
1 
1 

4 

To: HOUSING AND TECHNICAL SERVICES 
COMMITTEE 

REPORT 

Subject: BENEFITS FRAUD POLICY 

Date: 26 April 2004 Ref: TMcWAMcL 
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Introduction 

The purpose of this report is to seek committee’s consideration and approval of the revised 
Benefits Fraud Policy. 

Background 

The committee approved North Lanarkshire Council’s initial Benefits Fraud Policy document 
in February 2000 and have approved annual revisions, the last being 11 June 2003. The 
Policy outlines the Council’s approach to the prevention and detection of Housing and 
Council Tax Benefit fraud. 

The Council’s Benefits Fraud Policy document has been revised taking into consideration the 
Social Security Administration Act, 1992 as amended; Human Rights Act, 1998; Data 
Protection Act, 1998; Regulation of Investigatory Powers (Scotland) Act 2000; the Benefits 
Fraud Inspectorate’s guidance on best practice; and North Lanarkshire Council’s Internal 
Audit Section recommendations. 

Recommendation 

Committee is asked to: 

a) Approve and adopt the procedures and guidelines detailed within the new Fraud 
Policy document. 

Background Information 

Background information is available within the Housing & Property Services Department. 

T McKenzie 
Director of Housing and Property Services 
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* 1. Introduction 

North Lanarkshire Council outlined its approach to fraud prevention and detection in the 
administration of Housing Benefit in its first Fraud Policy document in February 2000. 
This policy was last reviewed and approved by committee on 11 June 2003. North 
Lanarkshire Council’s new objectives are laid out in this document. 

The Council is committed to preventing abuse of the benefits system and has implemented a 
central government initiative called the Verification Framework (VF) as from 4 October 
1999. This initiative has been updated and revised by the Department for Work & Pensions 
(DWP) and new procedures have been put in place as of 1 April 2004. 

It will constantly monitor its systems and amend procedures as required. 

2. Fraud Investigation Team 

The Council has continued to show its commitment to fraud prevention and detection by: 

Appointing a dedicated manager with the sole responsibility for Fraud & the 
Verification Framework. 

Increasing the staffing in the Fraud section and enlisting all investigating staff on the 
Department for Work & Pensions Professionalism in Security (PINS) course. 

Establishment of a free-phone fraud hotline. 

Introducing a good practice guide for all investigation staff to establish a uniform 
approach to investigations. 

Introducing a code of conduct for all investigation staff to ensure the staff conduct 
themselves in an appropriate manner and not jeopardise any investigation as a result 
of their behaviour. 

Introduction of a sanctions team to take cases forward for prosecution or sanctions. 

Introduction of a surveillance team to conduct directed covert surveillance within the 
guidelines laid down within the relevant legislation and codes of practice. 

Appointment of “authorised officers” trained to obtain information from various 
sources as prescribed in the Social Security Administration Act, 1992, as amended. 

It is envisaged that the attainment of the PINS qualification will improve the quality of 
investigations to a level acceptable to allow submission to the Procurator Fiscal for 
prosecution. Successful prosecutions will act as deterrent to any future benefit fraudsters. 

The Fraud Section will continue to liaise with local Area Housing offices, other departments 
within the authority, the DWP’s Counter Fraud Investigation Service and other government 
departments, in a continual review of investigation procedures and revised legislation 
guidelines. 
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.3. Joint Working with Department for Work & Pensions (DWP) 

North Lanarkshire Council is committed to joint working with the Department for Work & 
Pensions, Jobcentre Plus and its neighbouring authorities. 

The council is committed to maintaining closer working relations with the Counter Fraud 
Investigation Service to minimise duplication of work and maximise resources in the 
prevention and detection of fraud. An example of this commitment has been the 
appointment of an officer to the Joint Operational Fraud Board. 

It is hoped that this will improve liaison between Department for Work & Pensions, 
Jobcentre Plus and its neighbouring authorities. This may assist the council in risk analysis 
of the extent and types of fraud within North Lanarkshire and in turn allow the Fraud 
Section to better target their investigations. 

The Fraud Section also gives a commitment to acknowledge all rights under the Human 
Rights Act, 1998 and to adherence of the Data Protection Act, 1998. 

The Council acknowledges its responsibilities in relation to the Regulation of Investigatory 
Powers (Scotland) Act 2000 and Legal services are currently looking at developing a 
corporate policy document which will adhere to it’s requirements. 

The staffing requirements of the Fraud Team will be constantly reviewed to ensure 
compliance with new government guidelines. 

The following sections explain the Council’s policy considerations given in the final stages 
of a fraud investigation. 

4. Housing Benefit Matching Service (HBMS) 

North Lanarkshire Council will continue to participate in the Housing Benefit Matching 
Service. This service facilitates the cross matching of data between North Lanarkshire 
Council, other Local Authorities and Government departments. 

These matches include comparing North Lanarkshire Council benefit records to: 

o Department for Work & Pensions Benefit records 

Jobcentre Plus records 

o Inland Revenue records 

Private Pensions records 

Royal Mail redirection records 

Prison admission records 

o Benefit claimants in other local authority areas 

The Council aims to maximise its involvement within the matching service to ensure 
detection of fraudulent activity. 
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I 5. Remote Access Terminal (RAT) 

North Lanarkshire Council has increased the usage of a Remote Access Terminal by 
increasing the number of specially trained staff in the use of the system. This enables 
checks to be made on various benefit systems within DWP. 

6.  Royal Mail “DO Not Redirect” Service 

This is an anti fraud measure introduced by the Government which ensures that Housing 
Benefit cheques do not continue to be sent to claimants who have moved house or to claims 
made for empty properties. Royal Mail will provide details of the redirection to the council 
to allow further investigation. North Lanarkshire Council has increased it’s participation in 
the Royal Mail “Do Not Redirect” service by the creation of a new PO box and arranging to 
send all benefit mail in specially printed envelopes. 

7. Training 

The Fraud Section has delivered Fraud Awareness training to all current Benefits Staff. 
This programme of Awareness Training will be expanded to cover all relevant Housing 
Services staff. An awareness session is now part of the stage 2 induction for new staff and 
refresher training will also be carried out periodically for all relevant staff. The fraud 
awareness package will be constantly reviewed to reflect changes in legislation. 

8. Fraud Referrals 

All Housing Services and Benefits Section staff have intranet access to a procedural 
document relating to the course of action to be taken when fraud is suspected or has been 
identified at area office level. 

As well as introducing a new electronic referral facility to all Benefits Staff from April 
2002, the Fraud Section has launched a free phone Fraud Hotline to allow members of the 
public to assist in the drive to combat benefits fraud. A further facility for allowing 
members of the public to make referrals was to have been introduced during 2003. This 
was to have been the introduction of an “online” referral document accessible via the 
council’s website, which on completion would automatically e-mail the referral to the fraud 
team. Unfortunately due to IT difficulties this has not been possible, but this will be kept 
under review. 

The Fraud Investigation Team will examine these referrals and issue an acknowledgement 
advising of what action will be taken. 
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I 9. Internal Security 

All benefit staff have been informed in writing of the procedures that must be followed 
when dealing with claims relating to themselves, relatives or friends. A signed 
acknowledgement, that they have read and understood these instructions, must be 
completed by all benefit staff. The Fraud Team Leader will monitor these 
acknowledgements. 

Staff will also be issued with a request to provide information of any interest they or friends 
and relatives may have in the letting of property within the private rent sector. A register of 
these interests will be compiled and monitored by the Fraud Section Team Leader. 

The authority is committed to ensuring all members of staff and anyone licensed by the 
authority are not involved in any fraudulent activity. 

The Internal Audit Section carry out data matching exercises, with any potential anomalies 
passed to and investigated by the Benefits Fraud Section. An undertaking to participate in 
the National Fraud Initiative which is conducted by the Audit Commission / Audit Scotland 
has also been made. 

The Internal Audit section will also carry our regular audits on the work of the fraud section 
to ensure adherence to all relevant legislative procedures and requirements. 
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Prosecution Procedures 



1 1 .  General 

The Council’s policy on fraud is to: 

prevent and deter fraud in the first instance; 

detect it quickly; 

investigate it efficiently; and 

prosecute offenders when appropriate. 

The main deterrent in the fight against fraud is prosecution. The qualification “when 
appropriate’’ is important. This is achievable through suitable sentences or prosecutions for 
offences that are trivial, but widespread locally. Prosecution is not always appropriate if the 
deterrent result cannot be achieved. 

Liaison with local press can help to deter fraud. Further guidance can be obtained from the 
Corporate Communications Unit. 

2. Mitigating Factors 

When considering the closure of a fraud investigation the following circumstances are taken 
into account: 

any distressing domestic or family circumstances 

any exceptional financial difficulties 

the age of the customer 

o the mental and / or physical health of the customer 

3. Points to Consider 

Financial Limits 

A case will not generally be considered for prosecution if the amount of the overpayment is 
less than 2400. Where there is a previous fraud the financial limit is 2200. 

Financial limits are not the deciding factor in closing an investigation but there are always 
points to consider before deciding whether to prosecute. These points are: 

o it is a potentially serious offence? This could be when the fraud: 

- 
- 
- 

continues over a long period and is extensive; or 
involves large sums of money;or 
was the person in a position of trust? 

has the customer been interviewed about a similar matter in the past? 
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has the customer previously made a false claim, and were they prosecuted or not? 

n are the indications that what appears to be an isolated fraud is more organised? 

o are there clear indications of a calculated or deliberate attempt to defraud? 

n is there a local need to set an example by prosecuting the customer? 

4. Voluntary Disclosure 

A voluntary disclosure occurs when an offender voluntarily reveals a fraud that the Council 
is unaware of. If this happens, the Council’s policy is to investigate the fraud but not pursue 
a prosecution. 

A disclosure is not voluntary if the: 

admission is not a complete disclosure of the fraud; 

admission of the fraud is only made because discovery of the fraud is likely for 
example; 

- one of the offender’s friends or neighbours is also caught defrauding the Council; 
or 
the offender knows the Council is questioning their employer in the course of a 
survey or fraud drive; 

- 

disclosure comes to light in some other way, for example, by the issue of a review 
form; 

offender admits all the facts as soon as challenged; or 

offender supplies the correct facts when making a claim to Legal Aid. 

5. Mental or Physical Condition of Offender or Partner 

If the mental or physical condition of the offender or partner means that prosecution is not 
desirable, the investigator will close the investigation. The strain of an interview under 
caution or an appearance in Court might have serious consequences on a customer or 
partner who is not mentally or physically strong. 

Points to consider: 

the offender suffers from a serious mental or physical condition e.g., 

- 
- 
- is elderly or bedridden; 

nervous trouble, particularly if they have contemplated suicide; 
has hearing, speech or sight difficulties; or 
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the offender suffers from a mental illness such that the Court might be more 
sympathetic towards them than towards the Council; 

o the offender is pregnant and confinement is either due within three months or she is 
not in good health. If the offence is serious take proceedings but consider deferring 
them until after the confinement; 

o the physical condition of the offender is such that the Court might be more 
sympathetic towards them than the Council. Weigh this possibility against the gravity 
of the offence; 

the health of the offender’s partner may suffer. This normally only applies if the 
partner suffers from a serious condition that may worsen if proceedings are taken. 

Consult the Fraud Manager if the customer or partner’s condition is a reason for closure. 
Medical evidence would be required before finalising the decision. 

6. Social Factors 

Social factors can make a prosecution undesirable. Closure is appropriate, for example 
when: 

the Court and / or the public would think a prosecution inappropriate, for example, 
when the customer is driven to an offence by a tragic domestic circumstance; 

o prosecution is highly undesirable because of the possibility of trauma to an innocent 
third party, e.g. an illegitimate, adopted or foster child would become aware of their 
true status; 

the offender has served a prison sentence after committing their offence against the 
Council. The Court’s view is that it is preferable that a person sentenced to 
imprisonment knows that when they have served their term they come out with a 
clean sheet. This is not an absolute rule and does not apply when the: 

- 
- 
- 

prison sentence is short; or 
offence against the Council is serious; or 
sentence was for non-payment of a fine; 

the offender is young and immature and would appear to the Court as someone who 
could be dealt with effectively without proceedings. 

Being a young offender does not automatically prevent proceedings from going ahead. For 
example, prosecution may be desirable when; 

the offender has already been involved with the police; 

R the offence shows an adult degree of sophistication; or 

parents cannot control or deal with the young offender effectively. 
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' 7. Technical Factors 

Technical factors that can affect a decision to prosecute or not are: 

inadequate evidence 
flawed investigation 

o lax administration 

Inadequate Evidence 

Closure is appropriate if there is inadequate evidence to justify proceedings, or the evidence 
cannot be obtained, e.g. because of unreliable witnesses. 

Flawed Investigation 

If an investigation is deficient and fails to provide all the necessary evidence to take 
proceedings, closure is appropriate. A flawed investigation might occur if a customer 
plausibly asserts that the Investigating Officer behaved improperly, for example by 
deceiving or intimidating them. 

Lax Administration 

Lax administration can allow a fraud to succeed. In these circumstances closure is 
appropriate. Lax administration can occur when: 

despite having incomplete information, benefit is still paid 

the interviewing officer completes the claim form badly 

obvious flaws in a statement or document are missed 

If the Council plays a significant part in allowing an offence to occur because of lax 
administration, close the investigation. 

8. Delay 

Close a case if, due to unnecessary delay, a case is out to time or is so stale that prosecution 
could lead to unjustifiable criticism. The Courts accept delays if they are unavoidable; e.g. 
the suspect disappears for a time or is too ill for interview. 

Avoid unjustifiable delays. Courts look very critically at the: 

o time it takes to bring offences to Court; or 

o length of time the customer has been left, possibly in anxiety with the case 
unresolved. 
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Sanctions 



#' Sanctions can be in the form of either an Administrative Caution, or as an. Administrative Penalty 
(this is a fine of 30% of the total overpayment accrued of each individual benefit on or after 18 
December 1997). 

1. Administrative Caution 

To offer an Administrative Caution, the case must be of a prosecutable standard but where 
proceedings are not the first option and administrative penalty action is not appropriate. 

To offer the caution, there must be a certain set of circumstances in place: 

o there is sufficient evidence to justify criminal proceedings 

the person has admitted the offence during the Interview Under caution (IUC) 

o the person's history or previous convictions have been taken into account 

the person must sign a certificate of formal caution to show that they admit the 
offence 

the person agrees to the caution and acknowledge, that they have been cautioned 

Where criminal proceedings are taken, the Court will be informed that the case has been 
taken because the person refused the offer of a formal caution. Whilst the caution cannot be 
cited in Court, the council can refer to it when submitting the case to the Procurator Fiscal 
(PF). 

If the person refuses to accept the Administrative Caution, the alternative is 
recommendation of criminal proceedings. 

North Lanarkshire Council will not administer a caution to people under the age of 18 or an 
offender in circumstances where there can be no reasonable expectation that this will curb 
hidher offending. 

2. Administrative Penalties 

If a case is suitable for proceedings action, another alternative to prosecution is an 
administrative penalty, which if agreed to by the claimant will exempt them from 
prosecution for that offence. 

The following requirements are mandatory: 

o offers of a penalty can only be made where the overpayment is recoverable from a 
person under, or by virtue of sections 75 or 76 of the Social Security Administration 
Act 1992, and the making of the overpayment was attributable to an act or omission 
on the part of the person; there must be grounds for instituting criminal proceedings 
against the person for an offence relating to the overpayment upon which a penalty is 
based; 
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a penalty can only be offered to a person in respect of an overpayment or any part 
thereof that has accrued on or after the commencement date of 18 December 1997. 

if the person agrees to pay a penalty criminal proceedings cannot be instituted against 
them in respect of the overpayment on which the penalty is based. 

the amount of the penalty must be calculated as 30 per cent of the amount of the 
recoverable overpayment (rounded down to the nearest whole penny). 

the amount of the penalty may be recovered using the same methods by which the 
overpayment is recovered. 

once a penalty offer has been accepted the person may withdraw from the agreement 
at any time during the period of 28 calendar days beginning with the day on which an 
agreement was reached. 

where a person agrees to pay a penalty, and the overpayment on which the penalty is 
based is subsequently revised on review, then the agreement to pay a penalty no 
longer applies. Any penalty that has already been recovered must be repaid. 
However, if a new agreement is made based on the revised overpayment, the amount 
already recovered by way of a penalty may be treated as recovered under the terms of 
the new agreement instead of being repaid; and 

Administrative penalties have no standing for the purposes of Court proceedings. 
Because of this, the fact that a person has previously agreed to pay an administrative 
penalty for an earlier overpayment cannot be mentioned in Court. 

However, the Court may be informed in any particular case that the defendant has been 
offered a penalty but declined to agree to pay it and that is why the criminal proceedings are 
being brought. 

R The decision to offer an administrative penalty is made by the local authority. There 
is no right of review against the decision to offer or not offer a penalty nor can the 
person ask the local authority to review the amount of the penalty, which is prescribed 
in the legislation. However, normal rights of review apply in respect of the 
overpayment determination. 

o Section 115A (2) of the Social Security Administration Act 1992, as amended by the 
Social Security Administration (Fraud) Act 1997, states that the local authority may 
give to the person a written notice - 

a) stating that he may be invited to agree to pay a penalty in the specified 
manner; and 

b) containing such information relating to the operation of this section as may 
be prescribed. 
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The information that such a notice given by the local authority under section 115A (2) 
of the Social Security Administration Act 1992 should contain is set out in 
regulations. The required information is: 

- a penalty can only be offered in respect of an overpayment which is recoverable 
under sections 75 or 76 of the Social Security Administration Act 1992; 

- the penalty only applies where it appears to the local authority that the making of 
the overpayment was attributable to an act or omission and that there are grounds 
for instituting proceedings for an offence relating to the overpayment. 

- the penalty is 30 per cent of the amount of the recoverable overpayment and is 
payable in addition to repayment of the overpayment and is recoverable by the 
same methods as those by which the overpayment is recoverable; 

- a person who agrees to pay a penalty may withdraw from the agreement within 28 
calendar days from the date the penalty agreement was signed (including the date 
of the agreement) by notifying the local authority. If the person withdraws from 
the agreement, so much of the penalty as has already been recovered will be 
repaid and immunity from proceedings for an offence relating to the overpayment 
no longer applies; 

- if it is decided on review that the overpayment is not recoverable or due, then so 
much of the penalty that has already been recovered will be repaid; 

- if the amount of the overpayment is revised on review (then except as covered by 
a new agreement to pay the revised penalty), so much of the penalty as has already 
been recovered shall be repaid and immunity from proceedings for an offence 
relating to the overpayment no longer applies; 

- that the payment of a penalty does not give immunity from prosecution in relation 
to any other overpayment or any offences not relating to the overpayment; and 

- the specified manner of agreement to pay a penalty and the specified manner of 
notifying withdrawal of agreement to pay a penalty. 

3. Prosecution 

North Lanarkshire Council is committed to delivering a safe and secure benefit system and 
will prosecute all offenders where appropriate. Close liaison with the Procurator Fiscal 
office will hopefully ensure that cases will be submitted to a standard that allows the Fiscal 
to prosecute offenders. If the case is successful, the council will publicise details of the 
offence and the offender in the local media to act as a deterrent to anyone who is, or may be 
considering submitting false claims to benefit. 

4. Review 

The next review of this policy will be carried out in April 2005. 
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