


 

 

       
 

 

 

 

 

 

 

 

 

 

The Audit Commission’s role is to protect the public purse.  

We do this by appointing auditors to a range of local public bodies in 

England. We set the standards we expect auditors to meet and 

oversee their work. Our aim is to secure high-quality audits at the 

best price possible. 

We use information from auditors and published data to provide 

authoritative, evidence-based analysis. This helps local public 

services to learn from one another and manage the financial 

challenges they face. 

We also compare data across the public sector to identify where 

services could be open to abuse and help organisations fight fraud. 



 

 

 
 

 

 
 

 

 
 

 

 

Contents 


Summary and recommendations .....................................................................4
 

Summary 

Recommendations...

Chapter 1: Introduction .

Chapter 2: Detected fraud against councils and related bodies ...

.........

......

....

................................................................................................4 
 

.................................................................................6 
 

8

..............10
  

Non-benefit frauds ......................................................................................13 
 

Chapter 3: Is fraud declining? ........................................................................17 
 

Changes in investigative capacity............................................

Chapter 4: Housing tenancy and council tax discount fraud ...

Housing tenancy fraud.............................................................

...................18
  

............21 
 

............21 
 

.......

.......

Tenancy Audit.............................................................................................25 
 

Council tax discount....................................................................................26 
 

Chapter 5: Trends and developments in other fraud risks ..........................28
 

Business rates ............................................................................................28 
 

Right to Buy ................................................................................................29 
 

Social care (including direct payments) ......................................................29
  

False insurance claims ...............................................................................31 
 

.31 
.........  Disabled parking concessions (blue badges) ......

Procurement ................

.............................

...............................................................................33 
 

Schools .......................................................................................................33 
 

Internal fraud.............................................................................................

 
 

..34 
 

Economic and third sector ..

Chapter 6: National and local developments in fraud detection and

deterrence...................................................................................................

34

Counter-fraud policy - awareness and implementation .......

Councillors’ role in the fight against fraud.

Deterrence.............

..

.............

.

.....37

.......................................................................

... ..37 
 

....

.

................

.....................................37
 

.................................................................................38 
 

Fighting Fraud Locally ..........

Whistle-blowing.........

......................................................................40
 

..................................................................................41 
 

Audit Commission Protecting the public purse 2013 2 

...........................................................................



 

 

 
 

 

 

 

 

 

 

 

Support to Audited Bodies ..........................................................................42
 

National Fraud Initiative ..............................................................................42
 

Fraud briefings............................................................................................43
 

Other sources of help .................................................................................44
 

Looking ahead..................................................................................................45
 

Appendix 1: Detected frauds and losses by region......................................46
 

Appendix 2: Checklist for councillors and others responsible for 

governance.......................................................................................................48 
 

Appendix 3 - Questions for councillors to support 2013 individual fraud 

briefings 54
 

References.........
  

..........

............................................................................................................

.....................................................................................56 
 

Audit Commission Protecting the public purse 2013 3 







  

 

 
 

 

 

 

 

 

 

 

  

 
 

 

 

 
 

 

 

 
 

 
 

 

Recommendations 

All local government bodies should: 

■	 use our checklist for councillors and others responsible for 
governance (Appendix 2) to review their counter-fraud 
arrangements; and 

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

Councils in particular should: 

■	 Actively promote a vigorous counter-fraud culture (para 110) 
by: 
o	 enforcing robust sanctions for fraud and publicise the action 

taken, to enhance local deterrence (para 115); 
o	 encouraging councillors to play an enhanced role in 

managing the risk of fraud effectively (para 71 & 113); and 
o	 reviewing their own whistle-blowing arrangements in line with 

current best practice and applying the lessons learned from 
the findings of the 2013 Public Concern at Work research on 
whistle-blowing (para 133). 

■	 Develop a clear strategy to tackle fraud by: 
o	 reviewing their own counter-fraud strategies in the context of 

the national Fighting Fraud Locally (FFL) strategy to tackle 
local authority fraud (para 120); and 

o	 reviewing their own arrangements against FFL good practice 
guidance to be issued in 2013 and 2014 about frauds in 
schools, business rates and personal budgets (para 123). 

■	 Work in partnership to reduce fraud by: 
o	 considering how best to maximise the benefit of the 

Prevention of Social Housing Fraud Act, including closer 
partnership working with local housing associations (para 63); 

o	 exploring joint working with other councils, particularly 
smaller councils with limited investigative capacity (para 43); 
and 

o	 realising the benefits of county councils and district councils 
working together to tackle blue badge fraud (disability 
parking) in two-tier areas (para 94). 

■	 Prepare effectively for the introduction of the Single Fraud 
Investigation Service by: 
o	 considering the impact that SFIS will have on their capacity 

to tackle non-benefit frauds (para 45); 
o	 maintaining a capability to investigate non-benefit related 

fraud, proportionate to the risk (para 35); 
o	 working with SFIS to ensure the approach taken to tackling 

benefit fraud continues to reflect local priorities and risks 
(para 46). 
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■ Allocate sufficient resources to tackling fraud by: 
o	 focusing more on detecting and recording non-benefit fraud, 

particularly district councils (para 25); and 
o	 targeting their counter-fraud resources where they will 

produce the most benefit, assessing the risk of harm against 
the measures needed to reduce it (para 18). 

■	 Improve their use of data to measure their performance in 
tackling fraud by: 
o	 challenging their performance in tackling non-benefit frauds, 

in particular against the results achieved by the top 
performing councils (para 25);  

o	 considering whether to apply the National Fraud Authority’s 
(NFA’s) Annual Fraud Indicator methodology to assess the 
local impact of the most financially significant frauds (para 18); 

o	 maximising the benefits of reporting frauds through the 
Action Fraud website (para 146); and 

o	 requesting an individual fraud briefing from their external 
auditor (para 144). 

The Department for Communities and Local Government should consider: 

■	 extending powers for councils to investigate all frauds, to protect 
the public purse (para 49); and 

■	 what arrangements need to be put in place to collect and 
publish data on detected fraud against local public bodies, after 
the closure of the Audit Commission (para 152). 

Action Fraud should provide regular and timely feedback to all local 
government bodies that use the Action Fraud reporting arrangements  
(para 147). 
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Report structure 

5 This report is produced for those responsible for governance in local 
government, particularly councillors. It is intended to help them protect valuable 
and increasingly scarce public resources. It covers these important themes: 

■	 the scale and value of fraud detected by local government 
bodies in 2012/13 (Chapter 2); 

■	 whether fraud is in decline (Chapter 3); 
■	 trends in housing tenancy and council tax discount fraud 

(Chapter 4); 
■	 trends and threats in other significant fraud types (Chapter 5); 

and 
■	 national developments impacting on local government counter-

fraud (Chapter 6). 

6 	 In addition, this report:  
■	 gives details of detected frauds and losses by region (Appendix 1); 
■	 updates our checklist for those responsible for governance 

(Appendix 2); and 
■	 highlights a series of questions to help councillors challenge and 

inform their own organisation’s approach to fighting fraud 
(Appendix 3), designed to be used in conjunction with our 
programme of individual fraud briefings. 
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24 Table 4 shows the average number of non-benefit fraud cases detected in 
2012/13 by those with the highest detection rates for each authority type. 

Table 4:  Levels of detected non-benefit fraud in the top quartile 
of councils 

Council type Proportion of cases 
detected by top 
quartile councils in 

each group  

Average number of 
cases detected by top 
quartile councils in 
each group. 

London boroughs 70% 2,288 

Metropolitan districts 63% 829 

Unitary authorities 88% 734 

District councils  90% 234 

County councils* 76% 37 

All councils 76% 549 

Source: Audit Commission (2013) 

25 All local authorities should compare their own non-benefit fraud figures 
against the average number of cases detected by councils in the top quartile. In 
particular, councils who report little or no non-benefit fraud detection should 
consider whether they have enough investigative capacity, and are using it as 
effectively as possible. 

We recognise that some councils in each local authority type do not provide 
exactly the same services. Thus, the average number of cases detected per 
top quartile will vary slightly, particularly in relation to detected tenancy fraud, 
as not all authorities have the same amount of social housing.  
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Chapter 3: Is fraud declining? 


It is not possible to say whether the decline in detected 

fraud represents lower levels of fraud committed, or less 

detection by councils. In some councils, it may signal the 

effect of reduced investigatory resources. 

29 There has been a 14 per cent decline in the number of detected fraud 

cases in 2012/13, compared with the previous yeari. 

30 The amount of fraud an organisation detects will reflect the range of 
services it provides, the size of the population it serves, and how well it prevents 
and deters fraudsters. But we believe that fraud is endemic and that the level of 
detected fraud is significantly affected by:  

■	 the level of resources councils devote to identifying and 
investigating fraud;  

■	 how effectively they use those resources; and  
■	 how effectively they record fraud. 

31 Organisations that do not look for fraud, or do not look in the correct way, 
will not detect it. Organisations and individuals are often embarrassed to admit 
they have been defrauded. This attitude continues to hinder effective action 
against fraud.  

32 The different priority councils place on detecting fraud leads to substantial 
variation within and between council types. But variation may also be caused by 
changes in capacity, as councils restructure to make savings, or to prepare for 
national changes in counter-fraud arrangements.  

33 One view held by many counter-fraud professionals is that "there is no such 
thing as a small fraud, just a fraud that has been caught early". In other words, 
older frauds will generally be of higher value than newer frauds because they 
have been running for longer.  

34 Thus, where there has been effective action to tackle specific fraud types, 
their average value should reduce over time, other things being equal. For 
example, if the number of frauds detected remains broadly unchanged over 
time, but councils detect them earlier, councils will lose less money. 

35 We have no evidence that councils have substantially improved their fraud 
prevention arrangements. Although most councils say they have maintained 
their levels of investigative capacity in 2012/13, others have reduced it. Councils 
should always seek to maintain a capacity to detect fraud, proportionate to risk.  

i Detected fraud cases are a more reliable indicator of the changes in the 
extent of fraud than changes in values, as single, high-value cases can 
distort trends. 
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first year in which our survey measured changes in capacity, it may be that it is 
too early to point to any relationship. It is possible that there is a ‘time lag’ 
between cutting counter-fraud staff and the amount of fraud they detect. 
Counter-fraud professionals have expressed concern to us that their councils' 
cuts in investigative resources will mean they will detect less fraud.  

41 These reductions, coupled with the major structural changes in counter-
fraud responsibilities (para 45), mean that councils face a significant risk that 
they will be unable to detect fraud as effectively as in past years. The survey 
results for PPP 2014 may provide further insight. 

42 The risk may be particularly acute in councils, notably district councils, that 
have small fraud investigation teams to start with. This may help to explain why 
79 district councils did not report any detected non-benefit fraud in 2012/13. Any 
cuts in a small team could have a disproportionate and adverse effect on their 
ability to detect fraud.  

43 Smaller councils, with limited investigative capacity, may want to explore 
how to work more effectively with other local authorities in their region to 
provide a more effective response to local fraud risks. 

44 As well as changes in investigative capacity, councils also vary in their fraud 
focus. Figure 2 shows that most London boroughs (88 per cent) focus over a 
quarter of their specialist investigators on non-benefit fraud. Other types of 
councils - metropolitan districts (31 per cent), unitary authorities (29 per cent) and 
district councils (18 per cent) - are all less likely to use their investigators in this 
way. 

Figure 2:	 Proportion of councils devoting more than 25 per cent of 
counter-fraud resources to non-benefit fraud 
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Source: Audit Commission (2013) 

45 Benefit fraud is a substantial loss to the national public purse, but has less 
impact on council budgets. The introduction of the SFIS will affect councils' 
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59 The analysis of detected tenancy fraud types in 2012/13 (Table 8) 
reinforces the findings of that initial research. Unlawful sub-letting for profit still 
remains a concern outside London. However councils in non-London regions 
could benefit by adjusting their detection approach to address the types of 
tenancy fraud more likely to be prevalent in their own geographic areas. 

Table 8: Differences in tenancy fraud type between London and all other 
regions 2012/13 and 2011/12 

Year London 

Number of 
fraudulently 
sub-let 
properties 
recovered 

London 

Number of other 
tenancy fraud 
properties 
recovered 

All other 
regions 

Number of 
fraudulently 
sub-let 
properties 
recovered 

All other 
regions 

Number of all 
other tenancy 
fraud properties 
recovered 

2012/13 1147 338 310 847 

2011/12 932 277 273 266 

Source: Audit Commission (2013) 

60 One reason why detection rates have risen across all regions in 2012/13 
may be the increased support available to social housing providers to tackle 
tenancy fraud, in particular the:  

■	 expansion of the Tenancy Fraud Forum (TFF), a free-to-join 
membership organisation that coordinates 15 regional 
partnerships to tackle tenancy fraud; 

■	 freely available guidance and assistance from specialist 
advisors at the Chartered Institute of Housing (formerly known 
as the Making Best Use of Stock team); and  

■	 non-ring fenced government funding for some councils to tackle 
tenancy fraud. 

61 In 2013, the government provided additional non-ring fenced funding of 
£9.5 million over two years, resulting in 49 councils receiving approximately 
£100,000 per year to tackle tenancy fraud. It is important that councils use this 
funding for its intended purpose. 

62 More important than funding is the commitment of councils and partner 
housing associations to take effective action. One of the most notable examples 
is Huntingdonshire District Council (HDC). The Council has no social housing 
stock itself, but still took action. 
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73 The London Borough of Southwark (LBS) has approximately 2,400 
properties occupied by students. In 2012/13, a data matching exercise found 
that 750 student discount claimants had a high fraud risk. Subsequent 
investigations established that 423 of these (56 per cent of the sample, 18 per 
cent of all claimants) had claimed the discount fraudulently. LBS were able to 
increase billing by over £500,000. 

74 Local authorities should consider the size of their local student population 
and the potential financial loss to such fraud, when developing a proportionate 
response to this risk.  

75 Tenancy fraud and council tax discount fraud are two of the biggest areas 
of financial loss to local government. But other frauds also present risks. 
Chapter 5 describes these in more detail.  

Tenancy fraud and council tax discount fraud are two of the biggest areas 
of financial loss to local government 
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88 In previous PPP reports, we have acknowledged the need for councils to 
adopt a balanced approach to protecting public funds, and introduce 
proportionate measures that do not reduce the choice and control that direct 
payments (as part of personal budgets) aim to bring.  

False insurance claims 

89 Councils face insurance claims for many things, including personal injury 
arising from accidents on public footpaths. In 2012/13, the value of fraudulent 
insurance claims against local authorities increased by £1 million to £3 million 
compared to the previous year. However, the number of cases has continued to 
drop over the last three years (Table 11). 

Table 11: Cases and values of insurance fraud between 2009/10 and 
2012/13 

2012/13 2011/12 2010/11 2009/10 

In 2012/13, 
fraudulent 
insurance claim 
costs to councils 
had risen, since the 
previous year, by 

£1million 

Cases (number) 74 132 149 72 

Total value 

(£ million) 

3.0 2.0 3.7 2.9 

Average case 
value (£) 

40,541 15,152 24,832 40,278 

Source: Audit Commission 

90 With an average value of £40,541 per detected case, insurance fraud is a 
risk that continues to warrant attention.  

Disabled parking concessions (blue badges) 

91 The NFA estimates that 20 per cent of all blue badges in circulation are 
abused (Ref. 1). But blue badge fraud does not represent a major financial loss 
to councils, which may explain why detection rates have fallen by 40 per cent in 
2012/13 (Table 12). 

Table 12: Detected disability parking concession (blue badge) fraud cases 
2009/10 to 2012/13 

Year 2012/13 2011/12 2010/11 2009/10 

Number of cases 2,901 4,809 3,007 4,097 

Source: Audit Commission (2013) 

92 The average number of cases of blue badge fraud varies by council type, 
although they are relatively few in number overall (Figure 3). However, despite 
the relatively low financial value of such fraud, the individual harm caused 
should not be forgotten. Fraudulent use of blue badges causes inconvenience 
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and sometimes direct harm by depriving an individual in genuine need and 
genuine entitlement to disabled parking facilities. In addition such frauds reduce 
public confidence in the blue badge system. As councils prioritise their counter-
fraud activities, they should consider the social as well as financial harm of blue 
badge fraud. 

Figure 3:	 Average number of cases of blue badge fraud detected by 
council type 2012/13 
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Source: Audit Commission (2013) 

93 In two-tier areas, county councils have administrative responsibility for 
issuing blue badges and, therefore, reporting such detected frauds. However, it 
is district councils in those county areas that face reduced car parking income 
as a result of the fraudulent abuse of blue badges.  

94 The relatively low level of detected blue badge frauds reported by county 
councils suggests they have little incentive to detect it, to the detriment of 
district councils in their area. District councils may want to explore how best to 
work in partnership with their county council to tackle such fraud. 
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£2.3m of 
fraud committed 
against schools, 

£1.9m 
involved internal 

fraud 

Procurement 

95 In 2012/13, the NFA estimates procurement fraud cost local authorities 
£876 million, making it the single largest area of financial loss to fraud in local 
government (Ref: 1). In 2012/13, the total value of detected procurement fraud 
by local authorities was £1.9 million. This suggests that far greater attention 
should be given to tackling procurement fraud. 

96 Fraud is possible at any stage in the procurement and contracting process. 
In procurement, it can occur because of: 

■	 collusion between staff and bidders to award contracts and specify 
favourable terms and conditions; 

■	 collusion between bidders to agree that they will not bid 
competitively for a particular contract; and 

■	 bidders failing to tender in accordance with contract specifications, 
and then submitting false claims for extra costs under the contract. 

97 Once a contract is in place, fraud can occur where contractors: 
■	 provide goods and services of inferior quality than specified in the 

contract to lower their costs; 
■	 intentionally ignore minimum statutory pay and health and safety 

regulations for financial gain; 
■	 provide inflated performance information to attract greater 

payments than are due; and 
■	 present false invoices. 

98 The London Public Sector Counter-Fraud Partnership has published a good 
practice guide on combating invoicing fraud (Ref. 13). Local government bodies 
can use this tool to help prevent and detect invoicing fraud. 

Schools 

99 Schools can suffer a wide range of frauds. Staff can embezzle money from the 
school accounts, defraud their expenses, commit payroll fraud and alter cheques. 
Externally, schools may be victims of mandate fraud and procurement fraud. 

100 This is the first year in which we have required local authorities to report 
detected frauds against schools in our annual detected fraud and corruption 
survey. It collects data only on maintained schools, as free schools, foundations 
and academies are outside the Commission's remit. 

101 In 2012/13, councils reported 191 cases of fraud in schools, worth £2.3 
million. Of these, 86 cases with a value of £1.9 million involved internal fraud. 
The results suggest that schools may not have the same level of supervisory 
checks and controls as large organisations such as councils and may, 
therefore, face a greater risk of internal fraud. 

102 Once councils have had time to embed data collection arrangements for 
fraud committed against schools, the number of reported detected schools fraud 
may rise. 
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Internal fraud 

103 All organisations face the risk that staff may commit fraud. Table 13 shows 
that, since 2009/10, it has remained a low proportion of all detected fraud (just 
over 1 per cent in 2012/13). But it regularly accounts for a much higher 
proportion of the value of all detected fraud (over 9 per cent in 2012/13). 

Table 13: Cases and value of internal fraud committed by staff in local 
government bodies from 2009/10 to 2012/13 

Financial year Number of cases (and as a 
% of total cases of fraud) 

Value of cases (and as a 
% of total value of fraud) 

2012/13 1,315 (1.2) £16.5m (9.3) 

2011/12 1,459 (1.2) £15.5m (8.7|) 

2010/11 1,581 (1.3) £19.5m (10.0) 

2009/10 1,333 (1.1) £6.6m (4.9) 

Source: Audit Commission (2013) 

104 Internal fraud includes abuse of position and fraud related to payroll, 
pensions and expenses, described in Table 2. It also includes staff frauds in 
other areas such as HB. 

105 Councils have in part responded to reduced funding in recent years by 
cutting staffing levels, flattening management structures and implementing 
changes in internal control arrangements. All these have the potential to 
increase the risk of internal fraud. 

106 Local authorities should ensure that adequate and appropriate internal 
checks and controls have been maintained, proportionate to the level of fraud 
risk. 

Economic and third sector 

107 Economic and third sector fraud involves the false payment of grants, loans 
or financial support by local government bodies to private individuals, 
companies, charities, and non-governmental organisations. Examples include 
grants to landlords for property regeneration, donations to local sports clubs, 
and loans or grants to charities. Such payments will increase as councils 
provide fewer services themselves. 

Audit Commission Protecting the public purse 2013 34 





  

 

 
 

 

 

 

 

 

108 In 2012/13, there were 36 economic and third sector frauds with a value of 
£1.3 million, down from 45 cases worth £1.8 million in 2011/12. Table 14 shows 
the trend in average value of such frauds. Although relatively few cases have 
been reported, the high average value suggests that such fraud is a risk that 
warrants continuing vigilance. 

Table 14: Cases and values economic and third sector fraud between 
2009/10 and 2012/13 

Year 2012/13 2011/12 2010/11 2009/10 

Cases (number) 36 45 51 47 

Total value 

(£ million) 

1.3 1.8 1.3 0.9 

Average case 
value (£) 

35,491 40,000 25,490 19,149 

Source: Audit Commission (2013) 

109 Whatever the local priorities for fighting fraud and the resources available, 
the right culture to detect and deter fraud remains fundamental to effective local 
action. Chapter 6 describes how councils and other local government bodies 
can achieve this, through local leadership and the support of the Audit 
Commission. 
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132 Thus local authorities should obtain assurance that staff: 
■	 are aware of the whistle-blowing arrangements in their 

organisation 
■	 have confidence in the confidentiality of those arrangements; and 
■	 have assurance that any concerns will be addressed 

appropriately. 

133 Councillors should seek assurance that their councils comply with good 
practice in whistle-blowing, and that they provide sufficient resources to 

investigate possible fraud and corruptioni. 

Support to Audited Bodies 

134 In 2013, the influential Fraud Advisory Panel (FAP)ii issued guidance 
encouraging senior management of all organisations to support investment in 
counter-fraud measures (Ref. 17) . 

135 The Audit Commission agrees with the FAP's guidance and this report 
contains two sources of information that can help local government bodies 
direct their investment where it is most needed: 

■	 the counter-fraud checklist in Appendix 2 will help those 
responsible for governance focus on the main issues in their 
organisation; and 

■	 the questions for councillors in Appendix 3 will help them 
challenge how well their council addresses fraud risks in the 
main services their organisation provides. It is intended to be 
used in conjunction with individual fraud briefings.  

136 \The Commission runs the NFI and provides fraud briefings to auditors. 

National Fraud Initiative 

137 The Audit Commission has run the NFI for 17 years. The NFI compares 
data held by 1,300 public sector and 77 private sector organisations. These 
include other regulators in Scotland, Wales and Northern Ireland, as well as 
government departments and other national agencies. The NFI flags up 
inconsistencies in data that may indicate fraud, signalling the need for 
investigation. 

138 The NFI helps participating organisations detect one-off individual frauds or 
error. It helps find patterns in fraud activity that might be missed at a local level, 
for example, where the fraudsters use the same false identities over a large 
geographical area. It helps provide a national picture of fraud and highlights 
some emerging fraud risks. 

Currently, the Audit Commission is a prescribed body under whistle-blowing 
legislation.  

ii A national charity that works across the private, public and voluntary sectors 
to raise awareness of fraud 
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139 Since it started in 1996, the NFI has helped to: 
■	 identify over £1 billion of potential loss to fraud, overpayment or 

error across the UK; 
■	 detect around 15,000 cases of pension overpayments worth 

£450 million; 
■	 identify 100,000 cases of incorrect council tax single person 

discounts totalling £160 million and over £250 million of housing 
benefit overpayments; and 

■	 find nearly 69,000 blue badges and almost 98,000 
concessionary travel passes that have been cancelled as a 
result of NFI data matching.  

140 In 2013, the NFI introduced real-time and flexible matching modules 
alongside the traditional two-yearly national matching exercise. These new 
modules align with the government’s policy of focusing on protecting the UK 
economy from fraud. The NFI now allows a participant to hunt for frauds more 
often and to tailor their search to best suit their needs, for example, by 
undertaking regular data matching to target tenancy fraud in a geographical 
area. 

Fraud briefings 

141 The Commission makes available individually tailored fraud briefings to 
support external auditors' communications with those responsible for 
governance in each council. The briefings contain comparative information on 
each council’s fraud detection results. External auditors may provide these 
briefings on request, and on a confidential basis to ensure that the information 
they contain is not available to fraudsters.  

142 Fraud briefings will: 
■	 be available to the independent external auditor to present to 

councillors and officers with governance responsibilities; 
■	 provide contextual and comparative benchmark data; 
■	 be available to London boroughs, metropolitan districts and 

unitary authorities from December 2013; and 
■	 be available to county councils and district councils in early 

2014. 

143 Each individual fraud briefing has been developed by the Audit 
Commission. They are designed to be used together with the questions for 
councillors in Appendix 3. 

144 Fraud briefings can only be obtained from the external auditor for each 
individual local authority. We encourage all councils to discuss their briefings 
with their external auditor. 

£1billion of 
potential loss 
due to fraud, 
overpayment or 
error detected 
by the NFI since 
it started in 1996 
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Other sources of help 

145 Action Fraudi is the national reporting centre for fraud and internet crime. 
As a central point of contact for information, Action Fraud is able to link 
seemingly unrelated crime from around the country and identify organised 
criminal networks. All information provided to Action Fraud may prove to be of 
value and contributes to the national fight against fraud. 

146 Through the analysis of these fraud reports, information packages are 
produced for police forces and other agencies to investigate. From early 2013, 
local authorities have been able to report fraud directly to Action Fraud rather 
than local police forces. Councils should use Action Fraud reporting facilities. 

147 In turn, Action Fraud should provide timely feedback to all local authorities 
who report frauds to them, to develop greater confidence in the reporting 
mechanism and encourage wider participation. 

148 Another example is Operation Sterlingii (Ref. 18) the Metropolitan Police 
initiative to tackle economic crime. Public organisations can access the website 
for good practice guidance and fraud alerts that notify possible risks of types or 
patterns of fraud. Although focused on London fraud threats, the alerts and 
guidance also apply to non-London councils. 

149 Councils can also access fraud intelligence through membership of the 
National Anti-Fraud Network (NAFN), which provides fraud warning bulletins 
and other counter-fraud focused services to member bodies. 

i See website: http://www.actionfraud.police.uk/ 
ii See website: http://content.met.police.uk/Site/alerts 
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Appendix 1: Detected frauds and losses by
region 

This Appendix contains more data on detected fraud in regions 

Table 15: Reported value and number of detected frauds in 2012/13 by 
region compared to regional spend by councils  

Region Regional spend 
as % of total 
spend 

Value of 
regional 
detected frauds 
as % of total 

Number of 
regional cases 
of detected 
fraud as % of 
total 

East Midlands 7.6 5.2 7.8 

East of England 9.7 9.3 10.6 

London 21.2 34.8 27.7 

North East 5.3 3.9 7.1 

North West 13.6 11.0 8.7 

South East 14.2 13.2 10.7 

South West 8.7 7.0 8.2 

West Midlands 10.1 8.7 10.2 

Yorkshire and 9.7 6.9 9.0 
the Humber 

Total 100.0 100.0 100.0 

Source: Audit Commission (2013) 
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Appendix 2: Checklist for councillors and others 
responsible for governance 

General Yes No 

● ●1. Do we have a zero tolerance policy towards fraud? 

Previous action 

2013 Update 

2. Do we have the right approach, and effective counter-fraud 
strategies, policies and plans? Have we aligned our strategy with 
Fighting Fraud Locally? ● ●
 Previous action 

2013 Update 

● ●3. Do we have dedicated counter-fraud staff? 

Previous action 

2013 Update 

● ●4. Do counter-fraud staff review all the work of our organisation? 

Previous action 

2013 Update 

5. Does a councillor have portfolio responsibility for fighting fraud 
across the council? ● ● 
Previous action 

2013 Update 

6. Do we receive regular reports on how well we are tackling fraud 
risks, carrying out plans and delivering outcomes? ● ● 
Previous action 

2013 Update 

7. Have we assessed our management of counter-fraud work against 
good practice? ● ● 
Previous action 

2013 Update 
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General Yes No 

8. Do we raise awareness of fraud risks with: 

■ new staff (including agency staff); ● ● 
■ existing staff; ● ● 

● ● 
● ● 

■ elected members; and 

■ our contractors? 

Previous action 

2013 Update 

● ●
9. Do we work well with national, regional and local networks and 
partnerships to ensure we know about current fraud risks and issues? 

Previous action 

2013 Update 

● ●
10. Do we work well with other organisations to ensure we effectively 
share knowledge and data about fraud and fraudsters? 

Previous action 

2013 Update 

● ●
11. Do we identify areas where our internal controls may not be 
performing as well as intended? How quickly do we then take action? 

Previous action 

2013 Update 

● ● 
12. Do we maximise the benefit of our participation in the Audit 
Commission National Fraud Initiative and receive reports on our 
outcomes? 

Previous action 

2013 Update 

● ●
13. Do we have arrangements in place that encourage our staff to raise 
their concerns about money laundering? 

Previous action 

2013 Update 
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General Yes No 

14. Do we have effective arrangements for: 

■ reporting fraud?; and ● ● 
■ recording fraud? ● ● 

Previous action 

2013 Update 

15. Do we have effective whistle-blowing arrangements? In particular 
are staff: 

■ aware of our whistle-blowing arrangements? ● ● 
■ have confidence in the confidentiality of those 

arrangements? ● ● 
■ confident that any concerns raised will be addressed? ● ● 

Previous action 

2013 Update 

16. Do we have effective fidelity insurance arrangements? ● ● 
Previous action 

2013 Update 

Fighting fraud with reduced resources No No 

17. Have we reassessed our fraud risks since the change in the 
financial climate? ● ● 
Previous action 

2013 Update 

18. Have we amended our counter-fraud action plan as a result? ● ● 
Previous action 

2013 Update 

19. Have we reallocated staff as a result? ● ● 
Previous action 

2013 Update 
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Current risks and issues Yes No 

Housing tenancy 

● ●
20. Do we take proper action to ensure that we only allocate social 
housing to those who are eligible? 

Previous action 

2013 Update 

● ●
21. Do we take proper action to ensure that social housing is occupied 
by those to whom it is allocated? 

Previous action 

2013 Update 

Procurement 

● ●
22. Are we satisfied our procurement controls are working as 
intended? 

Previous action 

2013 Update 

● ● 
23. Have we reviewed our contract letting procedures since the 
investigations by the Office of Fair Trading into cartels, and compared 
them with best practice? 

Previous action 

2013 Update 

Recruitment 

24. Are we satisfied our recruitment procedures: 

● ●■ prevent us employing people working under false 
identities; 

■ confirm employment references effectively; ● ● 
■ ensure applicants are eligible to work in the UK; and ● ● 
■ require agencies supplying us with staff to undertake 

the checks that we require? ● ● 
Previous action 

2013 Update 

Audit Commission Protecting the public purse 2013 51 



  

 

 
 

 

  

  

  

  

   
   

  

  

  

  

  

  

  

   

 
  

   

   

  

  

Current risks and issues Yes No 

Personal budgets 

● ● 

25. Where we are expanding the use of personal budgets for adult 
social care, in particular direct payments, have we introduced proper 
safeguarding proportionate to risk and in line with recommended good 
practice? 

Previous action 

2013 Update 

26. Have we updated our whistle-blowing arrangements, for both staff 
and citizens, so that they may raise concerns about the financial abuse 
of personal budgets? 

Previous action 

2013 Update 

Council tax discount 

● ●
27. Do we take proper action to ensure that we only award discounts 
and allowances to those who are eligible? 

Previous action 

2013 Update 

Housing benefit 

28. When we tackle housing benefit fraud do we make full use of: 

● ●■ National Fraud Initiative; 

■ Department for Work and Pensions Housing Benefit 
matching service; ● ● 

■ internal data matching; and ● ● 
■ private sector data matching? ● ● 

Previous action 

2013 Update 
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Emerging fraud risks Yes No 

29. Do we have appropriate and proportionate defences against 
emerging fraud risks: 

■ business rates; ● ● 
■ Right to Buy; ● ● 
■ Social Fund and Local Welfare Assistance; 

■ council tax reduction; 

■ schools; and 

● ● 
● ● 
● ● 

■ grants? ● ● 
Previous action 

2013 Update 

Source: Audit Commission (2013) 
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Appendix 3 - Questions for councillors to support
2013 individual fraud briefings 

These questions are designed to be used in conjunction 

with individual fraud briefings for local authorities. 

Together, they will help councillors do more to improve 

public confidence in their council's efforts to tackle fraud 

in a range of areas. 

Tenancy fraud 

■	 Has my organisation attempted to quantify the scale of tenancy 
fraud that our housing stock is subject to (at least 4 per cent in 
London, 2 per cent outside London)? 

■	 Does my organisation have a strategic plan to tackle tenancy fraud? 
■	 Does my organisation have any dedicated investigative 

resources specifically allocated to tackling tenancy fraud? 
■	 Are the resources dedicated to tackling tenancy fraud 

proportionate to the scale of the problem? 
■	 Did my organisation receive any non-ring fenced government 

funding, for 2013 and 2014, to tackle tenancy fraud? 
■	 If yes, has all that funding been allocated to tackle tenancy fraud? 
■	 If yes, have my organisation engaged with local housing 

associations to maximise the benefit of such funding for the 
community? 

■	 Is my organisation a member of Tenancy Fraud Forum, 
including any regional forum group? 

■	 Does my organisation maximise the benefits of participating in 
data matching, such as the National Fraud Initiative, to identify 
tenancy frauds? 

■	 What assurances are there that any tenancy audits undertaken 
are robust, specifically intended to identify tenancy frauds and 
follow recognised best practice? 

■	 Has my organisation considered the Prevention of Social 
Housing Act, including the scope for greater partnership with 
housing associations? 

Council tax discount 

■	 How effectively does my organisation use data matching 
activities to tackle council tax discount fraud, including the 
National Fraud Initiative? 
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■	 How well does my organisation use all forms of sanction and 
punishment, including penalties, criminal action and targeting 
previous years’ fraudulently obtained discounts? 

■	 Is my organisations policy on applying sanctions to deter council 
tax discount fraud effective? 

Right to Buy 

■	 Does my organisation review all applications for Right to Buy 
discounts? 

Housing benefit fraud 

■	 Has my organisation considered the impact of Single Fraud 
Investigation Service (SFIS) implementation from April 2014, on 
capacity to investigate non-benefit fraud? 

■	 Has my organisation considered how best to work with SFIS to 
ensure local priorities and risks continue to be reflected in local 
activities to tackle benefit fraud? 

Council tax reduction 

■	 Does my council have a strategy to tackle Council tax reduction 
fraud? 

■	 How well does this strategy combine proactive and reactive 
approaches to tackling fraud? 

Social care 

■	 How effective is my council’s fraud awareness training for all 
staff working in social care (including those working for 
contracted providers), to identify suspected social care fraud? 

■	 How good are my council’s whistle-blowing arrangements for all 
staff working in social care? 

Business rates fraud 

■	 How effective is my council in maximising its income by tackling 
business rates fraud? 

Blue badge fraud (disability parking concessions) 

■	 How effectively does my council take action to tackle abuse of 
blue badge and other parking concessions? 

Preventing other frauds 

■	 How confident am I that staff in my council are aware of the 
risks of other high value, low frequency frauds and routinely 
apply all necessary controls to ensure that they do not occur? 

Deterrence 

■	 How effectively does my council detect fraud?  
■	 How appropriate are the punishments we apply for fraud? 
■	 How well does my council publicise its success in detecting 

fraud? 
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