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Presenter
Presentation Notes
NOTE TO PRESENTER. Fraud Briefings are designed to be delivered to those responsible for governance – this is normally the audit committee or their equivalent at the council.Prior to delivering the Fraud Briefing you may want to refresh your knowledge of the key messages in Protecting the Public Purse 2013 report. In addition, within the report, Appendix 2 (checklist for those charged with governance) and Appendix 3 (Questions for councillors) should be included in the committee agenda papers for councillors consideration in conjunction with this presentation.We also suggest that:the presenter discuss in advance with the Chief Internal Auditor/Counter Fraud Manager/Director of Finance of the council, the key messages included in this Fraud Briefing; key  council officers be in attendance to elaborate on specific fraud cases at the council and to update councillors on current and future counter fraud strategy;consideration be given to delivering the Fraud Briefing in the non-public part of the agenda; andthe presenter review the Fraud Briefing guidance prior to delivery of the presentation.    
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Agenda 

 Introduction and purpose of your fraud briefing 

 Protecting the Public Purse (PPP) 2013 report 
– national picture 

 Interpreting fraud detection results 

 The local picture 

 Fraud drivers 

 Questions 

 KPMG resources 

 

Presenter
Presentation Notes
This Fraud Briefing presentation will last approximately 15 minutes, after which there will be an opportunity to ask questions. The Briefing will cover the following:a short introduction, including an explanation as to the purpose of the Fraud Briefing;an overview of the findings of the Audit Commission’s national report – Protecting the Public Purse 2013, the information for the rest of this Fraud Briefing is derived from this national study;some caveats about interpreting fraud detection results;comparative information on local fraud detection activities, in particular the results of your council’s fraud detection activities compared with other similar councils (for your council, we have compared fraud detection results against all North West, North East and Yorkshire and the Humber metropolitan districts and unitary authorities) - this is the main focus of the Fraud Briefing; andan opportunity to ask any questions.Fraud Briefings have been developed by the Audit Commission. They are designed to be delivered in conjunction with 2 documents included in the appendices at the end of the Protecting the Public Purse 2013 report.  These are:firstly, a checklist for those charged with governance, which the councillors may want to consider and complete; andsecondly, a list of questions councillors may want to consider in relation to current fraud risks and developments in local government counter fraud. These documents are only intended to suggest a few questions and issues that councillors may want to explore further once they have seen the full Fraud Briefing. They are not intended in any way to limit the scope of the discussion.
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Introduction 
Fraud in the public sector 
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Source: National Fraud Authority: 
Annual Fraud Indicator, March 2012 

Public Sector fraud costs the UK economy billions each year. 
 
 
 
 
 
 
 

Public Sector 

£20.3 billion 

Central Government £2.5 billion 

Local Government £2.2 
billion 

Benefits and 
tax credits 

£1.6 billion 

Tax £14.0 billion 

Presenter
Presentation Notes
According to the government’s National Fraud Authority, local government fraud costs over £2 billion every year. The largest areas of loss are:Procurement fraud - £876 million;Examples – Irregularities in tendering process; provision of substandard goods; Invoicing for goods not provided etc. Note that this is a growing area of fraud with greater involvement from organised crime groups.Housing tenancy fraud - £845 million;Housing Benefit fraud - £350 million; andCouncil tax discount fraud - £133 million.This Fraud Briefing will consider detection results for each of those, as well as several other different types of fraud.Fraud is not a victimless crime. Every pound that is lost to fraud cannot be spent delivering front line services. There is also direct  harm to local taxpayers, communities and neighbourhoods.Councils have an important role in ensuring the harm and financial loss caused to local communities and local taxpayers as a result of fraud is minimised. For example, every person who fraudulently claims a discount on their council tax increases the council tax charged to the honest majority. Council houses that are unavailable as a result of social housing fraud, such as illegally sub-letting a council home for profit, denies local families on the housing waiting list a home for which they have genuine need and genuine entitlement.Councillors have an important role to play in the fight against fraud. To:ensure their council understands the local fraud risks it faces;compare their council’s performance in countering fraud with similar councils; andencourage their council to deploy counter-fraud resources proportionate to risk and focused on areas of greatest local harm 



© 2014, KPMG LLP UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network 
of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity.  
All rights reserved. 

Introduction 
Purpose of your fraud briefing 

• Opportunity for councillors to consider fraud detection 
performance, compared to similar local authorities 
 

• Reviews current counter fraud strategy and priorities 
 

• Discuss local and national fraud risks 
 

• Reflect local priorities in a proportionate response to those risks 
 

Your council is compared with the metropolitan districts and unitary 
authorities of the north west, north east and Yorkshire and the Humber 
regions 

Presenter
Presentation Notes
The purpose of this Fraud Briefing is:to provide an information source to support councillors in their consideration of fraud detection activities at your council, compared to similar local authorities;an opportunity to review current counter fraud approach, strategy and priorities at the council - in particular, to support local fraud risk management at the council to help ensure local priorities are reflected within the council strategy, as part of a proportionate response to fraud; anddiscuss national and local fraud risks and how they are reflected in the local counter fraud priorities of the council.For your council, we have compared fraud detection results against all North West, North East and Yorkshire and the Humber metropolitan districts and unitary authorities
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National Picture 2012/13 

107,000 total cases detected with value of £178m (excluding social housing fraud) 

Nationally, the number of detected frauds has fallen by 14% since 2011/12 and the value 
by less than 1% 
 

Other, 
£38,500,000 

Council Tax 
Discount, 

£19,500,000 

Housing Benefit 
and Council Tax 

Benefit, 
£120,000,000 

Detected Fraud 

Source: Audit Commission   

Presenter
Presentation Notes
This slide shows the national fraud detection results for all local government bodies in England for the financial year 2012/13. The full results are published in the Audit Commission  national report on fraud committed against local government, called Protecting the Public Purse 2013 . A copy can be obtained from the Audit Commission web site.100 per cent of local government bodies in England submitted information on fraud detection results in 2012/13 for inclusion in Protecting the Public Purse 2013. This provides a complete and authoritative picture of local government fraud detection activities. In subsequent slides all the council specific information in this Fraud Briefing is based on the survey results submitted by your council and vouched by your external auditor.Nationally, in 2012/13, local government bodies in England detected 107,00 individual cases of fraud, with a value of £178 million. This represents a 14 per cent fall in the number of cases and a 1 per cent fall in value, year on year.These results exclude social housing fraud, which is analysed separately in the report.
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Interpreting fraud detection results 

• Contextual and comparative information needed to interpret 
results 

• Detected fraud is indicative, not definitive, of counter fraud 
performance (prevention and deterrence should not be overlooked) 

• No fraud detected does not mean no fraud committed (fraud will 
always be attempted and even with the best prevention measures some will succeed) 

• Council who look for fraud, and look in the right way, will find fraud 
(there is no such thing as a small fraud, just a fraud that has been detected early) 

 

Your council is highlighted in yellow in the graphs that follow 

Presenter
Presentation Notes
Before considering the detailed specific local government results at the council, there are a few caveats about interpreting this data.Fraud is by its very nature secretive. As a result fraud detection results reflect a number of variables including:amount of fraud being committed against your council;how well the council prevents and deters fraud;the investigative capacity at the council to detect fraud; andhow efficient and effective those investigative resources are.Of these, the Audit Commission contends that investigative capacity is likely to be the single largest determining factor in fraud detection performance.Fraud detection results are open to often widely differing interpretation. For example - Does no fraud detected mean that there is no fraud being committed against the council, or rather that the council does not have adequate resources to detect fraud, or is not looking for fraud in the right way. The value of fraud can also sometimes be misleading. Single large value frauds can sometimes distort detection performance. Similarly, frauds that are detected early tend to be lower in value than frauds that have been committed repeatedly over several years. In such cases, low value of fraud detected may represent effective early identification of a fraud. This is why detection results can only be indicative, rather than definitive, when assessing fraud detection activities.These are all issues councillors may want to consider when interpreting the slides that follow.Detected fraud results only provide part of the overall picture of counter fraud performance, prevention and deterrence are also equally important. Contextual information is also required to better inform understanding of comparative fraud detection results between similar types of local authorities. The following slides provide such contextual information wherever possible.Among Mets and UAs there is considerable variation in fraud detection performance. In part this can be accounted for by the factors I have already mentioned, as well as variations in size of each council. However, it is to be noted that nationally the top quartile of Mets accounted for 63 per cent of all fraud detected and UAs 88 per cent. Those top quartile councils detected on average 829 and 734 cases of fraud in 2012/13 respectively. The following slides provide information on all Northern metropolitan districts and unitary authorities fraud detection results. Each bar in the graphs that follow represent one Northern metropolitan district or unitary authority, your council is highlighted in yellow – all other councils are anonymised. 
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How your council compares to other Northern metropolitan districts and unitary authorities  
Total detected cases and value 2012/13 (excluding social housing fraud) 

The local picture  

Source: Audit Commission Rotherham detected: 2,305 cases, valued at £1,293,044 

Presenter
Presentation Notes
This graph shows the fraud detection results for every Northern Metropolitan District and Unitary Authority. The detected cases are the blue bars, the blue dots with the connecting lines show total value. Your council is shown in yellow.Your council detected 2,305 cases, valued at £1,293,044Such overall results of course provide only part of the picture. They may for example reflect a particular focus on a specific fraud type in the last year. Some fraud types, such as council tax discount fraud, are high volume, low value. While other fraud types, such as procurement fraud, may be low volume, high value. 
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Northern metropolitan districts and unitary authorities 2012/13 
Housing benefit (HB) and Council tax benefit (CTB) fraud 
Detected cases and detected cases as a percentage of HB/CTB caseload. 

 

The local picture  

Source: Audit Commission 
Rotherham detected: 331 cases, valued at £717,930 

Northern average: 266 cases, valued at £532,110 

Presenter
Presentation Notes
The government estimates that housing benefit costs the public purse approximately £350 million per annum. This is currently the third largest area of annual loss to fraud in local government. Nationally housing benefit and council tax benefit fraud is the single largest area of detected fraud. However, this principally reflects the fact that currently most local authorities counter fraud investigative resources are targeted against such fraud. Although tackling benefit fraud is of course important, councils may want to consider whether there is a proportionate response to the fraud risk at their authority.  In this slide, the blue bars represents the total number of detected benefit fraud cases at each Northern metropolitan district and unitary authority, the blue dot with a connecting blue line provides contextual information, showing the number of cases detected as a proportion of total benefit caseload. This provides a good indicator of benefit fraud detection performance.Your council detected 331 cases, valued at £717,930.Some council have adopted a strategy to target high value benefit frauds, others adopt an approach of targeting as many benefit fraud cases as possible, with less focus on their individual values.Have you set a strategy for your council to tackle benefit fraud? 
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Northern metropolitan districts and unitary authorities 2012/13  
Council tax (CTAX) discount fraud 
Detected value and detected value as a percentage of council tax income 

The local picture  

Source: Audit Commission 
Rotherham detected: 1,954 cases, valued at £563,914 

Northern average: 154 cases, valued at £50,941 

Presenter
Presentation Notes
Nationally Council Tax Discount fraud costs the public purse £133 million every year. The most common type is Single Person Discount (SPD), where in general terms if a person lives alone they are able to claim a 25 per cent discount.  Nationally between 4 and 6 per cent of all SPD claimed is fraudulent. There are other discounts, such as student discounts, which are also increasingly subject to fraud.Your council detected 1,954 cases, valued at £563,914.In this graph, the blue bars represent the total value of Council Tax Discount fraud detected by every Northern metropolitan district and unitary authority. The blue dots with the lines provide useful contextual information to assess performance, showing the value of cases detected as proportion of council tax income for each Borough.Not all local authorities target Council Tax Discount fraud each year. For example some councils mainly target such fraud every 2 years as part of the Audit Commission’s National Fraud Initiative (NFI) data matching activities. Thus there may be some year on year variation in individual councils performance.Also, not all councils treat Council Tax Discount fraud in the same way. When such a fraud has been detected, some councils limit their activities to cancelling the discount in the year the fraud is identified. Others target earlier years when the fraud may also have been committed. Some councils apply the available penalty fines against such fraudsters. Other do not. The approach taken can have an important deterrence impactYou may want to consider your council’s approach to such fraud, and the deterrence impact that could have.
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The local picture  

Source: Audit Commission 

Northern metropolitan districts and unitary authorities with housing stock 2012/13 
Social housing fraud 
Properties recovered and properties recovered as a percentage of housing stock 

Rotherham detected: 0 cases 

Northern metropolitan districts and unitary authorities combined only detected a total 
of 5 cases, with a total value of £93,885 

Presenter
Presentation Notes
Housing tenancy fraud can include, illegal sub-letting of council homes for profit or obtaining a home by fraudulent applications. The government estimates that this costs the public purse the equivalent of £845 million per annum This is the second largest area of fraud loss in local government, over twice that of housing benefit fraud.  In addition, the annual cost of such fraud committed against housing associations is over £900 million.  Research indicates that typically at least 4 per cent of social housing stock in London, and 2 per cent outside London, is subject to some form of social housing fraud. In this graph, the blue bar shows the total number of detected social housing frauds for 2012/13. The blue dot with the connecting blue line provides contextual information, showing the number of tenancy frauds detected as a proportion of the total housing stock for that councilYour council detected 0 social housing frauds in 2012/13 – the Northern average per council is 11 recovered properties.The Prevention of Social Housing Fraud Act 2013 criminalises tenancy fraud. On conviction, tenancy fraudsters face up to two years in prison or a fine of £50,000. The legislation gives the investigative powers to investigate tenancy fraud to councils, not housing associations. The Act also gives councils the ability to prosecute tenancy fraudsters on behalf of housing associations. Should you be using this legislation to work in partnership with local housing associations in your area to tackle tenancy fraud?In recent years, government has provided funding to some councils to tackle social housing fraud. Further funding has been allocated to some councils for both 2013 and 2014. However, this funding is not ring fenced. Thus councillors may want to consider how this funding, typically £100,000 per year for 2 years, is to be used. Councillors may want to consider their strategy to tackle social housing fraud. If the council has received non-ring fenced funding to tackle tenancy fraud, councillors may want to consider how that  funding will be utilised.
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The local picture  

Source: Audit Commission 

Northern metropolitan districts and unitary authorities with housing stock 
2012/13 Right to buy fraud 
Detected cases and detected value 

Rotherham detected: 0 cases 

Northern metropolitan districts and unitary authorities combined only detected a total 
of 5 cases, with a total value of £93,885 

Presenter
Presentation Notes
Nationally Council Tax Discount fraud costs the public purse £133 million every year. The most common type is Single Person Discount (SPD), where in general terms if a person lives alone they are able to claim a 25 per cent discount.  Nationally between 4 and 6 per cent of all SPD claimed is fraudulent. There are other discounts, such as student discounts, which are also increasingly subject to fraud.Your council detected 1,954 cases, valued at £563,914.In this graph, the blue bars represent the total value of Council Tax Discount fraud detected by every Northern metropolitan district and unitary authority. The blue dots with the lines provide useful contextual information to assess performance, showing the value of cases detected as proportion of council tax income for each Borough.Not all local authorities target Council Tax Discount fraud each year. For example some councils mainly target such fraud every 2 years as part of the Audit Commission’s National Fraud Initiative (NFI) data matching activities. Thus there may be some year on year variation in individual councils performance.Also, not all councils treat Council Tax Discount fraud in the same way. When such a fraud has been detected, some councils limit their activities to cancelling the discount in the year the fraud is identified. Others target earlier years when the fraud may also have been committed. Some councils apply the available penalty fines against such fraudsters. Other do not. The approach taken can have an important deterrence impactYou may want to consider your council’s approach to such fraud, and the deterrence impact that could have.
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Northern metropolitan districts and unitary authorities 2012/13  
Council tax (CTAX) discount fraud 
Detected value and detected value as a percentage of council tax income 

The local picture  

Source: Audit Commission 
Rotherham detected: 1,954 cases, valued at £563,914 

Northern average: 154 cases, valued at £50,941 

Presenter
Presentation Notes
Nationally Council Tax Discount fraud costs the public purse £133 million every year. The most common type is Single Person Discount (SPD), where in general terms if a person lives alone they are able to claim a 25 per cent discount.  Nationally between 4 and 6 per cent of all SPD claimed is fraudulent. There are other discounts, such as student discounts, which are also increasingly subject to fraud.Your council detected 1,954 cases, valued at £563,914.In this graph, the blue bars represent the total value of Council Tax Discount fraud detected by every Northern metropolitan district and unitary authority. The blue dots with the lines provide useful contextual information to assess performance, showing the value of cases detected as proportion of council tax income for each Borough.Not all local authorities target Council Tax Discount fraud each year. For example some councils mainly target such fraud every 2 years as part of the Audit Commission’s National Fraud Initiative (NFI) data matching activities. Thus there may be some year on year variation in individual councils performance.Also, not all councils treat Council Tax Discount fraud in the same way. When such a fraud has been detected, some councils limit their activities to cancelling the discount in the year the fraud is identified. Others target earlier years when the fraud may also have been committed. Some councils apply the available penalty fines against such fraudsters. Other do not. The approach taken can have an important deterrence impactYou may want to consider your council’s approach to such fraud, and the deterrence impact that could have.
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Northern metropolitan districts and unitary authorities 2012/13  
Disabled parking (Blue Badge) fraud 
Detected cases  

The local picture  

Source: Audit Commission 

Rotherham detected: 13 cases 

Northern average: 13 cases 

Presenter
Presentation Notes
Nationally, the government estimates that up to 20 per cent of all disabled parking concessions (blue badges) are subject to some form of abuse.Although the individual value of such frauds can be small, some councils have given greater attention to this issue in recent years because of the damage blue badge fraud can do to undermine public confidence in the system. Such fraud has a detrimental impact on local residents who genuinely require disability parking. In this graph, the blue bars represents the total number of disability parking concessions frauds at each Northern metropolitan district and unitary authority in 2012/13.Your council detected 13 cases of blue badge fraud in 2012/13.Councillors may want to consider their strategy to tackle such fraud.
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The local picture 

Procurement: 1 case, valued at £3,500 
 (Ave per Northern Met & UA: 1 case, valued at £3,660) 
 
Insurance: no cases 
 (Total Northern Met & UA: 1 case reported, with no value given) 
 
Social care: no cases 
 (Total Northern Met & UA: 19 cases reported, valued at £120,396) 
 
Economic & Third sector: 1 case, valued at £1,200 
 (Total Northern Met & UA: 5 cases, valued at £127,200) 
 
Internal fraud: 6 cases, valued at £2,975 
 (Ave per Northern Met & UA: 7 cases, valued at £16,635) 

 
Correctly recording fraud levels is a central element in assessing fraud risk 
It is best practice to record the financial value of each detected case  

 
Rotherham Metropolitan Borough Council 
Other frauds 
 

Presenter
Presentation Notes
This slide summarise some of the other main types of fraud often targeted against local government. Procurement fraud – your council detected 1 case, valued at £3,500.The Northern average is 1 case, with an average value of £3,660 per council.Insurance fraud - your council detected no case.The Northern TOTAL of all Mets and UAs is 1 case, with no value given.Social care – your council detected no case.The Northern TOTAL of all Mets and UAs is 19 cases, with a TOTAL value of £120,396Economic and third sector frauds (These include grants given to local organisations) - 1 case, valued at £1,200.The Northern TOTAL of all Mets and UAs is 5 cases, with a TOTAL value of £127,200Internal fraud – your council detected 6 cases, valued at £2,975.The Northern average is 7 cases, with an average value of £16,635 per council
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Fraud drivers 

Pressure 

Opportunity 

Rationalisation 

Presenter
Presentation Notes
The Fraud Triangle enables us to consider how and why fraud is committed. Examples of the impact of the current economic climate and LG budget reductions are highlighted in bold. Whilst LG bodies correctly focus on high risk areas such as CTB and HB, they also need to ensure that there is an appropriate focus on internal risks and appropriate governance arrangements are in place, eg fraud strategy, fraud risk assessment, arrangements to promote an anti fraud culture etc.Pressure – debts, family pressures, revenge, “results at any cost”, addiction, blackmail/coercion, “I need the money”. Individuals are coming under increased financial pressure, both externally (eg CT payers, benefit claimants), but also internally (eg impact of public sector pay constraints). Opportunity – poor controls, exploiting errors, fraud can be hidden by complex transactions, abuse of authority, lack of effective oversight, poor corporate governance, lack of segregation of duties. Reduction in staff numbers/resources is likely to weaken effectiveness of controls and management oversight, presenting a greater opportunity for fraud to be committed. Again, this applies both internally and externally.Rationalisation – “they don’t pay me enough”, “rules are made to be broken”, “who cares”, “it’s only a small amount”, “it’s a victimless crime”, “it’s a cost of doing business”, “I’ll never get caught”, “they can afford it”, “I’m the boss”. Increased dissatisfaction with LG employers due to fewer resources and increased pressure on individual employees. Perception that benefit claimants are being squeezed and justify fraud as a means to survive.
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Questions? 

Presenter
Presentation Notes
Any questions?Also, to note Appendix 3 of the Protecting the Public Purse 2013 report suggest some other issues and questions that councillors may want to consider in relation to each of these different types of fraud.You may want to present Appendices 2 and 3 from the main Audit Commission PPP2013 report at http://www.audit-commission.gov.uk/2013/11/protecting-the-public-purse-2013/
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KPMG resources 

Counter fraud governance 
reviews 

Whistle-blowing 
Bribery Act 

Internal fraud awareness 
presentations 

Data driven intelligence 
Responsive advisory services 

to assist in prevention/detection 
 

Public Sector 
counter fraud 

team 
Forensic 

If you would like further information on 
counter fraud  please feel free to 
contact your engagement team. 

Engagement Lead: Trevor Rees 

 Phone: 0161 2464063 

Email address: 
Trevor.Rees@kpmg.co.uk 

 

Engagement Manager: Rashpal 
Khangura 

Phone: 0113 2313396  

Email address: 
Rashpal.Khangura@kpmg.co.uk 

Presenter
Presentation Notes
Most LG bodies have in house fraud resources which focus on areas such as benefit fraud, as well as Internal Audit resources.There are a wide variety of services that KPMG can offer in order to further assist in the prevention and detection of fraud:Reviews of counter fraud governance arrangements (inc counter fraud strategy, fraud risk management, whistle-blowing arrangements, responses to Bribery Act legislation)Internal fraud awareness presentations, tailored to staff groups (eg Executive, finance or procurement staff)Data driven intelligence – Analysis of complex/high volume data to either proactively assess fraud risks, or reactively seek out indicators of fraud in areas flagged as high risk (eg where control weaknesses or actual frauds have been identified)Responsive advisory services where organisations have suffered actual frauds or have identified weaknesses in internal controls. KPMG can assist with prevention and detection of fraud or employee misconduct.
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The KPMG name, logo and "cutting through complexity" are registered 
trademarks or trademarks of KPMG International Cooperative ("KPMG 
International"). 
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