of Finance (Audit and Risk Management)

AUDIT COMMITTEE - 11™ DECEMBER 2013
FRAUD MANAGEMENT - UPDATE
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3.1

3.2

4.1

4.2

Purpose of the Report

This report provides the Audit Committee with further details of progress and
information in the development of arrangements to effectively assess and
manage the risk of fraud and corruption.

Recommendations
It is recommended that :-

i. The Audit Committee notes the progress made in the development of
effective arrangements and measures to minimise the risk of fraud
and corruption.

ii. The Audit Committee continues to receive 6 monthly progress
reports on the implementation of the identified key actions.

Background Information

The Audit Committee received details of progress in the Annual Fraud Report
presented at the June meeting. This report highlights the further work
undertaken and progress in respect of fraud management over the last few
months.

As referred to in previous reports the framework set out in the CIPFA
publication “Managing the risk of fraud” document now serves as the key
vehicle through which anti-fraud and corruption activity is identified and
managed.

Self Assessment and Actions

The Annual Fraud Report 2012/13 included an action plan. An update to this
action plan is attached as Appendix 1 along with an updated list of completed
actions, Appendix 2; both of which show continued good progress.

The key priorities over the next few months are shown below. These will be
reported back to the Committee within the next update in approximately 6
months.



4.3

4.4

4.5

5.1

6.1

Ref Action Timescale

1 | Revise Fraud Response Plan A draft of the
revised
procedures is
currently being
reviewed

2 | Issue annual fraud risk assessment questionnaire to December 2013
| all Assistant Directors

Completion of e-learning material (BOLD) January 2014

Analyse results from AD self assessments January 2014

Review of Protecting the Public Purse — November 13 | January 2014

DO~ jW

Develop series of proactive pieces of fraud detection | February 2014
work within 2014/15 Audit Plan

7 | Review and revision of Corporate Anti-Fraud and March 2014

Corruption Policy and Strategy

As well as work on anti-fraud and corruption, there are inevitably a number of
investigations that require Internal Audit input. This activity is included in more
detail in the Internal Audit Quarterly report received by the Audit Committee.

As previously reported Internal Audit have made positive moves to increasing
resources on the prevention and detection of fraud as opposed to
investigations. The 2013/14 annual fraud risk self-assessment process is due
to commence and the results will be utilised to identify areas for proactive
anti-fraud work.

Internal Audit continues to offer advice, guidance and instruction to
departmental managers on matters of fraud and fraud prevention in addition
to supporting them in managing their own investigations.

Financial Implications

Wihilst there are no direct financial implications arising from this report there
are inherent financial issues concerning anti-fraud and corruption. An increase
in controls may have cost implications, both in terms of additional checks,
potentially slowing down service delivery, and computer system changes.
Those costs have to be balanced against the risk of loss, whether because of
fraud or general inefficiency. Any cost implications arising from the need to
introduce additional controls and mitigations will be discussed with
management. The emphasis at all times will be to improve controls without
increasing costs or jeopardising efficient and compliant service delivery.

Risk Considerations

Somewhat obviously, the process prompted by this work is focussed entirely
on the effective assessment of fraud risk.



6.2 There are inherent risks in not undertaking such a self-assessment and
responding to areas that are capable of improvement. Balancing risks, costs
and potential losses is at the heart of this process.

6.3 The risk of loss arising from fraud is included within the Strategic Risk
Register.

7. Appendix
7.1 Appendix 1 - Updated Action Timetable December 2013
Appendix 2 - Completed Actions

Contact Officer:  Assistant Executive Director (Audit & Risk Management)
Telephone: 01226 773241
Date: 25th November 2013
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