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Appendix A

ANTI-FRAUD AND ANTI-CORRUPTION STRATEGY

Introduction

1.

The Council is committed to the highest possible standards of openness,

probity and accountability in order to ensure the proper use of public
funds. This Anti-Fraud and Anti-Corruption Strategy (the Strategy)
establishes the Council’s objectives in this respect and sets out a
cohesive framework to manage effectively the risks associated with
fraud and corruption involving staff, Members or third parties.

2.  We recognise and adopt the national Local Government Fighting Fraud
and Corruption Locally standards (FFCL). These standards are based
around the three main headings of “Acknowledge”, “Prevent” and
“Pursue” and from this the Council has developed the following strategy.

ACKNOWLEDGE Committing support to tackling fraud.
Being clear on what we are seeking to combat —
Acknowledging and we are clear about what constitutes fraud,
understanding bribery, theft, and financial malpractice/
fraud risks: irregularities.
Assessing and understanding the risks — we are
proactive in assessing and responding to the
risks of fraud and corruption to which the Council
is exposed.
PREVENT having an effective anti-fraud culture — we take a

Preventing and
detecting fraud

professional, integrated and proactive approach
to countering fraud and are clear about the roles
and responsibilities of our members, staff,
partners and contractors.

We have a corporate framework which
underpins the operation of the Council and has a
number of elements which exist to help protect
the Council against fraud. This includes
documented codes, procedures and protocols to
guide behaviour

Anti-Fraud training is essential in ensuring that
staff and members understand the importance of
tackling fraud, are able to recognise fraud and
abuse and know how and where to report
suspicions of fraud. Continuous and active
promotion of the council’s robust stance against
fraud and corruption should also be made to
members of the public, contractors and partners
to whom we work with to deliver services

Making use of information and technology
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PURSUE e taking integrated action to investigate fraud;

e pursuing appropriate and proportionate sanctions
Being robust in to punish those committing fraud;
pursuing and e seeking redress to recover losses;
punishing fraud e learning from our experiences and those of others
and recovering and taking remedial and positive action to improve
losses controls to prevent future fraud losses.

e Collaborating across local authorities and with

other agencies including the police

3. Fraud and corruption are defined for the purposes of this Strategy as
follows:

Fraud: Any dishonest act or omission, whether by fraudulent
representation, failure to disclose information, or abuse of position, by an
individual or organisation, which is intended to make a gain, cause a
loss, or risk of loss (whether or not an actual gain has been made or loss
suffered) to the Council, the residents of the Borough, or wider
community.

Corruption: An act of collusion, where a person benefits indirectly from a
fraud perpetrated for the direct benefit of another or, the offering, giving,
soliciting or acceptance of an inducement or reward, which may
influence the action of any person.

5. These definitions are not intended to, nor shall they, limit any
investigation by the Council into any alleged fraud, nor shall they
prejudice or in any way compromise any criminal prosecution or civil
action taken in respect of them.

6. Inlaw, offences of fraud and corruption are addressed within the Fraud
Act 2006 which created a general offence of fraud with three ways of
committing it:

e Fraud by false representation;
e Fraud by failing to disclose information; and
e Fraud by abuse of position.

it also created offences of:
¢ Obtaining services dishonestly;
e Possessing, making and supplying articles for use in frauds;
and
e Fraudulent trading applicable to non-corporate traders.

and The Bribery Act 2010 which has created four offences:
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Offences of bribing another person;

Offences relating to being bribed;

Bribery of a foreign official; and

Failure of commercial organisations to prevent bribery.

Aims and objectives

The Council aims to minimise fraud and corruption relating to Council
finances and services in order to support its corporate objectives of
delivering high quality, value for money services in line with the Council’s
key objectives. The Strategy is designed to:

(a) help maximise the application of approved resources to meet
genuine service needs by rejecting bogus claims and by deterring
fraud and minimising irrecoverable losses;

(b) raise awareness of the risk of fraud and corruption, promoting
detection and enhance public confidence through engaging with
stakeholders and staff to report crime, and to minimise the
reputational risk to the Council from adverse publicity;

(c) pursue a zero-tolerance policy and take action against persons who
commit acts of fraud or corruption against the Council;

(d) protect residents and businesses from fraud committed by non-
corporate traders, and bring to justice those who commit acts of
fraud, using relevant legislation as appropriate; and

(e) support the Council in defending itself against prosecution under
The Bribery Act 2010.

Anti-fraud and anti-corruption culture

The Council is determined that the culture and tone throughout the
organisation is one of honesty and opposition to fraud and corruption
and it will take positive and effective action on fraud and corruption
within Council services, whether delivered directly or via contractors,
voluntary organisations, partnerships or other devolved management
organisations, and its finances. Staff and Members are therefore
expected to lead by example and thereby help to promote strong anti-
fraud and anti-corruption attitudes within the Council and when dealing
with third parties.

The Localism Act 2011 places a duty on the Council to promote and
maintain high standards of conduct by Members and Co-Opted
members, and to adopt a Code of Conduct which is consistent with the
Nolan Principles of Public Life (see Annex A).
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10.

11.

12.

13.

14.

15.

16.

17.

Directors and managers are required to ensure that the risks of fraud
and corruption are effectively managed at strategic and operational
levels, and with competent and trained staff working within systems that
incorporate effective anti-fraud and anti-corruption controls, and with
appropriate targets and performance review for all risk areas.

There is an expectation and requirement that all individuals and
organisations associated in whatever way with the Council will act with
integrity. This includes partners, contractors, voluntary organisations,
service users and the general public, all of who are important
participants within the Strategy.

The Council is committed to working in partnership with the Police, to
liaising with other mainly public sector agencies in respect of fraud and
corruption, and to maximising the use of internal and external data
matching.

The Council respects the rights of individuals but it will use all possible
lawful means to protect Council services and finances from fraudsters,
and it will fully meet relevant legislative requirements relating to fraud
and corruption, including money laundering.

The Council, through its Trading Standards and Community Safety
Teams, works in partnership with the police in respect of fraudulent
activities of traders, particularly in the areas of combating rogue builders
and those responsible for placing counterfeit goods in the market place,
and will use proceeds of crime legislation as appropriate against such
persons.

The risk of fraud and corruption is considered across the Council as part
of Risk Management. This includes the recognition of the risk of ‘Loss,
waste or damage to the Council’s property or resources’ through fraud.
Directors are additionally required to provide assurance that controls are
in place, designed to highlight any deficiencies. Where the controls are
not deemed to be operating to a suitable degree, then a remedial plan is
required to be taken to strengthen the control and mitigate the risk.

Whistleblowing

Appropriate web/email and other contact points are maintained with anti-
fraud and anti-corruption publicity to help develop staff and public
intolerance of public sector fraud and corruption within the borough. The
Council’'s own Whistleblowing Policy encourages staff to report proper
concerns about fraud and corruption and gives information on how this
should be done.

It is important to promote an atmosphere or environment in which
whistleblowers both internal and external continue to be motivated to
come forward and do so without fear of retribution.
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18.

19.

20.

21.

22.

23.
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Standards, contract documentation, codes and declarations

The Members Code of Conduct set out the personal responsibilities of
Members and staff for ensuring integrity in the conduct of the Council’s
business, and sets out the anti-fraud and anti-corruption responsibilities
of chief officers and the s.151 Officer. The Code sets out the standards
of conduct that Members must observe. It covers standards of general
behaviour, disclosable pecuniary interests, relationships, information,
gifts and hospitality, and the use of Council facilities.

The Code of Conduct for Employees covers standards, disclosure,
political neutrality, relationships, recruitment, other commitments,
personal interests and related party transactions, equality, tendering
roles, corruption, resources, hospitality, gifts and sponsorship.

The Employees’ Disciplinary Code sets down the procedures for
disciplinary action and reinforces the required standards of conduct by
identifying examples of serious and gross misconduct and setting out the
available sanctions relating to them. Such offences include failure to
notify gifts, theft, and falsification of documents, corruption, false
accounting, providing false information, and obtaining Council services
without genuine entitlement. Offences also include those within or
outside the Council’s employment that prevent the employee from
continuing to do their job or seriously call into question the employee’s
fitness to continue in their job or where the Council’s reputation and
integrity is likely to have been damaged. Fraud and corruption fall within
the definitions of gross misconduct and major offence.

Registers of interests, gifts and hospitality and related party transactions
are in place and Members and employees, where applicable, are
required to comply with all related policies, procedures and disclosure
requirements.

The Council’s core contract conditions maintained by the Legal Services
(South London Legal Partnership — SLLP) require those that contract
with the Council to provide access for Auditors, to implement
whistleblowing policies and procedures and to refrain from offering
inducements or corruptly seeking the award of a contract.

Responsibilities

The Council is responsible for ensuring that its affairs are managed in
accordance with proper standards of financial conduct and for preventing
and detecting fraud and corruption. All employees and Members are
responsible for their own conduct and for contributing towards the
safeguarding of Council standards as detailed in their respective codes.
In addition some employees and Members have specific roles that
contribute to achieving the Council’s anti-fraud and anti-corruption
objectives.
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Standards and General Purpose Committee are responsible for matters
relating to Internal Audit and External Audit and the Anti-Fraud and Anti-
Corruption Strategy and for promoting and maintaining high standards of
conduct by Members and Co-Opted Members. This includes the
application of the Members Code of Conduct, related training and
briefing, compliance with rules relating to the registration and declaration
of interests and of the receipt of gifts and hospitality, and complaints of
breaches of the Members’ Code of Conduct.

All Council Members: are personally responsible for ensuring integrity in
the conduct of the Council’s business, in particular by ensuring that they
are aware of the Council’s anti-fraud and anti-corruption policies and
procedures, and by alerting the relevant chief officer or the Head of
Internal Audit to any suspected breach.

The Monitoring Officer: is responsible for reporting to the
Council/Executive contraventions of any enactment or rule of law, or
maladministration following investigation.

The Chief Financial Officer: has statutory responsibility for the proper
administration of the Council’s financial affairs and for reporting (to the
Council and the external auditor) unlawful expenditure, unlawful
accounting entries and unlawful actions likely to cause a loss or
deficiency. They direct responsibility for the main financial systems and
exercises corporate control over services that are subject to the wide-
ranging devolvement of day-to-day service delivery and financial
management. Corporate control to minimise the opportunity for fraud
and corruption is exercised mainly via delegations, segregation, financial
instructions, accounting requirements, budgetary control, management
control, Internal Audit and other anti-fraud functions within the Council.
They are responsible for advising the Committee and chief officers on
the maintenance and implementation of an anti-fraud and anti-corruption
policy and associated arrangements for appropriate treatment and
registration, by employees and members, of relevant interests, gifts and
hospitality.

Chief Officers and Managers: Managers are responsible for the effective
operation of internal control including the prevention and detection of
fraud and corruption. Chief Officers are responsible for notifying the
Head of Internal Audit immediately of any suspected fraud, theft,
irregularity, improper use or misappropriation of the Council’s property,
assets, resources or services.

The Internal Audit Service: The Council is under a duty to maintain an
adequate and effective system of internal audit of the Council’s
accounting records and control systems. Internal Audit Service reviews
the adequacy and effectiveness of internal control, and, amongst other
things, seeks to identify serious defects that might permit the occurrence
of fraud and corruption. This is supported by follow-up work to ensure
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Anti-Fraud and Anti-Corruption Strategy

compliance with agreed action plans. Internal Audit also has specific
responsibilities for data matching and fraud and corruption
investigations.

The Money Laundering Reporting Officer (Head of Internal Audit): to
whom staff are required to disclose money laundering suspicions, and
who is responsible for reporting to the National Criminal Intelligence
Service. In the case of a Member, the Head of Internal Audit is
responsible for co-ordinating investigations in consultation with the
Council’'s Monitoring Officer, and the latter will invoke the relevant
provisions of the Members’ Code of Conduct.

South West London Fraud Partnership (SWLFP) are responsible for the
investigation of all allegations of fraud or corruption. All referrals will be
risk assessed and where there are reasonable grounds to suspect fraud,
corruption or other irregularity, an investigation will take place in
accordance with agreed investigative procedures.

e Where an employee is the perpetrator and/or the fraudulent recipient
they will liaise with the employing Department who will invoke the
relevant provisions of the Employees’ Disciplinary Code.

Contractors and Partners are expected to adhere to the principles
outlined in the Strategy. The Council expects its partners to ensure that
they have effective controls in place to minimise fraud and bribery, and
where issues are identified that they are properly investigated and
appropriate remedial action taken.

Deterrence

Deterrence is achieved when potential perpetrators of fraud and
corruption consider that the risks (of being caught, punished and any
gains removed) outweigh the perceived benefits arising from criminal
actions. The Council seeks to deter potential perpetrators from targeting
its finances and services and it does this via a high profile anti-fraud and
anti-corruption reputation generated by:

(a) a strong anti-fraud and anti-corruption culture involving Members,
employees, and stakeholders including partners, contractors,
service users and the public;

(b) clearly communicated policies on prosecution, civil recovery and
disciplinary action;

(c) effective systems and actions on prevention, detection,
investigation, sanctions and restitution;

(d) appropriate declarations on relevant Council documents
(particularly application forms) concerning illegal acts, sanctions,
data matching and verification requirements;
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25.

26.

27.

28.

29.

(e) positive and regular publicity to exploit the deterrent effect of
hotlines and whistleblowing and to report all successful
prosecutions unless there are clear grounds not to publicise; and

(f) the requirements for officers and Members (including those
representing the Council on Partnerships) to register and declare
interests, gifts and hospitality and related party transactions.

Prevention

Directors and managers are responsible for establishing, maintaining
and operating appropriate and effective systems and controls to prevent
fraud and corruption. Effective risk management aimed at targeting high-
risk areas and supported by effective preventative controls will maximise
such prevention. Directors and managers are also required to provide
prior-notification to Internal Audit of significant proposed changes to
systems of internal control.

Effective internal control will operate via a cohesive system of checks on
the day-to-day transactions and activities that operate continuously as
part of the routine system whereby the work of one person is proved
independently or is complementary to the work of another. Effective
preventative controls cover organisation structures, delegations,
segregation of duties, physical controls, checking, security,
authorisation, supervision and review.

Internal Audit uses a risk-based approach, including detailed testing of
preventative controls, to review the adequacy and effectiveness of
internal control on a cyclical basis across Council services and has
regard to the risks of fraud and corruption.

The Council recognises that effective recruitment and staff vetting
arrangements are essential to ensure the integrity of new staff. The
vetting arrangements relate to criminal convictions, police checks for
specified posts and the robust verification of qualifications, the right to
work in the United Kingdom and probing the reasons for any gaps in
employment references. These areas of good practice are requirements
for Contractors, Voluntary Organisations and Partnerships to put in place
and are reinforced via contract conditions and Partnership agreements.
Induction training introduces new staff to the Council’s corporate codes
and requirements, with regular refreshers via newsletter and through
intranets to maintain staff awareness of the key issues. Induction training
introduces new staff to the Council’s corporate codes and requirements.

The South West London Fraud Partnership provide fraud and corruption
awareness training in the areas of highest risk.
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31.

32.

33.

34.

35.
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Detection

Directors and their managers are responsible for establishing,
maintaining and operating appropriate and effective detective controls
aimed at identifying fraud and corruption. Effective top-level
management and budgetary control supported by appropriate risk
management and effective detailed controls will maximise the detection
of fraud and corruption. Detective controls also include good audit trails
and strict referral criteria where indicators of fraud or corruption are
identified.

Internal Audit carries out detailed transaction testing on a cyclical basis
across Council services and has regard to the possibility of fraud and
corruption. The Internal Audit strategy also includes some pro-active
fraud work involving focused and detailed testing, specifically directed at
those Council services where there is a high inherent risk of fraud and
corruption.

The Council is committed to data matching across the Council’'s own
systems for the purposes of the detection of fraud and corruption and to
data matching initiatives involving other public bodies. Effective liaison
and information sharing arrangements are also maintained with other
agencies in order to aid detection and investigation.

Council staff are an important element in combating fraud and corruption
and are encouraged and expected to raise such concerns where they
are related to Council activity. The Council’s Whistleblowing Policy sets
out how employees should raise concerns and how they will be dealt
with. This includes special procedures for fraud and corruption, which
should always be reported directly to the Head of Internal Audit.
Members should report suspected fraud and corruption to the Head of
Internal Audit, who will consult with the Monitoring Officer.

The Council’s core contract conditions, including those in relation to
Voluntary Organisations, also set down requirements relating to probity
and inducements, assistance with legal proceedings, and personnel
issues. This includes the need for whistleblowing policies to be put in
place highlighting that the Council’s own policies & procedures would
generally suffice with little adaptation.

The Anti-Fraud and Anti-Corruption Guidance informs managers what
they should and should not do when they become aware of the
possibility of fraud or corruption and in particular the requirements for
confidentiality and the preservation of evidence. Complaints that indicate
possible fraud or corruption are to be dealt with in accordance with the
Guide. Relevant staff are trained for surveillance activity and to combat
money laundering, and relevant detailed guidance notes are included on
the intranet.
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36.

37.

38.

39.

40.

41.

42.

43.

Appropriate hotlines and other contact points are operated in order to
maximise the detection of fraud and corruption via information received
from Council employees, Members and the general public.

Investigation

The South West London Fraud Partnership (SWLFP) undertakes the
Council’s internal enquiries into alleged or suspected fraud and
corruption and maintains an immediate response capability in this
respect. Trained Fraud Investigators undertake investigations in
accordance with legislation, regulations and codes so as to ensure that
actions are not prejudicial to the outcome of a case, and to preserve the
rights of the individuals.

Formal complaints about Member misconduct are dealt with by the
Monitoring Officer and the Standard and General Purposes Committee;
these may be linked to investigations by the SWLFP. For the most
serious cases of alleged misconduct, such as corrupt or fraudulent
practice, it is likely that the matter would be referred to the relevant
authority for criminal prosecution.

The SWLFP will liaise as necessary with the police and, in consultation
with the relevant Director and Head of Internal Audit, will formally refer
criminal cases to the police for investigation. All such liaison and
referrals shall be conducted in accordance with the protocol for
partnership working between the police and the public sector partners.
Other external agencies will be involved as necessary.

The Employees’ Disciplinary Code will be invoked where appropriate in
cases of fraud and corruption and Directors, in consultation with the
Head of Human Resources should consider the necessity for
suspending an employee from work pending the conclusion of a case.

Failings in internal control will be reported to the Head of Internal Audit
and Service Directors in order that appropriate preventative measures
can be implemented where possible to avoid the recurrence of similar
incidences.

Sanctions

Sanctions are determined at the end of an investigation, subject only to
applying any necessary interim or precautionary measures or sanctions,
for example to prevent continuing fraudulent or corrupt activity or
behaviour.

The Council will invoke the highest level of sanction by applying
appropriate criminal or civil (including disciplinary and regulatory)
sanctions in all cases where the evidence suggests that fraud,
corruption, financial irregularity or malpractice have been committed. In
cases of proven fraud, the Council will seek the prosecution of
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44.

45.

46.

47.

48.
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suspected offenders. However, the ultimate decision for criminal cases
referred to the police rests with the Crown Prosecution Service who will
prosecute where there is both a realistic prospect of conviction (the
evidential test) and it is in the public interest.

The Police may decide to caution an offender in accordance with Home
Office guidelines. This is subject to admission of the offence and the
agreement to be cautioned. The police caution is not a criminal record
but the caution record is held for five years and details will be given to a
Court when passing sentence for a similar offence.

The Council will undertake private prosecutions, and the application of
the evidential and public interest tests are reflected in the Council’s
approved Fraud and Prosecution Policy, see Annex B. The policy also
provides for administrative penalties where the amounts and
circumstances do not merit further action. The SLLP are responsible for
providing legal advice and for undertaking civil actions and private
prosecutions. The Council also undertakes private prosecutions where
parking permit misuse involves road traffic offences.

Action under the Employees’ Disciplinary Code will be invoked in all
cases of employee fraud, corruption or misuse of Council assets or
services. Theft, attempted theft, falsification of a document for gain or
advantage, or obtaining Council services without proper entitlement and
payment, or other dishonesty, are all examples of gross misconduct that
will be dealt with as major offences under the Employees’ Disciplinary
Code. The timing of disciplinary action will have regard to ongoing police
investigations or prosecution and the Head of SWLFP will advise on the
most appropriate timing.

Restitution

The recovery of Council losses arising from fraud and corruption shall be
maximised in order:

(a) to minimise the residual financial impact on the Council;
(b) to punish the offender; and

(c) to deter offenders and others from defrauding the Council or
committing related acts of corruption.

Where it is in the public interest, losses will be fully and accurately
quantified including all relevant costs and damages. Compensation
and/or Confiscation Orders will be requested in criminal cases and civil
action will be taken where appropriate including cases already subject to
criminal prosecution. Injunctions and restraint orders will be pursued
where necessary to protect the Council’s interests. Direct recovery from
the perpetrator will be considered where appropriate on a no prejudice
basis, and the repossession of Council assets will be pursued.
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49.

50.

51.

52.

53.

54.

Any third party liability will be established and pursued in order to
recover residual losses and this could include banks, Council contractors
and the Council’s insurers. Directors, through their service managers,
will initiate such claims, having regard to advice from Internal Audit and
from the Council’s Insurance Manager as appropriate. The Council
regularly reviews its risk exposure and maintains appropriate insurance
cover in respect of anticipated/possible claims.

Reporting to officers and Members

The Heads of Internal Audit and Head of Fraud report to and discuss
activity levels and outcomes in relation to fraud, corruption and financial
irregularities with the Shared Service Board on a quarterly basis. In
addition Interim and Annual Internal Audit Reports that include activity
levels and outcomes are reported to and discussed with each Director.
The Internal Audit Annual Report is considered by the Directors’ Board
and this contains corporate activity levels and outcomes, comparisons
with prior years and commentaries on any actions required.

In order to provide early warning to key Members of a significant fraud
and any corruption case involving an employee, the Head of Internal
Audit will inform, on a private and confidential basis and as appropriate,
this will include the Leader of the Council, the Leader of the Opposition
and the Chair of the Standards and General Purposes Committee. In all
such cases the Head of Internal Audit will also inform the employing
Director. The information will be purely background in order to avoid any
possibility this could prejudice any potential hearing.

The Standards and General Purposes Committee receives an Annual
Report and an interim update from the Head of South West London
Fraud Service that highlights activity levels and outcomes across the
Council together with any planned action.

The Anti-Fraud & Anti-Corruption Statement is planned to be reviewed
and reported to Standards and General Purposes Committee at least
once every three years.

Publicity

Internal publicity provides feedback to staff to both inform them of the
types of issues arising and to seek to deter further offences being
committed by highlighting the successful investigations and the robust
nature of the potential outcomes.

External publication via a Press Release or Council Newsletter for high
profile cases or for reports of levels of activity and outcomes also provide
the opportunity to reinforce the Council’s zero tolerance, robust action
and the message of deterrence.
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56.

57.
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Sources of Assurance

The Council’s anti-fraud and anti-corruption work and its results of
Authorised Officers’ powers are subject to regular review by the External
Auditor and the Investigatory Powers Commissioner’s Office (IPCO).
The Council will use these external validations to ensure that it maintains
the highest possible standards and results in respect of its anti-fraud and
anti-corruption responsibilities. The complaints process also forms an
important part of the external validation process.

The Annual Report to the Standards and General Purposes Committee
provides summarised case information on instances of fraud, corruption
and financial irregularities.

Internal assurances are provided via the Head of Internal Audit and each
Director provides a signed annual certificate of assurance on the
effectiveness of controls in managing the risks of fraud and corruption.
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ANNEX A
THE NOLAN PRINCIPLES OF PUBLIC LIFE
Whenever conducting the business of the Council, or acting as a

representative of the Council, the following principles govern the conduct of
Members and Co-Opted Members:

Selflessness Members should serve only the public
interest
Integrity Members should not place

themselves under any financial or
other obligation to outside individuals
or organisations.

Objectivity Members should make decisions on
merit.

Accountability Members should be accountable to
the public for their decisions and
actions.

Openness Members should be as open as

possible and should give reasons for
their decisions and actions

Honesty Members should declare any private
interests and resolve any conflicts in
a way that protects the public interest.

Leadership Members should promote and
support these principles by example,
and should act in a way that
preserves public confidence.

Page 14 of 21

Page 24




Official

Anti-Fraud and Anti-Corruption Strategy

ANNEX B
LONDON BOROUGH OF MERTON

PROSECUTION/SANCTION POLICY

Merton has the responsibility to protect funds through its work against fraud.
The work of the service consists of prevention, detection and investigation of
fraud and corruption within and against it.

This policy forms the principles the London Borough of Merton exercises in
judging cases that give rise to potential sanctions.

A range of sanctions is available to the Council. These include disciplinary
action, civil proceedings, criminal proceedings, confiscation proceedings,
formal cautions and administrative penalties. In appropriate cases we take
more than one form of action. For example, where staff have defrauded the
Council we may take disciplinary, prosecution and civil recovery action.

Fraud Investigations will be referred to and undertaken by the South West
London Fraud Partnership. Recommendations for potential sanctions will then
be made to the Head of Internal Audit, who will refer these onto Chief Offices
for consideration.

This policy is set out in the following parts

Local Authority Caution
Administrative Penalty
Other fraud

Employee Fraud

Member Fraud
Prosecution

Prosecution consideration
Redress

Publicity

This policy is intended to provide a fair, consistent and efficient approach.

Local Authority Caution

A caution may be issued for a blue badge or Council Tax Reduction penalty in
the following circumstances: -

e The claimant has never previously offended

e There was no planning involved in the fraud

e Penalty action is not appropriate

e The offence is minor
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e The amount of overpayment is relatively low or the fraud has
taken place over a relatively short period of time

¢ The offence was admitted during an interview under caution
e The person has expressed remorse of regret

¢ |t may not be in the public interest to prosecute, i.e. there might
be social or medical factors to consider

e There is a strong likelihood of the full amount being repaid.

Administrative penalty

An administrative penalty may be issued for an offence on Council Tax. The
penalty is the equivalent of a fine- amounting to 50% of the overpaid benefit
(S115a of the Social Security Administration Act 1992). The amount is not
negotiable with the claimant.

The authority may consider issuing an Administrative Penalty in the
following circumstances

e The claimant has never previously offended

e There was no planning involved in the fraud

e There was no other person involved in the fraud

e A caution is not appropriate

e The offence is minor

e The amount of overpayment is relatively low or the fraud has
taken place over a relatively short period of time

e The offence was not admitted during the Interview under
Caution.

¢ It may not be in the public interest to prosecute i.e. there may
be social or medical factors to consider.

A Council Tax Reduction Penalty is offered as an alternative to prosecution.
The penalty is an extra amount of money to pay, which is calculated at 50% of
the total overpayment. In other words, if overpaid Council Tax Reduction is
£1000, the Penalty would be £500, so the total amount they would have to
pay back would be £1,500. The penalty is subject to a minimum amount of
£100 and a maximum of £1,000.

If the person accepts the offer of a penalty, they will not be prosecuted for the
offence they have committed. They do have the right to refuse the offer, but
this may result in them being taken to court instead.

Other Fraud

In all other cases of fraud, for example direct care payments, renovation
grants, voluntary sector grants, regeneration funding, insurance claims, blue
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badges, residents’ parking, student awards, licences, school places, market
traders and other applications for financial assistance, The Council also
considers criminal prosecution. The factors that affect our decision to
prosecute are based on the evidential and the public interest tests. This
includes cases of attempted fraud such as applications for renovation grants
where the financial estimates are deliberately misstated, and false
applications for direct care payments.

Prosecutions are undertaken for a number of reasons by service areas
outside of the South West London Audit Partnership (SWLAP) and South
West London Fraud Partnership (SWLFP) e.g. Trading Standards,
Environmental Health, who have their own procedures for deciding on
appropriate sanctions and redress.

Employee Fraud

All cases of fraud, theft, financial misconduct, serious and intentional breach
of financial regulations and corruption committed by officers are serious
breaches of the disciplinary rules. Normally such cases will be considered as
gross misconduct where dismissal would be considered a likely sanction.

Where a financial loss has been identified we always seek to recover this loss
either through the civil or criminal process.

Where appropriate under this policy we refer cases to the relevant prosecuting
authority for criminal prosecution.

Member Fraud

All cases of fraud, theft, financial misconduct, and corruption committed by
Members are serious breaches of the trust placed in them by virtue of their
public office. The Council’s Monitoring Officer and our Members’ Standards
Committee are responsible for dealing with any serious breaches of the Code
of Conduct.

Where a financial loss has been identified we always seek to recover this loss
either through the civil or criminal process.

Where appropriate we refer cases to the relevant prosecuting authority for
criminal prosecution.

Prosecution

In considering whether it is appropriate to prosecute for an offence it is
generally accepted that there are two ‘tests’ to be applied — the evidential test
and the public interest test. These are currently set out in the Code for Crown
Prosecutors. The Prosecutor will consider both tests before approving a
prosecution but will only go onto consider the Public Interest test where
he/she believes that the Evidential Test is satisfied.
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To meet the Evidential Test, the Prosecutor must be satisfied that there is
enough evidence to provide a ‘realistic prospect of conviction’ bearing in mind
that the Prosecution is required to prove its case to the criminal standard of
proof, i.e. ‘beyond a reasonable doubt’, or so as to be sure. The evidence
must be acquired in a form which can be used by the court, be admissible and
be reliable. If there is not sufficient evidence, the case cannot go ahead no
matter how important the case or how strong the public interest is in favour of
prosecution. Consideration must be given to how the defence case may affect
the prosecution case. If necessary an advice file will be sent to the prosecutor
for their opinion.

The Public Interest Test in each case will be considered where there is
enough evidence to provide a realistic prospect of conviction. In serious cases
a prosecution usually takes place unless there are sufficient public interest
factors against prosecution. Public interest factors that affect the decision to
prosecute usually depend on the seriousness of the offence or the
circumstances of the offender. Aggravating factors may increase the need to
prosecute while mitigating factors may suggest that another course of action,
such as offering a sanction, is more appropriate.

To ensure that a ‘realistic prospect of conviction’ exists, investigations are
conducted in accordance with relevant legislation and in line with published
Codes of Practice and Guidance on evidence gathering, interviewing and
rules of disclosure. Evidence is independently examined and if the Public
Interest test is satisfied, the case file is passed on to either the Council’s Head
of Legal Services, the DWP or the Crown Prosecution Service (CPS) via the
police. All prosecutors will then consider the evidence to ensure that both
tests are met.

Cases involving significant large (£10,000 or above) protracted or highly
organised fraud should always be considered for prosecution.

Where the person is successfully prosecuted and belongs to a professional
body the body will be notified of any action taken.

Every case will be considered on its own merit but where there is evidence
that a crime has been committed, especially in the normal course of the
employee’s duties then the council will generally pursue prosecution.

The South West London Fraud Partnership will make a recommendation to
the Head of Internal Audit who will consult with the relevant Chief Officer at
the conclusion of the investigation. This recommendation will only be made if
the conclusion is that prosecution is the appropriate course of action. The
Chief Officer will consider the facts of the case and also have regard to the
amount of loss to the council or details of goods or services lost or affected;
service or staff impact details; any third party vulnerability; the status of the
employee; mitigation and any other relevant factors.

Page 18 of 21

Page 28



Official

Anti-Fraud and Anti-Corruption Strategy

The final decision to prosecute will be taken once the case papers have been
examined by Legal Services or the police.

Cases may need to be referred to the Police for advice. Referrals to the Police
will be authorised by the Head of Internal Audit.

Prosecution Considerations

In making a decision, the following factors should be taken into account before
recommending a case be considered for prosecution:

Has a sufficient level of dishonest intent been displayed? This
is done by looking at the number of misrepresentations made and
the length of time that the individual failed to report a change in
their circumstances.

Was the offence disclosed voluntarily? - i.e. if the individual
informed us that they had committed an offence and wished to
repay any fraudulent overpayment.

Has the individual committed fraud in the past?

Was the offence premeditated? - i.e. was the claim clearly
fraudulent from the outset, was conspiracy involved, were others
involved in the deception and were forged documents used.

The balance between how much money has been obtained and
the cost of bringing a case to court. The cost of a lengthy
prosecution action could negate taking the case to court.

The duration of the offence. The longer period the offence has
occurred over the more likely it would be that prosecution is
appropriate.

How clear cut the evidence is. We would look to see if itis a
case of failing to report a change in circumstances or were false
documents supplied in support of the offence.

The individual’s wellbeing at the time of the offence. If the
claimant had health issues that may have caused or contributed to
the offence.

Whether there was any failure in the way the Council Tax
Reduction Schemes were administered. This might not preclude
us from prosecuting but we would try and put right what we feel
might be weaknesses in our administration of the scheme.

Have there been prejudicial delays that might have occurred
in bringing criminal proceedings that would prevent a fair
hearing? There are specific time limits to be adhered to when
considering prosecution and we must work within these.
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o The likely sentence that might be imposed.

o The likelihood of the individual re-offending. At the conclusion
of the Interview under Caution (IUC) it would be clear to an
experienced investigator if true remorse was felt by the individual.

Parallel Sanctions

The circumstances of an offence that involves or implicates a member of staff
may dictate that both a criminal investigation and a disciplinary investigation
be conducted simultaneously (or in parallel).

Due to conflicts between the legislation covering the gathering of evidence
under employment law and under the Police and Criminal Evidence Act 1984
(PACE) it is preferable that the investigations are conducted independently
and separately (although this does not necessarily imply that the same
department cannot handle both investigations nor that information gathered
cannot be shared between the two investigations).

Although conducted separately, the Head of Internal Audit will liaise both with
Human Resources and any officer tasked with conducting the disciplinary
investigation.

Criminal investigation and prosecution can take substantially longer to
undertake and complete than disciplinary investigation, and consequently any
disciplinary investigation (and potential sanction) should not be unnecessarily
delayed pending the outcome of any criminal investigation. The fact of the
criminal investigation by itself should not form the grounds of the disciplinary
investigation.

Sanctions relating to disciplinary investigations are covered in the employee
code of conduct and can range in scope up to and including summary
dismissal for proven Gross Misconduct.

Redress

Where the Council suffers a financial loss, we always seek recovery. Where
an organisation is involved in the fraud, the Council also make referrals to the
relevant governing body, e.g. Charities Commission, Registrar of Companies.

Redress can be defined as the recovery or attempted recovery of assets lost
or defrauded. This would include any type of financial recompense for the
fraud.

Where possible, the Council would expect to follow cases through to this
point. Whilst the Council aims to progress to sanctions, it must also attempt to
recover any loss. The recovery process is not part of the remit of the audit or
investigations sections, but instruction and help will be given where possible
to facilitate recovery.
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Types of Redress and Recovery

Case Type Method of Redress/Recovery
Housing Removal from Housing Register

Cancellation of Temporary Accommodation
Benefits Tracing of address for recovery of overpayment

from Landlord or Tenant

Asylum Seekers

Tracing of address for recovery of overpayment
from Landlord or Tenant

Internal and
General

Charges on property

Third Party (Garnishee)

Attachment of earnings

Freezing Injunctions

Insurance Claims (fidelity guarantee)
Pursuing debts via legal proceedings
Confiscation orders

Compensation

Restitution Orders

Use of the criminal assets recovery agency (in
the future).

Publicity

The SWLFP will report to members each year on the number of cases
referred for prosecution and their outcome.

Having consideration to the appropriate council policies regarding publicity the
Council will seek to publicise each case successfully prosecuted.

Publicity is an important tool in prevention of fraud as it highlights the work of
the Council’s anti-fraud efforts and can act as a deterrent.
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