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Summary

To present proposed changes to the Anti-Fraud and Corruption Policy for
Members’ consideration.

11

1.2

2.1

2.2

2.3

Budget and Policy Framework

Following the Council’s decision to establish this committee, it is within the
remit of this committee to take decisions regarding fraud and audit issues.

The Anti-Fraud and Corruption Policy is included within the Constitution and
so approval of the policy is a matter for Council.

Background

The Audit Committee is responsible for considering the Council’s Anti-Fraud
and Corruption Policy prior to consideration at Employment Matters and
Council.

The proposed revisions are highlighted on the attached document at
Appendix 1. The words crossed through represent deletions, whilst the words
that are shaded indicate additions or significant change to the order of the
contents of the document.

The purpose of the changes to the document is to update the document in
relation to:

e The Bribery Act 2010

e Providing a full Policy Statement that can be used across the Council

¢ Remove the detailed reference to the recruitment fraud risk, given this is
detailed in the Employee Code of Conduct

o Clarify the responsibilities of the Council's Audit Services



2.4

2.5

2.6

3.1

e Titular change — from Counter Fraud Team to Corporate Anti-Fraud Team
to reflect the wider investigation and fraud resilience remit of the team;
and Immigration Services to UK Border Agency

o Clarify the role of the Head of Audit Services in receiving allegations under
the Whistleblowing Policy

e A general rationalisation of the document.

The revisions have been reviewed and agreed by management, including
Legal Services.

The Anti-Fraud and Corruption Policy will be the subject of consultation and
will be considered by the Employment Matters Committee on 11 April 2012.
To safeguard against discrimination or unfair or unfavourable treatment, it is
also necessary for the policy to be considered by the Trade Unions and
assessed via the council’s Diversity Impact Assessment process.

A Diversity Impact Assessment (DIA) screening was undertaken (see
appendix two) and it is noted that it is not necessary to undertake a full impact
assessment.

Risk Management, Financial and Legal implications

There are no risk management, financial or legal implications arising directly
from this report.

Recommendations

That the Audit Committee refers the Anti-Fraud and Corruption Policy, as set
out in Appendix 1, to the Employment Matters Committee for consideration
and referral to Council for approval.

Lead officer contact

Name

Mick Hayward

Job Title Chief Finance Officer
Telephone: 01634 332355
Email: alison.russell@medway.gov.uk

Background Papers:

None
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Anti-Fraud and Corruption Policy

Anti-Fraud and Corruption Policy Index

1.0 Introduction

2.0 Policy Statement

3.0 Responsibilities

4.0 The ten general principles of public life
5.0 Constitution

6.0 Training

7.0 Conclusion

1.0 - Introduction

1.1 - As Medway Council ("The Council”) is funded by the “public purse”, it is constantly
under scrutiny from a number of sources about how it spends the money allocated to it.
The Council has developed comprehensive financial practices and procedures to help
ensure that acts of fraud or corruption are not committed against it, as anyone
committing such an act will damage the integrity of the Council and those with whom they
work.

1.2 - In order to protect public funds against fraud and corruption the Council is
committed to an effective Anti Fraud and Corruption Policy to ensure that the opportunity
for fraud and corruption is reduced to the lowest possible risk.

1.3 - The Council’s expectation on propriety and accountability is that members and staff
at all levels ensure adherence to statutory and internal rules and regulations, procedures
and recommended practices.

1.4 Definitions relevant to this policy are as follows:

Fraud —is any intentional act or omission designed to deceive others, resulting in, or
intended to result in the victim suffering a loss and/or the perpetrator achieving a gain
(as defined in The Fraud Act 2006). Offences may also include:

o Theft — The Theft Act 1968 defines theft as the dishonest taking of property
belonging to another person with the intention of depriving the owner
permanently of its possession.

o0 Money Laundering - The Money Laundering Regulations put in place 2007 set
out the requirement for organisations to put in place anti-money laundering
controls.

Corruption - is the abuse of one’s position for direct or indirect personal gain. It
covers the offering, giving, soliciting or acceptance of an inducement or reward which
may influence the action of any person. Corruption may include:

o Bribery - The Bribery Act 2010 creates offences of making or receiving bribes,
and also creates a new offence of failure of an organisation to prevent bribery
by persons associated with it, including third party service providers.
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2.0 - Policy statement

2.1-Fhe-Council-reguires-All staff and elected members must act honestly and with
integrity at all times and safeguard the resources for which they are responsible. —Fraud
Fraud-isan-ever-present-threatto-theseresedreesand-henree-must be a concern to all
members of staff and elected members. Fhe-purpese-of-thisstatementisto-setout
speeificrespensibilities-with-regard-to-the prevention-of fraud:

2.2 Medway Council is committed to

e The creation of an anti-fraud culture,

o Prevention of fraud wherever possible;

e Prompt detection of fraud;

e Professional /investigation of detected fraud;

e The use of sanctions, including legal action against people committing fraud;
e Steps to ensure recovery of funds defrauded

2.3 Members and staff at all levels must ensure adherence to statutory requiremements

and internal rules and regulations, procedures and recommended practices. The Council
has developed comprehensive practices and procedures to help ensure that acts of fraud
or corruption are not committed against it.

2.4 It is often the alertness to the possibility of fraud and corruption, of all those
involved in a business activity with the Council, that enables detection to occur. Under
the Council’'s Employee Code of Conduct, employees have a duty to report any
suspected cases of fraud or corruption to their immediate line manager (unless the said
manager is implicated). The manager is also required to inform the Chief Finance
Officer (CFO). Reporting cases in this way is essential to the Anti Fraud and Corruption
Policy.

2.5 Frauds are often discovered as a result of whistleblowing and the Council has
arrangements in place to enable such information to be properly dealt with, and the
whistleblower protected. All whistleblowing cases related to fraud and financial
irregularity will be subject to initial enquiries by the Audit Services Manager to confirm or
repudiate suspicions raised, and if the concerns are substantiated a full investigation will
be undertaken.

2.6 - There are mechanisms in place within the Council to act in cases of fraud and
corruption. These include the following:

2.7 - The Council’s Employee Disciplinary Procedures identify “fraud, theft or other
criminal acts” as examples of gross misconduct. This and other fraudulent or corrupt
conduct will normally lead to dismissal.

2.8 - The Council will seek full redress through the legal processes available to counter
any internal or external fraudulent activities perpetrated against it. This redress will be
achieved through criminal and/or civil courts as considered appropriate.

3.0 Responsibilities
Section 151 Officer

3.1 The Chief Finance Officer is responsible for:
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e Proper adminstration of the Council's financial affairs, Reporting to Members and
the External Auditors if the Council, or one of its representativse makes, or is
about to make, a decision which is unlawful, or involveds illegal expenditure or
potential financial loss (Local Government Finance Act 1998 s.114)

=
Managers
3.2 All managers are responsible for:

e Maintaining internal control systems and ensuring that the Council’s resources and
activities are properly applied in the manner intended

e Identifying the risks to which systems and procedures are exposed

e Developing and maintaining effective controls to prevent and detect fraud

e Ensuring that controls are being complied with.

3.3 Key mechanisms for fraud prevention are the checks included in working
procedures relating to financial, contract and procurement procedures, and the
recruitment procedures for ensuring employees are appointed on merit, and
appropriate pre-appointment checks are completedto eliminate the appointment
of unsuitable persons.

Employees
3.4 Each member of staff is responsible for:

e His or her own conduct and for contributing towards the safeguarding of
corporate standards (including declarations of interest, gifts and hospitality
offered and received, private working, Whistleblowing, etc)

e Acting with propriety in the use of official resources and in the handling and use
of corporate funds, whether they are involved with cash or payments systems,
receipts or dealing with contractors or suppliers

e Reporting details immediately to their line manager or the Chief Finance Officer, if
they suspect that a fraud has been committed or see any suspicious acts or
events.

Internal Audit

3.5 Audit Services, which includes Internal Audit and the Corporate Anti-Fraud Team is
responsible for:

e Acting as the Council’s consultant on issues of fraud and corruption

e Completing annual assessments of the Council’s fraud risk

e Undertaking proactive work to support management in strengthening fraud
resilience
Undertaking proactive work to identify fraud committed against the Council
The independent appraisal of control systems for managing fraud riskane-fer

e The investigation of allegations and suspicions of internal fraud or corruption—f
directed-to-dose-by-the-ChiefFinranee-Officer and then advising and leading the
Council, in conjunction with Human Resources (HR) and Legal Services, with
regard to prosecution, disciplinary, or alternative sanctions

The |nvest|gat|on into aIIegatlons of Housmg and Councn Tax Benefit fraud and
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3.6 In undertaking investigations Audit Services

e Ensures the consistent treatment of information regarding fraud and corruption
e Facilitates proper investigation of suspected cases
e Ensures that Fthe individual’s and the Council’s interests are protected ‘

External Audit
3.7 - The External Auditors have specific responsibilities for:

e Reviewing the stewardship of public money

e Considering whether the Council has adequate arrangements in place to prevent
fraud and corruption

e The External Auditor also has powers to independently investigate fraud and
corruption.

Members
3.8 - Each elected member of the Council is responsible for:

e His/her own conduct and for contributing towards the safeguarding of corporate
standards (including declarations of interest, gifts and hospitality offered and
received, Whistleblowing, etc);

e Contributing towards the safeguarding of Ecorporate Sstandards;-as-detailed-irby
compliance with the Members Code of Conduct.

3.9 - The Council is accountable to all the people of Medway and is responsible for
conducting its business in an open, honest, equal and fair manner. In doing so, it will take
positive action against any identified fraudulent or corrupt activities.

3.10 - The Council’s employees and elected Members are important elements in its stance
on fraud and corruption and they are positively encouraged to raise any concerns, which
they may have on issues associated with the Council’s activities. They can do this in the
knowledge that such concerns will be treated in confidence, properly investigated and
fairly dealt with.

3.11 In recent years there has been a rapid increase of fraud perpetrated against local
authorities in general. The nature and scope of much of this fraud is varied and cross-
jurisdiction. Accordingly it has become necessary to liaise with and undertake joint
working with certain agencies, including (but not limited to):

Other local authorities
The Department for Work and Pensions (DWP)
Police

UK Border Agencylmmigratien-Serviee

3.12 - The Council is committed to working and co-operating with other organisations to
prevent organised fraud and corruption. Wherever possible, the Council will assist and
exchange information with other appropriate bodies to assist in the investigation of and to
combat fraud. Fhe-Ceuneil’'s-Corporate-Anti-FraudFeam-will-co-erdinate-all-assistaneeand
exehange-of-information:

National Fraud Initiative (NFI)
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3.13 - The Council is legally required under s.6 of the Audit Commission Act 1998 to
provide relevant data and to participate in NFI.

3.14 - The Council provides information obtained from its databases, which is matched
with that of other authorities and agencies, to identify possible fraud and corruption.

3.15 - Details of matches are returned to the Council’s Internal Audit Service, where the
data is shared with the relevant managers to idenitfy potential cases of fraud. Where
further internal investigations are required the matter is referred to Internal Audit

undertaken-to-identify and-to pursue cases of fraud and irregularity perpetrated by
employees.

3.16 - Cases identified that relate to members of the public abusing the benefits system,
are also referred to the Corporate Anti-Fraud Team for investigation.

4.0 - The ten general principles of public life

4.1 - The Council has adopted the ten principles of standards in public life as
recommended by the Standards Board for England (the model Members Code of Conduct)
issued in April 2007. These principles, which apply equally to Members and officers are:

e Selflessness - should serve only the public interest and should never improperly
confer an advantage or disadvantage on any person.

e Honesty and integrity - should not place themselves in situations where their
honesty and integrity may be questioned, should not behave improperly, and
should on all occasions avoid the appearance of such behaviour.

e Objectivity - should make decisions on merit, including when making
appointments, awarding contracts, or recommending individuals for rewards or
benefits.

e Accountability - should be accountable to the public for their actions and the
manner in which they carry out their responsibilities, and should co-operate fully
and honestly with any scrutiny appropriate to their particular office.

e Openness - should be as open as possible about their actions and those of their
authority, and should be prepared to give reasons for those actions.

e Personal judgement - may take account of the views of others, but should
reach their own conclusions on the issues before them and act in accordance with
those conclusions.

e Respect for others - should promote equality by not discriminating against any
person, and by treating people with respect, regardless of their race, age,
religion, gender, sexual orientation or disability. They should respect the
impartiality and integrity of the authority’s statutory officers and its other
employees.

e Duty to uphold the law - should uphold the law and, on all occasions, act in
accordance with the trust that the public is entitled to place in them.

e Stewardship - should do whatever they are able to do to ensure that their
authorities use their resources prudently, and in accordance with the law.

e Leadership - should promote and support these principles by leadership, and by
example, and should act in a way that secures or preserves public confidence.

4.2 The Council will be adopting a new Member Code of Conduct in accordance with the |
Localism Act 2011 in 2012. This Code must (in line with the Localism Act 2012) be
consistent with the following principles

e Selflessness
o Integrity
e Objectivuty
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Accountability
Opennes
Honesty
leadership

5.0 - Constitution

5.1 - The Council has agreed a constitution, which sets out how the Council operates, how
decisions are made, and the procedures to follow to ensure that these are efficient,
transparent and accountable to local people. While some of these processes are required
by law, others are a matter for the Council to choose. The constitution also has a number
of codified rules and regulations to make sure that financial, working and organisational
procedures are properly controlled. These are an important part of the internal control
processes, and it is important that all members and staff know about them.

5.2 - The most notable ones are:

Financial rules (Chapter 4, part 6)

Contracts rules (Chapter 4, part 7)

Employment rules (Chapter 4, part 8
Whistleblowing Policy (Chapter 4, part 9)
Members code of conduct (Chapter 5, part 1)
Employee code of conduct (Chapter 5, part 3)
Code of corporate governance (Chapter 5, part 6)

5.3 - Chief Officers must ensure that relevant rules and regulations are up to date, that
all staff have access to the relevant rules and regulations, and that staff receive suitable
training.

5.4 - Members and employees must ensure that they read and understand the rules and
regulations that apply to them and act in accordance with them.

. i ¢ I I .
-6 1-0—Regatory-framework
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5.5 - Whistleblowing

5.5.1 - The Council’s Whistleblowing Policy is intended to encourage all* individuals to
raise serious concerns. Those reporting concerns this way are afforded certain rights and
protection through legislation enacted under the Public Interest Disclosure Act 1998.
Everything possible will be dealt with in a confidential manner and protect them from
reprisals.

5.5.2 - Management are responsible for reporting all allegations and suspicions of fraud
and/or corruption from Whistleblowing sources to the Audit Services Manager, as Head of
the relevant Specialist Team, who will determine any initial investigation required and

inform the Chief Finance Officer.-—whe-wil-determine-whetherfurtherinvestigations
neeessary-and-i-se-whe-te-carry-iteut. Annual Reports will be provided to Audit

Committee on the number, nature and status of all whistleblowing events, and reports will
be provided to the Audit Committee on the findings of full investigaitons relating to fraud
and/or corruption.

5.6 Outcomes of irregularity reports are reported to the Audit Committee; breaches of
conduct by employees are dealt with through the Council’s disciplinary procedures. The
Standards Committee deals with Members who breach the Code of Conduct.

6.0 - Training

6.1 Implementing a successful Anti Fraud and Corruption Policy is largely dependent on
the awareness and responsiveness of employees and Members throughout the Council.

6.2 The Council supports the concept of fraud awareness training for Members and
employees to ensure that their responsibilities and duties in respect of this are regularly
reviewed and reinforced.

6.3 The Council is also committed to training and developing staff who are involved in
investigating fraud and corruption and suitable training will be provided where necessary.

7.0 - Conclusion

7.1 - The Council will target and fight all identified or suspected instances of fraud or
corruption including but not limited to:

e Financial irregularity
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Misuse of office

Misuse of Council property

Corruption

Collusion

Theft

Bribery

Stealing supplies

Working while on sick leave

Falsifying time sheets and expense claims
Selling Council equipment

Failure to declare an interest

Fraudulent tendering process

Fraudulent property letting

Fraudulent certification for payment of goods or services not received.

7.2 - The Council has a nhumber of systems and procedures in place to assist in the fight
against fraud and corruption. These arrangements need to keep pace with future
developments in prevention and detection techniques.

7.3 - Furthermore, the Council will also ensure that this policy document is regularly
reviewed, so that it remains current and effective.
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Diversity Impact Assessment: Screening Form

Directorate

Business
Support
Department

Name of Function or Policy or Major Service Change

Anti-Fraud and Corruption Policy

Officer responsible for assessment

Alison Russell, Audit Services

Manager

Mick Hayward, Chief Finance Officer

Date of assessment | New or existing?

14 March 2012 Existing

Defining what is being assessed

1. Briefly describe the
purpose and objectives

The Anti-Fraud and Corruption Policy sets out the Council's
stance on fraud and corruption within and committed against
the Council. It defines what is meant by fraud and corruption,
provides a policy statement as to the Council’'s commitment in
preventing, detecting, and investigating fraud, and confirms
the potential use of sanctions and recovery of funds defrauded

2. Who is intended to
benefit, and in what way?

The policy has been introduced to benefit the
Council, employees and service users.

3. What outcomes are
wanted?

Desired outcomes:
- Clarity and publication of the Council’'s commitment to
be fraud resilient;
- Clairity as to the roles and responsibilities of
employees of the Council;
- minimising the risk of adverse media and/or bringing
the council into disrepute.

4. What factors/forces
could contribute/detract
from the outcomes?

Contribute Detract
- Raising awareness to all - employees not understanding
staff of the policy and what it | their responsibilities in relation
means; to fraud and corruption;
- fraud and corruption | - employees not seeing
cases being dealt evidence of the Council taking
with promptly and fraud and corruption seriously
appropriately;
- acirculated and
effective
whistleblowing

policy

5. Who are the main
stakeholders?

The council, employees and service users.

6. Who implements this
and who is responsible?

The lead for this policy is Mick Hayward, Chief Finance
Officer. The Audit Services Manager is the author of the
review and also takes the lead on the Council’s fraud
resilience strategy. The work of Audit Services is driven by
risk assessment and the Fraud Resilience Strategy and
Internal Audit Strategy are both subject to DIA review.
Implementation overall of the policy falls to all employees who
are required to act in accordance with the Employee Code of
Conduct. There is a Disciplinary Policy and other HR policies,
along with the whistleblowing policy, which are relevant to
delivery of the Fraud and Corruption Policy and these are also
subject to DIA review
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Assessing impact

7. Are there concerns that
there could be a differential

impact due to racial groups?

See above

NO

What evidence exists for
this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

8. Are there concerns that
there could be a differential
impact due to disability?

See above

NO

What evidence exists for
this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

9. Are there concerns that
there could be a differential
impact due to gender?

See above

NO

What evidence exists for
this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

10. Are there concerns there
could be a differential impact
due to sexual orientation?

See above
NO

What evidence exists for this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

11. Are there concerns there
could be a have a differential

impact due to religion or belief?

See above

NO

What evidence exists for this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

12. Are there concerns there
could be a differential impact
due to people’s age?

See above

NO

What evidence exists for this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
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- has been shared with the Trade Unions and no
concerns were raised in this regard.

13. Are there concerns that
there could be a differential
impact due to being trans-
gendered or transsexual?

See above

NO

What evidence exists for this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

14. Are there any other
groups that would find it
difficult to access/make use
of the function (e.g. young
parents, commuters, people
with caring responsibilities
or dependants, young
carers, or people living in
rural areas)?

See above

NO

What evidence exists for
this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

15. Are there concerns there
could have a differential
impact due to multiple
discriminations (e.g.
disability and age)?

See above

NO

What evidence exists for
this?

In addition to the note above to Q6:
The Anti-Fraud and Corruption Policy:
- has been shared with the Trade Unions and no
concerns were raised in this regard.

Conclusions & recommendation

16. Could the differential
impacts identified in
questions 7-15 amount to
there being the potential for
adverse impact?

N/A
YES

NO

17. Can the adverse impact
be justified on the grounds
of promoting equality of
opportunity for one group?
Or another reason?

N/A
YES

NO

Recommendation to proceed to a full impact assessment?

This function/ policy/ service change complies with the

NO | requirements of the legislation and there is evidence to show this

is the case.
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What is required to
ensure this complies

Employees must be mindful of their responsibilities
under the Dignity at Work (Bullying and Harassment)

NO, | with the requirements of Policy and the implications of discriminating against
BUT | the legislation? (see DIA colleagues, service users or others. This polipy _and
Guidance Notes)? other employment pohcqes are promoted p_erlgdlcally
and are available at all times on the councils intranet.
Give details of key
person responsible and
target date for carrying N/A
YES | out full impact

assessment (see DIA
Guidance Notes)
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Action plan to make Minor modifications

Outcome Actions (with date of completion)

Officer responsible

Planning ahead: Reminders for the next review

Date of next review On-going

Areas to check at next Check changes in legislation

review (e.g. new census
information, new
legislation due)

Is there another group
(e.g. new communities)
that is relevant and ought
to be considered next
time?

Signed (completing officer/service manager) Date
14/3/12

A Russell

Signed (service manager/Assistant Director) Date




