
Report Number C/16/41

To: Cabinet
Date: 14 September 2016
Status: Non-Key Decision
Head of Service: Pat Main, Head of Finance
Portfolio Holder: Councillor Miss Susan Carey, Cabinet Member for Finance

SUBJECT: RISK BASED VERIFICATION POLICY FOR HOUSING BENEFIT AND    
COUNCIL TAX REDUCTION

SUMMARY: 

This report sets out a new policy within the administration of Housing Benefit and Council 
Tax Reduction to implement and carry out Risk Based Verification of applications and 
reported changes.

This forms an element of the eform application process to be introduced in October 2016.

REASONS FOR RECOMMENDATIONS:

Cabinet is asked to approve the following recommendations to allow the implementation of 
Risk Based Verification on Housing Benefit and Council Tax Reduction new claims and 
change of circumstances. This will allow the targeting of resources from low risk cases to 
those which are at higher risk of potential fraud and error. By identifying these cases at the 
point of entry the process should help to reduce fraud and error from entering the system.

RECOMMENDATIONS:    
Cabinet is asked to:

1. To receive and note report C/16/41.
2. To agree to the Risk Based Verification policy (Appendix 1) to take effect from 1 

September 2016.

This report will be made 
public on 6 September 
2016



1. BACKGROUND 

1.1 Following the publication of DWP Circular HB/CTB S11/2011 (Appendix 2), local 
authorities have been able to implement a ‘risk-based’ approach to verifying claims.

1.2 Risk Based Verification (RBV) is technology that changes the evidence 
requirements as it risk assesses new claims and changes in circumstance at the 
point of claiming/notifying of a change. Claims will be categorised as low, medium 
or high risk. Levels of verification against each risk category are detailed in the draft 
Risk Based Verification Policy (Appendix 1). Classification of claims allows 
resources from low risk cases to be channelled towards high risk cases and reduce 
fraud and error from entering the system at the first point of entry.

1.3 Housing Benefit (HB) and Council Tax Reduction (CTR) has traditionally been 
claimed through paper application forms. These are then scanned and indexed into 
software accessed by assessment officers.

1.4 The implementation of electronic claims from October 2016 will allow new claims to 
be made online and enable the electronic notification of changes of circumstance. 
The data entered onto these forms can be analysed using RBV software to provide 
the following benefits:

i) For cases identified as low risk, the applications will be processed faster than 
the current format, delivering service improvement for the customers and 
improved performance for the Council.

ii) For cases that are identified as high risk the Council will be able to more 
accurately detect fraud and error at the start of a claim/change and reduce 
the risk of large overpayments and fraud.

1.5 It should be noted that the implementation of RBV technology is essential to enable 
delivery of the service’s 2016/17 budget saving as part of the revenues and benefits 
Digital Transformation project.

2. HOW RISK BASED VERIFICATION WORKS 

2.1 RBV assigns a risk-rating to each claim. This determines the level of verification 
required. Greater activity is therefore targeted toward checking those claims 
deemed to be at highest risk of involving fraud or error:

 Low risk cases: only essential checks will be made (for example, ID as 
required by legislation). This is a saving on assessment administration for 
these cases which are currently checked fully. This will be for approximately 
55% of cases 



 Medium risk cases: these will be processed to a similar way as claims are 
currently, with evidence required as originals or photocopies being accepted. 
This will be for approximately 25% of cases.

 High Risk cases: Enhanced stringency will be applied to the verification. 
Original copies will be required and possible additions such as the 
requirement of extra documentation, visits and further interventions. This will 
be for approximately 20% of cases.

2.2 The estimated distribution means that there are significant processing efficiencies 
for over half of the cases and resources can be allocated to targeting verification 
and scrutiny on a lower number of high-risk claims which will lead to more effective 
targeting of minimising fraud and error at the first stage of application.

3. LEGAL REQUIREMENTS

3.1 If an authority chooses to adopt RBV it must have in place a RBV Policy setting out 
the risk profiles and verification standards that will apply and the minimum number 
of claims to be checked. 

3.2 The RBV policy must be approved and signed off by members and have the 
agreement of the Council’s Section 151 Officer. The DWP also consider it good 
practice for the policy to have been examined by the Council’s Audit & Risk 
Committee or similar appropriate body. These requirements are laid out in Appendix 
2 (Point 14).

3.3 Due to the nature of the content of the policy, it is not made publicly available. It is 
also expected that there is monthly monitoring of RBV to ensure the effectiveness 
of the baseline and performance. 

4. RISK MANAGEMENT

4.1 A summary of the perceived risks follows:

Perceived risk Seriousness Likelihood Preventative action

RBV policy is 
not agreed

High Low The Policy will be reviewed 
and agreed by all relevant 
parties prior to being used in 
a live environment.

The Council 
fails to apply 
verification 
standards as 
stipulated in the 
RBV policy, 
resulting in loss 
on HB subsidy

High Low Internal Audit and RBV 
suppliers will analyse 
and agree the standards 
as set out in the policy

Applicants will 
enter false data 
into the system 
to maximise 
their awards 
fraudulently.

Medium Low The RBV risk analysis 
will highlight cases of 
clear discrepancy prior 
to payments being 
made.
A percentage of low risk 
cases will receive follow 



up reviews a time after 
their claim is made to 
make a cursory check 
on the circumstances.

RBV results are 
not identifying 
the expected 
results of cases 
in each risk 
category.

Medium Medium The performance will be 
monitored monthly to 
ensure effectiveness.

5. LEGAL, FINANCIAL AND OTHER CONTROLS/POLICY MATTERS

5.1 Legal Officer’s comments 
There are no legal implications arising directly out of this report on the basis the 
Council has the right to use the software which implements the RBV policy. However, 
CMT must be aware of potential consequences to staff arising out of implementation 
of the RBV policy.

5.2 Finance Officers comments 
This report relates to the adoption of a Risk Based Verification (RVB) policy for 
Housing Benefit and Council Tax Reduction claims. Linked to the implementation of 
electronic claims from October 2016, it will enable the Council to determine the risk 
level of such claims. This will enable the Council to target those claims deemed to be 
at the highest risk of involving fraud or error.
Paragraph 1.4 indicates that for high risk cases the Council will be able to more 
accurately detect fraud and error at the start of a claim/change and reduce the risk of 
large overpayments and fraud. This should provide saving because we only receive 
40% subsidy on these cases where an overpayment occurs.

In addition, paragraph 2.1 shows that it is estimated that 55% of cases will be low 
risk. Because these require lower administration costs, this should produce saving to 
the Council. These and any associated one-off restructuring costs need to be 
quantified and included in future Budget Strategies. 

Guidance in Appendix 2 indicates that failure by the Council to apply the verification 
standards contained in its RBV Policy to its HB/CTB claims will cause the 
expenditure concerned to be treated as a Local Authority error. The Council would 
receive no subsidy on these payments. Careful monitoring of this will, therefore, be 
required.

5.3 Equalities and Diversities Implications 
The policy has been produced in line with Department of Work and Pensions 
guidance on the use of Risk Based Verification circular S11/11and is the basis for 
seeking to reduce the amount of fraud and errors within the process. It is therefore 
not deemed to have an impact on the protected characteristics and will in fact, seek 
to ensure a fairer and more robust process in the system. 

5.4 Communication Implications
If adopted this can be publicised as an example of council working more efficiently.

6 CONTACT OFFICERS AND BACKGROUND DOCUMENTS



6.1 Councillors with any questions arising out of this report should contact the following 
officer prior to the meeting

Report author: Andrew Hatcher
Telephone: 01303 853348
Email: andrew.hatcher@shepway.gov.uk 

7.2 Appendices:
Appendix 1 – Proposed Shepway District Council Housing Benefit and Local Council 
Tax Reduction Risk Based Verification Policy

Appendix 2 – Housing Benefit and Council Tax Benefit Circular S11/2011

mailto:andrew.hatcher@shepway.gov.uk

