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COUNTER FRAUD AND CORRUPTION STRATEGY

1. INTRODUCTION

1.1
Under the Use of Resources (UoR) Key Lines Of Enquiry (KLOE) the Council is required to operate Counter Fraud and Corruption ‘good practices’ in avoiding fraud entering into Council business.  The KLOE states:


“There is a counter fraud and corruption policy applying to all aspects of the Council’s business which has been communicated throughout the Council.”

1.2
Whilst the Council has facilitated and followed ‘good practice’ in this respect, e.g. Member Code of Practice, it has never drawn up a formal policy incorporating all the practices and procedures in place in preventing , investigating, detecting and deterring fraud.

1.3
A Counter Fraud and Corruption Policy has been drafted incorporating ‘good practice’ followed by (or which should be followed by) the Council.

1.4
This draft policy is set out at Appendix 1.

2. COUNTER FRAUD AND CORRUPTION POLICY ACTION PLAN

2.1
After drafting the policy a gap analysis has been undertaken encompassing Council prevention, detection and deterrence practices and procedures against those set out in the policy, i.e. looking at where the Council is unable to evidence full compliance with the policy.

2.2
An action plan has been drawn up to meet this ‘gap’ in Counter Fraud and Corruption ‘good practice’.

2.3
The main requirement set out in the action plan is to create a better anti-fraud culture within the Council particularly by communication, training on the policy and ‘good practice’.

2.4
Other areas needing improving as set out in the plan concern improving, deterrence, prevention, detection, investigation and ‘redress’ practices and procedures.

2.5
As can be seen by the action column many of the ‘gaps’ have already been actioned.

3. CONSULTATION

3.1
Consultation to Date.

3.2
Consultation proposed – Corporate Resources Overview and Scrutiny Committee will scrutinise the Strategy at their meeting on 6 December 2007.

4. RECOMMENDATIONS

4.1
Members are asked to note the draft Counter Fraud and Corruption Policy.

4.2
Members are asked to note the comments and required changes to the strategy made by Corporate Resources Overview and Scrutiny Committee on 6 December, prior to submission to full Council.

5. REASONS FOR RECOMMENDATIONS

Under the Use of Resources (UoR) Key Lines Of Enquiry (KLOE) the Council is required to operate Counter Fraud and Corruption ‘good practices’ in avoiding fraud entering into Council business.

6. IMPLICATIONS

· Staffing/Resources – Some staff training required

· Financial – No financial costs associated with implementing this strategy.

· Legal – The Head of Legal Services has been party to drafting this policy and action plan.

· Corporate – Senior Management Team and Service Heads have been fully consulted (and have commented) on the Strategy 

· Risk Management – The Strategy advises on ‘best practice’ to be implemented to deter fraud from certain Council business

· Equality and Disability – N/A

· Environmental – N/A

· Crime and Disorder – Strategy designed to deter fraud from entering Council business

· Impact on Customers – N/A

ANGELA BROWN

Director of Corporate Services

Contact:
Peter Mason


Ext:
7270
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Introduction

The Council's Anti-Fraud and Corruption Policy is based on a series of comprehensive and inter-related procedures designed to set high standards of honesty and probity. This policy is designed to prevent, frustrate, and take effective action against any attempted fraudulent or corrupt acts affecting the Council. The Policy requires support across the Council and involves:

1. 
A Corporate Framework

2. 
Prevention of error, irregularities, fraud and corruption

3. 
Detection and Investigation

4. 
Training

5. Deterrence.

The staff and Members support a strong culture of counter fraud and corruption.

Corporate Framework

The Corporate Framework consists of a number of documents and procedures which all contribute to the Council’s counter-fraud strategy.

The key elements of this are: -

· A Theft, Fraud & Corruption Response Plan that emphasises the importance of probity to all concerned

· Member support and training for both City and Parish Councillors from Legal & Democratic Services

· Members Code of Conduct 

· Officers Code of Conduct as part of Council’s induction pack

· A "whistleblowing" policy known as the Confidential Reporting Policy, and a Complaints Procedure
· Asset Disposal Rules and Financial Procedure Rules
· Sound internal control systems, procedures and reliable records
· Clear disciplinary procedures
· An effective Internal Audit team

· A dedicated Benefits Investigation team

· Effective recruitment and appointment procedures
· Clear responsibilities, accountabilities and standards set out under the Scheme of Delegation within the Council’s Constitution
· Induction and training
· Money Laundering Policy and Guidance
· Corporate and Operational Risk Registers

· Register of Gifts and Hospitality

· Contracts Procedure Rules.

Prevention

Within the overall corporate framework there are a number of key people and measures that can help in the prevention of fraud and corruption, and these are:

· Officers of the Council;

· Members;

· Internal Control Systems;

· Combining with others to prevent and fight fraud.

· Internal Audit

· Benefit Fraud Team

Officers of the Council

Managers should have policies in place to safeguard the Council against fraud and corruption. 

All directorates should have a “family and friends” policy to ensure staff do not have contact with family or friends in an official capacity without the clearance of their line manager. This will also protect staff following proper procedures against possible allegations of misconduct when it may be an unavoidable situation.

A key preventative measure in the fight against fraud and corruption is to take effective steps during the recruitment stage to establish, as far as possible, the previous record of potential officers, in terms of their propriety and integrity. In this regard, temporary staff should be treated in the same manner as permanent officers. Officer recruitment should be in accordance with procedures laid down by Personnel. Whenever possible, written references should be obtained with specific assurances regarding the known honesty and integrity of potential officers before formal employment offers are made. 

All officers must abide by the Council's Code of Conduct for Officers, which sets out the Council's requirement on personal conduct. The Code forms part of the Council’s induction and can be found on the Council’s Public Folders. New recruits are made aware of the Code during their corporate induction. Officers of the Council are also expected to follow any code of conduct related to their personal Professional Institute. It is the Council’s intention to adopt the Officer Code of Conduct provisions as set out when published by the Government.

The Council has in place disciplinary procedures for all categories of employee. Any breach of conduct, including the non-declaration of potential conflicts of interest, will be dealt with under these procedures and may result in dismissal. All staff on PO grade or above completes an annual declaration of interest form which is held by Personnel.  The Head of Democratic Services reminds staff twice a year of their responsibility to declare gifts and hospitality.

Officers are reminded that under the Council's Constitution they must declare any gifts or hospitality offered on the appropriate form, even if it is refused, and this should be forwarded to the Director of Legal & Democratic Services for recording in the register. They must also operate within Section 117 of the Local Government Act 1972 regarding the disclosure of pecuniary interests in contracts relating to the Council.

The Director of Legal & Democratic Services is the appointed Monitoring Officer in line with the Local Government Act 2000. As part of this role, he has overall responsibility for the maintenance and operation of the Codes of Conduct set out in the Constitution.

Members

Members are required to operate within the Code of Conduct. The Director of Legal and Democratic Services provides induction training for all new City Councillors on the Code of Conduct and Constitution.  The Director of Legal and Democratic Services also provides training for Parish Clerks and Parish Chairmen on the Parish Code of Conduct which the Clerks and Chairmen are then expected to pass on to their Members. Included in the guidance are the procedures for the declaration and registration of potential areas of conflict between Members' duties and responsibilities for the Council and any other areas of their personal or professional lives. The Council has in place a Standards Committee, which promotes and maintains high standards of Member conduct and assists Members in observing the Code of Conduct. The Director of Legal and Democratic Services, Head of Legal Services and Head of Democratic Services also provide information and support to Parish Councillors on any queries which they have with the Code. The Head of Democratic Services writes to all Councillors twice a year to remind them of the need to ensure that they keep entries in their Personal Interest form (including receipt of gifts / hospitality) up to date.

Chief Officers responsibility

Directors and Service Heads will ensure the Council communicates its counter fraud policy to staff and that senior managers have up to date controls in place to protect their area of work.

· To ensure staff are aware that it is good practice not to have any contact with family or friends in a work context without clearance from their supervisor.

· To ensure that Members and staff are aware of how to report fraud. Either within the council or against the council and the ‘Confidential Reporting Policy’ and where to find it. 

Examples of fraud against the Council would be Benefit fraud or Council Tax fraud such as claiming single person discount when more than one adult occupies a property.

· To ensure Service Heads have policies in place to prevent fraud and protect their employees against unjust accusations of fraud.

· To ensure that Service Heads communicate the Confidential Reporting policy to staff.

Internal Control Systems

The Council has various rules and codes of conduct in place that provide a requirement on officers, when dealing with the Council's affairs, to act in accordance with best practice. The Council has a statutory responsibility to ensure that proper arrangements are made for the Council's financial affairs. In addition, under the Accounts & Audit Regulations 1996 as the "responsible financial officer", the Director of Corporate Services is required to provide an assurance that there is an adequate and effective system of internal audit and that accounting control systems are in place. This is a key control in the prevention of impropriety as is the concept of "separation of duties", especially when involving significant transactions. The Council's aim is to have sound financial systems and procedures that incorporate efficient and effective internal controls. Under the Council's Financial Procedure Rules, the Director of Corporate Services is responsible for ensuring that adequate controls are in place. The existence, appropriateness, and effectiveness of these internal controls are independently monitored and reported upon by the Council's Internal Audit team.

Combining with Others to Prevent and Fight Fraud

The Council is committed to exchanging information with other local and national agencies in order to identify and prevent fraud using data matching techniques. Such activity is carried out in full compliance with the Data Protection Act 1984 and in line with the Audit Commission’s National Fraud Initiative. As part of that initiative, the Council provides Payroll, Pension, Housing Benefit and creditor details to other agencies for data matching purposes.

Any employee found to be perpetrating fraud against is liable to face disciplinary action as this has implications for the Council's trust and confidence in the employee.

With the rapid increase in recent years of organised fraud perpetrated against public bodies, the necessity to liaise with other organisations has become paramount.

Some of these are summarised below:

· Police

· Audit Commission

· Government agencies

· Audit Commission (National Fraud Initiative)

· Home Office

· Department of Works & Pensions

Money Laundering

The officer nominated to receive disclosures about money laundering activity within the Council is the Head of Revenues and Benefits Services, Peter Mason on ext 7270 or in his absence the authorised deputy Money Laundering Responsible Officer is the Head of Audit Services, Ian Beckett who can be contacted on ext. 7292. 

Where suspected or known money laundering activities are taking/or have taken place, or involvement in a matter may amount to a prohibited act under sections 327 – 329 of the Proceeds of Crime Act 2002 Act, this must be disclosed as soon as practicable to the Money Laundering Responsible Officer (MLRO), Peter Mason.  This disclosure should be within “hours” of the information coming to your attention, not weeks or months later.  Anyone not doing so may be liable to prosecution.  

The Money Laundering Policy and reporting forms are available on the Intranet. The report must include as much detail as possible. No further enquiries into the matter should be made unless directed by the MLRO and at no time and under no circumstances should suspicions be raised with the person(s) whom are suspected of money laundering.
Use of the intranet

 A Counter Fraud page will be developed and maintained on the Council’s new intranet. 
Detection & Investigation

It is the responsibility of all staff to assist in the prevention and detection of fraud and corruption. In addition, Audit Services and the Audit Commission will liaise closely and implement a cyclical programme of audit reviews, but Audit Services does not have responsibility for the prevention or detection of fraud and corruption.  Auditors are, however, alert in all their work to risks and exposures that could allow fraud or corruption and to any indications that fraud or corruption have been occurring. 

Most frauds are discovered either by chance or by a "tip-off". It is often the alertness of employees and the public that enables detection to occur. Nationally only 5% of frauds are discovered by Audit, 95% of fraud is discovered by either systems in place, “whistleblowers” or the defrauder making a mistake bringing the fraudulent behaviour to the attention of the authorities.

Two articles a year will be published in the staff magazine reminding staff how to report fraud and corruption and their responsibilities regarding gifts and hospitality.

The Theft, Fraud & Corruption Response Plan with the Confidential Reporting Policy provide a clear path for raising concerns and facilitating "tip-offs", and the fraud response arrangements outlined in this Policy enable such information or allegations to be properly dealt with.

The Council's Confidential Reporting Policy gives advice on how to raise a concern as well as providing information on the safeguards and support that are available to those who raise concerns.

Senior management are responsible for following up any allegation of fraud or corruption that is received and are required to report all suspected irregularities to The Director of Corporate Services or the Head of Audit Services for investigation. This is essential to the Anti-Fraud and Corruption Policy and ensures: -

· consistent treatment of information regarding fraud and corruption;

· proper investigation by an independent and experienced audit team;

· the optimum protection of the Council's interests.

On receipt of a referral from a Senior Manager, the investigating auditor will: -
· deal promptly with the matter;

· record all evidence that has been received;

· ensure that evidence is sound and adequately supported;

· make secure all of the evidence that has been collected;

· where appropriate, contact other agencies;

· when appropriate, arrange for the notification of the Council's insurers;

· report to senior management

Depending on the nature and anticipated extent of the allegations, Internal Audit will normally work closely with management, Personnel, the legal department etc. and other agencies, such as the Police. This is to ensure that all allegations and evidence are properly investigated and reported, and where appropriate maximum recovery is made for the Council, including time spent on investigations. 

The Council's disciplinary procedures will be used where the outcome of the Audit investigation indicates improper behaviour. As part of the disciplinary procedures, "reasonable belief" is a sufficient ground for dismissal, rather than beyond reasonable doubt as in a criminal court of law.

Where financial impropriety is discovered, the Council's presumption is that referral to the Police will be given due consideration, based on the facts of the individual case. The Crown Prosecution Service determines whether or not a prosecution will be pursued. Referral to the Police is a matter for the Director of Corporate Services and the Chief Executive. The Head of Audit Services retains the right to draw any such matters to the attention of the Audit Committee if he/she considers this to be necessary. All referrals to the Police will be reported to the Chief Executive and the Director of Corporate Services. Potential criminal proceedings will not inhibit action under the disciplinary procedure. The Council's external Auditor, the Audit Commission, also has powers to independently investigate fraud and corruption, and the Council can use their services for this purpose.

Training

The Council recognises that the continuing success of its Anti-Fraud and Corruption Policy and its general credibility will depend largely on the effectiveness of training, communication and responsiveness of officers throughout the organisation. To facilitate this, the Council supports the concept of full induction training and follow-up training; this applies particularly to officers involved in internal control systems and financial and finance-related systems, to ensure that their responsibilities and duties in this respect are regularly highlighted and reinforced. It also applies to casual, temporary and agency employees, who may not be aware of the high standards of probity that are required in the public sector.

The review of the Council's internal control systems and the investigation of fraud and corruption are the responsibility of Internal Audit, apart from the investigation of fraudulent Housing Benefit claims as the Council has a dedicated Housing Benefits Investigation Team.

The officers involved in the review of internal control systems and investigative work should be properly and regularly trained. The training plans of Internal Audit and the Housing Benefits Investigation Team will reflect this requirement.
Deterrence

There are a number of ways to deter potential fraudsters from committing or attempting fraudulent or corrupt acts, whether they are inside or outside of the Council, and these include: -

· Publicising the fact that the Council is firmly set against fraud and corruption and states this at every appropriate opportunity - e.g., policy statement on the Internet, clause in contracts, statements on benefits claim forms, publications etc.;

· Acting robustly and decisively when fraud and corruption are suspected and proven - e.g., the termination of contracts, dismissal, prosecution, etc.;

· Taking action to gain the maximum recoveries for the Council - e.g. through agreement, Court action, penalties, insurance, etc;

· Having sound internal control systems that, although still allowing for innovation, at the same time limit the opportunity for fraud and corruption.

· Publicising successful prosecutions.

Conclusion

The Council has in place a clear network of systems and procedures to assist it in the fight against fraud and corruption. It is determined that these arrangements will keep pace with any future developments, in both prevention and detection techniques, regarding fraudulent or corrupt activity that may affect its operation or related responsibilities.

To this end, the Council maintains a continuous overview of such arrangements through the roles of the Monitoring Officer and Director of Corporate Services, the Financial Procedure Rules, various codes of financial practice, accounting instructions and audit arrangements. Both the Policy Statement and Strategy will be subject to an annual review to ensure that they remain current.

Contact Details are as follows: -

Angela Brown 
Director of Corporate Services
01228 817299

Ian Beckett
 
Head of Audit Services

01228 817292

For consideration

Register of staff interests updated annually and held by personnel? (This is already done for staff above a certain grade.)


Actions


Lead Officer
Target

Date
Completed

Creating an anti fraud culture





Informing staff
Counter fraud awareness training to be given at staff inductions (Staff Code of Conduct).
Head of Personnel and Development Services
March 2008


Internal Audit to liase with local and regional audit groups.
Audit meet with Cumbria Audit group quarterly. Regular contact with the Audit Commission.
Head of Audit Services
Actioned
Ongoing

Inform staff of National Fraud Initiatives via Payroll.
Letter sent to all staff informing them of the transfer of information for the National Fraud Initiative. Bi-annual exercise
Director of Corporate Services 
Actioned
Yes for current round (Oct 06)

Include a counter fraud message in new version of ‘Staff Focus’  annually

Head of Revenues and Benefits
Dec 2007


Presentation/training to Members on counter fraud.
To be run for new members after elections and refreshers as required.
Head of Personnel and Development Services?
Dec 2007


‘How to report Benefit fraud’ message in ‘Carlisle Focus’ annually which is sent to all residents.
Advert to Communications for inclusion in Carlisle Focus magazine.
Benefits Manager
Autumn 2007


Conduct a counter fraud awareness audit as part of the Audit plan
This is currently being developed to include Members, managers and staff.
Head of Audit Services
March 2008


Develop and maintain a counter fraud page on the Council’s new intranet
To include:

· Counter Fraud Strategy, 

· Confidential Reporting Policy, 

· Theft Fraud and Corruption Response Plan

· Money Laundering Policy

· Feedback form

· How to report suspicion of fraud

· Contact details for Internal Audit and the Audit Commission
Head of Revenues and Benefits
March 2008


Deterrence





Ensure staff are aware of the consequences of fraudulent acts against the Council.
This will be covered by the outcomes of the counter fraud awareness audit. 

Counter fraud awareness training to be given at staff inductions.
All Heads of Service

Head of Personnel and Development Services
Dec 2007


Twice yearly reminder of the need to declare any Gifts and Hospitality even if declined.
Staff to be sent an e-mail reminding them of their responsibilities to declare offers of gifts and/or hospitality.
Head of Democratic Services


Oct 2007
(Last sent Apr 2007)

Prevention





Review Counter Fraud strategy after each audit and update as appropriate.
Draft to be presented to SMT for comment.
Director of Corporate Services
Oct 2007


Review Financial Procedure rules

Head of Audit Services
Annually
July 2007

Review Contracts Procedure rules
Work being undertaken by Development & Support Manager to strengthen procedures
Director of Legal & Democratic Services
Dec 2007


Introduce/review Officers Code of Conduct after any audit
Examples of Officers Code of Conduct obtained from high scoring UOR councils.

To adopt National Officers Code of Conduct provisions when published by the Government. 
Director of Legal and Democratic  Services & 

Head of Personnel & Development Services



Ensure any audit recommendations are put in place.
Produced as part of normal audit work.
Head of Audit Services
Ongoing
Audit Services follow up

Ensure that any fraud notices are actioned as appropriate.
National Fraud Bulletins to be obtained from Audit Commission if still produced.
Head of Audit Services
Oct 2007


Review office practices, procedures and policies after any audit to ensure they reflect current fraud prevention work.

All Heads of Service
Dec 2007


Ensure the risk register includes fraud as a risk to the Council

Project Manager
Dec 2007


Detection





Material audits are carried out by Internal audit on an annual basis.
As part of Service Plan
Head of Audit Services
Actioned
Annually

Undertake National Fraud Initiatives.
Bi-annually
Director of Corporate Services


Actioned
Bi-annually

Investigation





Ensure Benefits investigations are undertaken using proper procedures.

Benefits Manager
Actioned
Yes

Any investigations of fraud, theft or corruption to be reported to Audit Services. 
Audit will make recommendations to Director of Corporate Services /Chief Executive on whether to report the matter to the Police or deal with it as an internal disciplinary procedure.
All Heads of Service


Actioned
As 

necessary

Sanction





Benefit sanctions to be issued under PACE regulations by Benefits fraud staff who are PACE qualified.

Benefits Manager
Actioned
Yes

Redress





Maintain comprehensive records of time spent on each investigation, to be included in compensation claims.

Head of Audit Services
Actioned
As required

Identify and maintain a proven record of actual amounts lost by the Council for recovery proceedings. 

Head of Audit Services
Actioned
As required

Ensure any lessons learnt are acted upon.

Head of Audit Services
Actioned
As required
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Introduction

The Council's Anti-Fraud and Corruption Policy is based on a series of comprehensive and inter-related procedures designed to set high standards of honesty and probity. This policy is designed to prevent, frustrate, and take effective action against any attempted fraudulent or corrupt acts affecting the Council. The Policy requires support across the Council and involves:

1. 
A Corporate Framework

2. 
Prevention of error, irregularities, fraud and corruption

3. 
Detection and Investigation

4. 
Training

6. Deterrence.

The staff and Members support a strong culture of counter fraud and corruption.

Corporate Framework

The Corporate Framework consists of a number of documents and procedures which all contribute to the Council’s counter-fraud strategy.

The key elements of this are: -

· A Theft, Fraud & Corruption Response Plan that emphasises the importance of probity to all concerned

· Member support and training for both City and Parish Councillors from Legal & Democratic Services

· Members Code of Conduct 

· Officers Code of Conduct as part of Council’s induction pack

· A "whistleblowing" policy known as the Confidential Reporting Policy, and a Complaints Procedure
· Asset Disposal Rules and Financial Procedure Rules
· Sound internal control systems, procedures and reliable records
· Clear disciplinary procedures
· An effective Internal Audit team

· A dedicated Benefits Investigation team

· Effective recruitment and appointment procedures
· Clear responsibilities, accountabilities and standards set out under the Scheme of Delegation within the Council’s Constitution
· Induction and training
· Money Laundering Policy and Guidance
· Corporate and Operational Risk Registers

· Register of Gifts and Hospitality

· Contracts Procedure Rules.

Prevention

Within the overall corporate framework there are a number of key people and measures that can help in the prevention of fraud and corruption, and these are:

· Officers of the Council;

· Members;

· Internal Control Systems;

· Combining with others to prevent and fight fraud.

· Internal Audit

· Benefit Fraud Team

Officers of the Council

Managers should have policies in place to safeguard the Council against fraud and corruption. 

All directorates should have a “family and friends” policy to ensure staff do not have contact with family or friends in an official capacity without the clearance of their line manager. This will also protect staff following proper procedures against possible allegations of misconduct when it may be an unavoidable situation.

A key preventative measure in the fight against fraud and corruption is to take effective steps during the recruitment stage to establish, as far as possible, the previous record of potential officers, in terms of their propriety and integrity. In this regard, temporary staff should be treated in the same manner as permanent officers. Officer recruitment should be in accordance with procedures laid down by Personnel. Whenever possible, written references should be obtained with specific assurances regarding the known honesty and integrity of potential officers before formal employment offers are made. 

All officers must abide by the Council's Code of Conduct for Officers, which sets out the Council's requirement on personal conduct. The Code forms part of the Council’s induction and can be found on the Council’s Public Folders. New recruits are made aware of the Code during their corporate induction. Officers of the Council are also expected to follow any code of conduct related to their personal Professional Institute. It is the Council’s intention to adopt the Officer Code of Conduct provisions as set out when published by the Government.

The Council has in place disciplinary procedures for all categories of employee. Any breach of conduct, including the non-declaration of potential conflicts of interest, will be dealt with under these procedures and may result in dismissal. All staff on PO grade or above completes an annual declaration of interest form which is held by Personnel.  The Head of Democratic Services reminds staff twice a year of their responsibility to declare gifts and hospitality.

Officers are reminded that under the Council's Constitution they must declare any gifts or hospitality offered on the appropriate form, even if it is refused, and this should be forwarded to the Director of Legal & Democratic Services for recording in the register. They must also operate within Section 117 of the Local Government Act 1972 regarding the disclosure of pecuniary interests in contracts relating to the Council.

The Director of Legal & Democratic Services is the appointed Monitoring Officer in line with the Local Government Act 2000. As part of this role, he has overall responsibility for the maintenance and operation of the Codes of Conduct set out in the Constitution.

Members

Members are required to operate within the Code of Conduct. The Director of Legal and Democratic Services provides induction training for all new City Councillors on the Code of Conduct and Constitution.  The Director of Legal and Democratic Services also provides training for Parish Clerks and Parish Chairmen on the Parish Code of Conduct which the Clerks and Chairmen are then expected to pass on to their Members. Included in the guidance are the procedures for the declaration and registration of potential areas of conflict between Members' duties and responsibilities for the Council and any other areas of their personal or professional lives. The Council has in place a Standards Committee, which promotes and maintains high standards of Member conduct and assists Members in observing the Code of Conduct. The Director of Legal and Democratic Services, Head of Legal Services and Head of Democratic Services also provide information and support to Parish Councillors on any queries which they have with the Code. The Head of Democratic Services writes to all Councillors twice a year to remind them of the need to ensure that they keep entries in their Personal Interest form (including receipt of gifts / hospitality) up to date.

Chief Officers responsibility

Directors and Service Heads will ensure the Council communicates its counter fraud policy to staff and that senior managers have up to date controls in place to protect their area of work.

· To ensure staff are aware that it is good practice not to have any contact with family or friends in a work context without clearance from their supervisor.

· To ensure that Members and staff are aware of how to report fraud. Either within the council or against the council and the ‘Confidential Reporting Policy’ and where to find it. 

Examples of fraud against the Council would be Benefit fraud or Council Tax fraud such as claiming single person discount when more than one adult occupies a property.

· To ensure Service Heads have policies in place to prevent fraud and protect their employees against unjust accusations of fraud.

· To ensure that Service Heads communicate the Confidential Reporting policy to staff.

Internal Control Systems

The Council has various rules and codes of conduct in place that provides a requirement on officers, when dealing with the Council's affairs, to act in accordance with best practice. The Council has a statutory responsibility to ensure that proper arrangements are made for the Council's financial affairs. In addition, under the Accounts & Audit Regulations 1996 as the "responsible financial officer", the Director of Corporate Services is required to provide an assurance that there is an adequate and effective system of internal audit and that accounting control systems are in place. This is a key control in the prevention of impropriety as is the concept of "separation of duties", especially when involving significant transactions. The Council's aim is to have sound financial systems and procedures that incorporate efficient and effective internal controls. Under the Council's Financial Procedure Rules, the Director of Corporate Services is responsible for ensuring that adequate controls are in place. The existence, appropriateness, and effectiveness of these internal controls are independently monitored and reported upon by the Council's Internal Audit team.

Combining with Others to Prevent and Fight Fraud

The Council is committed to exchanging information with other local and national agencies in order to identify and prevent fraud using data matching techniques. Such activity is carried out in full compliance with the Data Protection Act 1984 and in line with the Audit Commission’s National Fraud Initiative. As part of that initiative, the Council provides Payroll, Pension, Housing Benefit and creditor details to other agencies for data matching purposes.

Any employee found to be perpetrating fraud against is liable to face disciplinary action as this has implications for the Council's trust and confidence in the employee.

With the rapid increase in recent years of organised fraud perpetrated against public bodies, the necessity to liaise with other organisations has become paramount.

Some of these are summarised below:

· Police

· Audit Commission

· Government agencies

· Audit Commission (National Fraud Initiative)

· Home Office

· Department of Works & Pensions

Money Laundering

The officer nominated to receive disclosures about money laundering activity within the Council is the Head of Revenues and Benefits Services, Peter Mason on ext 7270 or in his absence the authorised deputy Money Laundering Responsible Officer is the Head of Audit Services, Ian Beckett who can be contacted on ext. 7292. 

Where suspected or known money laundering activities are taking/or have taken place, or involvement in a matter may amount to a prohibited act under sections 327 – 329 of the Proceeds of Crime Act 2002 Act, this must be disclosed as soon as practicable to the Money Laundering Responsible Officer (MLRO), Peter Mason.  This disclosure should be within “hours” of the information coming to your attention, not weeks or months later.  Anyone not doing so may be liable to prosecution.  

The Money Laundering Policy and reporting forms are available on the Intranet. The report must include as much detail as possible. No further enquiries into the matter should be made unless directed by the Money Laundering Responsible Officer (MLRO) and at no time and under no circumstances should suspicions be raised with the person(s) whom are suspected of money laundering.
Use of the intranet

 A Counter Fraud page will be developed and maintained on the Council’s new intranet. 
Detection & Investigation

It is the responsibility of all staff to assist in the prevention and detection of fraud and corruption. In addition, Audit Services and the Audit Commission will liaise closely and implement a cyclical programme of audit reviews, but Audit Services does not have responsibility for the prevention or detection of fraud and corruption.  Auditors are, however, alert in all their work to risks and exposures that could allow fraud or corruption and to any indications that fraud or corruption have been occurring.  

Noted at Appendix 1 are the types of fraud that the Council must have practices, procedures, checks and balances in place to avoid such fraudulent activity entering Council systems.

Most frauds are discovered either by chance or by a "tip-off". It is often the alertness of employees and the public that enables detection to occur. Nationally only 5% of frauds are discovered by Audit, 95% of fraud is discovered by either systems in place, “whistleblowers” or the defrauder making a mistake bringing the fraudulent behaviour to the attention of the authorities.

Two articles a year will be published in the staff magazine reminding staff how to report fraud and corruption and their responsibilities regarding gifts and hospitality.

The Theft, Fraud & Corruption Response Plan with the Confidential Reporting Policy provide a clear path for raising concerns and facilitating "tip-offs", and the fraud response arrangements outlined in this Policy enable such information or allegations to be properly dealt with.

The Council's Confidential Reporting Policy gives advice on how to raise a concern as well as providing information on the safeguards and support that are available to those who raise concerns.

Senior management are responsible for following up any allegation of fraud or corruption that is received and are required to report all suspected irregularities to The Director of Corporate Services or the Head of Audit Services for investigation. This is essential to the Anti-Fraud and Corruption Policy and ensures: -

· consistent treatment of information regarding fraud and corruption;

· proper investigation by an independent and experienced audit team;

· the optimum protection of the Council's interests.

On receipt of a referral from a Senior Manager, the investigating auditor will: -
· deal promptly with the matter;

· record all evidence that has been received;

· ensure that evidence is sound and adequately supported;

· make secure all of the evidence that has been collected;

· where appropriate, contact other agencies;

· when appropriate, arrange for the notification of the Council's insurers;

· report to senior management

Depending on the nature and anticipated extent of the allegations, Internal Audit will normally work closely with management, Personnel, the legal department etc. and other agencies, such as the Police. This is to ensure that all allegations and evidence are properly investigated and reported, and where appropriate maximum recovery is made for the Council, including time spent on investigations. 

The Council's disciplinary procedures will be used where the outcome of the Audit investigation indicates improper behaviour. As part of the disciplinary procedures, "reasonable belief" is a sufficient ground for dismissal, rather than beyond reasonable doubt as in a criminal court of law.

Where financial impropriety is discovered, the Council's presumption is that referral to the Police will be given due consideration, based on the facts of the individual case. The Crown Prosecution Service determines whether or not a prosecution will be pursued. Referral to the Police is a matter for the Director of Corporate Services and the Chief Executive. The Head of Audit Services retains the right to draw any such matters to the attention of the Audit Committee if he/she considers this to be necessary. All referrals to the Police will be reported to the Chief Executive and the Director of Corporate Services. Potential criminal proceedings will not inhibit action under the disciplinary procedure. The Council's external Auditor, the Audit Commission, also has powers to independently investigate fraud and corruption, and the Council can use their services for this purpose.

An annual report of Benefit fraud detailing the number of cautions issued, administrative penalties applied and prosecutions taken to court and any other fraud detected within the Council will be produced.

Training

The Council recognises that the continuing success of its Anti-Fraud and Corruption Policy and its general credibility will depend largely on the effectiveness of training, communication and responsiveness of officers throughout the organisation. To facilitate this, the Council supports the concept of full induction training and follow-up training; this applies particularly to officers involved in internal control systems and financial and finance-related systems, to ensure that their responsibilities and duties in this respect are regularly highlighted and reinforced. It also applies to casual, temporary and agency employees, who may not be aware of the high standards of probity that are required in the public sector.

The review of the Council's internal control systems and the investigation of fraud and corruption are the responsibility of Internal Audit, apart from the investigation of fraudulent Housing Benefit claims as the Council has a dedicated Housing Benefits Investigation Team.

The officers involved in the review of internal control systems and investigative work should be properly and regularly trained. The training plans of Internal Audit and the Housing Benefits Investigation Team will reflect this requirement.
Deterrence

There are a number of ways to deter potential fraudsters from committing or attempting fraudulent or corrupt acts, whether they are inside or outside of the Council, and these include: -

· Publicising the fact that the Council is firmly set against fraud and corruption and states this at every appropriate opportunity - e.g. policy statement on the Internet, clause in contracts, statements on benefits claim forms, publications etc.;

· Acting robustly and decisively when fraud and corruption are suspected and proven - e.g., the termination of contracts, dismissal, prosecution, etc.;

· Taking action to gain the maximum recoveries for the Council - e.g. through agreement, Court action, penalties, insurance, etc;

· Having sound internal control systems that, although still allowing for innovation, at the same time limit the opportunity for fraud and corruption.

· Publicising successful prosecutions.

Conclusion

The Council has in place a clear network of systems and procedures to assist it in the fight against fraud and corruption. It is determined that these arrangements will keep pace with any future developments, in both prevention and detection techniques, regarding fraudulent or corrupt activity that may affect its operation or related responsibilities.

To this end, the Council maintains a continuous overview of such arrangements through the roles of the Monitoring Officer and Director of Corporate Services, the Financial Procedure Rules, various codes of financial practice, accounting instructions and audit arrangements. Both the Policy Statement and Strategy will be subject to an annual review to ensure that they remain current.

Contact Details are as follows: -

Angela Brown 
Director of Corporate Services
01228 817299

Ian Beckett
 
Head of Audit Services

01228 817292

For consideration

Register of staff interests updated annually and held by personnel? (This is already done for staff above a certain grade.)

Appendix 1

Types of Fraud

Benefit Fraud 

· Working whilst still claiming Job Seekers Allowance and continuing to cash Housing Benefit cheques.

· Undeclared work whilst in receipt of Benefit

· Providing a false tenancy agreement or claiming for a property not occupied by the claimant.  

· Failing to declare receipt of Tax Credits, Child Benefit or other Benefits such as Attendance Allowance or Statutory Sick Pay (SSP). 

· Failing to declare another adult living in the property either partner, relative or lodger.

· Failure to declare an occupational pension

· Failure to declare capital such as building society accounts, National Savings Certificates, stocks, shares or premium bonds

· Failing to declare a bank account.

· Not informing the Benefits office of an increase in wages or pension

· Failure to declare student grants, maintenance payments etc. 

There have been no other fraud come to light in the Council however examples of other areas of potential frauds are: -

Payroll - dummy employees; deliberate inflation of own/colleagues'/relatives' salary; fraudulent overtime claims; fraudulent claims for travel and subsistence

Creditors - dummy creditors; fictitious or deliberately inflated invoices; VAT claimed by non-registered organisations; deliberate payment of duplicate invoices; deliberate miscoding of invoices to "hide" goods/services bought for personal use

Debtors - suppression or undercharging of invoices to friends/family etc; writing off genuine debts owed by friends etc.

NNDR/Council Tax - suppression of accounts or writing off debts fraudulently 

Improvement Grants - deliberate omission of information against Land Charges records; excessive grants paid to friends/family

Treasury Management - misuse of Council funds for personal gain

Cash collection - failure to account for monies received; teeming and lading (i.e. temporary "borrowing" of Council monies) 

Use of Council's equipment/facilities/materials for personal gain (e.g. running own printing business)

History shows that there is almost no area of activity where a fraudster may not decide to "have a go".

The main defences are

· an adequate Financial Procedures/Contract Procedures; 

· division of duties; 

· strong management supervision/vigilance; 

· strong and professional Internal Audit; 

· a well-publicised "whistle blowing" policy.

Insurance claims against the Council are referred to the Council’s Insurer’s who would use their own fraud investigators if suspicion arose.

Appendix 2

Benefit Fraud investigations/sanctions recorded in 2007/8 to date (January 2008)

Sanctions

· 17 
Formal Cautions

· 11
Administrative Penalties (a percentage of the Benefit overpayment as a fine)

·  8
successful prosecutions and 4 more cases scheduled for January 2008 including

 2 joint prosecutions with the Department of Works and Pensions.

The 8 prosecutions resulted in

· 5 cases resulted in fines and costs totalling £1,225

· 1 case received an 100 hour Community Punishment Order

· 1 received an 8 week curfew and £150 costs

· 1 received a conditional discharge

Investigation of offences which led to formal prosecution (rather than sanction)

The offences were:

· 3 claimants were claiming Job Seekers Allowance and failed to declare they had started work. They continued to cash Housing Benefit cheques.

· 1 claimant undertook 5 weeks undeclared work whilst in receipt of Benefit

· 1 claimant produced a false tenancy agreement.  Although she lived in the property she was not the tenant.

· 1 claimant failed to declare receipt of Tax Credits. 

· 1 claimant failed to declare an adult son living in her property. She said he had gone to London but surveillance showed him leaving and returning to the property from a full time job.

· 1 claimant failed to declare an occupational pension and the bank account this was paid into, this came to light from the NFI initiative.

There have been no other fraud come to light in the Council in 2007/8.
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