TELFORD & WREKIN COUNCIL
AUDIT COMMITTEE – 3 NOVEMBER 2009
NATIONAL FRAUD INITIATIVE 2008/09 - UPDATE
REPORT OF THE CORPORATE DIRECTOR RESOURCES
1.
PURPOSE
1.1
To update the Audit Committee on:


a)
the requirements of the Audit Commission National Fraud Initiative (NFI) 2008/09; and

b)
progress to date on the exercise.

2.
RECOMMENDATIONS

2.1 
That the Audit Committee notes the information in this report and the progress made to date on the NFI exercise.

3.
SUMMARY

3.1
The Audit Commission’s NFI exercise is part of Central Government’s national recognition that taxpayers have a right to expect public bodies to put in place every possible measure to protect their money from fraud. The national public bodies included in this exercise are police authorities, local probation boards, fire and rescue authorities and all upper tier and district councils. The exercise is undertaken every two years.
3.2
The council has a statutory responsibility to provide data to the Audit Commission for the prevention and detection of fraud as part of a National Fraud Initiative (NFI).  NFI is an exercise that matches electronic data within and between audited bodies to prevent and detect fraud. 

3.3
From 2008, the Commission has conducted data matching exercises under its new statutory powers in the Audit Commission Act 1998, Part 2 A. The processing of data by the Commission in a data matching exercise is carried out with statutory authority. It does not require the consent of the individuals concerned under the Data Protection Act 1998.
3.4
From 6 October 2008 the Council was required to upload various data sets (see section 5) to the Audit Commission website via a secure link.
3.5
From 28 January 2009 the Council’s data matches were available through a secure link from the Audit Commission’s website. Investigations into these matches have taken place in the relevant service areas with the deadline for completion being 31st December 2009.
4.
PREVIOUS MINUTES
4.1
Audit Committee 28th July 2009 – 2008/09 Annual Report – Corporate Anti-Fraud & 
Corruption Activity
5.
INFORMATION 

5.1
Since 1996, the Audit Commission has run the NFI once every 2 years. For the 2006/07 exercise only payroll, benefits and creditor datasets were required. Part way through the 2006/07 exercise an Audit Commission pilot was undertaken matching Council Tax and Electoral Registration information, this is due to be repeated in 2009/10. Data matches for all previous exercises have been investigated by the relevant service area. Datasets have been extended for 2008/09 and the new areas are highlighted in paragraph 5.5 below.
5.2
The Councils arrangements for the last NFI exercise (2006/07) were reviewed as part of the CPA Use of Resources inspection with the results of this review included in the Annual Audit letter. The External Auditor is visiting T&W this autumn to review progress on the 2008/09 exercise and this will be reported as part of CAA Use of Resources.

5.3
The Audit Commission published a Code of Data Matching on 21st July 2008 which governs how the NFI exercise should operate. This code required the Council to send its datasets to the Audit Commission by 6 October 2008. The Code of Data Matching Practice is a statutory code, and all organisations that participate in the Commission’s data matching exercises, including the Commission itself, are required to have regard to it. 
5.4
The code requires the Council to nominate responsible person(s) to undertake specified duties in relation to NFI. For this authority these are:-

· Senior Responsible Officer – Corporate Director: Resources 

· Key Contact – Group Auditor - key contact with the Commission. The key contact is also responsible for data handling and the co-ordination of data matches and follow up of investigations undertaken by service areas.
5.5
The Council is required to provide a number of datasets to specifications set by the Audit Commission in October 2008. This data includes:

· Benefits Data (Data provided to Audit commission by the DWP)
· Blue Badges (new for 08/09)

· Payroll

· Insurance Claimants (new for 08/09)

· Creditors

· Student Loans (Data provided and investigated by Shropshire County Council)  

· Private Supported Care Home Residents (new for 08/09)

· Transport Passes and Permits (includes residents parking and concessionary travel) (new for 08/09)

· Licences – Market trader/operator, taxi drivers and personal licences to supply alcohol. (new for 08/09)

 5.6
The Council also has a responsibility to ensure an adequate fair processing notice

 is given to participants. The Council needs to, so far as is practicable, ensure that fair processing notices are actively provided, or at least made readily available, to the individuals about whom they are sharing information. This is a requirement of the Data Protection Act 1998 and has been undertaken where appropriate by the Council.

5.7
NFI data matches were received in February 2009. The number of matches split across the datasets is shown below along with details of the numbers of matches that have been investigated by T&WC to date: 
	DATASET
	No. of Original Matches
	No. of Matches Investigated

(as at 08/10/09)

	Payroll
	141
	33

	Housing Benefits
	1874
	908

	Creditors
	3436
	976

	Blue Badge/ Parking Permits
	360*
	304

	Concessionary Travel Passes
	122*
	122

	Private Residential Care Homes
	80
	80

	Insurance Claims
	311*
	206

	Licences
	0
	0


* Financial savings for the authority are not expected for these matches. These matches are about identifying fraud/error and misuse of services and will not result in a recovery of expenditure.
5.8
The Audit Commission do not expect every single data match to be investigated. However where possible all records should be initially reviewed and Audit Commission recommended filters used on the data to focus resources and investigations. Service areas providing the dataset are responsible for the investigation of data matches in their area. Resources from other associated service areas may also be required. Overall co-ordination, advice and support is provided by Internal Audit. 
5.9
Data matches should be investigated promptly as the Audit Commission will be monitoring progress. The Audit Commission deadline for the completion of investigations into data matched records is 31 December 2009 (this can be extended by mutual agreement). 
6.
OTHER CONSIDERATIONS

	AREA
	COMMENTS

	Equal Opportunities
	All equal opportunity requirements will be complied with.


	Environmental Impact
	None

	Legal Implications
	Part 2 A Audit Commission Act 1998 sets out the statutory provisions in respect of the Audit Commissions powers to undertake the NFI exercise and also the duty on the Council to take part in the exercise.  The Council is still subject to Data Protection Act 1998 principles when supplying data to the Audit Commission.

The Council has a statutory responsibility to provide data to the Audit Commission under section 32 B Audit Commission Act 1998; failure to do so without reasonable excuse is a criminal offence, punishable on summary conviction by a level 3 fine (currently £1,000) plus up to £20 per day for each day the offence continues after conviction.  

The Council needs to, so far as is practicable, ensure that fair processing notices are actively provided, or at least made readily available, to the individuals about whom they are sharing information. This is a requirement of the Data Protection Act 1998.
If fraudulent activity is proved from investigating data matches then criminal proceedings may be instituted.


	Links with Corporate Priorities
	Preventing and detecting fraud helps the Council to achieve Priority 7: An Efficient, Effective and Customer-Focused Council that delivers Value-For-Money for the Community. This exercise also complies with the anti fraud and corruption policy and principles of good governance.


	Financial Implications
	Identifying and investigating instances of fraud support the delivery of Value for Money and Public Accountability which are two key principles for local authorities.  

There are costs associated with investigation work and as no additional funds are available the associated costs are being met from within current service budgets.  Where funds are recovered these will be retained by the service area.


	Opportunities and Risks
	Opportunities include identifying instances of fraud and recouping expenditure. Changing procedures to prevent fraud in future.
Risks include not undertaking the exercise adequately resulting in not identifying fraud and possible adverse comments from the Audit Commission/External Audit. 


	Ward Implications
	District wide implications.


7.
BACKGROUND PAPERS

Audit Commission Code of Data Matching Practice 2008
Audit Commission Code of Practice 2005

Audit Commission Plan 2008/09

Report prepared by Rob Montgomery – Group Auditor Tel: 01952 383103.
� A notice to data subjects that clearly sets out an explanation that a persons data may be disclosed for the purpose of preventing and detecting fraud
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