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Nature and Reason for Reporting:

The committee’s terms of reference require it to have oversight of the council’s arrangements
for managing the risks from fraud and corruption, providing assurance that they are fit for
purpose and will champion good counter fraud and anti-corruption practice to the wider
organisation (3.4.8.9.2). This briefing note from Audit Wales provides an update on national and
local progress of the National Fraud Initiative exercise which commenced in 2024-25.

1. INTRODUCTION

1.1 The National Fraud Initiative (NFI) is a UK-wide counter-fraud programme conducted
biennially in conjunction with the Public Sector Fraud Authority, which operates under the
authority of the Cabinet Office and HM Treasury, and focuses on managing and reducing
the impact of fraud within the public sector. The exercise utilises data matching to detect
and prevent fraud.

1.2 In Wales, the NFl is carried out under the statutory authority of the Auditor General, with
mandatory participation from unitary local authorities, NHS bodies, police forces, and fire
and rescue services.

1.3 This briefing from Audit Wales provides a national update as of 31 July 2025 and
encourages those charged with governance to seek further local detail from lead officers.

1.4 The Governance and Audit Committee received an update on local detail at its meeting on
30 September 2025. Our report provided progress in relation to the review of the matches
(Appendix 2 - NFI 2024-25 Outcomes Summary) and concluded that the low number of
fraud/errors identified in relation to the match areas analysed provided assurance that
there are robust systems of internal controls in place, i.e. in relation to Housing tenants /
Waiting Lists, Payroll and Procurement.

1.5 While the Revenues and Benefits Service had not analysed the Council Tax Single Person
Discount (CTSPD) matches, there is a plan to use an external provider to carry out a
managed bulk review of their discounts and exemptions before the end of 2025-26.
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1.6 Consequently, the council has not been able to maximize the benefit of their participation
in the NFI by analysing the most valuable area of NFI data matches, as highlighted by
Exhibits 3 and 6 in the Audit Wales briefing note. Audit Wales advocates that CTSPD data
matches and matches in key reports should be treated as ‘very high risk’ in practice.

2. RECOMMENDATION

2.1 That the Governance and Audit Committee notes the Audit Wales briefing note and takes
assurance that the council, taking account of the need to prioritise its resources, is seeking
to actively embrace opportunities provided by the National Fraud Initiative to use data
analytics to strengthen both the prevention and detection of fraud.
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About the National Fraud Initiative

1 The National Fraud Initiative (NFI) is a biennial UK-wide counter-fraud
exercise. It helps prevent and detect fraud by electronically sharing and
matching data sets. Appendix 1 provides further information on how the
NFI works.

2 In Wales, the NFI operates under the Auditor General’s statutory powers.
Participation is mandatory for unitary local authorities, NHS bodies, police
forces, and fire and rescue authorities. Participating on a voluntary basis in
the latest exercise are the Welsh Government, some Welsh Government
arm'’s length bodies (Natural Resources Wales, Arts Council of Wales,
Sport Wales, National Library of Wales, Transport for Wales), and South
East Wales Corporate Joint Committee.

3 This briefing note provides an update on the latest NFI 2024-25 exercise at
a national level and as at 31 July 2025. It also provides some local level
data for your organisation, although we are encouraging those charged with
governance to seek further local detail from lead officers.

Data submission for 2024-25

4 The NFI 2024-25 exercise is underway. Participants submitted data for the
biennial batch data matching exercise in October 2024. This included data
on housing benefits, housing tenants and waiting lists, blue badge parking
permits, licences, and various payments such as creditor payments, payroll,
and pensions.

5 The UK Public Sector Fraud Authority released most data match reports to
participants by the end of December 2024. Council tax and electoral
register data are submitted annually. The most recent deadline for
submitting this data was February 2025.

6 Supplementary data runs take place during the exercise to process new,
incomplete or missing data submissions. For example, progress is being
made to amend the Public Audit (Wales) Act 2004 through a Legislative
Reform Order which will enable the NFI to resume the matching of adult
social care data during the NFI 2024-25 exercise.
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National update

Data matches and investigation

7 To date, almost 440,000 data matches have been identified for the Welsh
NF1 2024-25 exercise participants. Exhibit 1 shows that most of these
matches are for unitary authorities and health bodies.

Exhibit 1: NFI 2024-25 Welsh participant data matches by type of

organisation, at end of July 2025

Type of organisation Number of % of data

data matches matches
Unitary authority 373,114 84.9
Health 50,409 11.5
Police 2,641 0.6
Fire and rescue 740 0.2
Other 12,749 29
Total 439,653 100.0

Source: Audit Wales analysis of NFI web-application data

Note: % total does not match the sum of the parts due to rounding.

8 Data matching identifies potentially fraudulent or erroneous claims and
payments. No assumption can be made about whether there is fraud, error,
or another explanation until an investigation is carried out. There can, for
example, be false positives around creditor payments if bodies are
deliberately making staged payments of the same amount.

9 We recognise it is not practical to investigate all data matches, particularly
for bodies with large numbers of matches. Bodies are encouraged to take a
risk-based approach to assessing data match reports and deciding what
type of, and how many, data matches they review.

10 By the end of July 2025, five participating bodies had not yet closed any
data matches. Some participants are making good progress with reviewing
NFI 2024-25 data matches, while others have made limited progress.

11 Exhibit 2 shows the total number of data matches for each data match
area. It also shows the number of data matches closed in a data match
area, along with the number of participants that have matches in that area.
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The absence of closed matches indicates that the participant has not

reviewed any matches in that area.

Exhibit 2: NFI 2024-25 Welsh participant data matches processed and
closed, at end of July 2025

Data match area Data Data Participants Participants

matches matches with data with no

closed matches closed

statuses for

their

matches

Council tax single 198,146 5,385 22 11

person discount

Creditors 187,228 19,791 48 16

Council tax 16,578 3,547 22 1
reduction scheme

Blue badges 10,377 5,849 22 3

Payroll 8,150 1,705 46 6

Housing waiting lists 6,359 1,392 18 5

Housing tenants 4,636 879 11 2

Pensions 2,962 1,098 12 4

Resident parking 2,405 2,368 8 1

Procurement 1,985 400 42 28

Housing benefit 826 483 22 2

Taxi drivers 1 1 1 0

Total 439,653 42,898 49 5

Source: Audit Wales analysis of NFI web-application data

Note: After risk assessing data match reports and any subsequent investigations,
each data match should be ‘closed’ and given a match status. There are a range
of ‘closed’ statuses. Matches not investigated should be given the status ‘Closed
— Not selected for investigation’. Assigning match statuses to data matches can

be done individually or by bulk selection.
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Outcomes

12 Welsh participants recorded outcomes of £4.7 million for the period 1 April
2024 to 31 July 2025. Exhibit 3 shows which matching process the
outcomes relate to.

Exhibit 3: Welsh participant reported NFl outcomes, 1 April 2024 to 31 July
2025

NFI exercise Outcomes (£s)
NFI 2024-25 biennial exercise 1,719,037
Late savings from the NFI 2022-23 biennial 867,157
exercise

Annual council tax data matching exercises 2,080,831
Total 4,667,025

Source: Audit Wales analysis of NFI web-application data

Note: Outcomes are made up of (i) actual amounts participants have recorded as
fraud or error; and (ii) estimated elements which seek to capture the value of loss
from a fraud or error detected, and the value of any future losses that bodies may
have incurred without intervention following an NFI match. Most datasets have a
methodology to calculate estimated savings. All methodologies are reviewed by
the Cabinet Office’s NFI Governance Board and approved by the Cabinet Office’s
Fraud Prevention Panel.

Local update

13 Data matches are released in data match reports. Each report has a
different purpose and compares data from two or more datasets. The
reports are broken down into dataset types: for example, housing benefit,
payroll, or creditors.

14 An organisation’s risk assessment of the data match reports should
determine the types and numbers of data matches to be investigated. To
aid risk assessment, the NFI web application flags some data match reports
as ‘key reports’ with historically high success rates in identifying fraud or
error. Also, most individual data matches are assigned a fraud risk score.

15  Exhibit 4 shows the total number of data matches identified for Isle of
Anglesey County Council, along with those recorded in key reports.
Appendix 2 provides some further analysis of these data matches by fraud
risk score.
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Exhibit 4: Isle of Anglesey County Council’s NFl 2024-25 data matches, at
end of July 2025

Data match area Data matches Data matches in key
in all reports reports with

historically high

success rates

Blue badges 270 243
Council tax single person 5,284 5,284
discount

Council tax reduction 506 452
scheme

Creditors 1,889 1,438
Housing benefit 7 6
Housing waiting lists 26 18
Housing tenants 194 129
Payroll 102 96
Procurement 40 40
Total 8,318 7,706

Source: Audit Wales analysis of NFI web-application data

Note: Council tax single person discount data match reports are not formally
designated as ‘key reports’ but are treated as such in practice.

16  Various factors can influence which data match reports are reviewed and
when this takes place. For example, an organisation may prioritise looking
at data match reports linked to areas where it has concerns about internal
controls or where there is a history of fraud or error. Also, local resourcing
will dictate the pace of progress. For these reasons, this general update
does not provide further detail on where processing work and outcomes are
recorded by your organisation at this stage.

17 The NFI web application features a dashboard and provides various reports
on outcomes and processing activity. We encourage those charged with
governance to seek more detailed updates on processing work and
outcomes recorded from their NFI Senior Responsible Officer and NFI Key
Contact.
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Future Audit Wales work

18  For this NFI exercise we will carry out a high-level assessment of
participants’ governance and follow-up arrangements. We will engage with
bodies over the autumn/early winter to consider issues covered in our NFI
self-appraisal checklist.” We will also analyse the risk assessment and data
match processing work carried out, and the outcomes recorded by
participants, as reflected in the NFI web application.

19 This work will help us understand the factors influencing the outcomes
reported by individual bodies and the variations between them. Findings
from this assessment will inform our next national report in autumn 2026.

"In December 2024, we shared the updated checklist with NFI senior responsible
officers and key contacts. We encouraged all bodies to complete it and share it
with those charged with governance.
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Appendix 1 — The National Fraud Initiative

The NFI uses data matching to detect and prevent fraud. It electronically
compares sets of data against other records held by the same and other bodies,
to see to what extent they match.

The data matching flags anomalies or inconsistencies that indicate potential fraud
or error. Indicators of potential fraud are reported to the participants, who are
responsible for following up these matches.

The effectiveness of the NFI depends on the thoroughness of the assessment
and investigation of matches and recording of outcomes.

Bodies record the outcomes in the NFI web application. Each participant body
has a nominated Senior Responsible Owner and Key Contact for the NFI, who in
some cases may be the same individual.

The UK Public Sector Fraud Authority, part of the UK Government’s Cabinet
Office and HM Treasury, oversees the NF| across the UK. Audit Wales leads the
exercise in Wales under the Auditor General’s powers in the Public Audit (Wales)
Act 2004. The Auditor General’'s Code of Data Matching Practice summarises the
key legislation, and controls, governing the exercise in Wales.

We published a report on the outcomes from the 2022-23 NFI exercise in
October 2024. Reports on the NFI for other parts of the UK are produced by the
Public Sector Fraud Authority, Audit Scotland, and the Northern Ireland Audit
Office.

There is no direct cost to participants for taking part in the exercise. Audit Wales
receives funding, through the Welsh Consolidated Fund, to pay for bodies to
participate in the NFI. This covers the central data matching processing for the
biennial exercise, as well as the annual exercise for council tax and electoral
register datasets. This remained the case for the NFI 2024-25 exercise. The main
costs to participants are, therefore, the resources used to submit data and
conduct follow-up work once data matches are released.
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Appendix 2 — Analysis of data matches by fraud risk score for Isle of Anglesey County
Council

The NFI assigns a fraud risk score of very high risk, high risk, or medium risk to most, but not all, data matches. This
risk score is based on a combination of two factors:

. Risk logic — a set of criteria for each dataset combination that, when met, indicates a fraudulent outcome is
more likely to occur.

. Footprint score — the number of times an individual in a match appears at the address across all NFI data. It is
an indicator of whether that person resides at that address.

Exhibit 5 and Exhibit 6 provide further analysis of Isle of Anglesey County Council’s data matches by risk score for
data matches in all data match reports and those in key reports. This analysis builds on Exhibit 4 in the main body of
this briefing note. Not all data matches are formally assigned a risk score. Council tax single person discount data
matches and matches in key reports that are not formally assigned a risk score should generally be treated as ‘very
high risk’ in practice.
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Exhibit 5: Isle of Anglesey County Council’s NFI 2024-25 data matches by risk score for data matches in all

reports, at end of July 2025

Data match area All data Very high risk High risk  Medium risk No risk score
matches

Blue badges 270 244 26 0 0
Council tax single person 5,284 - - - -
discount

Council tax reduction scheme 506 16 132 51 307
Creditors 1,889 223 1,666 0 0
Housing benefit 7 4 1 0 2
Housing waiting lists 26 26 0 0 0
Housing tenants 194 38 1 19 136
Payroll 102 37 8 10 47
Procurement 40 0 0 0 40
Total 8,318 588 1,834 80 532

Source: Audit Wales analysis of NFI web-application data
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Exhibit 6: Isle of Anglesey County Council’s NFl 2024-25 data matches by risk score for data matches in key

reports, at end of July 2025

Data match area All data Very high risk High risk Medium risk No risk score
matches

Blue badges 243 217 26 0 0
Council tax single person 5,284 - - - -
discount

Council tax reduction scheme 452 16 104 31 301
Creditors 1,438 201 1,237 0 0
Housing benefit 6 4 0 0 2
Housing waiting lists 18 18 0 0 0
Housing tenants 129 3 0 1 125
Payroll 96 37 4 9 46
Procurement 40 0 0 0 40
Total number of data 7,706 496 1,371 41 514
matches

Source: Audit Wales analysis of NFI web-application data
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