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Foreword

PRESENTATION OF ACCOUNT

The Agency presents its Social Fund
Account which is prepared in accordance
with section 146(4) of the Social Security
Administration (NI) Act 1992 and the
Department of Finance and Personnel’s
accounts direction (included as an
appendix to this account).

STATUTORY BACKGROUND

2.1

2.2

The Social Fund was established in 1987
under Article 33 of the Social Security
(Northern Ireland) Order 1986 and
continued in being by section 146 of the
Social Security Administration (Northern
Ireland) Act 1992. Section 134(1) (a) of the 2.3
Social Security Contributions and Benefits
(Northern Ireland) Act 1992 provides for
maternity and funeral loans in prescribed
circumstances. Section 134(1) (b) of that
Act provides for other needs to be met in
accordance with directions and guidance
issued by the Department for Social
Development in respect of loans and
community care grants. Section 134(2)
provides for payments in prescribed
circumstances to meet extra expenses

for heating incurred or likely to be incurred
during periods of very cold weather.

The first phase of the Social Fund

comprising maternity and funeral loans

came into operation on 6 April 1987. 24
The second phase was introduced on

11 April 1988 and replaced all remaining

supplementary benefit single payments
and some urgent needs payments.
Regulations were introduced in November
1988 which provided for payments to

be made to certain Income Support
customers following a period of cold
weather, enhanced by further regulations
in November 1991 to include payments
when cold weather is forecast. The Winter
Fuel Payments scheme was introduced
by the Department under Regulations
made in exercise of powers conferred

by Section 134 (2) of the Social Security
Contributions and Benefits (Northern
Ireland) Act 1992, which came into
operation on 16 January 1998.

Payments from the Fund are split into
two broad categories, regulated and
discretionary. Regulated payments are
Maternity Expenses, Funeral Loans,
Cold Weather Payments and Winter
Fuel Payments and are demand led.
Discretionary payments comprise
Budgeting Loans, Crisis Loans and
Community Care Grants and are demand
led and cash limited. All payments

are made subject to relevant qualifying
conditions being met. From October 1996
Jobseeker’s Allowance (Income Based),
which replaced Income Support payable
to the unemployed, became a qualifying
benefit for Social Fund payments.

Legislation was introduced with effect
from April 1998 that allowed the recovery
of Social Fund overpayments.
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Categories of Payments

3.1

3.2

SURE START MATERNITY GRANTS -
The Sure Start Maternity Grant scheme
was introduced on 27 March 2000 to
replace the £100 Maternity Payment. It is
available to families on Income Support,
Jobseeker’s Allowance (Income Based),
Employment and Support Allowance
(Income Related), Pension Credit,

Child Tax Credit or Working Tax Credit.

The Grant is worth £500 in respect of
babies expected, born, adopted or
subject of a parental order in respect of

a surrogate birth on or after 16 June 2002.
Changes to the rules were introduced on
the 24 January 2011, since then the grant
has been limited to the first child for
babies born on or after the 11 April 2011.
There was a further change in the rules
effective from 29 October 2012 whereby
Sure Start Maternity Grants are available
in some circumstances when there is a
multiple birth.

FUNERAL LOANS - Funeral Loan
payments are available to help with the
cost of a funeral. They may be made to
customers or their partners, who are in
receipt of Income Support, Employment
and Support Allowance (Income Related),
Jobseeker’s Allowance (Income Based),
Pension Credit, Working Tax Credit where
a disability or severe disability element is
included in the award, Child Tax Credit at
a rate higher than the family element and
Housing Benefit. Funeral Loan payments

3.3

3.4

are normally recoverable from the estate
of the deceased, even if the estate is
not sufficient to permit full recovery.

COLD WEATHER PAYMENTS -

Cold Weather Payments are payable to
customers in receipt of Pension Credit,
Income Support, Employment and
Support Allowance (Income Related),

or income based Jobseeker’s Allowance
who have a disability, or a pensioner
premium, or who have a disabled child
or a child less than 5 years of age.
Customers receive payments of £25
(maintained at a level of £25 for the
seventh consecutive year) for each
period of seven consecutive days during
which the average temperature was or
was forecast to be zero degrees Celsius
or below in areas where the customer
lives. This is based on information from
the Meteorological Office in relation to
weather stations and postcodes linked
to those stations. There was one Cold
Weather trigger in the 2014-15

financial year.

WINTER FUEL PAYMENTS - The Winter
Fuel Payments scheme was introduced

in January 1998 to specifically help

older people with their winter fuel bills.
The eligibility criterion is that during the
specified week the household has an
occupant ordinarily resident in GB or NI
aged 62 or over. The need to be in receipt
of a qualifying benefit, which existed prior

SSA SOCIAL FUND ACCOUNT 2014-2015

3.5

to 16 December 1999, has been removed.
The total amount payable to a person
aged 62-79 years living alone in their own
home was £200 for the 2014-15 financial
year (£100 if they shared a home with
another eligible person aged 62-79).

For people aged 80 or over the amount
payable for 2014-15 was £300 (£150 if
they shared a home with another eligible
person aged 80 or over). Where there is
only one person in the household who is
entitled, the full Winter Fuel Payment is
made. If there is another eligible person
in the household who qualifies, the lower
level of £100 is made to the eligible
person 62-79 and £200 is payable to

the eligible person aged over 80. The
qualifying age for Winter Fuel Payments
for men and women is increasing in line
with the increase in state pension age.

The qualifying week for Winter Fuel
Payments for 2014-15 was the week
beginning 15th September 2014.

BUDGETING LOANS - Payable to
customers in receipt of Income Support
or Jobseeker’s Allowance (Income Based),
Employment and Support Allowance
(Income Related) and Pension Credit, to
help with major items of expenditure or
services. Loans are repayable, normally
by deduction from benefit. Changes to the
Budgeting Loan Scheme were introduced

3.6

3.7

in April 2006, this meant customer debt
could increase from £1000 to £1500.

In addition to this loans were to be repaid
at a lower rate (12% of income rather
than 15%) and the maximum number

of weeks to repay a debt was increased
from 78 weeks to 104 weeks.

CRISIS LOANS - Payable without regard
to a qualifying benefit to customers faced
with emergencies or the consequences

of a disaster; it is primarily to help to
relieve a serious risk to health or safety

of customers and their dependants. Loans
are repayable either by direct repayment
or by deduction from certain benefits.

COMMUNITY CARE GRANTS -
Payable to promote the community

care of customers qualifying for Income
Support or Jobseeker’s Allowance
(Income Based), Employment and
Support Allowance (Income Related)
and Pension Credit. The main purpose
is to help vulnerable groups lead
independent lives in the community rather
than go into institutional or residential
care, or to help such people re-establish
themselves in the community following
a period of such care; ease exceptional
pressures on families; and to help with
certain urgent travelling expenses.
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Financial Basis of the Social Fund

The Social Fund is, in part, financed

by grants from the Consolidated Fund,
which in 2014-15 were payable from
DSD Vote RfR A, line 19 (3) for regulated
expenditure, line 20 (3) for winter fuel
payments, line 21 (3) for discretionary
expenditure, line 7 (7) for crisis loans
and line 7 (3) for community care grants.

In addition, section 74(1) of the Social
Security Administration (NI) Act 1992
provides for the repayment of loans,
recoveries of which help finance the fund;
and section 74(4) of the Act provides that

payments to meet funeral expenses
may be recovered from the deceased
person’s estate.

The administration of the Social Fund
loans and payments is operated within
the Social Security Agency which is

an Executive Agency of the Department
for Social Development (DSD). The
expenditure on Social Fund benefits and
loans is also reported within the Annual
Report and Accounts of the Agency.
The Agency accounts also form part

of the annual DSD resource account.

Changes to the Social Fund from 1 April 2014

5.

The Welfare Reform Bill (NI) 2012
contained provision to repeal certain
discretionary elements of Social Fund
Community Care Grants and Crisis Loans
and to introduce a new Discretionary
Support Provision. The Bill failed at
Final Stage in May 2015 in the Northern
Ireland Assembly. This subsequently

led to extensive discussions between
the political parties and British and Irish
Governments. These discussions have
resulted in a Stormont Agreement and
Implementation Plan entitled “Fresh
Start”, this was agreed by the Executive
on 18 November 2015.

Within the plan there is a section setting
out the agreement reached in respect of
the implementation of Welfare Reform in

Northern Ireland. The Assembly
approved a Legislative Consent
Motion which has enabled a Welfare
Bill and Order in Council to be passed
through Westminster.

Although dependent on the timeframe for
the required regulations on each element
of Welfare Reform, it is estimated that
changes will be introduced in Northern
Ireland from 2016 onwards.

Funding for the discretionary elements
of Social Fund in NI, Community Care
Grants and Crisis Loans transferred
from Annually Managed Expenditure
(AME) to Departmental Expenditure
Limits (DEL) from 01 April 2013.
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From April 2014 funding for Sure Start
Maternity Grants & Funeral Loans
transferred from Annually Managed
Expenditure (AME) to Departmental
Expenditure Limits (DEL).

The NI Social Fund Scheme and all Social
Fund expenditure (including all the above
benefits) continue to be administered
under the existing Social Fund legislation
and are included in the annual NI Social
Fund White Paper accounts.

Annual Report on the Social Fund

6. The Department for Social Development
is required by Section 146(5) and (6) of
the Social Security Administration (NI)
Act 1992 to prepare an annual report on
the Social Fund and to lay a copy of the

Audit Arrangements

7.  The NI Comptroller and Auditor General is
required under section 146(4) of the Social
Security Administration (NI) Act 1992 to
examine and certify the Social Fund

report before the Northern Ireland
Assembly. This report and the Annual
Report of the Social Fund Commissioner
for 2014-15 were published on

17 December 2015.

account and to lay copies of it,
together with his report thereon,
before the Northern Ireland Assembly.
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Statement of Accounting Officer’s
Responsibilities

Under Section 146(4) of the Social Security
Administration (NI) Act 1992, accounts of the
Social Fund are to be prepared in such form
and in such manner as the Department of
Finance and Personnel may direct. The accounts
are prepared on a cash basis and must properly
present the receipts and payments for the
financial year and the balances held at the

year end.

In preparing the accounts, the Accounting
Officer is required to comply with the
requirements of the Government Financial
Reporting Manual and in particular to:

« Observe the Accounts Direction issued
by the Department of Finance and
Personnel, including the relevant
accounting and disclosure requirements
and apply suitable accounting policies
on a consistent basis;

+  Make judgements and
estimates on a reasonable basis;

- State whether applicable accounting
standards as set out in the Government
Financial Reporting Manual have been
followed, and disclose and explain any

material departures in the financial
statements; and

« Prepare the accounts on a going
concern basis

The Department for Social Development has
designated the Chief Executive of the Northern
Ireland Social Security Agency as Accounting
Officer for the Agency. The responsibilities of an
Accounting Officer, including responsibility for
the propriety and regularity of public finances for
which the Accounting Officer is answerable, for
keeping proper records and for safeguarding
Northern Ireland Social Security Agency’s
assets are set out in the Accounting Officers’
Memorandum. This is issued by the Department
of Finance and Personnel and published in
“Managing Public Money Northern Ireland”.

/vﬂg e ogc
oy

Tommy O’Reilly

CHIEF EXECUTIVE

NORTHERN IRELAND SOCIAL SECURITY AGENCY
DATE: 18 December 2015
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Governance Statement

SCOPE OF RESPONSIBILITY

As designated Accounting Officer, | have
responsibility for maintaining an effective
governance system that supports the
achievement of the Agency’s and the
Department’s policies, aims and objectives,
whilst safeguarding the public funds and
Departmental assets for which | am personally
responsible. Agency business is conducted

in accordance with guidance contained within
Managing Public Money (NI) to ensure that
public money is safeguarded and properly
accounted for and used economically,
efficiently and effectively.

| ensure that the Minister and Permanent
Secretary receive regular reports on all aspects
of our performance, including a quarterly
progress report which highlights any significant
deviation from achievement of targets, financial
implications and any underlying risk realisation.

THE AGENCY’S GOVERNANCE

FRAMEWORK

As Chief Executive of the Social Security
Agency | am responsible for the day-to day
operations and administration of the Social
Security Agency and leadership of its staff.

In my role as designated Accounting Officer

| am responsible to the Minister and accountable
to the Northern Ireland Assembly, for the
Agency’s use of resources in carrying out its
functions. | provide assurance to the Permanent
Secretary in his role as Principal Accounting
Officer in relation to effective governance and
control of expenditure on delivery of the
Agency’s services.

| have put in place a governance framework
which provides the direction and control for
the Agency; confirms the scope of the
arrangements and explains the importance
placed on organisational structures, policies,
plans and review arrangements which have
been established to properly manage the
Agency'’s affairs.

| am satisfied that | have the necessary systems
and processes in place to maintain an effective
system of internal control which supports the
delivery of the Agency’s strategic objectives
while safeguarding the public funds and assets
which | am personally accountable for.

The monthly Agency Management Board (AMB),
which | chair, supports the delivery of effective
Corporate Governance and operates within
the HM Treasury guidelines on “Corporate
Governance in Central Government
Departments: Code of Good Practice (NI)
2013” and operates within an agreed Terms
of Reference. The Board is responsible for

the strategic direction of the Agency and
supporting the delivery of that strategy by
providing corporate leadership, taking
ownership for the Agency’s performance at
corporate level and ensuing that adequate
governance controls are in place. The Agency
Management Board is comprised of three
Directors and the Chief Executive.

The Chief Executive, in consultation with

AMB, agrees the Corporate Balanced
Scorecard, prioritises the allocation of resources
to match development and delivery equirements,
monitors and is accountable for Agency
performance. The Agency’s Corporate

Balanced Scorecard is approved by the Minister.
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The table below shows AMB members’
attendance at Board meetings
held during 2014-15.

Board Meetings

Attended

(out of 12)
Tommy O’Reilly 9
Joyce Bill 11
Brian Doherty 11
John McKervill 11
Geraldine Brereton 6

(until October 2014)

Pat Magee 7
(until October 2014)

During 2014-15 the Board considered
and reviewed a wide range of business
matters, including:

Performance against Corporate Balanced
Scorecard targets;

« Operational performance reports.

- Updates on Fraud and Error activities;

« Corporate Risks;

« Financial and Budgetary reports; and

« Human Resource issues.

A number of key strategic issues are discussed
regularly at the Board, including Welfare
Reform, Maximising Incomes and Outcomes,
Modernising Credit Unions, and Annual

Managed Expenditure levels in Northern Ireland.

Members of Agency Management Board were
provided with debt management Information
during 2014-15 and moving forward it has been
agreed that the Board will also receive regular
updates from the new Debt Board as well as
from the Fraud and Error Reduction Board.

Quality of Data to the Board

| am satisfied that comprehensive arrangements
are in place to ensure that quality information

is received by the Board to enable it to make
informed decisions. Strategic issues reserved
for the Board’s attention are scheduled in an
annual planner and a categorised agenda is
drawn up for each meeting. There are internal
controls to validate accuracy and completeness
of information presented to the Board; detailed
minutes record the business carried out and
action agreed.

In addition, the Audit Committee provide a
challenge function which helps to ensure that
emerging issues are highlighted and brought
to the attention of the Board.

In October 2015 | asked an Independent
member of the Departmental Board to conduct
a review of AMB’s effectiveness based on the
Corporate Governance in Central Government
Departments: Code of Good Practice 2013 NI.
In his opinion the Board is an effective and well
working unit and he made no material
recommendations.
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Conflicts of Interest

The Agency maintains a register of interests

to ensure potential conflicts of interest can be
identified and addressed in advance of Board
discussions. Where potential conflicts exist they
are recorded in the Board minutes along with
any action taken to address them. No conflicts
of interest were declared in 2014-15.

Audit Committee

The Audit Committee supports the Accounting
Officer in his responsibility for risk management,
internal control and governance within the
Agency. The Committee, which is chaired by

a non-executive independent member of the

Departmental Board, met four times during
2014-15 and was attended as follows:

Committee

Meetings Attended

(out of 4)

Deep Sagar (Chair) 4
Michael Donnelly 4
Catherine Daly 1

(until December 2014)

Patrick Anderson 1
(from February 2015)

At least two members attended all Committee
meetings; in line with the Committee’s Terms
of Reference, all meetings were quorate.

The Committee’s business includes a review of
Agency systems of Corporate Governance, risk
management, internal control, progress in
implementing recommendations from Public
Accounts Committee (PAC), and other audit
reports. During the year there were no specific
reports from the PAC which were directly
related to the Agency’s business.

After each meeting the Chair of the Audit
Committee provides the Board with an
update on the business conducted and,

if appropriate, draws to their attention issues
of material concern.

Through their quarterly update reports to AMB
the Audit Committee advised that it is not aware
of any substantive issues that need to be
brought to the Accounting Officer’s attention
that would raise questions over the assurance
provided on the systems of Corporate
Governance, risk management and internal
control that are in place in the Agency.

During 2014-15 changes were made to the
membership of the Committee. It was not
thought appropriate to carry out a review of
the Audit Committee’s effectiveness in the
early stages of the transition; a review has
been scheduled for January 2016.
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Review of Effectiveness

As Accounting Officer, my review of the
effectiveness of the system of internal control
is supported by:

- a Standards Committee, which provides
me with independent advice on the quality
of the Agency’s decision making;

- a Fraud and Error Reduction Board which
provides strategic focus and direction to
the planning and delivery of counter fraud
and error activity across all benefits;

+ a Modernisation Board, which meets
monthly, and which has overall
responsibility for the Agency’s
Modernisation Programme; and

- a Universal Credit (UC) Programme Board,
which meets regularly, which provides
direction and control and monitors and
scrutinises the delivery of the Northern
Ireland Universal Credit Programme.

My review is also informed by the work of the
Head of Internal Audit and the comments made
by the external auditors in their report to those
charged with governance and other reports.
Key risks in the Corporate Risk Register, to be
covered by Internal Audit, are agreed with the
Accounting Officer and Audit Committee in the
annual audit plan and audit strategy. Internal
Audit submit regular reports on the management
of key business risks and the effectiveness of
the Agency’s system of internal control and
make recommendations for improvement.
Recommendations have been accepted by
management and are being or have been

implemented in accordance with agreed
timetables. The status of Internal Audit
recommendations is reported quarterly
to the Audit Committee.

During the year Internal Audit issued two
‘Limited’ opinion reports. These reports were:
(i) Income Support Northern Region and

(i) Mail Opening, Scanning and Image
Circulation (MOSAIC).

The main findings in the first report related

to non-compliance issues in respect of a
number of mandatory checks and resulted in
eight recommendations being made. The issues
identified were specific to Northern Region and
were not systemic across the Regional Network.
All of the recommendations were accepted by
management and implemented immediately.

The main weaknesses identified in the second
report related to the receipt and post opening
procedures operating in the recently established
Mail Opening Unit based in Limavady.

This resulted in six recommendations being
made and these have all been accepted

by management with four implemented
immediately and the remaining two

by April 2015.

These two areas will be subject to a follow
up Internal Audit review during 2015-16.

The Head of Internal Audit has awarded

an overall satisfactory opinion for 2014-15
in respect of Agency’s resource and benefit
expenditure categories.
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During the year Internal Audit reviewed the
Risk Management and Corporate Governance
arrangements within the Social Security
Agency. Their opinion based on the worked
performed was that a substantial system of
governance and risk management has been
established by management.

| have also received an overall satisfactory
opinion in respect of the systems administered
by staff within the Department for Employment

and Learning in the delivery and payment
of Jobseeker’s Allowance.

In November 2014, NIAO published its report
‘Modernising benefit delivery in the Social
Security Agency’s local office network’.

The outcome was generally positive with

the report acknowledging the Agency’s efforts
to modernise benefit delivery services whilst
operating in a complex environment.

Enterprise Shared Services

| draw assurance from the audit opinion
received from the Head of Internal Audit (HIA)

in the Department of Finance and Personnel on
the various components of Enterprise Shared
Services (ESS). These include Account NI which
is responsible for the Department’s transaction

processing, HR Connect which is responsible
for the Department’s Human Resource
arrangements and IT Assist which provided
our IT support services. | note that the HIA in
DFP has provided a satisfactory audit opinion
on ESS overall.
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The Risk and Control Framework

A robust risk management process is in place
to ensure that the risks faced by the Agency
are identified, managed and that appropriate
controls are in existence and utilised
accordingly. Directors and senior management
provide leadership in the risk management
process in their particular area of responsibility
and corporately through their involvement in
the Agency’s Management Board and
Modernisation Board.

The Agency has integrated risk management
within all aspects of its business and through
its planning, monitoring and reporting cycles.
Progress on the management of risks is

reported to, and reviewed quarterly by the AMB.

In addition, the risk management process is
supported by reports from Internal Audit and
independent scrutiny provided by the Agency’s
Audit Committee.

Within the year the Agency reviewed its
Certificate of Assurance process, refining the
Certificate itself and publishing new guidance
on the intranet for access by all staff.

The Agency’s Corporate Risk Management
Framework details the risk policy, approach and
operating procedures for managing risks within
the Agency’s business as usual environment.
This includes:

- arisk identification process which helps
develop a clear and common
understanding amongst senior managers
of the risks facing the Agency’s business;

« ownership of key risks assigned at Director

level with the responsibility and authority
for implementing controls and assigning
resources to manage them;

« evaluation of those risks which are
determined to have Extreme or High
residual rating to determine if they can be
adequately managed via the Agency’s risk
register or if they should be escalated to
the Department’s risk register; and

- risk assurance through the Agency’s
monitoring and reporting mechanisms,
e.g. Agency Annual Review, Internal Audit
annual reviews and the work of the Agency
Audit Committee.

At the beginning of 2014-15 AMB conducted
an end of year review of its Corporate Risk
Register for 2013-14, alongside the Agency’s
Balanced Scorecard for 2014-15, and agreed
the key corporate risks for 2014-15.

One new risk area was identified in relation to
planning for future spending. As part of the
on-going review of the Agency’s risks, in-year,
two new risks were added to the Risk Register,
relating to the progress of the Agency’s reform
projects with the potential for significant staff
surpluses; and contingency plans to manage
the impact of the Welfare Reform Bill delay.

In line with the Risk Management Framework
the Agency again escalated the existing risk
in relation to HR policies and strategies for
welfare reform and also the newly identified
contingency plan risk, to the Departmental
Board. AMB was content that the remaining
risks could be adequately managed via the
Agency’s risk management arrangements.
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As Accounting Officer | also have
responsibility for overseeing a portfolio of
reform and modernisation projects. These
projects are managed and monitored in line
with best practice in project and programme
management and adhere to DFP governance
and assurance requirements. Risk Management
forms an integral part of project planning and
product delivery. As part of the Agency’s
approach to Risk Management, a specific risk
management strategy has been adopted for
the management of risks identified in
programme and projects.

The Corporate Risk Management Strategy -

A Project Approach, which dovetails with the
Risk Management Framework, details the risk
policy, approach and operating procedures for
managing risks within the Agency’s programme

Data Security

The Agency is responsible for processing and
storing a significant amount of personal and
sensitive customer information and is
committed to ensuring that all information
assets are managed lawfully and securely.

The Agency reflects the significance of its
information management responsibilities by
including a risk on its Corporate Risk Register.
As Accounting Officer | receive regular
assurance that the information held by the
Agency is being handled appropriately and that
there are additional processes to manage the
security of information risk, including:

and project environment. The individual project/
programme risk registers are reviewed at
Project Board meetings and those risks with

a High or Extreme residual rating are presented
monthly at Modernisation Board or Universal
Credit Programme Board meetings. If considered
appropriate, these Boards may escalate the
High or Extreme risks to Agency and / or
Departmental Board.

The governance arrangements surrounding the
Welfare Reform/Modernisation Programme are
regularly reviewed to ensure that they continue

to incorporate best practice in programme and
project management. The governance structure

in place provides the necessary assurance to
Agency senior management and also ensures that
arrangements are in accordance with Department
of Finance and Personnel (DFP) guidance.

« confirmation that the Departmental
Information Security Policy, Information
Risk Policy, Information Transfer Guidance
and Personal Information Policy are being
used throughout the Agency;

» security accreditation of computer systems,
this includes the accreditation of specific
Northern Ireland systems used by the
Agency in line with HM government
standards; and,

» Security Specialist activities to monitor
operational procedures, provide assurance
that management controls are in place and;
operating effectively, that systems are secure
and being used appropriately and that all
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relevant guidance is being adhered to;
Given its scale and the extent of personal
information held, the Social Security Agency
has an Information Asset Owner (IAO) Support
Team which assists the IAO in the delivery
of the Agency’s information security
responsibilities. This team acts as the central
contact point for reporting and investigating
all information security breaches, both major
and minor. During the year the team focused
on five specific areas of information security
to strengthen its approach and address known
risks. The areas reviewed and enhanced were
recorded in the Agency’s Balanced Scorecard
and progress was monitored through the
Agency’s governance and accountability
processes. The work of the team was also
subject to a specific internal audit inspection.
Among the controls and procedures
strengthened during the year were new
processes for the reporting and handling
of information security breaches across the
Agency, greater consistency in approach,
the introduction of independent IAO led

investigations into major incidents, refined
rules to help the targeting and detection of
suspicious systems access and a programme
of refresher training across all telephony staff
to protect against bogus callers.

During the year, the Agency also undertook

a complete refresh of its Information Assets
Register, and provided regular returns to the
Department on its small systems accreditations,
quarterly IAO checklists and monthly returns

on minor and major incidents.

The Agency dovetails its information risk
management with the policies and processes
adopted by the Department, which has

a Senior Information Risk Owner at Board
level. Oversight of the Agency’s adherence
to information security and compliance with
best practice in the day to day running of the
business is provided by the heads of each
branch, with support and direction provided
by the Agency’s Information Security Unit (ISU)
and the Information Asset Owner (IAO).

Personal Data Related Incidents

During 2014-15 there were ten personal data
related incidents reported; four incidents where
personal data was lost and six incidents where
access to personal data did not comply with

Data Protection requirements. However, internal
action was sufficient to address the incidents
and formal referral to the Information
Commissioner’s Office was not required.
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Welfare Reform

The programme of Welfare Reform changes and
specifically the introduction of Universal Credit
represent the most substantial and widespread
changes to the welfare system in the last sixty
years. The principles and policy intent include
simplifying the benefit system, to make work
pay, and to control the rate of increase in the
costs of the social welfare system.

The Welfare Reform Bill (NI) 2012 failed at Final
Stage in May 2015 in the Northern Ireland
Assembly, this subsequently led to extensive
discussions between the political parties and
British and Irish Governments. These
discussions have resulted in a Stormont
Agreement and Implementation Plan entitled
“Fresh Start”, this was agreed by the Executive
on 18 November 2015.

Within the plan there is a section setting

out the agreement reached in respect of the
implementation of Welfare Reform in Northern
Ireland. The Assembly approved a Legislative
Consent Motion which has enabled a Welfare
Bill and Order in Council to be passed
through Westminster.

The Executive is committed to legislating for and
implementing a range of mitigation measures

to offset the more adverse impacts of the
Government’s welfare reform and tax credit
proposals. The Executive have agreed to allocate
£585 million over four years to “top-up” the
United Kingdom welfare arrangements in
Northern Ireland with a review in 2018-19.

A small working group has been set up to
provide the Executive with a set of clear
recommendations on how best to provide

protection for people in Northern Ireland, helping
the most vulnerable and those hard working
families who would lose their tax credits within
the overall available budget.

The working group will be led by Professor Eileen
Evason and the Executive has agreed it will be
bound by the panel’s recommendations. It is
expected that these recommendations will be
presented in January 2016. The Stormont Castle
Agreement provided for a number of schemes to
mitigate the negative impacts of welfare reform.
The work that has already been completed has
been made available to the working group who
will have the opportunity to consider those
proposals, amend or add to them and to develop
new proposals which are affordable within the
available financial envelope.

The delivery of the programmes and the new
reforms involve significant challenges both in
terms of timescales, and the impact of change
on the existing organisational structure,
operational and IT delivery models and funding
arrangements. In addition to the wide scale
changes for the Agency there are also external
bodies and enablers whose input is essential
to ensure the successful delivery of the new
programmes. Discussions are underway with
the Advice Sector to determine their role in
preparing claimants for the upcoming changes
to the welfare system.

Although dependent on the timeframe for the
required regulations on each element of
Welfare Reform, it is estimated that changes
will be introduced in Northern Ireland from
2016 onwards.
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Significant Internal Control Issues

For the 2014-15 financial year the NI
Comptroller and Auditor General placed a
qualified audit opinion on the regularity of
Social Fund expenditure. This was due to
the estimated level of error in Social Fund
payments (except for Winter Fuel Payments
and Cold Weather Payments).

Winter Fuel Payments and Cold Weather
Payments are not included within the Agency'‘s
official error annual measurement exercise

as the nature and administration of these
payments means that the possibility and the
level of official error is considered to be
insignificant. It was on this basis that the NI
Audit Office excluded these payments from

its regularity qualification.

During 2014, the Agency amended its approach
to the monitoring of official error in Social Fund
loans and payments. Social Fund official error
for Budgeting loans, Community Care Grants
and Crisis Loans was measured as part of the
Agency’s 2014 Financial Accuracy exercise.
Official error for Social Fund Funeral Loans
and Sure Start Maternity Grants is based on
updated 2013 results. This does not affect the
statistical validity of the Social Fund result as
the remaining elements are still measured to

a 95% confidence level.

For 2014 total estimated overpayments for
Social Fund expenditure were £0.823m (0.6%
of total Social Fund expenditure or 1.0% of
‘relevant’ Social Fund expenditure). The 2013
year total estimated overpayments for Social

Fund were £1.234m (0.9% of total Social Fund
expenditure or 1.5% of ‘relevant’ Social Fund
expenditure). (‘Relevant’ Social Fund
expenditure is the total Social Fund expenditure
less expenditure relating to Winter Fuel and
Cold Weather Payments. Winter Fuel and

Cold Weather Payments do not form part

of the Agency official error exercise).

For 2014 total estimated underpayments were
£0.471m (0.3% of total Social Fund expenditure
or 0.6% of relevant Social Fund expenditure).

In 2013 total estimated underpayments were
£0.802m of underpayments (0.5% of total
Social Fund expenditure or 0.9% of relevant
Social Fund expenditure).

The Agency does not measure customer fraud
or customer error in Social Fund expenditure.
The measurement of benefit fraud and error is
expensive and complex and it is important to
assess and decide which benefits should be
given priority for review and that account is
taken of the relative value/risk profile of each
benefit. A large proportion of Social Fund
payments are made up of loans that are
normally paid back to the Agency and, in some
cases, Social Fund payments are made
primarily because the recipient receives other
social security benefits that are subject to
regular review. Therefore, because of the nature
of Social Fund administration and payments,
the expenditure is considered to be less
vulnerable to customer fraud and error. The
Agency’s approach on this issue is consistent
with the policy applied by the Department for
Work and Pensions (DWP) in GB.
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The Agency continues to target its error
reduction funding at the areas of greatest
financial risk and a number of specific initiatives
are in place to provide added support and
checking within Social Fund decision making;
for example a Social Fund Accuracy
Improvement Plan. Throughout 2014-15
performance improvements in Social Fund
have emerged resulting in a reduction in the
level of estimated official error.

The Social Fund Accounting Gap refers to the
difference in Social Fund loan balances per the
Social Fund Computer System (SFCS) and the
financial and accounting system the Central
Payment System (CPS). Monthly procedures
are in place to reconcile the differences and

an alignment journal was again not required
for the production of the 2014-15 Social

Fund accounts.

Conclusion

The Department for Work and Pensions (DWP)
in Great Britain uses the Social Fund Computer
System and the CPS accounting system and it
has similar ‘Accounting Gap’ issues to the
Agency. The Agency continues to liaise with
DWP finance colleagues to share knowledge
and progress on the Accounting Gap area and
ensure that best practice and lessons learned
are fully utilised.

In 2014-15, the DSD Internal Audit completed
in-year reviews for all three Social Fund areas,
Social Fund North region, Social Fund Belfast
region and Social Fund South. All three areas
received a satisfactory audit opinion.

| am satisfied that the Agency has an effective governance structure and is operating to a high
standard of integrity and probity. In signing this report | have taken assurances from the Social
Security Agency’s Audit Committee and | will continue to monitor Internal Audit, Northern
Ireland Audit Office and Public Accounts Committee recommendations to ensure that all issues

are addressed.

Sy
oy

Tommy O’Reilly
CHIEF EXECUTIVE

NORTHERN IRELAND SOCIAL SECURITY AGENCY
DATE: 18 December 2015
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The Certificate and report of the
Comptroller and Auditor general to the
Northern Ireland Assembly

| certify that | have audited the Social Fund
Account for the year ended 31 March 2015
under the Social Security Administration
(Northern Ireland) Act 1992. These comprise
the Receipts and Payments Account,
Statement of Balances and the related notes.
These accounts have been prepared under
the accounting policies set out within them.

RESPECTIVE RESPONSIBILITIES OF
ACCOUNTING OFFICER AND AUDITOR

As explained more fully in the Statement of
Accounting Officer’s Responsibilities, the
Chief Executive of the Social Security Agency
is responsible for the preparation of the
accounts and for being satisfied that they
properly present the receipts and payments
during the year. My responsibility is to audit,
certify and report on the accounts in
accordance with the Social Security
Administration (Northern Ireland) Act 1992. |
conducted my audit in accordance with
International Standards on Auditing (UK and
Ireland). Those standards require me and my
staff to comply with the Auditing Practices
Board’s Ethical Standards for Auditors.

SCOPE OF THE AUDIT OF THE ACCOUNTS

An audit involves obtaining evidence about the
amounts and disclosures in the accounts
sufficient to give reasonable assurance that the
accounts are free from material misstatement,
whether caused by fraud or error. This includes
an assessment of: whether the accounting
policies are appropriate to the Social Fund’s
circumstances and have been consistently
applied and adequately disclosed; the
reasonableness of significant accounting
estimates made by the Social Security Agency;
and the overall presentation of the accounts.

In addition | read all the financial and non-
financial information in the Foreword to identify
material inconsistencies with the audited
accounts and to identify any information that
is apparently materially incorrect based on,

or materially inconsistent with, the knowledge
acquired by me in the course of performing
the audit. If | become aware of any apparent
material misstatements or inconsistencies

| consider the implications for my certificate.

| am required to obtain evidence sufficient to
give reasonable assurance that the receipts
and payments recorded in the accounts have
been applied to the purposes intended by the
Assembly and the financial transactions
recorded in the accounts conform to the
authorities which govern them.
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BASIS FOR QUALIFIED OPINION ON QUALIFIED OPINION ON REGULARITY

REGULARITY ARISING FROM ERRONEOUS In my opinion, except for the level of error in
SOCIAL FUND PAYMENTS Social Fund payments as referred to above, in
The Social Security Agency has estimated that all material respects the receipts and payments
erroneous calculations in certain Social Fund recorded in the accounts have been applied to
benefit awards have resulted in errors of £1.3 the purposes intended by the Assembly and the
million consisting of overpayments of £0.8 financial transactions recorded in the accounts
million (0.9 per cent of relevant payments) and conform to the authorities which govern them.

underpayments of £0.5 million (0.6 per cent of
relevant payments). Social Fund overpayments OPINION ON ACCOUNTS
and underpayments made by the Social

. . In my opinion:
Security Agency, due to error, are irregular yop

as the payments have not been applied in + the accounts properly present the receipts
accordance with the purposes intended by and payments of the Social Fund for the
the Northern Ireland Assembly. In addition the year then ended and the cash balances as
Social Security Agency is required to calculate held at 31 March 2015; and

Social Fund payments in accordance with
primary legislation which specifies the
entitlement criteria and the method used

« the accounts have been properly prepared
in accordance with the Social Security

to calculate the amount to be paid. Therefore Administration (Northern Ireland) Act 1992
where the Social Security Agency makes Social and Department of Finance and Personnel
Fund payments at rates either more or less directions issued thereunder.

than those specified in legislation then such

transactions do not conform to the authorities OPINION ON OTHER MATTERS

which govern them. o
In my opinion:

| have therefore qualified my opinion on the * the information given in the Foreword for
regularity of Social Fund payments (except

for Winter Fuel payments and Cold Weather
payments, which are considered less
susceptible to error) because of the level

of overpayments attributable to error which
have not been applied to the purposes intended
by the Northern Ireland Assembly and because
of the level of under and overpayments in such
payments which are not in conformity with the
relevant authorities.

the financial year for which the accounts are
prepared is consistent with the accounts.
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MATTERS ON WHICH | REPORT - the accounts to be audited are not in
BY EXCEPTION agreement with the accounting records; or
I have nothing to report in respect of the | have not received all of the information

following matters which | report to you if,

and explanations | require for my audit; or
in my opinion:

« the Governance Statement does not reflect

« adequate accounting records have not i i i
compliance with Department of Finance

been kept; or .
P and Personnel’s guidance.

Report

My detailed observations are included in my report attached to this account.

KI&-ﬁ/

KJ Donnelly

COMPTROLLER AND AUDITOR GENERAL DATE: 11 January 2016
Northern Ireland Audit Office

106 University Street

Belfast

BT7 1EU

RECEIPTS AND PAYMENTS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2015

Receipts 2014-15 2013-14
£000 £000

Receipts from DSD Vote RfR A 70,213 71,982
Repayments of Funeral Loans 140 157
Repayments of Budgeting Loans 54,742 52,348
Repayments of Crisis Loans 14,582 14,599
Refund of Social Fund overpayments 27 42
Total Receipts 139,704 139,128
Less Payments

Sure Start Maternity Grants 1,612 1,692
Funeral Loans 2,506 2,642
Cold Weather Payments 375 -
Budgeting Loans 53,973 53,725
Crisis Loans 13,427 14,426
Community Care Grants 13,689 13,979
Winter Fuel Payments 53,902 54,068
Total Payments 139,484 140,532
Excess of receipts over payments/ 220 (1,404)

(Payments over receipts)
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STATEMENT OF BALANCES NOTES TO THE ACCOUNT

2014-15 2013-14
£000 £000 1. ACCOUNTING POLICIES basis with no provision for accruals and
Opening Balance 1,551 2955 The account is prepared in accordance in. a form directed by the Department of
with Section 146(4) of the Social Security Finance and Personnel, shown as an
Plus Excess of receipts over payments/ Less Excess of 220 (1,404) Administration (Northern Ireland) Act appendix to this account.
Payments over receipts) 1992. It has been prepared on a cash
Closing Balance 1,771 1,551

STATEMENT OF LOANS

The notes on pages 25 to 32 form part of the account.
Budgeting Loans Crisis Loans Total
*P j £000 £000 £000
(N)

“‘““ig | 2014-15] 201314 ] 201415 2013-14] 2014-15) 201314
Opening Amount

66,364 65,331 29,691 30,027 96,055 95,358
Z:TE?EVXSCE?\'% Ei?:f :NDECE;:\:;;ZZT 5L SECURITYAGERCY Amount loaned 53,973 53725 13,427 14,426 67,400 68,151
Transferred to overpayments ) 1) - (1) @) @
Amount recovered (54,742)  (52,348) (14,582) (14,599) (69,324) (66,947)
Amounts written off (837) (343) (200) (162) (537) (505)
Closing Amount 65,256 66,364 28,336 29,691 93,592 96,055
The amount for loans outstanding at 31 adjusted for amounts written-off and
March 2015 shown in this note is based amounts transferred to overpayments.

on cumulative loans and repayments and
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3. AGE OF LOANS ANALYSIS

Between April 1988, when the Social Fund
loans scheme was introduced, and March
2015, loans of some £1,071m have been
paid. Over this period, £973m (90.9%) of
these loans have been recovered and £5m
(0.5%) written-off or adjusted, leaving

a balance of some £93m outstanding at
31 March 2015. Loans are normally
recovered by deduction from social
security benefits and, where this is not
possible, by cash repayments. Where a
customer has more than one loan, the
earliest loan is normally recovered first,
with repayment of later loans following
automatically. Loans can therefore take
several years to recover fully. This may be
due to the customer losing entitlement to
benefit and recovery being deferred until a
further claim is made. In addition recovery
of loans is determined by legislation and
can be restricted to avoid causing

hardship. The Agency has a statutory
obligation to issue Social Fund loans and
seek repayments in line with legislation.

The loan balances shown above represent
the total (gross) amounts outstanding.
These balances for Budgeting Loans and
Crisis Loans may not reflect the amounts
that are actually recovered. The estimated
net recoverable amount for Social Fund
loan balances is stated in the Agency’s
annual report and accounts and the DSD
annual resource accounts. The net
amount outstanding per the Agency
accounts at 31 March 2015 for Budgeting
Loans was £62.933m and Crisis Loans
was £27.198m; total net recoverable loan
balance was £90.131m (2013-14:
£92.290m). The net totals reflect the
2014-15 fair value adjustments as
required by the relevant financial
accounting standards and guidance.

An analysis of the age and number of loans outstanding at 31 March 2015 is

summarised below.

Category Budgeting

Loans
£000

5 years and more. 70,017 cases

2014-15 2013-14
Total Total
£000 £000

(2013-14: 64,606 cases) 6,064 3,911 9,975 9,129
Between 1 year and less than 5

years. 221,306 cases (2013-14: 21,800 13,606 35,406 36,482
234,955 cases)

Less than 1 year. 199,176 cases

(2013-14: 208,505 cases) 37,392 10,819 48,211 50,444
Total 65,256 8,336 93,592 96,055
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4.

STATEMENT OF FUNERAL LOANS OUTSTANDING

2014-15 2013-14
£000 £000

Opening amount 5,622 7,616
Amount loaned 2,506 2,642
Amount recovered (140) (157)
Amount written off (2,950) (4,479)
Closing Amount 5,038 5,622

The amount for Funeral Loans
outstanding at 31 March 2015 shown in
this note is based on cumulative loans
and repayments disclosed in the receipts
and payments account and adjusted for
amounts written off.

Funeral Loans are recoverable only from
the estate of the deceased, but in the
majority of cases the estate is insufficient
for the funeral payment to be recovered.

The loan balance shown above represents
the total (gross) amount outstanding.

The balance for Funeral Loans may

not reflect the amount that is actually
recovered. The estimated net recoverable
amount for Social Fund loan balances is
stated in the Agency’s annual report and
accounts and the DSD annual resource
accounts. The net amount outstanding

at 31 March 2015 for Funeral Loans was
£0.268m (2013-14: £0.144m). The net total
reflects the 2014-15 fair value adjustments
as required by the relevant financial
accounting standards and guidance.
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An analysis of the age and number of loans outstanding at 31 March 2015
is summarised below.

Category 2014-15 2013-14
b(0[0]0) p(0[0]0)
5 years and more. 151 cases (2013-14: 370 cases) 146 346
Between 1 year and less than 5 years. 2,333 cases (2013-14: 2,738 cases) 2,422 2,793
Less than 1 year 2,309 cases (2013-14: 2,442 cases) 2,470 2,483
Total 5,038 5,622
5. LOSSES
2014-15 2013-14
b(0[0]0) b 3(0[0]0)
Funeral Loans: Claims for recoverable Funeral Loans written off mainly due 2,950 4,479
to insufficient estates. 2,981 cases* (2013-14: 4,663 cases)
Budget Loans: Written off 1,242 cases™ (2013-14: 1,305 cases) 337 343
Crisis Loans: Written off 2,045 cases* (2013-14: 1,619 cases) 200 162
Total 3,487 4,984

*Case numbers for 2014-15 are based on
the number of Social Fund loans written
off. Comparative case numbers for 2013-

14 have also been adjusted to reflect
the number of loans written off.
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6. STATEMENT OF OVERPAYMENTS

Regulated Discretionary Total

£000 £000 £000

Amount outstanding at 01 April 2014 98
New overpayments in year 2014-15 2 3 5
Amount recovered in year 2014-15 (3) (24) (27)
Amount written off in year 2014-15 - ()] @
Amount outstanding at 31 March 2015 10 64 74

The amount for overpayments outstanding
at 31 March 2015 shown in this note is
based on the cumulative overpayments
which have been identified less the
repayments disclosed in the receipts and
payments account.

In line with Agency policy and procedures
for the referral of benefit overpayment
debt Social Fund overpayments are
referred to the Agency’s Debt
Management team for recovery action.
The Social Fund overpayment debt is also
incorporated within the benefit
overpayment receivable amounts in the
Agency annual report and accounts and
the DSD annual resource accounts.

7.  STANDING BALANCES

The closing balance within the Fund will
vary from year to year but the intention is

to maintain a standing balance of £1.3m.

At 31 March 2015 this balance was £1.77m.
In 2014-15 the Agency continued to monitor
and regulate the Social Fund standing
balance to ensure it was maintained within
acceptable tolerances.

A monthly draft receipts and payments
account is produced to inform the funding
requirements for Social Fund on a regular
basis. The Agency will continue the funding,
monitoring and reporting processes
throughout the next financial year to ensure
that Social Fund standing balance is
maintained within an acceptable level.

PAYMENT ACCURACY -
SOCIAL FUND BACKGROUND

The Agency aims to pay the right money
to the right person at the right time. Social
Security legislation lays out the basis on
which the Agency calculates and pays
benefits. However, the complexity of the
benefit systems and inherent risks
associated with the award and payment
of benefits result in inaccurate payments
being made in a proportion of the

awards we make.
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During 2014, the Agency amended its
approach to the monitoring of official error
in Social Fund loans and payments. Social
Fund official error for Budgeting Loans (BL),
Community Care Grants (CCG) and Crisis
Loans (CL) was measured as part of the

Agency’s 2014 Financial Accuracy exercise.

Official error for Social Fund Funeral Loans
(FL) and Sure Start Maternity Grants
(SSMGQG) is based on updated 2013 results.
This does not affect the statistical validity
of the Social Fund result as the remaining
elements are still measured to a 95%
confidence level.

Official Error occurs when benefit awards
are miscalculated as a result of an official
not applying the benefit specific rules

correctly or not taking into account all the
circumstances applicable to an individual.

CONFIDENCE INTERVALS:

The Agency reviews a sample of claims
and this sampling approach introduces
statistical uncertainty into the figures.

This uncertainty is quantified with 95%

confidence interval. These give a range in
which we can be 95% sure that the true
value lies for each of the estimates
presented. They allow for the additional
uncertainty that comes from the use of
older measurements.

The tables below set out an estimate of
overpayments and underpayments due
to Official Error in Social Fund expenditure
for the calendar year 2014. The Social
Fund expenditure amounts represent the
‘relative expenditure’ for the year January
— December 2014. (These figures are
based on the Agency’s annual accounts
which are prepared in accordance with
the appropriate Government Financial
Reporting Manual, FReM, issued by the
Department of Finance and Personnel,
DFP). The expenditure amounts in Tables
1 and 2 do not include expenditure for
Cold Weather Payments and Winter

Fuel Payments.

Estimates for Official Error for 2013 are also
shown for comparative purposes.

30

SSA SOCIAL FUND ACCOUNT 2014-2015

Table 1 -Estimates of Benefit overpayments due to Official Error

Year/ Expenditure | Monetary
Category £ value of
Official

Error £

Lower Upper Monetary Lower

Confidence | Confidence value of | Confidence

Level £ Level £ Error as Interval
a % of
Expenditure

Upper
Confidence
Interval

Period of
Financial
Accuracy

Review

2014 81,724,717 703,812 282,101 1,436,342 0.9% 0.3% 1.8% Dec 13 -
(BL,CCG Nov 14
& CL)

2014 3,856,979 118,795 0 290,061 3.1% 0.0% 7.5%  Jan 13 -
(FL & Dec 13
SSMG) updated
2014 85,581,696 822,607 377,605 1,574,892 1.0% 0.4% 1.8% N/a
(Total SF)

2013 84,503,515 1,234,263 740,759 1,775,944 1.5% 0.9% 21% Jan - Dec
(Total SF) 13

Table 2 -Estimates of Benefit underpayments due to Official Error

Year/ Expenditure | Monetary
Category £ value of
Official

Error £

Lower Upper Monetary Lower

Confidence | Confidence value of | Confidence

Level £ Level £ Error as Interval
a % of
Expenditure

Upper
Confidence
Interval

Period of
Financial
Accuracy

Review

2014 81,724,717 462,917 53,342 1,107,939 0.6% 0.1% 1.4% Dec 13 -
(BL,CCG Nov 14
& CL)

2014 3,856,979 7,982 0 28,717 0.2% 0.0% 0.7% Jan 13 -
(FL & Dec 13
SSMG) updated
2014 85,581,696 470,899 61,091 1,116,253 0.6% 0.1% 1.3% N/a
(Total SF)

2013 84,503,515 802,497 168,050 1,621,464 0.90% 0.20% 1.9% Jan - Dec
(Total SF) 13

Notes Tables 1 & 2:

Social Fund: Social Fund Financial Accuracy for Budgeting Loans (BL), Community Care Grants (CCG) and Crisis Loans (CL)

was measured in 2014.

Social Fund Funeral Loans (FL) and Sure Start Maternity Grants (SSMG) are based on updated 2013 results.
This does not affect the statistical validity of the Social Fund result as the remaining elements are still measured to a 95%

confidence level.

The total expenditure for Social Fund in 2014 was £85,581,696 with Monetary Value of Official Error £822,607 (1.0% of expenditure)
The period of Financial Accuracy Review for 2013 was Jan 13 - Dec 13
The period of Financial Accuracy Review for 2014 was Dec 13 - Nov 14

Full details of the estimated fraud and error
results for the Agency are included in the

2014-15 Agency Annual Report and Accounts,
(Note 25, Payment Accuracy).
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Social Fund Accounts — Official Error

The Agency’s Social Fund White Paper The estimated level of Official Error

accounts for the financial year April 2014 to overpayments for 2014 as a proportion of the
March 2015 are prepared on a cash basis with total 2014-15 Social Fund expenditure is

no provision for accruals. Expenditure and detailed in Table 3 below. Estimates for Official
receipts for the financial year, and the Error overpayments for 2013 are also shown
Statement of Balances are included in the in Table 3 for comparative purposes.

Receipts and Payment Account. The account The estimated level of Official Error

includes expenditure for Cold Weather
Payments and Winter Fuel Payments.

underpayments for 2014 as a proportion

of the 2014-15 Social Fund expenditure is
detailed in Table 4 below. Estimates for
Official Error underpayments for 2013 are also
shown in Table 4 for comparative purposes.

Table 3- Estimated Levels of Official Error Overpayments in Social Fund expenditure

Expenditure £000 Monetary value of Official | Monetary value of error as
Error £000 a % of expenditure

2014-15 139,484 823 0.6%

2013-14 140,532 1,234 0.9%

Table 4- Estimated Levels of Official Error Underpayments in Social Fund expenditure

Expenditure | Monetary value of Official | Monetary value of error as
£000 Error £000 a % of expenditure

2014-15 139,484 471 0.3%

2013-14 140,532 802 0.5%

k}”@ e O?Q

Tommy O’Rellly NORTHERN IRELAND SOCIAL SECURITY AGENCY
CHIEF EXECUTIVE DATE: 18 December 2015

Appendix 1

SOCIAL FUND

NORTHERN IRELAND SOCIAL
SECURITY AGENCY

ACCOUNTS DIRECTION GIVEN BY

THE DEPARTMENT OF FINANCE
AND PERSONNEL

The Department of Finance and Personnel
(DFP) in accordance with Section 146 (4) of
the Social Security Administration (Northern
Ireland) Act 1992 hereby gives the following
Direction.

The statement of account which it is the
duty of the Northern Ireland Social Security
Agency to prepare in respect of the
transactions of the Social Fund for the
financial year ending 31 March 1995 and for
any subsequent years, shall comprise:

a) a foreword;

S. QUINN
TREASURY OFFICER OF ACCOUNTS

b) an account of receipts and payments;
c) a statement of balances:

and shall include any such notes as may
be necessary for the purposes referred
to in the attached schedule.

The Accounting Officer shall observe

all relevant accounting and disclosure
requirements in “Government Accounting
Northern Ireland” and any other guidance
issued by DFP, as amended or augmented
from time to time.

The format of the statement of account
and the disclosure requirements are in
the attached schedule.

The foreword and account shall be signed
by the Accounting Officer.

The Accounts Direction shall be reproduced
as an annex to the accounts.

DATE: 11 SEPTEMBER 1996
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Appendix 2

FORMAT OF ACCOUNT AND DISCLOSURE
REQUIREMENT

1. The foreword shall state that the account
has been prepared in accordance with a
direction issued by DFP in pursuance of
Section 146 (4) of the Social Security

Administration (Northern Ireland) Act 1992.

The foreword will also include details of
the following:-

(a) a brief history of the Social Fund and
its statutory background;

(b) categories of payment;
(c) financial basis of the fund;

(d) the publication of the Department for

Social Development — Annual Report
on the Social Fund;

(e) audit arrangements;
(f) responsibilities of the Accounting Officer.

The receipts and payments account and
statement of balances shall conform to
the formats shown in the Annex, although
minor variations may be made.

The notes shall include:

(a) a statement of loans including
an age analysis of loans outstanding;

(b) a statement of losses;
(c) the policy on maintaining
a standing balance.
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ANNEX

RECEIPTS AND PAYMENTS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 199X

199X/X 199X/X
RECEIPTS £’000 £’000
Receipts from DSD Vote RfR A
Repayments of funeral payments
Repayments of budgeting loans
Repayments of crisis loans
Other receipts

total

Less

PAYMENTS

Maternity expenses
Funeral expenses

Cold weather payments
Budgeting loans

Crisis loans
Community care grants
Winter Fuel Payments

total
Excess of receipts over payments /
(Excess of payments over receipts)

STATEMENT OF BALANCES
£°000 £’000
Opening Balance

Plus

Excess of receipts over payments
(Less

Excess of payments over receipts)
Closing Balance

The Notes on pages [ ] and [ ] form part of the Account.
Northern Ireland Social Security Agency

Chief Executive Date
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Appendix 3

Report by the Comptroller and

Auditor General

INTRODUCTION

1.  The Social Security Agency (the Agency) is
required under an Accounts Direction from
the Department of Finance and Personnel
(DFP) to prepare the Social Fund Account,
which reports Social Fund receipts and
payments, a statement of balances and
Social Fund loans outstanding at the year
end. In 2014-15 the Agency made Social
Fund benefit payments totalling £139.5
million (£140.5 million in 2013-14). Social
Fund loans outstanding at 31 March 2015
amounted to £98.6 million (£101.7 million
at 31 March 2014).

2. Section 146(4) of the Social Security
Administration (Northern Ireland) Act 1992
requires me to examine and certify the
Social Fund account and to lay copies
of that account before the Northern
Ireland Assembly.

3. With the exception of the 2012-13 year
when estimated levels of error fell
significantly and | did not qualify my audit
opinion, my audit opinion has been
qualified since 2006-07 because of
significant levels of error in Social Fund
benefit expenditure (except for Winter Fuel
payments and Cold Weather payments).

In 2014-15, the levels of error have reduced
but these continue to be material to the
account and this report reviews the results

of my audit of the Social Fund and sets
out why | have decided to continue to
qualify my audit opinion due to the
estimated levels of error in Social Fund
benefit payments.

BASIS FOR THE ESTIMATED LEVEL
OF ERROR

4.  The Agency, through its Standards
Assurance Unit (SAU), regularly measures
and reports, on a calendar year basis, on
the estimated level of official error, that is,
error arising from internal Agency error, for
Social Fund payments. In order to do this,
statisticians from the Agency’s Analytical
Services Unit provide samples of social
fund Budgeting Loans, Community Care
Grants and Crisis Loans on a monthly basis
from the benefit live load. SAU subjects
those payments to detailed examination
for evidence of under or over-payments
due to errors made by Social Security
Agency staff. Results of official error in
Funeral Loans and Sure Start Maternity
Grants are estimated using the results of
the 2013 exercise. The results from the two
exercises are combined and then used to
estimate the total value of error within
Social Fund for the year, with associated
ranges based on 95% confidence levels.
The midpoint of these ranges are used as
an estimate of the monetary value of the
error in the year.

36 SSA SOCIAL FUND ACCOUNT 2014-2015

The exercise covers all types of Social
Fund payments apart from Winter Fuel
payments and Cold Weather payments that
are considered to be less susceptible to
error. The Agency presents the results of
this exercise in a note to both the Social
Fund accounts and the Agency Annual
Report and Accounts which also explains
that the estimates are by their nature
subject to uncertainty because they are
based on sample testing. These estimates
do, however, represent the best measure of
error available. | examined the work
undertaken by the Agency and am content
that the results produced by the SAU are a
reliable estimate of the total error in the
benefit system.

ESTIMATED LEVELS OF ERROR IN SOCIAL
FUND BENEFIT PAYMENTS

6.

The results of this work show that total
relevant payments (total payments less
Winter Fuel payments and Cold Weather
payments) in 2014-15 amounted to £85.2
million with estimated incorrect benefit
payments of £1.3 million comprising:

Overpayments due to official error of £0.8
million (0.9 per cent of total relevant
payments); and

Underpayments due to official error of
£0.5 million (0.6 per cent of total
relevant payments).

The trend in errors in Social Fund payments
over the last five years is shown in the
table overleaf.
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Table 1 — Estimated levels of official error in Social Fund payments’

Total relevant payments 85.2 86.5 84.2 82.3 871

Overpayments 0.8 (0.9%) 1.2 (1.4%) 0.7 (0.8%) 1.5 (1.8%) 1.0 (1.1%)
Underpayments 0.5 (0.6%) 0.8 (0.9%) 0.02 (0.02%) 0.3 (0.4%) 0.8 (0.9%)
Total incorrect payments 1.3 (1.5%) 2.0 (2.3%) 0.72 (0.82%) 1.8 (2.2%) 1.8 (2.0%)

Source: Social Fund Accounts 2010-11 to 2014-152

8.  Whilst the total incorrect payments have
reduced since last year, they are still at a
significant level at 1.5 per cent of total

relevant payments® and | asked the Agency
to explain what steps it was taking to
further reduce these levels of error.

1 Estimates are reported on the calendar year basis rather than the financial year.

2 Asindicated in the Agency Annual Accounts, the estimates in the table are quoted to the nearest £0.1million and presented with
95% confidence levels, which include adjustments to incorporate some non-sampling sources of uncertainty.

3 Total relevant payments represent total payments less winter fuel payments and cold weather payments.

9. The Agency told me that it continues to
have an Accuracy Improvement Plan in
place in an effort to further reduce levels of
error. Accuracy Improvement activities are

monitored locally across the Agency on an
on-going basis. In addition, a Social Fund
Forum is held quarterly to identify and
promote best practice.

38 SSA SOCIAL FUND ACCOUNT 2014-2015

Conclusion

10.

The entitlement criteria and the methods
used to calculate the amount of each Social
Fund payment are set out in legislation.
Where an error has occurred and resulted
in an over or underpayment of Social Fund
these payments made are not in conformity

KI&nﬁ/

KJ Donnelly
COMPTROLLER AND AUDITOR GENERAL
DATE: 11 January 2016

with the governing legislation and are
therefore irregular. | consider the estimated
levels of error in Social Fund payments are
material and consequently | have qualified
my audit opinion on the regularity of Social
Fund payments.

Northern Ireland Audit Office
106 University Street

Belfast

BT7 1EU
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