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September 2013

The above reports can be located by putting their reference 
number in the search section of the committee website via the 
link below:
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1. RECOMMENDATION

The Governance & Audit Committee is requested to approve the contents of this 
report, including the action plan. 

2. PURPOSE OF THE REPORT

The Council is committed to the highest standards of quality, probity, openness and 
accountability. As part of the Committee’s terms of reference, counter fraud is one of 
the key areas of focus as it is an essential element of delivering good governance. In 
order to develop and promote greater awareness, and in line with best practice, a 
review of the Council’s counter fraud arrangements has been undertaken culminating 
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in this Annual Report for 2014-15. This report sets out the key outcomes from counter 
fraud work delivered during the course of the year relating to both welfare/benefit fraud 
and non-welfare/benefit fraud. 

This report also summarises the results of national initiatives and looks at future 
arrangements following the abolition of the Audit Commission in March 2015 and the 
closure of the National Fraud Authority in March 2014.

3. DETAILS OF REPORT 

Background

Like any organisation of significant size and complexity, South Kesteven is inherently 
vulnerable to the risk of fraud and corruption.  With reducing Government funding and 
the current economic position it is vital that we maintain robust arrangements for the 
prevention and detection of fraud and make best use of our information and 
knowledge in order to ensure we have effective fraud prevention procedures in place. 

Summary of Housing Benefit and Council Tax Support Fraud Performance

The Council’s Revenues and Benefits Service employs one full time fraud investigator.

During the year ending 31 March 2015 (previous year in brackets), there were 654 
(761) fraud referrals of which 537 (672) of these were investigated and 20 (53) 
resulted in action as follows:

Number Previous 
year

Total 
Value

Previous 
year

Average 
Value

Previous 
year

Penalties 15 44 £52,350 £130,736 3,490 £2,971

Prosecutions 5 9 £50,953 £121,659 10,191 £13,518
Value 
identified 20 53 £103,303 £252,395

Caseload 
figures 10,052 10,506

Referrals can be made from:

 the public, staff or Councillors
 data matching, ie Housing Benefit Matching Service or the National Fraud Initiative 

(NFI)
 joint working with the DWP and other Authorities 
 internal referrals, e.g. Benefits, Council Tax, Rents or Housing

The outcome of these referrals can result in:

 no fraud found
 fraud or error being below the figure that would be investigated – currently set at 

£800
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 overpayments – where a letter will be sent confirming no action to be taken other 
than the recovery of the overpayment

 classification as fraud following investigation and acceptance of 
sanction/successful prosecution

Summary of work undertaken by the Governance & Risk Function

Whistleblowing Investigations

During 2014-15 there were no whistleblowing concerns reported.  For 2015-16 there 
have been six whistleblowing allegations to date all of which have been thoroughly 
investigated with no further action required.  This is reported back to the 
‘whistleblower’ where contact information is provided.

Counter Fraud, Bribery and Corruption Framework 

The Council’s Framework was reviewed and updated in September 2013.  The 
framework is currently under review, to encompass the new CIPFA Counter Fraud 
Code, and will be presented at the March Committee.

Insurance

The Council has continued to raise the awareness amongst our staff of fraudulent 
claims and workshops were held in May 2014 and September 2015 with colleagues 
and our insurers.  Topics of discussion were an overview of claims, case studies and 
lessons learned, insurance fraud, claims investigations, overview of claims processing 
and a focus on what constituted a defect.

Training and Awareness

The Council’s counter fraud and corruption arrangements are robust with a clear policy 
and a fraud response plan in place. Underpinning any preventative approach should 
be a strong anti-fraud culture that is driven and implemented from the top down. It 
requires continuous active promotion and needs to include Councillors, staff, members 
of the public and suppliers. An anti-fraud culture should seek to motivate staff and 
ensure that they understand the importance of tackling fraud, are able to recognise 
fraud and abuse and know how and where to report suspicions of fraud.

The most effective anti-fraud culture changes people’s attitudes and behaviours 
towards fraud, positively reinforcing their responsibility in preventing, detecting and 
reporting fraud and deterring would-be criminals from committing fraud in the first 
place. 

Lincolnshire Counter Fraud Partnership

Following the decision to transfer benefit fraud investigation staff to the Single Fraud 
Investigation Service, the Department of Communities and Local Government (DCLG) 
announced a £16m Counter Fraud Fund to ensure that councils could maintain their 
response to the threat of corporate fraud.  South Kesteven, along with the other 
authorities within Lincolnshire, were part of a bid submitted by Lincolnshire County 
Council.  £200k was awarded and the Lincolnshire Fraud Partnership was established 
to create the framework for a county-wide anti-fraud approach.  It provides a forum for 
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counter fraud specialists and subject area experts from Lincolnshire County Council 
and the seven district councils to develop and deliver proactive exercises and 
investigate fraud.  

The key aims of the Group are to: 

 deliver joint fraud proactive exercises across Lincolnshire
 deliver savings and achieve outcomes which will reduce fraud within the county
 develop and deliver an effective co-ordinated fraud awareness programme
 share intelligence, investigative resource, expertise and best practice 

The governance arrangements of the Fraud Partnership will be approved and 
overseen by the Chief Finance Officer Group.

NATIONAL DEVELOPMENTS IN TACKLING PUBLIC SECTOR FRAUD 

Single Fraud Investigation Service (SFIS) 

Linked to the national introduction of Universal Credit, the Government is committed to 
the development of a SFIS within the DWP to investigate and prosecute social security 
welfare benefits and tax credit fraud. South Kesteven has started discussion with DWP 
regarding the potential transfer which is scheduled for February 2016. Upon transfer to 
the DWP the Authority will lose its benefit investigation capacity. No other areas of 
fraud will be considered by the DWP and therefore the Council is starting to consider 
how it will respond to the residual non-welfare fraud:

 Potential Council Tax Support (CTS) fraud, as this will not be encompassed by 
SFIS, as it is not classed as a welfare benefit

 Housing and residual Council Tax Benefit (HB/CTB) cases that do not meet the 
criteria to be investigated by SFIS. These will be passed back to the Council

 Council Tax Support Scheme and residual housing and council tax cases, 
including Single Person Discount

 Business rates
 Social landlord/tenancy fraud

Currently managed by the Governance and Risk function:

 Internal fraud covering procurement, employees, licensing etc including those 
identified by NFI

 Breaching data protection and other ICT frauds
 Investigation of whistleblowing cases
 Reviewing and updating the Council’s Counter Fraud Framework
 Fraud awareness training
 Reporting to Strategic Management Team and the Governance & Audit Committee 

on combating fraud and any fraud activity
 Responding to Government initiatives

Arising from the impact of austerity measures and the introduction of SFIS, there will 
be a need to focus more on pro-active and preventative work particularly in high risk 
areas including tenancy fraud and procurement etc.  
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National Fraud Initiative

Since 1996 the Audit Commission has run the National Fraud Initiative (NFI) every two 
years – a compulsory national data exercise that matches electronic data within and 
between public and private sector bodies to prevent and detect fraud. This includes 
police authorities, local probation boards, fire and rescue authorities as well as local 
councils and a number of private sector bodies.

It is a tool that is helpful in assisting local authorities to identify potential fraud in areas 
such as council tax, housing benefit, pensions, payroll and housing tenancy and since 
1996 the programme has helped identify £1.17 billion in fraud or error. 

The results of the latest exercise produced 1,562 matches and these are currently 
being investigated.

CIPFA Counter Fraud Centre

The CIPFA Counter Fraud Centre (CCFC) was launched in July 2014, following the 
closure of the National Fraud Authority.  They are the lead body and coordinate the 
fight against fraud and corruption across public services.  The CCFC has close links to 
the Department of Communities and Local Government (DCLG), the National Crime 
Agency, the Cabinet Office and also have ownership for the Local Government Fraud 
Strategy ‘Fighting Fraud Locally’.

The CCFC have developed a new Code of Practice on Managing the Risk of Fraud 
and Corruption and our Counter Fraud Framework will be aligned to this.  The Council 
are currently assessing ourselves against the Code in order to identify any areas for 
improvement.

Protecting the Public Purse

The final Protecting the Public Purse Report (2014) from the Audit Commission was 
published in October 2014.  It reported the scale of fraud against local government is 
large, but difficult to quantify with precision:

 In 2013, the National Fraud Authority estimated that fraud cost local government 
£2.1 billion

 Each pound lost to fraud reduces the ability of local authorities to provide public 
services.

 The more councils look for fraud, and follow good practice, the more they will find. 
Increasing levels of detection may be a positive sign that councils take fraud 
seriously rather than a sign of weakening of controls.

The report recommends that all local government bodies should:

 adopt a corporate approach to fighting fraud, to ensure they fulfil their stewardship 
role and protect the public purse from fraud

 actively pursue potential frauds identified through their participation in the National 
Fraud Initiative (NFI)

 assess themselves against the framework in CIPFA’s new Code of Practice on 
Managing the Risk of Fraud and Corruption

 engage fully with the new CIPFA Counter Fraud Centre 
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Councils in particular should:

 protect and enhance their investigative resources, so that they maintain or improve 
their capacity to detect fraud

 be alert to the risk of organised crime, notably in procurement
 be alert to the risks of fraud, particularly in growing risk areas such as Right to Buy
 apply the lessons from the approach encouraged by PPP to tackle housing tenancy 

fraud, to other types of fraud
 focus on prevention and deterrence as a cost-effective means of reducing fraud 

losses to protect public resources
 focus more on recovering losses from fraud, using legislation such as the Proceeds 

of Crime Act

The Audit Commission has now been abolished and in the future the document will be 
produced by the CCFC.  

AREAS OF FOCUS

The following actions are currently being undertaken:

 Prepare for the transfer of responsibility for investigating welfare/benefit fraud to 
the DWP and review the options for managing residual fraud when the position 
surrounding the introduction of the SFIS becomes clearer

 Continue to work with internal audit to review and improve the system and controls 
for the procurement of goods and services, including the management of contracts 
and official orders

 Continue to raise awareness amongst staff, stakeholders and partners about the 
risk of fraud in all areas of the Council’s business 

 Incorporate counter fraud training within the members training plan for new and 
existing members

 Finalise the investigations into the remainder of the NFI data matches and report 
on findings

 Keep abreast of national developments in counter fraud work so that the Council 
can continue to respond positively to new ideas, initiatives and examples of best 
practice

Conclusion

In summary, the Council has a number of national and local processes in place which 
help to identify and tackle fraud such as the NFI and the work of the housing benefit 
fraud team work. This is underpinned by a robust Counter Fraud and Corruption 
Framework which is regularly reviewed and updated to ensure it is in line with current 
legalisation and best practice. In addition, examining the risk of fraud is integral to the 
Council’s overarching approach to governance and risk management. The delivery of 
the above action plan will help to further embed and strengthen the current 
arrangements in place.  

4. OTHER OPTIONS CONSIDERED

None
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5. RESOURCE IMPLICATIONS 

This report has no direct impact on the Council’s resources, including finance/ budget, 
people, land/property etc.

6. RISK AND MITIGATION (INCLUDING HEALTH AND SAFETY AND DATA
         QUALITY)

None

7. ISSUES ARISING FROM IMPACT ANALYSIS

None

8. CRIME AND DISORDER IMPLICATIONS

None

9. COMMENT OF FINANCIAL SERVICES

These are contained within the report.

10. COMMENT OF LEGAL AND DEMOCRATIC SERVICES 

This report provides details of the Council’s performance in respect of Counter Fraud.  
Members should note the performance and scrutinise any elements to assist the role 
of the Governance and Audit Committee in its review of the Counter Fraud and 
Corruption Framework. 

11. COMMENTS OF OTHER RELEVANT BUSINESS MANAGER

None

12.     APPENDICES:

None


