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AGENDA ITEM NO 11
FRAUD REPORT

Committee: Finance & Governance Committee

Date: 20th December 2012

Author: Trevor Bowd – Principal Auditor
[M191]

1.0 ISSUE

1.1 To inform the Finance & Governance Committee of the work of both Internal
Audit and the Anglia Revenues Partnership (ARP) in relation to counter fraud
activity for the period January 2012 to December 2012.

2.0 RECOMMENDATION(S)

2.1 That the Committee note the results of counter fraud activity undertaken by
both Internal Audit and ARP.

3.0 BACKGROUND/OPTIONS

3.1 The report provides a summary of the counter fraud work undertaken by both
Internal Audit and ARP. The report is split into the following areas:-

Housing & Council Tax benefit fraud,
The National Fraud Initiative; and,
Raising general fraud awareness across the Council

4.0 ARGUMENTS/CONCLUSIONS

4.1 The report highlights the successes during the period covered by the report
in terms of both Housing & Council Tax benefit fraud and the continuing work
on outputs from the National Fraud Initiative.

4.2 The report also highlights the significant changes that the introduction of the
Welfare Reform Act will have on the way benefit related fraud will be
investigated. In addition the Home Office has called for local authorities to
adopt a tougher approach to tackle fraud.

5.0 FINANCIAL IMPLICATIONS/EQUALITY IMPACT ASSESSMENT

5.1 There are no additional financial implications arising from this report.
However, there are ongoing savings arising for example from participating in
the National Fraud Initiative.

5.2 Equality Impact Assessment (INRA) not required.
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6.0 APPENDICES

6.1 Appendix 1 – Fraud Report for the period January 2012 to December 2012.

Background Documents
None

Location
Room 207
The Grange,
Ely

Contact Officer
Trevor Bowd
Principal Auditor
(01353) 665555
E-mail:
trevor.bowd@eastcambs.gov.uk
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Appendix 1

EAST CAMBRIDGESHIRE DISTRICT COUNCIL – INTERNAL AUDIT

REPORT ON COUNTER FRAUD WORK JANUARY 2012 – DECEMBER 2012

1. INTRODUCTION

1.1 In common with all other public bodies, East Cambridgeshire District Council
has an ongoing duty to protect the public purse. The purpose of this report is
to provide an overview of general and specific fraud related issues that have
arisen during the period January 2012 to December 2012.

2. HOUSING & COUNCIL TAX BENEFIT FRAUD

2.1 It has been estimated that housing benefit fraud alone cost the country
around £1.1 billion in the financial year 2011/2012. Because of the high
volume of claimants and the complexity of legislation, Housing and Council
Tax benefit fraud is considered to be the area where the Council is most at
risk of fraud.

2.2 Common examples of fraud are where people:-

do not report they are now living with a partner or that their partner has
started work

do not report they are receiving other benefits
do not declare their savings or do not declare the correct amount of

savings
do not report they have started work
do not report they have inherited money
do not report they are going abroad, living abroad, or have changed

address

2.3 The Compliance Team of the Anglia Revenues Partnership (ARP) is
responsible for ensuring that claims for Housing and Council Tax benefit are
correct and in cases where there is suspected irregularity, a thorough
investigation is undertaken in accordance with relevant legislation. Where
appropriate, suspected offenders are dealt with in accordance with the ARP
Prosecutions Policy.

2.4 The formal outcome of a successful investigation where fraud is to proceed
with one of three sanctions available:-

Caution A warning, given in certain circumstances, as an
alternative to prosecution, to a person who has
committed an offence (NOT a Police caution). The
caution is recorded on the records of both the local
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authority and the DW for five years, and a check would
be conducted in the event of a similar investigation. A
second caution would not be offered and it would be
more likely that a prosecution would be instigated for a
second benefit fraud offence where there was a
previous caution recorded within the last five years.

Administrative Penalty An Administrative Penalty (Ad-Pen) is a financial
penalty which can be offered as an alternative to
prosecution where there has been no previous sanction
of any form. The Ad-Pen is administered on behalf of
the Secretary of State and is set at 30% of the total of
overpaid benefit relating to the case. The Ad-Pen is
recorded on the records of both the local authority and
DWP for 5 years, and a check would be conducted in
the event of a similar investigation. A second Ad-Pen
would not be offered and it would be more likely that a
prosecution would be instigated for a second benefit
fraud offence where there was a previous Caution or
Ad-Pen recorded within the last five years.

Prosecution Prosecution of an offender within the Criminal Justice
System for an alleged offence.

2.5 For the financial year 2011/12 the following outcomes resulted from
completed investigations. For comparison the totals for the financial year
2010/11 are shown in brackets.

Sanction Total Number ECDC ECDC % of
Total

Caution 103 (152) 23 (24) 22%
Administrative Penalty 37 (33) 6 (3) 16%
Prosecution 47 (36) 6 (3) 13%

Total 187 (221) 35 (30) 19%

Caseload 30,000 5,600 19%

2.6 For the current financial year, to September 2012 the results are as follows,
again with comparative figures for the same period in 2011/12.

Sanction Total Number ECDC ECDC % of
Total

Caution 44 (43) 6 (5) 14%
Administrative Penalty 25 (18) 3 (2) 12%
Prosecution 31 (22) 4 (3) 13%

Total 100 (93) 11 (10) 10%
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Caseload 31,000 5,700 18%

3. THE NATIONAL FRAUD INITIATIVE

3.1 The National Fraud Initiative (NFI), which is presently co-ordinated by the
Audit Commission, is a sophisticated data matching exercise that matches
electronic data within and between public sector bodies to prevent and detect
fraud. The exercise is undertaken every two years and historically has been
successful in identifying fraud and error across the UK. For this Council, the
last fully completed exercise, NFI 2008, identified fraud, overpayments and
error amounting to £192,457.

3.2 The majority of this figure related to matches between the Council Tax
records and the Electoral Register where it was established that a Single
Persons Discount was being awarded but the Electoral Register showed
there to be more than one person over the age of 18 living in the property.
This was the first time that the two data sets were submitted as part of NFI.

3.3 The latest exercise NFI 2010, is nearing completion and the at the time of
producing this report the value of findings is small in comparison with the last
exercise, standing at just under £18,000. Data for the NFI 2012 exercise has
recently been provided to the Audit Commission and the first batch of
matches for investigation will be released early in the new year.

4. RAISING GENERAL FRAUD AWARENESS

4.1 Internal Audit continues to maintain an awareness of fraud related issues
cross the Council mainly by the production and circulation of a six-monthly
Fraud Awareness Newsletter which is sent electronically to all staff and
Members.

4.2 In addition, the task of rolling out awareness training on the implications of
the Bribery Act 2010 across the Council was completed in February 2012
when a presentation covering the Act was provided to Members. For new
employees, there are arrangements in place to cover the Act as part of the
induction process.

5. CONCLUSION

5.1 Our Anti-Fraud and Corruption Strategy states that the Council must
demonstrate that it is firmly committed to dealing with fraud and corruption
and will deal equally with perpetrators both from inside and outside the
Council.

5.2 The main focus will continue to be in relation to Housing and Council Tax
Benefit fraud, which is investigated by the Compliance Team at ARP with
Internal Audit focussing primarily on the outputs from NFI.
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5.3 The Welfare Reform Act received Royal Assent on 8th March 2012 and it
significantly alters the way the welfare system will work in the future,
including the way benefit fraud is investigated, by the creation of a Single
Fraud Investigation Service (SFIS) bringing together investigation work
undertaken by the DWP, Local Authorities and HMRC.

5.4 It is intended that SFIS will be responsible for the investigation of all elements
of fraud within the Welfare Benefits system but will only include state benefits
so local authorities will be responsible for the investigation of alleged fraud
outside of this, including Localised Council Tax Support.

5.5 Furthermore, in April 2012 the Home Office, via the National Fraud Authority
(NFA), published the Local Government Fraud Strategy to meet in Fighting
Fraud Together (2011), the national plan to reduce fraud.

5.6 The document calls for all local authorities to adopt a tougher approach to
tackle fraud, organised around three themes of Acknowledge, Prevent and
Pursue. There is an opportunity for ARP to utilise their existing skills to meet
the changes that will arise from the Welfare Reform Act and the challenges
facing local authorities in reducing expenditure and protecting the public
purse against fraud and irregularity. A report covering this was taken to the
ARP Joint Committee on 13th December 2012.


