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1. Post-legislative scrutiny of the National Fraud Initiative: The Committee will

take evidence from—
 

Brian Muldoon, Corporate Investigation Team Manager, Aberdeen City
Council;
 
Elaine Greaves, Internal Audit Manager, and Heather Mohieddeen, Senior
Auditor, Midlothian Council;
 
Atholl Scott, Internal Audit Manager, Moray Council;
 
Yvonne Douglas, Audit and Compliance Manager, and Cecilia McGhee,
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Russell Frith, Assistant Auditor General, Audit Scotland;
 
Darren Shillington, Senior Data Matching Manager, Cabinet Office;
 
Neil Gray, Director, Northern Ireland Audit Office;
 
Anthony Barrett, Assistant Auditor General for Wales, and David Rees,
Governance Manager, Wales Audit Office.
 

2. Major Capital Projects: The Committee will consider the March 2017 Major
Capital Projects Progress Update.
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Public Audit and Post-legislative Scrutiny Committee 

15th Meeting, 2017 (Session 5), Thursday 1 June 2017 

National Fraud Initiative – post-legislative scrutiny 
 

Written submissions  
 

Introduction 

1. At its meeting on 1 December 2016, the Committee took evidence from Audit 
Scotland on the National Fraud Initiative (NFI)1. The Committee agreed to 
consider the legislation underpinning the NFI2 as part of its post-legislative 
scrutiny remit, and to begin its consideration by issuing a call for evidence. 
 

2. The Committee issued a call for evidence on 1 February 2017, which asked 
for responses to three key questions: 
 

• What have been the benefits, financial and otherwise, of putting the 
NFI on a statutory footing? 

• Could the legislation be strengthened in any way? 
• Should participation in the NFI be improved? Are there any bodies who 

do not participate in the NFI who should do so? 
 

3. The purpose of today’s evidence sessions is to hear from both those who 
participate in and those who conduct the NFI exercise, in order to identify 
whether changes are required to the legislation underpinning the NFI, or 
whether its operation could be improved.  
 

4. At this week’s meeting, the Committee will take evidence from two panels— 
 

• Panel One: Aberdeen City Council, Midlothian Council, Moray Council 
and South Lanarkshire Council; 

• Panel Two: Audit Scotland, the Cabinet Office, the Northern Ireland 
Audit Office and the Wales Audit Office.  

 
5. The submissions from each organisation are attached as Annexes A-H in the 

order they are listed above; all the other written submissions received can be 
read here. 
 

6. The Committee will next take evidence on this topic from the Scottish 
Government on 15 June. 

                                                           
1 http://www.parliament.scot/parliamentarybusiness/report.aspx?r=10668&mode=pdf  
2 Section 97 of the Criminal Justice and Licensing (Scotland) Act 2010 -  
http://www.legislation.gov.uk/asp/2010/13/section/97/enacted  

http://www.parliament.scot/S5_Public_Audit/Callforwrittensubs.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/104552.aspx
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=10668&mode=pdf
http://www.legislation.gov.uk/asp/2010/13/section/97/enacted
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The Aberdeen City Context 

Aberdeen is a unique place in Scotland.  Though the City has benefited from the 
prosperity brought by the oil and gas industry, now that the rest of the UK economy 
is recovering from recession, Aberdeen is experiencing a decline due to the drop in 
the price of oil.  This is compounded by pressures on infrastructure, connectivity, 
housing and skills.  The effects of this include job losses, falling property prices and 
loss of custom. 

Despite this decline, Aberdeen City continues to make a significant exchequer 
contribution to Scotland and the UK and this is expected to continue into the future.   

Through our Regional Economic Strategy the City / Region is continuing to support 
the oil & gas industry, but also taking a more sustainable, diversified approach by 
attracting non-oil business.  The City Council is also leading the largest regeneration 
programme ever seen in Aberdeen to support vastly improved transport, connectivity 
and investment in the city centre. 

The Council is committed to working in partnership, both with other organisations as 
well as directly with communities themselves, to support the people of Aberdeen to 
prosper, no matter their social circumstances.  We want Aberdeen to be a city where 
there is equality of outcomes and opportunities for all irrespective of their 
circumstances. 
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Call for evidence on the Section 97 Criminal Justice & 
Licensing (Scotland) Act 2010 

National Fraud Initiative – Post Legislative Scrutiny 

1. What have been the benefits, financial and otherwise, of putting the
National Fraud Initiative on a statutory footing?

Answer – The Criminal Justice and Licensing (Scotland) Act 2010 allows
Audit Scotland to request data from participating bodies, but it does not place
a requirement on Councils or other public organisations to review, and take
appropriate action, following the data match process. Aberdeen City Council
is self-regulating in respect of its counter fraud activities. Where fraud has
occurred it is important to stop the fraud as soon as possible and look at
whether weak controls have been exploited. The National Fraud Initiative is a
valuable resource to help reduce the risk and actual fraud within the City.

All public bodies are under increasing financial pressure to deliver services
and provide best value at a time where there is much more public and media
scrutiny of our processes.  During 2014/2015 many Scottish Local Authorities
decided to transfer their investigation teams to the Department for Work and
Pension Single Fraud Investigation Service to investigate Housing Benefit
Fraud. Aberdeen City Council decided to retain their staff and created a
Corporate Investigation Team.  The National Fraud Initiative is a valuable
resource to help reduce the risk and actual fraud, however, there needs to be
an appropriate and suitable response program in place to manage the
referrals generated. If this is not in place there is a risk that some public
authorities may not attach as much importance to the issue as others resulting
in various levels of compliance. As intimated by Audit Scotland in their
submission to the Public Audit and Post Legislative Scrutiny Committee on 1
December 2016, they are limited to applying pressure and publicity against
public bodies who do not act within the spirit of the National Fraud Initiative.

2. Could the legislation be strengthened in any way?

Answer – As part of the Protecting the Public Purse agenda, the Department
for Work and Pensions regularly undertake data matching using legislation
specifically in relation to benefit recipients. The Social Security Administration
Act 1992(as amended), Social Security Fraud Act (2001) and Welfare Reform
Act (2007)  all contain measures to help reduce incidences of fraud by
allowing authorised and trained investigators to obtain information from data
holders. There is currently a lack of legislative authority to support Local
Authority Counter Fraud Staff in their role which impacts on their ability to
obtain meaningful sanctions or refer cases for criminal proceedings. This also
acts as a barrier to committing to the principles of the Scottish Government’s
Counter Fraud Strategy.

PAPLS/S5/17/15/1 
ANNEXE A



Public Audit and Post-Legislative Scrutiny Committee 

National Fraud Initiative 

Submission from Aberdeen City Council 

3 

Consideration should be given to strengthening, or creating new legislation, to 
allow authorised and trained Local Authority investigators to be able to refer 
cases under statute to the Crown Office Procurator Fiscal Service for criminal 
prosecution.  The Scottish Local Authority Investigators Group (SLAIG) would 
be able to advise further on this. 

Data held by Her Majesty’s Revenue and Customs (HMRC) should be made 
available to Audit Scotland to allow for a wider range of matches. One of the 
data matches relates to employees who may be committing employment fraud 
by failing to work their contracted hours because they are employed 
elsewhere, or are taking long-term sickness absence from one employer and 
working for another employer at the same time. Whilst recognising the value 
in this information it is limited in that it does not take into account an employee 
who may be working in a non-public authority e.g. an individual may also be 
employed by a retailer which would not show in this report.  Instead of solely 
matching data against public bodies’ consideration should be given to 
matching this information against HMRC data. This wider scope would likely 
require legislative changes, however, it would allow more potential frauds to 
be identified. 

Audit Scotland, in consultation with data providers, should be able to vary the 
frequency and timing of the exercise.  This could result in data being provided 
more often which would not only allow potential frauds to be addressed 
earlier, but would ease the administrative and investigative burden. Housing 
Benefit and Council Tax data generate the most matches, but these matches 
are released in January which corresponds with the busiest time for these 
teams as preparations are being made for annual billing.  Consideration 
should be given to changing the timing of the releases until after April as this 
would allow resources to be allocated to these particular matches sooner.  

3. Should participation in the National Fraud Initiative be improved? Are
there any bodies who do not participate in the National Fraud Initiative
who should do so?

Answer – Data held by credit reference agencies could be useful; however
this information can become out dated very quickly. Consideration should be
given to empowering Audit Scotland to be able to request employee data from
private companies which are undertaking projects on behalf of or in
conjunction with a council above a specified contract value e.g. £1m. In
Aberdeen, for example, a construction firm are the official developers for the
new Aberdeen Exhibition Centre with an estimated spend of £333million.
While a main contractor will subcontract the work, contractual agreements can
be put in place to ensure the same level of compliance with any
subcontractors.
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ANNEXE A



Public Audit and Post-Legislative Scrutiny Committee 

National Fraud Initiative 

Submission from Aberdeen City Council 

4 

4. Are there any other issues you would like to raise in connection to this
particular part of the legislation?

Answer – Data is uploaded to the NFI website around September/October
but the results are not available until January meaning the results are already
out of date.

Staff are required to manually review each data match by comparing the
information against current information held. Due to the volume of matches
and the delay in receiving the data match there are many occasions where
the data anomaly has already been corrected.

For example, data is uploaded to the NFI site on 5 September 2016. On 15
September 2016 the service user has reported a change which is input into
the relevant system.  As the data was uploaded on 5 September 2016 it will
show a discrepancy when the match is made available in January 2017.  The
only way to check the current status is to manually check the relevant IT
systems then update the NFI database.  It would be a more efficient use of
resources if, when the data is made available, it could be downloaded and a
further data match undertaken at the Council which would remove the cases
which had already been actioned.

A more efficient method of managing the project would be if the data upload
and resulting matches occurred more frequently.  In January 2017 Aberdeen
City Council received 4,029 matches. Despite our best efforts it will take
several months to review these and with each passing day there is the risk
that the fraud will continue.

The NFI provides two additional functions; recheck data and appcheck.  It is
recognised that these tools are available to support the anti-fraud community,
however, the Council is required to pay to use the appcheck tool.
Consideration should be given to providing this service free of charge in order
to encourage greater participation. It is reasonable to suggest that some
Councils, for example where anti-fraud measures are given higher priority,
may want to spend this money whereas other Councils, while having a
commitment to the NFI, cannot afford it.

Consideration should also be given to developing a Scottish wide advertising
campaign.  Each participating body would be given access to a series of
templates which could be individually tailored to allow contact details to be
printed on them. These could be placed in libraries, community centres,
council buildings and on websites. Not only would this increase public
awareness, it should act as a deterrent in that potential fraudsters would see
the number of public bodies that are participating.

PAPLS/S5/17/15/1 
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Response to call for written submissions S97 of Criminal Justice and Licensing Act 
(Scotland) 2010 

• What have been the benefits, financial and otherwise, of putting the National Fraud
Initiative on a statutory footing?

• There has been an improvement in compliance as all bodies are now required
to take part in the initiative. The data protection implications are also clearer
thus providing assurance to bodies over the sharing of personal information.

• Could the legislation be strengthened in any way?
• Council’s investigation powers could be strengthened under the act. The

Authorised Officer powers under the Social Security Administration Act 1992
used to allow Benefit Fraud Investigators to request information from
employers, financial institutions etc. Following the transfer of benefit fraud
investigations to the SFIS, Local Authority Corporate Fraud Investigators no
longer have these powers.

• There is no legislation in Scotland to pursue social housing fraud uncovered
by NFI matching. In England, the Prevention of Social Housing Fraud Act
2013 makes subletting and parting with possession of a social housing
property a criminal offence.

• Should participation in the National Fraud Initiative be improved? Are there any
bodies who do not participate in the National Fraud Initiative who should do so?

• Other bodies that could participate include: Housing Associations and
government bodies such as HMRC, DVLA and TV Licensing

• Matches against Insurance companies’ address databases could be used to
confirm residence, rather than just claims information.

• Are there any other issues you would like to raise in connection to this particular part
of the legislation?

• The NFI exercise requires a lot of resource and returns have been diminishing
over past years.
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To consider whether: 

• The policy intentions of putting the NFI in Scotland on a statutory basis have
been realised,

• Any further policy or legislative changes are required to improve the
effectiveness of the National Fraud Initiative,

Questions 

Q: What have been the benefits financial and otherwise of putting the national fraud 
initiative on a statutory footing? 

A:  The statutory framework has provided certainty for participating bodies relating to 
the transfer of large volumes of data , including personal data, to a third party 
processor . The development of suitable protocols for doing so and the services 
secured from the Cabinet Office, specifically around co-ordinating data uploads, the 
matching of data and the return of matches in a regulated manner gives confidence 
to participants that data protection and information sharing issues have been fully 
considered in the framing of the legislation. 

The financial benefits have been direct where data matches have indicated error or 
other irregularity leading to recovery of funds. There have also been indirect benefits 
in that the legislation has obviated the need for individual participants to allocate 
resources to considering the legitimacy and legality of sharing data in this manner, 
thus simplifying the process.  

Q: Could the legislation be strengthened in any way? 

A:  The legislation as presently drafted appears fit for purpose, requiring mandatory 
participation by the main public bodies in Scotland in the submission of data. The 
discretionary element is the extent to which participating bodies check the returned 
matches. We believe this should remain discretionary to ensure that the level of 
checking is commensurate with the assessed risks arising from the matches. The 
nature of the data in scope means that many legitimate matches will be highlighted. 
Hence it is important, from a cost benefit perspective, that local discretion is retained 
in determining the extent to which matches should be investigated. In any event the 
rationale for checking processes is subject to review and comment by appointed 
external auditors.    
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Q: Should participation in the National Fraud Initiative be improved? Are there any 
bodies who do not participate in the National Fraud Initiative who should do so? 

A: To the extent that the principal public bodies in Scotland are included we have no 
specific comments to make on others who may usefully participate.  

Q: Are there any other issues you would like to raise in connection with this particular 
part of the legislation. 

A: There are no other issues we would wish to raise.  We believe the policy 
intentions of putting the NFI in Scotland on a statutory basis have been realised, by 
providing a means by which public bodies can assess the quality of data held within 
a range of operating systems.  

PAPLS/S5/17/15/1 
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I write with reference to your email of 1 February 2017 seeking a contribution to the 
post-legislative scrutiny exercise that is underway to examine Section 97 of the 
Criminal Justice and Licensing (Scotland) Act 2010 and to consider whether there 
are any improvements that could be made to the legislation underpinning the 
National Fraud Initiative (NFl). 
 
Specifically in respect to your questions, I would respond as follows: 
 
What have been the benefits, financial and otherwise, of putting the NFl on a 
statutory footing? 
 
South Lanarkshire Council has taken part in the NFl since its inception, 2004/2005 
for Housing Benefits and 2006/2007 for the full exercise. Putting the exercise on a 
statutory footing has not impacted upon South Lanarkshire Council's level of 
participation but it has increased the number of participants and therefore the 
number of data sets against which matches can be derived. This can be evidenced 
in the majority of matches identified within South Lanarkshire that consistently occur 
in the same areas, in the main, from data supplied by bodies external to the Council. 
 
Could the legislation be strengthened in any way? 
 
Organisations can choose not to participate in the NFl exercise but arrangements 
can still be considered satisfactory from an External Audit perspective if alternative 
processes are in place. Whilst alternative arrangements may be beneficial to specific 
bodies, this reduces the number of data sets and possibly the potential matches that 
would otherwise have been made. 
 
Within South Lanarkshire Council, the NFl exercise remains an effective and efficient 
datamatching service although, through time, the benefits of the NFl exercise are 
being impacted by the level of other pro-active work being undertaken to address 
fraud. Given Authorities are approaching corporate fraud in new ways the resulting 
reduction in matches may continue. 
 
Requiring full participation in the NFl exercise must be balanced with the benefit to 
individual bodies in developing local arrangements. Previous feedback has 
highlighted potential improvements could be made to the current NFl process, for 
example, moving to periodic matching throughout a year to improve the currency of 
the matches, allow potential frauds to be addressed earlier and to ease the 
administrative and investigative burden attached to participating in the NFl. 
 
Should participation in the NFl be improved? Are there any bodies who do not 
participate in the NFl who should do so? 
 
Data is separately provided by HM Revenue and Customs (HMRC) as part of Real 
Time Information that has allowed the Council to highlight overpayments in Housing 
Benefit claims linked to undeclared income. The incorporation of HMRC data within 
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NFl may allow other issues to be highlighted such as the identification of potential 
employee 'conflict of interests' given this would provide data outwith the Public 
Sector. 

Are there any other issues you would like to raise in connection to this particular part 
of the legislation? 

There are no other issues that South Lanarkshire Council would like to raise in 
connection with this particular part of the legislation. 

I trust this feedback is of some assistance but would be happy to provide further 
information if required. 

Yours sincerely 
Paul Manning 
Executive Director Finance and Corporate Resources 
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Response from Audit Scotland, 31 March 2017 

1. Audit Scotland welcomes the opportunity to respond to the call for evidence. 

2. Audit Scotland has undertaken the National Fraud Initiative (NFI) data matching exercises 
every two years since 2004/5. Audit Scotland remains committed to the exercises as we 
believe that they add considerable value for the public sector and have the potential to add 
more as devolved powers increase. The exercises have identified outcomes1 totalling £110 
million, help public bodies to prevent and detect fraud and error and provide the basis for 
regular public reports and consideration by Parliament. 

Brief history of NFI 

3. The Audit Commission developed the NFI in the mid 1990’s to enable local authorities in 
England to share data to help prevent and detect fraud in relation to housing benefit 
administration in particular.  

4. The Audit Commission assessed that auditors had powers to obtain a wide range of audit 
relevant data from local bodies and implied powers to match that data as part of their audit 
work. The implied powers were used to share data between bodies but not across national 
borders and the exercise rapidly expanded from housing benefit data to include payrolls, lists 
of deceased persons, pensions, council tax discounts and more recently failed asylum 
seekers, various licenses issued by councils and blue badges. 

5. Audit Scotland started to undertake NFI exercises working very closely with the Audit 
Commission from the early 2000’s and carried out the first full exercise in Scotland in 2004/5. 

6. It was seen that the legitimacy and efficiency of NFI would be strengthened by statutory 
backing which was provided, in England and Wales, through the Serious Crime Act 2007, and 
in Scotland the Criminal Justice and Licensing (Scotland) Act followed in 2010 which closely 
reflects the 2007 Act. 

7. With the abolition of the Audit Commission the Local Audit and Accountability Act 2014 
transferred responsibility for data matching exercises to Ministers in England and the Cabinet 
Office has taken on the role formerly undertaken by the Audit Commission using former Audit 
Commission staff. At the same time the scope of the National Fraud Initiative has gone 
beyond the biannual exercise and now includes more frequent voluntary exercises and real 
time, pre transaction, checking if bodies wish to access and pay for it. Audit Scotland does not 
undertake an active role in the real time matching beyond making bodies aware of its 
existence. 

                                                           
1 Outcome figures include amounts for fraud and error detected and also an estimate for those future losses 
that have been prevented. Estimates are included where it is reasonable to assume that fraud, 
overpayments and error would have continued undetected without the NFI data matching. 
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Role of Audit Scotland in NFI 

8. Audit Scotland co-ordinates NFI exercises by: 

• maintaining the statutory Code of Data Matching Practice 

• providing guidance and training for participating bodies 

• identifying participating bodies and requesting data to be submitted 

•  monitoring bodies access to data matches 

• encouraging bodies to record outcomes 

• requiring appointed auditors to consider and report on bodies' participation in the NFI 

• producing a national report on each exercise 

Audit Scotland also pays the costs of the third party that carries out the data matching and 
operates the associated software. 

9. Audited bodies are responsible for investigating individual matches and deciding the number 
and depth of investigations to be carried out. 

Roles and responsibilities for fraud prevention and detection arrangements 

10. The prevention and detection of fraud is a responsibility of management and those charged 
with governance. The arrangements for this will vary from body to body but will typically 
include: 

• anti fraud and corruption policies 

• awareness briefings for staff 

• systems of  internal controls that take account of  the potential for fraud to take place 

• arrangements for the investigation of suspected fraud 

• reporting arrangements to those charged with governance. 

11.  The NFI is therefore only one part of bodies’ overall arrangements in relation to fraud. 

Role of external audit in relation to fraud 

12. External auditors are required by International Standards on Auditing (ISAs) to identify and 
assess the risks of material misstatement of the financial statements due to fraud and to 
obtain sufficient appropriate audit evidence regarding the assessed risks through designing 
and implementing appropriate responses. 

13. The standards recognise that there is a risk that an audit will not identify fraud because fraud 
may involve sophisticated and carefully organised schemes to conceal it including forgery and 
may involve collusion within the organisation or with a third party. The standards specifically 
identify revenue recognition and management override of controls as particular risks. Public 
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sector guidance on the standards recognises that there are additional risks of fraud where 
public funds are paid out in areas such as grants and benefit claims. 

14. Audit Scotland's Code of Audit Practice requires auditors to consider wider scope areas 
including governance and transparency and financial management which would include a 
body's arrangements for the prevention and detection of fraud. Where significant issues are 
identified these will be reported to those charged with governance through the annual audit 
reports. 

15. In addition, the Auditor General has the ability to report to Parliament under section 22 of the 
Public Finance and Accountability (Scotland) Act 2000 on any matter relating to the accounts 
of a body within her remit. Such reports have included significant frauds such as the report on 
the 2009/10 audit of the National Library of Scotland here .  

Question 1 - What have been the benefits, financial and otherwise, of putting the National 
Fraud Initiative on a statutory footing? 

16. Audit Scotland publishes a report on each NFI exercise. The outcomes of the 2014/15 
exercise are set out in the report available here  and summarised below: 

• 104 bodies took part 

• £110 million of outcomes cumulatively including £16.8 million from the 2014/15 exercise 

• 4,846 council tax single person discounts cancelled 

• £4.6 million of pension outcomes identified 

• £3.0 million of housing benefit outcomes identified 

• 3,073 blue badges cancelled or flagged for future checks 

17. The direct financial outcomes almost certainly understate the benefits of the exercise as a 
result of the deterrent effect arising from the knowledge that the exercise is undertaken. 

18. Whilst the focus of the exercise is required to be fraud prevention and detection a significant 
number of outcomes recorded arise from errors or inaccuracies rather than proven fraud. 

19. Non-financial benefits of putting the NFI on a statutory footing  include: 

• Legislative certainty – with explicit legislation in other parts of the UK any lack of 
legislation in Scotland could have led to challenge to the legality of the exercise 

• Increased legitimacy arising from Parliamentary endorsement of data matching to prevent 
fraud 

• Ability to match data across geographical boundaries within the UK which was not 
considered to be permissible using only implied audit powers 
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20. The stated policy objective of the 2010 act was "To ensure Audit Scotland can continue their 
efforts to match data to prevent and detect fraud in the public sector". We believe that the 
objective has been met as demonstrated by the outcomes from the NFI exercises. 

Question 2 – Could the legislation be strengthened in any way? 

21. The legislation already mandates participation and provides for fines on conviction for bodies 
that do not provide information. To date Audit Scotland has sought to work with bodies to 
persuade them of the benefit of submitting data rather than resorting to the threat of 
prosecution. One of the reasons for taking this approach is that successful data matching 
goes beyond the provision of data and includes the active consideration of matches, which is 
not something that can easily be mandated.  

22. We also bear in mind that there may be very little direct benefit of participation for some 
individual bodies, since the benefit may accrue to another body on the other side of a data 
match. This is one of the reasons why Audit Scotland does not make a charge for participation 
in the NFI exercises. 

Purposes of data matching 

23. The legislation across the UK permits ministers to add to the list of public bodies which can be 
required to take part in the exercise. In England the legislation also permits ministers to add to 
the purposes for which data matching can be carried out using secondary legislation. These 
additional purposes are: 

• to assist in the prevention and detection of errors and inaccuracies. 

• to assist in the recovery of debt owing to public bodies 

24. It would be helpful in increasing the usefulness of NFI exercises if those specific purposes 
were included in any revised Scottish legislation to enable Scottish Ministers to activate them. 

Electoral roll data 

25. There has been doubt about the right of Audit Scotland to request data from the electoral roll. 
Electoral legislation restricts the bodies to which electronic copies of the register can be 
provided. There are different legal views as to whether electoral law allows electronic copies 
of the register to be provided for data matching purposes. Thirty out of 32 Scottish councils 
provide electoral register data, as do all councils in England where the legislation is very 
similar. It would be useful to clarify the power to request electoral roll information in any 
change to the legislation.  
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Question 3 – Should participation in the National Fraud Initiative be improved? Are there 
any bodies who do not participate in the National Fraud Initiative who should do so? 

26. The bodies that are required to take part if asked are those where the auditor is appointed by 
the Auditor General or the Accounts Commission. The main public bodies that are excluded 
through this definition are those public bodies where the Auditor General or the Accounts 
Commission do not appoint the auditor such as: 

• Caledonian MacBrayne and Highlands & Islands Airports 

• Scottish Futures Trust 

• Local government ALEO’s (although some provide data voluntarily) 

• Subsidiary companies of public bodies 

27. The current participation rate for bodies asked to take part is very high in terms of providing 
core mandatory data sets. 

28. Universities and private sector suppliers of public services eg private prisons, are also not 
required to take part although they could participate voluntarily if they wished. 

29. Given the changing way in which public services are being delivered it might be helpful if the 
definition of bodies required to participate was widened to include some of the above or if 
Scottish Ministers used their power to add to the list of bodies that may be required to take 
part.  

Question 4 – Are there any other issues you would like to raise in connection to this 
particular part of the legislation? 

30. The further devolution of powers provided under the Scotland Acts 2012 and 2016 mean that 
Scotland now has the power to administer devolved taxes and certain social security benefits. 
These new activities will provide opportunities to extend the scope and impact of the NFI 
exercises. Audit Scotland is engaging with the Scottish Government to ensure that appropriate 
consideration is given to including these activities within the scope of the NFI. At this stage we 
do not consider that any changes need to be made to the data matching legislation. 
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The Cabinet Office NFI Team welcomes the opportunity to respond to the call for 
evidence. 

Question 1: What have been the benefits, financial and otherwise, of putting 
the National Fraud Initiative on a statutory footing? 

Putting the NFI on a statutory footing in Scotland, and mirroring this across the UK, 
has enabled a more effective drive to prevent and detect fraud and error. It has 
provided a clear legal basis and enabled data to be combined across the UK to the 
benefit of the public purse across the whole UK. 

The powers have been used effectively to undertake batch data matching to detect 
fraud and prevent any further losses from this fraud.  

The fact that the powers allow for data provision to be mandated has allowed the 
data to be required from organisations. This is vital to ensuring that 100% (or as near 
as possible to 100%) of key datasets have been supplied. This is important as, the 
value of the data matching, and therefore the levels of fraud prevented and detected, 
increases as you move towards 100% data capture.  

The positive results of the NFI have been clearly set out in the national reports of 
Audit Scotland on the NFI who have reported cumulative outcomes from the NFI in 
Scotland of £110.6 million. Across the UK the cumulative total is now £1.39 billion. 

We fully support the continuation of the NFI under statutory powers. 

Question2: Could the legislation be strengthened in any way? 
Follow up of data matches 

Currently while the data can be required the legislation does not allow for 
circumstances where those organisations do not take effective action to follow up 
and stop the fraud detected by the NFI. This means fraud continues. This weakness 
is partially offset by linking the NFI in Scotland to the audit regime, Audit Scotland, as 
the statutory external auditor is better placed than most to influence good practice at 
audited and inspected bodies. 

 
The options to address this would seem to be extending the powers to: 

1. introduce a mandatory duty for all bodies in scope to provide data to follow up 
the resulting data matches and report back; or 

2. enable specific follow up action(s) to be required of specific organisation(s), 
within a specified timeframe, in circumstances where their follow up approach 
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was considered ineffective and highly likely to allow existing fraud to continue. 
Again this would be linked to a duty to action and report back. 

Option 2 would also be restricted to those bodies that can be required to provide 
data. The details of the mandatory follow up actions would be determined on a case 
by case basis and would aim to address the significant weakness in the follow up 
approach that has been identified.  

If either option was adopted consideration would need to be given to associate 
penalties which could be levied in the event of non-compliance. The main options we 
see would be levying meaningful monetary fines (ie significant enough to act as a 
deterrent), publishing details of non-compliance and/or reporting them to parliament. 

Alternatively it may be possible to consider strengthening the Code of Data Matching 
Practice or the Code of Audit Practice to more specifically address the issue of 
following up the NFI data matches. 

Purposes 

The permitted purposes could be extended to cover error and inaccuracies. 
Currently the powers allow fraud to be targeted, with error and inaccuracies a natural 
by product. They do not allow for data matching where the primary purpose is to 
detect and prevent error. An example where this could be useful would be GP 
registrations where, although not fraud, error can mean patients are incorrectly 
registered with GPs. Not only would this lead to payments from these errors but it 
may also mean the correct GP does not have access to a patient's medical records. 

Question 3: Should participation in the National Fraud Initiative be improved? 
Are there any bodies who do not participate in the National Fraud Initiative 
who should do so? 

The bodies that are required to take part if asked are those where the auditor is 
appointed by the Auditor General or the Accounts Commission. This does not 
include all public bodies. Consideration could be given to extending those bodies 
who can be required to provide data to all public bodies, or all organisations 
providing public services to be mandated. For example, Housing Associations 
provide 47 % of social housing in Scotland. The inclusion this data in the NFI would 
help prevent and detect social housing fraud in Scotland and the wider UK. Currently 
while local authorities are mandated to provide social housing tenants data, other 
social housing providers are not. While a small number of housing associations 
across the UK do provide data on a voluntary basis the fact that the significant 
proportion elect not to impacts on the ability of the NFI to spot frauds, for example 
tenancy fraud where a person has multiple social housing properties and is 
subletting one or more unlawfully.  
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Question 4 – Are there any other issues you would like to raise in connection 
to this particular part of the legislation? 

The focus to date has been on detecting fraud already present in systems, for 
example fraudulent housing benefit payments. Going forward we would encourage 
that, alongside this existing focus, more emphasis is given to looking to use the data 
matching powers to prevent fraudulent claims for public services and/or employment 
being successful. To do this would require the use of data matching at the point of 
application. NFI already has this functionality but to maximise the benefits that this 
real time service could provide would require consideration as to how best to link the 
NFI into real time intelligence held by other organisations so as to ensure that the 
checks provided the most up to date intelligence available. Key organisations would 
include local and central government, eg HMRC and DWP, plus private sector 
organisations like credit reference agencies. 
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• What have been the benefits, financial and otherwise, of putting the National 

Fraud Initiative on a statutory footing? 
 
Data matching legislation in Northern Ireland, as in Scotland, England and Wales, 
provides a clear statutory footing which requires the majority of public sector 
organisations to provide their key data for matching purposes.  Being able to 
mandate data in this way helps ensure a significant level of data capture which in 
turn boosts the level of fraud that can be detected and/or prevented. 
 
Since 1996, the NFI has realised over £1.1 billion savings nationally.  This has only 
been possible because of the clear legal basis for the exercise, which includes 
arrangements for matching data across the four countries.    
 
NIAO believes that the NFI should continue on a statutory footing. 
 

• Could the legislation be strengthened in any way? 
 
There are two potential ways in which the legislation could be strengthened: 

• extend the purposes for which data matching can be carried out; and/or 
• mandate follow-up of matches by organisations. 

 
Purposes 
There are legislative differences in the data matching powers of England, Scotland, 
Wales and Northern Ireland.  Our understanding is that under current legislation, 
Scotland cannot extend its data matching powers to include debt recovery (this can 
be added under E, W and NI legislation) or errors and inaccuracies (this can be 
added under English legislation).   Such extensions would potentially provide greater 
outcomes.  
 
Follow-up 
While organisations can be mandated to provide their data, current legislation does 
not require them to take any specified follow-up action in relation to the data matches 
they receive.   
 
Data matches highlight an inconsistency which could indicate fraud or error.  
Logically, therefore, the more follow-up and investigation of matches that is 
undertaken, the more outcomes there are likely to be. 
 
There is, however, a balance to be struck between little or no effective follow-up by 
organisations and mandating organisations to look at all matches (which could cause 
significant resourcing issues for many organisations).  Currently, the general 
approach adopted is a collaborative one, whereby organisations are encouraged to 
review and investigate a targeted sample of matches based on identified fraud risks.  
NIAO (and Audit Scotland), as statutory external auditors, can challenge those 
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organisations which do not adopt a proportionate, risk-based approach to their NFI 
work.   
 
NIAO would have reservations about extending the legislation to include the 
mandatory follow-up of matches.  It may, however, be possible to introduce a limited 
power which would enable the statutory auditors to require action in certain defined 
circumstances.    
 

• Should participation in the National Fraud Initiative be improved?   Are there 
any bodies who do not participate in the National Fraud Initiative who should 
do so?  
 
The NI Comptroller and Auditor General and the Local Government Auditor can 
mandate participation in the NFI by those organisations for which they have audit 
responsibility.  There are other organisations which receive significant sums of public 
money but because there is no audit relationship, there is no power to mandate 
participation.   
 
Organisations can choose to participate voluntarily and in Northern Ireland, for 
example, three of the largest housing associations (which receive significant public 
money) participate on this basis. 
 
There may be a case for extending the coverage of the NFI to include, on a 
mandatory basis, organisations which receive significant amounts of public money 
even though they are not audited by the Comptroller and Auditor General and the 
Local Government Auditor (and equivalent in Scotland). 
 
A further improvement would be an increased emphasis on preventative measures, 
for example by way of real time data matching.  This is aimed at preventing fraud 
getting into the system in the first place, rather than detecting it after it has occurred, 
and is potentially a more efficient and effective way of tackling fraud.  
 
This area of NFI functionality continues to be developed.  The value of real time data 
matching would be significantly increased if key datasets, such as those held by 
HMRC, were available to the NFI.  
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Public Audit and Post-Legislative Scrutiny Committee - Call for 
evidence - Post legislative scrutiny - National Fraud Initiative 

Response from the Auditor General for Wales, 31 March 2017 

1. The Auditor General for Wales (Auditor General) is the statutory auditor of public bodies in
Wales and is empowered under Part 3A of the Public Audit (Wales) Act 2004 (the Act) to
undertake data-matching exercises for the purposes of preventing and detecting fraud. The
Auditor General has chosen to exercise this power to collaborate with Audit Scotland, the
Cabinet Office and the Comptroller and Auditor General for Northern Ireland in running the
National Fraud Initiative as a single data-matching exercise across the four national
jurisdictions. The Auditor General is able to mandate that Welsh local authorities (including
police and fire bodies) and NHS organisations participate in data-matching exercises
undertaken under the Act. He has mandated that all principal local authorities and NHS bodies
in Wales participate in NFI. The Welsh Government, several Welsh Government Sponsored
Bodies, the Wales Audit Office and some Welsh housing associations participate in NFI on a
voluntary basis.

2. The Auditor General welcomes the opportunity to provide evidence to the Scottish
Parliament's Public Audit and Post-legislative Scrutiny Committee for its post legislative
scrutiny of the National Fraud Initiative.

Responses to Consultation Questions 

Question 1 - What have been the benefits, financial and otherwise, of putting the National 
Fraud Initiative on a statutory footing? 

3. The NFI has been placed on a similar statutory footing on Scotland, Wales, England and
Northern Ireland.  One of the key benefits of this is that it is possible to conduct NFI (and other
data-matching exercises) across geographical boundaries. This is important because those
who perpetrate fraud often do so across organisational and national boundaries.

4. The statutory power to mandate certain organisations to provide specified data to NFI has
been crucial to the success of the exercise.  NFI involves matching data both within and
across organisations. If certain organisations do not provide data it diminishes the
effectiveness of the exercise for all other participants. In Wales, the Auditor General’s power
to mandate the provision of data has meant that almost 100% of the mandated data has been
provided.

5. This collaborative approach to data-matching, exercised through NFI has delivered very
significant financial benefits in the fight against fraud, preventing and detecting fraud and error
amounting to £1.39 billion across the four nations since the exercise began.

6. The legislation in each national jurisdiction is closely aligned and in consequence there are
few difficulties in collaboration.  Audit Scotland, the Cabinet Office and the Comptroller and
Auditor General for Northern Ireland are in the main able to match the same data for the same

Public Audit and Post-Legislative Scrutiny Committee 
National Fraud Initiative  
Submission from the Auditor General for Wales
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purpose. If the legislative powers were significantly different it would present a major obstacle 
to running the NFI as a UK-wide exercise. This would impact on the opportunities that exist to 
collaborate and result in duplication of development and operational costs. This would impact 
disproportionately on the smaller nations. 

Question 2 - Could the legislation be strengthened in any way? 

7. Whilst statutory data-matching powers are broadly similar across Scotland, Wales, England
and Northern Ireland they are not identical.  Data matching legislation in England includes
provision for the Cabinet Office to undertake data-matching exercises for the purposes of
identifying errors and inaccuracies.  Extending the legislation in Scotland to enable Audit
Scotland to data-match for the purposes of identifying error and inaccuracies has significant
potential to support public bodies reducing losses as a consequence of erroneous award of
benefits and services. This could deliver significant financial savings to the public purse. The
Auditor General intends to seek an extension of the data matching legislation in Wales to
include identification of errors and inaccuracies as a specified purpose of a statutory data-
matching exercise.

8. Whilst data-matching legislation enables Audit Scotland, the Cabinet Office and the
Comptroller and Auditor General for Northern Ireland to mandate that specified bodies provide
data for NFI data-matching, the legislation does not require these bodies to take action to
address anomalies identified through data-matching which could be due to fraud. The Audit
General has found tin Wales that there is significant variation in the action taken by public
bodies to follow up the data-matches. It may be possible to strengthen the legislation to
require all bodies who can be mandated to provide data to follow up the resulting data
matches and report on the actions they have taken.

Question 3 - Should participation in the National Fraud Initiative be improved? Are there any 
bodies who do not participate in the National Fraud Initiative who should do so? 

9. NFI has been a successful tool in combatting fraud within social housing.  Whilst local
authorities which hold housing stock are mandated to provide housing stock and tenancy data
for NFI data-matching, much of the social housing stock is held by housing associations which
are not mandated to provide data. Whilst some housing associations provide data to NFI on a
voluntary basis, the majority do not.  Extending the legislation to allow housing associations to
be mandated to provide data would significantly increase the potential for identifying tenancy
fraud and returning fraudulently occupied units of social housing to legitimate occupation.

Public Audit and Post-Legislative Scrutiny Committee 
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Public Audit and Post-legislative Scrutiny Committee 

15th Meeting, 2017 (Session 5), Thursday 1 June 2017 

Major Capital Projects Update 

 

Introduction  

1. The Scottish Government provides the Committee with biannual updates on 
major capital projects (MCP). The latest update, which is available via this link, 
covers the six month period ending March 2017. 

Background  

2. The Scottish Government began providing six-monthly MCP updates in 2009, 
in response to recommendations contained in the Public Audit Committee’s 
report Major Capital Projects. 
 

3. The Committee is free simply to note the latest update or it could take oral 
evidence if members consider there is a need to do so. In making that 
decision, members may find it particularly useful to consult page 61 of the 
latest update, which sets out ‘Notable events relating to major projects within 
Annex B since last update in October 2016’. As the title suggests, however, 
not every change is recorded on that page; Annex B of the update separately 
notes other developments in relation to specific projects1. 
 

4. It is also worth highlighting that the Rural Economy and Connectivity 
Committee has taken or plans to take oral evidence in relation to various 
transport projects described in the update particularly those major projects 
that have been subject to a delay in delivery2.  
  

Requests for further information   
 

5. In November 2016, the Committee took oral evidence on the previous MCP 
update from Scottish Government, Scottish Futures Trust and Transport 

                                                           
1 For example, see p39 on NHS Orkney New Hospital and Healthcare Facilities; page 34 on A737 
Dalry Bypass; page 41 on Edinburgh Glasgow Improvement Programme; and page 31 on the Forth 
Replacement Crossing. 
2 For example, the committee has received updates on the Forth Replacement Crossing Project and 
receives regular updates from the Cabinet Secretary on Major transport infrastructure projects in 
general. 

http://www.parliament.scot/S5_Public_Audit/General%20Documents/Major_Capital_Pro....pdf
http://archive.scottish.parliament.uk/s3/committees/publicAudit/reports-09/paur09-03.htm
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Scotland officials. The Official Report of that meeting and the follow up 
information requested by members can be found here.3  
 

6. Members suggested that future updates could usefully provide  information on 
the amount of private sector investment being leveraged by public sector 
investment. The Committee also agreed to ask Audit Scotland whether it had 
any suggestions for possible inclusion in future updates. The Auditor 
General’s reply is contained in the annexe; as members will see, it makes 
three further proposals which can be summarised as follows— 
  
• develop the public reporting of changes over the lifetime of major capital 

projects by capturing all changes to a project's cost, timing and scope in 
the document; 

• where relevant, set the progress of individual projects within the context of 
an overall programme by including more commentary on the wider 
progress of those programmes (the example provided relates to the  A9 
dualling programme); 

• Given the introduction of new borrowing powers for the Scottish 
Government and the possible implications arising from the Office for 
National Statistics' decision to reclassify the Aberdeen Western Peripheral 
Route as a public sector project, provide a summary detailing how projects 
are being financed. This would allow an assessment over time on whether 
the balance between different financing methods is changing.  

Decision   

7. The Committee is invited to agree to— 
• note the latest MCP update; 
• write to the Scottish Government to request that future updates contain the 

information summarised above.  

                                                           
3 http://www.parliament.scot/S5_Public_Audit/Official_Report_24_November.pdf  

http://www.parliament.scot/S5_Public_Audit/Official_Report_24_November.pdf
http://www.parliament.scot/S5_Public_Audit/Official_Report_24_November.pdf
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www.audit-scotland.gov.uk 

Mr Terry Shevlin 
Clerk 
Public Audit and Post-Legislative Scrutiny Committee 
Scottish Parliament 
EDINBURGH 
EH99 1SP 

27 February 2017 

Dear Mr Shevlin 

Major Capital Projects 

Thank you for your letter of 17 February 2017, inviting me to comment on the format of the Scottish 
Government's update paper on the progress of major capital projects. 

As you are probably aware, the Scottish Government began providing six-monthly update reports to the 
Public Audit Committee on the progress of major capital projects in 2009. In December 2013, the Scottish 
Government worked with Audit Scotland and the clerk to the Public Audit Committee to revise the format of 
the update. The Public Audit Committee first considered the new style of update at its meeting of 2 April 
2014. I subsequently wrote to the Committee in May 2014 and November 2014 expressing my views on the 
new format. 

Management of the Scottish public finances will fundamentally change as the new tax, spending and 
borrowing powers provided for in the Scotland Act 2016 are delivered. Scotland's budget is becoming 
increasingly complex, and subject to greater uncertainty and volatility than when the block grant from the UK 
Government was relatively fixed. This strengthens the case for effective monitoring of the implementation of 
the Scottish Government’s financial plans. Information to support this includes both regular in-year 
government reporting – such as the six-monthly update on the progress of major capital projects – and 
audited information included in the annual accounts of the Scottish Government and other public bodies. 

The six-monthly update provides a vital means of exercising accountability, openness and 
transparency over capital investment in Scotland. The revised format comprises: 

 Annex A detailing all projects with a capital value of £20 million or more where the Scottish
Government has a lead role in procurement or funding. Information is provided in respect of each
project on the estimated total capital investment, how the project is being funded and procured,
and the current project status, together with progress against key dates (project advertised to
market, construction start, and operational/service start).

 Annex B detailing all projects within the Infrastructure Investment Plan that have progressed
beyond outline business case. Information is provided on the progress of each project to date
and its expected contribution to local economic development. As might be expected, all the
projects listed in Annex B also appear in Annex A.

The revised format of the update has a number of advantages over its predecessors: 

 The lower threshold value of £20 million is consistent with the Scottish Government's other
reporting on the progress of major capital projects, and means that information on more projects
than previously is being made available directly to the Public Audit and Post-Legislative Scrutiny
Committee.
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 More information is being made available about individual hub projects that previously. While the
£20 million threshold means that some of the schools projects listed in the project pipeline report
are excluded from the update, these are of relatively small value.

 In keeping with one of my recommendations in Scotland's key transport infrastructure projects,
links are now provided to a Scottish Government webpage detailing the annual unitary payment
charges to be paid by public sector bodies for services agreed for those revenue funded projects
where contracts have been signed. This information will be particularly helpful in monitoring the
Scottish Government's commitment to cap its future revenue payments from all revenue-financed
investment projects to a maximum of five per cent of its expected annual capital and revenue
DEL budget.

Having read the Official Report of the Public Audit and Post-Legislative Scrutiny Committee's meeting 
of 24 November 2016 where evidence on the latest update report was taken from the Scottish 
Government and others, I agree there is scope for the Scottish Government to go further in the level 
of detail provided in the update: 

 In my letter of 26 November 2014 to the Convenor of the Public Audit Committee I considered
there was scope to develop the public reporting of changes over the lifetime of major capital
projects. While Annex B of the current update provides some information on changes to
individual projects' costs and timetables compared to the previous update, I remain concerned
that all changes to a project's cost, timing and scope are not necessarily captured in the same
document.

 Certain of the projects listed form part of an overall programme of investment. For example, the
A9 Kincraig to Dalraddy forms part of the overall A9 dualling programme. It may be helpful if,
where relevant, the progress of individual projects could be set in the context of an overall
programme by including more commentary on the wider progress of those programmes.

 Given the recent introduction of new borrowing powers for the Scottish Government and the
possible implications arising from the Office for National Statistics' decision to reclassify the
Aberdeen Western Peripheral Route as a public sector project, it may be helpful in the update
report contained a summary detailing how projects are being financed. This would allow an
assessment over time on whether the balance between different financing methods is changing.

I also note Alyson Stafford's offer to the Committee to look again at the scope to provide further 
information in the update report. I would like to suggest that Graeme Greenhill works with you and 
Scottish Government colleagues to consider how best this can happen. 

More generally, financial reporting requires continuing development as new tax and spending powers 
are implemented. The Permanent Secretary has recently shared1 the Scottish Government’s 
immediate plans in this area with the Committee. There will be a need for information on the use of 
the Government’s borrowing powers, and further consideration given to Parliament’s information 
needs at all stages of the budget cycle. Such matters are likely to feature in the Budget Process 
Review Group’s work. 

I hope the Committee will find these comments useful. 

Yours sincerely 

Caroline Gardner 
Auditor General for Scotland 

1
 http://www.parliament.scot/S5_Public_Audit/2016_11_02_Perm_Sec_response.pdf 
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