is
not provided.

Risk

Direct Payment funding is used inappropriately. Incomplete audit
trail.

Priority (1, 2, 3)

2

Paragraph Reference

3.11, 3.12, 3.20

Assigned to

Team Manager (Finance)

Due Date

30 November 2016

Management Response

Procedures for dealing with missing or incomplete information
have been revised to ensure that all instances are being recorded
and monitored for potential follow up action. In the small number
of cases where the service user utilises a third party organisation
which provides only summarised quarterly accounts, the third party
organisation will be requested to provide additional support
documentation for all payments.

Action

e

Action Description

Reviews of underspends should be undertaken every 6 months.
Alternatively, the Direct Payments Procedure should be amended
to reflect that these reviews are undertaken annually.

Risk The care arrangements in place for service users are not
appropriate.  Financial resources are not being appropriately
applied.

Priority (1, 2, 3) 2

Paragraph Reference 3.13, 3.21

Assigned to SDS Policy Review Manager, Independent Living Adviser

Due Date 31 March 2017

Management Response

A short-life working group will review the Direct Payments
Procedure.
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Action

f

Action Description

Service review meetings should be held with service users at least
every 12 months.

Risk

Care arrangements are no longer achieving desired outcomes.
Financial resources are not being appropriately applied.

Priority (1, 2, 3)

2

Paragraph Reference

3.14

Assigned to

Senior Manager (Locality Services), Senior Manager (Learning
Disabilities), Senior Manager (Community Mental Health), Senior
Manager (Looked After and Accommodated Children), Team
Manager (Business Support — CareFirst), SDS Policy Review
Manager

Due Date

30 September 2017

Management Response

Each service user must have at least an annual review of their care
and support action plan from the date of initial assessment.
CareFirst to flag a review date automatically from the date of initial
assessment. Quarterly reports to be extracted.

Priority Key used in Action Plan

1 (High) Control weakness requiring prompt attention.

2 (Medium) Control weakness which needs to be rectified, but where there is no material

impact on the achievement of the control objectives.

3 (Low) Minor weakness
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EXECUTIVE SUMMARY
PERFORMANCE INDICATORS 2015-2016

Background

Every year, the Council is required to collect, record and publish information against a number
of Performance Indicators (PIs).

As part of the current Internal Audit Plan, a sample of 4 Performance Indicators for the year
ending 315t March 2016 was selected for internal audit testing:

* Number of adults accessing adult learning opportunities provided by Connected
Communities;

* Number of properties at risk of flooding;
» Percentage of learning disability service users accessing employment support activities;
* Number of Reportable Incidents (RIDDOR) per 100,000 employees.

Key Objectives
The main objectives of this audit were to provide assurance that:

» The procedures and processes in place for recording, collating and calculating Pl data
are robust;

* The Pl information published by the Council is accurate.

Key Findings and Actions

All the recommended actions arising from this audit are detailed in the action plan which follows
this Executive Summary. The key findings are as follows:

* The title of the indicator “Number of adults accessing adult learning opportunities provided
by Connected Communities” should be amended.

* Reliance cannot be placed on the figure reported for the indicator “Number of properties
at risk of flooding”.

* The Service should consider reviewing the target for the indicator “Number of Reportable
Incidents (RIDDOR) per 100,000 employees”

Audit Opinion
The title of the indicator “Number of adults accessing adult learning opportunities provided by
Connected Communities” is potentially misleading and consideration should be given to

amending this.

The auditor cannot give assurance on the accuracy of the indicator “Number of properties at risk
of flooding”. This indicator should not be published on North Ayrshire Performs.

The target for the indicator “Number of Reportable Incidents (RIDDOR) per 100,000 employees”
should be reviewed.
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ACTION PLAN

PERFORMANCE INDICATORS 2015-2016

Action

a

Action Description

The service should amend the title for the indicator “Number of
adults accessing adult learning opportunities provided by
Connected Communities”.

Risk

Title does not accurately represent what is being measured.

Priority (1, 2, 3)

3

Paragraph Reference 3.6
Assigned to Senior Manager (Information and Culture)
Due Date Completed.

Management Response

The title has been amended.

Action

b

Action Description

The service should remove the indicator “Number of properties at
risk of flooding” from North Ayrshire Performs.

Risk Inaccurate data being published.
Priority (1, 2, 3) 1
Paragraph Reference 3.10

Assigned to

Team Manager — Structures, Flooding and Design

Due Date

31 October 2016

Management Response

The current indicator is based on third party data which may
change outwith the Service’s control. This indicator will be
removed from North Ayrshire Performs and new indicators have
been identified to replace it which are based on performance
against the actions in the Local Flood Risk Management Plan.

Action

C

Action Description

The service should amend the target for the indicator “Number of
reportable incidents (RIDDOR) per 100,000 employees” to ensure
that it is challenging but achievable.

Risk Performance target is not achievable.
Priority (1, 2, 3) 3
Paragraph Reference 3.24

Assigned to

Team Manager — Health and Safety

Due Date

31 March 2017

Management Response

The target will be reviewed as part of the Directorate Plan process,
taking into consideration performance for 2015/16.

Priority Key used in Action Plan

1 (High) Control weakness requiring prompt attention.

2 (Medium) Control weakness which needs to be rectified, but where there is no material
impact on the achievement of the control objectives.

3 (Low) Minor weakness
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EXECUTIVE SUMMARY
REVENUES AND BENEFITS

Background

A review was carried out of the management and administration of the Council’s Discretionary
Housing Payments (DHP), Scottish Welfare Fund (SWF) and Council Tax Reduction Scheme
(CTRS) as part of 2016/17 Internal Audit plan.

There is specific legislation to which the Council must adhere when awarding DHP, SWF and
CTR. This audit focused on the award of these grants in line with legislation as well as the
documented processes and procedures in place, the publicising of grants and discounts
available and general administrative practices.

Key Objectives
The main objectives of this audit were to ensure that for DHP, SWF and the CTRS:

» Background information was available on the Council’s external website.

» Performance information regarding take up and processing was produced accurately and
timeously.

* Processes and procedures are documented adequately.

* Payments, grants and reductions have been processed and authorised correctly.

Key Findings and Actions

All the recommended actions arising from this audit are detailed in the action plan which follows
this Executive Summary. The key findings are as follows:

» A consistent approach is not being used when calculating statistics reported to external
bodies

* Procedures relating to DHP and SWF do not hold guidance on both the award process
and step-by-step system notes, and there is no single procedure note in place for CTRS

* Processing times of claims are lengthy causing the issue of grants and discounts to be
delayed

* The recovery of overpayments is not being carried out a regular basis

Audit Opinion

Based on the findings of this audit, a reasonable level of assurance can be placed within the
control environment of the Revenues and Benefits working practices.

Improvements can be made and 9 action points have been created. 3 actions are rated as high
priority, 3 as medium priority and 3 are rated as low priority.
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ACTION PLAN
REVENUES AND BENEFITS

Action

a

Action Description

The data used to calculate the expenditure figures relating to
DHPs, should also be used to calculate the number of
applications stated on the annual return submitted to the DWP.

Risk Information relating to the uptake of the DHP scheme are
inaccurately reported to external bodies.

Priority (1, 2, 3) 2

Paragraph Reference 3.3

Assigned to Policy and Training Team Leader

Due Date 31 March 2017

Management Response

DHP application information from the Northgate system will be
checked for accuracy and will be used for the 2016/17 DHP
annual return. Supporting evidence relating to the number of
applications detailed on the final DHP claim will be kept for audit
purposes.

Action

b

Action Description

Procedures for DHP and Universal Credit DHPs should be
updated to include guidance on how to make a decision on an
application and how to process the details into the Northgate
system. These should be issued out to all relevant employees.
Further information should be added to both notes to show details
relating to the version of the document.

Risk

Employees may not be aware how to administer DHPs.

Priority (1, 2, 3)

3

Paragraph Reference

3.7

Assigned to

Policy and Training Team Leader

Due Date

30 November 2016

Management Response

Both procedure notes will be updated with the required
information and issued to relevant staff. Version control will be
introduced.

Action

C

Action Description

SWF Internal Procedures should be updated to include details of
the issue of food bank vouchers and detailed guidance on the
administering of SWF grants, including notes on the information to
be noted in the SWF system. The version information should be
expanded to note all version details and these notes should be
issued to employees.

Risk

Employees may not be aware how to administer SWF grants.

Priority (1, 2, 3)

3

Paragraph Reference

3.11

Assigned to

Policy and Training Team Leader

Due Date

30 November 2016

Management Response

The Scottish Welfare Fund procedures will be updated to reflect
the required information and issued to relevant staff. Version
control will be updated.
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Action

d

Action Description

A procedure note should be developed providing guidance on the
CTRS as a whole, with step by step direction on the processing of
applications or amendments within the system and on the decision
making process when deciding whether to reject or award an
application. The information included in the various memos issued
in 2013/14 should also be included where relevant.

Risk

Employees may not be aware how to administer Council Tax
Reductions (CTR).

Priority (1, 2, 3)

3

Paragraph Reference

3.13

Assigned to

Policy and Training Team Leader

Due Date

31 January 2017

Management Response

A staff guide for CTR new claims and change of circumstance will
be produced.

Action

e

Action Description

The Revenues and Benefits Team should endeavour to reduce
processing times of DHP and CTR applications.

Risk

Claimants are being put under short-term financial pressures when
an award of a DHP or CTR is delayed due to a backlog of claims.

Priority (1, 2, 3)

1

Paragraph Reference

3.16, 3.19, 3.35, 3.36 and 3.38

Assigned to

Benefits Team Manager

Due Date

31 March 2017

Management Response

The backlog of benefit claims is being addressed through a
combination of overtime and filling of vacant posts. The benefits
service has been subject to high levels of turnover and absence
levels; both of which are being addressed. A resilience service
with an external supplier is also being investigated to provide
additional support during periods of backlog. The performance of
the service is expected to improve once the new staff are in place
and trained.

Action

f

Action Description

Decisions regarding DHP and CTR claims should be
communicated to claimants in writing when required, and within
appropriate timeframes.

Risk

Lack or delay in communication to claimants may result in them
being unaware of the result of their application.

Priority (1, 2, 3)

1

Paragraph Reference

3.16, 3.19, 3.35, 3.36 and 3.38

Assigned to

Policy and Training Team Leader and Benefits Team Manager

Due Date

31 October 2016 for reminder note and 31 March 2017 for
improved performance.

Management Response

Staff will be reminded to notify customers of the outcome of their
DHP or CTR application as soon as the claim has been processed.
The backlog of DHP and CTR claims is being addressed through
a combination of overtime and filing of vacant posts and
processing times will improve once new staff are in place and
trained.
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Action

g

Action Description

The Revenues and Benefits Team should attempt to administer the
recovery of DHP overpayments within two months of it being
discovered.

Risk The Council is not recovering all funds due to them from
overpayments.

Priority (1, 2, 3) 1

Paragraph Reference 3.22

Assigned to Policy and Training Team Leader

Due Date 31 October 2016

Management Response

All staff will be reminded to process DHP overpayments promptly
and not exceeding 2 months.

Action

h

Action Description

Clothing vouchers must be recorded on the appropriate
spreadsheet on the day of purchase, and cross checked by
another employee.

Risk

In the event a clothing voucher was unable to be located, no record
would be held to show the voucher details to ensure it had not been
issued out and in fact was located in the office.

Priority (1, 2, 3)

2

Paragraph Reference

3.30

Assigned to

Scottish Welfare Fund Team Leader

Due Date

31 October 2016

Management Response

All clothing vouchers will be recorded on the day of purchase and
verified by another member of the SWF team.

Action

Action Description

Management should discuss options for purchasing clothing
vouchers with the Corporate Procurement Unit.

Risk

Best value is not being achieved through the purchasing methods
of clothing vouchers.

Priority (1, 2, 3) 2

Paragraph Reference 3.31

Assigned to Benefits Team Manager
Due Date 30 November 2016

Management Response

Discussions will be held with Procurement to explore all options for
purchasing clothing vouchers for the Scottish Welfare Fund.

Priority Key used in Action Plan

1 (High) Control weakness requiring prompt attention.

2 (Medium) Control weakness which needs to be rectified, but where there is no material
impact on the achievement of the control objectives.

3 (Low) Minor weakness
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EXECUTIVE SUMMARY
ACCOUNTS RECEIVABLE

Background

The audit was conducted as part of the 2016-17 audit plan.

Key Objectives
The main objectives of this audit were to ensure that:

» Adequate controls are in place over access to the Accounts Receivable system,;

* Invoices are issued to customers accurately and promptly;

* Income is recorded properly and in a timely manner,

» Debt follow-up procedures and write offs are suitably controlled;

* Processes are in place for ledger review and reconciliation for the accounts receivable
ledger.

Key Findings and Actions

All the recommended actions arising from this audit are detailed in the action plan which follows
this Executive Summary. The key findings are as follows:

* In the past, staff have confirmed that they have read and understood the procedures to be
followed when dealing with accounts receivable; however a refresh of this is required.

* Back up is not always available for invoices or credit notes that have been issued.

* A large number of invoices are for recurring charges and small sums due to the lack of a
direct debit function on the current financial management system.

* Overpayments are not reviewed and dealt with in a timely manner.

* The debt write off procedure should be updated to reflect current processes in place.

Audit Opinion

The control environment for the issuing of invoices is generally satisfactory; a weakness was
identified in relation to the capacity of the financial management system to deal with payment
via direct debit. Improvements in this area should be addressed when implementing the new
system.

Overall arrangements are in place for the management of receiving income and following up on

debt; it was noted that supporting documentation could not be provided for all invoices
requested, increasing the risk that outstanding debt cannot be recovered.

37



ACTION PLAN
ACCOUNTS RECEIVABLE

Action

a

Action Description

All staff who have access to the Accounts Receivable module on
Masterpiece should be asked to confirm they have read and
understood the Sundry Debtors Policy.

Risk Staff may not be aware of the procedures to be followed when
raising invoices or credit notes.

Priority (1, 2, 3) 2

Paragraph Reference 3.2

Assigned to Senior Manager Revenues and Benefits

Due Date 31 October 2016

Management Response

All Masterpiece users will be asked to confirm that they have read
and understood the Sundry Debtors Policy.

Action

b

Action Description

Staff in services should be reminded of the importance of keeping
supporting records and back up documentation in respect of
invoices and credit notes.

Risk Without appropriate records it may not be possible to recover the
debt.

Priority (1, 2, 3) 1

Paragraph Reference 3.6

Assigned to

Senior Manager Revenues and Benefits

Due Date

31 October 2016

Management Response

All Masterpiece users will be asked to retain supporting records
and back up documentation for their service for invoices and credit
notes.

Action

C

Action Description

The process for issuing invoices for day care and home care
should be reviewed to ensure that invoices are issued as promptly
as possible

Risk

There is a delay in the Council receiving income due.

Priority (1, 2, 3)

2

Paragraph Reference 3.8
Assigned to Senior Business Support Officer
Due Date Complete

Management Response

Responsibility for the issuing and raising of Home Care and Day
Care Accounts has been located centrally to one Business Support
team within the Care at Home Business Unit. This process has
been in place for since August and will be reviewed quarterly to
ensure that improvements are maintained.
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Action

d

Action Description

When the new financial management system is introduced
consideration should be given to encouraging customers with
recurring charges to pay direct debit if this is available.

Risk A high volume of paper invoices are produced and issued
needlessly.

Priority (1, 2, 3) 2

Paragraph Reference 3.9

Assigned to Senior Manager Revenues and Benefits

Due Date 30 June 2017

Management Response

The new FMS system is expected to be implemented by April
2017. Payment by direct debit is a system option and this will be
encouraged for all customers with a recurring charge.

Action

e

Action Description

A set timescale should be introduced for reviewing and taking
action in relation to overpayments.

Risk

Customers are not being refunded sums owed to them

Priority (1, 2, 3)

2

Paragraph Reference

3.10

Assigned to

Senior Manager Revenues and Benefits

Due Date

30 June 2017

Management Response

Resource in the debt recovery team is being used to implement the
new FMS system and this is not an area that can be introduced
and achieved until the new system is in place. The new system is
expected to simplify the refund process and this will reduce time
spent on overpayments and therefore make an agreed timescale
more achievable. A timescale will be set once the new process
refund has been implemented around April 2017. In the meantime
refunds will continue to be processed on request.

Action

f

Action Description

The Codes of Financial Practice should be updated to reflect the
current practice that bad debts are written off on an annual basis.

Risk Inaccurate information is communicated to staff.
Priority (1, 2, 3) 2

Paragraph Reference 3.15

Assigned to Senior Manager (Internal Audit, Risk and Fraud)
Due Date 31/12/2016

Management Response

The Financial Regulations and Codes of Financial Practice are
currently being refreshed and will be submitted for Council
approval in December 2016. This change will be reflected in the
updated document.

Priority Key used in Action Plan

1 (High) Control weakness requiring prompt attention.

2 (Medium) Control weakness which needs to be rectified, but where there is no material
impact on the achievement of the control objectives.

3 (Low) Minor weakness
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EXECUTIVE SUMMARY
FINANCIAL INTERVENTION ORDERS

Background

A Financial Intervention Order is a court based appointment authorising an individual to take
action or decisions on behalf of an adult who does not have capacity to do this for themselves.
An intervention order may cover several aspects of the adult's property, financial affairs and/or
personal welfare and runs for a period of time specified by the Sheriff Court. Anyone claiming
an interest in the property, financial affairs or personal welfare of an adult can apply.

Where the Sheriff Court grants the Council the power to act as financial intervener on behalf of
an adult with incapacity, the named intervener will be the Head of Finance or the Senior Manager
(Financial Management), who delegate the powers to a named officer within Financial
Management to carry out the required actions.

Corporate Appointees are often local authorities and provide an Appointeeship service when a
suitable family member or friend is unavailable or unable to take over the daily money
management services of the person in need of an appointee. Corporate Appointees need to be
approved by the Department for Work and Pensions (DWP) as the appointee is responsible for
receiving benefit payments on behalf of the individual they are representing.

Key Objectives

The main objectives of this audit were:

* To ensure that there is awareness of the legislative background of Financial Intervention
Orders and Corporate Appointeeships;

* To provide reasonable assurance that there are written procedures in place to ensure
that governance arrangements surrounding Financial Intervention Orders and Corporate
Appointeeships are adequate;

* To ensure that Financial Intervention Orders and Corporate Appointeeships have been
granted and are operated within the conditions of the order.

« To ensure that Financial Intervention Orders and Corporate Appointeeships are
administered correctly

Key Findings and Actions

All the recommended actions arising from this audit are detailed in the action plan which follows
this Executive Summary. The key findings are as follows:
* Financial Intervention Orders and DWP Corporate Paying Body Operational Procedures
and Forms are not up to date and do not accurately reflect current working processes;
» Alldocumentation relating to Financial Intervention Orders and Corporate Appointeeships
is not being saved in the relevant adult’s electronic file.

Audit Opinion
No major areas of concern were identified in the Council’'s operation of Financial Intervention
Orders and Corporate Appointeeships; however, implementation of the recommendations

contained in the attached action plan will improve the administration process and ensure that
there is a full audit trail to demonstrate compliance with the conditions of each intervention order.
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ACTION PLAN
FINANCIAL INTERVENTION ORDERS

Action

a

Action Description

The Financial Management team should update their written
Financial Intervention Orders procedures to ensure that they
describe the current processes actually followed. In addition The
Financial Management team should ensure that all documents
referred to in the procedures are actually used or clarify that they
are for reference purposes only.

Risk

Procedural document is incomplete; correct procedures may not
be followed.

Priority (1, 2, 3)

2

Paragraph Reference

3.3,3.4,3.6,3.29, 3.54

Assigned to

Senior Manager (Financial Management)

Due Date

31st December 2016

Management Response

At the time of the audit the procedures were in the process of
being updated to reflect improvements that had been made and
the introduction of the new Corporate Appointeeship process.
The procedure will be updated and reviewed to ensure fit for
purpose.

Action

b

Action Description

The index log should be amended to ensure that the details from
the final Financial Intervention Order are recorded, and care
should be taken to ensure that all future entries are entered
correctly, match the dates on the order and where an interim order
in in place, are updated to with the details on the final order.

Risk Action may be carried out outwith the date of the order.
Priority (1, 2, 3) 2

Paragraph Reference 3.12, 3.13

Assigned to Senior Manager (Financial Management)

Due Date Complete

Management Response

A new column has been added to the index log to detail the exit
strategy as not all orders will have end dates. This step will be
included in the new procedures.

Action

C

Action Description

The Financial Management Team must ensure that copies of all
Financial Intervention Orders are on file so that the details in the
order match details recorded in the index log.

Risk

Actions may be carried out outwith the date of the order.

Priority (1, 2, 3)

2

Paragraph Reference

3.12, 3.14

Assigned to

Senior Manager (Financial Management)

Due Date

31st December 2016

Management Response

At the time of the audit there was a backlog of documents to be
scanned into the electronic files, paper files were available. The
back log will be cleared by end of December 2016.
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Action

d

Action Description

The Financial Management Team must update the records on file
to ensure that the Power of Attorney forms are the authorised
version, and care should be taken to ensure that all future saved
forms are the authorised versions.

Risk

2

Priority (1, 2, 3)

Evidence may not be available to prove forms have been
authorised.

Paragraph Reference 3.19
Assigned to Senior Manager (Financial Management)
Due Date Complete

Management Response

In this instance the signed version was passed to the bank prior to
saving. For future cases care will be taken to ensure the form is
saved in the correct electronic file, this step will be reflected in the
new revised procedure.

Action

e

Action Description

The Financial Management team should take action to ensure that
arrangements are put in place for the Financial Intervention Order
which is approaching the end date, and evidence of the action
taken should be filed in the appropriate electronic file.

Risk

Health and Social Care may be unaware of the end date of the
Financial Intervention order; adult may not receive the level of
assistance required.

Priority (1, 2, 3) 1

Paragraph Reference 3.26, 3.27

Assigned to Senior Manager (Financial Management)
Due Date Complete

Management Response

The new exit strategy column within the index will state the actions
being taken for Financial Intervention Order or Appointeeship.

A new procedure has been implemented which will identify a
potential exit strategy from the outset of the Financial Intervention
Order process and with continual review of this throughout the
lifespan of the Order.

Action

f

Action Description

A separate sub-folder should be created to hold receipts / back-up
documentation for items of expenditure and income.

Risk Difficult to find receipts in current filing structure.
Priority (1, 2, 3) 3

Paragraph Reference 3.30, 3.55

Assigned to Senior Manager (Financial Management)

Due Date Complete

Management Response

A new sub folder has been created to allow ease of access to
receipts within each new and existing individual electronic file.

42




Action

g

Action Description

The Financial Management Team should take action to ensure that
a copy of the letter to the bank from the Health and Social Care
Partnership confirming the identification of the client is filed, and
care should be taken to ensure that future letters are also filed.

Risk

Evidence may not be available to prove forms have been
authorised

Priority (1, 2, 3) 3

Paragraph Reference 3.42, 3.43

Assigned to Senior Manager (Financial Management)
Due Date Complete

Management Response

On a couple of occasions the Social Work team have sent the letter
direct to the Clydesdale Bank instead of to the Finance Assistant
to take direct to the Bank with other approved documents. In these
instances copies of the letter were obtained from the Bank.

The service have been advised of the correct process and this will
be monitored closely to help avoid reoccurrences.

Action

h

Action Description

The Financial Management Team should ensure that back-up
documentation for the receipt of a substantial amount of money is
added to the client’s file, and care should be taken to ensure that
receipts are filed for income and expenditure at all times.

Risk

Council may not be able to show they are looking after client’s
finances adequately.

Priority (1, 2, 3) 1

Paragraph Reference 3.46, 3.47

Assigned to Senior Manager (Financial Management)
Due Date Complete

Management Response

In this instance back up documentation was available in an email,
this was not scanned and filed in the electronic client’s file due to
the backlog of filing. This has now been addressed.

Action

Action Description

The Financial Management Team should ensure that the written
procedures in relation to the Corporate Appointeeships (DWP
CPaB) are completed.

Risk

Procedural document is incomplete; correct procedures may not
be followed.

Priority (1, 2, 3)

1

Paragraph Reference

3.53

Assigned to

Senior Manager (Financial Management)

Due Date

31st December 2016

Management Response

Corporate Appointeeships is a new service. Development of a
process and procedure is currently evolving. A defined process
will be put in place and included within the new amended Financial
Intervention Order procedure.

43




EXECUTIVE SUMMARY
INFORMATION GOVERNANCE

Background

The Records Management Unit (RMU) has recently moved to new premises. They currently
use an MS-DOS based database called RecMan. A replacement database is presently being
developed in-house by the Council’s IT team.

Key Objectives
The main objectives of this audit were to:

* Review the efficiency of processes used by Council Services and within the Records
Management Store for depositing, accessing and disposing of records
» Consider the security of records in transit to and from the Store

Key Findings and Actions

All the recommended actions arising from this audit are detailed in the action plan which follows
this Executive Summary. The key findings are as follows:

* The new database is expected to allow improved efficiency, in particular by reducing the
amount of double-keying

* Information given to services on the Information Governance Connects pages could be
improved to ensure it is up-to-date and to try to reduce the amount of time RMU staff
spend giving out advice and correcting errors

* The Information Handling Guidelines on Connects should either be withdrawn or updated
as they appear to duplicate the more up-to-date Information Classification Guidelines

e Statistics published by the Information Commissioner’s Office show that in April-June
2016, the 2" most prevalent cause of incidents reported to them (excluding the “other”
category) was loss or theft of paperwork. Advice is available to officers on security of
hard copy records in transit, but it could be presented in a way that is easier to find.

Audit Opinion
No control issues were identified in the review of the work of the Records Management Unit.
The introduction of a new database should allow some improvements in the efficiency of

processes. The advice given to officers regarding transporting hard copy records securely could
be better highlighted.
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ACTION PLAN
INFORMATION GOVERNANCE

Action

a

Action Description

Information regarding Records Management on the Information
Governance Connects pages should be reviewed to ensure that it
is up-to-date and as easy to follow as possible for employees who
are new to the processes.

Risk

Information given to employees is out-of-date. RMU staff have to
spend additional time correcting errors or giving out guidance
which could have been avoided

Priority (1, 2, 3) 3

Paragraph Reference 3.4

Assigned to Information & Records Management Officer
Due Date 31/12/16

Management Response | Agreed

Action b

Action Description

The process for retrieving records should be reviewed, if possible
including the use of the new database for recording retrievals.

Risk

The process uses more officer time than necessary.

Priority (1, 2, 3)

3

Paragraph Reference 3.5,3.6
Assigned to Information & Records Management Officer
Due Date 30/9/17

Management Response

Agreed. We will incorporate a review of records retrieval into the
development and implementation of the new Records database.
We are currently discussing timescales with IT Services for
delivery of the database.

Action

C

Action Description

The Information Handling Guidelines on Connects should either be
withdrawn or updated

Risk Officers are following out-of-date advice and therefore may be
handling information inappropriately.

Priority (1, 2, 3) 3

Paragraph Reference 3.10

Assigned to Information & Records Management Officer

Due Date 31/12/16

Management Response | Agreed
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Action

d

Action Description

The Information Governance team should consider producing
guidance to be published on Connects for officers on security of
hard copy records when taken out of the office.

Risk

Loss or theft of paperwork leading to a breach of the Data
Protection Act or release of other sensitive information. Breach of
Council Palicy in relation to Information Security

Priority (1, 2, 3) 2

Paragraph Reference 3.11

Assigned to Information & Records Management Officer
Due Date 31/12/16

Management Response | Agreed

Priority Key used in Action Plan

1 (High) Control weakness requiring prompt attention.

2 (Medium) Control weakness which needs to be rectified, but where there is no material

impact on the achievement of the control objectives.

3 (Low) Minor weakness

46




EXECUTIVE SUMMARY
INCOME COLLECTION SYSTEM

Background

A review of the Council’s income collection system (PARIS) was conducted as part of the
2016/2017 audit plan.

14 locations now use the PARIS receipting system. 3 of these were selected for detailed testing
which were:

Kilbirnie Housing Office
Saltcoats Town Hall
Millport Local Office

Key Objectives

The main objectives of this audit were to ensure that:

bank lodgements are being reconciled to the bank statements;

cash differences are reported in line with procedures;

adequate access controls are in place;

transactions are recorded properly;

reversals and negative transactions are processed in line with procedures;
money laundering procedures are being followed.

Key Findings and Actions

All the recommended actions arising from this audit are detailed in the action plan which follows
this Executive Summary. The key findings are as follows:

The Council’'s Money Laundering Procedure is not being adhered to. There were 4 cash
payments over £3,000 in the last 12 months and none of the cashiers involved requested
identification from the customers.

There will shortly be a pilot project to stop accepting cash payments over the counter at
Bridgegate and install machines to accept cash payments. Consideration needs to be
given, as part of this project, as to how the Money Laundering Procedure will be followed.
From 318 system users, 11 were identified who no longer work for the Council

From a sample of 36 users, 3 were identified who no longer require access to the system
for their job roles

A system of regular review of users will be introduced.

Audit Opinion

In general, the three sample cash collection locations were found to be following the required
procedures. It was found that across the Council, cashiers from both Housing and Customer
Services had failed to follow the Council's Money Laundering Procedure as they did not request
identification from customers paying more than £3,000 in cash.

It was found that there were a small number of users in the user listing provided who had left the
Council or changed roles and therefore no longer required access to the system. There is
currently no system of regular review of users, although notification of leavers is received
automatically each month from the CHRIS payroll system and amendments made.
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ACTION PLAN
INCOME COLLECTION SYSTEM

Action

a

Action Description

The system administrator should ensure that the list of current
users is regularly reviewed to ensure that the security matrix is
correct and that users set up in the system are current employees
and they still require access to the system, for example by sending
lists of users out to services for review

Risk

Employees who leave the Council or who no longer require
PARIS access for their jobs still have access to the system

Priority (1, 2, 3)

2

Paragraph Reference

3.5,3.6,3.7,3.8

Assigned to

Place Performance Administrator

Due Date

31/12/16

Management Response

It is proposed to introduce the following process to periodically
check that Paris users are still in relevant roles:

- the employee number will be included on the security matrix

- a report will be run from Chris including the employee number,
name and service

- there will then be a data match between this report and the
matrix

- any changes will be actioned by contacting the service and
asking if the user still requires Paris

- the matrix will then be updated to reflect any changes

This will be set-up by IT and will be an automated process, to be
run every 6 months.

Action

b

Action Description

Housing and Customer Services should remind all employees
handling cash that they must be familiar with the Council’'s Money
Laundering Procedure, including the requirement to obtain
identification from customers paying £3,000 or more in cash.

Risk

The Council's Money Laundering Procedure is not adhered to.
The Council accepts cash which is proceeds of crime.

Priority (1, 2, 3)

1

Paragraph Reference

3.20

Assigned to Operational Manager (Customer Service Centres), Team Manager
-Business Planning
Due Date 30/09/16 (Customer & Digital Services) 31/10/16 (Housing)

Management Response

Customer & Digital Services: All front facing staff to receive a brief
to recap on the Money Laundering Procedure.

Housing: Office visits will be carried out by the Business Planning
team to review financial management processes including cash
handling locations within Housing. The next visits will take place
at the end of August and September. Money laundering
procedures will be revisited during these visits. Cash handling
training is mandatory for all new staff with this responsibility. All
existing staff have been on the training. Managers will continue to
liaise with the Place Performance Team who progress all training
courses for Housing staff.
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Action

c

Action Description

Customer Services should consider as part of the project to
introduce machines that take cash payments in Council offices,
how they could follow the Council’s Money Laundering Procedure.
For example, will the machines require authorisation from an
officer who has viewed identity documents to accept payments
over £3,0007?

Risk

The Council's Money Laundering Procedure is not adhered to.
The Council accepts cash which is proceeds of crime.

Priority (1, 2, 3)

2

Paragraph Reference 3.21
Assigned to Team Manager, Customer Services
Due Date 31/03/17

Management Response

This has been picked up as part of the cash collection project and
the money laundering procedure will be built into the process for
making payment to the self-service cash machines to ensure that
appropriate checks are completed by a member of staff before
allowing payment to be made.

Priority Key used in Action Plan

1 (High) Control weakness requiring prompt attention.

2 (Medium) Control weakness which needs to be rectified, but where there is no material

impact on the achievement of the control objectives.

3 (Low) Minor weakness
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NORTH AYRSHIRE COUNCIL

Agenda ltem 7
14 November 2016

Audit and Scrutiny Committee

Title: Internal Audit and Corporate Fraud Action Plans:
Quarter 2 update
Purpose: To advise the Audit and Scrutiny Committee on the

progress made by Council services in implementing
the agreed actions from Internal Audit and Corporate

Fraud reports as at 30 September 2016.

Recommendation: That the Committee (a) notes the current position with

the implementation of Internal Audit and Corporate
Fraud actions; and (b) challenges those services that
have not implemented actions within the previously

agreed timescales.

1.1

1.2

1.3

1.4

2.1

Executive Summary

The CIPFA document 'Audit Committee Principles in Local Authorities
in Scotland' highlights that Audit Committees should monitor and
review the progress made in implementing audit recommendations.

Service managers are responsible for ensuring that agreed actions
arising from Internal Audit and Corporate Fraud reviews are
implemented. This provides assurance that identified control
weaknesses have been addressed and are being managed
effectively.

All actions are monitored on the Covalent system and service
managers are responsible for updating Covalent as they progress
each action. This enables Internal Audit to monitor progress on a
'real-time' basis and address any delays in implementation.

This report details the position at 30 September 2016.

Background

The last report to the Audit Committee on 22 August 2016 highlighted
that there were 73 actions outstanding at the end of June 2016: 5 that
had not been started or were only partially implemented and 68 where
the due date had not yet passed.

51



2.2 In addition to these 73 'carried forward' actions, there have been 44
new actions agreed during quarter 2, giving a total of 117 action points
for review.

2.3  Services have completed 42 actions since the last report. All services
are required to retain evidence of work carried out in completing their
actions and Internal Audit carries out 'spot-checks' on a sample of
completed actions on an ongoing basis.

2.4  Of the remaining 75 actions, 15 were either not started or only partially
complete at 30 September and the remaining 60 were not due for
completion until after that date.

2.5 Appendix 1 to this report provides the Committee with full details of
the 15 actions that were not complete within the agreed timescales.

3. Proposals

3.1 It is proposed that the Committee (a) notes the current position with
the implementation of Internal Audit and Corporate Fraud actions; and
(b) challenges those services that have not implemented actions
within the previously agreed timescales.

4. Implications

Financial: None.

Human Resources: None.

Legal: None.

Equality: None.

Environmental & None.

Sustainability:

Key Priorities: The effective implementation of agreed Internal
Audit actions helps to support the efficient delivery
of the strategic priorities within the Council Plan
2015-2020.

Community Benefits: [None.
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5. Consultation

5.1  Council services are consulted during the completion of each Internal
Audit and Corporate Fraud review and have also provided updates on
progress made in implementing action points.

Lecortiell

LAURA FRIEL
Executive Director (Finance and Corporate Support)

Reference :
For further information please contact Paul Doak, Senior Manager (Internal

Audit, Risk and Fraud) on 01294-324561.

Background Papers
None.
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Actions due by 30" September but not started or partially complete

Generated on: 25 October 2016

Appendix 1

The Information Governance Manager should review the arrangements for destroying
confidential waste at all locations across the Council, with a view to ensuring that

Cale IA2015PA031d DA there are established arrangements for confidential waste at all locations, whilst also
raising awareness of confidential waste disposal policies.
2016/17- Quarter Two Update: Unfortunately due to other priorities and summer
Priority 1 Latest Note leave, there has been no further progress. It is expected that this action will be
completed by the end of Q3.
Progress Bar | TEY, | Original Due Date 30-Jun-2015 Due Date 30-Sep-2016
Managed By Andrew Fraser

Parent Code & Title

IA2015PA031 Information Management and Data Protection

Assigned To lona Carcary

Code

IA2015PA031h

Description

The Information Governance section should ensure that there are suitable procedures
in place relating to the handling of confidential waste in vacated properties.

Priority

Latest Note

2016/17- Quarter Two Update:

Formal 'walk-throughs' of vacated offices and the provision of additional guidance at

Perceton House and Psychological Services have been completed.

This action is not complete as we have identified other Council properties that will be
vacated during the rest of this FY. We will continue to liaise with the relevant services
to provide targeted guidance.

Progress Bar

| 80% |

Original Due Date

31-May-2015 Due Date 30-Sep-2016

Parent Code & Title

IA2015PA031 Information Management and Data Protection

Managed By Andrew Fraser

Assigned To lona Carcary
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Customer Services should liaise with Employment Services to define the timescales
that should be attributed to HR transactions processed through LAGAN. These rules

Coel 1A2016PA001a Sl should be built into the LAGAN system so that transactions that have met their
retention timescale are removed from the system and disposed of via secure means.
2016/17- Quarter Two Update: A working group has been set up within HR to review

Priorit > Latest Note and refresh the data retention schedule. Due to the implementation of changes

y resulting from the Talentlink project the target completion date will be 28/02/17 in line

with the project.

Progress Bar | 75% | Original Due Date 31-Jul-2016 Due Date 31-Jul-2016

_ Managed By Gavin MacGregor
Parent Code & Title IA2016PA001 HR/Payroll System 5 ) )
Assigned To Jackie Hamilton

Code

IA2016PAO01c

Description

Employment Services should ensure that password rules are updated within CHRIS
so that a mixture of upper and lower case letters, numbers and special characters are
used.

Priority

Latest Note

Due to payroll processing issues with previous upgrade versions of the Version 8
software we were advised by the software company to wait until 8.10.02 upgrade due
for early release to NAC at the end of August. The upgrade was only made available
on 20th August and IT have encountered some issues with installing the software.
These should be resolved by 30th September and a working test system will be
available. Full system testing, including the password reset and format are scheduled
to begin in October 2016. Projected go live date for implementation to the live system
is the end of November 2016, however this date is subject to the outcomes of the full
system functionality testing.

Progress Bar

[20%

Original Due Date

30-Sep-2016 Due Date 30-Sep-2016

Parent Code & Title

IA2016PA001 HR/Payroll System

Managed By Gavin MacGregor

Assigned To Karen Clarke
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Code

IA2016PA008c

Description

The contract document for partner providers should be amended for future years to
say that where partner organisations are exempt from audit under the Companies Act,
they should provide suitable unaudited accounts prepared by a qualified accountant,
including a statement explaining why they are exempt from audit.

Priority

Latest Note

2016/17- Quarter Two Update: The current contract for 2016/17 has not been
amended to reflect/request the addition of those partners accounts identified as
exempt from audit under the Companies Act. A covering letter will be drafted to notify
all private and voluntary EY partners of this change. For financial year end 2015/16 all
financial reports for P+V partners have been submitted. It is anticipated that the letter
will be issued by 31 October 2016 and the amended contracts will be issued at the
point of contract renewal in April 2017.

Progress Bar

85% |

Original Due Date

31-Jul-2016 Due Date 31-Jul-2016

Parent Code & Title

IA2016PA008 Early Years Service

Managed By Caroline Amos

Frances Rodman

Assigned To

Code

IA2016PAO21a

Description

The Corporate Transport Hub, supported by Legal Services, should continue to liaise
with SPT to finalise a mutually acceptable Agency Agreement and have this signed at
the earliest opportunity.

Priority

Latest Note

2016/17- Quarter Two Update:

The Transport Hub and Legal Section have continued to engage with SPT to ensure
that the Agency Agreement formalise the Councils expectations relating to
performance. As such a DRAFT Service Level Agreement is being prepared for
consideration and comment. Further clarification was sought by SPT in relation to the
Data Sharing and ICT Security which have been passed to SPT for consideration.

Progress Bar

| 0% |

Original Due Date

31-Mar-2016 Due Date 30-Sep-2016

Parent Code & Title

IA2016PA021 Transportation

Andrew Fraser; Russell

Managed By McCutcheon

Susan Adamson; Gordon

Assigned To Mitchell; Nicola Shearer
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Code

IA2016PA021b

Description

The Corporate Transport Hub should ensure a data sharing agreement is in place with
both SPT and contractors.

Priority

Latest Note

2016/17- Quarter Two Update: This will be implemented in line with action
IA2016PA021a above as SPT require to consider NAC requirements.

Progress Bar

| 0% |

Original Due Date

31-May-2016 Due Date 30-Sep-2016

Parent Code & Title

IA2016PA021 Transportation

Managed By Russell McCutcheon

Susan Adamson; Gordon

Assigned To Mitchell

Code

IA2016PA023a

Description

Services should be issued with current guidance on maintenance procedures. This
guidance should be made available on Connects.

Priority

Latest Note

2016/17- Quarter Two Update: Updating the Asset Guidance for services, and the
subsequent communication of this across the Council, is currently being progressed
as part of the implementation of the recommendations of the Strategic Property Asset
Review. The updated guidance will be published following formal approval of the
Property Asset Management Plan, which is being reported to Cabinet on 5t
December 2016. The guidance will be issued to the Executive Directors to cascade to
staff. PMI will also liaise with the Communications Team to ensure it is communicated
through appropriate channels (ie. Connects, newsletters etc).

Progress Bar

90% |

Original Due Date

31-Aug-2016 Due Date 31-Aug-2016

Parent Code & Title

IA2016PA023 Corporate Lan

dlord - Maintenance

Managed By Yvonne Baulk

Assigned To Laurence Cree
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Senior Management should review the current practices in place to establish a
corporate approach for all services to ensure all officers who may undertake a role

Coel 1A2016PA028a Sl which leaves them open to conflicts of interest are identified and make an annual
declaration of their interests. A record of these declarations should be maintained.
2016/17- Quarter Two Update: A full review of the Council's Governance documents
Priority 2 Latest Note will be undertaken prior to the May 2017 Local Government Election, and as part of
this a new employee register of interests will be introduced.
Progress Bar | 80% | Original Due Date 30-Sep-2016 Due Date 30-Sep-2016
, ) Managed By Andrew Fraser
Parent Code & Title IA2016PA028 Review of Corporate Governance -
Assigned To Andrew Fraser

Code

IA2016PA028c

Description

Senior Management should ensure that the Stakeholder Model is completed so that a
full database of all stakeholders with which the authority should engage is known.

Following this the Council should put in place a process for evaluating the
effectiveness of the relationships in place and where appropriate identify any
opportunities for improvement.

Priority

Latest Note

2016/17 Quarter 2 Update:

A review of existing stakeholders will be completed shortly. An app has been
developed to meet the needs of the stakeholder mapping and monitoring project and
is now being beta tested before being demonstrated to the ELT and Heads of Service
for sign off.

Projected completion date: 30th November 2016

A process for evaluating the effectiveness of the relationships in place and where
appropriate identifying any opportunities for improvement is currently under way,
based on completion of stage 1 (above).

Projected completion date: 30th December 2016

Progress Bar

| 80% |

Original Due Date

30-Apr-2016 Due Date 30-Apr-2016

Parent Code & Title

IA2016PA028 Review of Corporate Governance

Managed By Audrey Sutton

Assigned To Audrey Sutton
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The self-assessment questionnaire completed by Internal Audit (Appendix 1) should

Code IA2016PA029a Description be presented to the Serious Organised Crime and Counter Terrorism Working Group
for their information and action.
2016/17- Quarter Two Update: While the Counter-terrorism sub working group has
Priority 1 Latest Note regularly met, a meeting of the full group will be convened once Police Scotland have

completed their review of the Contest (Counter Terrorism) and Serious and Organised
Crime Implementation Plan. This is expected in the near future.

Progress Bar D% Original Due Date 31-Jul-2016 Due Date 31-Jul-2016
] ) ) ] Managed By Andrew Fraser
Parent Code & Title IA2016PA029 Serious Organised Crime :
Assigned To Andrew Fraser

The Team Manager (Corporate Procurement) should consider producing written
guidance for her team regarding requirements in relation to SOC in purchasing, such

Coelz 1A2016PA029) Description as high risk categories of purchase where it might be appropriate to contact the Police
for further advice
2016/17- Quarter Two Update: The Procedure has been completed and circulated

Priority 2 Latest Note amongst the team but Police Scotland are still to confirm their response timescales. A
number of reminders have been sent.

Progress Bar 895% | Original Due Date 30-Jun-2016 Due Date 30-Jun-2016

, ) ) ] Managed By Margaret Hogg
Parent Code & Title IA2016PA029 Serious Organised Crime :
Assigned To Anne Lyndon

The SOCCT Working Group and Corporate Procurement Unit should consider

Code IA2016PA029k Description preparing and issuing guidance relating to Serious Organised Crime and Procurement
to be issued to officers with purchasing responsibilities outwith the CPU
2016/17- Quarter Two Update: The document has been drafted and circulated within
Priority 2 Latest Note CPU. Agreement is awaited from Police Scotland re timelines before distributing
further. A number of reminders have been sent.
Progress Bar | 50% | Original Due Date 31-Jul-2016 Due Date 31-Jul-2016
Managed By ﬁgggew Fraser; Margaret
Parent Code & Title IA2016PA029 Serious Organised Crime q :
Assigned To Andrew Fraser; Anne
Lyndon
6
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North Ayrshire Council should request the Pan-Ayrshire information Governance

Coelz IA2016PA030N Description Board to establish record retention policies for the AYRshare system.
Retention times were agreed at a Pan-Ayrshire meeting of the Information
Governance and practitioner representatives. At age 25, records will be reviewed and,
if required, appropriate information will be transferred to other systems prior to
Priority 1 Latest Note deletion from AYRshare.
A paper on this will be submitted to the Programme Board and Data Sharing
Partnership in November.
Progress Bar | 80% | Original Due Date 30-Sep-2016 Due Date 30-Sep-2016
, Managed By Stephen Brown
Parent Code & Title IA2016PA030 GIRFEC -
Assigned To Stephen Brown

All Health and Safety recommendations made as a result of an audit should be

Coelz 1A2016PA0O31a Description recorded on Covalent, the Council's performance management system.
2016/17- Quarter Two Update:
.. The audits have been completed and Health and Safety will liaise with the
P I il Performance Team to upload the actions onto Covalent. This new process will be in
place by the end of November 2016.
Progress Bar | 50% | Original Due Date 31-Aug-2016 Due Date 31-Aug-2016
Managed By S{Sg:;]ngMacGregor; Ainsley
Parent Code & Title IA2016PA031 Health and Safety :
Assigned To Susan Monaghan; James
Walls
v

61




62



NORTH AYRSHIRE COUNCIL

Agenda Iltem 8
14 November 2016

Audit and Scrutiny Committee

Title:

Internal Audit Plan 2016/17: Mid-year Progress

Purpose: To update the Committee on progress as at 30

September 2016 in delivering the 2016/17 Internal
Audit plan.

Recommendation: That the Committee notes the position at 30

September 2016.

1.

1.1

1.2

2.1

2.2

2.3

Executive Summary

The current Internal Audit plan, covering the period April 2016 to
March 2017, was approved by the Audit Committee in February 2016.
The plan sets out the areas of work which Internal Audit intends to
cover during the current financial year.

This report updates the Committee on the actual position at 30
September 2016.

Background

Appendix 1 to this report is the approved audit plan for 2016/17. For
each audit, additional information has been provided to show the
actual audit activity to 30 September and for completed audits, dates
when the final report was published and reported to the Committee.

As the information provided is at 30 September and the audit team
has continued to work on delivering the plan, further progress has
been made and some of the audits that were incomplete at that date
have now been finalised and are reported to the Committee elsewhere
on the agenda.

20 reports have been published during the first half of 2016/17; 16 of
these were from the 2015/16 plan and the remaining 4 have been
completed from the current plan. A further 4 reports were at draft
stage at 30 September, 2 audits were being worked on and the
remaining planned audits are scheduled during the second half of
2016/17. The Audit Committee agreed the withdrawal of a number of
audits from the plan at its last meeting on 22nd August due to a
reduction in available resources in Internal Audit.
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2.4 12 of the 20 audits published during the first half of 2016/17 (60%)
have been completed within the budgeted days; this is below the
target of 75%. Three of the eight assignments that exceeded the
budget required some additional planned time once the audit
commenced as they were more complex than originally anticipated
and the others were only marginally over budget. Each audit is closely
monitored as it progresses.

2.5 The 'cost per productive audit day' has been calculated for 2015/16 as
£387.37; in 2014/15, the equivalent cost per day was £310.67. The
increase can mainly be attributed to the use of an external
organisation to assist in delivering the 2015/16 audit plan due to
part-year vacancies within the team.

3. Proposals

3.1 Itis proposed that members note the progress made to 30 September
in delivering the 2016/17 Internal Audit plan.

4. Implications

Financial: None.

Human Resources: None.

Legal: None.

Equality: None.

Environmental & None.

Sustainability:

Key Priorities: The work of Internal Audit helps to support the

efficient delivery of the strategic priorities within the
Council Plan 2015-2020.
Community Benefits: |[None.
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5. Consultation

5.1 The relevant services are consulted on Internal Audit findings during
each audit assignment. No additional consultation has been required
in the preparation of this report.

Lecortiell

LAURA FRIEL
Executive Director (Finance and Corporate Support)

Reference :
For further information please contact Paul Doak, Senior Manager (Internal

Audit, Risk and Fraud) on 01294-324561.

Background Papers
None.
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NORTH AYRSHIRE COUNCIL
INTERNAL AUDIT PLAN 2016-17

PROGRESS REPORT at Quarter 2

PRODUCTIVE TIME - AUDIT PLAN

Appendix 1

Report to
Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
Key Corporate Systems Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Combined with Supply
CHRIS HR/Payroll system Examine a range of controls in the HR/Payroll system. 15 0 15|Teachers audit below
Accounts Receivable Examine a range of controls in the Accounts Receivable system. 15 14 1|Draft report issued 14/11/2016
Procurement and Accounts Payable |Review controls within the Procurement and Accounts Payable section. 15 0 15|Planned Q4
VAT Carry out a review of the Council's VAT arrangements. 15 6 9|Fieldwork ongoing
Income Collection system Examine a range of controls in the PARIS income collection system. 15 14 1|Finalised 02/09/2016| 14/11/2016
TOTAL AUDIT DAYS 75 34
Report to
Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
Other Systems Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Licensing Review processes within the Licensing section. 20 20 O[Finalised 28/07/2016| 22/08/2016
Consider the controls that are in place around the payment of allowances Audit withdrawn from
Members Allowances and Expenses |and expenses to the Council's elected members. 15 0 15|plan n/a n/a
Review controls in relation to the use of European grant income by
European grant income Economic Growth. 20 0 20|Planned Q4
Supply teachers Examine the controls around the Council's use of supply teachers. 15 0 15|Planned Q3
Revenues and Benefits Review controls in relation to the Scottish Welfare Fund, Discretionary
(inc. Welfare Reform) Housing Payments and the Council Tax Reduction Scheme. 20 14 6|Draft report issued 18/10/2016| 14/11/2016
Consider the adequacy of the Council's Business Continuity Audit withdrawn from
Business Continuity arrangements. 15 0 15|plan n/a n/a
Review the effectiveness of revenue budget monitoring arrangements
Revenue Budget Monitoring within one of the Council's directorates. 15 0 15|Planned Q4
Review the administration of Financial Intervention Orders within the
Financial Intervention Orders Health and Social Care Partnership and Finance. 15 14 1|Draft report issued 14/11/2016
Review the use of 'Self Directed Support' to provide assurance that
Self Directed Support appropriate controls are in place and operating effectively. 20 20 O[Finalised 23/09/2016| 14/11/2016
Examine the controls that are in place around the handling of funds
belonging to clients of the Health and Social Care Partnership, both by
Clients funds Council employees and external contractors. 15 0 15|Planned Q4
Examine the use of the Carefirst system by the Health and Social Care
Carefirst system Partnership. 25 0 25|Planned Q3
Carry out audit work within the Health and Social Care Partnership as
Health and Social Care Partnership agreed by the Performance and Audit Committee of the Partnership. 15 2 13|Planned Q3
Audit withdrawn from
Building services systems Examine the use of IT systems within Building Services. 15 0 15|plan n/a n/a
Asset Management
(inc. Asset Register systems) Review the Council's asset management arrangements. 20 0 20|Planned Q3
Review the governance arrangements and processes around commercial Audit withdrawn from
Commercial and industrial rents and industrial property rentals. 20 0 20|plan n/a n/a
TOTAL AUDIT DAYS 265 70

20/10/2016
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Report to

Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
ICT Auditing Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Examine controls in relation to e-mail across both the Council and
Internet and e-mail controls Education networks. 25 0 25|Planned Q3
Review a range of controls in relation to Agile Working across the
Telecommunications Council, including remote and wireless access to networks and systems. 25 0 25|Planned Q4
TOTAL AUDIT DAYS 50 0
Report to
Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
Governance Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Information Governance and Data Review aspects of the Council's Information Management and Data
Protection Protection arrangements. 15 11 4|Draft report issued 14/11/2016
Consider the arrangements that the Council has in place with a number of
Community Capacity building local Community Associations. 15 0 15|Planned Q4
Examine processes that are in place in relation to employees who leave
Leavers process the Council, including removal from IT systems and networks. 15 5 10|Fieldwork ongoing
TOTAL AUDIT DAYS 45 16
Report to
Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
Performance Monitoring Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Provide assurance on the robustness and accuracy of a sample of
Performance Indicators indicators. 20 15 5|Finalised 23/09/2016| 14/11/2016
TOTAL AUDIT DAYS 20 15
Report to
Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
Regularity Audits Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Review financial controls within the Council's secondary schools using
self-assessment audit questionnaires and investigate any concerns which
Secondary Schools arise. 25 0 25|Delay until 2017/18 n/a n/a
Carry out a review of the controls within a range of income collection
establishments, with a particular focus on those which do not use the
Income Collection corporate income collection system, PARIS. 20 0 20|Delay until 2017/18 n/a n/a
TOTAL AUDIT DAYS 45 0

20/10/2016
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Planned| Actual Days Variance|Current Progress @
Following the Public Pound Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16
Annual audit of Community Councils accounts' to ensure Council funding
Community Councils is used in accordance with the Council's Scheme of Administration. 10 2 8|As required.
Annual audit of the accounts of various Tenants and Residents
Tenants and Residents Associations [Associations. 2 3 -1]|As required.
TOTAL AUDIT DAYS 12 5
Planned| Actual Days Variance|Current Progress @
Other Work Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16
Completing audits from the previous year's audit plan that were not fully All 15/16 audits were
Prior year audit work complete by the end of March 2016. 30 63 -33|finalised within Q1.
Audit consultancy: ad-hoc advice Providing advice to council services in response to ad-hoc gueries 10 4 6|As required.
Participating in project work to support developments in other council
Audit consultancy: project work services. 65 8 57|As required.
Follow up of previous audit reports to ensure that appropriate action has
Follow-up been taken. 20 3 17|As required.
Preparing audit plans and monitoring progress and performance against
Audit planning and monitoring plans. 20 9 11|As required.
Supporting the Council's Audit Committee and Cabinet by preparing
reports, attending meetings and delivering training for elected members
Audit Committee and Cabinet as required. 25 11 14|As required.
Governance documents Review of governance documents 5 0 5[As required.
Carry out developmental work to further enhance the efficiency of the
Development of the Audit service audit section. 5 2 3|As required.
Internal Audit self-assessment against |Undertake a quality assurance programme for Internal Audit in line with
PSIAS the requirements of the Public Sector Internal Audit Standards (PSIAS). 2 0 2|As required.
Participate in the Scottish Local Authorities Chief Internal Auditors Group
Internal Audit EQA (SLACIAG) review network for the external quality assessment Assessment scheduled
(assess or being assessed) programme. 10 1 9|November 2016
Certification of expenditure funded by specific grants from external
Grant claims funding bodies 5 0 5[As required.
Work in relation to the Council's annual accounts, including stock counts,
Annual Accounts reviewing imprests and preparing the Annual Governance Statement. 5 1 4|As required.
TOTAL AUDIT DAYS 202 102
|TOTAL PRODUCTIVE TIME - AUDIT PLAN 714 242|
20/10/2016 Page 3
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PRODUCTIVE TIME - CONTINGENCIES AND INVESTIGATIONS

Report to
Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
Special Investigations Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Investigation - Aids and adaptations
works 24 Fieldwork ongoing
|TOTAL PRODUCTIVE TIME - CONTINGENCIES AND INVESTIGATIONS 25 24]
PRODUCTIVE TIME - RESERVE AUDITS
Report to
Planned| Actual Days Variance|Current Progress @ Final Report| Audit and
Reserve Audits Audit Objective Audit Days| @ 30/09/16| Fav /(Adv)|30/09/16 issued Scrutiny
Library and Information service Review a range of controls within the Library and Information service. 15 0 15|n/a
Review a range of controls within the Council's Environmental Health
Environmental Health service. 15 0 15[n/a
Examine the controls around Throughcare payments within Finance and
Throughcare payments the Health and Social Care Partnership. 10 0 10|n/a
Vehicle replacement Review the Council's vehicle replacement programme. 15 0 15|n/a
Council house building and buyback
programmes Review the Council's house building and buyback programmes. 15 0 15|n/a
Carry out a review of the controls around the Council's Performance
Covalent system Management system, Covalent. 10 0 10|n/a
|TOTAL PRODUCTIVE TIME - RESERVE AUDITS 80 0
70
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NON-PRODUCTIVE TIME

Planned| Actual Days Variance
Audit Days| @ 30/09/16| Fav /(Adv)|Current Progress @ 30/09/16

Management 18 7 11

Administration 22 6 16

Meetings 40 15 25

Training 30 3 27
|TOTAL NON-PRODUCTIVE TIME 110 31]
[TOTAL DAYS 849 297]

ANNUAL BUDGET ACTUAL to 30/09/16

PRODUCTIVE DAYS 739 87.0% 266 89.6%

NON-PRODUCTIVE DAYS 110 13.0% 31 10.4%

TOTAL DAYS 849 100.0% | 297 100.0%
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NORTH AYRSHIRE COUNCIL

Agenda Iltem 9
14 November 2016

Audit and Scrutiny Committee

Title:

External Audit Action Plans: Quarter 2 update

Purpose: To update the Committee on progress made in

implementing the agreed action plans arising from the
external audit of the Council's 2014/15 and 2015/16

accounts.

Recommendation: That the Committee notes the progress made in

completing the action plans.

1.1

1.2

2.1

2.2

Executive Summary

Each year, on completion of the audit of the Council's annual
accounts, a report is prepared by the External Auditor on their
findings. This includes an action plan for the Council. In addition, the
External Auditor publishes a report on the findings of their work on the
Council's key financial systems, which also includes an action plan for
the Council.

Internal Audit has been assigned responsibility for monitoring progress
against these actions. This report provides the Audit and Scrutiny
Committee with an update on the progress at 30th September 2016.

Background

The 2014/15 'Review of Main Financial Systems' action plan was
reported to the Audit Committee on 24 August 2015 and contains 9
actions. The last update provided to the Committee in May 2016
indicated that only one action remained incomplete; this remains
outstanding. This action was repeated in the 2015/16 action plan as it
was not completed within the agreed timescales.

The 2015/16 'Review of Main Financial Systems' action plan was
reported to the Audit Committee on 23 May 2016 and contains 5
actions. Three were already complete at that time and the other two
are not yet due for completion.
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2.3  The action plan relating to the 2015/16 annual accounts was reported
to the Audit Committee on 23 September 2016 and contains one
action which is not due for completion until the end of March 2017.

2.4  Full details of all the incomplete actions along with the latest
management comments are included in the appendix to this report.

3. Proposals

3.1 It is proposed that the Committee notes the progress made in
completing the action plans.

4. Implications

Financial: None.

Human Resources: None.

Legal: None.

Equality: None.

Environmental & None.

Sustainability:

Key Priorities: The work of External Audit helps to support the
efficient delivery of the strategic priorities within the
Council Plan 2015-2020.

Community Benefits: |[None.

5. Consultation

5.1  No consultations have been required in the preparation of this report.

Lecortiell

LAURA FRIEL
Executive Director (Finance and Corporate Support)

Reference :
For further information please contact Paul Doak, Senior Manager (Internal
Audit, Risk and Fraud) on 01294-324561.

Background Papers
None.
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Appendix 1

External Audit Action Plan at 30'" September 2016

Parent Action

Code Description Note Priority |Progress Due Date ggtgelnal RUS Managed By |Assigned To
EA2016AA ?gnual Audit Action Plan 2015- p% |

Sub Actions

Code Description Latest Note Priority |Progress Due Date ggtgelnal D Managed By |Assigned To
Social Work Services overspent
by £2.109 million in 2015/16.
This continues a trend of
overspends by this service over
recent years. The IJB has
committed to achieving 2016/17- Quarter Two Update: The Chief
efficiency savings of £4.000 Officer / 1JB Chief Financial Officer will
million in this service in provide regular financial reports to Council
2016/17. This will be very including; the most current financial
challenging given the reduced |projections; progress in delivering
EA2016AA01 financial settlement for the IJB | mitigations to reduce overspends; and D% 31-Mar-2017 |31-Mar-2017 |Margaret Hogg |Margaret Hogg
in 2016/17 and the ongoing progress in delivering agreed efficiency
increases in demand for targets. Together this should provide
services. assurance that services are being

Recommendation: The council |delivered within the agreed financial
should ensure that the actions |envelope.

contained in the North Ayrshire
1JB recovery plan action plan
are addressed and that steps
are taken to address any
projected overspends.
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Parent Action

Code

Description

Note

Priority

Progress

Due Date

Original Due
Date

Managed By

Assigned To

EA2016KC

Key Controls Action Plan 2015-
16

| T4%

Original Due

'Sub Actions

Code Description Latest Note Priority |Progress Due Date Date Managed By |Assigned To
It is considered good practice
for employing departments to
periodically confirm the
existence of employees listed
on the payroll. This helps to
ensure that all employees on 2016/17- Quarter Two Update: The
the payroll are valid and still manual data extract requires further
work for the council. refinement before sign off. Employee data
The last employee data check |checks will be extracted manually for Jackie
EA2016KCO1 was completed in June 2013. FACS, Democratic Services and Economy p% 28-Feb-2017 |28-Feb-2017 |Laura Friel Hami
. o . amilton
Last year we were advised that |and Communities and issued as a PDF to
the annual exercise would enable the process to commence.
resume in 2015, however we Development work continues on the
note that this was not carried creation of an online data check via HR21.
out.
Risk: The payroll system may
not accurately reflect services'
staffing levels and leavers may
go undetected.
2
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EA2016KCO05

It is council policy for reliefs to
be reviewed at intervals not
exceeding every five years to
confirm that the eligibility criteria
are still being met by the
claimant.

Sample testing of a variety of
discounts and reliefs highlighted
a small number which had
breached the five year review (
i.e. some sports clubs, nursing
homes, charities). Our enquiries
established that these have all
been scheduled for review
during 2016/17. We note that
Small Business Bonus Reliefs,
which we reported last year had
not been reviewed for over five
years, were reviewed as
planned during 2015/16.

Risk: Non domestic rates relief
may be granted to claimants
who are no longer eligible.

2016/17- Quarter Two Update: The non-
domestic rates team has a 2016/17
programme of reviews as follows:
Mandatory and Discretionary - May to July
2016

Disabled Persons Reduction - August to
September 2016

Unlicensed sports clubs and 100%
discretionary relief - October 2016
Community Amateur Sports Clubs -
November 2016

Mandatory relief only - November 2016
Rural - January 2017

70%

31-Jan-2017

31-Jan-2017

Laura Friel

Stephen
Humphries
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NORTH AYRSHIRE COUNCIL

Agenda Item 10
14 November 2016

Audit and Scrutiny Committee

Title:

Corporate Fraud Team: Mid-year Progress

Purpose: To provide the Audit and Scrutiny Committee with a

mid-year progress update on the work of the
Corporate Fraud team.

Recommendation: That the Committee notes the work carried out by the

Corporate Fraud team between April and September
2016.

1.1

1.2

2.1

2.2

2.3

Executive Summary

The Corporate Fraud team was established within Internal Audit in
February 2015, following the transfer of responsibility for housing
benefit fraud investigation to the Department for Work and Pensions
(DWP). The team provides the Council with the capacity to investigate
fraud both within and against the organisation.

It has previously been agreed that the Committee will receive
bi-annual updates on the work of the Corporate Fraud team.

Background

Internal Investigations

Ten referrals relating to Council employees have been received by the
Corporate Fraud Team between April and September 2016, of which 3
have been closed without a detailed investigation being required.

Of the other seven referrals, two have been concluded with a report
and action plan to the appropriate Council Service, four investigations
remain ongoing and one is a recent referral which is awaiting
investigation.

All concluded referrals are reported to the Audit and Scrutiny
Committee as 'exempted' reports.
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2.4

2.5

2.6

2.7

2.8

2.9

External Investigations

The Corporate Fraud Team has received 359 referrals for
investigation between April and September 2016. 257 of these have
been closed either without issue or because they have been referred
to another agency for investigation, for example DWP.

Of the other 102 referrals, 34 have had a successful outcome for the
Council and the other 68 are recent referrals which are still awaiting
investigation.

Successful financial outcomes have been achieved across a range of
referrals relating to Council Tax Reduction, Council Tax Single Person
Discount, Discretionary Housing Payments, Non-Domestic Rates and
Scottish Welfare Fund. The Corporate Fraud Team has identified
backdated recoveries for the Council amounting to £8,000 as well as
an ongoing annual cost reduction of a further £9,000.

The team has also:

e recovered 2 Blue Badges;

e worked with Housing on the recovery of 2 abandoned tenancies;

e carried out 2 investigations which resulted in the withdrawal of
applications for Council housing;

e reviewed all applications to purchase Council houses under the
Right-to-Buy legislation, with one application being refused and
another being withdrawn as a result of the Corporate Fraud
work, as well as a further 3 applications where Single Person
Discount anomalies were identified and financial recoveries
made.

East Ayrshire Council

Agreement has now been reached with East Ayrshire Council to
extend the reach of the Corporate Fraud team to cover the East
Ayrshire area. This will see North Ayrshire recruit an additional 2 fraud
investigators. The expanded team will continue to be based in
Cunninghame House but with access to East Ayrshire systems.

It is hoped that the team will be operational in East Ayrshire by the
beginning of 2017. A publicity campaign will be carried out with East
Ayrshire Council to raise awareness of the new service and members
of staff and the public in East Ayrshire will be able to make referrals
directly to the team for investigation.
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National Fraud Initiative (NFI)

2.10 The Corporate Fraud Team takes the lead on the National Fraud
Initiative (NFI) exercise. The 2016 NFI is now underway and a range
of data sets were submitted in October 2016.

2.11 It is expected that the potential data matches will be received in
February 2017. These will be investigated and any successful
outcomes will be the subject of a future report to the Audit and
Scrutiny Committee.

Fraud Week

2.12 This week, 14th to 18th November, is International Fraud Awareness
Week. The team has planned a series of events to publicise its work,
including a workshop for key staff delivered by the Police Scotland
Counter Corruption Unit and a range of information stands in public
places.

2.13 Members of the team will be at the Council's main contact centres at
Bridgegate House, Saltcoats Town Hall and Brooksby in Largs at
different times during the week. As a result of the new partnership with
East Ayrshire Council, similar events will be held in Kilmarnock,
Cumnock and Stewarton.

3. Proposals

3.1 It is proposed that the Audit and Scrutiny Committee notes the work
carried out by the Corporate Fraud team between April and
September 2016.

4. Implications

Financial: None.

Human Resources: None.

Legal: None.

Equality: None.

Environmental & None.

Sustainability:

Key Priorities: The work of the Corporate Fraud team helps to

support the efficient delivery of the strategic
priorities within the Council Plan 2015-2020.
Community Benefits: [None.
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5. Consultation

5.1 No consultation has been required in the preparation of this report.

Lecortiell

LAURA FRIEL
Executive Director (Finance and Corporate Support)

Reference :
For further information please contact Paul Doak, Senior Manager (Internal

Audit, Risk and Fraud) on 01294-324561.

Background Papers
None.
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NORTH AYRSHIRE COUNCIL

Agenda Iltem 11
14 November 2016

Audit and Scrutiny Committee

Title: Audit Scotland Benefits Performance Audit
Annual Update 2015/16 and Housing Benefit Good
Practice Guide

Purpose: To inform the Committee of the findings of the Audit

Scotland benefits performance audit annual update
2015/16 as set out at Appendix 1 and highlight the
Council's good practice contained in the Housing
Benefit Good Practice Guide as set out at Appendix 2.

Recommendation: That the Committee notes (a) the findings of the Audit

Scotland benefits performance audit annual update
2015/16 as set out at Appendix 1; and (b) the
Council's good practice contained in the Housing
Benefit Good Practice Guide as set out at Appendix 2.

11

1.2

1.3

1.4

Executive Summary

In 2015/16 Audit Scotland visited eleven Councils, including North
Ayrshire Council and carried out a Housing Benefit risk assessment; a
report of their findings is set out at appendix 1.

Audit Scotland risk assessed the Council in May 2015 and their
findings was reported to the Audit and Scrutiny Committee on the 24
August 2015.

The objective of a risk assessment is to determine the extent to which
the benefit service is meeting its obligations to achieve continuous
improvement in all its activities; and considers the effectiveness of the
benefit service in business planning and reporting, delivering
outcomes, accuracy, interventions and counter-fraud. It does not
represent a full audit of a Council’s benefits service.

North Ayrshire's benefit service is performing well compared to other
Scottish Councils with only 3 risks out of the 45 identified applying to
the council. The position regarding reduced Department for Work and
Pensions (DWP) funding, falling Housing Benefit caseload, staff
turnover and speed of processing is similar to the rest of Scotland.
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2.1

2.2

2.3

2.4

Background
Key findings

Nationally Audit Scotland found 45 risks to continuous improvement
across eleven Councils and identified three key areas for
improvement:

° Quiality checking of claims;

° Business planning and performance for North Ayrshire Council
(this was identified as an area of good practice (2.10)); and

e  Speed of processing.

Two of the three risks were identified as risks to the Council ; speed of
processing and adopting a risk based approach to checking the
accuracy of claims. Audit Scotland also identified raising customer
awareness of reporting changes of circumstance as a risk.

Staff turnover in the Council's Benefits Service has been higher than
normal and this has affected the speed of processing of new claims
and changes of circumstance; action is being taken to fill vacant posts
and an external support service is being put in place while new staff
are being trained to ensure performance levels are improved. A lean
six sigma exercise to review and improve the claim process is
ongoing.

Speed of processing for 2016/17 has improved and performance
compared to annual targets and last year quarter two is noted below;
three targets have been exceeded and further improvement is
expected by the end of the financial-year.

2016/17 Q2 Target 2015/16 Q2
Speed of processing new claims HB 22.63 25.5 27.53
Speed of processing new claims CTR 27.69 28.5 31.06
Speed of processing changes HB 15.95 15.5 16.15
Speed of processing changes CTR 6.07 8.5 4.6

100% quality checks are carried out for work processed by new staff
and a 10% sample for experienced staff; the highest risks of error are
keying earned income, tax credits and benefit start dates. Training has
been provided in all theses areas and Audit Scotland is satisfied with
the progress made against this risk.
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2.5

2.6

2.7

2.8

2.9

A publicity campaign entitled "one penny more, one penny less" was
used to encourage claimants to notify the Benefits Service of a
change in their circumstance; this included a pan Ayrshire radio
campaign, which was highlighted as good practice by Audit Scotland.

Audit Scotland found that the Housing Benefit caseload across all
Scottish Councils fell by 1.6% over the period March 2015 to
November 2015; during this period the Council's caseload fell from
15,330 to 15,017 a reduction of 313 (2%). The caseload continues to
fall with 14,573 claimants at September 2016. The reduction in
Housing Benefit caseload is partly related to Universal Credit that was
introduced in North Ayrshire DWP jobcentres from 27 April 2015;
some 2,685 new claims have been made to the DWP by working age
single people. Housing Benefit caseload is also affected by economic
conditions, unemployment levels, and UK Government Welfare
Reforms.

The report notes the reduction in DWP subsidy levels. In 2015/16
benefits administration funding from the DWP for Scotland fell by
£1.7m (5.8%); the Council's funding was reduced from £958,216 to
£883,336; a reduction of £74,880 (7.8%) and continued to fall by
£54,734 to £828,602 in 2016/17. DWP funding may be reduced in
2017/18 to reflect the reduction in Housing Benefit caseload due to the
rollout of Universal Credit.

The report also notes the devolution of welfare powers to the Scottish
Government including;

e  specific benefits;

e components of the Regulated Social Fund;

e flexibility to vary payment of the Universal Credit housing
element; and

° power to top-up and create new benefits for people of working
age.

The Scottish Government intends to establish a Social Security
Agency to oversee the administration of devolved benefits; and notes
the Council's response to the consultation paper on how best to use
new devolved powers.

The Audit Scotland annual update for 2015/16 makes reference to two
other reports; Review of activity to reduce fraud and error in Housing
Benefit and Review of Housing Benefit Subsidy Certification issues
2014/15; their findings was reported to the Audit and Scrutiny
Committee on the 16 November 2015 and 23 May 2016 respectively.
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2.10

Good practice

Audit Scotland identified the following good practice in North Ayrshire
Council:

° Finance and Corporate Support Directorate plan and benefits
operational plan as a good example of business planning and
performance reporting;

® The establishment of a Corporate Fraud Team to provide
counter-fraud activity;

° Pan-Ayrshire publicity campaign to raise awareness of reporting
changes of circumstance; and

° Minimising the risk of Housing Benefit overpayments arising,
maximising recovery levels and personal telephone engagement
with customers.

The Council has arrangements in place for the majority of good
practice identified in the report,as set out at appendix 2. A Revenues
and Benefits Business Improvement Team has been established and
it will consider any areas where further improvement can be made, for
example an in-house performance framework to improve performance
levels.

3. Proposals

3.1 That the Committee notes (a) the findings of the Audit Scotland
benefits performance audit annual update 2015/16 as set out at
Appendix 1; and (b) the Council's good practice contained in the
Housing Benefit Good Practice Guide as set out at Appendix 2.

4. Implications

Financial: None

Human Resources: None

Legal: None

Equality: None

Environmental & None

Sustainability:

Key Priorities: None

Community Benefits: |None
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5. Consultation

5.1 There was no consultation on the Audit Scotland reports.

Lecortiell

LAURA FRIEL
Executive Director (Finance and Corporate Support)

Reference : SH

For further information please contact Stephen Humphries Senior Manager
Revenues and Benefits on 01294 310106

Background Papers
Audit Scotland Benefits Performance Audit Annual Update 2015/16; and
Housing Benefit Good Practice Guide
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Appendix 1

Benefit Performanc
Audit Annual Upd
2015/16

(V/AUDIT SCOTLAND
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Audit Scotland is a statutory body set up in April 2000 under the Public Finance and Accountability
(Scotland) Act 2000. We help the Auditor General for Scotland and the Accounts Commission
check that organisations spending public money use it properly, efficiently and effectively.
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Purpose

Purpose

1. This report provides a summary of the performance audit work carried out by Audit Scotland
on Scottish councils' housing benefit (HB) services during 2015/16.

Key messages

2. During 2015/16 we issued 11 reports to councils which identified 45 risks to continuous
improvement that were accepted. We found that 85% of risks identified during previous risk
assessments had been either fully or partially addressed (83% in 2014/15). Council feedback
on the performance audit process remains positive.

3. When benefit services are well managed they can deliver value for money and high quality
services for customers. However, we found that:

o speed of processing performance was of concern in seven councils. For example, in two
councils the level of benefit processing resources may not be sufficient to sustain or
improve current claims processing performance

e quality checking is not carried out consistently, and that outcomes from quality checks are
not routinely collated and analysed in six councils

e business planning and performance reporting were weak in four councils which included
targets not being set for all areas of the service and limited performance reporting in
respect of all areas of the service.

4. Universal Credit (UC) continues to be rolled out across Scotland with all councils now having
some local residents claiming UC. The Department for Work and Pensions (DWP) plan is that
the majority of existing HB claims will migrate to UC by 2021.

5. Scottish councils have now completed the transfer of responsibility for investigating benefit
fraud and, in many cases, fraud staff to the DWPs Single Fraud Investigation Service (SFIS).
Councils need to ensure that sufficient resources are in place to investigate other types of
fraud.

6. The Scottish Parliament's new devolved social security powers may result in some aspects of
the devolved benefits being delivered by a number of organisations including local authorities.

Page 4 Benefit Performance Audit Annual Update
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Background

Background

10.

11.

12.

During 2015/16, one in five Scottish households received financial support to help pay for their
rent in the form of means tested HB. Scottish councils paid out £1.73 billion in HB awards in
2015/16 (£1.74 billion in 2014/15).

Between March 2009 and March 2015, there has been a 7% increase in HB claims in
Scotland. However, the increase has not been constant with a 1.6% reduction in claim
numbers between March 2014 and March 2015. This is discussed in more detail at paragraph
30.

In 2015/16, councils received £27.8 million (£29.5 million in 2014/15) in funding from the DWP
to deliver HB services. This 5.8% reduction in funding in 2015/16 is due to assumed efficiency
savings. There is no consistent data available to allow comparison across Scottish councils
regarding the cost of administering HB in 2015/16. The latest statutory performance indicators
published for 2012/13, before council tax benefit was abolished, indicated that the cost of
administration of both HB and council tax benefit at that time was £71.4 million in Scotland.

The main objective of the benefit performance audit is to help councils improve their benefit
services but it also holds councils to account for any failing services. The audit has two
phases:

e arisk assessment phase that identifies risks to continuous improvement

o afocused audit phase that examines the service, or parts of it in more detail, if a council
is unable or unwilling to address key risks identified in phase one.

Risk assessment reports are provided to council Chief Executives who are invited to prepare
an improvement plan detailing the actions, with associated timescales, that they will take to
address the identified risks. These reports are also copied to the DWP to provide assurances
over how Scottish councils are performing.

When a focused audit is required the Controller of Audit prepares a report to the Accounts
Commission. Focused audit reports are provided to council Chief Executives and are also
copied to the DWP and published on the Audit Scotland website.

Benefit Performance Audit Annual Update Page 5
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Work carried out during 2015/16

Work carried out during
2015/16

13.

14.

15.

16.

We reviewed our risk based approach to benefit performance audit to ensure that the councils
that we considered to be the highest risk were visited during the year. Appendix A contains
the details of the 11 risk assessment reports that were issued to council Chief Executives
during 2015/16. No focused audits were carried out.

Following receipt and review of council improvement plans to address the risks identified in
our risk assessment reports, progress reports were requested from six councils. Three
progress reports relate to risk assessment reports issued in 2014/15 as detailed in Appendix
B.

To date, we have received progress reports from all six councils. Due to further improvements
being required, we have requested updates from Clackmannanshire Council and East
Dunbartonshire Council in July 2016. Action taken to address risks was considered to be
satisfactory in all updates received to date.

In line with Audit Scotland's objective of identifying and sharing good practice, three thematic
studies were undertaken during 2015/16. More information on each study is provided in the
following paragraphs.

Review of housing benefit subsidy certification issues 2014/15

17.

18.

A review was undertaken of issues identified by auditors during the certification of the 2014/15
HB subsidy claims. Auditors identified 43 errors across 18 councils, an improvement from
2013/14 where auditors identified 60 errors in subsidy claims in respect of 19 councils. The
errors identified resulted in subsidy being over claimed by £1.134 million (0.06% of
expenditure) in the year-end claims submitted by councils to the DWP.

Auditors reported that most errors were identified in the classification of expenditure and the
calculation of claimant income. The report is available on our website.

Review of activity to reduce fraud and error in housing benefit

19. A review of the activity undertaken by Scottish councils in order to reduce fraud and error
highlighted that the monetary value of HB fraud and error has been steadily rising across the
UK, with 2014/15 showing a loss of £1.38 billion. Claimant error is the largest contributor to
this figure with a total loss of £770 million (56%).

Page 6 Benefit Performance Audit Annual Update
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20.

21.

Outcomes of the 2015/16 risk assessments

From April 2013, there was a reduction in intervention activity by some councils as a result of
the need to manage the impact of the UK government's welfare reform agenda.

However, during 2014/15, there was a significant increase in intervention activity and
improvements to the methods of identifying suitable cases. Although many councils have
introduced innovative ways of carrying out interventions that have produced positive
outcomes, there remains scope for further improvement in others. The report is available on
our website.

Housing Benefit Good Practice Guide: initiatives which deliver best
value

22.

23.

This report summarises initiatives introduced by councils, and identified during our HB
performance audits in 2013/14 and 2014/15, which have helped to deliver continuous
improvement.

The report also considers the effectiveness of these initiatives in helping to deliver continuous
improvement in benefit services and it is hoped that these might be of interest to councils that
are finding it difficult to deliver continuous improvement going forward in an environment of
reducing budgets and increasing workloads. The report is available on our website.

Outcomes of the 2015/16
riIsk assessments

24. Audit Scotland identified 45 risks to continuous improvement (70 in 2014/15) in the 11 risk
assessments completed in 2015/16. We are pleased to report that only one risk to continuous
improvement was identified in both the Moray Council and Orkney Islands Council.

25.  Our work identified that 85% (123 out of 145) of previously agreed actions had been fully or
partially implemented (83% in 2014/15).

26. Improvement plans have been received from all councils visited. Analysis of the risks identified
shows that:

e 100% (100% in 2014/15) of the identified risks were fully accepted by councils
Benefit Performance Audit Annual Update Page 7
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Outcomes of the 2015/16 risk assessments

27.

28.

29.

Page 8

17% (25/145) of agreed risks from previous risk assessments were carried forward (22%
in 2014/15). Councils have cited resourcing issues as a reason why not all agreed actions
have been implemented.

We have found that where benefit services are well managed they can deliver value for money
and high quality services for claimants.

During 2015/16 Audit Scotland has identified weaknesses in the following key areas:

Quiality checking is not carried out consistently and outcomes are not routinely collated
and analysed in respect of all activities to inform a risk-based approach. In addition, more
work needs to be done to measure performance and improvement over time which can
then be used to evaluate individual performance.

Business planning and performance reporting weaknesses were identified. It was noted
that targets are not set for all areas of the service and/or there is limited performance
reporting to senior management and elected members in respect of all areas of the
service. The level of resources within the benefit service may not be sufficient to enable
the service to continually improve or sustain current performance levels across all of its
activities. The continued use of temporary staff on short term contracts could result in the
further loss of staff to other areas of the council or externally.

Speed of processing performance issues were identified. It was noted that the current
level of benefit processing resources may not be sufficient to sustain or improve on
current claims processing performance in two councils.

Between March 2009 and March 2015, the number of HB claims in Scotland increased by
29,945 (7%). However the increase has not been constant as detailed in Exhibit 1 below
which shows that claim numbers peaked at almost 485,000 during 2012/13 before falling by
1.8%, at March 2014. Exhibit 2 shows that claim numbers continued to fall during 2015/16 by
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Stakeholder feedback

a further 1.6% between March 2015 and November 2015.

Exhibit 1: change in HB caseload in Scotland
March 2009-March 2015
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During 2015/16 the downward trend in claim numbers has continued as shown in exhibit 2
below.

Exhibit 2: HB caseload in Scotland during
2015/16
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Exhibits 1 & 2: Source DWP caseload statistics

30. The fall in claim numbers in recent years may be due to several reasons including:
e  people working longer before retiring
e falling unemployment levels in some areas

¢ claimants moving into work, possibly due to the claimant commitment changes in
Jobseeker's Allowance, and the reducing numbers of people qualifying for Employment
Support Allowance, Incapacity Benefit and Personal Independence Payments

Benefit Performance Audit Annual Update Page 9
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Stakeholder feedback

e asmall number of claimants moving to UC and therefore becoming ineligible for HB.

Stakeholder feedback

31.

32.

33.

34.

35.

Feedback questionnaires are issued to benefit managers after each risk assessment in order
to gain assurances over whether the audit methodology is effective and to look for areas
which could be improved. During 2015/16, we received responses from 13 councils.

Overall the responses were positive and provided Audit Scotland with assurance that the audit
methodology is fit for purpose and proportionate. The following comments help illustrate these
responses:

e  "The audit report will inform our service review".

o "Itis helpful for elected members to have an accurate independent assessment of the
service particularly during a time of major reform and limited resource availability".

o "As well as suggestions for improvement, the report included positive feedback and
recognition of improvements; this was a real morale boost when shared with staff".

e "The audit provides a strong set of basic principles that in general can be adapted to
other council services, thus helping to strengthen processes and outcomes in other non-
benefit related areas".

e "We have found the experience to be extremely beneficial and we found that our auditor
had an excellent understanding of the challenges we face".

Whilst the majority of the responses were good, not every council found the process to be so
positive. Particular concerns were raised by one council:

e "In terms of the report it would be helpful to not have issues repeated across various
areas as it was difficult to group items in a meaningful way for the action plan. | think that
it was unclear what documentary evidence was required".

Audit Scotland has taken these comments on board in the planning and delivery of risk
assessments. Councils are given as much notice as possible of risk assessments and
discussions are held with benefit managers prior to submission regarding the self-assessment
requirements. We also try to concentrate on the challenges facing each council and how they
respond to those challenges.

HB risk assessment reports continue to be shared with the DWP. We also continue to monitor
our approach in conjunction with the DWP through quarterly meetings between the Manager,
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Welfare reform

Benefits-Technical and senior officers in the DWP's Housing Delivery Division.

Welfare reform

36.

Councils continue to work with partners to help deliver the UK government's welfare reform
agenda.

Universal credit (UC)

37.

38.

UC roll-out has continued in the Inverness Jobcentre area where single claimants have
claimed UC since November 2013. This was expanded to claims from couples in June 2014
and claims from families in January 2015. Highland Council has been providing personal
budgeting support, digital access, housing cost knowledge, and advice and support to
claimants.

The rollout of UC across the rest of Scotland began in February 2015 for single people who
would otherwise have been eligible for income based Jobseeker’'s Allowance, including those
with existing HB. By April 2016, all Scottish councils had some local residents claiming UC.

Universal Credit Full Digital Service

39.

40.

The Universal Credit Digital Service will allow users to make a claim, notify changes of
circumstance and search for a job through a single account, making digital the primary
channel for most working-age people to interact with the DWP.

On 23 March 2016, Musselburgh Job Centre in East Lothian was the first Job Centre in
Scotland to provide the full Universal Credit Digital Service. Further roll-out of the full digital
service will take place from May 2016 with phases 1 and 2 taking place between May and
December 2016. Highland Council is the only Scottish council included in either of these
phases. The UK government expects the national roll-out to the digital service to be
completed in June 2018. The migration of the remaining working age existing HB claimants to
the full UC service will start thereafter and expected to be completed by 2021.

DWP's Single Fraud Investigation Service (SFIS)

41.

The DWP has completed the roll-out of its Single Fraud Investigation Service (SFIS). All
Scottish councils have now transferred their responsibility for investigating benefit fraud, and
in many cases, their fraud investigators to SFIS. Councils should ensure sufficient resources
are in place to investigate other fraud unrelated to HB, such as council tax reduction fraud,
tenancy fraud and other corporate fraud.

Benefit Performance Audit Annual Update Page 11
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Devolved financial powers

42.

43.

44,

45.

The Smith Commission recommended that the Scottish Parliament be given complete
autonomy to determine the structure and value of a range of powers over disability, and
devolution of the components of the Regulated Social Fund. In addition, it was recommended
that the Scottish Parliament should be given the power to make administrative changes to UC
and to vary the housing cost element.

The Smith Commission’s proposals will devolve around £2.7 billion (15.3%) of Scottish benefit
expenditure to the Scottish Parliament.

Although the Scotland Act 2016 only received Royal assent in March 2016, the Scottish
Government have been planning and preparing for the delivery of the devolved aspects of
social security included within the Act. The Government’s plans include:

e the introduction of a Scottish social security bill in the first year of the new Parliament
e the setting up of a new agency to deliver the social security powers

e the initial delivery of the devolved benefits by the DWP in order to help ensure a smooth
transition and to avoid delays for claimants

o afully costed business case detailing how the new powers will be delivered will be
published later this year.

It is possible that some of the devolved benefits will be delivered by a number of organisations
including local authorities, DWP, and the third sector.

Page 12 Benefit Performance Audit Annual Update
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Appendix A — The 2015/16

riIsk assessment

programme

‘ Date reported

Date on site Council

March 2015 Clackmannanshire May 2015

April 2015 East Dunbartonshire May 2015

May 2015 Renfrewshire June 2015

May 2015 North Ayrshire June 2015
June 2015 Aberdeen City July 2015

July 2015 Orkney August 2015
August 2015 Moray September 2015
September 2015 North Lanarkshire November 2015
October 2015 East Lothian November 2015
October 2015 Perth & Kinross December 2015
December 2015 Falkirk January 2016
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Appendix B — Progress reports requested during 2015/16

Appendix B — Progress
reports requested during
2015/16

Council Date progress report Conclusion on action taken to

received/expected address risks

East Ayrshire Council April 2015 Updates received and satisfactory
progress made. A full risk assessment is
planned for 2016.

East Renfrewshire July 2015 Update received and satisfactory

Council progress made.

West Lothian Council August 2015 Update received and satisfactory
progress made.

Clackmannanshire November 2015, February | Update received and satisfactory

Council 2016 & July 2016 progress made to date. A further update
has been requested by July 2016.

East Dunbartonshire May 2016 Update received and a further update

Council has been requested by July 2016.

North Ayrshire May 2016 Update received and satisfactory

Council progress made.
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Appendix 2

Housing Benefit
Good Practice G

Initiatives which deliver best value

ACCOUNTS COMMISSION ¥/

Prepared by Audit Scotland

28 April 2016
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The Accounts Commission

The Accounts Commission is the public spending watchdog for local government. We hold
councils in Scotland to account and help them improve. We operate impartially and
independently of councils and of the Scottish Government, and we meet and report in public.

We expect councils to achieve the highest standards of governance and financial stewardship,
and value for money in how they use their resources and provide their services.

Our work includes:

e securing and acting upon the external audit of Scotland’s councils and various joint boards
and committees

e assessing the performance of councils in relation to Best Value and community planning
e carrying out national performance audits to help councils improve their services
e requiring councils to publish information to help the public assess their performance.

You can find out more about the work of the Accounts Commission on our website:
www.audit-scotland.gov.uk/about/ac

Audit Scotland is a statutory body set up in April 2000 under the Public Finance and Accountability
(Scotland) Act 2000. We help the Auditor General for Scotland and the Accounts Commission
check that organisations spending public money use it properly, efficiently and effectively.
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Introduction

Introduction

1. Audit Scotland undertakes housing benefit (HB) performance audits on behalf of the Accounts
Commission as part of the audit of councils. Following each performance audit, a HB risk
assessment report is provided to the council Chief Executives. These reports are also
presented to council audit committees and copied to the Department for Work and Pensions
(DWP).

2. The purpose of this report is to summarise into a single overarching report initiatives, that
were introduced by councils and identified during our audits in 2013/14 and 2014/15, which
have helped to deliver Best Value®.

3. The report follows the same structure as HB risk assessment reports issued to councils in
considering the effectiveness of these initiatives in helping to deliver continuous improvement
in meeting national and local priorities, business planning, performance reporting and
delivering outcomes. These initiatives might be of interest to councils that are finding it difficult
to deliver continuous improvement going forward in an environment of reducing budgets and
increasing workloads.

4.  This report includes working practices introduced by councils and identified in our reports as
having helped deliver Best Value. Itis not intended to be a comprehensive list of all working
practices introduced by councils which have led to performance or process improvements.
Equally, we recognise that an initiative introduced in one council may not have the same
impact when introduced elsewhere.

5. Although some of these initiatives might be considered 'normal business practice', we have
included them as not all benefit services are operating in the same manner. Similarly we have
included appendices containing some initiatives that we consider are innovative, or could be
considered by councils when considering how they could improve benefit services.

National and local priorities

6. The UK Government's welfare reform agenda aims to simplify the benefits system by bringing
together a range of working-age benefits, including HB, into a single payment of Universal
Credit (UC) administered by DWP. This is the biggest change to the welfare system for over
60 years and has had a significant impact on local authorities and the services they provide.

7. Scottish councils have been participating in various working groups at a national level
reviewing and planning for the implications of welfare reform. As well as working with external
partners, councils have also set up internal cross-functional corporate working groups with
action plans in place to address the challenges posed by welfare reform.

! Initiatives identified in risk assessments and reports to council Chief Executives

Page 4 Housing Benefit Good Practice Guide:

108



Business planning and performance reporting

Welfare reform has also resulted in councils planning for and implementing new and additional
activities locally such as the Scottish Welfare Fund (SWF), the Scottish Council Tax Reduction
Scheme (CTRS), and the provision of budgeting support and advice. This has, in many cases
led to significant change with the introduction of new IT systems, the restructuring of
departments, and the re-training of staff.

Delays in the roll-out of UC have resulted in councils having to continue to ensure that benefit
services are sustained and a high quality service continues to be provided until full migration
to UC has taken place. Specific examples of what councils have been doing in order to
prepare for welfare reform changes are shown below and in Appendix 1:

e several councils have been working in partnership with the Convention of Scottish Local
Authorities (COSLA) to help deliver the local support services framework in respect of UC

e  The Highland Council has been a partner in the DWP UC pathfinder project which
introduced UC to the first jobcentre in Scotland in Inverness

e the City of Edinburgh Council has worked with Dunedin Canmore Housing Association
trialling direct payment of HB to claimants

e Glasgow City Council piloted the DWPs Single Fraud and Investigation Service approach

e  South Lanarkshire Council has been part of the Scottish Government's UC pilot looking at
developing online facilities at local offices to assist and support customers who do not
have access to the internet

¢ Dumfries and Galloway Council has been piloting digital inclusion. The benefit service
has also been working with the council's employability and skills service to provide
financial education and support.

Business planning and
performance reporting

10.

An effective business plan provides an opportunity for councils to set out the aims and
objectives for each service and should contain key deliverables against which performance
can be measured, monitored and reported. Performance initiatives in respect of business
planning and performance reporting are detailed in Appendix 2. These include the two
examples set out in the following paragraphs.

Case study 1 - North Ayrshire Council

11.

North Ayrshire Council has a directorate plan setting out how the directorate will contribute to
the council’s Good to Great Journey. The performance indicators include targets for speed of
processing and the gross administrative cost per case. This is supported by an operational
plan which details the key improvement actions to be delivered, with associated completion
dates. These include:

Housing Benefit Good Practice Guide: Page 5
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Delivering outcomes

e implementing software to maximise the automation of DWP Automated Transfer to Local
Authority Systems (ATLAS) notifications

e retaining Customer Service Excellence accreditation

e reviewing the new claims process using Lean Six Sigma techniques

e achieving DWP Fraud and Error Reduction Incentive Scheme (FERIS) lower threshold
targets

e channel shift HB and CTRS customers to an online benefit claim form.

Case study 2 - Angus Council

12.

13.

Angus Council sets targets for all operational areas, and senior managers within the benefit
service meet each month to review service performance, discuss any variances and agree
any appropriate action. In addition, key performance information, including speed of
processing, overpayments, complaints and costs, is reported to senior officers and made
available to the public on the council's website.

The council has also introduced daily processing targets and regular feedback on processing
and accuracy performance is provided to staff to ensure that each member of staff fully
understands how their own performance impacts the overall service performance and delivery.
Performance is evaluated daily by the benefit service management team and used to agree
priorities for the next day. This effective management of productivity on a daily basis has
helped improve overall performance across all areas of the service.

Delivering outcomes

14.

Effective operational processes and IT systems, along with skilled staff help benefit services
deliver sound performance and continuous improvement.

Speed of processing

15.

16.

When customers claim benefit, it is a time of financial uncertainty for them and, as such, it is
essential that benefit services have sufficient fully trained and effective benefit processors in
place that can make informed decisions on complex benefit claims and pay benefit promptly.

Performance initiatives in respect of speed of processing are detailed in Appendix 3. These
include the two examples set out in the following paragraphs.

Case study 1 - Dumfries and Galloway Council

17. Dumfries & Galloway Council delivered improved speed of processing performance through:
e introducing assisted interviews to ensure customers fully understand what further
information is needed to support their claim at the earliest possible stage
Page 6 Housing Benefit Good Practice Guide:
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Delivering outcomes

e developing and delivering training to ensure all council and registered social landlord
staff, who serve as a point of contact with benefit customers, know what information to
ask for when a claim or a change notification is received and how to verify evidence as
acceptable and correct

e reviewing all new claims and changes where there are any delays with a view to
improving working practices and identifying any specific training requirements

e developing and introducing online forms that automatically populate the benefit IT system

e introducing an in-house performance management framework that has helped improve
individual performance.

Case study 2 - Clackmannanshire Council

18.

Clackmannanshire Council carried out a review of its working practices to identify process
improvements and as a result now carries out pre-assessment checks as soon as a claim or
additional information is received to determine if the claim can be processed and if not, the
customer is contacted and advised of what further information is required. This ensures that
only claims with sufficient information to process are passed to processing staff which has
resulted in significant improvements to claims processing times.

Accuracy

19.

The accurate and secure administration of HB should be a key priority for every council, and
to support this it should have a robust quality assurance framework in place. Performance
initiatives in respect of accuracy are detailed in Appendix 4. These include the example set
out in the following paragraphs.

Case study - Aberdeen City Council

20.

21.

Aberdeen City Council's Quality Assurance team are responsible for helping assessors to
make correct HB and council tax reduction decisions by providing advice, guidance, and
remedial training where appropriate. The Quality Assurance Plan 2015/16 sets out the team's
key priorities which include:

conducting quality assurance checks on 10% of decisions made by staff

e providing constructive feedback to team leaders and assessors

e providing training for all staff throughout the year, including staff in other departments
e monitoring staff performance in relation to its internal accuracy target

e creating and maintaining desk aids/procedures for staff to follow

¢ maintaining the Quality Assurance spreadsheet detailing staff’s individual accuracy.
On a daily basis a random sample of claims are selected from a benefit IT system report

which contains the cases which the council considers to be high-risk, based on previous
analysis. The Quality Assurance team aims to carry out ten full case checks for each assessor

Housing Benefit Good Practice Guide: Page 7
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Delivering outcomes

22.

23.

24.

25.

per month. In addition, the work of new staff, and staff that are under-performing, is subject to
a 100% management check, which is reduced incrementally as performance improves.

Where staff are under-performing, the council's Performance Management Policy is instigated
which involves discussions with staff to identify any underlying issues and the development of
a personalised performance plan which details:

e the required improvements in performance

e the support/training that will be provided

e the timescale for improvement

e how progress will be monitored and reviewed

e the potential consequences of failing to meet the required improvements.

The outcomes from the daily management checking activities are recorded electronically on a
Quiality Assurance database and subsequently extracted to a comprehensive spreadsheet
which the Quality Assurance team uses to summarise and analyse the data to identify trends
and patterns of error at individual, team and service level.

There is regular reporting of accuracy performance at the weekly benefit operational meeting
and the weekly management meeting, and summary performance at service, team and
individual level is updated monthly and displayed prominently on a 'performance wall' within
the benefit team area. The service has found the 'performance wall' to be very effective in
contributing to the significant improvements in speed of processing and accuracy performance
in 2014/15.

At the end of each year the Quality Assurance team produces a comprehensive report which
details the outcomes from all management checks, provides summary data on the types of
errors found, and information on the actions carried out by the team to deliver improvements,
for example, the issue of a weekly 'Did you know?' email.

Interventions

26.

27.

28.

To minimise error in the caseload, councils must encourage customers to report changes of
circumstances on time and have a robust intervention programme to identify changes and
take appropriate corrective action.

Over the last year this is an area where the DWP has increased its focus on fraud and
introduced FERIS to reward councils that are proactively working towards reducing fraud and
error in the benefit system. Audit Scotland recently carried out a review of activity in Scottish
councils to reduce fraud and error in the benefit system. The report is available on our
website.

Performance initiatives in respect of interventions are detailed in Appendix 5. These include
the two examples set out in the following paragraphs.
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Delivering outcomes

Case study 1 - Scottish Borders Council

29. Information is checked across systems such as social work financial assessments,
educational benefit applications, applications for a Discretionary Housing Payment (DHP),
council tax, and the SWF to identify and investigate any discrepancies.

30. Examples of how this has highlighted inconsistencies include tax credit information provided
for educational benefit claims which has differed from the information provided in respect of
HB claims, additional occupants have also been identified on SWF applications and changes
to rent liability and capital have come to light from homecare applications.

Case study 2- Renfrewshire Council

31. Renfrewshire Council has a strong commitment to encouraging and educating customers on
the importance of reporting a change of circumstances and uses a number of methods to
achieve this. For example:

e including a reminder to report any change in circumstances in all outgoing mail

¢ including a quarter page reminder on reporting changes in the 'Renfrewshire Magazine'
that is issued quarterly to all residents, and a reminder in the annual council tax booklet

e having a regular benefit advice column in the local newspaper
e providing examples on the council website of the types of changes of circumstances that
should be reported, and advice on how to report a change.
32. The service has continued to support a visiting officer who has carried out a review of the
following claim types:
e war pension cases

e earned income where there has been no change to tax credits.

Overpayments

33. To protect public funds, councils should take appropriate steps to ensure that overpayments
are minimised and that when they do occur they are correctly classified for subsidy purposes
and rigorously recovered. This is an area which Audit Scotland has found to be weak in a
number of councils and reported in our HB risk assessment reports and in our review of HB
subsidy certification issues 2014/15.

34. With the introduction of FERIS the level of overpayments identified is expected to increase
and therefore recovery methods should be efficient and effective with performance accurately
recorded, monitored and reported. Performance initiatives in respect of overpayments are
detailed in Appendix 6. These include the example set out in the following paragraphs.

Case study - Glasgow City Council

35. The council has a clear and structured approach to the recovery of overpayments and has a
number of initiatives focused on preventing overpayments from occurring. These include:

e regular dialogue with landlords regarding their responsibilities to report changes
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Delivering outcomes

e  phoning customers to encourage repayment

e regularly discussing overpayment recovery performance at service performance
meetings, and at a separate scrutiny meeting to specifically address overpayment issues

e developing a HB overpayments action plan which details issues that are impacting the
recovery of overpayments, and the actions that are required to address these.

36. The council also has an excellent working relationship with Glasgow Housing Association
(GHA), its largest RSL. As part of this relationship, a benefit officer is co-located in four GHA
area housing offices and an IT interface has been developed which automatically suspends a
benefit claim when a GHA tenant changes address. There are also regular meetings between
the council and GHA where overpayment recovery is a standing agenda item.

37. As aresult of these initiatives and new arrangements the council has developed for dealing
with GHA tenants' overpayments, the value of GHA tenants' overpayments outstanding
reduced significantly from £286,670 at October 2013 to £57,345, at October 2014, a reduction
of approximately 80%.

Appeals and Reconsiderations

38. Customers who disagree with the council’s decision on the manner in which their benefit
application is processed have a right to request the claim to be reconsidered, and to appeal
against the decision. Performance initiatives in respect of appeals and reconsiderations are
detailed in Appendix 7. These include the example set out in the following paragraphs.

Case study - Dundee City Council

39. When a customer submits a request for a reconsideration or appeal it is reviewed by an officer
not involved in the original decision. The outcomes from requests for reconsiderations and
appeals are recorded on a spreadsheet which contains comprehensive management
information. For example:

e the date the request was received and the reason for the dispute
e details of the officer involved in the original decision

e the date the customer was advised of the outcome.

Counter-fraud

40. The prevention, detection and investigation of fraudulent claims are important aspects of a
secure and effective benefit service. Counter-fraud activities help to protect public funds by
ensuring that fraudulent claims are identified and sanctions are applied where appropriate.

41. In line with the Autumn Statement by the Chancellor of the Exchequer on 5 December 2013,
the DWPs SFIS was launched to bring together welfare benefit fraud investigations currently
undertaken by DWP, local authorities and Her Majesty's Revenue and Customs. As part of the
national roll out, the responsibility for investigating HB fraud in all Scottish councils has now
transferred to DWPs SFIS.
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Endnotes

42. However, many Scottish councils have retained investigators to focus on fraudulent activity
not covered by SFIS. Performance initiatives in respect of counter-fraud are detailed in
Appendix 8. These include the example set out in the following paragraph.

Case study - North Ayrshire Council

43. In order to retain experienced investigative resources, the council agreed to the establishment
of a Corporate Fraud Team under the responsibility of the Senior Manager for Internal Audit
and Risk Management. The creation of the Corporate Fraud team makes best use of the
differing but complementary skills of internal auditors and fraud investigators. This
arrangement has been mutually beneficial to both the on-going development of the officers in
the enlarged Internal Audit and Risk Management team and to the council as a whole in
tackling fraud and error.

Endnotes

Benefits Performance Audit Annual Update 2014/15, Audit Scotland June 2015

Review of activity to reduce fraud and error in housing benefit, Audit Scotland September
2015

Housing benefit subsidy certification 2014/15, Audit Scotland January 2016
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Appendix 1 - National and local priorities

Appendix 1 - National and local priorities

Dundee City Council created a Corporate Welfare Reform Group (CWRG) and a Revenues The achievement of external funding and the
Division Welfare Reform Group. The CWRG makes use of a welfare reform risk register which forward planning and consultative approach
is reviewed monthly with updates provided to the council’s Strategic Management Team. A taken by many councils could help to ease
number of significant risks have been identified which include the implementation of UC, the the transition to UC for customers and
potential shortfall in income to the council, and the adverse impact on the homeless service. councils.

The council has a number of work streams and initiatives in place. These include:
e  bringing forward its personal computer modernisation programme.

e training library staff to assist customers to apply for work and benefits online

e the provision of a budgeting service to help customers manage their finances

e successfully achieving funding from The Big Lottery Fund which has resulted in the
creation of a specialist welfare reform team responsible for implementing initiatives within
communities to help minimise the impact of the welfare reform changes.

South Lanarkshire council's corporate priority of reducing callers at the council's local Multi-skilled staff enable the council to make
Question and Answer (Q&A) one stop facility offices saw the benefit service opening a call best use of its resources and free up

centre with trained call handlers to deal with all benefit enquiries and promoting the use of its valuable time for processing staff to deal with
online facilities, including a claim form, a changes of circumstances form and a benefit more complex enquiries.

calculator. Assistance in the completion of online forms is provided by the call centre and local
Q&A staff as required. Face-to-face enquires are dealt with by trained customer service
officers at the local Q&A offices. In recognition of the extensive work the Q&A one stop facility
has done to meet the needs of its customers, a Customer Service Excellence accreditation
award was achieved.

Page 12 Housing Benefit Good Practice Guide:

116



Appendix 1 - National and local priorities

Council Benefit

East Ayrshire Council's £705,000 Welfare Reform Fund was created to help mitigate the The achievement of external funding and the
impact of welfare reforms and also to provide additional funding to the Citizens Advice Bureau financial inclusion activity could help to

to help them support those impacted by the changes. The council also extended its ensure citizens receive appropriate
partnership based Financial Inclusion Group and developed a financial inclusion strategy to information and support.

ensure citizens can readily access information, advice and support.

Scottish Borders Council adopted a collaborative working approach to welfare reform and Working with partners to share the
integrated its welfare reform programme into the local community planning process. The responsibility for ensuring customers are
Welfare Reform Project forms part of the Future Model of Public Service Delivery community provided with relevant information in
planning theme managed by a joint delivery team comprising of senior executives from preparation for welfare reform changes.

partner organisations and the council's Chief Executive.

In addition, the long established Strategic Partnership Against Poverty Group, which is chaired
by the senior manager of the Welfare Benefits Service and Housing Strategy, comprises a
range of external stakeholders, has undertaken a huge amount of activity including delivering
two welfare reform conferences and the creation of a ‘'welfare aware campaign'. The Group
meets quarterly to monitor progress against actions.

Glasgow City Council's Revenues and Benefits division has close working relationships with Helps to ensure citizens receive appropriate
key stakeholders which have assisted customers. Initiatives included: information and support to claim the benefits
e working with the Registrar's department to ensure that recently bereaved customers are to which they are entitled.

receiving the correct amount of benefit and discounts

e publicising and providing a tailored service to provide additional support to first time
claimants

e working with the Long Term Conditions and MacMillan Service, a free and confidential
money advice and support service.

South Ayrshire Council's local priorities include sustaining the benefit service and retaining its Helping to ensure the benefit service is
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Appendix 1 - National and local priorities

Council Benefit

experienced staff until the migration of the HB caseload to UC. To that end, the service took sustained during a period of uncertainty
over the responsibility for administering applications for free school meals, clothing grants, the regarding the roll out of UC and is able to
SWF, the CTRS and an increased DHP fund. Furthermore, in recognition of the slowdown of provide financial support in a range of areas.

the roll out of UC temporary benefit posts were made permanent.

A visiting service is provided for housebound customers by Stirling Council. Volunteers from This could help to ensure housebound

the community are provided with training to identify customers that might be entitled to citizens receive the appropriate information,
benefits or, who might be affected by the changes arising from the welfare reform agenda. advice and support and receive the benefits
These volunteers, known as 'spotters/referrers' help customers to contact the appropriate they are entitled to.

department for more information, guidance and support.
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Appendix 2 - Business planning and
performance reporting

Council Benefit

Aberdeen City Council has a performance wall within the benefit service, which is updated monthly Staff are keen to improve their

and shows speed of processing and accuracy performance at service, team, and anonymously at individual performance which helps
individual level. This is an innovative approach which the council told us has been very effective in to drive team and service
contributing to significant improvements in speed of processing and accuracy performance in 2014/15. performance improvements.
Angus Council has introduced daily processing targets and performance is evaluated daily by the Service performance is regularly
benefit service management team and used to agree priorities for the next day. This effective reviewed and prompt action can be
management of productivity on a daily basis has improved performance across all areas of the service. taken to re-prioritise workloads and

address any issues such as staff/
team under-performance.

North Ayrshire Council has a directorate plan setting out how the directorate will contribute to the Clearly setting out key objectives
council’'s Good to Great Journey. The performance indicators in the plan include targets for speed of and targets for the service helps
processing and the gross administrative cost per case. This is supported by an operational plan which ensure that performance is kept in
details the key improvement actions to be delivered, with associated completion dates. These include: view and regularly reviewing

e implementing software to maximise the automation of DWP Automated Transfer to Local Authority progress against the plan will help
Systems (ATLAS) notifications the service prioritise its workload and
focus resources on areas that

e retaining Customer Service Excellence accreditation .
require improvement.

e reviewing the new claims process using Lean Six Sigma techniques

e achieving DWP Fraud and Error Reduction Incentive Scheme (FERIS) lower threshold targets

° channel shift HB and CTRS customers to an online benefit claim form.
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Appendix 3 - Speed of processing

Appendix 3 - Speed of processing

Clackmannanshire Council and Scottish Borders Council carry out a pre-
assessment check as soon as a claim or additional information is received
to determine if a claim can be processed. Where a claim cannot be
progressed, the customer is contacted and advised of what further
information is required.

Only claims where all information received that is required to
process a payment are referred for assessment. This ensures
that experienced processing staff are used to best effect.

Dundee Council and Midlothian Council have a fast-track scheme where the
council has a stated commitment to process a claim within a specific number
of days if all relevant information is provided by the customer at the first
point of contact.

Customers are encouraged and educated on the benefits of
providing the correct information at the first point of contact.
Widely advertised, a fast-track process could also benefit
landlords by enabling quicker payments and reducing the
potential for rent arrears.

Fife Council implemented a timed appointment system, along with a text
reminder service for customers to attend appointments.

Improve interview attendance rates and increase the number of
customers that attend with the correct information.

Stirling Council provided each member of staff with training in a specialism,
for example homelessness claims, and reviews this approach annually.

Staff gain greater experience across the full range of claim
types and have increased confidence to make decisions across
a number of areas of the business leading to better use of
resources.

Midlothian Council has implemented dual monitors for processing staff.

Improved processing times and reducing the potential for
errors as access to benefit IT systems will be quicker and
simpler.

Midlothian Council has provided training on acceptable standards of
evidence to key internal and external stakeholders, including officers from

External agents would be trained and accredited by the council
to receive and copy evidence in support of a benefit claim. This
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Appendix 3 - Speed of processing

Council Benefit

housing associations and private sector leasing landlords. could help to ensure that a claim can be processed at the time
it is received with the need for requesting further information.

Western Isles Council closes the benefit offices to the public one day each Staff have more time to process benefit claims uninterrupted.
week and has introduced an appointment system at all other times.

Edinburgh City Council and the Scottish Borders Council have implemented Increased productivity and reduced sickness leave.
a home working solution for processing staff to work from home.

Glasgow City Council and Edinburgh City Council have located a benefit Improved liaison with housing association staff, the ability to
processor within housing association office accommodation and provide that prioritise and action cases that require urgent attention which,
officer with a facility to access the council's benefit IT systems. in turn, could help reduce the potential for rent arrears.
Dumfries and Galloway Council has delivered improved speed of processing Engaging with customers and stakeholders, and regularly
performance through: reviewing the reasons for delays in claims processing could
e introducing assisted interviews to ensure customers fully understand help to ensure that consistent information is being
what further information is needed to support their claim at the earliest disseminated in respect of the correct completion of claim
possible stage forms and on the required level of evidence. This could lead to

an increase in the number of claims received that can be

e developing and delivering training to ensure all council and registered
Ping g g d processed without the need for further action.

social landlord staff who serve as a point of contact with benefit
customers know what information to ask for when a claim or a change
notification is received and how to verify evidence as acceptable and
correct

e reviewing all new claims and changes where there are any delays with
a view to improving working practices and identifying any specific
training requirements

e developing and introducing online forms that automatically populate the
benefit IT system
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Council Benefit

e introducing an in-house performance management framework that has
helped improve individual performance.
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Appendix 4 - Accuracy

Glasgow City Council benefit staff record any errors found during the assessment A better understanding of the type and frequency of
process on a log which is reviewed to identify patterns of error and areas where errors found could help identify staff that are under
remedial training could be beneficial. performing and require support. A more holistic approach

could also help the service reduce the number of LA
error overpayments and maximise the available subsidy.

The outcomes from Aberdeen City Council's daily management checks are Detailed analysis of management checks could help
recorded electronically on a quality assurance database and subsequently identify areas that require further investigation while
extracted to a comprehensive spreadsheet. This data is analysed and summarised providing a holistic view of the service's accuracy
to identify trends and patterns of error at individual, team and service level. performance.
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Appendix 5 - Interventions

Aberdeen City Council's annual Interventions strategy sets out a programme of
intervention activity. The council records the outcomes from all interventions
including those where there is no change to benefit, and analyses outcomes in

The council has a dedicated interventions team and produces an annual report
summarising interventions activity which is used to determine the overall
effectiveness of the service's approach, and set the focus and interventions
timetable for the following year

respect of the number of changes identified including the value of those changes.

The creation of a specialist interventions team in
conjunction with an annual programme of interventions
activity allows the council time to focus in greater detall
on the areas that are considered to pose the greatest risk
of having un-reported changes.

Good use of outcome data and recording the number and
value of un-reported changes identified establishes the
effectiveness of each intervention campaign.

North Ayrshire Council used the set-up funding from the DWP's FERIS
programme in 2014/15 for a Pan Ayrshire radio publicity campaign to raise
awareness of reporting changes of circumstances. The council is also using

a bespoke FERIS module to identify and engage with customers assessed as
high risk.

maintenance funding in 2015/16 to employ one dedicated FERIS officer and using

Good partnership working helps to develop and enhance
working relationships while ensuring a consistent
approach to publicising and raising awareness of the
need to report changes of circumstances.

Renfrewshire Council uses a number of methods to encourage and educate
customers on the importance of reporting a change of circumstances and uses a
number of methods to achieve this. For example:

e including a reminder to report any change in circumstances in all outgoing
mail

e including a quarter page reminder on reporting changes in the '‘Renfrewshire
Magazine' that is issued quarterly to all residents, and a reminder in the

Regularly engaging with customers can help improve the
understanding of the requirement to notify the council of
a change of circumstances and could help reduce the
number and value of overpayments.
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Council Benefit

annual council tax booklet
e having a regular benefit advice column in the local newspaper

e providing examples on the council website of the types of changes of
circumstances that should be reported, and advice on how to report a
change.

The service also supported a visiting officer who has carried out a review of the
following claim types:
e war pension cases

e earned income where there has been no change to tax credits.

Information is checked across Scottish Borders Council's systems such as social Information from other systems could help identify un-
work financial assessments, educational benefit applications, DHP, council tax reported changes of circumstances that might otherwise
and the SWF to identify and investigate any discrepancies. have gone undetected resulting in the early intervention

. : . o . . . in respect of incorrect claims.
These checks highlighted inconsistencies, including tax credit information P

provided for educational benefit claims which differed from the information
provided in respect of HB claims, additional occupants were identified on SWF
applications, and changes to rent liability and capital came to light from scrutiny of
homecare applications.
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Appendix 6 - Overpayments

Renfrewshire Council and North Ayrshire Council immediately Minimises the risk of an overpayment arising and is considered good
suspend a claim when it is clear that the reported change would practice and an effective approach to caseload management.
result in an overpayment.

Renfrewshire Council uses Direct Earnings Arrestment (DEA) as Ensures that the council can initiate recovery of an overpayment where

a means of recovering overpayments. all other avenues may have been exhausted.

North Ayrshire Council regularly reviews cases with ongoing Ensures that recovery levels are accurate and set at the appropriate level
deductions. or, where there is a change in the customer's circumstances that could

result in an increase to the amount being recovered, that the maximum
amount of benefit is being recovered.

North Ayrshire Council phones customers, where possible, to Direct personal engagement with customers could help facilitate
encourage payment. increased payments and quicker repayment of overpayments.

Glasgow City Council's benefit staff that are co-located within The co-location of a council officer in housing association offices can lead
housing association offices have a direct IT interface which to improved liaison and dissemination of information across both
automatically suspends a benefit claim when a housing organisations. The example provided has resulted in the council
association tenant changes address. developing new arrangements for its housing association tenants which

has seen an 80% reduction in the value of housing association related
overpayments outstanding from October 2013 to October 2014.

Falkirk Council has a separate product code or unigue identifier Ensures that fraud overpayments are easily identifiable and can be
on the benefit IT systems for fraud overpayments. monitored and prioritised for recovery to act as a deterrent to others
considering fraud against the council.
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When a customer submits a request for a reconsideration or
appeal to Dundee City Council, it is reviewed by an officer not
involved in the original decision. The outcomes are recorded on a
spreadsheet which contains comprehensive management
information. For example:

e the date the request was received and the reason for the
dispute

o details of the officer involved in the original decision

e the date the customer was advised of the outcome.

Appendix 7 - Appeals and reconsiderations

Appendix 7 - Appeals and reconsiderations

The independent review of benefit decisions provides a level of

assurance that all decisions that have been challenged have been
rigorously scrutinised which could help reduce the number of subsequent

appeals.

Recording and analysing outcomes can help identify recurring issues and
determine how effective the service is against internal targets for dealing

with reconsiderations and appeals.
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Appendix 8 - Counter-fraud

Dundee City Council has taken a proactive approach to address The council retains the skills, knowledge and experience of its
the potential loss of fraud officers to the DWP's SFIS by putting a benefit fraud team which are transferrable and beneficial to the
Corporate Fraud and Corruption Policy and a Corporate Fraud investigation of corporate fraud.

Action Plan in place which adopt the National Fraud Authority's
(NFA) ‘Fighting Fraud Locally' strategy. This allows the
experience of the counter-fraud team to remain in-house to carry
out investigations in specific high-risk pilot areas such as the
CTRS, housing tenancies, and blue badges.

North Ayrshire Council agreed to the establishment of a Corporate The council retains the skills, knowledge and experience of its
Fraud Team under the responsibility of the Senior Manager for benefit fraud team which are transferrable and beneficial to the
Internal Audit and Risk Management. The creation of the investigation of corporate fraud.

Corporate Fraud Team was to ensure that best use was made of
the differing but complementary skills of Internal Auditors and
Fraud Investigators. In particular, the fraud investigators had
specialist training in interview skills.
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NORTH AYRSHIRE COUNCIL

Agenda Iltem 12
14 November 2016

Audit and Scrutiny Committee

Title:

Consolidation of School Funds

Purpose: To update the Committee on the management of

school funds across the Council.

Recommendation: That the Committee notes the recommendation to

maintain the status quo of school funds being
managed individually per school.

11

1.2

2.1

Executive Summary

Education and Youth Employment were asked to review the current
management arrangements for school funds and to consider the
benefits of merging all school fund bank accounts into one centrally
held account.

The review concluded that in the current financial climate the
investment income would not be sufficiently large to progress this
proposal. Therefore it is recommended that schools continue to
manage their school fund accounts individually.

Background

Education and Youth Employment were asked to consider merging
school fund accounts in a recent internal audit report. These funds
are currently held in separate bank accounts by each school
independent of council funds. On an annual basis each fund must
produce a statement of account and be independently audited. The
expense of this audit is borne by the fund itself. In addition to the audit
the account information is passed to Financial Services who run a
series of checks to ensure all the appropriate governance is in place.
Any issues that arise are highlighted to the Head of Service (Schools)
to pursue.
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2.2

2.3

2.4

2.5

The value of the school funds at 30 June 2015 are shown below:
More up to date information is not available as the 2016 accounts are
being prepared. It should be noted that the values tend to be
consistent year on year.

Closing Balance at 30 Expenditure during
June 2015 year to 30 June
2015

Early Years Centres £57.353 £102,188

(25 accounts)

Primary Schools £320,198 £087,331

(43 accounts)

Secondary Schools £420,031 £1,140,966

(9 accounts)

ASN Schools £53,836 £38,417

(4 accounts)

Total All

Establishments £851,418 £2,268,902

(81 accounts)

This table shows the balances and turnover within all the accounts.
The expenditure levels indicate the volume of transactions that go
through the bank accounts. The bulk of this expenditure takes place
towards the end of the academic year as schools go on their annual
trips. This would suggest that the accounts will have much more than
the closing values in them for long periods of the year.

The request is to consider consolidating all funds together into one
manageable account. This account could then be managed centrally
with the requirement to produce only one set of accounts. This model
of delivery would only be viable if the investment income earned by
this account is able to fund staffing support to manage this global
fund. There is no capacity within any one school to undertake this role.

Although the funds are substantial they would not generate sufficient
returns to allow this delivery model to progress. Assuming an average
balance of £1m for most of the year and gaining an interest of 0.75%
then the return would be £7,500 per year. This level of return is not
sufficient to create an additional resource. Rates are based on current
market conditions.
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2.6 In addition to staffing resources, there would be a requirement for
each school to continue to require the ability to bank their own monies
and draw cheques against their own balances. As the estimated return
is very low, sourcing of a banking product suitable to manage the

volume of accounts within a single account was not pursued.

3. Proposals

3.1 Given the low value of additional income a consolidated approach to
school funds is not recommended. This can be re-visited if the market

conditions significantly change.

4. Implications

Financial: None.
Human Resources: None.
Legal: None.
Equality: None.
Environmental & None.
Sustainability:

Key Priorities: None.
Community Benefits: [None.

5. Consultation

5.1  Full consultation has taken place with the Head of Service for Schools.

Reference :

Lecorhil

LAURA FRIEL
Executive Director (Finance and Corporate Support)

For further information please contact Margaret Hogg, Head of Finance on

01294 324560

Background Papers
0
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NORTH AYRSHIRE COUNCIL

Agenda Iltem 13
14 November 2016

Audit and Scrutiny Committee

Title: Audit Scotland report - Maintaining Scotland's
Roads
Purpose: The Committee is invited to note the recent report

prepared by Audit Scotland on Maintaining Scotland's
Roads.

Recommendation: That the Committee (a) notes the findings of the Audit

Scotland Report and (b) notes the recommendations
contained in the Audit Scotland report and intended
North  Ayrshire actions, and (c) notes the
improvements achieved by North Ayrshire in

maintaining its public road network.

11

1.2

Executive Summary

Audit Scotland published its follow up report Maintaining Scotland’s
Roads in August 2016. A copy of the report is attached in Appendix 1.
The report highlights that proper maintenance of the road network is
vital to Scotland’s economic prosperity and for road users to travel
safely. It considers that Roads Authorities, locally and nationally,
urgently need to demonstrate a much greater commitment to
innovation, comparing relative efficiency and being clearer with the
public about the impact on road condition of agreed spending levels.

The Scottish Road Maintenance Condition survey results indicate that
the condition of council maintained roads has remained stable at
around 63 per cent in acceptable condition over the period 2011/12 to
2014/15. While 13 authorities increased their spending, overall council
expenditure on roads maintenance continues to decrease, from £302
million in 2011/12 to £259 million in 2014/15 (14 per cent). Overall,
councils spent £33 million (13 per cent) less on planned and routine
maintenance in 2014/15 than the Society of Chief Officers of
Transportation Scotland considered necessary to maintain the current
condition of local roads.
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In 2014/15 North Ayrshire's Road Condition Index (RCI), outlining
roads that should be considered for maintenance treatment, was
39.1%, this was an improvement from 43.8% in 2011/12. Since
2011/12 to 2014/15 North Ayrshire have improved our RCI by 4.7%
and are the 4" most improved local authority despite facing the 13th
largest budget reduction in Scotland.

The condition of trunk roads also declined from 90 per cent in
acceptable condition in 2011/12 to 87 per cent in 2014/15. Transport
Scotland’s expenditure on trunk roads maintenance fell from £168
million in 2011/12 to £162 million in 2014/15 (four per cent). It spent
£24 million (38 per cent) less on structural maintenance in 2014/15
than considered necessary to maintain trunk road condition at its
current levels.

The Audit Scotland report makes a number of recommendations for
Local Authorities. An Action Plan has therefore been developed by
officers for North Ayrshire which is detailed at Appendix 2.

The Council completed a fundamental review of the Roads Service in
2015. A copy of the report to Cabinet is attached at Appendix 3.

Background

In November 2004 the Auditor General for Scotland and the Accounts
Commission published Maintaining Scotland’s roads. Follow up
reports were published in February 2011 and May 2013.

The follow up report in 2011 found that Scotland’s road condition had
worsened since 2004 and spending on road maintenance had fallen.
As a result, the Scottish Government instigated a National Review of
Road Maintenance (NRMR) later in 2011. The NRMR was published
in July 2012 and recommended 30 actions under the following 6 main
themes:

Better asset management

The use of performance information to support benchmarking
Using innovation

Enabling faster progress in improving road condition

Considering different delivery models including the scope for
better collaboration.

e Communication with industry partners and road users.
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The follow up report in May 2013 examined councils’ progress in
implementing the recommendation in the 2011 audit report. The 2013
audit report found the following:

The condition of local roads had improved marginally since 2010.
Some progress had been made with the introduction of Roads
Asset Management Plans (RAMPS)

The NRMR was progressing but significant new ways of working
would take time to put in place.

Overall, the Accounts Commission recognised that although Council’s
were facing budget constraints they required to improve the condition
of Scotland’s roads more quickly.

The recent Maintaining Scotland’s Roads follow up report published in
August 2016 follows up on the previous reports of 2011 and 2013. It
reviews:

Changes in road condition and spending on roads maintenance
since the 2011 report

Progress made against previous audit recommendations

Progress in implementing the actions set out in the NRMR, in
particular Option 30 (exploring the optimum delivery of road
maintenance services).

In carrying out the audit the auditors

YV VY

analysed performance data, in particular road condition and
spending on roads maintenance
they reviewed other key information and documents such as:

Transport Scotland strategic documents

Roads Collaboration Programme updates and reports

Scottish Roads Research Board documentation

User survey results, such as those generated from the Scottish
Household Survey and the National Highways & Transport
Network Survey

They conducted fieldwork at a sample of 11 roads authorities
(NAC were not included), where they reviewed strategic
documents such as Roads Investment Strategies, Roads Asset
Management Plans and Annual Status and Options Reports.

They interviewed senior officers and elected members at a sample
of ten councils (NAC were not included), and senior officers at
Transport Scotland.
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The report has two parts:

e Part 1 outlines the condition and cost of maintaining Scotland’s
roads.

e Part 2 reviews progress made in improving the management of
roads maintenance

Part 1 of the report advises that the overall condition of council
maintained roads has remained stable at around 63% in acceptable
condition over the period 2011/12 to 2014/15. In 2014/15 North
Ayrshires Road Condition Index (RCI), road that should be considered
for maintenance treatment, was 39.1%, this was an improvement from
43.8% in 2011/12. Since 2011/12 to 2014/15 North Ayrshire have

improved our RCI by 4.7% and are the 4" most improved local
authority despite facing the 13th largest budget reduction in Scotland.

Part 2 of the report advised that roads authorities need clear Roads
Asset Management Plans (RAMP) for managing their road network.
North Ayrshires RAMP was approved by the Executive of North
Ayrshire Council in February 2012 and is reviewed on an annual
basis. North Ayrshire Council fully participate in the SCOTS Asset
Management Project and an officer from the Council is on the SCOTS
Asset Management Steering Group.

Part 2 of the report also advises that progress in delivering a shared
service approach to road maintenance has been disappointingly slow
and that the focus of collaboration has so far been on specific areas of
activity. It notes that the Road Collaboration Programme (RCP) was
launched in November 2013 and it has been working with Councils’ to
establish 5 regional working groups to explore opportunities for
collaborative working. The Council is engaging with other Councils
within the South Exploratory Group.

The Audit Scotland report makes a number of recommendations for
the Strategic Action Group, for Councils, for Transport Scotland and
for the Society of Chief Officers of Transportation Scotland (SCOTYS).
The specific recommendations suggested for Councils are:

e Ensure that they work closely with the Roads Collaboration
Programme and regional group partners to determine the extent of
shared service models for roads maintenance operations;

e Ensure that they implement the findings of the consultant's review
of Roads Asset Management Plans (RAMPS) where relevant;

e Implement methods for assessing and comparing councils' roads
maintenance efficiency with the aim of identifying and learning
from councils delivering services more efficiently;
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e Use the National Highways & Transport (NHT) Network Survey, or
similar, to obtain user views and perceptions of roads services
consistently;

e Use the results of user surveys to develop more proactive ways of
engaging with the public over roads maintenance issues, and to
help inform scrutiny and challenge of roads maintenance
budgetary proposals;

e Ensure that they use their RAMPs to inform elected members and
Scottish ministers of long-term investment plans for maintaining
roads that take into account the whole-life costing of treatment
options;

e Ensure that the consequences of spending less than that
necessary to maintain current road conditions adequately features
in budget-setting processes to allow elected members and
Scottish ministers to make informed choices which take account of
competing demands and priorities.

In order to address the recommendations for Councils contained in
Audit Scotland's report, officers have developed an Action Plan which
is detailed at Appendix 2.

In 2015 the Council completed a fundamental review of its Roads
service, a copy of the report is attached at Appendix 3 for information.
The report addresses many of the issues raised in the Audit report.

3. Proposals
3.1 It is proposed that the Committee (a) notes the findings of the Audit
Scotland Report attached at Appendix 1 (b) notes the
recommendations contained in the Audit Scotland report and intended
North Ayrshire actions detailed in the Action Plan at Appendix 2, and
(c) notes the improvements achieved by North Ayrshire in maintaining
its public road network.
4. Implications
Financial: None
Human Resources: None
Legal: None
Equality: None
Environmental & The external report provides reassurance that
Sustainability: North Ayrshire Council's road condition index has
improved by 4.7% and North Ayrshire are the 4"
most improved local authority in Scotland.
Key Priorities: None
Community Benefits: |[None
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5. Consultation

5.1 In preparing the Maintaining Scotland’s Roads follow up report, Audit
Scotland consulted with senior officers for a sample of 10 local
authorities and Transport Scotland. North Ayrshire was not included in

this sample.

CRAIG HATTON
Executive Director (Place)

Reference : CD/RM
For further information please contact Campbell Dempster, Team Manager

Network on (01294) 324845

Background Papers
0
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Appendix 1

Maintaining
Scotland’s roads

.

A follow-up report

ACCOUNTS COMMISSION &/ AUDITORGENERAL &
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The Accounts Commission

The Accounts Commission is the public spending watchdog for local

government. We hold councils in Scotland to account and help them improve.

We operate impartially and independently of councils and of the Scottish
Government, and we meet and report in public.

We expect councils to achieve the highest standards of governance and
financial stewardship, and value for money in how they use their resources
and provide their services.

Our work includes:

* securing and acting upon the external audit of Scotland’s councils
and various joint boards and committees

» assessing the performance of councils in relation to Best Value and
community planning

* carrying out national performance audits to help councils improve
their services

* requiring councils to publish information to help the public assess
their performance.

You can find out more about the work of the Accounts Commission on
our website: www.audit-scotland.gov.uk/about/ac

Auditor General for Scotland

The Auditor General’s role is to:

* appoint auditors to Scotland’s central government and NHS bodies
* examine how public bodies spend public money

* help them to manage their finances to the highest standards

* check whether they achieve value for money.

The Auditor General is independent and reports to the Scottish Parliament
on the performance of:

» directorates of the Scottish Government

e government agencies, eg the Scottish Prison Service,
Historic Environment Scotland

* NHS bodies

e further education colleges

* Scottish Water

* NDPBs and others, eg Scottish Police Authority, Scottish Fire and
Rescue Service.

You can find out more about the work of the Auditor General on our website:
www.audit-scotland.gov.uk/about/ags

Audit Scotland is a statutory body set up in April 2000 under the Public
Finance and Accountability (Scotland) Act 2000. We help the Auditor General
for Scotland and the Accounts Commission check that organisations
spending public money use it properly, efficiently and effectively.
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Key facts

Trunk roads, and motorways are
maintained by Transport Scotland.
Local roads are maintained
by councils

Spending on trunk
roads maintenance £162

in 2014/15 miIIion/
Road users
dissatisfied
57 with road
per cent AEthifely
Trunk roads in 2014
that are in 87
acceptable per cent
condition
Spending on local Council maintained
roads maintenance £259 63 roads that are in
in 2014/15 million per cent acceptable condition
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Summary

1 The proper maintenance of the road network is vital to Scotland'’s
economic prosperity and for road users to travel safely. Roads
authorities, locally and nationally, urgently need to demonstrate a
much greater commitment to innovation, comparing relative efficiency
and being clearer with the public about the impact on road condition
of agreed spending levels. It is clear that the status quo is no longer an
option if there is to be any improvement in road condition. A longer-
term view is required, one that takes into account both the need for
new roads and the maintenance of the existing road network.

2 Independent survey results indicate that the condition of council-
maintained roads has remained stable at around 63 per cent in
acceptable condition over the period 2011/12 to 2014/15. There is
significant variation in road condition among councils. There is also
concern that the survey approach does not always pick up the full extent

of failures in the structural integrity of lower road layers. Fifty-seven road S

per cent of users report that road condition is a major concern. While "y

13 authorities increased their spending, overall council expenditure on aUthOl’ItleS
roads maintenance continues to decrease, from £302 millionin 2011/12to need to

£259 million in 2014/15 (14 per cent). Overall, councils spent £33 million

(13 per cent) less on planned and routine maintenance in 2014/15 than demonStrate
the Society of Chief Officers of Transportation Scotland considers was greater

necessary to maintain the current condition of local roads. .
commitment
3 The condition of trunk roads declined from 90 per cent in acceptable to improving

condition in 2011/12 to 87 per cent in 2014/15. Most of this decline

is associated with the condition of motorways. Transport Scotland road

attributes this to more resurfacing work, instead of more expensive condition

reconstruction which would also improve the condition of the

lower road layers. Transport Scotland’s expenditure on trunk roads

maintenance fell from £168 million in 2011/12 to £162 million in 2014/15

(four per cent). It spent £24 million (38 per cent) less on structural

maintenance in 2014/15 than it considers was necessary to maintain

trunk road condition at its current levels.

4 In the current context of reduced public spending, the competing
priorities of some services, such as education, health and social care
mean that roads maintenance budgets may be put under further
pressure. There is evidence that roads authorities are better prioritising
and targeting roads maintenance, and using cheaper treatment
options. This has helped available budgets go further but carries risks.
Increasing the use of surface dressing might help to maintain the
condition of the surface of the road network in the short term, but this
may not deliver value for money in the longer term. It is important that
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proper scrutiny and challenge includes taking account of all options
and users’ views when considering spending on roads.

Progress with introducing a shared services approach to roads
maintenance, a central theme of the 2012 National Roads Maintenance
Review, has been disappointingly slow. Councils are in the process of
establishing regional governance bodies for local roads maintenance
but there is still no clear plan and timetable for determining the extent
of shared services at an operational level. Scottish ministers want to
see councils make more progress, and be able to demonstrate the
efficiency savings and other benefits arising, before trunk roads could
be considered for inclusion in such regional arrangements.

Recommendations

The

Cou

Strategic Action Group should:’

Ensure that the Roads Collaboration Board works with regional group
partners to determine a clear plan and timetable for:

— supporting the development of regional arrangements for roads
services to secure the benefits arising, such as efficiencies,
increased service resilience and professional skills, while also
preserving local accountability

— making decisions on the extent of shared services at an
operational level

— learning lessons from existing shared service models such as the
Ayrshire Roads Alliance, Tayside Contracts and further afield

— establishing a baseline position, so that roads authorities can
measure the expected benefits from collaboration over time

— develop outcome measures which demonstrate the contribution
of well-maintained roads to Scotland’s economy.

ncils should:

Ensure that they work closely with the Roads Collaboration
Programme and regional group partners to determine the extent
of shared service models for roads maintenance operations

Ensure that they implement the findings of the consultant’s review
of Roads Asset Management Plans (RAMPs) where relevant

Implement methods for assessing and comparing councils’ roads
maintenance efficiency with the aim of identifying and learning
from councils delivering services more efficiently

Use the National Highways & Transport (NHT) Network Survey,
or similar, to obtain user views and perceptions of roads
services consistently

Use the results of user surveys to develop more proactive ways
of engaging with the public over roads maintenance issues, and
to help inform scrutiny and challenge of roads maintenance
budgetary proposals.
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Councils and Transport Scotland should:

e Ensure that they use their RAMPs to inform elected members
and Scottish ministers of long-term investment plans for maintaining
roads that take into account the whole-life costing of treatment options

e Ensure that the consequences of spending less than that necessary
to maintain current road condition adequately features in budget-
setting processes to allow elected members and Scottish ministers
make informed choices which take account of competing demands
and priorities.

Transport Scotland should:

e Make road condition information publicly available for the
geographical areas of the trunk road network: North West, North
East, South East and South West Scotland

¢ |dentify unit cost or other efficiency measures to evaluate the value
for money provided by operating companies

e Consider the overall trend in performance of operating companies
and ensure it has appropriate mechanisms in place for addressing
areas of poorer performance

e Fully take account of the needs of the existing trunk road network
when considering the affordability of large-scale transport
investments taken forward within the Scottish Government’s
Infrastructure Investment Plan

e Consider its future strategy for maintaining the trunk road network.
The strategy should fully reflect the progress made by council
regional groupings in determining the extent of shared service
models for roads maintenance operations. If Transport Scotland
decides to renew its existing operating contracts, it should seek
to maximise opportunities for greater collaboration with councils
through contract conditions.

The Society of Chief Officers of Transportation Scotland
(SCOTS) should:

e Work with councils to implement the findings of the consultant’s
review of RAMPs, and promote good practice where it is identified

e Continue, as a matter of priority, to work with consultants to develop
methods for assessing and comparing how efficient councils are at
roads maintenance

e Focus the work of the Scottish Roads Research Board so that it
identifies a programme of research projects aimed at maximising
innovation and sharing current good practice in delivering roads
maintenance services.

This is the third time we have reported on roads maintenance in the last
six years. We expect the Strategic Action Group to publicly report on the
progress made on implementing the recommendations contained in this
report. It should publish this report no later than the end of December 2017.
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Background

1. In February 2011, the Auditor General for Scotland and the Accounts Commission
published Maintaining Scotland’s roads: A follow-up report (+). The audit
examined progress on implementing recommendations in Maintaining Scotland’s
roads which the Auditor General for Scotland and the Accounts Commission
published in November 2004. The 2011 audit report found the following:

e The condition of Scotland’s roads had worsened since 2004.

e Spending on roads maintenance had fallen, after taking account of road
construction inflation.?

e Roads authorities could improve how they manage roads maintenance,
for example by introducing Roads Asset Management Plans and
using performance indicators to help them benchmark against other
roads authorities.

e The Scottish Government should consider whether a national review of
how the road network is managed and maintained is needed to stimulate
service redesign and increase the pace of examining the potential for
shared services.

2. The Scottish Government and councils initiated a National Review of Road
Maintenance (NRMR) later in 2011. A Strategic Action Group, jointly chaired by
COSLA and the Minister for Transport and Islands, provided overall direction
to the NRMR. The findings of the NRMR, published in July 2012, identified 30
actions under six main themes:

e Better asset management, including prioritising investment in
roads maintenance.

e The use of performance information to support benchmarking.

e Using innovation.

e Enabling faster progress in improving road condition.

e Considering different delivery models, including the scope for greater
collaboration and the ‘optimum arrangements for the management and
maintenance of roads in Scotland’ (known as Option 30).

e Communicating with industry partners and road users.

The Supplement provides more details of the NRMR actions.

3. In May 2013, the Accounts Commission published Maintaining Scotland'’s
roads: An audit update on councils’ progress. The audit examined councils’
progress in implementing relevant recommendations in the 2011 audit report. It
also reviewed progress on implementing the actions set out in NRMR. The 2013
audit report found the following:

e The condition of local roads had improved marginally since 2010.
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e Some progress had been made with the introduction of RAMPs and
performance indicators but further work was needed.

e The NRMR was progressing but significant new ways of working would
take time to put in place.

4. Overall, the Accounts Commission recognised that although councils were
facing budget constraints, they needed to improve the condition of Scotland’s
roads more quickly.

About this audit

5. This audit follows up previous audit reports in 2011 and 2013. It reviews:

e changes in road condition and spending on roads maintenance since the
2011 report

e progress made against previous audit recommendations

e progress in implementing the actions set out in the NRMR, in particular
Option 30.

6. During the audit we:

e analysed performance data, in particular road condition and spending on
roads maintenance
e reviewed other key information and documents such as:
— Transport Scotland strategic documents
— Roads Collaboration Programme updates and reports
— Scottish Roads Research Board documentation

— User survey results, such as those generated from the Scottish
Household Survey and the National Highways & Transport
Network Survey

e conducted fieldwork at a sample of 11 roads authorities, where we:

e reviewed strategic documents such as Roads Investment Strategies,
Roads Asset Management Plans and Annual Status and Options Reports

e interviewed senior officers and elected members at a sample of ten
councils, and senior officers at Transport Scotland.

7. The report has two parts:
e Part 1 outlines the condition and cost of maintaining Scotland’s roads.

e Part 2 reviews progress made in improving the management of
roads maintenance.
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Part 1

The condition and cost of maintaining
Scotland’s roads

Key messages

1 Independent survey results indicate the overall condition of council-
maintained roads has remained stable, at around 63 per cent in
acceptable condition over the period 2011/12 to 2014/15. Road condition
varies among individual councils from 44 per cent to 79 per cent in
acceptable condition. While 13 authorities increased their spending,
overall council expenditure continues to decrease, from £302 million in
2011/12 to £259 million in 2014/15 (14 per cent). Overall, councils spent
£33 million (13 per cent) less on planned and routine maintenance in
2014/15 than the Society of Chief Officers of Transportation Scotland
(SCOTS) considers was necessary to maintain the current condition of
local roads. Only a third of councils are presenting options to elected
members on what kind of road condition can be expected from
different levels of spending.

r
2 The condition of trunk roads declined from 90 per cent in acceptable use S
condition in 2011/12 to 87 per cent in 2014/15. Most of this decline conS|der road
is associated with the condition of motorways. Transport Scotland condition
attributes this to more resurfacing work, instead of more expensive .
reconstruction which would also improve the condition of the lower as a major

road layers. Its expenditure on trunk roads maintenance fell from £168 concern
million in 2011/12 to £162 million in 2014/15 (four per cent).Transport

Scotland spent £24 million (38 per cent) less on structural maintenance

in 2014/15 than it considers necessary to keep trunk road condition at

its current levels.

3 Fifty-seven per cent of users report that road condition is a major
concern. Councils and Transport Scotland both need to be clearer with
the public on the impact that current levels of investment will have on
road condition. They also need to take account of users’ views
consistently to make informed budgetary decisions that take account
of competing priorities.

Proper maintenance of the road network is vital to Scotland’s
economic prosperity and for road users to travel safely

8. Scotland’s road network connects business with customers, suppliers and

the workforce, helps people access places of employment and education, and

helps move goods from point of production to local, national and international

markets. There is no single indicator of how roads contribute to economic and social

outcomes. But the Scottish Government considers that the road network plays

a part in delivering nine of the 16 national outcomes in its National Performance 150
Framework.?
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9. Scotland’s road network consists of almost 56,000 kilometres of road, as

well as footways, bridges, lighting, signs and lines. Councils are responsible for
25,600 kilometres of classified roads and 26,800 kilometres of unclassified roads.
Classified roads comprise:

e A roads — major roads which deliver the basic road links to certain
areas or communities.

e B roads - roads that serve a local purpose and connect to
strategic routes.

e C roads — mainly rural interconnecting roads.

10. Transport Scotland is responsible for 3,600 kilometres of motorways and
trunk roads. Motorways and trunk roads make up only six per cent of the road
network but, based on vehicle mileage, carry over a third of the traffic and nearly
two-thirds of heavy goods vehicles (HGVs). In this report, the term trunk roads
include motorways, while local roads mean council-maintained roads.

11. Councils are changing the way they value local roads with effect from
2016/17. The value of local roads will now be calculated on a similar basis to
trunk roads, based on depreciated replacement cost, that is, the cost of replacing
all roads to their current condition. The change is likely to lead to a significant
increase in the value of Scottish councils’ road network. Local roads will be the
highest value asset on councils’ balance sheets.

12. Road maintenance covers all work on roads other than major new-build
work. It includes:

e structural maintenance, such as planned schedules of resurfacing or
reconstruction works. Resurfacing is aimed at replacing a failed road
surface. Reconstruction replaces a failed road structure, including the
surface and lower road layers.

e surface dressing, to seal the surface, improve skidding resistance and
restore ride quality

e routine maintenance, such as repairing potholes, emptying drains and
gullies, and repairs to lighting and signs

e weather and winter services, such as applying salt and grit to remove snow
and ice

e reactive maintenance, such as responding to inspections, complaints
or emergencies.

Generally, the cost of materials forms the greatest proportion of spending
associated with structural maintenance, while staff costs comprise the greatest
proportion of spending on routine repairs.

13. Police accident records indicate that the biggest cause of road accidents is driver

error or reaction, being a factor in 68 per cent of all road traffic accidents. Poor road

condition is a small, but still important, contributory factor in the causes of road traffic

accidents. Police accident records indicate that poor and defective road conditions

are a contributory factor in around 0.7 per cent of fatal road traffic accidents in the

UK, 0.8 per cent of serious road traffic accidents and 0.6 per cent of slight road 151
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traffic accidents®. Between 2010 and 2014, there were 865 fatal, 8,039 serious and
38,957 slight road traffic accidents on Scottish roads. Extrapolating these figures
means that poor and defective road condition may have been a contributory factor in
six fatal, 64 serious and 234 slight road traffic accidents on Scottish roads over the
five-year period.

14. Good road condition is also of vital interest to cyclists. The number of cyclists
killed or injured on Scotland’s roads increased from 776 in 2004 to 857 in 2014
(10.4 per cent).® The number of accidents involving cyclists where road condition
was a contributory factor is not recorded. While the increase in casualties is likely
to be attributable, at least in part, to the growing popularity of cycling to work and
as a leisure activity, the Scottish Household Survey routinely asks those surveyed
why they do not cycle to work. On average, five per cent of those surveyed
between 2010 and 2014 said that they do not cycle to work because the road
surfaces are dangerous.®

The condition of the Scottish road network has worsened since
2011, mainly as a result of a decline in the condition of motorways

15. The Society of Chief Officers of Transportation Scotland (SCOTS) appoints
WDM Ltd, a private firm with UK-wide experience in undertaking roads surveys,
to undertake annual surveys of the condition of local roads on behalf of councils.
The Scottish Road Maintenance Condition Survey uses a traffic speed machine
based survey (Surface Condition Assessment for the National Network of

Roads — SCANNER) to make a number of measurements that describe the
condition of the road surface, including rutting, cracking and ride quality. This
allows councils to assess the length of road requiring maintenance. The length of
road surveyed annually includes:

e 100 per cent of A class roads with the direction of travel changed in
alternate years

e 50 per cent of B and C class roads with the remaining 50 per cent
surveyed the following year. The direction of travel is also alternated such
that every B and C class road lane is surveyed every four years

e 10 per cent of unclassified roads are surveyed in one direction each year.

16. The results of the survey are used to classify local roads into one of
three measures:

e Green —roads are in acceptable condition.

o — some deterioration is apparent on the roads and should be
investigated to determine the best time to carry out planned
maintenance treatment.

e Red - roads are in poor condition and are likely to require repairs within
one year.

17. A road that is assessed as in an acceptable condition through the survey does
not necessarily mean it is free of any defects. Equally, a road that is in a poor
condition does not necessarily mean it is unusable. But a road in poor condition:

e may require vehicles to travel at lower speeds

e increases the risk of vehicular suspension and other damage
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e could present an increased safety risk, for example owing to the loss of the
road’s anti-skid properties.

18. SCANNER provides an indicator of the condition of the lower road layers

but not an absolute measure. Transport Scotland tests the surface of the trunk
road network using SCANNER. It also uses a Deflectograph to provide an
estimate of the remaining useful life of trunk roads and to identify areas requiring
strengthening. The Deflectograph is a lorry-mounted system involving a loaded
wheel passing over the road. The size of the deflection is related to the strength
of the lower road layers. Each year, Transport Scotland uses the Deflectograph to
survey 20 per cent of the trunk road network.

19. The different approaches mean that, under normal circumstances, the
reported condition of the local road network cannot be compared with that of
trunk roads. Transport Scotland publicly reports trunk road condition using the
combined results of its SCANNER and Deflectograph surveys. But it is also able
to separate its survey results so that trunk road condition can be more directly
comparable with that of local roads. This report outlines the condition of the trunk
road network using both how Transport Scotland reports it (combined surface
and lower road layer surveys) and surface survey only.

The condition of council-maintained roads has stabilised overall

20. The 2011 audit report found that the condition of council-maintained classified
roads had deteriorated over the last five years. In 2005/06, 70 per cent were

in acceptable condition. By 2010/11, the figure had dropped to 66 per cent in
acceptable condition. Since then, the road condition survey indicates that the
proportion of classified local roads in acceptable condition has remained the
same (Exhibit 1).

[13

Exhibit 1
The condition of council-maintained roads from 2011/12 to 2014/15
The proportion of local roads in acceptable condition remained the same between 2011/12 and 2014/15.
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21. Unclassified roads make up slightly more than half the local road network.
The condition of unclassified roads declined slightly from 62 per cent in
acceptable condition in 2011/12 to 60 per cent in acceptable condition in 2014/15.
Unclassified roads continue to be in worse condition than classified roads.

22. \While the overall condition of council-maintained roads has remained stable at
around 63 per cent over the period 2011/12 to 2014/15, there is significant variation
in the condition of roads among councils. For example, in 2014/15, the proportion
of local roads in acceptable condition ranged from 44 per cent in Argyll and Bute
Council to 79 per cent in Orkney Islands Council (Exhibit 2).

Exhibit 2
Comparison of the proportion of roads in acceptable condition by council for 2014/15
There is significant variation in road condition among individual councils.
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23. There is also significant variation among councils in how the condition of local
roads has changed over time. Between 2011/12 and 2014/15, survey results
indicate that for 18 councils the proportion of their local roads in acceptable
condition increased, while for 14 councils the condition of their local roads
deteriorated. The extent of variation ranged from an improvement in acceptable
condition of 11 per cent in Combhairle nan Eilean Siar to a deterioration of nine
per cent in Scottish Borders Council (Exhibit 3, page 15). There is no obvious
correlation between the change in road condition over time and the current level
of road condition in individual councils.
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Exhibit 3
Change in percentage of council-maintained roads in acceptable condition from 2011/12 to 2014/15
There is significant variation in the change in road condition between councils.
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The condition of trunk roads has worsened

24. Transport Scotland has a higher maintenance standard for the trunk road
network. In particular, it considers that motorways need to be maintained to a
higher standard owing to the higher proportion of HGVs thus enabling traffic to
move safely at higher speeds than normally experienced on local roads.

25. Using Transport Scotland’s method of assessing road condition, the condition
of trunk roads declined from 90 per cent in acceptable condition in 2011/12 to

87 per cent in 2014/15. Dual and single-track A-class roads are in better condition
than motorways. Motorways declined from 79 per cent in acceptable condition in
2011/12 to 74 per cent in acceptable condition in 2014/15 (Exhibit 4, page 16).
Transport Scotland attributes much of the decline in motorway condition to doing
more resurfacing work instead of reconstruction, which would also improve the
condition of lower road layers (paragraph 72).

26. The 2011 audit report found that 78 per cent of trunk roads were in
acceptable condition in 2010/11 based on the methodology used to assess
council-maintained roads, that is, based on surface survey only. Since then, the
overall condition of trunk roads has increased slightly to 79 per cent in acceptable
condition. However, the proportion of motorways in acceptable condition fell from
70 per cent in 2011/12 to 58 per cent in 2014/15 (Exhibit 4, page 16).
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Exhibit 4

The condition of trunk roads from 2011/12 to 2014/15

The condition of trunk roads has worsened since 2011/12.

Condition results using Transport Scotland's approach, that is combined surface and lower road layers surveys.
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27. Transport Scotland evaluates the quality of trunk road maintenance through
the Performance Audit Group (PAGplus) and the annual reports it produces.
These reports assess the performance of the operating companies which carry
out trunk roads maintenance on behalf of Transport Scotland. Prior to June 2015,
four operating companies provided trunk roads maintenance, organised into four
geographical areas. A fifth operating company began operations in June 2015
when responsibility for maintaining the Forth Road Bridge and adjacent trunk road
network was transferred from 