Universal Credit
Information Guide: For Residents and Advisers
WELFARE RIGHTS SERVICE

The objective of Universal Credit is to simplify the benefit system (by bringing together a
number of out-of-work and in-work benefits under one umbrella) and give people an incentive
to work - to ‘make work pay’.
Universal Credit will be administered by a single agency (the Department for Work and
Pensions). After some piloting in so called ‘pathfinder areas’ the intention was to roll Universal
Credit out throughout the UK from October 2013. However, it is now to be further tested in six
Job Centre areas (none of which are in Wolverhampton - Hammersmith, Rugby, Inverness,
Harrogate, Bath and Shotton) in cases of 'new claims'. It is not yet known when this new
benefit will apply in Wolverhampton. What is known is that the intention remains to fully roll out
Universal Credit by 2017.
Universal Credit combines the current means-tested financial support for adults of working age
(meaning: under the qualifying age for Pension Credit) and their dependent children, providing
money for day-to-day living, and housing costs for home owners and tenants.
The new benefit will replace the following benefits (so called ‘legacy benefits’):
 Income-based Jobseeker’s Allowance (JSA) - which provides a basic minimum income
for day-to-day living for people under pension age (meaning: under the ‘qualifying age for
State Retirement Pension’) who ‘sign-on’ and demonstrate that they are capable of work,
available for work and actively seeking work.
 Income-related Employment & Support Allowance (ESA) - which provides a basic
minimum income for day-to-day living (and assistance with mortgage interest payments for
home owners) for people under working age (meaning: under the qualifying age for Pension
Credit) who may be considered to be too sick for work (under the Work Capability
Assessment) due to ill-health/disability.
 Income Support (IS) - which provides a basic minimum income for day-to-day living (and
assistance with mortgage interest payments for home owners) for people under working age
(meaning: under the qualifying age for Pension Credit) for whom it is considered
unreasonable to expect to claim Income-based Jobseeker’s Allowance and look for work
e.g. carers, lone parents with a young child.
 Housing Benefit (HB) - which provides financial assistance with rent payments to people
who live in rented accommodation.
 Child Tax Credit (CTC) - which provides additional financial support to families whether
they are working, unemployed, too sick to work or retired.
 Working Tax Credit (WTC) - which provides additional financial support to certain groups
of people (e.g. families, lone parents, disabled people) who may be deemed to be working
full-time (employed or self-employed).
Therefore expected that from October 2013 anyone of working age (meaning: under the
qualifying age for Pension Credit) who is either unemployed, too sick to work, a carer, a lone
parent or low paid or in need of help with their rent or mortgage will need to claim Universal
Credit.
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The emphasis will be for people to make a claim for Universal Credit ‘online’, providing details
of their personal and financial circumstances.
As is presently the case with Child Tax Credit (CTC) and Working Tax Credit (WTC), couples
will be required to make a joint claim. In most cases payment will be made monthly in arrears,
although some (e.g. those who cannot manage their own affairs) may be paid at more frequent
intervals. Whilst payment (including payment of amounts for rent and mortgages) will be made
directly to the claimant (or their appointee) there is some scope for payment (in whole or part)
to be made to ‘another person’ if it is considered necessary to protect the interests of the
claimant, their partner or child.
The Assessment:
The assessment principles will be the same as for the benefits Universal Credit is replacing.
People will be awarded a needs allowance (‘maximum amount’) from which their assessed
income (unearned and earned) will be deducted. The needs allowance will combine money for
the claimant, a partner and any children. It will provide extra money for disabled children, for
those who are considered to be too sick to work (e.g. they satisfy the ‘limited capability for
work’ test), for carers, for housing (e.g. mortgage and rent) and childcare costs. However,
unlike the current system, people who qualify for extra money because they may be
considered too sick to work and extra money because they are a carer, will not be entitled to
both allowances. This means that disabled carers stand to lose out. Also, the direct scrapping
of the ‘severe disability premium’ (worth up to £59.50 per week) will leave many previously
considered to be severely disabled people worse off.
If a person’s assessed income is lower than their needs allowance (‘maximum amount’), then
they will qualify. If a person’s assessed income is greater, then they will not. If a person has
housing costs e.g. a mortgage or rent to pay then this will be factored into their needs
allowance calculation. If a person is working they will be allowed to keep some of their
earnings by way of an earning disregard and a taper system which will withdraw the amount of
Universal Credit entitlement at a rate of 65p for each pound of excess income.
One key difference is that presently there is no capital threshold rule for CTC and WTC
entitlement but Universal Credit will not be payable to people with capital (e.g. savings, shares,
premium bonds) in excess of £16,000 irrespective of the level of earnings/income they have.
Anyone assessed as having capital between £6,000 and £16,000 will be treated as deriving an
income of £4.35 per month for every £250.00 above £6,000. Any savings below £6,000 will be
disregarded (i.e. not treated as deriving an income).
Presently, claimants of Income Support, Income-based JSA and Income-related ESA may
receive help with their housing costs in accordance with a calculation of their mortgage interest
if they are home owners or by way of Housing Benefit payments if they live in rented
accommodation. In the case of private landlord tenants the assistance they get with their rent
is determined on reference to the level of overall private rents in the area (the amount of Local
Housing Allowance) and by property size. Those deemed to be over-accommodated have the
level of Housing Benefit restricted. In the case of social landlord tenants (e.g. local authority or
housing association tenants) the amount of Housing Benefit is paid is determined in
accordance with the amount of rent charged. Under Universal Credit home owners will remain
entitled to assistance with their mortgage interest providing they do not undertake any paid
employment.
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However, under Universal Credit both private tenants and social landlord tenants will have the
level of assistance they may get towards their rent determined according to the size of the
property they are renting and household composition. This follows on from the spare room
subsidy measures applied to Housing Benefit since April 2013.
Universal Credit will not replace:










State Retirement Pension
Pension Credit
Attendance Allowance
Disability Living Allowance
Carer’s Allowance
Statutory Sick Pay
Contributory ESA
Industrial Injuries Benefit
Contributory-based JSA











Child Benefit
Guardian’s Allowance
Bereavement Allowance
Widowed Parent’s Allowance
Maternity Allowance
Statutory Maternity Pay
Statutory Paternity Pay
Statutory Adoption Pay
Council Tax Benefit/Reduction

As part of the entitlement conditions for Universal Credit, claimants (and their partners) will
need to make a ‘claimant commitment’ which sets out what ‘work-related requirements’ they
must meet in order to get Universal Credit. There are FOUR different ‘work-related
requirements’ according to their capacity for work and personal circumstance.
The FOUR ‘work-related requirements’ are:
1. Work-focused interview requirement: The purpose of the work-focused interview is
to examine a person’s ability to find or remain in work and identify training and work
opportunities.
2. Work preparation requirement: People placed in this group will be expected to take
‘particular action’ specified by the Job Centre that makes it more likely that they will be
able to obtain paid employment, additional paid employment or better paid employment.
3. Work search requirement: This requires a person to actively seek/take all
reasonable action to find work regardless of its type or salary provided it is within 90
minutes commute from their home.
4. Work availability requirement: This requires a person to be available for work meaning able to attend a job interview immediately and willing to take paid employment
or better paid employment immediately.
The penalty for breaking a work-related requirement (e.g. person fails to attend or take part
in a work-focused interview) is a benefit sanction which will result in a reduced amount of
benefit or no benefit being payable.
Voluntary Work: A person is allowed to do voluntary work under Universal Credit but only for
a maximum of half the hours they are expected to secure employment in any particular week.
A person who is expected to work full-time (i.e. 35 hours per week) may volunteer for 17.5
hours per week.
It is only new claimants that will be required to claim Universal Credit. Existing claimants of e.g.
Jobseeker’s Allowance, Income Support, Child Tax Credit and Working Tax Credit will remain
on the benefits currently claimed for the time being. It is planned that all existing claimants will
be migrated on to Universal Credit between the period April 2014 to October 2017.
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Whilst there is a promise of cash protection for those claimants who are migrated onto
Universal Credit from existing benefits, the level of any protected amount will not be up-rated.
This means that the cash protected amount under Universal Credit will be eventually eroded
away. In the case of large losses this could ultimately see the claimant not getting an increase
in the overall benefit amount they get for several years. Also, households whose
circumstances change may lose any cash protection.
Direct Payment of Rent to Landlords: In July's edition of the DWP 'Touchbase' magazine
Lord Freud, who is the Minister for Welfare Reform, is quoted as stating that whilst 'letting
claimants pay their own rent is an important way of breaking down barriers to help people into
work' there will be three levels of protection within Universal Credit. These are:




the ability for the DWP in collaboration with 'social landlords' (note not simply
landlords?) to make decisions or whether tenants should receive direct payments
in cases where arrears build up to the equivalent of one month’s rent the decision to
make direct payments will be reviewed
where arrears reach the equivalent of two months rent, the claimant will have housing
payments switched to the landlord

However, Lord Freud continued to say that he was '… determined that managed rent
payments should not be a permanent solution.' The intention being that 'once arrears have
been cleared' the DWP should work 'with landlords to return tenants to direct payments'. The
concept being that following the offending tenant being 'offered budgeting support', they will
return to direct payments within six months of any arrears balance being paid off.
Foster Carers: The present benefit system does not treat foster children as birth children of
the Foster Carers. This means that Foster Carers are not normally entitled to Child Benefit or
Child Tax Credit for the needs of a foster child. However, the tax credits system (Working Tax
Credit and Child Tax Credit) provides concessions to Foster Carers. These concessions allow
Foster Carers to be treated as self-employed (in the determination of WTC treated as being in
full-time ‘remunerative work’), irrespective of whether they work outside of fostering, and apply
generous disregards to the payments derived from fostering. These same principles will be
carried over to Universal Credit. However, in the case of a fostering couple they will be
required to nominate a lead carer and the other member of the couple will then normally be
expected to participate in ‘work-related requirements’ (see above).
What to do next: Anyone who has queries surrounding Universal Credit may contact the
Benefits Helpline on 01902 572006 for further information and advice. The Benefits Helpline
can advise on the roll out of Universal Credit, claim and entitlement questions.

Note: The information contained herein is meant to provide a guide to Universal Credit. It
should not be treated as an authoritative statement of the law. The details may be subject to
change by new regulation and/or case law. Do seek further information and advice as
necessary. See also www.wolverhampton.gov.uk/welfarereform for more information about
welfare reform.
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