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About Child Poverty Action Group 

Child Poverty Action Group works on behalf of the more than one in four children in the UK growing up in poverty. It 
doesn’t have to be like this. We use our understanding of what causes poverty and the impact it has on children’s lives 
to campaign for policies that will prevent and solve poverty – for good. We provide training, advice and information to 
make sure hard-up families get the financial support they need. We also carry out high-profile legal work to establish 
and protect families’ rights.  

www.cpag.org.uk  

About CPAG’s Early Warning System 

Our Early Warning System (EWS) helps us get a better understanding of how changes to the social security system, 
including the introduction of universal credit, are affecting the lives of children and families. We gather information 
from advisers about the experience of children and families, and identify recurring problems. This intelligence informs 
much of our policy, research and campaigns work on universal credit, and also feeds into the advice we give frontline 
staff through our training, publications and advice service.  

http://www.cpag.org.uk/earlywarning-system 

 

 
Q1: Please provide details of any debts owed to central and local government organisations you believe should 
not be considered as part of this call for evidence. 
 
We believe this call for evidence should have a wide scope, to cover all debts to central and local government 
including court fines and universal credit advance payments. Narrowing the scope would limit the effectiveness of 
the review. Debts owed to government are a part of a bigger picture of financial health in the country, and to have 
maximum impact in resolving and mitigating debts, this call for evidence should consider all debts which fall to 
government to recover.  
 
Our response to this consultation will focus on the debts that are recoverable through deductions from universal 
credit claims, namely: 

 Universal Credit advances 
 Court fines 
 Hardship loans 
 Benefit overpayments 

 
However, we note that deductions for these debts cannot be considered in isolation. Cases from our Early Warning 
System indicate that claimants are often subject to more than one debt deduction in their universal credit, some 
may be related to benefit or government debts, others to third parties e.g. rent arrears. Our response is informed by 
CPAG’s Early Warning System (see above) and case studies from the EWS feature throughout this submission. 
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Affordability 
 
Q2: Do you have any concerns about the way affordability is assessed by central and local government 
organisations agreeing debt repayments?  
 
Universal credit (UC) is a subsistence benefit meaning that claimants are never awarded more than they need to 
meet their day-to-day living costs (as set by the government). Any reductions to, or deductions from their 
entitlement, necessarily result in a negative budget and it can therefore be argued that any deduction, whatever the 
rate, is unaffordable. Great care must therefore be taken in ensuring that such deductions are if not affordable, are 
at least as affordable as possible.  
 
The rules governing recovery via UC differ for each deduction, and even where one permits some limited 
consideration of affordability by the individual (e.g. UC advance), the combined effect of that deduction with others 
which include no such consideration, can quickly result in an untenable financial situation. Although this document 
focuses on government debts, it is therefore noted that all deductions from universal credit must be reviewed if 
affordability is truly to be taken into account.  
 
Regulations 
The regulations governing the recovery of debts through the universal credit system are complex. The attached 
“cheat sheet” provides a snapshot of how the rules differ for each deduction type, and demonstrates that even 
where there are safeguards in place – such as a limit on the total that may be deducted in any one assessment 
period, or a limit on the number of deductions that can be made – there are exceptions to each of these.  
 
Deductions from subsistence benefit are not agreed, but imposed, and may be applied to a universal credit award 
without the claimant’s consent. The maximum rates of UC deductions are set by regulations and those rates are in 
the vast majority of cases not affordable, particularly compared to the much lower rates applicable in legacy 
benefits.  
 
Case study 1 
A single mother of three children had her universal credit reduced by the following deductions each month: 

 £83.34 for a UC advance 
 £15.82 for a second UC advance 
 £0.83 for a third UC advance 
 £61.47 for a UC overpayment 
 £61.47 for an historical tax credit overpayment 
 £20.49 for court fines 

She was left with £683.55 to cover her and her children’s living costs. That’s just £158 per week.  
 
Case study 2 
A single UC claimant has a spare bedroom so she is subject to the bedroom tax. Her housing element is reduced by 
14% and she has to make up the rent out of the rest of her UC award. She also has a rent arrears deduction which 
amounts to about £50 per month. She is therefore trying to make ends meet on considerably less than the amount 
the government has set for subsistence levels. She lives in a housing association property and cannot afford to rent 
privately, but cannot be moved to a smaller property to avoid the bedroom tax until her rent arrears have been 
cleared.  
 
UC is purported to be a benefit which supports claimants into work. However, debt deductions at such high rates can 
undermine efforts to return to the labour market. The jump from a 15% to 25% recovery rate when a claimant’s 
earnings start to reduce their universal credit award can also result in being worse off in work.  
 
Example 1 
A single person aged over 25 works two hours per week at national minimum wage. Their monthly wage is about £75 
per month. When they’re not working and whilst subject to a deduction for an overpayment, their total income is 
£348.41 per month. When they’re working, their UC is reduced to £259.80 per month and their total income is 
£334.80 per month.  
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Even when they work enough to ensure their total income is more than when they were not working, they may not 
be better off overall when the additional costs of working (e.g. travel costs) are taken into account. 
 
Example 2 
A single person aged over 25 works eight hours per week at national minimum wage. Their monthly wage is about 
£300 per month. When they’re not working and whilst subject to a deduction for an overpayment, their total income 
is £348.41 per month. When they’re working, their UC is reduced to £118.42 per month and their total income is 
£418.42 per month. Their income is only £70 per month (or £16 per week) more than if they were not working at all, 
and that difference could easily be eaten up by the costs to taking up work, such as commuting.  
 
Guidance 
Where the regulations set the maximum limits for recovery of government debts through universal credit, guidance 
may set out mitigating measures to reduce hardship and potentially consider affordability. However, the guidance 
provided so far does little to remedy the lack of consideration of affordability in the regulations.  
 
The Department for Work and Pensions’ guidance on the recovery of each debt listed above is set out in the 
following documents: 

 DWP Universal Credit guidance: Advances – new claim 
http://data.parliament.uk/DepositedPapers/Files/DEP2019-0980/6._Advances_-_New_Claim_v6.0.pdf  

 DWP Universal Credit guidance: Deductions http://data.parliament.uk/DepositedPapers/Files/DEP2019-
0980/38._Deductions_v5.0.pdf  

 DWP Universal Credit guidance: Overpayments http://data.parliament.uk/DepositedPapers/Files/DEP2019-
0980/93._Overpayments_v4.0.pdf 

 DWP Benefit Overpayment Recovery Guide 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/91140
7/benefit-overpayment-recovery-guide.pdf  

 
None of the documents listed above refer to affordability when setting or renegotiating rates of recovery. The 
limited discretion that has been permitted must be requested to be applied, and focuses only on “exceptional 
circumstances” causing “genuine hardship” and has no regard for affordability – which would surely consider the 
total income and reasonable expenses of the household.   
 
Regulation 4 of the Fines (Deductions from Income Support) permit court fines to be deducted at any rate between 
5% of the standard allowance and £108.35. The guidance 
(http://data.parliament.uk/DepositedPapers/Files/DEP2019-0980/38._Deductions_v5.0.pdf) does refer to the 
minimum and maximum rates, but does not provide any direction as to the use of discretion when deciding which 
rate to apply.  
 
Case study 3 
A homeless universal credit claimant is having his award reduced to repay an advance and a court fine. His adviser is 
assisting him to obtain private rented accommodation but notes that the claimant doesn’t have enough to meet the 
council tax and energy bills, as well as his food costs. The DWP has said that they are unable to reduce the deduction 
for a court fine unless the request comes from the courts.  
 
In the case of recoverable hardship payments, the online guidance https://www.gov.uk/guidance/universal-credit-
debt-and-deductions-that-can-be-taken-from-payments?#how-much-can-be-taken-from-universal-credit-payments 
appears to fetter the discretion permitted by the regulations in stating that “Once a Recoverable Hardship Payment 
repayment has been applied this amount is non-negotiable.” 
 
Case study 4 
A young person was subject to a one month sanction in his universal credit. He didn’t have anything to live on during 
that month so he was obliged to request a hardship payment of £150. The hardship payment was automatically 
recovered over the following two months at a rate of 30% of his standard allowance. The young person suffered at 
first a punishment of a reduced monthly allowance and then two further months of reduced income, averaging £40 
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per week to live on over three months. With fuel costs of £20 per week, water £6 per week and Council Tax £4 per 
week plus other expenses such as a phone, TV licence and transport costs, this young person had nothing left to buy 
food, clothes or keep themselves clean. DWP refuse to use any discretion to reduce the rate of recovery.  
 
Although DWP policy reduced the limit set by regulations on the total that may be deducted in any one assessment 
period from 40% to 30%, there is little evidence that their guidance encourages the use of the discretion afforded 
them. 
 
Case study 5 
A single claimant was having 40% of her standard allowance deducted for a budgeting advance and a court fine, 
which was reduced to 30% in October 2019. She only receives £222.47 per month to live on, just over £50 per week. 
She can’t afford to live on such a low amount and has to rely on foodbanks regularly, as well as emergency gas and 
electricity credit on her meters. Her adviser helped her to talk to various DWP staff, who all insisted that the level of 
deductions could not be reduced because it is DWP policy. One member of staff even claimed it is the law that they 
take the maximum amount. No-one will respond to journal messages asking them to exercise their discretion to 
deduct amounts between 5 and 40%.  
 
In practice 
Case studies submitted to the EWS indicate that deductions are often imposed at maximum recovery rates without 
little  consideration of affordability.  
 
Case study 6 
Most of one man’s universal credit award is paid directly to his landlord to cover his rent of £1,050 per month. The 
standard allowance that is paid to him was reduced from £409 to £138 per month by a benefit cap reduction and 
deductions for an overpayment, a court fine and a budgeting advance. He has to survive on just over £30 per week.  
 
EWS cases indicate that requests to reduce recovery rates are often denied, citing a lack of evidence of financial 
hardship, despite deductions evidently being unaffordable.  
 
Case study 7 
A universal credit claimant had deductions from her award to repay an advance, plus a court fine. Initially, her UC 
was reduced by the maximum 40% of her standard allowance, then 30% when the maximum was reduced in October 
2019. She is struggling to live on the remaining award, just £292 per month. She is obliged to visit foodbanks 
regularly and repeatedly rely upon the discretionary award of emergency credit for her gas and electric meters. Her 
adviser has helped her to contact the DWP to have the rates of recovery reduced, but the DWP refuse to do so. They 
state that the law requires them to make deductions at the maximum possible rate.  
 
Case study 8 
A couple incurred a UC overpayment because the income that they had declared was not taken into account for some 
months. They asked that recovery of the overpayment be waived and explained that the overpayment accrued due to 
DWP error and its recovery was adversely impacting the claimant’s mental health. The DWP refused to waive 
recovery stating that the mental health problems were “pre-existing”.  
 
Deductions from universal credit are applied using an automated system, which does not appear to have the 
flexibility to take account of individual circumstances, or even agreements. Claimants who do manage to renegotiate 
individual deduction rates and successfully have them applied to their claim are often no better off as the system will 
automatically apply queued debt deductions to any “available” award.   
 
Case study 9 
A woman with a history of addiction is getting her life back together. Her adviser helped her to obtain a Debt Relief 
Order but as soon as all other deductions stopped, the fine (which cannot be included in a DRO) was ramped up to 
maximum rate. They were obliged to contact the court to have the deductions stopped and arrange a separate 
repayment plan of £21 per month until such time as a means hearing can take place. This woman will have to make 
the payments herself because the UC system cannot make deductions that are not in line with their standard rates 
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and automated system. The adviser is concerned that vulnerable people are having to make separate arrangements 
to ease hardship when direct deductions in UC are meant to help them manage repayments. 
 
Case study 10 
A single mother with mental health issues was no better off as a result of the suspension in debt deductions during 
lockdown. Although the suspension stopped the deductions for benefit overpayments and rent arrears, the deduction 
for a Council Tax debt continued and increased from £15.86 to £95 per month.  
 
Case study 11 
An adviser contacted the Early Warning System to express concern about the way deductions are applied in universal 
credit. “Time and time again we are faced with the very significant issue with the way deductions from Universal 
Credit are allowed which frequently cause serious difficulties for many claimants. As there is no set amount for any 
one deduction as soon as one deduction stops, another is frequently increased. Not only can this cause hardship, but 
it can also make it very difficult to budget as the claimant will not know beforehand exactly how much will be 
deducted. Whereas, of course, under the old benefit system there was a fixed amount that would be deducted, set at 
a reasonable amount and that the creditor was happy with - £3.70 a week for rent, council tax, utility or water 
arrears and £5 for a fine so at least the client knew the amount that would be deducted, as well as it being ‘more 
affordable’”. 
 
Case study 12 
A single mother who has been a victim of domestic violence had to stop working in March, when lockdown started. 
She has a spare bedroom so she is subject to the bedroom tax and she had built up rent arrears as well as other 
debts. She obtained a Debt Relief Order to freeze all her debts, except for a fine. Once the other deductions from her 
UC stopped, the deductions for the fine ramped up to £102.48 per month. The DWP refused to adjust it and the mum 
struggled to pay her bills and was starting to incur more debts immediately after obtaining a DRO. Her adviser was 
obliged to contact the court to have repayments reduced to £20 per month and to ask the court to cancel the UC 
deduction.  
 
There is room for a certain amount of affordability assessment in the application for a UC advance, but it is limited to 
an assessment by the individual claimant, not the creditor, and insufficient information is provided to allow the 
individual to make an informed decision (for example how much their UC award is likely to be each month, or other 
deductions that may be applied to their UC award).  
 
 
The following images show a selection of screens that a claimant sees when applying for a UC advance. 
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The maximum amount of advance available to claimants when they first claim is equal to their maximum 
entitlement, prior to reductions or deductions. Reductions may be applied due to earnings or other income, the 
benefit cap or non-dependants residing with the claimant. Deductions may be applied for sanctions or debt 
repayments. The amount actually received may be much less than the maximum entitlement. Claimants are 
therefore offered advance amounts which exceed the amount that they are able to repay.  
 
Although claimants may choose the rate and frequency of their repayments, they must do so in isolation from any 
other information. They may not yet know how much their UC entitlement, and therefore how much their overall 
income, will be – the award amount in each monthly assessment period is not confirmed until a week prior to 
payment. They may not be aware of or be able to recall all of the other deductions which may also apply to their 
award, reducing their UC payment and income further. Without details of their income, it is impossible for them to 
make an informed decision about affordability.  
 
Case study 13 
A single mum was able to take a universal credit advance of £1,500 when she made a new claim. The advance was 
spent on the immediate living costs incurred whilst she awaited her first payment. Her entitlement after other income 
was taken into account was only £963.67 per month but she is obliged to repay the advance at £125 per month. She 
is now in financial hardship and struggling to buy the basics for herself and her children.  
 
Q3: In your opinion, what is the best way to assess affordability of debt repayments? Please provide examples for 
any response you provide. This could include evidence on the role of technology.  
 
Debt advice organisations have a wealth of expertise and experience with regard to assessing affordability and 
making long-term repayment plans with which debtors may reliably comply.  
 
In our opinion, the government should draw on the recommendations made by national debt advice organisations. 
The standard financial statement is an effective way to collate all of the income and debts of an individual, with 
sufficient information to ensure genuine affordability of any proposed repayment plan. It is noted that these forms 
may be onerous to complete. However, they need only be completed fully once to be shared with all creditors. The 
government may wish to investigate the options for widening the scope of online access to the standard financial 
statement, and even integrating it into the UC system to be used in deciding and implementing or monitoring the 
affordability of debt deductions.  
 
The government may also consider suspending recovery of debts until such time as the claimant can afford to repay 
them. A sustainable model for this is already in place for Student Finance. Debtors make repayments towards their 
loan directly out their earnings once they are gainfully employed, and only if they obtain a certain level of income 
before a limitation period is reached. Although this would necessitate a greater burden of debt for the government 
to carry, it would permit people on the lowest incomes to spend their money in a way which boosts the economy i.e. 
directly on goods and services. It could also permit debts to be repaid at a faster rate, once repayments started, 
perhaps resulting in debts remaining ‘on the books’ for shorter periods overall.  
 
In the case of UC advances, the government may wish to consider some sort of affordability check such as those 
undertaken by lenders when agreeing the amount and repayment terms of a loan. The majority of reputable lenders 
carry out their own assessment of affordability and do not rely solely on the judgment of the applicant.  
 
Q4: How might issues of sustainability of debt repayments be addressed outside of an affordability assessment? 
For example, through the ongoing relationship between those in debt and the organisation that holds that debt, 
or through debt write-off. 
 
A stronger emphasis on affordability assessments would ensure that UC claimants can repay their debts in the long-
term without incurring other, potentially more expensive, debts. There are also other ways to improve upon the 
sustainability of debt repayments. 
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Itemisation of debts 
UC claimants cannot easily access a list of all the debts that are currently affecting their award and those that are 
queued (to affect their award later once a preceding deduction has reduced or ended).  
 
Case study 14 
A claimant was unaware that she had multiple UC advances to repay because it's not clear on the UC statement - 
there is no itemisation of multiple debts, or debts in the waiting list for deductions. Luckily her debt adviser called 
DWP and was able to retrieve full details to include them in a Debt Relief Order. 

Having an accessible list of debts associated with a UC claim would support claimants to budget more effectively and 
plan for the future. They would not anticipate an increase in their award when a deduction ends, when they are 
aware that another is waiting to take its place.  
 
Compliance with court orders 
The UC system is not currently capable of ensuring direct deductions are compliant with court orders. Deductions 
are often set by the courts at a rate lower than the standard UC rates following an assessment of means. Direct 
deductions are ideal for people who struggle to manage their finances but their purpose is undermined when a 
carefully assessed rate of recovery is exceeded by the automated UC system, obliging claimants to ask that direct 
deductions be stopped in favour of them making smaller payments themselves. This clearly disadvantages the most 
vulnerable.  
 
Case study 15 
A single mother of a two-month old baby is residing in a refuge having fled an abusive relationship. Her universal 
credit is reduced by an onerous deduction of £103 per month for a fine. The court agreed that payments could be 
reduced to £55 per month but the UC system was unable to accommodate this. The claimant had to ask the court to 
cancel the UC deduction so she could make the reduced payments herself.   
 
A UC system which allows recovery rates or amounts to be implemented in line with the relevant court order would 
relieve hardship for individuals and ensure sustainability in the long-term.  
 
The UC system does not reliably implement Debt Relief Orders in a prompt manner. This leaves claimants who have 
taken proactive steps to address their precarious financial situation subject to deductions that should legally have 
stopped.  
 
Case study 16 
A vulnerable man with addiction issues lives alone in supported accommodation, which is more expensive than other 
tenancies. His council has decided that his accommodation doesn’t count as “supported” so he is obliged to pay some 
of the rent out of the standard allowance of his universal credit. He obtained a Debt Relief Order which should have 
frozen all his debts, including for council tax and rent arrears. However, in the months following the DRO, his UC was 
reduced by over £100 each month. The council tax deductions only stopped when the council had twice requested 
that the UC deductions stop. The rent arrears deductions have continued and the landlord won’t ask for them to be 
cancelled even though the DRO prevents them recovering the debt. The man is finding it extremely difficult to budget 
and to avoid incurring further debts.  
 
Case study 17 
Debts were accrued by a vulnerable claimant due to financial abuse by family members. A DRO was obtained writing 
off all outstanding debts. UC stopped taking advance repayments but continued taking deductions for rent arrears, at 
an increased rate. It took the social landlord several attempts to get UC to stop the deductions. 
 
Limitation period 
Private companies cannot commence legal action to recover a debt outside a fixed limitation period. No such 
limitation period is applicable to government debts. 
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The Early Warning System has received cases of UC claimants being subject to deductions with no notice for debts 
which they do not recall incurring. Some debts are apparently decades old and there are often no documents 
available to confirm the claimant’s liability. Deductions persist nonetheless.  
 
A limitation period, or at least a discretionary one, would ensure the DWP makes efforts to identify and recover 
debts promptly. It would also permit claimants to plan for the future, following a sustainable budget, without fear 
that a surprise debt will suddenly be discovered and throw them off balance. 
 
Write off overpayments incurred due to official error 
Prior to the introduction of universal credit, benefit overpayments could not be recovered from a claimant if they 
were incurred due to official error.  
 
The Welfare Reform Act 2012 introduced section 71ZB into the Social Security Administration Act 1992, making all 
universal credit payments recoverable, regardless of where the fault lies in its cause. Concerns were raised in 
parliament about claimants becoming indebted to the state despite being faultless. The then Minister of State, 
Department for Work and Pensions, Chris Grayling, assured that “there will be an absolutely clear code of practice 
that will govern the circumstances in which recovery action will or will not be taken, to ensure consistent, considered 
decision making” and noted that “we must have sufficient flexibility in the system to apply discretion and common 
sense to individual cases” in light of the different circumstances in each case and the “degree of error”.  
https://publications.parliament.uk/pa/cm201011/cmpublic/welfare/110519/am/110519s01.htm 
 
The DWP Universal Credit guidance on overpayments (http://data.parliament.uk/DepositedPapers/Files/DEP2019-
0980/93._Overpayments_v4.0.pdf) makes no mention of the power to waive recovery and the DWP Benefit 
Overpayment Recovery Guide 
(https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/911407/benef
it-overpayment-recovery-guide.pdf) states that “waivers are only granted in very exceptional circumstances and 
there would need to be very specific and compelling grounds to do so.” 
 
EWS case studies show that recovery action is nearly always taken for universal credit overpayments regardless of 
the overpayment arising due to DWP error, even where the “degree of error” is significant and firmly in the DWP’s 
sphere of responsibility. Cases also show that even where overpayments have been identified by claimants and 
notified to the DWP, it takes an unreasonably long time for action to be taken to prevent further overpayments. 
 
Case study 18 
A widow with children gets Widowed Parent’s Allowance as well as universal credit. The WPA income initially reduced 
the UC award but the reduction stopped. The widow contacted the DWP to query the change. The DWP assured her 
that her WPA should have been disregarded, that she had been underpaid and proceeded to pay her arrears of 
£3,500. She later received a notification that she had been overpaid. Her UC award was adjusted to take account of 
her WPA, and was further reduced by a deduction to repay the substantial overpayment. When the widow 
questioned the recovery action, the DWP told her that the debt remained recoverable.  
 
Case study 19 
A carer notified universal credit that he was receiving carer’s allowance but it was not taken into account for many 
months. As he had provided all of the relevant information, he had no reason to believe he was being overpaid. His 
UC has now reduced because his carer’s allowance is being taken into account, and his award is reduced further by 
deductions for the overpayment.  
 
Case study 20 
A disabled student notified the DWP that now had income from a student loan. It took DWP two months to process 
the information, resulting in an overpayment which is being recovered from much-reduced UC payments.  
 
It cannot be acceptable to expect the poorest in our society to carry the financial burden of DWP errors, and at an 
increasing rate. The National Audit Office this year reported that the proportion of universal credit overpayments 
continues to increase (https://www.nao.org.uk/press-release/department-for-work-and-pensions-annual-report-
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and-accounts-2019-20/). There appears to be no incentive for DWP staff to prevent overpayments, or to take swift 
action to reassess entitlement – their errors can always be resolved at a later date, to the detriment of claimants. 
 
The failure to provide “an absolutely clear code of practice that will govern the circumstances in which recovery 
action will or will not be taken” together with the severe recovery rates and the absence of a limitation period for 
recovery means ever higher rates of overpayments and corresponding hardship for universal credit claimants. 
 
Guidance which sets out how the DWP may use their discretion to waive recovery of overpayments (such guidance 
has been promised by DWP), particularly those that are caused purely by official error, would permit claimants to 
adjust to their lower awards (these having been changed so as to stop overpayments accruing) without the 
additional burden of repaying an unavoidable overpayment. It could also serve as motivation to DWP to minimise 
and promptly address overpayments going forward. 
 
Exercise discretion in offsetting underpayments against debts 
Universal Credit underpayment guidance (http://data.parliament.uk/DepositedPapers/Files/DEP2019-
0980/139._Underpayments_v5.0.pdf) alludes to discretion on the part of Debt Management to decide whether 
arrears of benefit should be offset against outstanding overpayments. The DWP Benefit Overpayment Recovery 
Guide 
(https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/911407/benef
it-overpayment-recovery-guide.pdf ) confirms that arrears can be withheld to offset an overpayment, but does not 
stipulate when it must be. We await the response to a Freedom of Information request requesting clarification on 
this point (https://www.whatdotheyknow.com/request/debt_management_guidance_for_off). 
 
EWS cases indicate that underpayments are always withheld against outstanding overpayments, regardless of the 
circumstances of the claimant. Some claimants rely on full payment of the arrears to meet the living costs, and 
perhaps private debts, that have been incurred in preceding months when they had no income.  
 
Case study 21 
A young care leaver with mental health issues and illiteracy had trouble accessing his UC entitlement for some 
months. He was eventually awarded UC and was owed a backdated payment of over £1,000. The total backdated 
amount was sent to the DWP’s debt recovery team and £600 used to pay off a housing benefit debt. The remaining 
monies were not sent to the claimant until their adviser chased the debt recovery team and provided bank details.  
 
When anticipated arrears are withheld, underpaid claimants find themselves without the means to pay off 
immediate or urgent costs, and at risk of incurring further debts. Taking the time to consider whether an 
underpayment should be wholly or partially withheld to offset an outstanding overpayment could make all the 
difference to the sustainability of debt repayments overall. 
 
Standardise approach to deductions 
 
The rules and guidance governing the application of various deductions to a universal credit claim are too 
complicated for the majority of claimants to understand easily. With at least four separate and technical guidance 
documents, it is impossible for the average claimant to be sure that deductions have been applied correctly, or to 
predict the rate and number of deductions that will be applied to them in the future. Simplified debt deduction 
rules, together with the flexibility outlined in the recommendations above, would empower claimants to budget in 
the long term and improve the sustainability of debt repayments.  
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Deductions from Universal Credit – Cheat Sheet 
Benefit Overpayment Recovery Guide: 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/770083/benefi
t-overpayment-recovery-guide.pdf 
 
Priority of Deductions 
1. Fraud Sanctions  
2. Conditionality Sanctions  
3. UC Advance of benefit (New claim or Change of Circumstances)  
4. UC Advance of benefit (Benefit Transfer)  
5. Budgeting Advance  
6. Owner-occupier service charges arrears  
7. Rent, including service charges, arrears (minimum deduction rate 10%)  
8. Fuel arrears (Gas and/or Electricity)  
9. Council Tax or Community Charge arrears  
10. Fines or Compensation Orders (minimum deduction rate 5%)  
11. Water charges arrears 
12. Old Scheme Child Maintenance  
13. Flat Rate Maintenance  
14. Social Fund loans  
15. Recoverable Hardship Payments  
16. Housing Benefit and DWP Administrative Penalties  
17. Housing Benefit, Tax Credit and DWP Fraud overpayments  
18. Housing Benefit and DWP Civil Penalties  
19. Housing Benefit, Tax Credit and DWP normal overpayments  
20. Integration loan arrears  
21. Eligible loan arrears  
22. Rent, including service charges, arrears (maximum deduction rate of up to a maximum 20%, inclusive of the 
minimum 10% applied above)  
23. Fines or Compensation Orders (maximum deduction rate of up to £108.35, inclusive of the 5% applied above) 
 
Can exceed 30% max | Can exceed maximum 3 third party deductions 
 
Rate of deductions 

 Single under 25 Single over 25 Couple both under 25 Couple one/both over 25 
Standard allowance £342.72 £409.89 £488.59 £594.04 
SANCTIONS     
Daily rate £11.30 £13.50   
OVERPAYMENTS 
Maximum rate 30% 
(fraud) 

£102.82 £122.97 £146.58 £178.20 

Standard rate 15% 
(non-fraud) 

£51.41 £61.47 £73.29 £89.12 

Higher rate 25% 
(non-fraud + 
earnings) 

£85.68 £102.46 £122.15 £148.51 

THIRD PARTY DEDUCTIONS 
Standard rate 5% £17.14 £20.49 £24.43 £29.69 
Rent arrears 10% £34.26 £40.98 £48.86 £59.40 
Rent arrears 20% £68.53 £81.98 £97.72 £118.81 

 


