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National picture

The fraud challenge

The survey findings



Presenter
Presentation Notes
Although we are going to talk about the Counter Fraud Strategy – what I really want to do is try an bring the relevance to individual teams and sections and think about 

Fighting Fraud and Corruption Locally is a strategy for English local authorities that is the result of collaboration by local authorities and key stakeholders from across the counter fraud landscape.Its production and subsequent implementation is overseen by an independent board, which includes representation from key stakeholders.The board commissioned the drafting and publication of the strategy from the CIPFA Counter Fraud Centre.
This strategy is the result of an intensive period of research, surveys, face-to-face meetings and workshops.Local authorities have spoken openly about risks, barriers and what they feel is required to help them improve and continue the fight against fraud and to tackle corruption locally.
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National Picture

= Changing political landscape

= QOverseas political change

* Challenging financial position within
the public sector

= Broken Britain

© CIPFA
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Figure 2.1: Pressures on local authorities
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Add to that volatility of business rates income
Reducing new homes bonus
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Pinch Points

= Business rates

= Social care

= Housing

= Council tax

= Commercial growth

= And of course education
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The Fraud Challenge



Presenter
Presentation Notes
Sets out the nature and the scale of fraud losses, the changes to the national and public sector fraud landscape that require a response from local authorities, and the key issues raised by stakeholders. 
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What Is fraud ?

= Wrongful or criminal deception intended to
result in financial or personal gain

= Fraud Act 2006 created a general offence
of fraud:

* fraud by false representation

* fraud by failing to disclose information
(where there iIs a legal duty to disclose)

* fraud by abuse of position of trust

© CIPFA
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Tenancy
Procurement
Payroll
Council tax
Blue Badge
Grants
Pensions
Schools
Personal budgets
Internal fraud

Identity fraud
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Emerging/Increasing Fraud Risks

Business rates

Right to buy
Money laundering

Insurance fraud

Commissioning
services

Local enterprise
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Looking at the findings of the
CIPFA Fraud and Corruption
Tracker Survey
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The Fraud Challenge 2016 — CFaCT
Types of Fraud

Housing and tenancy fraud £207.9m
Housing benefit £40.5m
Other types of fraud> £40.7
Council tax* £24.1m
Blue Badge (disabled parking) £3.0m
Council tax — SPD £15.6m
Council tax — CTR £7.1m

Council tax — Other £1.4m
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As with the 2014/15 survey, the biggest issues in
countering fraud remain the same:

B having the capacity to identify fraud risk and
investigate allegations

B having effective fraud risk assessment and
management

B barriers to data sharing.
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Detected fraud type by volume

Housing benefit
13.5%

Disabled parking
concession

7.5%

Housing

Council tax 6.6%

65.6%

Debt
1.2%

Business rates
0.8%

Other types of fraud
4.7%
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When did you last have your counter fraud and
corruption plan approved by your organisation?

2013/14
Earlier 7%
7%

2014/15
13%

We don't
have one
7%

Don't know
4% 2015/15

62%
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353:
the number of procurement fraud
cases reported in 2015/16 — five times

more than the previous year.



‘ IPFA\ The Chartered Institute of - .
Public Finance & Accountancy cipfa.org.u

Recommendations

Fraud assessments carried out regularly
Assessment of current arrangements

Local authorities should have a standard
methodology for measuring

Investigate fraud even without a financial
Impact

Joint working

Increased awareness on procurement fraud

Fit for purpose insurance claim processes

16
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Measuring what??


yb...._________
Ple]i(;‘ Fm;mce & Accountancg cipfa.org.uk
CI PFA\ The Chartered Institute of
Methodology and Statistical data
= Recognition of the challenges with
gathering data in this field

= Other fraud surveys
= Next year’s survey

17
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The Response
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The Strategic Response

The Principles - Acknowledge, Prevent and Pursue

vV

" -

Acknowledge

Acknowledging and Preventing and detecting Being stronger in
understanding fraud risks more fraud punishing fraud/recovering losses

B Assessing and understanding ® Making better use of W Prioritising fraud recovery and
fraud risks information and technology the use of civil sanctions

® Committing support and B Enhancing fraud controls B Developing capability and
resource to tackling fraud and processes capacity to punish fraudsters

B Maintaining a robust ® Developing a more effective ® Collaborating with law
anti-fraud response. anti-fraud culture. enforcement.

Fighting Fraud Locally official NFA Board Slides
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CIPFA Code of Practice on Managing
the Risk of Fraud and Corruption

= Published in October 2014, it sets out the principles
that define the governance and operational
arrangements necessary for an effective counter
fraud response.

= Applicable to all public services organisations, the
five key principles are to:

= acknowledge the responsibility of the governing
body for countering fraud and corruption

= identify the fraud and corruption risks

= develop an appropriate counter fraud and
corruption strategy

= provide resources to implement the strategy
= take action in response to fraud and corruption

© CIPFA
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Recognising fraud is only part of the problem

Addressing the issue can be a DON’T ignhore the dangers

bigger challenge and pitfalls
Top tips Top tips

= know who you are employing = ‘head in the sand’

= know your finances * too trusting of individuals

= effective internal controls™ = |ax attitude to controls

» effective anti-fraud and » staffing issues
corruption policies and = ignoring the fraud indicators
procedures = ‘we’ve never had any

= don’t underestimate the problems in the past’

power of whistleblowing

= Keep up to date with alerts
and fraud news

* Includes segregation of duties, clear lines of authority, physical safeguards on tangible assets,
authorisation and approval on orders and payment of invoices and appropriate training for staff. i


Presenter
Presentation Notes
Recognising a fraud is only part of the problem, a bigger challenge comes when academies need to address the issue – academies have limited resources and many lack the skills to tackle fraud properly once it is in the system.  It is crucial therefore that robust anti-fraud and corruption policies and procedures are developed and maintained for all new and existing trusts, as it is preferable to be in a good position to prevent fraud happening in the first place  than to deal with its consequences.


Know who you are employing
Employing someone who does not have the necessary qualifications and experience can lead to both reputational and financial damage. It is essential that original documents and proper references on headed paper are provided by potential employees and that potential employers scrutinise what they are given – qualifications, references and employment history should all be checked thoroughly. 
Know your finances 
The fraud at Haberdashers’ Aske’s Federation had been going on for at least seven years unnoticed. Whatever lies and barriers to viewing the accounts were put in the way, they should not have been allowed to prevent those responsible for governance from gaining a true picture of the finances. It seems that the accounts manager had a level of delegated authority that allowed him to commit fraud.
It is essential that those charged with governance carry out their financial responsibilities effectively. They must ensure that they receive the information necessary to allow them to do so and that they ask challenging questions and receive satisfactory answers. 

Effective controls - sound internal controls in accordance with the AFH I.e. seg of duties, clear lines of authority, physical safeguards on tangible assets, authorisation and approval on orders and payment of invoices. 

anti-fraud and corruption policies and procedures- governing how individuals should act in the event that there is a suspicion of fraud. Staff should know who to report fraud to and management should have a clear fraud response plan – a plan that gives instruction on how the allegation will be dealt with and how any investigation will be managed.

Don’t underestimate the power of whistleblowing
Academies are required by the Academies Financial Handbook to have in place appropriate procedures for whistleblowing. For this to be effective, i
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CIPFA Counter Fraud Centre

* We lead and co-ordinate the fight against
fraud and corruption across local and
central government, the health, education
and charity sectors. We are committed to
helping you:

= prevent, detect and recover financial loss

= protect your organisation’s reputation
= develop your team’s counter fraud skills

22
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Support

CIPFA\ neizies,.

Fighting
Fraud Locally

managing the risk
of fraud and corruption

School Fraud risk
health check

Education
Funding
Agency

Academies financial
handbook 2016

For academy members, trustees,
accounting officers, chief financial
officers and auditors

Effective from 1 September 2016

July 2016

CIPFA Accredited Counter Fraud Specialist (ACFS) Qualification

http://www.cipfa.org/services/counter-fraud-centre

cipfa.org.uk
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CIPFA Code of Practice on managing the risk of fraud and corruption was published in October 2014
Fighting Fraud & Corruption Locally - First published in 2011
Highlighting fraud risk areas
Importance of collaboration
Supported by CIPFA from 2011, hosted by the CFC 2014
The NFA and CIPFA to develop an online fraud resource tool to act as a repository for counter fraud guidance, including a technical communication forum for fraud practitioners and auditors.”
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Managing the risk of
fraud and corruption

2016-19 Checklist

The Chartered Institute of
Public Finance & Accountancy

Fighting
Fraud&
Corruption

A local authority is self-regulating in respect of counter fraud. It should aim to show that it
undertakes realistic self-assessment and has identified and understands the major risks.

It should acknowledge the problems and put in place plans which can demonstrate that it is
taking action with visible outcomes. It should aim to create a transparent process and report
the results to the corporate management team and those charged with governance.

You are encouraged to use this checklist to measure your counter fraud and corruption

culture and response.

The local authority has made a proper assessment of
its frfaud and coTTUPLion risks, Nas an action Man to deal
with them and regularly reports to its senior Board and
ils members.

The local authority has undertaken an assessment
against the risks in Protecting the Public Purse: Fighting
Fraud Against Local Government (2014) and has also
undertaken horizon scanming of future potential frauad
and COmUpLion Tisks.

There is an annual report to the audit committes, or
equivalent detailed assessment, to compare against
Fighting Fraud and Cormuption Locally (FFCL) 2016 and

The local authority has put in place amangements to
prevent and detect frawd and commuption and a
miechanism for ensuring that this is effective and is
reported to committee

The local autnority has put in place amangements for
mionitoTing compliance with standards of conduct acToss
the local authority covering:

- Codes of CONduCt including Denaviour for counter
fraud, anti-bribery and corruption

— rtegister of interests

— rtegister of gifts and hospitality.

cipfa.org.uk

Acknowledge Responsibility

Develop Identify
Strategy Risks

Provide Tal_<e
Resources Action
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Joanne Pitt

CIPFA Counter Fraud Centre Manager / 07831 199812
Joanne.Pitt@cipfa.org

please follow me on Twitter @Joannepittcipfa

THANK YOU
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