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1. Background
	1.1 
	A review of the Anti-Fraud and Corruption framework at Craven District Council has been completed as part of the Internal Audit plan for 2013/14. The Anti-Fraud and Corruption Strategy in place should be fit for purpose in order to create an anti-fraud culture within the organisation, and to effectively identify, prevent and investigate fraud. The risk of fraud and corruption can be minimised by good financial management, sound internal control systems, effective supervision, and by raising public and employee awareness of fraud. Regular promotion of the strategy reminds recipients of telephone numbers and other channels for reporting fraud and corruption. The Whistleblowing and Anti-Money Laundering Policies link with the Anti-Fraud and Corruption Strategy in combatting fraud and irregularity within the Council.

	1.2 
	The risk of fraud against local authorities is now greater due to the economic downturn. The Audit Commission publication Protecting the Public Purse 2013 identified that the total value of detected fraud against local government in 2012/13 was £178m, in the following main areas:

· housing / council tax benefit fraud (£120m)

· council tax discount fraud (£20m)

· business rate fraud (£7m)

· payroll and expenses fraud (£3m)

· procurement fraud (£2m)

· blue badge scheme misuse (£2m) 
The latest National Fraud Authority Annual Fraud Indicator report estimated housing tenancy fraud to be £845m in 2013.


	1.3 
	The key aims of an Anti-Fraud and Corruption Strategy are to:

· Highlight and promote the Council's commitment to stop fraud and corruption;

· Document the roles and responsibilities of Members and officers in respect of fraud and corruption;

· Detail current Council activity surrounding prevention, detection, investigation, sanctions, and deterrence; and

· Demonstrate the Council has sound arrangements in place to receive and investigate allegations of breaches of proper standards of financial conduct and of fraud and corruption.


	1.4 
	The key risk of fraud occurring is that money is lost from investment in or the running of services to the public. Risks of an ineffective Strategy are:

· Fraud not reported using defined procedures resulting in inadequate / insecure evidence

· Employees / members of the public not aware of channels for reporting fraud 

· No awareness from employees / members of public as to potential frauds or corruption occurring

· Potential fraudsters not aware of sanctions for committing fraud

· Potential for low level fraud to become acceptable due to no anti-fraud culture

	
	


2. Shared Audit Service Opinion
	2.1 
	Based on the testing undertaken and observations made, the current Anti-Fraud and Corruption Strategy and supporting Whistleblowing and Anti-Money Laundering Policies are fit for purpose, however at the time of the audit required updating to reflect current practices due to changes in circumstances for the Council, external contacts and Internal Audit arrangements over the previous 3 years. The Whistleblowing Policy has since been updated with the recommended amendments before this final report was issued. 


	2.2 
	The Strategy and supporting policies are accessible on the website and the revised fraud leaflet was recently publicised by the Shared Audit Service on the intranet. The leaflet has been amended to refer to the Anti-Fraud and Corruption Strategy and Whistleblowing Policy, and to include a wider range of frauds that could occur within the Council on a day to day basis. These measures should increase staff awareness and give additional confidence about raising concerns, thereby protecting the organisation against undetected and unreported fraud.


3. Testing methodology
	3.1 
	Review and testing was undertaken for the following areas:

Anti-Fraud & Corruption Strategy:
· Identified areas for update/improvement/inclusion

· Reviewed contact details and references to legislation

· Compared to Harrogate Borough Council’s Anti-Fraud and Corruption Strategy 

· Assessed against best practice CIPFA guidance in order to provide a base of the key requirements needed within the Strategy
Whistleblowing Policy & Anti-Money Laundering Policy:
· Reviewed contact details and references to legislation
· Compared to Harrogate Borough Council’s Policies 

Fraud Awareness:

· Reviewed website content to determine presence of policies and ease of access/location

· Determined how policies are promoted to staff upon induction


	
	


4. Review of findings
4.1 
Anti-Fraud & Corruption Strategy
4.1.1
The Strategy is dated April 2010 and states that an update is required every 3 years, which is now overdue. Areas identified as part of the review include minor exclusion errors, in addition to updates required for key contacts. These minor amendments for consideration are detailed at Appendix A.

4.1.2
Of particular note regarding contacts, the reference to the Audit Commission was reviewed. Mazars DA now deliver the external audit contract until 2016/17. Therefore, all references to the Audit Commission should be replaced with Mazars DA (included in Appendix A).

4.1.3
The legislation stated in the Strategy was researched to ensure that the versions continue to be correct and relevant. All legislation stated was found to be correct and appropriate by being related to fraud and corruption. 

4.1.4
The comprehensive content of the Strategy meets the criteria outlined in guidance issued by CIPFA, forming the foundations of an effective anti-fraud framework:

· adopting the right strategy

· accurately identifying the risks

· taking action to tackle the problem

· defining success.

4.1.5
Specific areas highlighted for review are as follows:

· Appendix A Fraud & Corruption Identification and Response Plan: Employees:
· The text states that a fundamental element of the Whistleblowing Policy is that the Council makes available a freephone service for staff to report concerns confidentially. However the actual telephone number is missing. There is no number present in the Whistleblowing Policy to insert. Therefore it is recommended that either the Council or the Shared Audit Service Fraud Hotline number is inserted.

· There is no specific route described for Members to report a fraud. This should be added to the employee reporting route. 

· Appendix C Fraud & Corruption Identification and Response Plan flowchart: 
· The involvement of Internal Audit should be at a much earlier stage. It is recommended that fraud is reported to Internal Audit at the same time as key officers of the Council are informed, in order to help determine whether there are reasonable grounds for suspicion to form the basis of the investigation. Once this process is updated, it should be accurately reflected in Appendix A.

4.2 
Whistleblowing Policy

4.2.1
The Policy reviewed as part of the audit was dated January 2010, however at the time of issuing the draft report the Strategic Manager and Monitoring Officer advised that a minor review of the Policy had been undertaken and a report submitted to Standards Committee on 27/11/13 with the changes required. The revised Policy was reviewed by the Auditor, and amendments relating to contact details were recommended in the draft audit report. All amendments have since been made to the latest version of the Policy, therefore no recommendations are now applicable in the final audit report.  
4.2.2
Further ideas on improving ways to report a fraud include creating a web based referral form and a unique e-mail address for concerns to be raised. These improvements are dependent upon IT resources and will therefore be subject to capacity, which is currently limited. 

4.3 
Anti-Money Laundering Policy

4.3.1
Areas identified as part of the review of the Policy include a minor update in legislation, in addition to updates required for contacts. Amendments for consideration are detailed at Appendix A.

4.3.2
Craven District Council has a policy of discouraging cash payments for sundry debtor, Council Tax and National Non Domestic Rates invoices, which greatly reduces the risk of the Authority becoming a victim of money laundering. In addition, the types of business facilitated by local government are not typically high risk for investing proceeds of crime. However, the Council is required by the Money Laundering Regulations 2007 to have in place a Policy to establish internal procedures to prevent the use of their services for money laundering. The Treasury Management Practices 9 (Money Laundering) section 4 state that where cash is the only available form of payment there is a maximum limit of £10k.
5. Recommendations

	Shared Audit Service Recommendation
	Management Response
	Officer Responsible & Implementation Date

	All Documents

	The minor amendments highlighted in Appendix A should be incorporated into a formal overall update.  (4.1.1, 4.1.2, 4.3.1)

	
	Priority 2
Corporate Head (Financial Management & Section 151 Officer)

June 2014


	Anti-Fraud & Corruption Strategy

	Changes should be made to the Strategy to address the following areas highlighted for review:

· Involvement of Internal Audit
· Publicised telephone number

· Members reporting of fraud (4.1.5)

	
	Priority 2
Corporate Head (Financial Management & Section 151 Officer)

June 2014


Please note that updated Strategy and Policy documents should be approved by the Audit and Governance Committee.

Distribution
	Name
	Job Title

	Paul Shevlin
	Chief Executive

	Joanna Miller
	Corporate Head (Financial Management & Section 151 Officer)

	Gill Cooper
	Strategic Manager & Monitoring Officer

	
	



Contact Details





Any queries or requests for further information regarding this report should be directed to the Shared Audit Service on 01423 556112.
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