
 

                                                                                                          
AGENDA ITEM NO.                                            

    
 Report To: Audit Committee 

   
Date:        21 August 2012  

 Report By: Chief Financial Officer       Report No:  FIN/51/12/AP/FB  
   
 Contact Officer: Fiona Borthwick   Contact No:     01475 712904  
   
 Subject: Audit Scotland Report – National Fraud Initiative  
   
   
   

1.0 PURPOSE  
   

1.1 The purpose of this report is to advise Committee of the outcome of the recent National Fraud 
Initiative (NFI) and to present the resulting Audit Scotland report to Members for information.  

 

   
   

2.0 SUMMARY  
   

2.1 
 
 
 

2.2  

The NFI is controlled and reported by Audit Scotland.  The National Fraud Initiative is one of the tools 
that Audit Scotland use to ensure that public bodies are held to account for the proper, efficient and 
effective use of public funds. 
 
 The exercise is undertaken every two years as part of the statutory audits of the participating bodies.  
The latest exercise started in October 2010 and the results collated as at the outcomes recorded as 
at 31 March 2012.  Outcomes recorded include detected fraud, overpayments and recoveries.  In NFI 
2010/11, 81 bodies took part from local government, health and central government sectors.  The 
final report based on the 2010/11 exercise is attached as Appendix 1. 
 

 

2.3 The NFI works by using data matching to compare a range of information held on bodies systems to 
identify potential inconsistencies or circumstances that could indicate fraud or error which are called 
‘matches’.  All outcomes start from when a match is made between two sets of data.  However a 
match does not automatically mean that there is a fraud and investigations are required to enable the 
correct conclusion to be drawn for each match. 

 

   
2.4 In addition to the main NFI exercise, a separate exercise has been undertaken to match electoral 

registers against those households where council tax single person discounts are being claimed. 
 

   
2.5 

 
 

2.6 
 
 
 
 

2.7 

Cumulative outcomes from the NFI in Scotland are now at £78 million and represent a significant 
return to the public finances of Scotland. 
 
The Revenues and Customer Services Manager is the Key Contact for Inverclyde Council’s 
involvement in the NFI and has responsibility to ensure that the appropriate person(s) from 
participating Services are given access to the secure web site in order that matches can be identified, 
investigated and results recorded.  
 
Audit Scotland also assess each organisations readiness in respect of NFI via a “traffic light” 
assessment model.  This is attached as Appendix 2 and it can be seen that of the 30 findings there 
are no reds and only one amber. 

 

  
 

 

3.0 RECOMMENDATIONS  
   

3.1 That the Committee notes the importance of the NFI process, the work involved in carrying out this 
role and the Councils high level of compliance with the standards expected.       

 

   
 Alan Puckrin  
 Chief Financial Officer  
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4.0 

 
4.1 

BACKGROUND 
 
The National Fraud Initiative is controlled and reported by Audit Scotland.  The National Fraud 
Initiative is one of the tools that Audit Scotland uses to ensure that public bodies are held to account 
for the proper, efficient and effective use of public funds.  The NFI is am important regular check on 
the robustness of public sector arrangements for identifying and taking action to stop, reduce and 
recover fraud and error. 
 

 

4.2 
 
 
 
 
 
 
 

4.3 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

The exercise is undertaken every two years as part of the statutory audits of the participating bodies.  
The latest exercise started in October 2010 and the results collated as at the outcomes recorded as 
at 31 March 2012.  Outcomes recorded include detected fraud, overpayments and recoveries.  In NFI 
2010/11, 81 bodies took part from local government, health and central government sectors. The final 
report based on the 2010/11 exercise is attached as appendix 1. 
 
Examples of the types of data set matches are shown in the table below: 
 
Type of data match Potential fraud or error 
Housing benefit claimants 
To 
Payroll 

To identify cases where Housing benefit 
claimants have failed to declare income 
that may remove entitlement to benefit or 
reduce the amount payable.  

Insurance claimants  
to 
Insurance claimants 

This match involves matching insurance 
claimant details held by Local Authorities 
to identify serial claimants either between 
or within Local Authorities.  

Payroll 
to 
Creditors 

This match identifies where an employee 
and a creditor are linked by bank account 
or by the same address to identify 
employees with interests in companies 
with which the Local Authority is trading. 

Blue badges 
to 
Deceased persons records 

The permit holder’s death may not have 
been reported to the council.  The permit 
may continue to be used fraudulently or 
sold for improper use. 

Private residential homes 
to 
Deceased persons records 

This match identifies where a resident 
has died but the Local Authority may not 
have been notified so continue to make 
payment. 

 
The matches shown above are a sample of those participated in by Inverclyde Council. 

 

   
4.4 

 
 
 
 
 
 

 
5.0 

 
5.1 

 
 
 
 
 

5.2 
 
 
 

 
The Revenues and Customer Services Manager is the Key Contact for NFI in Inverclyde. The Key 
contact is the conduit between Audit Scotland and the Council and is also responsible for giving the 
appropriate person(s) from each participating Service access rights to the secure NFI web site in 
order that matches can be identified, investigated and results recorded. The Key Contact also has 
responsibility to send returns to Audit Scotland at set periods in the process confirming that certain 
mandatory tasks have been performed. 
 
 
THE OUTCOMES 
 
The NFI works by using data matching to compare a range of information held on bodies systems to 
identify potential inconsistencies or circumstances that could indicate fraud or error which are called 
‘matches’.  Where matches are identified these are made available to bodies to investigate via a 
secure web application. Participating bodies then investigate these and record appropriate comments 
and outcomes based on the result of investigations. 
 
The data supplied by participating bodies for NFI 2010/11 returned 287,559 matches.  Of these, 
33,846 were identified as recommended matches, being matches with a higher risk of fraud and 
error.  It is up to individual bodies to determine which matches and the number of matches to 
investigate. 

 



5.3 
 
 
 

5.4 
 
 
 
 
 
 
 
 
 
 

6.0 

Since Audit Scotland last reported on the NFI in May 2010, outcomes valued at £19.8 million have 
been recorded.  Cumulative outcomes from the NFI in Scotland are now at £78 million and represent 
a significant return to the public finances of Scotland. 
 
External Audit performed a scrutiny of Inverclyde’s performance in the NFI exercise and produced a 
series of questions for the Key Contact to answer.  Audit Scotland then produced a governance 
report which listed the main findings.  The traffic light methodology of reporting was used to assess 
the Councils results and response to questions. From 30 findings, 29 were marked green.  One 
finding was marked as amber which relates to the Councils use of internal audit in the NFI process.  
The key contact has discussed this with the Chief Financial Officer and Chief Internal Auditor and it 
was agreed that this may be considered for future NFI exercises although it is not viewed as a priority 
due to the robustness of the processes in place. Inverclyde Council received an ‘approved’ status for 
its participation in the 2010/11 NFI exercise. 
 
 
THE WAY FORWARD FOR NFI 

 
6.1 

 
 

 
6.2 

 

 
Audit Scotland has advised that the NFI will continue and is seen as a key tool in the prevention of 
fraud and error in the public sector.  The 2012/13 exercise commenced in July 2012. 
 
In order to meet the overall aims of the NFI, it is expected that the exercise for 2012/13 will involve 
work under three broad themes: 
 

1. Continuing with successful batch data matches and developing the service to offer more 
flexibility and meet new risks. 

 
2. Putting more emphasis on fraud prevention through the development of real-time data-

matching services. 
 

3. Extending data matching for fraud purposes to a broader range of organisations and services. 
 

 

   
7.0 IMPLICATIONS  

   
7.1 Financial - None  

   
7.2 Legal - None  

   
7.3 Personnel - None  

  
 

 

8.0 CONSULTATION - None  
  

 
 

9.0 EQUALITIES – no issues   
 



















































            Appendix 2 

 

 

Audit Results 

 

 Sector:  Local Government 

 

 Client:  Inverclyde Council 

 

 Audit Activity:  C - Governance 

 

 Audit File:  C10 - NFI Work 

 

 Audit Period:  2010/2011 

 

 Status:  Audit Approved 



 

Printed: 09/12/2011   

Audit Report 

C10 - NFI Work – 2010/11 

 

   

 

   
 

 

 Compliance Test:  

 Completion Checklist  
 

 

 Finding:  Green 

 1. - Is the body committed to NFI (eg has the council/board, audit committee and senior management 
expressed support for the exercise and has this been communicated to relevant staff)?  
 

 

 Finding:  Green 

 2. - Do officers directly involved in preparing for NFI and following up matches demonstrate commitment? 
 

 

 Finding:  Green 

 3. - Where NFI outcomes have been low in the past, does the body recognise that this may not be the 
case the next time, that NFI can deter fraud and that there is value in the assurances that can be taken 
from low outcomes?  
 

 

 Finding:  Green 

 4. -Is the NFI key contact (KC) an appropriate officer for that role and do they oversee the exercise 
properly (eg does the KC have the time to devote to the exercise and sufficient authority to seek action 
across the organisation)?  
 

 

 Finding:  Green 

 5. - Is NFI an integral part of the body's corporate policies and strategies for preventing and detecting 
fraud and error?  
 

 

 Notes: 

 Reviewed the councils Anti-Fraud and Irregularity Policy to ensure that NFI is suitably incorporated.  

 

 Recommendations: 

 The council's current anti-fraud and corruption strategy does not incorporate NFI. 
 
 

 

 Finding:  Green 

 6. - Did the body plan properly for NFI 2010/11, both before submitting data and prior to matches 
becoming available?  
 

 

 Finding:  Green 

 7. - Did the body meet the privacy notice requirements for NFI 2010/11 and confirm this promptly to the 
NFI team using the online facility on the NFI secure web-site?  
 

 

 Finding:  Green 

 8. - Did the body plan for and submit all NFI data on time using the secure data file upload (DFU) facility?  
 

 

 Finding:  Green 

 9. - Did the body adequately consider the submission of any 'risk-based' datasets in conjunction with its 
external auditors?  
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 Finding:  Green 

 10. - Were decisions about submitting risk based datasets (and, in councils, the electoral register) taken 
at an appropriately senior level?  
 

 

 Finding:  Green 

 11. - Did ALL departments involved in NFI commence the follow up of matches promptly after the 
matches became available and have they made (or are they making) good progress with following up 
matches?  
 

 

 Finding:  Green 

 12. - Did the body give priority to following up recommended matches, high quality (red report) matches, 
those that become quickly out of date and those that could cause reputational damage if a fraud is not 
stopped quickly?  
 

 

 Finding:  Green 

 13. - COUNCILS ONLY - does the council recognise that NFI is no longer predominatly about preventing 
and detecting benefit fraud (eg have staff recognised the wider scope of NFI and are they ensuring that 
ALL types of matches are followed up)?  
 

 

 Finding:  Green 

 14. - COUNCILS ONLY - is the council liaising sufficiently with local DWP/JCP fraud investigation staff 
about matches where IS, JSA or ESA is in payment and are arrangements in place for NFI outcomes 
from these matches to be recorded in the secure web-site?  
 

 

 Finding:  Green 

 15. - Is the body investigating the circumstances of matches adequately before reaching a 'no-issue' 
outcome, in particular?  
 

 

 Finding:  Not Applicable 

 16. - HEALTH BODIES ONLY - is the body drawing appropriately on the help and expertise available 
from NHS Scotland Counter Fraud Services?  
 

 

 Finding:  Green 

 17. - Did ALL departments/sections of the body follow up their NFI matches on a reasonable timescale?  
 

 

 Finding:  Green 

 18 - Is the body taking appropriate action in cases where fraud is alleged (whether disciplinary action, 
issuing penalties or cautions, or reporting to the Procurator Fiscal)  
 

 

 Finding:  Green 

 19. - Has the body avoided deploying excessive resources on any match reports where early work (eg on 
recommended matches) has not found any fraud or error?  
 

 

 Notes: 

 Reviewed the progress of matches to identify where excessive resouces might have been used for little 
or no results.  

 

 Recommendations: 

 A sample approach was not taken with regard to investigating creditors matches (where there are not 
recommended filters).  The investigations did result in some errors being found and the experience 
gained may allow for the future development of a sample approach. 
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 Finding:  Green 

 20. - Correspondingly, where the number of recommended matches is very low, did the body adequately 
consider the other matches in each report before ceasing its follow up work?  
 

 

 Finding:  Green 

 21. - Overall, has the body deployed sufficient/appropriate resources on managing the NFI exercise?  
 

 

 Finding:  Green 

 22. - Is the body recording outcomes properly in the secure website and keeping it up to date?  
 

 

 Finding:  Green 

 23. - Have staff used the online training modules in the secure website and are they consulting the NFI 
team if they are unsure about how to record outcomes?  
 

 

 Finding:  Green 

 24. - If, out of preference, the body is recording some or all outcomes outside the secure website, are 
arrangements in place to inform the NFI team about these outcomes?  
 

 

 Finding:  Green 

 25. - Is the body reviewing how frauds and errors arose and using this information to improve its 
controls?  
 

 

 Finding:  Amber 

 26. - Is internal audit monitoring the body's approach to NFI and its main outcomes, to ensure that any 
weaknesses are addressed in relevant cases?  
 

 

 

 Recommendations: 

 Internal audit have not been involved in monitoring the council's approach to NFI and its main outcomes 
to ensure that any weaknesses are addressed.  The key contact has indicated that this is an issue for 
consideration in future years. 
 
 

 

 Finding:  Green 

 27. - Is NFI progress and outcomes reported regularly to senior management and elected/board 
members (eg the audit committee or equivalent)?  
 

 

 Finding:  Green 

 28. - Does the body publicise (internally and externally) the achievements of its fraud investigators (eg 
successful prosecutions)?  
 

 

 Finding:  Green 

 29. - Overall, how do you rate the body's arrangements for NFI 2010/11 including the progress it has 
made with following up matches?  
 

 

 Finding:  Green 

 30. – Please provide details of the two most significant or interesting frauds (or other outcomes) that 
arose in this body from the 2010/11 NFI exercise.  Please provide sufficient information to allow a short 
case study to be written – as a guide see examples in the 2008/09 national report published in May 2010. 
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