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To: Housing Committee 

O1 b AGENDA ITEM No. .... .!..... .... 
NORTH LANARKSHIRE COUNCIL 

Subject: Social Security 
Administration (Fraud) Act 
1997 

REPORT 

Date: 2 1 September 1998 Ref: penalty.hc/4 

From: Director of Housing 

- 1. Introduction 

1.1 The purpose of this report is to update Committee on the Housing Department’s proposals to 
implement administrative penalties under the terms of the Social Security Administration 
(Fraud) Act 1997. 

- 2. Background 

2.1 The Social Security Administration (Fraud) Act 1997 amends the law relating to social 
security offences, in particular the Social Security Administration Act 1992, which governs 
the administration of Housing Benefit and Council Tax Benefit. 

2.2 A report to Housing Committee in August 1997 outlined some of the provisions of the Act. 

- 3. Administrative penalties 

3.1 Section 15 of the Fraud Act introduces penalties as an alternative to prosecution, and became 
effective from December 1997 (see Appendix A). 

3.2 In cases of Benefit fraud, an alternative to prosecution has been introduced, which allows local 
authorities to impose a penalty of 30% of the amount of benefit which has been overpaid to the 
claimant as a result of fraud. 

3.2 The procedure for imposing the penalty is as follows :- 

(a) a Benefit claimant or the landlord of a benefit claimant must have committed fraud, 
with the intention of obtaining Housing or Council Tax Benefit to which he or the 
claimant was not entitled. 

(b) the Department must have sufficient evidence against the claimant or landlord to 
present the case to the Procurator Fiscal for prosecution 
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- 4. 

4.1 

4.2 

4.3 

4.4 

- 5 

5.1 

- 6 

6.1 

(c) the claimant or landlord must have been paid Housing or Council Tax Benefit to which 
he was not entitled 

(d) the claimant or landlord is offered a choice between paying back the overpayment and 
having his case presented to the Procurator Fiscal, or paying back the overpayment plus 
a 30% penalty 

Representatives from the Housing Department and from Legal Services have had extensive 
discussion with the Procurator Fiscal’s office in Airdrie regarding this matter. In view of the 
level of Benefit fraud in North Lanarkshire, the Procurator Fiscal is positive about such 
prosecutions, and has encouraged the Housing Department to put forward a “test case” for 
prosecution. 

The Housing Department is currently assessing recent fiaud cases with a view to presenting one 
to the Procurator Fiscal’s office as a potential prosecution. If this is successful, a framework for 
prosecution will be drawn up, using criteria similar to those in the succcessful prosecution case. 
Future fraud cases which meet these criteria will be offered the opportunity to avoid prosecution 
by paying the administrative penalty. 

Conclusion 

The power to impose a penalty as an alternative to prosecution presents the Council with an 
opportunity to avoid the lengthy and time-consuming preparations involved in prosecution, and 
to recover the additional costs involved in the administration of overpayments. 

The Department has recently put in place new procedures for the recovery of Benefit 
overpayments, utilising the Council’s Debtor computer system, and these procedures can 
accommodate the recovery of a 30% penalty where required. 

By offering claimants the opportunity to avoid prosecution, it is anticipated that the 
administrative penalty will provide a cost-effective means of increasing revenue, and will also 
act as a deterrent to other potential fiaudsters. 

It should he emphasised that, in accordance w!th the Act, only proven f?audu!ent claim-s wi!! he 
considered for prosecution. 

Recommendation 

Committee is asked to note the provisions of section 15 of the Fraud Act and approve use of the 
powers contained therein to full advantage in the prevention of benefit fraud. 

Background information 

Background information is available within the Housing Department. 

Director of Housing 
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APPEM)IX A 

Section 15 of the Social Security Administration (Fraud) Act 1997 

(1) This section applies where an overpayment is recoverable from a person by, or due from a 
person to, the Secretary of State or an authority under or by virtue of section 71, 71A, 75 or 76 
above, and it appears to the Secretary of State or authority that - 
(a) the making of the overpayment was attributable to an act or omission on the part of that 
person; and 

(b) there are grounds for instituting against him proceedings for an offence (under this Act or 
any other enactment) relating to the overpayment. 

The Secretary of State or authority may give to the person a written notice - (2) 

(a) stating that he may be invited to agree to pay a penalty and that, if he does so in the manner 
specified by the Secretary of State or authority, no such proceedings will be instituted against 
him; and 

(b) containing such information relating to the operation of this section as may be prescribed. 

(3) The amount of the penalty shall, be 30 per cent. Of the amount of the overpayment (rounded 
down to the nearest whole penny). 

(4) If the person agrees in the specified manner to pay the penalty - 

(a) the amount of the penalty shall be recoverable by the same methods as those by which the 
overpayment is recoverable; and 

(b) no proceedings will be instituted against him for an offence (under this Act or any other 
enactment) relating to the overpayment. 

(5) The person may withdraw his agreement to pay the penalty by notifying the Secretary of State 
or authority, in the manner specified by the Secretary of State or authority, at any time during 
the period of 28 days beginning with the day on which he agrees to pay it; and if he does so - 
(a) so much of the penalty as has already been recovered shall be repaid; and 

(b) subsection (4)(b) above shall not apply. 

(6) Where, after the person has agreed to pay the penalty, it is decided on a review or appeal or in 
accordance with regulations that the overpayment is not recoverable or due, so much of the 
penalty as has already been recovered shall be repaid. 

(7) Where, after the person has agreed to pay the penalty, the amount of the overpayment is revised 
on a review or appeal or in accordance with regulations - 

(a) so much of the penalty as has already been recovered shall be repaid; and 

(b) subsection (4)(b) above shall no longer apply by reason of the agreement; 
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but if a new agreement is made under this section in relation to the revised overpayment, the 
amount already recovered by way of penalty, to the extent that it does not exceed the amount of 
the new penalty, may be treated as recovered under the new agreement instead of being repaid. 

(8) In this section “overpayment” means - 

(a) a payment which should not have been made; 

(b) a sum which the Secretary of State should have received; 

(c) an amount of benefit paid in excess of entitlement; or 

(d) an amount equal to an excess of benefit allowed; 

and the reference in subsection (l)(a) above to the making of the overpayment is to the making 
of the payment, the failure to receive the sum, the payment of benefit in excess of entitlement or 
the allowing of an excess benefit. 


