OR TAMBO DISTRICT MUNICIPLITY

ANTI FRAUD AND ANTI CORRUPTION POLICY
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1. Definitions

In this policy, unless the context indicates otherwise -

“extortion” is committed when a person unlawfully and intentionally obtains some
advantage that is not due to him or her by forcing someone to hand over the advantage.
This involves coercing a person or entity to provide a benefit to a municipal employee or
councillor, another person or an entity in exchange for acting in a particular manner.
“fraud” is defined as the unlawful, intentional making of a misrepresentation or
concealment of a material fact which causes actual and or potential prejudice to another.
“corruption” is defined as the offering, giving, soliciting or accepting of an inducement
or reward that may improperly influence the action of any person. This can also be
described as any conduct or behavior in relation to persons entrusted with
responsibilities in public office which violates their duties as public officials and which is
aimed at obtaining undue gratification of any kind for themselves or for others.
“forgery” entails the falsification of a document with intent to defraud, to the actual or
potential prejudice of another.
“uttering” refers to the presentation or use of a forged document, and to instances
where a person offers, passes off or communicates a forged document with the intent to
defraud, to the actual or potential prejudice of another.
“bribery”, involves the promise, offering or giving of a benefit that improperly influences
the actions or decisions of municipal officials. These benefits may accrue to the
municipal official, another persons or entity.
“embezzlement”, involves theft of resources by persons entrusted with the authority
and control of such resources.
“abuse of power”, involves a municipal official using his or her vested authority to
improperly benefit another municipal official, person or entity. This also involves using
vested authority to improperly discriminate against another municipal official, person or
entity.
“conflict of interest”, involves a municipal official acting or failing to act on a matter
where the municipal official has an interest or another person or entity that stands to
benefit in a relationship with the municipal official has an interest.
“abuse of privileged information”, involves the use of privileged information and
knowledge that a municipal official posses as a result of his or her office to provide unfair
advantage to another person or entity to obtain a benefit, or to accrue a benefit for him
or herself.
“favouritism”, involves the provision of services or resources according to personal
affiliation of municipal officials.
“nepotism”, involves a municipal official ensuring that family members are appointed to
municipal positions or that family members receive contracts from the municipality.
“employee, municipal official or member of staff”’, for purposes of this policy this is
someone who is:

1 Employed on a permanent basis;

1 On afixed term or temporary contract of employment;

1 On secondment to the municipality.
“disclosure”, is defined as any disclosure of information regarding any conduct of an
employer, or an employee of that employer, made by any employee who has reasons to
believe that the information concerned shows or tend to show one or more of the
following:
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1 That a criminal offence has been committed, is being committed or is likely to
be committed;
I That a person has failed, is failing or is likely to fail to comply with any legal
obligation to which that person is subject;
1 That a miscarriage of justice has occurred or is likely to be endangered;
1 That the environment has been, is likely to be damaged;
“occupational detriment”, includes being dismissed, suspended, demoted, transferred
against his/her will, harassed or intimidated, refused a reference or being provided with
an adverse reference, as a result of his/her disclosure.

2. Introduction and background

Every year fraud and corruption costs the country billions of rands. Although there are
national efforts to combat fraud, it is still expected to increase in future. The OR Tambo
District Municipality encourages sound and ethical business practices and adopts an
attitude of zero-tolerance towards corruption and fraud-related crimes. The anti fraud
and anti corruption policy is established to facilitate the development of controls which
will aid in the detection and prevention of fraud and corruption against OR Tambo
District Municipality. It is the intent of OR Tambo District Municipality to promote
consistent organizational behavior by providing guidelines and assigning responsibility
for the development of controls and conduct of investigations.

Corruption occur s, when money or other
councillor or a person in the employment of the OR Tambo District Municipality by, or
from, a person holding, or seeking to obtain a contract from the OR Tambo District
Municipality, such money or consideration shall be deemed to have been given, or
received, corruptly unless the contrary

The OR Tambo District Municipality is committed to protecting its revenue, property,
information and other assets from any attempt, either by members of the public,
contractors, agents, intermediaries or its own employees or Councillors, to gain by deceit
financial or other benefits. In managing its responsibilities the Council is determined to
protect itself against fraud and corruption both from within the municipality and from

consi der

i s

out si de. The Council i S Cc eFrmandi d@nd Ardi-Cotruptiona n

Strategy"” designed to;
1 encourage prevention
1 promote detection, and
1 identify a clear pathway for investigation.

This policy sets out specific guidelines and responsibilities regarding appropriate actions
that must be followed for the investigation of fraud and other similar irregularities.

3. Instances of fraud and corruption

Fraud and other similar irregularities includes, but not limited to:
3.1 Forgery or alteration of cheques, drafts, documents, etc.
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3.2 Any misappropriation of funds, supplies or other assets.

3.3 Any irregularity in the handling or reporting of money transactions.

3.4 Misappropriation of furniture, fixtures and equipment.

3.5 Seeking or accepting anything of material value from suppliers, consultants or
contractors doing business with the municipality.

3.6 Unauthorised use or misuse of municipal property, equipment, materials or
records.

3.7 Any computer related activity involving the alteration, destruction, forgery or
manipulation of data for fraudulent purposes or misappropriation of computer
software.

3.8 Any claim for reimbursement of expenses that are not made for exclusive benefit
of the municipality.

3.9 Unauthorised, irregular or fruitless and wasteful expenditure as defined in the
Municipal Finance Management Act.

3.10 Bribery.

3.11 Embezzlement.

3.12 Extortion.

3.13 Abuse of power.

3.14 Conflict of interest.

3.15 Abuse of privileged information.

3.16 Favouritism.

3.17 Nepotism

3.18 Any similar or related irregularity.

4. Applicability

This policy applies to Councillors, all employees of the OR Tambo District
Municipality and all other related parties over which the Council has authority to
require general policies to be followed.

5. General Policy Responsibilities

5.1 1t is the municipality®s intent to fully
corruption, misappropriation or other similar irregularities. An objective and impartial

investigation will be conducted regardless of the position, title, length of service or

relationship with the municipality of any party who might be or becomes involved in

or becomes or is the subject of such investigation.

5.2 If the decision is made not to investigate the matter, reasons will be given.

5.3 Each head of department as delegated by the municipal manager is responsible
for instituting and maintaining a system of internal control to provide reasonable
assurance for the prevention and detection of fraud, misappropriations and other
irregularities. Management should be familiar with the types of impropriety that might
occur within their area of responsibility and be alert to any indications of such
conduct.
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5.4 The internal audit in consultation with the legal advisors has the primary
responsibility for the investigation of all activities as defined in this policy.

5.5 The internal auditor will notify the chairperson of the audit committee and the
municipal manager of a reported allegation of a fraudulent or irregular conduct upon
the commencement of the investigation to the extent practical. Throughout the
investigation these officials should be informed of pertinent investigative findings.

5.6 In all circumstances, where there are reasonable grounds to indicate that a fraud
may have occurred, the internal auditor shall report to the audit committee and the
municipal manager who, subject to the advice of the legal advisor, will contact the
police.

5.7 Upon conclusion of the investigation, the results will be reported to the
chairperson of the audit committee, the municipal manager and the council.

5.8 The municipality will pursue every reasonable effort, including court ordered
restitution, to obtain recovery of the municif
appropriate source(s).

6. Procedures

6.1 Employees

Any employee who has knowledge of an occurrence of irregular conduct, or has

reason to suspect that a fraud or corruption has occurred, shall immediately notify

his/her supervisor. If the employee has reason to believe that t he
supervisor may be involved, the employee shall immediately notify the head of

department and the internal auditor. The employee shall not discuss the matter with

any one other person than his/her supervisor, the head of department, the internal

auditor and the police. Employees who knowingly make false allegations will be

subject to discipline up to and including dismissal.

Concerns can be raised orally but it is good practice for the concern to be recorded
in writing at an early stage to ensure that all the details are correctly understood. A
written allegation should set out the background and history of the concern (giving
names, dates and places where possible) and the reason why the employee is
particularly concerned about the situation. It is preferable for that employee to record
this in writing him or herself.

6.2 Heads of departments

Upon notification from an employee of suspected fraud or corruption, or if the head of
department has reason to suspect that a fraud has occurred, the head of department
shall immediately notify the internal auditor. The head of department shall not
attempt to investigate the suspected fraud or discuss the matter with any one other
than the one to whom the fraud was reported, the internal auditor and the police.
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6.3 Internal auditor

Upon notification or discovery of a suspected fraud, the internal auditor will promptly

investigate the fraud. In circumstances where there appears to be reasonable

grounds for suspecting that a fraud has taken place, the internal auditor shall report

to the municipal manager who, in consultation
will contact the police.

6.4 Contacts/Protocols

After an initial review and a determination that the suspected fraud warrants
additional investigation, the internal auditor will notify the municipal manager, the
municipality legal advisor and the chairperson of the audit committee of the
allegation. The municipal internal auditor shall coordinate the investigation with the
appropriate law enforcement officials.

6.5 Security of Evidence

Once a suspected fraud or corruption is reported, the head of department, the
internal auditor, in consultation with the municipality legal advisor, shall take
immediate action to prevent the theft, alteration or destruction of relevant records.
Such actions include, but are not necessarily limited to, removing the records and
placing them, in a secure location, limiting access to the location where the records
currently exist, and preventing the individual suspected of committing fraud from
having access to the records. The records must be adequately secured until the
internal auditor obtains the records to begin the audit investigation.

6.6 External contacts

While it is trusted that this policy reassures employees to raise such matters
internally, it is preferable to raise a matter with an appropriate external regulator than
not at all. Provided employees are acting in good faith, concerns can be raised with
the office of the Auditor General or anti-corruption unit of the department of provincial
and local government on 0800 701 701.

6.7 Independent advice

Employees who are unsure whether to use this procedure or who want independent
advice at any stage may seek advice from his/her personal legal advisor or labour
organization.

The Open Democracy Advice Centre (ODAC) can also be contacted on its toll free
help line on 0800 525 352. There are legally trained staff that can give free
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confidential advice at any stage about how to raise a concern about serious
malpractice at work.

7. Whistle-blower protection

The term whistle-blowing is used to describe the process of disclosing information
relating to some kind of malpractice or mistreatment which members of staff may
have come across during the course of their work and which they feel would put the
interests of the public and the municipality at risk.

Any member of staff who has a reasonable belief that there is fraud, corruption or
misconduct relating to any matters specified in this policy may raise a concern under
the procedures as detailed above.

Concerns must be raised without malice, in good faith and not for personal gain and
the individual must reasonably believe that the information disclosed, and any
allegations contained in it, are substantially true.

The issues raised may relate to a manager, another member of staff, and a group

within staff, the employee"s own section or a
municipality. The perpetrator can be an outsider, an employee, a manager, a

customer, or an ex-employee.

7.1 Employee safety

The council of the municipality will ensure that an employee who makes a disclosure
in the above mentioned circumstances will not be penalised or suffer any
occupational detriment for doing so.

If a concern is raised in good faith in terms of this policy, an employee will not be at
risk of losing his/her job or suffering any form of retribution as a result.

This assurance is not extended to employees who maliciously raise matters they
know to be untrue. An employee who does not act in good faith or who makes an
allegation without reasonable grounds for believing it to be substantially true, or who
makes it maliciously or veraciously, may be subject to disciplinary proceedings.

7.2 Employee confidence

An employee may nonetheless wish to raise a concern in confidence under this
policy. If he/she wishes that his/her identity must not be divulged, it will not be
disclosed without his/her consent.

If the situation arises where the matter could not be resolved without revealing an

empl oyee"s identity, it owi I be discussed wit
proceeded with.
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Accordingly, while anonymous reports will be considered, this policy is not
appropriate for concerns raised anonymously.

No officer or person acting on behalf of the municipality shall:

- Dismiss or threaten to dismiss an employee or councillor;

- Discipline or suspend or threaten to discipline or suspend an employee or
councillor,

- Impose any penalty upon an employee or councillor, or;

- Intimidate or coerce an employee or councillor;

because the employee or councillor has acted in accordance with the requirements

of this policy. The violation of this section will result in discipline up to and including

dismissal in terms of the municipality® disciplinary procedures.

8. Confidentiality

All participants in a fraud or corruption investigation shall keep the details and results
of the investigation confidential. However, the internal auditor, in consultation with
the legal advisor and the police, may disclose particulars of the investigation with
potential witnesses if such disclosures would further the investigation.

9. Personnel actions

Unless exceptional circumstances exist, a person under investigation for fraud shall
be given notice in writing of the essential particulars of the allegations following the
conclusion of the audit investigation and prior to final disciplinary action being taken.

Where notice is given, the person against whom allegations are being made may
submit a written explanation to the internal auditor no later than seven calendar days
after the notice is received. This requirement is subject to any collective agreement /
provisions respecting the rights of employees during disciplinary proceedings.

If a suspicion of fraud is substantiated by the investigation, the corporate services
head of depart ment in conformance with the
manual shall take disciplinary action up to and including dismissal.

10. Media issues

Any staff or elected official contacted by the media with respect to an audit
investigation shall refer the media to the municipal manager. Any person other than
the municipal manager shall not discuss the alleged fraud or audit investigation with
the media. If the media regarding an alleged fraud or audit investigation contacts the
internal auditor, the internal auditor should consult with the municipal manager.

The municipal manager will determine media messages and identify an appropriate
spokesperson as required.
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Should the municipal manager be the subject of the investigation, all media related
issues shall be referred to the Executive Mayor.

11. Documentation

At the conclusion of the investigation, the internal auditor will document the results in
a confidential memorandum report to the chairperson of the audit committee with a
copy to the municipal manager and the Executive Mayor. If the report concludes that
the allegations are founded, the report may be forwarded to the police through the
office of the municipal manager.

12. Completion of investigation

Upon completion of the investigation including all legal and personnel actions, the
internal auditor shall return documents and other evidentiary material to the
appropriate department.

13. Reporting to external auditors

The internal auditor through the municipal manager shall report to the office of the
auditor general all information relating to investigations concluded during the year.

14. Annual report

As directed by the council, the chairperson of the audit committee shall report, on an
annual basis, information relating to investigations conducted during the year.

Adoption of the policy

B.W. Kannemeyer R.Z. Capa
Municipal Manager Executive Mayor
Date Date
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