REPORT TO:

Audit Committee | 29 June 2009

REPORT OF:

Corporate Director, Resources Anti Fraud and Corruption

ORIGINATING OFFICER(S):

Strategy - Red Book 2

Service Head Risk Management Ward(s) Affected: N/A

1. Summary

1.1

1.2

1.3

This report provides the Audit Committee with an update on the
results of an independent review of the Councils Anti Fraud and
Corruption Strategy as set against the CIPFA publication “
Managing the Risk of Fraud — Actions to Counter the Risk of
Fraud- Red Book 2”, which was issued in October 2008 and serves
as best practice.

The report also provides a corporate perspective on the
effectiveness of the strategy and highlights existing areas of good
practice with some areas for further enhancement to ensure that
we continue to meet the new and enhanced requirements.

A further report on the implementation of the recommendations of
the report will be presented to the Audit Committee in due course.

2. Recommendations

21

The Audit Committee is asked to note this report.

3. Introduction

3.1

As part of our ongoing efforts to ensure the strategy and systems in
place within the Council remain relevant and meets best practice
the Anti Fraud and Corruption Strategy as well as a range of other
procedures and practices within the Council including Prosecutions
Policy, Joint Working etc. have been the subject of an independent
review.

DATE CLASSIFICATION REPORT NO. | AGENDA NO.




3.2

3.3

3.3.1

332

3.3.3

3.34

3.3.5

3.4

The review was undertaken by the former Head of Legal Services
and evaluated the existing strategy and arrangements against the
following five key tests. These are further broken down into a
number of additional key questions which seek to evidence the
effectiveness of the Councils overall Governance arrangements.

The key tests were:-
Adopting the right strategy

“Does the organisation have a counter fraud and corruption
strategy that can be clearly linked to the Effective policies and
procedures in relation to identifying, reporting and investigating
suspected fraudulent/corrupt activity are in place.”

Measuring Fraud and Corruption Losses

“Are fraud and corruption risks considered as part of the
organisation’s strategic risk management arrangements.”

Creating and Maintaining a strong structure

‘Do those tasked with countering fraud and corruption have the
appropriate authority needed to pursue their remit effectively,
linked to the organisation’s counter fraud and corruption strategy.”

Taking action to tackle the problem

“Is the organisation undertaking the full range of necessary action.”

Defining Success

“Relevant officers and Committees are made aware of
investigations which may effect their’

The methodology used to undertake this review was to examine
the available evidence against each of these tests and develop
recommendations to ensure we meet best practice where this was
considered necessary.



3.5

The Red Book 2 requirements form part of the new Comprehensive
Area Assessment testing under the Key Lines of Enquiry sections
2.3 and 2.4 The questions they cover are:-

o Does the organisation promote and demonstrate the
principles and values of good governance?

o Does the organisation manage its risks and maintain a
sound system of internal control

Key Findings

41

4.2

4.3

4.4

4.5

4.6

The review found that against each of the tests undertaken, the
Council's arrangements were generally good with most points
either fully or partially met.

Some of the questions require further development to meet full
compliance and where this has been found there are suggestions
to enhance the arrangements further.

The Organisation does not have formal links between a range of
anti fraud activity. There are informal links in place but we need to
consider a more “joined-up” approach.

The review looked primarily at the corporate anti fraud
arrangements and not the other Services. A further review of the
anti fraud arrangements of other Council Services needs to be
undertaken.

The level of resource required at the Corporate level is increasing,
this is being reviewed in light of this report.

The findings arising from this review are summarised under the
relevant key control Objective included within Appendix A.

Comments of the Chief Financial Officer

5.1

These are contained within the body of this report.

Concurrent Report of the Assistant Chief Executive (Legal Services)

6.1

There are no immediate legal implications arising from this report.

One Tower Hamlets

7.1

7.2

There are no specific one Tower Hamlets considerations.

There are no specific Anti-Poverty issues arising from this report.



Risk Management Implications

8.1  The revised control environment should pick up the areas identified as
of concern and reduce the residual risk.

Sustainable Action for a Greener Environment (SAGE)

9.1 There are no specific SAGE implications.

Local Government Act, 1972 SECTION 100D (AS AMENDED)

List of "Background Papers" used in the preparation of this report

Brief description of "background papers" Contact :

Minesh Jani, 0738
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