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GLOSSARY OF TERMS

Throughout this document, unless otherwise stated, the words in the first column below have the meanings stated opposite them in the second column (and cognate expressions shall bear corresponding meanings):

“Code”


Code of Conduct for the Municipality 
“Municipality”

The Lesedi Local Municipality

“Fraud”


Includes, but is not limited to, the following :-
(a)
The following legal definitions:
(i)
Fraud, i.e. “the unlawful and intentional making of a misrepresentation resulting in actual or potential prejudice to another”;

(ii)
Corruption which could be summarized as: “giving or offering; receiving or agreeing to receive; obtaining or attempting to obtain any benefit which is not legally due to or by a person who has been charged with a duty or power by virtue of any employment, to do any act or omit to do any act in relation to that power or duty”; and

(iii)
Theft, i.e. “the unlawful and international misappropriation of another’s property or property which is in his/her lawful possessions, with the intention to deprive the owner of its rights permanently”;

(b)
Fraudulent or corrupt acts may include:

Systems Issues: i.e. where a process/system exists which is prone to abuse by employees, the public or other stakeholders, e.g.:

-
Procurement fraud, e.g. irregular collusion in the awarding of tenders or orders for goods and/or services;

-
Irregularities in the effecting of transfer payments;

-
Deliberate non-compliance with delegation of authority limits;

· Collusion in contracts management;

· Revenue fraud;

· Travel and subsistence fraud; and

-
Disclosing confidential or proprietary information to outside parties;

Financial Issues: i.e. where individuals or companies have fraudulently obtained money from the Municipality, e.g.:

· Syndicate fraud, e.g. interception of warrant vouchers;

-
Creditors fraud, e.g. diverting payments to incorrect creditors;

-
Suppliers submitting invalid invoices or invoicing for work not done;

· Payroll fraud, e.g. creation of “ghost employees”;

· Theft of funds;   and

· Making a profit from insider knowledge;

Equipment and resource issues: i.e. where the municipality’s equipment is utilized for personal benefit or stolen, e.g.:

· Theft of assets, e.g. computers, face value forms, etc;

· Personal use of resources, e.g. telephones, internet, e-mail; and

· Irregular destruction, removal, or abuse of records (including intellectual property);

Other issues: i.e. activities undertaken by employees of the municipality, which may be against policies or fall below established ethical standards, e.g.:

· Soliciting gifts or favours from consultants or other suppliers, e.g. acceptance of “kick-backs”;

· Conflicts of interest;

· Nepotism;

· Favoritism; and

· Deliberately omitting or refusing to report or act upon reports of any fraud.

“MFMA”


Municipal Finance Management Act,  Act No. 56 of 2003
“Policy”


Fraud Policy and Response Plan

“Managers”
Where the word Managers appear in this Policy, it will mean Managers as well as Executive Managers
“Executive Managers”
Where the word Executive Managers appear in this Policy, it will mean Executive Managers as well as Managers

1.
INTRODUCTION

1.1
This policy is intended to set out the stance of the Municipality to fraud and to reinforce existing policies and procedures aimed at preventing, reacting to, and reducing the impact of fraud.

1.2
The purpose of this policy is to communicate that the municipality is committed to rejecting fraud and that it supports and fosters a culture of zero tolerance.  Through this policy, the municipality irrevocably undertakes to combat all forms of fraud and corruption as well as to remain pro-active in the fight against such.

2.
SCOPE OF THE POLICY

Person to whom the Policy applies
2.1
This policy applies to all allegations, attempts and incidents of fraud impacting or having the potential to impact the municipality.

2.2
All employees and councillors of the municipality must comply with the spirit and content of the policy.

3.
THE POLICY
Zero Tolerance

3.1
The Municipality’s policy to fraud is zero tolerance.  All fraud will be investigated and followed up by applying the appropriate remedies and the full extent of the law.  Appropriate prevention and detection controls will also be developed and enforced.  These include the existing financial and other controls as prescribed in the municipality’s policies and procedures.

3.2
The efficient application of the Municipal Systems Act and the MFMA, the policies and procedures of the municipality and other government prescripts relating to local authorities is one of the most important duties of every municipal councillors and employees.
3.3
Every councilor and employee are obliged to adhere to the code of conduct  (Schedule 1 – Councillors  & Schedule 2 Staff Members), as captured in the Municipal Systems Act  (Act 32 of 2000).  
4.
REPORTING PROCEDURES AND RESOLUTION OF REPORTED INCIDENTS
What should an employee do if they suspect fraud?

4.1
In order to limit the risks associated with widespread negative perceptions amongst employees, the municipality requires its employees to report all situations or activities that they perceive to be fraudulent to their manager or anonymously via the municipalities fraud reporting hotline.  This includes reporting of all suspicious, allegations and incidents of fraud.  By encouraging these reports, the municipality intends to promote a culture where all employees report fraud candidly without fear of recrimination and with confidence that these reports will be dealt with appropriately.
4.2
In addition to their responsibilities as employees (set out in paragraph 4.1),  all managers must relay reports of fraud made to them to the Fraud Prevention Committee (“the Committee”).
4.3
Should councilors / employees wish to report allegations of fraud anonymously, they can do so by utilizing the municipalities anonymous fraud reporting hotline.  The committee will decide on appropriate measures to resolve all reports made to it via the hotline.

4.4
Alternatively councilors / employees can report any allegations of Fraud to the Executive Mayor / Municipal Manager.

What should a member of the public or providers of goods and/or services do if they suspect fraud?
4.5
The municipality encourages members of the public or providers of goods and/or services who suspect fraud to contact any member of management within the municipality or any committee member.
How will the municipality deal with allegations of fraud?

4.6
For issues by employees, members of the public or providers of goods and/or services, the action taken by the municipality will depend on the nature of the concern.

The matters raised may be

*
Investigated internally;  or

*
Referred to the South African Police Service (“SAPS”) or other law enforcement agency.
4.7
Any alleged fraud committed by an employee or any other person will be pursued by thorough investigation (set out in section 5 below), and to the full extent of the law, including (where appropriate) consideration of;
a)
In the case of employees, taking disciplinary action within a reasonable period of time after the incident;
b)
Instituting civil action to recover losses;

c)
Initiating criminal prosecution by reporting the matter to SAPS or any other relevant law enforcement agency; and
d)
Any other appropriate and legal remedy available.

4.8
Managers are required to ensure that losses or damages suffered by the municipality as a result of all reported acts committed or omitted by an employee or any other person are recovered from such an employee or other person if he or she is found to be liable.
4.9
The Municipal Manager, with the assistance of other relevant Executive Managers, e.g. Executive Manager : Corporate Services, must also ensure that the following steps are taken with regard to financial misconduct in line with the provisions of the Municipal Systems Act and the MFMA.
a)
Ensuring that disciplinary proceeding are carried out in accordance with the relevant prescripts;
b)
Ensuring that disciplinary proceedings are instituted within 30 days.
c)
Annually submitting to the Auditor-General and Council schedule of:-
(i)
The outcome of any disciplinary hearings and/or criminal charges;
(ii)
The names and ranks of officials involved;  and
(iii)
The sanctions and any further actions taken against these officials.
d)
In terms of section 62(1)(e) of the MFMA, 
“the accounting officer, must on discovering any unauthorized, irregular, fruitless and wasteful expenditures, ensure that disciplinary or, when appropriate, criminal proceedings are instituted against any official of the municipality who has allegedly committed an act of financial misconduct or any offence.”
e)
Take the following into account when determining the appropriateness of disciplinary steps against an official:-

(i)
The circumstances of the transgression;

(ii)
The extent of the expenditure involved;

(iii)
The nature and seriousness of the transgression;  and

f)
Reporting losses to the SAPS, the MEC for Local Government and the Auditor General.


In terms of section 32 of the MFMA,
“the accounting officer is responsible for promptly informing the Mayor, the MEC for local government in the province and the Auditor-General, in writing, of any unauthorized, irregular or fruitless and wasteful expenditure incurred by the municipality, whether any person is responsible or under investigation for such unauthorized, irregular or fruitless and wasteful expenditure, and the steps that have been taken to recover or rectify such expenditure and to prevent a recurrence of such expenditure. In terms of this section the accounting officer must also report to the South African Police Service all cases of alleged irregular expenditure that constitute a criminal offence, and theft and fraud that occurred in the municipality.”
The following four(4) response steps serve as an additional guideline to the committee when faced with a report of fraud :-
Step  1
a)
Evaluate the information or allegation;
b)
Identify the issues and their implications;  and
c)
Consider all resolution options and their implications.
Step  2
a)
Secure the assets at risk by notifying parties holding assets or relevant documentary records;

b)
Where appropriate, eliminate the immediate threat by suspending or removing the suspect from a position of authority (in accordance with prescribed Labour Law provisions);
c)
Ensure that all accounting and other documents and records are secured and back-up of relevant computer date have been made;  and.
d)
Secure the content of offices where the suspect was employed e.g. physical files computer data and other items of potential evidential value.
Step  3
a)
Trace and secure the documentation that was under the control of the suspect;  and

b)
Commence the detailed investigation process, utilizing the appropriate resources.;
Step  4
a)
In conjunction with the responsible manager, initiate processes to recover losses suffered through alleged fraud;

b)
Where appropriate, contact the South African Police Services (“SAPS”) or other appropriate authority for assistance;  and
c)
Review current accounting and administration procedures to address any weaknesses and institute the necessary improvements.

5.
RESPONSIBILITY TO CONDUCT INVESTIGATIONS INTO SERIOUS CASES OF FRAUD

5.1
The responsibility to initiate investigations into serious cases of fraud resides with the accounting officer.  The Accounting Officer will decide, in consultation with appropriate members of the committee, whether to report serious cases to the SAPS or other law enforcement agencies,  and/or whether to secure the assistance of external providers of forensic investigation services.
5.2
Furthermore, the Municipal Manager is responsible for supplying appropriate feedback on the progress of investigations to all relevant parties on a “need to know” basis.
6.
CONFIDENTIALITY

6.1
All reports of fraud will be treated confidentially while investigation is undertaken.  The progress of investigations will not be disclosed or discussed with any person(s) other than those who have a legitimate right to such information.  This is important in order to avoid compromising the reputations of suspected persons who are subsequently exonerated of any wrongful conduct.
6.2
No employee is authorized to supply any information with regard to reports of fraud, covered within this policy, to the media, or any other party, without the express permission of the Municipal Manager.
7.
PUBLICATION OF SANCTIONS

7.1
The Committee will decide whether any information relating to corrective actions taken or sanctions imposed regarding incidents of fraud should be brought to the attention of other employees or made public through any other means.
8.
WHISSTLE BLOWERS

8.1
ABUSE OF WHISTLE BLOWING

a)
All managers should discouraged employees or other parties from making allegations that are false malicious. Where such allegations are discovered, the person who made the allegations must be subjected to firm disciplinary action or, in the case of external parties, other appropriate action

b)
The municipality will take action against any party making non-bona fide ‘strategic’ allegations, who seek to misuse the available protections for personal advantage, or to damage the reputations or interests of other individuals or organisations, or simply to cause mischief by way of revenge-taking against their (former) employer. This is to prevent the abuse of this policy to gain an advantage.
c)
Making a disclosure knowing it to be false, will be regarded as misconduct, and treated as a disciplinary offence. A ‘strategic’ disclosure about wrongdoing in which the whistleblower was personally involved, in order to seek to escape the consequences, should be protected only in relation to any retaliation for making the disclosure, not for the disclosed misconduct itself. 
8.2
PROTECTION OF WHISTLEBLOWERS

a)
No employee will suffer any penalty or retribution for good faith reporting of any suspected or actual incident of fraud in terms of the Protected Disclosures Act.

b)
Individuals who make a principled public interest disclosure of wrongdoing  is accepted as an essential tool for strengthening accountability and reducing corruption in the public and private sectors. 

c)
The municipality recognise the ‘principled disclosure of wrongdoing’ as an act of loyalty to the organisation and to the public interest, rather than as an act of personal disloyalty.

d)
The municipality will protect the rights of whistle blowers to prevent victimisation by fellow employees or managers in contravention of the Protected Disclosures Act, Act 26 of 2000. 

Such victimisation could have severe negative implications for the Municipality, for example, negative media publicity and litigation.

e)
The Municipality will continue and enhance the use of the National Anti-Corruption Hotline which is housed in the Office of the Public Service Commission. In addition, the Municipality will consider implementing its own hotline facility.

f)
“Whistleblower protection provides a shield,  not  a  sword”.

8.2
DISCLOSURE  OF  INFORMATION

Anonymous disclosures will in principle be accepted by the municipality, at least for the purposes of preliminary assessment, especially in the early months of the scheme’s introduction; the municipality should have the discretion to decide whether or not to investigate a particular claim, based on the information provided by the anonymous discloser together with any other relevant information available or potentially available to the investigators. Failure to adopt this pragmatic approach to anonymous disclosures renders the organisation a potential hostage to fortune, especially if a scandal emerges subsequently and evidence surfaces that the organisation had been informed by a whistleblower but had done nothing to investigate the allegations.

8.3
PROVISION OF EVIDENCE

The whistleblower is not required or invited to provide evidence to ‘prove’ that their disclosure is true: vigilantes should not be endorsed in advance, and incriminating evidence should be obtained only by competent investigatory authorities. There is a risk that an official investigation could be compromised, and to involve the discloser inappropriately in the matter. The whistleblower may be permitted to provide evidence where it is properly available to him/her in the ordinary business.
8.4
REPORT BACK : TO WHISTLE BLOWERS
The investigating authority must provide a reasonable level of reporting to the discloser, who should not be empowered to accept or reject the outcome of an investigation, but should be able to make the disclosure afresh to another appropriate authority. 

9.
APPLICATION OF PREVENTION CONTROLS AND DETECTION MECHANISMS

9.1
In respect of all reported incidents of fraud, Executive Managers must immediately review, and where possible, improve the controls that have been breached in order to prevent similar irregularities from taking place in future.
10.
CREATING AWARENESS

10.1
It is the responsibility of all Executive Managers to ensure that all employees are made aware of this policy and receive appropriate training and education on a regular basis.
11.
ADMINISTRATION

11.1
The custodian of this policy is the Municipal Manager who is supported in its implementation by the Committee.
11.2
The Committee is responsible for the administration, revision and interpretation of this policy.  The committee will review the policy annually and make appropriate changes should these be required.
ANNEXURE  “A”

FRAUD  PREVENTION COMMITTEE
TERMS  OF  REFERENCE  FOR MEMBERS OF THE COMMITTEE
OBJECTIVES
· To provide direction, structure, content and to facilitate the implementation of the Fraud Prevention Strategy (FPS).

· To make decisions relating to the further development of the FPS and ensure its effective implementation.

· To maintain and review the FPS on a regular basis.
SCOPE

· To promote and foster a culture based on the highest standards of probity, integrity and conduct.

· To ensure compliance with policies, procedures, rules, legislation and other relevant government prescripts.

ACCOUNTABILITY

· Monitoring the effectiveness of the various components of the FPS.

· Perform regular fraud risk assessments and set targets and timeframes to deal with the identified fraud risks.

· Further development of the FPS, taking into account policies, procedures, rules, legislation and other relevant government prescripts and the results of the fraud risk assessment.

· Reviewing and agreeing updates to the FPS.

· Considering reports on forensic investigation findings and review of adequacy of subsequent actions.

· Creating awareness of the FPS in order to sensitize all employees on fraud detection and prevention.

· Reporting to the Chief Financial Officer on incidents and statistics of fraud and corruption, together with the findings of forensic investigations.

· Reviewing the register of declarations of interest, acceptance of business courtesies and to monitor such conflicts and their resolution.

· Establishing sound working relations with Internal Audit on governance and fraud prevention issues.

· Monitoring of disciplinary cases and ensuring that there is an efficient and effective system in place to track progress of outstanding and pending cases.

COMMITTEE MEMBERS

Committee Members approved by council are the following:

Executive Mayor

Speaker and

Municipal Manager
Executive Manager : Corporate Services
If any one of the committee members is alleged or involved in the fraud or corruption, he or she must remove him/herself from the committee.   The committee must co-opt a member. 
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