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Report by Audit Scotland: Review of recovery of benefits subsidy in 2012/13 
 
Summary 
 
This independent Report into the subsidy claims of Scottish Councils and spending 
in areas not fully funded by the Department of Work and Pensions, and provides a 
useful insight into subsidy losses funded from each Council’s budget.  
 
The Report Summary (in Appendix 1, attached) identifies areas of good practice, 
which have been reviewed by the Council and will continue to be the subject of 
improvement actions.   
 
 

1. Background 
 

1.1 The background to this work by Audit Scotland looking at all 32 local 
authorities, is set out on page 5 of their Report. 
 

1.2 
 
 
 

It is important to note that the subsidy system is designed so that some 
elements of expenditure on Benefit do not receive full subsidy, as an incentive 
to Councils to manage these. 

1.3 To put the losses into perspective, for 2012/2013 the Highland Council had the 
eighth highest caseload in Scotland and at £1.6m the eighth highest amount of 
local funding. 
 

2. The Highland Council  
 

2.1 With the processing of change in circumstances performance now in the top 
quartile nationally, continuing prompt and accurate administration should 
ensure that any Local Authority Error Overpayments (as defined) are 
minimised. 
 

2.2 Subsidy at the rate of only 40% is received in respect of Claimant Error 
Overpayments, so this is an area where staff training continues to be focused 
in order to reduce subsidy losses. 
 

2.3 
 
 
 
 
 
 

Where Benefit Overpayments do arise there is a clear strategy and procedure 
as to how they are pursued, whether this be by recovery from ongoing benefit 
(although recoveries by this means are constrained by law), raising an invoice 
against the customer, or recovery from a Local Authority rent account that is in 
credit. 
 
 



2.4 
 
 
 

There are in place appropriate cross-Service management responses to the 
particular challenges posed by the Council’s duties to the homeless, this being 
an area where the tenure of the housing offered has a consequence in 
determining the subsidy payable. 
 

2.5 Whilst the reduction in both homelessness and overall Housing Benefit 
caseload has reduced the Council’s net cost of benefit subsidy, this remains 
an area where the level of recovery of overpaid Housing Benefit is low. 
 

2.6 The Service believes that it can increase income through more efficient 
processes in the issuing of invoices and more effective recovery processes. 
These efficiency gains are reflected in budget savings proposals in 2014/15, 
covered in an earlier report on today's agenda. 
 

3. Checklist of Improvement Actions 
 

3.1 The Audit Scotland Report (at exhibit 2), sets out examples of good practice 
that may help authorities generally to reduce subsidy losses.  Appendix 2 
shows local progress against these. 
 

4. Implications 
 

4.1 Financial 
 

4.1.1 The level of subsidy lost represents a real cost to the Highland Council and 
councils generally, as highlighted in the Audit Scotland report. The Finance 
Service undertakes a number of actions to minimise cost, but believes that 
further progress can be made, and this is reflected in budget savings 
proposals for 2014/15.  
 

4.2 Risk 
 

4.2.1 
 
 
 
 
 

Changes due to welfare reforms, and individuals’ changing circumstances, 
present an ongoing financial risk to the Highland Council. The Council has 
established, and has proposals elsewhere on this agenda, to take a number of 
preventative measures to mitigate the impact. Effective and efficient 
processing of benefit claims and change of circumstances will also mitigate the 
risk of loss of subsidy. 
 

4.3 Equalities 
 

4.3.1. Benefits claims are progressed fairly and sympathetically, mindful of the 
experience of people on low incomes, unemployment, and others specifically 
impacted by welfare reforms. This is particularly the case for people with 
disabilities and single parents. The Council offers a Money Advice and Income 
Maximisation Services, and works closely with Citizens Advice Bureaux, to 
ensure that people access the benefits to which they are entitled. This work 
supports and complements the work to ensure that awards of benefit are made 
in accordance with regulations, but made promptly. 
 



4.4 Other 
 

 There are no Legal, Climate Change/Carbon Clever or Gaelic implications 
arising from this Report. 
 

 
Recommendation 
 
Members are asked to note the useful information that is contained in this paper by 
Audit Scotland, and endorse the actions that are being taken by officers in 
accordance with best practice.  
 
 
 
 
Designation:    Director of Finance 
 
Date:     19 May 2014 
 
Author:    WDD Lamont, Head of Exchequer & Revenues 
 
Background Papers:  Audit Scotland Report dated February 2014 
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Subsidy Area Good Practice The Highland Council Position 
Eligible 
Overpayments 

Risk based, proportionate intervention 
activity is in place to identify change of 
circumstances and then take 
corrective action. 

Interventions Strategy will be subject to 
review on an ongoing basis.  

Eligible 
Overpayments 

The outcomes of intervention activity 
are monitored to identify 
improvements for future activity. 

This forms part of the Interventions 
Strategy. 

Eligible 
Overpayments 

Claimants are encouraged to report 
change of circumstances on time. 

This has already been implemented and 
accepted by the 2013 Audit Scotland 
Housing Benefit Risk Assessment Audit. 
The Corporate Improvement Team is 
working with the Finance Service to 
introduce an online change in 
circumstances form by October 2014.  

Eligible 
Overpayments 

Overpayments are rigorously 
recovered from claimants. 

Analysing recovery levels and 
reassessing inter-team actions to ensure 
most efficient progress on this.  

Eligible 
Overpayments 

A proactive fraud culture is in place 
which encourages the reporting of 
possible fraudulent claims and leads 
are appropriately followed up. 

This is already implemented and 
accepted by the 2013 Audit Scotland 
Housing Benefit Risk Assessment Audit. 

Eligible 
Overpayments 

Successful prosecutions are advertised 
to help deter fraudulent claims. 

Prosecutions can be reported in the 
media and related information has been 
passed to the Council’s Public Relations 
team in the past. We also report 
anonymised statistics on an annual 
basis.  

LA Error & 
Administrative 
Delay 
Overpayments 

There are sufficient numbers of 
trained and effective benefits 
processors in place.  

Overpayment training has been raised in 
ERDs.  Local Authority Error rates are 
low and within the Threshold /Cap  

LA Error & 
Administrative 
Delay 
Overpayments 

Processes are in place to ensure 
backlogs of work do not build up. This 
includes ensuring that the workload is 
regularly monitored and appropriate 
actions are taken when required. 
 

This is already implemented and 
accepted by the 2013 Audit Scotland 
Housing Benefit Risk Assessment Audit.  

LA Error & 
Administrative 
Delay 
Overpayments 

A robust quality assurance framework 
is in place which includes effective 
accuracy checking procedures as well 
as actions to address poor 
performance. 

This is already implemented and 
accepted by the 2013 Audit Scotland 
Housing Benefit Risk Assessment Audit. 

Audit of Subsidy 
Claims 

Effective accuracy checking 
procedures are in place 

This is already implemented and 
accepted by the 2013 Audit Scotland 
Housing Benefit Risk Assessment Audit.  
Accuracy levels are in excess of 99% 

Audit of Subsidy 
Claims 

Accuracy checking procedures cover 
Overpayment classification as well as 
the actual calculation of 
Overpayments. 

This is already implemented and 
accepted by the 2013 Audit Scotland 
Housing Benefit Risk Assessment Audit.  
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Audit of Subsidy 
Claims 

Council IT departments, Accountants, 
and Software Providers are involved 
as appropriate where there are 
problems with benefit reconciliations.  

No reconciliation issues, but would 
involve others as necessary if the 
situation merited it.  

Audit of Subsidy 
Claims 

Subsidy claims are reviewed for errors 
and inconsistencies prior to 
submission to the DWP and auditors.  

Comparisons are made to mid-year 
estimates and previous claim forms to 
test reasonableness. The claim is also 
considered by the Head of Exchequer 
and Revenues before it is signed off.  

Expenditure on 
accommodation 
to discharge 
homeless duties 

The type of accommodation used is 
reviewed to ensure value for money 
and the best outcomes for claimants 
are being achieved.  

Procedures in place (Head of Housing)  

Expenditure on 
accommodation 
to discharge 
homeless duties 

The cost of accommodation being 
used is regularly reviewed to identify if 
there are any alternative cheaper 
options. 

Regularly reviewed by Housing 

Expenditure on 
accommodation 
to discharge 
homeless duties 

Contracts for the provision of 
accommodation are in place and are 
reviewed regularly to ensure value for 
money is being achieved.  

Already in place (Head of Housing) 

Expenditure on 
accommodation 
to discharge 
homeless duties 

Value for money is achieved during 
tendering exercises. 

Appropriate procurement arrangements 
are in place 

Expenditure on 
accommodation 
to discharge 
homeless duties 

Those people presenting themselves 
as homeless are not accommodated in 
expensive bed and breakfast 
accommodation where possible.  

The Council’s strategy has been to move 
steadily away from such provision.  

Expenditure on 
accommodation 
to discharge 
homeless duties 

Claims are reviewed to ensure they 
are correctly classified. 
 
 
 

Intervention Strategy refers.  

Expenditure on 
accommodation 
to discharge 
homeless duties 

Value for money is achieved in 
contracts for the provision of support 
services.   

All Council procurement is regulated.  

Expenditure on 
accommodation 
to discharge 
homeless duties 

The cost of support services is 
regularly reviewed to ensure services 
are efficient and effective.  

Monitored by Head of Housing within 
corporate rules. 
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