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The Auditor General is independent of the Senedd and government. He examines and
certifies the accounts of the Welsh Government and its sponsored and related public bodies,
including NHS bodies. He also has the power to report to the Senedd on the economy,
efficiency and effectiveness with which those organisations have used, and may improve the
use of, their resources in discharging their functions.

The Auditor General also audits local government bodies in Wales, conducts local
government value for money studies and inspects for compliance with the requirements
of the Local Government (Wales) Measure 2009.

The Auditor General undertakes the National Fraud Initiative in Wales under Part 3A of the
Public Audit (Wales) Act 2004 which empowers him to conduct data matching exercises for
the purpose of assisting in the prevention and detection of fraud in or with respect to Wales
and to publish the results of any such exercise.

The Auditor General undertakes his work using staff and other resources provided by the
Wales Audit Office, which is a statutory board established for that purpose and to monitor
and advise the Auditor General.

© Auditor General for Wales 2022

Audit Wales is the umbrella brand of the Auditor General for Wales and the Wales Audit
Office, which are each separate legal entities with their own legal functions. Audit Wales is
not itself a legal entity. While the Auditor General has the auditing and reporting functions
described above, the Wales Audit Office’s main functions are to provide staff and to monitor
and advise the Auditor General.

You may re-use this publication (not including logos) free of charge in any format or medium.
If you re-use it, your re-use must be accurate and must not be in a misleading context. The
material must be acknowledged as Auditor General for Wales copyright and you must give
the title of this publication. Where we have identified any third party copyright material you
will need to obtain permission from the copyright holders concerned before re-use.

For further information, or if you require any of our publications in an alternative format and/
or language, please contact us by telephone on 029 2032 0500, or email info@audit.wales.
We welcome telephone calls in Welsh and English. You can also write to us in either Welsh
or English and we will respond in the language you have used. Corresponding in Welsh will
not lead to a delay.

Mae’r ddogfen hon hefyd ar gael yn Gymraeg.
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Key messages

Since we last reported on the National Fraud Initiative (NFI) in Wales in

October 2020, outcomes valued at £6.5 million have been recorded. The
cumulative total of outcomes from the NFI in Wales since NFI started in 1996 are
now £49.4 million. Across the UK, the cumulative total of NFI outcomes is now
£2.37 billion.

NFI outcomes in Wales decreased by £1.5 million to £6.5 million in the 2020-

21 exercise. This was primarily because fewer ineligible claims for Council Tax
Single Persons Discount and Housing Benefit claims were detected, reflecting the
fact that some local authorities started review of NFI matches later than normal
due to Covid-19 pressures.

Data sharing enables matches to be made between bodies and across national
borders. Data submitted by Welsh bodies for the 2020-21 NFI exercise helped
organisations in other parts of the UK to identify 153 cases of fraud and error with
outcomes of £183,045.

While the majority of Welsh NFI participants display a strong commitment to
counter fraud, 13 of the 22 Welsh local authorities identified 95% of the fraud and
error outcomes achieved by the sector. This suggests that some local authorities
have either failed to recognise the importance of the exercise or are unwilling to
allocate adequate, skilled counter-fraud resources to investigate the NFI matches.

One Welsh local authority, Cardiff Council, agreed to participate in an exercise
designed to identify fraud and error in applications for COVID-19 business
support grants by verifying applicant bank details and trading status. These
checks helped to identify outcomes of just under £0.6 million relating to 41
fraudulent or erroneous applications.

Recommendations

+ All participants in the NFI exercise should ensure that they maximise the
benefits of their participation. They should consider whether it is possible to
work more efficiently on the NFI matches by reviewing the guidance section
within the NFI secure web application.

+ Audit committees, or equivalent, and officers leading the NFI should review
the NFI self-appraisal checklist. This will ensure they are fully informed of their
organisation’s planning and progress in the 2022-23 NFI exercise.

* Where local auditors recommend improving the timeliness and rigour with
which NFI matches are reviewed, NFI participants should take appropriate

action.


https://www.audit.wales/our-work/national-fraud-initiative
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Outcomes

National Fraud Initiative Outcomes

NFI is a counter-fraud exercise across the UK public sector which aims to
prevent and detect fraud. NFI uses data sharing and matching to help confirm
that services are provided to the correct people.

An NFI outcome describes the overall amounts for fraud, overpayments and
error that are detected by the NFI exercise and an estimate of future losses that
it prevents.

The NFI recorded outcomes of £6.5 million in 2020-21.
* NFI outcomes cumulatively in the UK since 1996-97: £2.37 billion

* NFI outcomes cumulatively in Wales since 1996-97: £49.4 million
* NFI outcomes across the UK from the 2020-21 exercise: £443 million
* NFI outcomes in Wales from the 2020-21 exercise: £6.5 million

Trends in outcomes

Outcomes in Wales have decreased by £1.5 million to £6.5 million in the
2020-21 exercise. Reasons for the decrease in outcomes include:

» the number of fraudulent or erroneous claims for Council Tax Single Persons
Discount detected fell from 3,939 in the 2018-19 exercise to 1,987 in the
2020-21 exercise, resulting in outcomes in this area reducing by £2 million;
and

» the number of fraudulent or erroneous claims for Housing Benefit detected
fell from 179 in the 2018-19 exercise to 82 cases in the
2020-21 exercise, resulting in outcomes in this area reducing by £0.6 million.

The above fall in outcomes was offset in part by:

* an increase in the number of fraudulent or erroneous applications for social
housing detected from 74 in the 2018-19 exercise to 237 in the 2020-21
exercise, resulting in increased outcomes of £0.6 million; and

* the detection of 43 fraudulent or erroneous claims for COVID-19 business
support grants resulting in cumulative outcomes of £0.6 million.

While overall outcomes have fallen, this is in part because many NFI
participants started review of NFI matches later than normal due to work
pressures arising from the COVID-19 pandemic.
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The only UK nation which saw an increase in 2020-21 NF| outcomes was
England. This increase was due to a significant increase in pension outcomes

from matching UK-wide pension scheme data.

Late savings arising from NFI 2020-21 will be reported as part of the NFI

2022-23 exercise.

Seven areas generated almost 98% of outcomes

The areas which generated the most outcomes from the current exercise are as

The National Fraud Initiative in Wales 2020-21

follows:
Catagory £ Cases
Council tax discounts £2.6m 1,987
Blue badges £1.4m 2,717
Housing waiting lists £0.8m 237
Housing benefit £0.6m 84
COVID-19 business support grants £0.6m 43
Council tax reduction scheme £0.2m 214
Creditor payments £0.1m 9

Once overpayments have been identified, public bodies can take appropriate
action to recover the money. As at 31 March 2022, 81% of overpayments had

been recovered or were in the process of being recovered.
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Results

Council tax discounts

People living on their own, or with no countable adults in the same household,
are eligible for a 25% single person discount (SPD) on their annual council tax
bill.

Council tax SPD data is matched to electoral register data to help find where
people are receiving the discount, but are not the only countable adult at their
residence.

The 2020-21 NFI exercise found that the total council tax discount incorrectly
awarded across Welsh local authorities totalled £2.6 million. This is an average
outcome of £1,305 for each case (£1,003 per case in the 2018-19 NFI). Review
of the NFI matches led to the cancellation of 1,987 SPD claims.

While the number of fraudulent or erroneous SPD claims detected fell from
3,939 to 1,987 in the current exercise, this is partly due to investigation of the
matches being delayed due to the COVID-19 pandemic. Many claims have
been cancelled since the cut-off date for reporting the NFI 2020-21 exercise and
these ‘late results’ will be reported within NFI 2022-23.

Pensions

The NFI provides local authorities that administer pensions with an efficient and
effective way of checking that they are only paying people who are alive.

The exercise found nine instances where pensions had remained in payment
after pensioners had died compared to ten cases in NFI 2018-19.

In total, pensions outcomes for the 2020-21 NFI exercise are £0.073 million.

This is a reduction of £0.26 million from the 2018-19 NFI exercise, and reflects
the continuing impact of the ‘tell us once’ reporting process which is ensuring
that local authorities become aware of the decease of pensioners earlier. While
the number of cases detected by NFI has remained almost unchanged from NFlI
2018-19, the average value of each case has fallen from £26,396 to £8,160,
because the period of time pensions remained in payment after pensioners’
death was shorter.



page 8 The National Fraud Initiative in Wales 2020-21

Housing benefits

The NFI provides local authorities and the Department for Work and Pensions
(DWP) with the opportunity to identify a wide range of benefit frauds and errors.

Housing benefit data is matched to student loans, payroll, pensions, housing
benefit, housing tenants, licences, deceased person and Amberhill* data to help
identify ineligible claims.

The value and number of housing benefit cases recorded with overpayments
has reduced from £1.2 million (179 cases) in the 2018-19 exercise to £0.6
million (82 cases) in the 2020-21 exercise.

The fall in housing benefit cases outcomes is mainly due to matches between
housing benefit and payroll and pension payments not being included in the
2020-21 exercise. These matches historically identified significant outcomes.
These matches were not included as similar data matching is undertaking by
the DWP’s Verify Earnings and Pensions (VEP) Alerts service which identifies
discrepancies between payroll and pension details held by HM Revenue &
Customs and council benefits services. Alerts from VEP are sent to local
authorities to investigate discrepancies.

*Amberhill is a system used by the Metropolitan Police to authenticate
documents presented for identity.

The majority of fraudulent and erroneous claims for housing benefit detected by
local authorities in the 2020-21 exercise related to students who were in receipt
of housing benefit when not entitled.

Case Study: Housing benefits

Carmarthenshire County Council

The Council continues to recognise the value of NFI in protecting the public
purse against the threat of fraud risks and considers NFI as being invaluable
in the detection and prevention of fraud. The NFI 2020-21 exercise identified
33 housing benefit to student loan matches and of these 13 were high risk
matches. Historically the Council has achieved significant results from this
specific report and, as in previous exercises, extended the checking process
to all matches. Review of the report identified fraud in 30% of the matches,
where it was established that benefit customers had failed to declare they
were in receipt of student finance/loans. These ten investigations identified
overpayments of benefits in excess of £33,000. The Council has recovered the
overpayments or remains in the process of full recovery.
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Blue badges

The blue badge parking scheme allows people with mobility problems to park
for free at on-street parking meters, in pay and display bays, in designated blue
badge spaces, and on single or double yellow lines in certain circumstances.

Blue badge data is matched to deceased persons and Amberhill data.

Badges are sometimes used or renewed improperly by people after the badge
holder has died. It is an offence for an unauthorised person to use a blue badge.

NFI1 2020-21 resulted in the cancellation of 2,717 blue badges in Wales.
The number of badges cancelled has increased in each NFI| exercise since
NFIl 2012-13. The estimated value of these cases is £1.4 million based on
a calculation of the annual estimated cost of lost parking revenue and the
likelihood of these blue badges being misused.

The increase in outcomes is due to a growing recognition of the need to prevent
misuse of blue badges. Not only does such misuse reduce parking revenues, it
also limits the parking facilities available to genuine blue badge holders.

Housing waiting lists

NFI uses housing waiting list data to identify possible cases of waiting list fraud.
This happens when an individual has registered on the waiting list but there are
possible undisclosed changes in circumstances or false information has been
provided. This was a new data set for the 2016-17 NFI| exercise.

Housing waiting list data is matched to waiting list, housing benefit, housing
tenants, deceased persons and Amberhill data.

Local authorities identified 237 cases where applicants were removed from
waiting lists compared to 74 cases in 2018-19.

The estimated value of these cases is just under £0.8 million based on a
calculation of the annual estimated cost of housing a family in temporary
accommodation and the likelihood a waiting list applicant would be provided
with a property.

The increase in the number of applications cancelled is due to increased efforts
by local authorities to review the NFI matches thereby helping ensure that social
housing is only provided to eligible persons.
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Creditor payments

The NFI provides an efficient way to check for duplicate payments and that
payments are only made to appropriate creditors.

Creditor payment data is also matched to payroll and Companies House data to
help identify undisclosed staff interests in suppliers.

NFI 2020-21 resulted in 54 creditor payment outcomes totalling just over
£0.1 million compared to 53 outcomes totalling just under £0.1 million in NFI
2018-19. Recovery action has already taken place or is in process for all of
these overpayments.

Creditor payment outcomes have reduced over NFI| exercises as participating
bodies have improved their internal control systems.

Council tax reduction

Council tax reduction helps those on low incomes to pay their council tax bills.

The NFI provides local authorities with the opportunity to identify a range of
council tax reduction frauds and errors.

Council tax reduction data is matched to council tax reduction, payroll, pensions
payroll, housing benefits, housing tenants, licences, deceased persons and
Amberhill data.

The 2016-17 NFI was the first time council tax reduction data sets were
included within the NFI.

Outcomes of £0.21 million were identified in the 2020-21 NFI and claims for
council tax reduction were amended or cancelled in 214 cases.

The average value of each case was £1,015 compared to £1,457 in NFI
2018-19 suggesting that fraud and error is being identified earlier.

Case study: Vale of Glamorgan Council

The Council has a proactive and comprehensive approach to reviewing all NFI
matches. All council tax reduction matches are reviewed by the Investigation
Officer against the Council’s internal systems to try and establish the current
household status of claimants. One such match appeared to show the claimant
had not declared an occupational pension that had been in payment since 2018.
The Investigation Officer advised the Benefits Team that further investigation
was required. The Benefits Team liaised with the Revenues Team and found
there was another person residing at the address who was also in receipt

of an undeclared occupational pension and who had received a substantial
lump sum pension payment in 2018. Despite numerous attempts to verify the
current situation with the claimant, the claimant failed to respond. The Council
has cancelled the claim and the claimant has agreed to repay an overclaim of
£4,775 in monthly instalments.
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Use of HMRC Data in NFI

In NFI 2020-21, for the first time, Welsh NFI matches were enriched by HMRC
data provided under the provisions of the Digital Economy Act 2017. The

HMRC data is proving highly effective in helping to identify applicants who have
claimed means-tested benefits and discounts but have not declared income that
should have been declared on their applications.

Case Study: Denbighshire County Council

The Council proactively reviewed matches between Council Tax Reduction
Scheme (CTRS) and HMRC'’s household composition. One match suggested
there was an undeclared non-dependant in the household from 2017, so benefit
payments were suspended. The Benefits Team had previously been notified
that the person had left the household in March 2017. On investigation, the
customer confirmed the failure to declare the non-dependant since May 2017.
The NFI match showed the earnings of the non-dependant to be around the
threshold at which the highest deduction to the claimant’s benefits would apply,
so in the absence of further evidence of the non-dependent’s income, the is
highest deduction was applied. This resulted in an overclaim totalling £20,782.
The Council is in the process of recovering the overclaim.

COVID-19 business support grants

In response to the COVID-19 pandemic, the Welsh Government put in place a
package of measures to support businesses through the crisis. One of these
measures included providing grant funding through Welsh local authorities to
some retail, hospitality and leisure businesses and to businesses classified

as small businesses for business rate purposes. NFI matched these grants

to ensure that businesses were not inappropriately claiming multiple grants
and that grants were not being awarded to known fraudsters. These checks
only identified two cases of fraud and error amounting to £20,000, providing
assurance that these practices were not common.

NFI also made optional tools available to local authorities to confirm that grant
applicants were actively trading before the COVID-19 pandemic, and that bank
account details provided by applicants related to legitimate business accounts.
One Welsh local authority, Cardiff Council, used these tools in conjunction with
other internal controls to identify 41 cases of fraud and error with a value of
£575,000.
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Case study: Cardiff Council

Following the use of various upfront application and payment controls, the
Council used a multi-layered approach to post payment verification and
assurance processes for COVID-19 business support grants. NFI provided

a useful source of intelligence as part of these post payment checks. The
Corporate Fraud Investigation Team and colleagues in Business Rates used
a range of investigative techniques and identified £575,000 of payments for
recovery. For example, one NFI match indicated that a company had ceased
trading, online enquiries suggested the business had closed and a Companies
House check showed the company had dissolved prior to the grant eligibility
date. The company had not notified the Council that they had ceased trading
and were not eligible for the grant. The Council has recovered, or is is seeking
to recover the overclaims wherever there is a realistic chance of doing so.

Payments to residential care homes

In previous NFI exercises, NFI has matched residential care home data to
deceased persons to identify cases where a care home resident has died,
but the local authority has not been notified and so has continued to make
payments to the care home.

In NFI 2018-19, 11 cases of overpayments were identified where Welsh local
authorities were continuing to pay care homes for residents who had died. The
average value of these cases was £14,545.

Due to the unintended consequence of a change to legislation affecting Wales,
Scotland and England, it was not possible to undertake matching in this area

as part of NFI 2020-21. The Auditor General is working with the Cabinet Office
and Audit Scotland to find a legislative solution that will allow this matching to be
undertaken in future NFI exercises.

Matches benefiting other public bodies

One key benefit of a UK-wide data matching exercise is that it enables matches
to be made between bodies and across national borders. Data provided by
Welsh participants for the 2020-21 NFI exercise helped other public bodies
outside Wales identify outcomes worth just over £183,000.
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Number of
Sector of source data £ outcomes
Local authorities 162,776 135
NHS 15,811 17
Fire 4,458 1
Total 183,045 153

The National Fraud Initiative in Wales 2020-21

Most of these outcomes relate to housing benefits, housing waiting lists, and
council tax reductions. For example, payroll data from a health board may allow
a local authority to identify a housing benefit overpayment.

For those public bodies taking part in the NFI which may not always identify
significant outcomes from their own matches, it is important to appreciate
that providing their data can help other bodies and sectors identify frauds and

overpayments. .
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Process

The NFl is a counter-fraud exercise across the UK public sector which aims to
prevent and detect fraud. The Auditor General, Cabinet Office, Audit Scotland,
and the Northern Ireland Audit Office lead the exercise in Wales, England,
Scotland, and Northern Ireland, respectively. The NFI takes place biennially and
enables public bodies to use computer data matching techniques to detect fraud
and error.

The main purpose of the NFl is to ensure funds and services are provided to
the correct people, but the NFI can also identify individuals entitled to additional
services or payments eg housing benefit matches may identify customers
entitled to council tax discount or reduction.

We carry out the NFI process under powers in the Public Audit (Wales) Act
2004. It is important for all parties involved that this exercise is properly
controlled and data handled in accordance with the law. The Auditor General’s
Code of Data Matching Practice summarises the key legislation, and controls
governing the NFI data matching exercise.

In Wales, the Auditor General has mandated unitary local authorities and
NHS bodies to participate in the NFI. The Welsh Government, some Welsh
Government Sponsored Bodies, and Audit Wales participate on a voluntary
basis.

How bodies work with the NFI

The success of the NFl is dependent on the proactivity and effectiveness of
participant bodies in investigating the data matches.

Most participating Welsh public bodies managed their roles in the 2020-21 NFI
exercise well.

However, some bodies could be far more pro-active in their approach to the
NFI. In particular, some local authorities reviewed very few of the matches they
received, and as a consequence did not do sufficient work to address potential
frauds. This was due to some participants failing to recognise the importance of
the exercise and/or an unwillingness to allocate adequate, skilled counter-fraud
resources to investigate the NFI matches.


https://www.audit.wales/sites/default/files-old/download_documents/code-of-data-matching-practice-english.pdf
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Future developments

» The Auditor General is considering how to further develop the scope of NFl in
Wales and areas of potential data-matching currently being explored include,
housing tenancies, GP patient registration, business rates.

* The 2022-23 NFI is now underway. Data sets have been reviewed following
a period of consultation and NFI participants are starting to submit data for
matching.

* The Auditor General continues to work with the Welsh Government to
promote and enhance participation in the NFIl across Wales.
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