HARINGEY COUNCIL

Agenda ltem

Audit Committee ; On 28™ January 2008

Report title: Progress Report on Counter Fraud Activity Relating to Housing Benefit
and Council Tax Benefit.

Report of: The Chief Finance Officer

Ward(s) affected: All Report for: Information

1. Purpose

1.1 To advise and update Members on the Counter Fraud performance of the Benefits
and Local Taxation Service from the 15! October 2007 — 31t December 2007.

2. Recommendations

2.1 That Members consider and note this report and the work being carried out by the
Benefits and Local Taxation Service in relation to Counter Fraud activity.

Report authorised by:
Gerald Almeroth
Chief Finance Officer

(Signature)

Contact Officer: Tim Fisher
Designation : Deputy Head of Benefits and Local Taxation
Telephone: (020-8489-1954)

3. Executive Summary - N/A

4. Reasons for any change in policy or for new policy development - N/A

5. Local Government (Access to Information) Act 1985




6.

6.1

6.2

7.

7.1

7.2

7.3

7.4

BACKGROUND

Counter Fraud Performance is primarily judged against successful outcomes
in respect of Prosecutions and Sanction based activity. Fraud Staff are
empowered to investigate suspected benefit fraud and have a range of
sanctions that can be applied to those who admit to fraud or where there is
sufficient evidence to warrant a prosecution.

During May 2007 the DWP’s Benefits Fraud Inspectorate (BFI) undertook an
inspection of the Benefits and Local Taxation Services’ Counter Fraud
arrangements and performance. The report, published in October 2007,
made 20 recommendations for improvements in the ‘fraud investigation
process and benefits administration’. An update on these recommendations

is provided in this report.

COUNTER FRAUD ACTIVITY

Performance of the Fraud Investigation Team for the third quarter of 2007/08
is summarised in table 1. This shows performance to be below profile for the

second quarter

Successful outcomes for 3 quarter 2007/08

Sanction Type Number Status
Issued

Caution 13 Accepted

Admin Penalty 6 Accepted

Prosecution 5 Guilt

Total 24

Table 1

Counter fraud activity contributes to the Benefits and Local Taxation Services’
Comprehensive Performance Assessment. The Department for Work and
Pensions currently use performance of sanctions activity to help judge the
effectiveness of the Council’s counter fraud performance and produces a
performance score to rate performance.

The Benefits and Local Taxation Service has set an annual target for the year
of 126 sanctions. To date the Fraud Team has achieved 73 sanctions which
is a shortfall of 21 sanction across the year to date. To ensure that the Fraud
Team meets its target a further 53 sanctions are required by the end of March
2008. The team have so far successfully identified 55 cases for sanction and
will concentrate efforts on seeing these through to completion by the end of
the financial year.

Performance for the year to date is summarised in table 2. In comparison
with the same time last year the Fraud Team has increased it performance by
an additional 8 cases. There has been an increase in the number of

successful prosecution, up by 4 cases and an identical increase in the
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number of accepted Administrative Penalties.

Successful outcomes for year to date 2007/08

Sanction Type Number Status
Issued

Caution 32 Accepted

Admin Penalty 28 Accepted

Prosecution 13 Guilt

Total 73

Table 2

Overpaid Housing Benefit

7.5 To date the counter fraud activity has identified £641,424 in overpaid benefit
and a further £28,488 in Administrative Penalties. Central government subsidy
paid in relation to overpayments is at a rate of 40p to the £1.00 or 40%.
Consequently, it can be estimated that £384,854 has been generated in
subsidy, this effectively results in a 60% shortfall against benefit expenditure.

7.6 The subsidy arrangements are designed to incentivise local authorities to
recover overpaid Housing Benefit. Currently, recovery performance in relation
to all in-year created overpayments is approx 53.69%. Based on this figure
the potential recovery of overpaid Housing Benefit arising through fraud during
quarters 1 to 3 could amount to £344,381.

7.7 When combining subsidy paid, plus recovered overpayments for the year it is
estimated that counter fraud activity could generate in the region of £729,235.

8.  BENEFIT FRAUD INSPECTORATE

8.1  The Benefits Fraud Inspectorate (BFI) undertook a 2 week inspection during
May 2007 of the Benefits and Local Taxation Services Security arrangements,
which includes counter-fraud activity. The inspection report contained 20
separate recommendations covering a range of activities and requirements.

8.2  To address the recommendations made in the inspection report the Benefits
and Local Taxation Service developed a Response Plan to address the
issues identified, see appendix 1.

8.3  There remain several outstanding recommendations to be completed, of
priority is the recruitment of a Fraud Team Manager (R1). Currently, there is
adequate management cover to ensure that the team is being managed
effectively. New job descriptions are being designed for both the manager
position and the deputy/team leader role, this follows discussions over
changes to the structure of the team. It is intended that an advert for the
Fraud Manager post be placed during February.

8.4 A new Sanctions Policy (R6) has been developed and a report to the Lead
Member for Corporate Resources has been produced seeking the
endorsement of this policy. Once agreed this will be incorporated into a policy
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and strategy for tackling benefit fraud which will be presented to the next Audit
Committee meeting for endorsement (R3).

8.5 The replacement of the fraud database (R9) has been progressed in
partnership with IT Services. A specification has been agreed and providers of
alternative IT solutions have been sent a questionnaire to determine what
suitable products are available.

8.6  The final recommendation outstanding is the requirement to introduce a
system to ensure that annual declarations of interest are obtained from staff
involved in the assessment of benefit. Advice is being sought from Human
Resources on how to implement this across the Service.
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