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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 being 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 
in this Annual Report for 2015-16. 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. 
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This report also summarises the results of national initiatives and looks at the 
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 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 robust arrangements for the prevention and detection of fraud are maintained 
and best use of information and knowledge is made in order to ensure effective fraud 
prevention procedures in place. 

SUMMARY OF HOUSING BENEFIT AND COUNCIL TAX SUPPORT FRAUD 
PERFORMANCE

During the year ending 31 March 2016 (previous year in brackets), there were 647 
(654) fraud referrals of which 518 (537) of these were investigated and 25 (20) 
resulted in action as follows:

Number Previous 
year

Total 
Value

Previous 
year

Average 
Value

Previous 
year

Penalties 23 15 £58,605 £52,350 3,490 3,490

Prosecutions 2 5 £13,413 £50,953 10,191 10,191
Value 
identified 25 20 £72,018 £103,303

Caseload 
figures 9,640 10,052

The responsibility for investigating housing benefit transferred to the Single Fraud 
Investigation Service (SFIS) on 1 February 2016.

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 eg 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 
 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
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SUMMARY OF OTHER WORK UNDERTAKEN 

Counter Fraud Strategy
The Council’s Strategy was reviewed and updated in March 2016 to incorporate the 
new CIPFA Code of Practice on Managing the Risk of Fraud and Corruption.

Small Business Rate Relief (SBRR)
An exercise has been undertaken to review over 1,600 businesses to ensure that 
recipients of SBRR are still eligible in line with national policy.  Appropriate changes 
have been made where necessary to individual rating entries.

Whistleblowing Investigations
During 2015-16 there were 11 whistleblowing concerns reported of which all have 
been investigated and action taken where appropriate.  This is reported back to the 
whistleblower where contact information is provided.

Insurance
The Council has continued to raise the awareness amongst our staff of fraudulent 
claims and another insurance workshop was held in 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.  Claims continue to be rigorously reviewed at 
every stage to ensure that anything suspicious is identified and the appropriate 
outcome is achieved.

Training and Awareness
The Council’s counter fraud and corruption arrangements are robust with a clear 
strategy 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.  A fraud awareness campaign, along with elearning, will be rolled out in 
December.

LINCOLNSHIRE COUNTER FRAUD PARTNERSHIP (LCFP)

South Kesteven continue to actively contribute to the work of the partnership which is 
making good progress in key areas:

 delivering savings targets through pro-active counter fraud projects - £680k
 raising fraud awareness with members, staff and the public
 delivering joint fraud proactive exercises across Lincolnshire
 strengthening governance arrangements
 developing fraud networks (internal and external) to disseminate fraud intelligence 

and share best practice
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Delivering savings
Financial targets (£632k) were exceeded with fraud projects funded by the LCFP 
delivering savings overall of £680k.  Final figures reported:  

Number Savings Number Savings
Council Tax 
Single Person Discount

Removals: 2,229 £573K Penalties:  610 £42k

SKDC element Removals: 376 £103K Penalties:  206 £14k

Council Tax Reduction
Pilot

Cases:  165 £62k Penalties:  42 £3k

Raising fraud awareness
A county wide press release was issued following the Single Person Discount review 
which demonstrates the commitment of Lincolnshire's local authorities to tackling 
fraud.  The release received good media coverage (it was picked up in the 
Management Journal for local authority business).  

The main focus of awareness campaigns is to improve understanding of fraud issues 
and how concerns can be reported.  This is now supported by eye catching pop up 
displays which are sited in district council reception areas.  The awareness work 
continues to generate referrals to the confidential whistleblowing reporting line 
indicating the communication plan is having a positive effect.

Sharing fraud intelligence and best practice
The Partnership has facilitated closer working where there are known fraud threats – 
fraud information is being shared (eg mandate fraud/potential credit card scams).  
Arrangements are helping to implement effective 'fraud-proofing' actions across all 
Lincolnshire local authorities and enables districts to respond proportionately to 
existing and emerging risks. 

The Partnership is establishing fraud networks with various organisations across the 
UK.  This work is helping develop a greater understanding of fraud risks facing local 
authorities, sharing of best practice and transfer of fraud intelligence across 
Lincolnshire.  

NATIONAL DEVELOPMENTS IN TACKLING PUBLIC SECTOR FRAUD 

Single Fraud Investigation Service (SFIS) 
Linked to the national introduction of Universal Credit the Government has developed 
a SFIS within the DWP to investigate and prosecute social security welfare benefits 
and tax credit fraud. The investigation of housing benefit fraud within South Kesteven 
transferred to SFIS on 1 February 2016. No other areas of fraud will be considered by 
the DWP and therefore the Council is now considering how it will respond to the 
residual non-welfare fraud:

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

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



Page 5 

 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 Strategy
 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.  

National Fraud Initiative
Since 1996 the National Fraud Initiative (NFI) every two years undertake 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 NFI 2016 exercise is in the preparation stage and the results will be reported in 
the 2016-17 Counter Fraud Annual Report.

CIPFA Counter Fraud Centre
The CIPFA Counter Fraud Centre (CCFC) was launched in July 2014, and was 
created to fill the gap following the closure of the National Fraud Authority (NFA) and 
the Audit Commission, and the subsequent transfer of benefit investigations to the 
Single Fraud Investigation Service (SFIS) which is run by the DWP.  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 – further detail below.

Fighting Fraud & Corruption Locally:  The local government counter fraud and 
corruption strategy 2016-19
Fighting Fraud & Corruption Locally replaces Fighting Fraud Locally 2011 which was 
the first counter fraud strategy for local authorities and was hosted by the National 
Fraud Authority (NFA).  Following the abolition of the NFA in 2014 the CCFC were 
asked to take over the secretariat and begin research for the next reiteration of the 
strategy.  This new strategy sets out the approach local authorities should take and the 
main areas of focus over the next three years in order to transform counter fraud and 
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corruption performance, and contains major recommendations for local authorities and 
other stakeholders.  

Their vision is that by 2019:

 There is a culture in which fraud and corruption are unacceptable and everyone 
plays a part in eradicating them

 By better understanding of risk and using technology local authorities will shut the 
door to fraudsters who try to access their systems or services

 Local authorities will have invested in sustainable systems to tackle fraud and 
corruption and will see the results of recovery

 Local authorities will be sharing information more effectively and by using 
advanced data technology will prevent and detect losses

 Fraudsters will be brought to account quickly and efficiently and losses will be 
recovered

CIPFA Fraud and Corruption Tracker
The Fraud and Corruption Tracker replaced the Audit Commission’s Protecting the 
Public Purse Report.  The survey gathered data from across the UK and included local 
authorities, police and crime commissioners, transport authorities, fire and rescue 
authorities, waste authorities and public agencies.

Results from the 2016 survey:

 CIPFA estimates that over £271m worth of fraud has been detected or prevented 
within the public sector in 2015/16

 CIPFA estimates a total of 77,000 cases were investigated in 2015/16 across the 
UK, representing an average value of £3,500 per case

 The highest number of investigations covered council tax fraud (61%) with an 
estimated value loss of £22.4m. The highest value gained from investigations was 
in the area of housing fraud and totalled £148.4m

 The largest area of growth in fraud investigation is in procurement.  Investigations 
in this area went up by five times in the year

 Business rates continue to be an area of concern with right to buy becoming an 
emerging risk, particularly in London

 Respondents reported the number of non-benefit investigators has increased by 
nearly 50% since the previous report

 Local authority respondents noted their largest fraud risk areas as council tax and 
housing procurement

The report recommends the following:

 Public sector organisations should carry out fraud assessments regularly and have 
access to appropriately qualified counter fraud resources to help mitigate the risks 
and effectively counter any fraud activity

 All organisations should undertake an assessment of their current counter fraud 
arrangements

 In line with the Fighting Fraud and Corruption Locally Board suggestion, local 
authorities should examine and devise a standard and common methodology for 
measuring fraud and corruption. Once it has been agreed, local authorities should 
use the measure to estimate levels of fraud and corruption
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 It is as important to prevent fraud that has no direct financial interest, such as data 
manipulation and recruitment, as it is high value fraud

 Organisations should develop joint working arrangements where they can with 
other counter fraud professionals and organisations

 Public bodies should continue to raise fraud awareness in the procurement 
process, not only in the tendering process but also in the contract monitoring 
element

 Authorities should ensure that anti-fraud measures within their own insurance 
claims processes are fit for purpose and that there is a clear route for 
investigations into alleged frauds to be undertaken

Action Plan

The following actions are currently being undertaken:

 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.  Counter fraud elearning is 
planned for December 2016 and this will be a coordinated approach across the 
whole county via the Lincolnshire Counter Fraud Partnership.

 Continue to contribute to the work of the Lincolnshire Counter Fraud Partnership 
and support in the delivery of their action plan

 Undertake a fraud ‘health check’ which will compare current arrangements against 
the Fighting Fraud & Corruption Locally (Local Government Strategy 2016 – 2019) 
and the CIPFA Code on Managing the Risk of Fraud and Corruption). The reviews 
will identify areas for further proactive work internally and externally. 

 Develop a fraud risk register to identify fraud risks
 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 Strategy which is 
regularly reviewed and updated to ensure it is in line with current legislation 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

5. RESOURCE IMPLICATIONS 

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

None


