Appendix 1
Internal Audit & Investigations

Quarterly Update Report Q2



1.0 OVERVIEW
1.1 Purpose & Scope of Report

1.1.1  The purpose of this report is to provide an update on the progress made against the delivery
of the Internal Audit Plan. This report provides details of audits finalised in quarter two of
the 2024/2025 financial year.

1.2 Assurance Framework

1.21 Each Internal Audit report provides a clear audit assurance opinion. The opinion provides
an objective assessment of the current and expected level of control over the subject
audited. It is a statement of the audit view based on the work undertaken in relation to the
terms of reference agreed at the start of the audit; it is not a statement of fact. The audit
assurance opinion framework is as follows:

Opinion Explanation

1.2.2  The assurance opinion is based upon the initial risk factor allocated to the subject under
review and the number and type of recommendations we make. It is management’s
responsibility to ensure that effective controls operate within their service areas. Follow up
work is undertaken on audits providing limited or ‘no’ assurance to ensure that agreed
recommendations have been implemented in a timely manner.

A sound system of governance, risk management and control
exists, with internal controls operating effectively and being
Substantial consistently applied to support the achievement of objectives
assurance in the area audited.

There is a generally sound system of governance, risk
management and control in place. Some issues, non-
compliance or scope for improvement were identified which
may put at risk the achievement of objectives in the area
audited.

Significant gaps, weaknesses or non-compliance were
identified. Improvement is required to the system of
governance, risk management and control to effectively
manage risks to the achievement of objectives in the area
audited.

Immediate action is required to address fundamental gaps,
weaknesses or non-compliance identified. The system of
governance, risk management and control is inadequate to
No assurance effectively manage risks to the achievement of objectives in
the area audited.




2.0 HIGH LEVEL SUMMARY OF AUDIT FINDINGS

Assurance

Recs
2.1 | Fuel System (Follow up Audit) |

Reasonable

211 Following an audit of the fuel system in 2023/2024, processes for securing and accounting
for fuel were found to be weak and no assurance could be provided that the control
environment was sufficient, to safeguard the Council against loss or theft of fuel. At the
time of our audit there was no proper control to ensure the correct quantities of fuel were
delivered or proactive monitoring of fuel usage against consumption for individual vehicles
and/or plant and machinery. CCTV was inadequate, poor in quality and was not being used

effectively.

2.1.2  The purpose of our follow-up review was to confirm recommendations from the 2023 audit
had been implemented and to re-evaluate the risks associated with handling the receipt,

storage, and dispensing of fuel at the Bennett Road depot.

2.1.3 Reasonable assurance can now be given, as controls have now been put in place to
improve the security of fuel and to safeguard the Council against the risk of theft of fuel,
however due to technical reasons, improvements to fuel consumption monitoring and

reporting remained work in progress at the time of our follow up review.

2.1.4  High-resolution surveillance security cameras have been installed with Automatic Number
Plate Recognition (ANPR) facilities to read the registration number of vehicles entering and
leaving the depot, providing improved CCTV coverage of the fuel tank forecourt.

2.1.5 The integrity of the fuel tanks was confirmed, and assurances were obtained from the fuel
provider that the delivery receipts were printed at the point of delivery. Pre and post dip
readings are now taken to confirm delivery on the day, but technical issues with the tank’s
design, have prevented the installation of an automatic stock reader to replace the need for
dipping the tanks, although, it was agreed that this would be explored further. Apart from
reaffirming the fuel delivery, regular stock readings are important for identifying tank

leakages that could disrupt service delivery.

2.1.6 We are satisfied that the use of petrol station cards has been restricted to approved
emergency business-continuity purposes only. We are also satisfied that hire cars have

ceased refuelling at the petrol station since the last audit in 2023.

2.1.7  Although not verified, assurance was received from the Fleet & Transport Manager that the
anti-syphoning devices have been fitted to the fuel tanks of the fleet vehicles and that these

are included in the standard specification for new vehicles.

2.1.8  We are satisfied that the business purpose of every fuel card key used at the depot have
been reviewed and that these have now been assigned to a sole vehicle, although some
technical issues regarding the fitting of fuel pump censors to the vehicles and identifying the
driver at the fuel pump remain ‘work in progress’. We were informed that once a solution is
found to keep the censors fixed, they will also be fitted to jerry cans, which are currently a

high risk for fuel theft.




2.1.10

2.1.11

2.2

2.2.1

222

223

224

Except for one vehicle which was referred to Facilities Management for investigation, we
were satisfied that the fuel key cards allocated to vehicles were solely used against the
correct vehicle as intended, although we noted there is a legacy record of staff names
recorded against the cards on the fuel system, which includes leavers. We understand that
additional security measures will require the authorised drivers for each vehicle to validate
the use of the fuel card with a personal password against the fuel system, which will create
a strong triangulated verification system.

Although we could reconcile the fuel drawn from stock for the plant and hire vehicles and
tools, Facilities Management agreed to review the information recorded on the new override
key register. Instructions on completing the register also need to be issued to strengthen
the audit trail for the fuel dispensed to jerry cans which are used to power tools and for
transporting fuel for use at other sites.

We are satisfied that there are good separations of duties for ensuring the fuel stock is
reconciled so that this can be monitored monthly by Facilities Management and Fleet &
Transport. However, we have been advised by the Fleet and Transport Manager, that due
to the work needed, these reports cannot be produced to meet Fleet's needs. It was
emphasised that ‘real-time’ monitoring using the truck file system is required so that timely
service decisions and investigations can be made as this is critical to monitoring and
reporting fuel activity.

Recs Assurance
Housing Complaints | Reasonable

The Complaint Handling Code became statutory on 1 April 2024, meaning that landlords
are obliged by law to follow its requirements. The Code aims to achieve best practice in
complaint handling and ultimately to provide a better service to residents. The Housing
Ombudsman has advised that where a landlord does not meet the requirements in any of
the areas and does not move into compliance within a reasonable timescale, the
Ombudsman will issue a Complaint Handling Failure Order (CHFQO) and publish this.

The purpose of our audit was to provide assurance that policies and processes reflect the
statutory framework for managing complaints, performance is monitored, and
arrangements are in place with respect to learning and improvement to meet the
requirements as set out in the Code.

Whilst the overall assurance opinion was Reasonable, it was noted that the Housing
Complaints Policy is not yet compliant with the Housing Ombudsman Complaints Handling
Code that came into effect on 1st April 2024.

Whilst we made single recommendation with respect to the need to develop and implement
a compliant policy, encapsulated within this single recommendation were sub items, such
as the need for the Council to have a policy that matches the definitions as set out with the
Code and the need to set out how the landlord will publicise details of the complaints policy
including information about the Ombudsman and the Code.



2.2.5

2.2.6

2.2.7

2.3

2.3.1

2.3.2

2.3.3

234

235

Prior to the Housing Ombudsman Complaint Handling Code coming into effect, it had been
communicated to staff that these were the requirements that Council processes and
procedures will have to work towards. It was further evidenced that a Briefing Note to the
Strategic Housing Board had on 09/05/24 communicated the conclusion that “there is no
alternative but to transition to the timeframe’s set out within the HOCHC as of 1 April 2024.”
Alongside the draft Housing Policy, evidence was seen that there was an awareness of a
need to undertake work to become compliant with the Code.

With respect to the testing that was performed regarding whether there was sufficient
reporting in place to monitor and manage performance with respect to elements identified
within the Code there were no exceptions recorded.

The processes that were previously and currently in place within the Council with respect
to learning and improvement were found to meet the requirements of the Code as reviewed.
The Housing Policy & Quality Assurance Manager was able to present evidence that
current practices utilised housing complaints as a source of intelligence to identify potential
improvements and no findings were made.

Grant Certifications

Bus Service Operators Grant (BSOG)

Bus Service Operators Grant (BSOG) is a grant paid to operators of eligible bus services
and community transport organisations to help them recover some of their fuel costs.

An audit was carried out to confirm the local transport planning grant local authority bus
subsidy (revenue) grant 2023/24 grant of which £74,192 was used to support the bus
infrastructure in Reading in compliance with the grant determination notice.

We can confirm that £60,700 was paid to Reading Transport Ltd to support the Greenway
Service, and £13,492 was retained by the Council to support the Buzz42 (Kenavon Drive)
route, and that the completed survey was circulated for agreement before it is submitted to
the Department of Transport in compliance with the notice’s terms and conditions.

Local Transport Grant

An audit was carried out to confirm the receipt, allocation, and use of the Local Transport
Plan Capital Block Funding totalling £3,988,800 set out under the terms and conditions of
the grant determination notice 31/6680, which requires the funds to be used for the
“purposes that a capital receipt may be used in accordance with regulations under section
11 of the local government act 2003”.

From our sample tests, we are satisfied that these funds were appropriately accounted for
on €5 in supporting the Council’'s expenditure for the Travel Tranche 2, Local Transport
Plan Development, South Reading Mass Rapid Transit (phases 3&4), construction of the
Green Park Station, Car Park Investment Programme (including pay and display, red routes
and equipment), and the Local Traffic Management and Road Safety capital schemes
during 2023/24.



Key: No Assurance: [Jl] Limited Assurance: Reasonable Assurance: Substantial Assurance: [l

Audit reviews carried over from 2023/2024.

&
Homelessness [ ) Jan-24 | May-25 | Jun-24 | 0 3 Reasonable
Subject Access Request o Nov-23 Apr-24 May-24 | 0 1 | Reasonable
Audit reviews for 2024/2025.

a| &
Fuel (follow up) [ ) May-24 | Jun-24 Jun-24 | 0 0 | Reasonable
Commercial Lease/rent reviews (Rent Roll) o Jun-24 | Aug-24
Data Security/Information Governance o Delayed (to be picked up later in the year)
Intercompany accounting (and follow up) [ ) May-24 | Sep-24
Business Rates [ ) Jul-24
Cyber Security — (follow up) o Feb-24 Mar-24 | May-24 | 0 0 | Reasonable
Housing Complaints o May-24 | July-24 | Aug-24 | 0 0 | Reasonable
ZEBRA 2 grant sign off ® Apr-24 Apr-24 Apr-24 0 0
Contain Outbreak Management Fund grant* Jun-24 Jun-24 Jun-24 | 0 0
Caseload Management (in ASC front door) ® Cancelled
Local Transport Plan Capital Settlement (Grant Certification) o Aug-24 | Aug-24 | Aug-24 | 0 0
Local Authority Bus Subsidy Grant (BSOG) ) Aug-24 | Aug-24 | Aug-24 | O 0
Traffic Regulation Orders™ May-24 | Jul — 24
RE3* Aug-24




Key: No Assurance: [Jl] Limited Assurance:

Reasonable Assurance:

Substantial Assurance: [l

Timing Res
Audit Title Q1/Q2|Q3| Q4 SDtaat: RT:: o RFei::z:-t & | 8 | Assurance
General Ledger o Aug-24
Accounts Payables (creditors) ) Sep-24
Supported Living o Aug-24
Debt Management o Sep-24
Joint Legal (JLT) Billing Process ® Delayed from Q1 — looking to commerce in Q3
Housing Rents and Service Charges o Delayed from Q1 — looking to commerce in Q3
Coroners Service (follow up) o
Procurement end-to-end Process o Delayed to 2025/2026 due to pending staffing restructure
IT Disaster Recovery and Business Continuity o
New Scheme of Delegation & Eligibility, Risk, & Review Group o
Housing Repairs (responsive & planned maintenance) follow up ® Likely to be delayed due to ongoing investigation
Housing Repairs Orders & Control of Materials o Likely to be delayed due to ongoing investigation
Residents Parking Enforcement o
Deputyship and Appointeeship (follow up) ®
Continuing Health Care (CHC follow up) o
Employee Gift & Hospitality, and Declarations of Interest (follow up) o
Food waste — Capital Grant Certification o
Multiply Funding Year 3 Grant Verification ®

* These are unplanned audits which have been requested during the year




3.0 INVESTIGATIONS (APRIL 2024 — SEPTEMBER 2024)

3.1 Council Tax Support Investigations

3.1.1 Twenty-nine Council Tax Support investigations have been closed to date, with the discount
removed in fourteen cases resulting in estimated savings of £3,687.

3.2 Housing Tenancy Investigations

3.2.1  Since 1st April 2024, officers have completed investigations into twenty-three referrals of
alleged tenancy fraud. A total of five property have been returned to stock to date. All these
cases were tenancy-related investigations. There are another fifteen ongoing investigations.

3.2.2  The notional saving achieved on the properties returned to RBC stock is £391,500 adopting
the notional savings multiplier used by the Cabinet Office in its National Fraud Initiative
report.

3.2.3 The team has also looked at and verified five Right to Buy applications of which to date
three Right to Buy applications have been cancelled, saving a total grant payment of
£307,200 and securing a rental income over the next twelve months of £ 20,256.

3.3 Disabled Persons Parking (Blue) Badges

3.3.1  Since April 2024 the team has investigated a total of forty blue badge referrals of blue badge
misuse. We have closed twelve investigations all of which resulted in the removal and
destruction of the Blue Badges, in three cases the blue badges were seized and returned
to the holder, in fourteen cases a warning letter was sent out to the blue badge holders and
in eleven case there was no fraud suspected.

3.4. Internal Investigations

3.4.1  Currently we have two ongoing internal investigations, one of which is a joint investigation
led by the NHS. The second ongoing case is around payments made to several contractors
within the housing repairs service.

3.4.2 A third internal investigation has now been taken on by Thames Valley Police following
evidence gathered and seized by the Corporate Investigations Team. This was a complex
investigation into fraud whereby a number of possibly stolen or compromised credit cards
have been used over a long period of time to make transfers onto a RBC rent and Council
tax account.

4. Referrals Received

4.1 The Corporate Investigations Team have completed a total of ninety-two investigations in
the first six months of the financial year. In the area of housing, twenty-three investigations
have been completed with seven investigations linked to illegal subletting of a Council
property. In addition, the team have completed five investigations into possible non
residency, two succession investigations, four Right to Buy cases and five investigations
into false documentation.



4.2

4.3

The team have completed a total of forty investigations linked to Blue Badge and disabled
parking concerns. Twenty-nine Council Tax investigations of which nine of these were
linked to Single Person Discounts (SPD).

The Corporate Investigations Team received Data Protection Act (DPA) requests from the
Thames Valley Police (TVP) Fraud Intelligence Unit. These are usually intelligence
information required by the Police to assist their criminal investigations or safeguarding
concerns. They require information from the Council’s records regarding individuals or
addresses, which are usually urgent to enable them to progress their investigations/confirm
information timely. For the period April to September, the Corporate Investigations team
have dealt with and responded to a total of 145 such requests from TVP.



