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INTRODUCTION
1.
This circular informs you about changes to the Housing Benefit (General) Regulations (NI) as a result of amendments made in The Social Security (Miscellaneous Amendment) Regulations (NI) 2006, SR 2006 No. 97.


EFFECTIVE DATE
2.
The changes come into effect on 6 April 2006.
3.
The changes are designed to exclude payments made by the Board of the Pension Protection Fund from the regulations relating to notional income and notional capital.


PENSION PROTECTION FUND
4.
The Pension Protection Fund Board compensates members of defined benefit (final salary) occupational pension schemes and the defined benefit element of hybrid schemes when their employer becomes insolvent and the scheme is left under-funded.  The Pension Protection Fund will also discharge any money purchase benefits that transfer from hybrid schemes.

Pension Protection Fund Payments
5.
Compensation payments will ensure that members are generally not better off under the Pension Protection Fund than they would have been under their occupational pension scheme.

6.
The Pension Protection Fund Board was established on 6 April 2005, however, the earliest date from which the Pension Protection Fund Board will pay any compensation is 6 April 2006.
7.
After a scheme enters the Pension Protection Fund, compensation will be payable as regular periodical payments and lump sums – just as the former scheme would have paid.  There is provision for members of the former scheme to apply for early payment of compensation.  However, there is no provision for those in the Pension Protection Fund to defer payment of compensation after the date it would normally be paid – there is no benefit in deferring Pension Protection Fund payments as no further pensionable service can be accrued as there is no employer – and no bonuses can be paid as there is no pension scheme.
8.
Anyone in receipt of a Pension Protection Fund compensation which related to pensionable service on and after 6 April 1997 will have their compensation payment increased on 1 January each year regardless of when the occupational pension scheme to which they originally belonged was due to increase.  The increase, known as indexation, will be paid in line with the retail prices index and capped at 2.5%.
9.
Anyone in receipt of a Pension Protection Fund payment whose compensation does not relate to work/pensionable service on or after 6 April 1997 will never have their payment increased.


Example

A 55 year old retired in 1995. In 2000, payment of their occupational pension began but later their former employer went out of business.  Pension Protection Fund takes over payments in 2006 – the Pension Protection Fund payment will always stay the same as the person has not accrued any pensionable service beyond 1995.

The effects on Housing Benefit
10.
Pension Protection Fund payments should be treated for benefit purposes in the same way as payments from occupational schemes.  The normal income1 and capital2 rules will apply,


1.
regular payments should be taken fully into account on a weekly basis as income.


2.
a lump sum payment of arrears (for a period that does not overlap with an award of Housing Benefit) should be treated as capital, without a disregard.
1  HB (Gen) Regs (NI), reg 25(1) (as modified for SPC) and reg 25
2  HB (Gen) Regs (NI), reg 38 (as modified for SPC) and reg 37

Notional income/capital (working age)
11.
The notional income1/capital2 rules have been amended to include Pension Protection Fund payments.  The amendments mean that if

1.
a person aged under 60 chooses not to take compensation payments from the Pension Protection Fund, when they are available to them, they will not be treated as possessing the amount of any income/capital not paid

2.
regular payments or a lump sum are paid to a third party the notional income3/capital4 rules will apply

3.
the claimant is bankrupt and does not receive either regular payments or a lump sum, the notional income/capital rules do not apply.


These rules are exactly the same as those for occupational pensions.

1  HB (Gen) Regs (NI), reg 35;  2  reg 43;  3  reg 35(3);  4  reg 43(3)

Notional income/capital (persons who have attained the qualifying age for State Pension Credit)
12.
As there is no provision to defer payment after its due date, there has been no need to amend the notional income1/capital2 provisions in these cases.  However, the new regulations amend the provisions relating to income paid to third parties so that Pension Protection Fund payments must be treated as income3 if they are made to a third party unless


1.
the claimant is subject to a bankruptcy order


2.
the payment is made directly to a trustee in bankruptcy or any other person acting on behalf of the creditors, and

3.
neither the claimant nor a member of their family has any income/capital apart from that payment.

1  HB (Gen) Regs (NI), reg 36 (as modified for SPC);  2  reg 42;  3  reg 37

Claimants with an Assessed Income Period receiving savings credit only

13.
Where the claimant/partner has an assessed income period and regular Pension Protection Fund compensation payments are awarded after the assessed income period start date the Pension Protection Fund income should not be taken into account in the calculation of Pension Credit.  This is because Pension Protection Fund payments form a part of the claimant’s retirement pension income and as such should not be taken into account where the overall change would reduce Pension Credit.

14.
If the claimant receives a lump sum of arrears which takes their capital over the £16,000 upper limit, the normal rules will apply and Housing Benefit should be terminated1.
1  HB (Gen) Regs (NI), reg 23(7) (as modified for SPC)

Claimants without an Assessed Income Period receiving savings credit only

15.
If the claimant does not have an Assessed Income Period, Pension Protection Fund payments will be taken into account in the Pension Credit calculation and included in the Assessed Income Figure passed to you by The Pension Service.  Therefore, you will not need to amend the Assessed Income Figure to take account of the Pension Protection Fund payments as income or capital.


CONTACTS

If you have any queries about this memo please contact:
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