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COUNTER FRAUD ACTIVITY 

 
Purpose of Report 

This report details how the Investigation team within ARP can utilise skills and resources 
to assist the host authorities in ensuring that they are adequately protected against fraud 
and abuse.  

The current financial climate suggests that the Joint Committee members should be 
aware of the ongoing Counter Fraud activity being undertaken to both safeguard the tax 
payer and lead into the Government’s stated programme of Welfare Reform. 

 
Recommendations 
 

To note the content of this report and to consider the wider future approach to Counter 
Fraud Activity  

 
Local Government Fraud Strategy 
 

In April 2012 the Home Office, via the National Fraud Authority (NFA), published the 
Local Government Fraud Strategy to meet a recommendation made in Fighting Fraud 
Together (2011), the national plan to reduce fraud. Over 400 individuals from a wide 
range of council and local government bodies were consulted. 
 
Every local authority is being encouraged to implement the recommendations (referred 
to as ‘commitments’ – see section 4) to help identify and address their own levels of 
fraud.  
 
The document calls for local authorities to adopt a tougher approach to tackle fraud, 
organised around the three themes of Acknowledge, Prevent and Pursue. 

 



 

Fraud Losses  
 
The Strategy suggests that each Council should acknowledge that it is subject to 
fraudulent action and therefore there are opportunities for savings if cost-effective anti-
fraud measures are taken.  The NFA have estimated the Council’s level of fraud based 
on  
a. statistics submitted to, and published on the website of the Dept of Communities & 
Local Government.  
b. An indicative estimate of losses as contained in the Audit Commissions “Protecting 
the Public Purse 2011” report, and the NFA “Annual Fraud Indicator 2011” report.  
 
The resulting figures for each of the host authorities are included at Appendix A.  
 
Single Fraud Investigation Service 
 
As has previously been reported, there is limited detail known about the structure of the 
intended Single Fraud Investigation Service. Pilot sites are due to be implemented in Oct 
2012. It was previously stated that these would commence earlier and would be 
concluded and evaluated in time for the implementation of SFIS in April 2013, at which 
time Local Authority benefit fraud investigations would continue but would be under the 
guidance and policies of DWP. As there have been ongoing delays which have resulted 
in the pilots commencing behind schedule, it is likely that the implementation of SFIS will 
be delayed beyond Apr 2013.  
 
Whenever SFIS is implemented, it is known that investigations will continue in a very 
similar manner to that as currently undertaken. It is also known that SFIS will have no 
remit for investigation of any areas outside of Welfare benefit fraud. Offences relating to 
Localised Council Tax Support of National Non-Domestic Rates will not be within the 
remit of SFIS and will remain the sole responsibility of Local Authorities.  
 
As a result, Local Authorities are now in a position where they need to consider how 
they will approach investigation into alleged irregularities within LCTS and NNDR. A 
fundamental factor is that all enquiries relating to these differing benefits or exemptions 
will be similar and linked. An enquiry made to identify facts or true circumstances and to 
obtain evidence will involve similar enquiries regardless of which benefit, discount or 
exemption the alleged irregularity relates to.  
 
Appendix C gives an overview of the offences included relating to Localised Council Tax 
Support and the options available to the host authorities in preventing and deterring 
fraud against LCTS.   
 
Tenancy Fraud  
 
As has been noted above, enquiries made regarding one alleged offence can be very 
similar to those required relating to other offences. Alleged cases of Tenancy Fraud are 
a good example of cases where similar enquiries and evidence obtained can be utilised 
to prove facts relating to multiple irregularities. Appendix B gives details of two cases 
that demonstrate the use of evidence obtained in an investigation that can also be used 
to counter tenancy fraud for the same customer. One example given is an ongoing case, 
in which the evidence obtained will be used in the Benefit Fraud Investigation but the 
same documentation and evidence could be used as sufficient evidence to prove 
Tenancy Fraud. This demonstrates that there is no requirement for additional enquiries, 
in many cases or scenarios, the evidence obtained can be used in all related matters.  
 
 
 
 



 
Proceeds of Crime Act 2002 
 
This legislation is designed to enable organisations to strip criminals of the proceeds of 
their criminal activity. Fraud is predominantly an acquisitive crime. Whether that be by 
way of actual receipt of monetary gains or by way of receiving a discount or exemption 
which reduces a liability or debt. In any event, a Financial Investigation alongside a 
criminal investigation can facilitate the confiscation of ill gotten gains from the 
perpetrator, by the Courts, resulting in those financial gains being paid to the treasury 
and prosecuting authority. This is a further method for recovery of losses on behalf of the 
host authorities.  
 
Payroll Fraud 
 
Any employee can perpetrate fraud against their employer. Responsibility is often 
delegated down to employees to ensure the smooth running of finances and service 
delivery. This transference of responsibility brings about its own inherent fraud risks.  
 
Types of employee fraud are wide-ranging and can include misuse of time and 
resources, fraudulent claims for allowances and expenses, failure to register or declare 
conflict of interests or the acceptance of gifts and hospitality, as well as the manipulation 
of finance and payroll systems. It also includes staff pre-employment fraud, where false 
information is given in order to gain employment.  
 
Whilst cases of fraud are identified, mainly through whistle blowing, one of the strongest 
defences against employee fraud is maintaining clear controls and separation of duties. 
The National Fraud Authority recommends the fraud proofing of new or amended 
policies, systems and delivery models so that fraud risks can be designed out at the 
earliest opportunity. However there is a clear balance to be struck between the cost of 
controls and the potential savings.  
 
Summary 
 
ARP has a team dedicated to the investigation of allegations of irregularity. This team 
have a specific skillset and necessary qualifications to enable the appropriate enquiries 
to be undertaken lawfully and with the necessary due diligence. This document has 
demonstrated that these skills can be utilised to enable the host authorities to adopt a 
proactive approach to countering fraud against the public purse and also to recover the 
proceeds of ill gotten gains. This is an opportunity for ARP to embrace the changes 
within the investigation of Welfare benefits and also utilise the existing skillset to meet 
the challenges facing Local Authorities in reducing expenditure and protecting the public 
purse against fraud and irregularity.  
 
Joint working and sharing intelligence and evidence across departments and disciplines 
would also assist the host Authorities in meeting the aims and objectives of the NFA 
Fighting Fraud Locally strategy. This would enable the authorities to demonstrate a firm 
stance against fraud in any form and also assist them in protecting their individual 
finances and fraud in general against the public purse.  
 
 
 
Lead Contact Officer: 
Name/Post Lucy Burt Fraud and Visits Team Manager 
Telephone: 01842 756451 
Email: lucy.burt@angliarevenues.gov.uk 

 



Appendix A  
 
Fraud Loss Profile – National Fraud Authority 
 

Breckland 
     Lower Estimate   Upper Estimate 
 
Council Tax Fraud   £290,000    £490,000 
Procurement Fraud   £230,000    £380,000 
Payroll Fraud    £10,000    £20,000 
 
TOTAL ESTIMATED FRAUD  £530,000    £890,000 

 

East Cambridgeshire 
     Lower Estimate   Upper Estimate 
 
Council Tax Fraud   £160,000    £260,000 
Procurement Fraud   £110,000    £180,000 
Payroll Fraud    £10,000    £20,000 
 
TOTAL ESTIMATED FRAUD  £280,000    £460,000 

 

Forest Heath 
     Lower Estimate   Upper Estimate 
 
Council Tax Fraud   £320,000    £540,000 
Procurement Fraud   £90,000    £150,000 
Payroll Fraud    £10,000    £20,000 
 
TOTAL ESTIMATED FRAUD  £420,000    £710,000 

 

St Edmundsbury 
     Lower Estimate   Upper Estimate 
 
Council Tax Fraud   £220,000    £370,000 
Procurement Fraud   £320,000    £530,000 
Payroll Fraud    £20,000    £30,000 
 
TOTAL ESTIMATED FRAUD  £560,000    £930,000 

 
As each of the host authorities no longer holds housing stock, there are no direct figures 
relating to fraud against housing stock. However figures published by the National Fraud 
Authority show that Tenancy Fraud against authorities with no housing stock costs an 
average of £18,000 per case. This is on the basis of the cost associated with dealing with 
homelessness, temporary accommodation and identifying suitable accommodation.  
  
 
ARP Achievements 2011-2012 
 
During 2011-2012, the Fraud Team within ARP identified a total in excess of £430,000 in 
overpaid Housing and Council Tax benefit in cases that resulted in sanction.   
  



Appendix B  
 
ARP live cases that have identified evidence which could be used to prove multiple 
frauds against the LA, in addition to the benefit fraud offences.  
 
Case 1.  
Mr B is alleged to have not been resident at the claim address for at least three years (named 
informant is a neighbour). It is alleged that he visits the address twice a week for approximately 1 hour 
each time. This is to keep the property looking as if it is ‘lived in’. Mr B actually lives in an alternative 
address with his partner. It is alleged that in three years he has not spent one night at the address. 
 
This case was investigated back in 2006 which resulted in a visit during which Mr B maintained that 
he lived at the claim address but stayed some of the time at an alternative address. He admitted that 
he did not want to give up his tenancy on the property as he wished to maintain a base of his own. It 
is believed that Mr B has not been resident at the address for a number of years but is using it as a 
‘bolthole’.  
 
The details above demonstrate clearly that in cases such as this, in order to prove that there is no 
benefit entitlement; evidence must be obtained to prove that Mr B is not resident at the claim address. 
The same evidence would be required to prove tenancy fraud, again in the form that Mr B is not 
resident at his property, therefore breaching the terms of his tenancy.  
 
In proving both elements as above there is a potential saving to the public purse in the form of 
avoiding paying benefit that the customer is not entitled to. There is also the additional saving of 
recovering  a property from a Social Landlord, thus enabling a customer with a genuine need to Social 
housing to be accommodated, potentially reducing the burden on temporary accommodation or 
customers in a more expensive privately rented accommodation.  
 
Case 2. 
 
An investigation was undertaken as it was alleged that a customer was in receipt of Housing and 
Council Tax benefit but had failed to declare that her mother was resident with her. Enquiries were 
made which revealed sufficient evidence to interview the customer. That interview revealed that she 
had declared that her mother was living with her, in order to assist her mother in obtaining social 
housing of her own. She admitted that the information she had provided was false. As a result, it was 
identified that on this occasion, the benefit claim was correct but the housing application was 
fraudulent. As a result of joint working with the housing team, the customer was dealt with by way of 
Local Authority official caution by the Fraud team on behalf of the housing team. The customer’s 
housing application was also reviewed and she resubmitted a revised application on the basis of her 
true circumstances.  
 
This again demonstrates that the same enquiries can be utilised across multiple disciplines within the 
host authorities to ensure a unified and consistent approach and effective use of intelligence and 
evidence.  
 
Case in other areas;  
 
Woman jailed for false housing application;  

A woman has been jailed for eight months for failing to declare she owned a home when she applied 
for social housing. An investigation found that Ms L had not declared a property was registered in her 
name, that she paid the mortgage and that she rented the property out. Ms L was offered a home 
owned by housing association Family Mosaic. She was found guilty of two charges under the Fraud 
Act and a further charge under the Forgery and Counterfeiting Act. 



Appendix C 
 
Localised Council Tax Support – draft regulations and offences 
 
Offences 
Regulations may also be made under new section 14B of the LGFA 1992 to introduce a 
number of offences equivalent to those that currently exist in relation to claims for council tax 
benefit and other benefits to ensure that they will apply in similar circumstances relating to 
claims for a council tax reduction. 
 
DCLG are considering the offences to recreate in regulations and are seeking to ensure we 
only recreate those offences that are necessary and proportionate and we will not 
unnecessarily replicate existing offences. The offences that currently apply in relation to 
council tax benefit that we are considering replicating are as follows. 
 
The first is for offences relating to the intentional delay or obstruction of an authorised officer 
from gaining access to the information which they have a power to require or for refusing or 
neglecting to answer questions or furnish information where required to do so under the 
regulations. These are required to enable authorities to tackle deliberate obstruction to 
gaining access to information that may identify fraud and enable them to take the 
appropriate action. 
These offences are set out in section 111 of the SSAA 1992. 
Equivalent offences may be provided for in regulations under new section 14B (1) (a), (9) 
and (10) (a). If such an offence is recreated we intend to keep the penalty which will apply 
where such an offence is committed in line with that provided for under section 111 and the 
maximum penalty will therefore be a fine not exceeding level 3 on the standard scale. 
 
The second is for offences relating to dishonest representations for obtaining council tax 
benefit. In particular, this allows an authority to prosecute someone where they can prove 
that they dishonestly made a false statement, with a view to obtaining council tax benefit. 
 
This offence is currently set out in section 111A of the SSAA 1992 and an equivalent offence 
in relation to council tax reduction schemes may be provided for in regulations using powers 
under new section 14B (1) (9) and 10(b) of the Local Government Finance Act 1992. 
 
If such an offence is re-created, the penalty for committing such an offence shall remain the 
same as it is at present for benefit fraud with a maximum punishment of no more than 6 
months in prison in the case of summary conviction or 7 years or a fine or both in the case of 
conviction on indictment. 
 
The third is offences relating to false representations for obtaining council tax benefit. In 
particular, these allow an authority to prosecute someone where they can prove that they 
made a statement they knew to be false, the purpose of which was to obtain council tax 
benefit. 
Equivalent offences may be needed to those that currently exist in relation to council tax 
benefit fraud in order to provide a proportionate punishment. 
 
The existing offences are currently set out under section 112 of the SSAA 1992. Equivalent 
offences may be created in relation to council tax reduction schemes in regulations made 
under new section 14B (1) (d), (9) and (10) (c) of the LGFA 1992. 
 
If equivalent offences are created, the penalty for this shall remain the same it is at present 
for benefit fraud with a maximum punishment of no more than 3 months in prison or a fine 
not exceeding level 5 on the summary scale. 
 
DCLG will look at introducing in regulations equivalent rules in relation to legal proceedings 
that local authorities need to take into account. These will ensure that any proceedings are 
dealt with in the same way as other benefit fraud. For instance, we plan to set time limits on 
proceedings. 



These rules will be the similar to those for proceedings brought in relation to current benefit 
fraud as set out in section 116 of the SSAA 1992. 
 
 
Penalties 
 
Regulations can be made under new section 14C of the LGFA 1992 to introduce a number 
of penalties equivalent to those that currently may be imposed in relation to claims for 
council tax benefit. 
 
Local authorities may currently impose penalties under Schedule 3 to the LGFA 1992. For 
instance, in certain circumstances, a local authority may fine individuals where they have 
received their council tax bill and fail to tell the council that they are not entitled to a discount 
which has been assumed in that bill. The intention is that the same will apply in relation to 
reductions granted under the new council tax reduction schemes. 
 
The penalties we are looking to introduce will be similar to penalties currently available under 
the SSAA 1992 in relation to Council Tax Benefit and will work alongside and not replicate 
Local Government Finance Act penalties. 
 
DCLG are considering in certain circumstances, introducing penalties that may be imposed 
as an alternative to prosecution. These may currently be imposed in cases where, for 
instance, a person fraudulently omits to supply information that leads to them receiving 
benefit they are not entitled to or to cases where an employer facilitates the commission of a 
benefit offence by an employee. In such circumstances, a local authority may offer a fine as 
an alternative to bringing criminal 
proceedings.  
 
If introduced, these penalties would be equivalent to those under sections 115A and 115B of 
the SSAA 1992. 
 
DCLG are also considering introducing powers for local authorities to impose civil penalties 
for incorrect statements and failures to disclose information resulting in a person being given 
a greater reduction in council tax than that to which they are entitled. These currently exist in 
relation to social security benefits and were introduced by section 116 of the Welfare Reform 
Act 2012. We intend to ensure that local authorities have the same ability in relation to 
council tax reduction 
schemes. 
 
If introduced, these penalties would be equivalent to those that may be imposed under 
sections 115C and 115D of the SSAA 1992. 
 


