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Justice Committee 
 

Criminal Justice and Licensing (Scotland) Bill 
 

Written submission from Audit Scotland 
 

The Policy Memorandum and Explanatory Notes provide some information on the 
purpose and operation of this section. However we thought that the Committee 
may be interested to understand a little more about the National Fraud Initiative 
and how it is operated. 
 
Data matching exercises have been carried out by The Audit Commission in 
England for some years using auditors’ powers to obtain information from audited 
bodies and others for the purposes of their audit.  Audit Scotland taken part in the 
last three of these biennial exercises and publishes summary reports on the 
results of the work. The latest report, on the 2006/07 exercise, is available at 
http://www.audit-scotland.gov.uk/work/nfi.php  . Hard copies are also enclosed for 
your convenience. The Public Audit Committee of the Scottish Parliament took 
evidence from Audit Scotland on the last NFI report and indicated its support for 
legislation in this area. 
 
These exercises have identified outcomes valued at £37 million in Scotland and 
led to bodies aiming to recover significant sums, where practicable.  At least 75 
prosecutions have been achieved to date.  Examples of the types of fraud and 
error detected by the exercise are: 
 

• Public pensions continuing to be claimed after the pensioner has died 
• Housing benefit claimed by public sector staff or pensioners without 

declaring their income 
• Housing benefit claimed by ineligible students 
• Individuals receiving student awards who are not entitled to be in the UK 

(with attendant potential implications for public safety in certain cases) 
• Care homes claiming payments after the resident has died 

 
The exercises have been carried out using a Code of Data Matching Practice 
which sets out the protocols for the ways in which data subjects are informed that 
their data will be used, for how that data is handled and stored and when the data 
will be destroyed. The Code is reviewed by the UK Information Commissioner 
before it is issued. Along with the other UK audit agencies, Audit Scotland meets 
regularly with the Inforrmation Commissioner’s office to ensure that data protection 
issues, including proportionality, are properly considered.  For example, data  
matches are not derived from random matching of the information collected.  
Information is only compared between specific datasets where previous pilot 
exercises have yielded good results. 
 
All data is submitted for matching over secure electronic links and matches are 
available to audited bodies to view on a secure website with strong access 
controls. Data is not sent by hard copy or on disks. The Code of Data Matching 
Practice and Fair Processing Notices are also published on our website. 
 

http://www.audit-scotland.gov.uk/work/nfi.php
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The Serious Crime Act 2007 contains provisions that placed the NFI on a statutory 
footing in England, Wales and Northern Ireland. It also clarified some issues such 
as the power for data to be matched across borders. 
 
Without similar explicit powers in Scotland Audit Scotland would have to continue 
to rely on its existing powers to obtain the relevant information. These powers are 
not consistent across the different parts of the public sector and do not allow for 
cross border matching. For example if a resident of a local authority area bordering 
England claims housing benefit in Scotland but fails to declare income earned from 
a public body in England this will not be detected by the current exercises as there 
is no power to use or share data in this way. With the proposed powers such 
cases would be detected and the relevant national audit agencies would be able to 
share the appropriate matches. 
 
In the absence of similar clear legislation in Scotland it will undoubtedly be the 
case that fraud and error will be less likely to be detected in the public sector in 
Scotland than elsewhere in the United Kingdom and cross border cases will not be 
detected at all. The fact that the exercise takes place also acts as a deterrent and 
so the impact of the work is potentially far greater than the amounts identified by it.  
This work will continue to develop elsewhere in the UK and, in our view, it is 
essential that Scotland does not fall further behind in the powers available to 
conduct such exercises. 
 
We recognise that there is a balance to be struck between the rights of the 
individual and the powers of public bodies to obtain and use data but we do not 
believe that it is appropriate for public sector employees and pensioners to be able 
to make invalid claims for scarce resources without their employers being able to 
access modern methods to detect such cases. We also recognise that the vast 
majority of public servants are entirely honest and we therefore take great care to 
ensure the security of the information at all times.  In addition, it is made clear that 
a match arising on any of the reports is only an indicator that further enquiries are 
required to identify the reason for it, which may be entirely innocent. The 
Committee may wish to be aware that all of Audit Scotland’s own staff are included 
in the exercise. 
 
Whilst it would be possible to construct legislation allowing each individual body to 
conduct such exercises Audit Scotland believes that the approach of using the 
national audit agencies to conduct the exercises working together, with similar 
Codes of Practice and using one party to carry out the matches, is the most 
efficient, effective and secure way to minimise fraud and error in this area. 
 
 
Russell Frith 
Director of Audit Strategy 
 


