AUDIT COMMITTEE

19 March 2025
Review of the Council’s Counter Fraud Policies

Report of Chief Finance Officer

PURPOSE OF REPORT

Review of the Council’s Counter Fraud Policies

This report is public

RECOMMENDATIONS

1.0
11

1.2

(1)

)

That the Audit Committee approve the counter fraud policies within their
remit, namely.

a. Anti-Fraud, Corruption and Bribery Policy,
b. Money Laundering, and
c. Sanctions Policy

The Audit Committee note Council’s wider policies and arrangements in
regard to anti fraud and corruption

Background

The Audit Committee’s Terms of Reference state they have responsibility to “monitor
counter fraud, actions and resources and review the assessment of fraud risks and
potential harm to the Council from fraud and corruption”. In order to enable the
Committee to discharge this responsibility this paper brings together the applicable
policies and procedures from across the Council. It asks the Audit Committee to
approve those policies in accordance with its terms of reference and consider those
that sit outside of its remit.

Council has a wide range of established counter fraud policies which sits alongside
and are supported by a number Council documents, including

e Raising Concerns Policy

e Officers and Members Codes of Conduct.

e Contract Procedure Rules

e Financial Procedure Rules
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Policies Requiring Formal Approval by Audit Committee

Anti-Fraud, Corruption and Bribery Policy (Appendix A)

This policy is concerned with acts of theft, fraud, bribery or corruption committed
against the Council employees, elected Members or contractors in the course of their
duties In addition, the policy also addresses actions of external individuals or
organisations. It contains a number of key elements including

e Definitions

e Scope

Objectives
Responsibilities
Deterrence & Prevention
Raising Concerns and,
Investigations

The Policy was last approved the Audit Committee in 2023 and has been reviewed by
the Corporate Fraud Manager and the s151 Officer with one minor addition at
paragraph and the inclusion of the Investigatory Powers Act (IPA) 2016. The IPA builds
on, and supersedes parts of, the Regulation of Investigatory Powers Act (RIPA) 2000.
The IPA has granted law enforcement and public authorities updated powers to access
communications data for legitimate purposes.

The Audit Committee is recommended to approve the Anti-Fraud, Corruption
and Bribery Policy in accordance with its Terms of Reference

Anti Money Laundering Policy (Appendix B)

The Anti-Money Laundering Policy attached at Appendix B has been developed from
best practice guidance issued by the Chartered Institute of Public Finance and
Accountancy (CIPFA). The Policy describes: -

what money laundering is.

the obligations of the Council.

disclosure procedures.

the role of the MLRO in disclosures.

reporting standards and related procedures; and
policy review arrangements

Committee last reviewed and approved the policy at its meeting in March 2023, where
it agreed to move the policy to a 2-year review cycle. Since that date there has been
one update to The Money Laundering, Terrorist Financing and Transfer of Funds
(Information on the Payer) Regulations 2017, this was by way of The Money
Laundering and Terrorist Financing (Amendment) Regulations 2023, which came into
force on the 10" January 2024 (https://www.legislation.gov.uk/uksi/2023/1371/made).

This amendment relates to Regulation 35 and inserts a further section (3A) further
dealing with issues of enhances customer due diligence for politically exposed persons
(PEP), both domestic and non-domestic PEP.


https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.legislation.gov.uk%2Fuksi%2F2023%2F1371%2Fmade&data=05%7C02%7Cpthompson%40lancaster.gov.uk%7C52765c26afcc432c569708dd5bcea083%7C61b49b2822c14c9b883070288744880e%7C0%7C0%7C638767665195734681%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=WIS071HNx%2FnLe5s3I7Y6x3wju%2BxvO723afEheiOmKO4%3D&reserved=0
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It is considered unlikely that the Council would deal with a PEP however the policy has
been updated to reflect the due diligence requirements to consider factors such as the
sources of wealth and involvement in political scandals

The Audit Committee is recommended to approve the Anti Money Laundering
Policy in accordance with its Terms of Reference

Sanctions Policy (Appendix C)

The Sanctions Policy is intended to cover any form of fraud that the Council may
consider necessary to investigate. The Council will consider taking enforcement action
against any individual or organisation which commits a criminal offence against the
Council,(including criminal conduct related to the systems administered by the
Authority or any of its partners) or the wider local community. It sets out a range of
sanctions available to the Council ranging from a simple caution to prosecution

Areas in which the Council faces the risk of fraud include, but not limited to:

Business Rates

Council Tax

Council Tax Reduction Scheme
Employee Fraud

Grants

Insurance

Mandate Fraud

Procurement

Social Housing Fraud

The Sanctions Policy is subject to annual review has been considered by the Head of
Revenues & Benefits and the s151 Officer with no amendments proposed

The Audit Committee is recommended to approve the Sanctions Policy in
accordance with its Terms of Reference

Policies for Consideration by the Audit Committee

Raising Concerns Policy (Appendix D)

The responsibility for formal adoption of the Council’'s Raising Concerns Policy
(formally Whistleblowing Policy) is with the People and Organisational Development
Committee (P&OD). The policy was last formally approved in 2023 with minor
amendments be made by the Monitoring Officer to ensure it remains up to date.

The policy attached at Appendix D communicates a staff member’s right to make
certain disclosures about wrongdoings within the Council without fear of reprisals. The
policy explains which disclosures are protected and how Council staff members can
make a protected disclosure.

This policy aims to:
e Encourage individuals to feel confident in raising serious concerns and to
guestion and act upon concerns about misconduct or malpractice.
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e Provide avenues to raise those concerns internally and receive feedback on any
action taken, and to provide information about how, in exceptional circumstances,
matters can be raised externally.

e Reassure staff that genuine concerns will be taken seriously and in the interests
of all concerned will be dealt with properly, quickly and discreetly.

e Ensure that a response to concerns is provided and how to pursue them if you
are not satisfied.

e Provides assure that as much as possible will be done to protect confidentiality,
and that individuals protected from possible reprisals or victimisation if they have
a reasonable belief that the have made any disclosure in good faith.

The Audit Committee is asked to note the Councils Raising Concerns Policy

Gifts & Hospitality
Officers or Elected Members should not normally accept gifts or hospitality. While gifts
or hospitality can be offered for benign reasons it is important for each individuals
reputation, the reputation of the Council and for the reassurance of the public that
decision-making is not being improperly influenced, that gifts or hospitality are not
routinely accept. The arrangements around accepting or providing gifts and hospitality
for both Officers and elected Members is contained within the Councils Constitution.
Constitution February 2025.pdf

e Part 4 Section 1 Sub Section 8 Officers' Code of Conduct

e Part 4 Section 2 Sub Section 13 Councillors' Code of Conduct

There is the recognition however that the value and nature may be trivial, or refusal
may cause offence. Both Codes of Conduct sets the standard for accepting or
receiving any form of gift or hospitality in order to avoid any possible suggestion of
improper influence. It provides examples of the types of gifts and hospitality that may
be considered acceptable and also those which are not and the required for reporting
either offers or acceptance of gifts and hospitality and the financial context in which
this occurs.

Conflicts of Interest

The Council’s policy on Conflicts of Interest aims to ensure that its Officers and
Members are treated equitably, they are protected against any unfounded allegations
of impropriety and are able to act without discrimination of any kind in the conduct of
their duties. It is important, that there is an openness in the declaration of all interests
that could have an influence on conduct and/or decision making and that public
confidence in the Council is maintained

Similar to Gifts & Hospitality the arrangements for declaration of personal interests for
both Officers and Members is contained within the Councils Constitution. Constitution
February 2025.pdf

e Part 4 Section 1 Sub Section 6 Officers' Code of Conduct

e Part 4 Section 2 Sub Sections 8 & 9 Councillors' Code of Conduct



file:///C:/Users/pthompson/Downloads/Constitution%20February%202025.pdf
file:///C:/Users/pthompson/Downloads/Constitution%20February%202025.pdf
file:///C:/Users/pthompson/Downloads/Constitution%20February%202025.pdf
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All holders of Politically Restricted Posts are required to make an annual written
declaration for inclusion in a central register of any personal interests, whether financial
or otherwise, which could conceivably conflict with the Council's interests, including nil
returns. On election to the Council Members are also required to notify the Monitoring
Officer of any interests to outside bodies including business, charities or other not for
profit organisations to which they have management or control. These details are also
held on a central register with the onus on Members to inform the Council of any
revisions

Amendments to the Constitution is a function of Full Council and so is outside of the
Audit Committee’s terms of reference. The Committee is therefore asked to note the
constitutional requirement around Gifts & Hospitality and Conflict of Interest

Additional Policies, Procedures & Rules

In addition to the policies and procedures discussed above the Councils has a number
of other polices, procedures and rules exist to protect its employees, Members and the
Council as a whole.

Contract Procedure Rules

The Councils Contract Procedure Rules have recently been updated to reflect a
significant update in line with the requirements of the Procurement Act 2023 (the Act)
which received Royal Assent on 26 October 2023 and is scheduled to come into force
on 24 February 2025.

The rules contain specific guidance on conflicts of interest assessment and due
diligence to be carried out on suppliers as well as the need for personal disclosures
from Officers. In addition, there are safeguards embedded around areas such as
tendering and award of contracts.

Financial Procedure Rules

The Financial procedure rules form part of the Council’'s wider Budget & Policy
Framework are designed to establish the fundamental controls and framework for
financial management. They are accompanied by more detailed guidance in specific
areas such as VAT.

The above documents are subject to approval by the Audit Committee, with the
Committees last approvals, being

Financial Procedure Rules: 27" November 2024
Agenda for Audit Committee on Wednesday, 27th November 2024, 6.00 p.m. -
Lancaster City Council

Contract Procedure Rules: 30" January 2025
Adgenda for Audit Committee on Thursday, 30th January 2025, 6.00 p.m. - Lancaster

City Council

The Committee is only asked to note the of these procedure rules within the Council’s
wider anti-fraud and corruption framework.


https://committeeadmin.lancaster.gov.uk/ieListDocuments.aspx?CId=316&MId=8409&Ver=4
https://committeeadmin.lancaster.gov.uk/ieListDocuments.aspx?CId=316&MId=8409&Ver=4
https://committeeadmin.lancaster.gov.uk/ieListDocuments.aspx?CId=316&MId=8560&Ver=4
https://committeeadmin.lancaster.gov.uk/ieListDocuments.aspx?CId=316&MId=8560&Ver=4

5.0 Details of Consultation

5.1  Forthose policies requiring formal approval by the Audit Committee consultations have
taken place with the Council’'s Corporate Fraud Manager, Legal Services, Head of
Revenues & Benefits and the s151 Officer

6.0 Options and Options Analysis
6.1 The options available are to either agree the attached polices or recommend
alternative wording if necessary.

7.0 Conclusion

7.1 Itistimely and appropriate to refresh the Council’s counter fraud polices which assists
the Council in demonstrating that arrangements are in place that are designed to
promote and ensure probity and propriety in the conduct of its business.

CONCLUSION OF IMPACT ASSESSMENT

(including Diversity, Human Rights, Community Safety, Sustainability and Rural
Proofing)

Not applicable.

FINANCIAL IMPLICATIONS

None directly arising from this report.

SECTION 151 OFFICER’S COMMENTS

The Section 151 Officer has been consulted and has no further comments.

LEGAL IMPLICATIONS
None directly arising from this report.

MONITORING OFFICER’S COMMENTS

The Monitoring Officer has been consulted and has no further comments.
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E-mail: pthompson@Ilancaster.gov.uk




