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Introduction

This is the Council’s eighth Anti-Fraud and Corruption Annual Report.  This report documents the Council’s activities in relation to fraud issues for the period April 2015 to March 2016.  It has been designed to achieve the following objectives:

· To demonstrate to the Public, Members, our staff and our partners the progress we have made during the year in developing an anti-fraud culture; 
· to publicise the actions we have taken when fraud or misconduct has been identified; and 
· to comply with paragraph 43 of the Local Government Transparency Code 2014 which requires Councils to publicise defined information about fraud.
Our framework to combat fraud, corruption and misappropriation was approved by Cabinet in March 2015. The framework follows national guidance as laid out in the document “Fighting Fraud Locally”, and is based upon three key principles
· Acknowledging and understanding fraud risks 

· Preventing and detecting fraud

· Pursue - Being stronger in punishing fraud and recovering losses

The framework provides details of the ways in which these themes will be developed and executed to embed the anti-fraud culture as part of the good governance of the Council.  This report reviews the work which has been carried out by the Council in each of them.
Acknowledging and understanding fraud risks
No local authority is immune from fraud. Acknowledging this fact is the most important part in developing an appropriate and effective anti-fraud response. Recognising fraud must also incorporate a thorough understanding and knowledge about what the fraud problem is, where it is likely to occur, and the scale of potential losses.

During 2015/16, work completed to acknowledge and understand fraud risks, included:
· implementing the Council’s Anti-Fraud and Corruption Strategy, taking into account, the requirements of CIPFA’s proposed voluntary counter fraud code and other developments such as the transfer of the responsibility for housing benefit fraud investigation to the Department of Work and Pensions (DWP) which was completed in November 2015;

· carrying  out a self- assessment against the counter fraud code, which concluded that the Council has effective arrangements and complies with the code’s requirements ; 

· implementing the Council’s fraud response plan; 

· introducing  and promoting  an updated Whistleblowing Policy; ;

· the continued use of an e-learning tool for Members and staff to help increase their understanding of fraud risks and their role they can play in promoting an anti-fraud and corruption culture;  and
· including fraud in a course for managers covering aspects of governance, risk and value for money; and
Preventing and detecting fraud
While enforcement work is a crucial strand of any counter fraud strategy, the most efficient way to tackle fraud is preventing it from happening in the first place. Prevention extends beyond making sure that there are appropriate system and process controls in place. It depends on the development of an effective anti-fraud culture that reinforces a zero tolerance and deters criminals from committing fraud in the first place. It also involves greater use of data and analytical software to prevent fraudulent activity. Fraud prevention is closely linked to the early recognition of fraud, clear reporting processes and access to a whistle blowing helpline.
The protection of assets in one of the five key items of an effective control environment, and thus plays a critical role in the work of internal audit. When determining the annual  audit plan the audit team consider those areas at risk of fraud and ensure that sufficient coverage is given to  the identification and testing of anti – fraud controls within those services at risk of fraud in order to assess their effectiveness and where appropriate recommend improvements.

The Internal Audit Team collectively has 0.5 FTE dedicated to fraud investigation and proactive work, at  an approximate cost of £27,000.  Two team members have fraud investigation qualifications.

From November 2015, responsibility for Housing Benefit fraud investigation transferred to the Department for Work and Pensions (DWP). The Council has taken the opportunity to retain a shared small team of investigators (2 investigators and a manager) as part of its shared service arrangements with North Lincolnshire Council and this team now directly reports to the Head of Audit Assurance. The total projected contribution  from NELC is around £70,000.
The team’s remit will continue to include investigation of Council Tax Support fraud, but will develop to include other forms of fraud perpetuated against the Council.  
During 2015/16, work to prevent and detect fraud included the following:
· 14 investigations were carried out by multidisciplinary teams including Internal Audit, the benefit fraud team and Human Resources, of which four were on-going as at 31st March 2016,(including one of which was being investigated by the NHS).  It should be noted that not all of these investigations were into allegations of fraud, a number of cases investigated related to non-compliance with Council Procedures, either internally or externally.  The outcome of one case has led to a policy regarding Blue Badge enforcement being drafted by the Council. Two employees have been dismissed for misconduct, although it should be noted that Internal Audit had a relatively a small role  within this wider investigation.  In seven cases there was either no case to answer or insufficient evidence to pursue the investigation further;  
· reviews by Internal Audit of areas that are most susceptible to potential fraud including hospitality and subsistence payments, use of the corporate credit cards and use of telephone records. This work did not identify fraudulent activity but has been used to identify areas of control weakness for further review.
· contributing  to the Audit Commission’s National Fraud Initiative (NFI), an 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. The Benefit Fraud Team, Human Resources and Finance have been reviewing this information throughout the year.

· identifying, approximately £40,000 in overpayments through the 2015-2017 National Fraud Initiative  with other organisations such as DWP also reclaiming overpayments as a consequence of this;  
· leading work to develop a policy and set of procedures to enable the Council to enforce the Disabled Persons Blue Badge scheme, including where necessary the use of criminal sanctions for those who abuse the scheme. 

· with the responsibility for Housing Benefit fraud moving to the DWP and consequently the cessation of joint working on benefit fraud investigations, maintaining a close working relationship with the DWP  to explore other areas that the Council and it  can work together to protect public funds, This approach has already identified a potential joint working opportunity in relation to Adult Social Care payments and social security benefits in North Lincolnshire. 
· to the 2nd November 2015, completing 168 investigations of which 101 had resulted in fraud or error being identified. Approximately 80 further ongoing investigations were transferred to DWP. 
· preparing the first case of Single Adult Discount fraud on Council Tax liability for prosecution and receiving the first allegation of blue badge abuse for investigation.
· procuring (via DCLG funding bid) a ‘data hub’ package of software to enable both in house and cross unitary authority (NELC, NLC, HCC & ERYC) of datasets to detect potential fraud; and. 
· working with colleagues in the National Health Service to identify and investigate potential misuse of direct payments. ; 
Fraud Survey
In January and February 2016, Internal Audit facilitated a Fraud Survey which was circulated to Managers Network.  33 officers completed the survey, a summary of the key findings from the survey are shown on Appendix 1. 
The results were largely positive but it did identify a number of awareness issues that will need to be considered in 2016/17:
· The relatively low response to the survey by managers 

· A  significant  minority of managers were not aware of key anti-fraud policies

· A significant  minority of managers were not aware of  the Council’s register of interests 

Pursue- Being stronger in punishing fraud and recovering losses

Enforcement covers the investigation, punishment and recovery of assets and funds. Punishing fraudsters acts as a powerful deterrent. Where fraud is discovered the full range of sanctions will be deployed by the Council, including civil, disciplinary and criminal action. 
During 2015/16, enforcement action has included:

· investigation of Housing Benefit fraud and Council Tax Reduction Scheme fraud resulting in the successful prosecution of 29 individuals (including 14 joint prosecutions with the DWP) up to the 2nd November 2015;  

· additionally, a further 12 individuals were offered and accepted either an Administrative Penalty or a Simple Caution as an alternative to prosecution;

· uncovering £236,283.10 of overpaid benefit (including DWP benefits) from the 41 investigations  referred to  above;  

· benefit fraud investigation also uncovering a further £320,133.23 of overpaid benefits (including benefits administered by DWP) where no prosecution or sanction was sought up to 2nd November 2015.  Action is taken in all cases to recover these losses, either through deductions from benefit, or through the Councils debt recovery strategy; and
· initial investigations into Council Tax discount fraud identifying 13 cases of fraud or error from 23 completed investigations, resulting in liabilities being increased by a total of £3,888.19 (to 9th March 2016). Investigations have also increased past Council Tax liabilities by a total of £18,149.64.
Future Developments

The updated fraud strategy lays out how the Council will continue to develop its approach to anti-fraud and corruption in future years.  Key actions identified include:

· Developing a work plan  to support the objectives contained in the strategy. 
· Taking account of  CIPFA’s update of the  “Fighting Fraud Locally” strategy  issued in 2016 when developing the 2016/17 work plan
· Completion of the initial risk assessments as these will prioritise the focus of anti-fraud work in 2016/17.
· Working with those areas of highest risk from these assessments to develop effective anti-fraud measures.
· Ensuring that all staff are aware of their role in ensuring that the Council has a robust approach to countering fraud and corruption via induction and regular communication. 
· Delivering   the  single corporate fraud resource within the Audit Assurance Shared Service 
· Developing  the unitary data hub arrangements and data matching sets to maximise the identification of potential fraudulent applications across the 4 unitary authorities, particularly in relation to Council Tax discounts.

· Further developing working arrangements with  auditors and investigators at North East Lincolnshire Clinical Commissioning Group in relation to direct payments and personalised budgets fraud. 

Reporting Suspected Fraud and Financial Misconduct  

We expect employees, volunteers, and anyone associated with the Council who have serious concerns about any aspect of practices encountered within the Council to come forward and voice those concerns without fear of reprisals. The Council’s Whistleblowing Policy supports staff wanting to raise such issues. It is recognised that certain cases will have to proceed on a confidential basis. 
This policy takes into account the provisions of the Public Interest Disclosure Act 1998, which also provides legal recourse for the person raising the concern should they feel they have been treated unfairly as a result of "whistleblowing". A purpose of the policy is to give all members of staff the confidence to come forward and raise issues of concerns. A copy of the policy, including relevant telephone numbers is on the link below.

http://www.nelincs.gov.uk/council/the-council-as-an-organisation/anti-fraud-strategy/whistleblowing-policy/
The public are encouraged to report other suspicions of fraud by using our fraud hotline (01472 326298) or online through our website. Both will be updated to enable members of the public to report all non-employee/member suspicions of fraud.

Appendix 1: Fraud awareness survey of managers (January/ February 2016)
· 97% agreed that the Council has made clear its commitment to fight fraud and corruption.

· 94% agreed that roles and responsibilities are known and clearly understood.

· 97% are aware of their personal responsibilities and conduct in respect of fighting fraud and corruption.

· 97% agreed that internal controls exist and are working effectively.

· 76% are aware of the Anti-Fraud and Corruption Framework.

· 78% are aware of Council’s arrangements to deal with money laundering.

· 87% are aware of their requirements under the Bribery Act 2010.

· 100% are aware of the Council’s Whistleblowing Policy, with 97% feeling confident to use this policy to express concerns.

· 85% felt confident that their concerns would be dealt with in the strictest confidence.

· 91% were aware of their responsibilities in respect of declaring interests and are reminded to do this periodically.

· 76% were aware of a register being kept to record all interests.

· 94% were aware of a register being kept to record any instances of gifts and hospitality and there is a reminder sent to update this register periodically.

· 88% believe that the Council’s disciplinary procedures are an effective deterrent to fraud and corruption.
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