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Introduction

Birmingham City Council wants to create a culture where fraud is not acceptable.
This commitment is outlined in the City Councilis Anti-Fraud & Corruption Policy.
The objective of this section of the Schools Financial Procedures Manual is to
provide brief guidance for all staff and governors to help: -

f Recognise fraud when it occurs and be alert to the high-risk areas where
fraud could arise.

' Recognise factors that encourage fraud and factors that can be used to
deter fraud.

f Understand that the governing body of the school regulates the conduct
and discipline of all staff in accordance with the Staff Code of Conduct which
demands a very high standard of integrity.

' Know what to do if a fraud is discovered. To be aware of the use of the
Anti-Fraud & Corruption Policy, the Fraud and Corruption Response Plan
and the Whistleblowing Policy, further details of which can be found at To
report whistleblowing

This section is concerned with the prevention and detection of fraud, and not
with the procedures to be followed in investigating fraud. The Birmingham City
Council Financial Regulations require that the Corporate Fraud Team, within
Birmingham Audit, is informed as soon as an actual or suspected fraud, or
other financial irregularity, comes to light so that they can determine whether
an audit investigation should be undertaken. They will be happy to discuss
issues and provide advice and can be contacted by email at
BirminghamAudit@birmingham.gov.uk.

The Local Authority is committed to the principles of Corporate Governance T
the system by which officers carry out their responsibility for ensuring that
effective management systems have been put in place, including financial
monitoring and control. School staff and governors have a responsibility for
complying with the principles of corporate governance.

The guidance contained in the Schools Financial Procedures Manual has a
key role in preventing and detecting fraud and must be complied with by all
schools covered
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Mandate/CEO fraud

Bogus approaches from
fraudsters to change supplier
bank account details to divert
payments, or to request an
urgent payment to be made
supposedly on the instruction
of a senior official

! Financial loss

Inappropriate personal
use of goods and
services

Cash and assets

Using school equipment or
materials or services for
personal interests

{ Financial loss to pay for
replacement items
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1 Employee ipressure’ factors, for instance, high staff turnover and/or staff
shortages, resulting in checks not being carried out or being carried out
inadequately; lack of supervision; lack of training, so staff are not aware of
the importance of policies and procedures, or where their jobs fit in the
broader picture, and they are not aware of possible areas where fraud might
occur.

f Lack of understanding by employees of what is expected in their behaviour.

3.2 Within schools the main financial systems which control the use of official funds
are expected to be robust, but the same should also be true of those systems
which regulate unofficial funds. By their very nature, these funds can often igo
under the radari and experience shows that wherever there is a lack of
management oversight, fraud can occur

4 Fraud Prevention and Detection

4.1  All staff and governors should be alert to the warning signs that may indicate
fraud. It should be remembered that longstanding trusted employees are often
in the best position to commit fraud, as they are usually subject to less checking
and supervision and so have the opportunity if a motive arises.

4.2 Examples of warning signs are:

Documents

' unusual accounting entries;

| failure to produce accounts when requested/missing documents;
f unexplained budget overspends and/or bank overdrafts;

1
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f There is evidence that an employee has fraudulently obtained public

funds T state benefits, Council Tax Reductions/Exemptions, social
housing etc.

f Evidence of fraud is obtained relating to the employeeis involvement in
another organisation e.g. a City Council funded voluntary organisation.

55 A
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7.2  Prior to the commencement of an investigation, CFT will draw up an Audit
Investigation Planning Memorandum (Terms of Reference), which will be
discussed and agreed with the schoolis Chair of Governors and/or the Head
Teacher.

7.3  The City Councilis Financial Regulations give Birmingham Audit right of access
to premises and all records, documents and correspondence, to enable the
satisfactory conduct of an audit or special investigation. Birmingham Audit has
the authority to require and receive such explanations as are necessary,
concerning the matter under investigation.

7.4  Where an audit investigation takes place, it may be necessary to speak to
various people. One or more may be the subject of the allegations, whereas
others will need to be seen to get background information or to obtain
evidence.

' Where a person is subject to allegations of misconduct, a formal audit
interview will be arranged. All persons being formally interviewed will be
contacted in writing at least 7 days in advance of the interview with brief
details of the issues under investigation and told that they are entitled to
representation at the interview. Interviews will be conducted by two officers
and a typed summary of the interview is later provided to the interviewee
for their comment and agreement. The person being interviewed will be
advised that after the conclusion of the investigation an audit report would
be produced and be told to whom the report would be issued, and that
further proceedings may ensue as a result.

' Where a person is not the subject of the allegations, but WnBT/F18871 0 595.32 841.92
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7.5

7.6

Birmingham Audit will draw up a formal report of their findings and
recommendations. While the report is in draft it will be discussed at an exit
meeting with the Head Teacher and/or Chair of Governors, or other appropriate
officers. Their comments will be included as to how and when the
recommendations contained in the report will be implemented and the name
of the person responsible for their implementation prior to being issued. The
report will then be finalised and issued to:

91 Director of Education & Skills
! Chair of Governors
f Other Officers as appropriate

CFT may recommend that formal disciplinary action should be considered. In
such circumstances, the governing body
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