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National Fraud Initiative – Progress update 

From:  Ken Adamson, Audit and Risk Manager 

Email:  adamsonk@northlan.gov.uk Telephone: 01698 302188 

Executive Summary 

The purpose of this report is to enable elected members to review progress made by the Council in 
response to the 2018 NFI data matching exercise and those areas, identified by Internal Audit as 
requiring management action. 

The NFI is a data matching exercise, organised by Audit Scotland, which is undertaken every two 
years and is widely recognised as an important tool in detecting and preventing fraud. 

Internal Audit act as the key contact for NFI, undertaking initial checks on matches to identify and 
investigate any potentially sensitive cases, liaising with Services to raise awareness of the availability 
of matches, monitoring progress of Service reviews, reviewing matches in relation to payroll and 
creditors and assisting Services with investigations as required. 

Internal Audit’s assessment is that most Services have recognised the significance and benefit of 
the NFI process and have allocated appropriate resources to review and investigate their matches 
promptly and update the NFI database as appropriate.  To date, approximately £190,000 savings 
have been identified.  However, some areas for improvement have been identified in the quality of 
the data submitted and the investigation process undertaken by some Services and these are 
detailed at section 3 of the Internal Audit report at Appendix 1. 

 

Recommendations 

The Panel is invited to note the report. 

 

The Plan for North Lanarkshire:  

Priority:   All priorities 

Ambition statement All ambition statements 
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1. Background 

1.1 The NFI is a data matching exercise, organised by Audit Scotland, which is widely 
recognised as an important tool in detecting and preventing fraud.  It involves 
comparing data sets using criteria which allows the identification of inconsistencies and 
anomalies which may be indicative of possible fraud and/or error.  This information then 
enables public bodies to follow-up these matches on a targeted and prioritised basis to 
establish if fraud has occurred and to take appropriate action.  The Council is not 
expected to review and/or follow-up every match with matches or reports allocated a 
‘risk scoring’ based on a combination of the assessed likelihood of fraud occurring and 
the number of times an individual appears across the NFI data. 

1.2 Information in relation to payroll, housing, council tax reduction, blue badge parking 
permits, private residential care home residents, licenses, creditors and personal social 
care budgets was uploaded to the secure NFI database in October 2018, with the 
results received in January 2019.  The Council has a total of 16,055 matches across 
116 reports.  To date, 9,244 (57%) matches have been processed, resulting in 623 
errors with £105,982 savings identified.  Council tax single person discount and 
electoral register data was uploaded separately, and the results were received, in 
December 2018.  The Council has a total of 5,902 matches across two reports, with to 
date, 377 (6%) matches having been processed, resulting in 118 frauds and 33 errors 
and £85,770 savings identified. 

1.3 Internal Audit act as the key contact for NFI, undertaking initial checks on matches to 
identify and investigate any potentially sensitive cases, liaising with Services to raise 
awareness of the availability of matches, monitoring progress of Service reviews, 
reviewing matches in relation to payroll and creditors and assisting Services with 
investigations as required. 

1.4 The attached report (at Appendix 1) presents the results of Internal Audit’s review of 
progress to date in respect of the current NFI exercise. 

 

2. Equality and Diversity 

Fairer Scotland  No relevant issues identified 

Equality Impact Assessment No relevant issues identified 

 

3. Implications 

Financial impact   None identified 

HR/Policy/Legislative Impact None identified 

Environmental Impact  None identified 

Risk Impact    None identified 

 

4. Measures of success 

4.1 The Council is committed to high standards of financial management and corporate 
governance arrangements including the prevention and detection of fraud.  External 
Audit report to the Audit and Scrutiny Panel on their assessment of the Council’s 
engagement with the NFI process as part of their annual reporting arrangements. 

 

5. Supporting documents 

Appendix 1 – Internal Audit report on NFI 

 

 
Ken Adamson, Audit and Risk Manager 
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INTERNAL AUDIT REPORT 
 

NATIONAL FRAUD INITIATIVE (NFI) 
 

Contents   

1. Background 2. Progress of NFI matches 3. Findings and Recommendations 

Issued to:  Head of Financial Solutions and Head of Housing Solutions Copied to: Chief Executive, 

Executive Director - Enterprise and Communities, Head of People and Organisational Development and 

Head of Adult Social Work Services 
 

Headlines 

The purpose of this report was to review progress made by the Council in response to the 2018 NFI data 

matching exercise and to identify any areas requiring management action. 

The NFI is a data matching exercise, organised by Audit Scotland, which is undertaken every two years and 

is widely recognised as an important tool in detecting and preventing fraud.  It involves comparing data sets 

using criteria which allows the identification of inconsistencies and anomalies which may be indicative of 

possible fraud and/or error.  This information then enables public bodies to follow-up these matches on a 

targeted and prioritised basis to establish if fraud has occurred and to take appropriate action.  The Council is 

not expected to review and/or follow-up every match with matches or reports allocated a ‘risk scoring’ based 

on a combination of the assessed likelihood of fraud occurring and the number of times an individual appears 

across the NFI data. 

Information in relation to payroll, housing, council tax reduction, blue badge parking permits, private 

residential care home residents, licenses, creditors and personal social care budgets was uploaded by the 

Council to the secure NFI database in October 2018.  The results of the data matching exercise were received 

on 31 January 2019.  The Council has a total of 16,055 matches across 116 reports.  To date, 9,244 (57%) 

matches have been processed, resulting in 623 errors with £105,982 savings identified.  Council tax single 

person discount and electoral register data was uploaded separately, and the results were received, in 

December 2018.  The Council has a total of 5,902 matches across these two reports, with to date, 377 (6%) 

matches have been processed, resulting in 118 frauds and 33 errors and £85,770 savings identified. 

Internal Audit act as the key contact for NFI, undertaking initial checks on matches to identify and investigate 

any potentially sensitive cases, liaising with Services to raise awareness of the availability of matches, 

monitoring progress of Service reviews, reviewing matches in relation to payroll and creditors and assisting 

Services with investigations as required. 

We are pleased to report that most Services have recognised the significance and benefit of the NFI process 

and have allocated appropriate resources to review and investigate their matches promptly and update the NFI 

database as appropriate.  However, we have identified some areas for improvement in the quality of the data 

submitted and the investigation process undertaken by some Services and these are detailed at section 3 of 

this report.  In particular: 

 there are some issues with the quality of data held on HSMS as information does not accurately reflect 

movements in the household composition.  This has resulted in a large number of matches which has 

impacted on Housing Solutions, and due to conflicting priorities, progress in reviewing and investigating 

relevant matches has been slower than initially anticipated; and 

 there have been some delays in processing council tax single person discount matches. 

Report status FINAL Audit ref 0900/2020/002 Date issued 09/09/19 

Audit Team Lesley Armstrong (01698 302181) and Paula Hendry 
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1. Background 

1.1 The NFI is undertaken every two years and the Council has successfully participated since the first 

exercise in 2004.  The NFI is organised by Audit Scotland and is carried out by them under statutory 

powers added to the public Finance and Accountability (Scotland) Act 2000 by section 97 of the 

Criminal Justice and Licensing (Scotland) Act 2010. 

1.2 The NFI involves ‘data matching’ which is widely recognised as an important tool in detecting and 

preventing fraud and involves comparing data sets using criteria which allows the identification of 

inconsistencies and anomalies which may be indicative of possible fraud and/or error.  This information 

then enables public bodies to follow-up these matches on a targeted and prioritised basis to establish if 

fraud has occurred and to take appropriate action.  The NFI has become an important tool in the 

Council’s anti-fraud arrangements allowing investigative resources to be better targeted. 

1.3 Information in relation to payroll, housing (current tenants, right to buy and waiting lists), council tax 

reduction scheme, blue badge parking permits, private residential care home residents, licenses (taxi, 

street/market trader and personal alcohol), creditor payments and relevant standing data and personal 

social care budgets was uploaded by the Council to the secure NFI database in October 2018. 

1.4 Additionally, council tax single person discount and electoral register data was uploaded separately to 

the NFI database in December 2018. As the matches only relate to North Lanarkshire, they are made 

available shortly after submission. 

1.5 The results of the data matching exercise (excluding council tax single persons discount matches) were 

received on 31 January 2019 and the Council has a total of 16,055 matches across 116 reports.   

 

2. Progress of NFI matches 

2.1 Audit Scotland has indicated that they do not expect every match or report to be reviewed and has 

advised that bodies should prioritise matches.  As such, they have categorised the individual reports 

based on the quality of match (high, medium, address or information only), with ‘high’ reports being 

matched on National Insurance Number.  Additionally, all matches contained in reports have been 

allocated a ‘risk scoring’ based on a combination of the likelihood of fraud occurring and the number of 

times an individual appears across the NFI data.   

2.2 Given the high volume of matches received, there are limitations to the number of matches that can be 

reviewed with the resources available.  Services are responsible for determining a method for prioritising 

their matches for investigation, ensuring timely action and update of the NFI database.  This is generally 

done by taking into account the risk scoring allocated on the NFI database. 

2.3 To date, 9,244 (57%) matches have been processed, resulting in 623 errors with £105,982 savings.  A 

summary of the results by report type are detailed in the table below. 

Report Type 
Total 

Matches 
Processed 

In 

Progress 
Fraud Error Total Value 

Housing  Benefit 1,380 1,159 4 0 283 £81,794.01 

Council Tax Reduction 2,248 762 9 0 50 £19,860.22 

Payroll 106 99 7 0 0 £0 

Blue Badges 795 795 0 0 287 £0 

Private Residential Care 

Homes 

86 86 0 0 0 £0 

Personal Budgets 17 17 0 0 0 £0 

Creditors 6,620 6,010 26 0 3 £4,328.23 

Procurement 78 47 0 0 0 £0 

Housing Tenants 2,866 267 272 0 0 £0 

Right to Buy 2 2 0 0 0 £0 

Waiting List 1,857 0 0 0 0 £0 

Total 16,055 9,244 318 0 623 £105,982.46 
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2.4 Matches relating to housing benefit and council tax reduction have been dealt with by the Appeals and 

Adjudications team within Revenue Solutions.  The team prioritised the high risk reports relating to 

pensions and student loans as these generally offer the greatest potential for significant overpayments, 

and then reviewed payroll reports and other medium/low risk reports.  The review, which is almost 

complete, has identified overpayments of £101,654 which the Service intends to recover in full. 

2.5 Internal Audit assessed payroll to payroll matches where North Lanarkshire Council employees are also 

employed by other public sector organisations.  These matches are generally innocent, although public 

bodies have previously found such matches to be indicative of ‘ghost’ employees or individuals holding 

multiple employments whilst on sick leave with one of the bodies.  Review of these matches was 

prioritised and focused on North Lanarkshire employees earning more than £30,000 per annum and 

employees earning more than £5,000 per annum with both bodies.  No issues were identified.  The 

remaining matches were not selected for investigation as there is a lower risk of fraud or error given the 

smaller sums involved. 

2.6 Assessment of matches relating to residents of private residential care homes and clients in receipt of 

personal budgets whom central government department records show as deceased has also been 

undertaken.  This exercise confirmed that all Council payments had ceased in line with contractual 

obligations with no overpayments being identified and the Social Work Information System (SWIS) had 

been properly updated prior to the output from the NFI data matching process being received. 

2.7 Creditors matches, relating to potential duplicate payments and creditors references, account for 41% of 

the total matches received and the majority (87%) fall into two reports matched on invoice number, 

invoice amount and/or creditor reference.  Internal Audit has undertaken an initial review of these reports 

and has identified that they contain a large number of false positives as some suppliers (i.e. utilities) have 

regular monthly charges using the account reference as the invoice number and the use of similar invoice 

numbering by different suppliers is common.  As such, review of these matches has been prioritised to 

focus on those where the potential for duplicate payments is greatest and the invoice value is most 

significant.  To date, only a small number (and value) of potential duplicate payments have been 

identified and these are in the process of being investigated further by Internal Audit.  The matches 

which have not been reviewed have been closed as ‘not selected for investigation’ as it is considered 

there is little benefit to be gained and resources are limited. 

2.8 Matches relating to procurement involve a comparison of North Lanarkshire Council employees to 

Companies House information to identify any potentially undeclared conflict of interests.  Internal Audit 

is continuing to review these matches, however, no issues have been identified to date. 

2.9 Review of housing tenant matches during previous exercises indicated that the quality (accuracy and 

timeliness) of data held on the Council’s housing management system (HSMS) does not accurately 

reflect movements in household composition.  This is partly due to the transient nature of some of the 

clientele.  Housing Solutions has undertaken a data cleanse, but an initial check of the matches arising 

from this exercise indicates that data quality issues still exist.  A commitment was made by Housing 

Solutions when the matches were initially received, however, conflicting priorities have unfortunately 

delayed this process, resulting in the progress of reviewing matches being slower than initially 

anticipated, with only 264 of the 2,886 housing tenancy matches being recorded as processed.  No action 

has been taken by the Service on the 1,857 waiting list matches as the housing tenant matches are 

considered a higher priority. 

2.10 The results of the council tax single persons discount matches (which are held separately from other NFI 

matches) were received in December 2018, shortly after submission.  The Council has a total of 5,902 

matches across two reports.  One of the council tax reports relates to households claiming single person’s 

discount where the electoral register indicates that a member of the household is approaching the age of 

18.  Revenue Solutions has initially concentrated their resources on this report as it is considered to 

generate the most additional income.  To date, 265 of 647 matches have been processed resulting in 118 

frauds (where the claimant failed to notify the Council) and 33 errors, with £85,770 savings.  Review of 

this report is ongoing as some of the 18th birthday dates have not yet passed. 

2.11 The second council tax report relates to households claiming single persons discount where the electoral 

register indicates additional members of the household.  To date, 112 of 5,255 matches have been 

processed with no frauds or errors identified.  Review of these matches is ongoing. 
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3.   Findings and Recommendations 
 

Finding 3.1 

Review of housing tenant matches during previous exercises indicated that the quality (accuracy and 

timeliness) of data held on the Council’s housing management system (HSMS) does not accurately reflect the 

movements in household composition.  Housing Solutions has undertaken a data cleanse, but an initial check 

of the matches arising from this exercise indicates that data quality issues remain and are reflected in the 

number of matches which have arisen from the NFI process.  A commitment was made by Housing Solutions 

when the matches were initially received, however, conflicting priorities have unfortunately delayed this 

process, resulting in the progress of reviewing the matches being slower than initially anticipated, with only 

264 of the 2,886 housing tenancy matches being recorded as having been reviewed.  External Audit has 

previously commented on the lack of progress and apparent commitment to reviewing these specific matches. 

No action has been taken by the Service on the 1,857 waiting list matches as the housing tenant matches are 

considered a higher priority and Internal Audit considers this to be a reasonable judgement. 

Internal Audit remains concerned, however, at the data quality issues and the slow rate of progress made by 

the Service in reviewing relevant housing tenancy matches. 

Improving the quality of the information on HSMS should reduce the number of matches arising in future 

NFI exercises, thereby requiring less resources for review and investigation and allowing for more of the 

lower quality/priority matches to be reviewed. 

In addition, one of the core principles of good information governance is that any personal data held should 

be routinely reviewed to ensure it remains accurate and that reasonable steps should be taken to ensure that 

personal data that is inaccurate is deleted or rectified in a timely manner.  The Head of Housing Solutions has 

advised that this is a priority for the Service and resources will be targeted at resolving the quality of data 

held. 

Recommendation 

Housing Solutions should: 

1) consider how best to improve the quality/accuracy of the personal data held by the Service on HSMS; and 

2) determine a method for prioritising on a risk-basis housing tenant and waiting list matches for 

investigation for the current NFI exercise ensuring adequate resources are available to ensure timely 

progress/action, including updating HSMS and the NFI database as appropriate. 

Management response (including responsible officer and timescale for any planned actions) 

It is anticipated the review of the current NFI will be completed by the end of March 2020 as a dedicated full 

time resource has been allocated to review the outstanding matches. The overall position will be monitored 

on a monthly basis and if there is any slippage, additional resources will be identified and put in place. 

Taking the recommendations into consideration, the Service have also produced an action plan to address the 

current NFI exercise and to ensure and improve the accuracy of the data going forward.  The following will 

be introduced to ensure household compositions are being regularly checked and updated timeously: 

 a weekly housed report will be analysed to ensure that, where a person has been allocated housing, they 

do not appear on a residency elsewhere within NLC – Business Development & Support Team; 

 current processes and procedures will be reviewed and further developed to ensure the timeous update of 

household compositions – Business Development & Support Team; 

 a 6 monthly compliance check will take place to ensure the new procedures are being fully followed – 

Business Development & Support Team; 

 the IT system will be amended to record and highlight updates to household composition to aid the audit 

process; and 

 campaign letter drops or telephone calls will be undertaken to address household compositions that have 

not been updated/reviewed within 6 months. 

The Service understands the important nature of the NFI exercise in reviewing possible fraud/error and 

whilst, based on previous exercises, the Service considers that there is a small risk of fraud within the 

Housing datasets, it is envisaged that the above actions will improve the quality of data and reduce the 

number of matches in future NFI exercises. 

Contextual information - there are almost 37,000 live current tenancies, over 11,000 live housing applications 

and over 600 live homeless cases.  From these 3 streams of business there are over 700,000 individual person 

records held within HSMS, many of which can be transient in nature.   

Responsible officer:  Stephen Llewellyn, Head of Housing Solutions   Timescale:  March 2020 
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Finding 3.2 

The Council has a total of 5,902 data matches in relation to council tax single persons discount to the 

electoral register, but to date, only 377 (6%) matches have been reviewed.  The delays in processing these 

matches have arisen due to staffing issues and other competing work priorities, although the Service has 

recently advised that they intend to re-commence their review of the relevant matches. 

Recommendation 

Financial Solutions should review the reports produced by the NFI, determine an appropriate method for 

prioritising council tax single persons discount matches and then progress the necessary actions to ensure that 

relevant matches are processed in a timely manner. 

Management response (including responsible officer and timescale for any planned actions) 

As stated, the delay in processing was due to resource issues and competing priorities.  The Revenues Team 

Leader has allocated one member of staff to work on NFI on a full time bases, updating and logging actions 

within the NFI database.  This will be increased to two staff members when work priorities allow. 

Responsible officer:  Gail Scott, Revenue Manager    Timescale:  March 2020 
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