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Internal Audit Annual Report of Pension Fund Work
Report by Head of Internal Audit & Risk Management

Enquiries to Cajetan Chukwulozie on 01245 431100

1. Purpose of the Report

1.1 The Pension Board is responsible for overseeing the Audit Programme in relation to the Pensions Fund. It is therefore appropriate for it to receive frequent reports from Internal Audit regarding the control environment of the Pension Fund and Administration. 

1.2 This report provides a summary of Internal Audit’s 2009/10 work and proposals for 2010/11.

2. Recommendations

2.1 Pension Board members are requested to note outcome of the 2009/10 plan.

2.2 Pension Board members are requested to note the planned audits of the Pension Fund for 2010/11 and to advice if there is any area of work they would like to be reviewed.

3. Background

3.1 ECC is the administering authority for the Pension Fund and as such the Pensions Administration and Pension Fund Investment represent major systems in terms of financial control and reporting of the Council’s activities.

4. 2009/10 audit work

4.1 Table 1 Progress on 2009/10 audit

	2009/10 Audits
	Opinion
	No of Recommendations

	
	
	Critical
	Major
	Moderate
	Best Practice
	Total

	Pension Administration:

· Pensions Administration – processes and systems, including the pension fund functions of deducting contributions, the calculation of pension payments and the processing of transfers between funds.

· Review of the Pension Fund governance arrangements and strategy, including consideration of the existing arrangements against best practice and Department of Communities and Local Government (CLG) guidance.
	Substantial Assurance

Direction of Travel


	
	
	4
	4
	8

	Pension Investment:

· Externally and internally managed investments. This work focussed on the established procedures for the management of the fund’s investments and the monitoring of investment managers’ and custodian’s performance.

· Review of the Pension Fund governance arrangements and strategy, including consideration of the existing arrangements against best practice and Department of Communities and Local Government (CLG) guidance.
	Substantial Assurance

Direction of Travel


        
	
	
	2
	0
	2

	TOTAL
	
	
	
	6
	4
	10


4.2 Table 1 provides a summary of our findings from the Pension Administration and Pension Investment. Both reviews received Substantial Assurance opinions with improving Directions of Travel. Details of our findings from the reviews are contained in Part II.

5.0
National Fraud Initiative (NFI)

5.1
The prevention and detection of fraud and error in local government and the health service is a major concern of the Audit Commission. In 1996, following a successful exercise based on local authorities in London, the Commission launched a National Fraud Initiative (NFI). 

5.2
The Commission has run the NFI data matching exercise once every two years since 1996. It compares sets of data to identify inconsistencies or other circumstances that might suggest fraud or error. Participating bodies investigate the results from NFI. In the last exercise covering 2006/07, fraud and overpayments amounting to £140 million were detected. Since the Audit Commission launched the NFI, it has led to the identification of an estimated £500 million of fraud and overpayments. New powers given to the Audit Commission under the Serious Crime Act 2007 mean that the NFI has an enhanced role in safeguarding the public purse.

5.3
As has been the case in previous NFI exercises, the matches that have proven of most value to Essex are the Pensions Payroll to DWP Deceased register matches.  Matches between Pensions Payroll and DWP death register were provided to the ECC Pensions team to review. 17 overpayments have been identified totalling £38,866.16 due to the Pensions team having not been informed of the deaths and pensions continuing to be paid. Attempts are being made to recover this money, although this is a sensitive area and recovery is often difficult to achieve. However, this exercise has prevented any further payments of pensions with an annual value totalling £37,797.37. One case had been referred to the Police and is being investigated by them.

5. 2009/10 Audit Plan

5.1 On 16 March 2010, the Audit Committee approved the Internal Audit plan for 2010/11. The plan contains the following Pension Audits:

· KFS10
Pension Investment – 25 days

· KFS11
Pensions Administration – 25 days

· TBD
Transition to new bank accounts. We plan to add another review on the transition to a separate bank account for the pension fund – 20 days

5.2
For 2010/11, the total charge to the Pensions Fund will be £31,500. The increase of £9,000 is due to the additional review of the bank account transition.

6. Background Papers

6.1 Draft 2010/11 Audit Plan  -  Agenda 10 Audit Committee 16th March 2010
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