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Preface
| am pleased to present my report on the Social Fund for 2005/06.

The Social Fund continues to play an important role in helping people on low
iIncomes to cope with expenses they cannot meet from regular income. In
2005/06, the Fund has again helped thousands of people with a huge variety of
needs. For example, around 8,900 families were awarded a £500 grant to help
with the costs of a new baby. And more than 211,000 pensioner households
received a Winter Fuel Payment of at least £200, with those households
containing someone aged 80 or over receiving at least £300. In respect of other
parts of the Social Fund scheme, more than 216,000 awards were made.

In April 2006 we successfully introduced significant changes to the loans
scheme which, in combination with additional investment of £18.9 million over
the next three years, will enable the Social Fund to play a more effective role in
helping those families most vulnerable to high cost lenders. Simplified rules,
higher borrowing limits and lower repayment terms are amongst the changes
that will make the scheme more accessible to our customers when they are
faced with one-off expenditure. Details of the full package of changes are in
section 3 of the report. | will comment on the impact of these changes next year.

In the longer term we need to find ways for the Social Fund to contribute more
effectively to wider financial inclusion initiatives by doing more to encourage
personal financial responsibility and to equip people to move out of welfare
dependency. As an initial step, as announced in the Pre-Budget Report 2005,
we are looking at ways of providing budgeting loan applicants with information
about opportunities for financial education and advice.

We also continue to keep key aspects of Social Fund policy under review to
ensure its compatibility with the modern environment in which the Fund is
delivered. For example, we have introduced a change to legislation for applicants
wanting to apply for a review by an Inspector at the Office of the Social Fund
Commissioner. These applicants can now apply to the Commissioner’s office
directly without having to go through their Social Security or Jobs & Benefits Office.

R

DAVID HANSON
Minister of State at the Northern Ireland Office
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Introduction

This is the eighteenth annual report on the operation of the Social Fund
as required by section 146(5) and (6) of the Social Security
Administration (Northern Ireland) Act 1992.

The Social Fund scheme complements mainstream social security
provision in two forms: a regulated scheme made up of Maternity,
Funeral, Cold Weather and Winter Fuel Payments; and a discretionary
scheme comprising Community Care Grants, and repayable Budgeting
and Crisis Loans.

The figures in this report are taken from the Department’s Policy,
Budget and Management Information System and from scans of the
Social Fund Computer System. Receipts and payments are shown in
detail in the annual account of the Social Fund. The annual account is
produced using the latest available data on encashed payments and
after reconciliation of loan balances between accounting records, such
information only becoming available after this annual report has been
published. Once prepared, the annual account is subject to scrutiny by
the Comptroller and Auditor General who lays the account, and his
report on it, before Parliament.
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2. The Regulated Social Fund

2.1 Sure Start Maternity Grants

211 The Sure Start Maternity Grant is a payment of £500 to provide help for
families with the costs associated with the expenses of each baby
expected, born, adopted, or who is the subject of a parental order in
respect of a surrogate birth.

2.12 The Grant is available to recipients, and partners of recipients, of
Income Support, income-based Jobseeker’s Allowance, State Pension
Credit, Child Tax Credit (at a rate higher than the family element), or
Working Tax Credit (which includes a disability or a severe disability
element). This ensures that the grant is as widely available as possible
amongst people with lower incomes. The chart below shows the

Sure Start Maternity Grants: Number of Awards by Applicant Group

Employed - 3006

Lone Parent - 2375

Disabled - 662

Unemployed - 308

Others - 2545

number of awards by client group.

2.13 The Maternity and Funeral Payment Regulations have been modified and
amended on many occasions since their introduction in 1987 Therefore
the Joint Committee on Statutory Instruments in Great Britain asked
that the Regulations should be consolidated.

2.14 The Regulations were consolidated in both Great Britain and Northern
Ireland, and came into operation on 5 December 2005. Their structure
and wording were simplified in the interests ofclarity, and provision was
made for the new regime in relation to civil partnership which came into
operation on the same day.
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In a Court of Appeal case in Great Britain, the "Francis" case, the appellant
had claimed and been refused a Sure Start Maternity Grant in respect
of a relative aged under one year, who lived with her under a residence
order. She was in receipt of one of the qualifying benefits. The Court
decided that in the case in question the claimant was in an analogous
position to an adoptive parent and was entitled to a grant. The Court
further decided that it was for the Secretary of State in Great Britain to
decide how the legislation should be changed as a result of the
judgment. The policy in this area is being revisited and consideration is
being given to possible changes to the legislation to allow payments to
certain people who have been awarded residence orders. As an interim
measure, guidance has been issued to decision makers to the effect
that for any claims made prior to the legislative change, they should
consider whether the circumstances around any claim are the same as
in the Court of Appeal case. If a change is made to the legislation in
Great Britain it will be made in Northern Ireland also, in accordance with
the principle of parity between Great Britain and Northern Ireland in
social security matters.

Sure Start Maternity Grant statistics are in Annexes 1 and 2.

Funeral Payments

The Funeral Payment scheme has continued to provide for a simple,
respectful, low-cost funeral to recipients, and partners of recipients, of
income-related benefits and tax credits as listed at paragraph 2.2.2
below. This ensures that the payment is as widely available as possible
amongst people with lower incomes.

The full list of qualifying benefits and tax credits is: Income Support,
income-based Jobseeker’s Allowance, State Pension Credit, Child Tax
Credit (at a rate higher than the family element), Working Tax Credit (which
includes a disability or severe disability element) and Housing Benefit.

The Maternity and Funeral Payment Regulations have been modified
and amended on many occasions since their introduction in 1987. There
was a major modification to the scheme in 1997 Therefore the Joint
Committee on Statutory Instruments in Great Britain asked that the
Regulations should be consolidated.

The Regulations were consolidated in both Great Britain and Northern
Ireland, and came into operation on 5 December 2005. As part of the
consolidation exercise, certain anomalies in the regulations were
addressed and, as a positive change, the list of those excluded from the
funeral payment "nature and extent of contact" test was extended to
replicate those excluded from the "immediate family member" test. The
structure and wording of the regulations was simplified in the interests
of clarity, and provision was made for the new regime in relation to civil
partnership which came into operation on the same day.
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225 A change was subsequently made to the regulations from 12
December 2005 to ensure that payments from the London Bombings
Relief Charity Fund are not counted as assets of the deceased when
calculating the amount of a funeral payment.

22.6 A further change was made to the regulations from 10 April 2006. As a
consequence of the extension of Child Benefit to certain 19 year olds in
non-advanced education or on approved training courses, the change
added them to the list of those excluded from the "immediate family

Funeral Payments: Number of Awards by Applicant Group

Employed - 73

Lone Parent - 243

Disabled - 463

Unemployed - 154

Pensioners - 1464

Others - 483

member" test and the "nature and extent of contact" test. The chart
below shows the number of Funeral Payment awards by applicant group.

2.2.7  All Funeral Payment statistics are in Annexes 1 and 2.

2.3 Cold Weather Payments

23.1  Cold Weather Payments are available to people on State Pension Credit,
and vulnerable groups in receipt of Income Support or income- based
Jobseeker’s Allowance. Every residential postcode in Northern Ireland
is linked to one of five weather stations used in the Cold Weather
Payments scheme. A payment of £8.50 is available when the average
temperature is recorded as, or is forecast to be, 0 Celsius or below
over seven consecutive days at the weather station linked to the eligible
customer’s postcode.

2.3.2  There were no Cold Weather Payments made during the winter season
2005/06 as temperatures did not fall below the criteria set to trigger a
payment.
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An amendment to the Cold Weather Payments Regulations was made
with effect from 1 November 2005. A definition of "state pension credit"
was added, the definition of "postcode" was clarified, and some
definitions no longer in use were omitted. Other minor amendments
tidied up some discrepancies in references to the Schedule.

Winter Fuel Payments

Winter Fuel Payments are tax free and do not affect entitlement to
other Social Security benefits. During the winter season 2005/06
211,186 households in Northern Ireland benefited from a Winter Fuel
Payment amounting to £200 per household with someone aged 60 or
over, and £300 to households with someone aged 80 or over. This
amounted to a spend of £50.2 million.

Most people who are aged 60 or over and normally living in Northern
Ireland are eligible for a Winter Fuel Payment, though there are some
exceptions. Some people are eligible to receive a Winter Fuel Payment
if they live in another EEA country and if they have previously qualified
for a payment in the United Kingdom. The qualifying week for winter
2005/06 payments was the week beginning 19 September 2005. The
majority of payments were made automatically. However, newly eligible
people needed to make a claim if they were not receiving a social
security benefit during the qualifying week.

All automatic payments where entitlement was established, and
payments in respect of successful claims determined up to 11 November
2005, were issued before Christmas.

Regulated Fund Gross Expenditure 2004/2005 v 2005/2006

60

50

40

£m 30

20

10

LT

Sure Start Winter Fuel Funeral
Maternity Grant Payment Payment

[ Gross Expenditure 2004/2005 4.57 49.7 2.7
B Gross Expenditure 2005/2006 4.5 50.2 2.64
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244  The chart below shows the total regulated fund expenditure for each of
the payments discussed above during 2005/06 as compared with those
during 2004/05.

3 The Discretionary Social Fund

3.1 General

311 Over the three years from 2003/04 to 2005/06, an extra £8.2 million has
been added to the overall net discretionary Social Fund budget. The
increase was added in annual instalments of £1.88m, £2.82m and
£3.5m. This report covers the third and final annual instalment. In
2005/06 Annually Managed Expenditure (AME) funding was £3.5m

above that of 2003/04.
AME Funding Extra AME Extra Extra
instalment needed to investment investment
available to | maintain to grants to loans
invest previous budget budget
investment
2003/04 £1.88m N/A £1.88m £0.94m £0.94
@ 2004/05 £2.82m £1.88m £0.94m £0.94m £nil
2005/06 £3.50m £2.82m £0.68m £0.68m £nil

312 As shown in the table above, the 2005/06 final AME instalment
provided £0.68 million extra (ie, above that of 2004/05) for the net
discretionary Social Fund budget. This was all invested in the Northern
Ireland Community Care Grants budget, with all districts benefiting
from an increase in grants funding. (See paragraphs 3.4.1 to 3.4.2
below).

3.13 Over the three years 2003/04 to 2005/06, £5.38 million of the additional
£8.2 million available went into the Community Care Grants budget.

3.14 The Regional gross loans budget continued to grow, having benefited
from the significant extra investment of £0.94 million in the first year of
the extra funding (2003/04). Across the three years 2003/04 to 2005/06,
the net loans budget received £0.94 million of the additional £3.5
million available.

3.15 There is a further increase in net funding for the discretionary social
fund loans budget. In total £18.9 million extra over 2006/07 to 2008/09
was announced in 2004 for simplification and improvement to the
discretionary loans scheme. (See paragraphs 3.2.1 to 3.2.4 below.) The
chart below shows the discretionary social fund gross expenditure over
the last year.
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Discretionary Social Fund Gross Expenditure in £m 2005/2006

- Budgeting Loan - 39.9

Community Care Grant - 13.38

- Crisis Loan - 8.19

3.2 Policy changes implemented

321 During 2005/06, work continued in preparation for the April 2006
implementation of policy improvements to the loans scheme. The
changes:s

abolish the "double debt rule" (whereby someone’s available
Budgeting Loan award was their maximum amount minus twice
their existing Budgeting Loan debt) and replace it with a single
debt rule.

- introduce just three rates of Budgeting Loan maximum amount
that can be offered to eligible applicants. There will be a rate for
single people, one for couples without children and one for
families (including lone parents) with children. The rates will vary
according to demand on the loans budget.

< increase the minimum Budgeting Loan that can be awarded from
£30 to £100.

- increase the amount of capital that a Budgeting Loan applicant can
have. The capital allowed before it affects a loan award is doubled
to £1,000 (under age 60) and £2,000 (age 60 or over).

= reduce the highest of the loan repayment rates of 15% and 25%
to 12% and 20% respectively and increase the period of time in
which a loan can be repaid (this applies equally to Budgeting
Loans and Crisis Loans).

= increase the overall debt limit (for Budgeting Loans and Crisis
Loans combined) from £1,000 to £1,500.

3.22  The changes were successfully introduced from 3 April 2006 and apply
to all loan applications made on or after that date.

Social Fund 2005-2006.indd 9 @
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323  To support these changes, an additional £18.9 million AME is to be
allocated to the net discretionary loans budget over the three years
2006/07 to 2008/09. The first instalment of £10.8 million is part of the
2006/07 allocation. (See paragraph 6.2).

3.24  The changes are an important step in the plans to reform the social
fund and to address past recommendations made for improvements. In
particular the changes will make the Budgeting Loan scheme easier for
staff to explain, and give potential applicants a better understanding of
how much Budgeting Loan they can access at any given time.
Applicants will be able to return to the scheme for further loans more
quickly than would have been possible in the past. And the easing of
repayment terms will reduce the risk that people will be deterred from
applying for loans by unaffordable repayment rates.

325  An amendment to the Department’s directions and guidance was
issued in November 2005. The General Direction was amended to
define how the term "partner" should be interpreted in the light of the
introduction of the Civil Partnership Act, and changes were made to
other Directions following changes to procedures when conducting a
review. The Guidance was amended to help decision makers to
consider the availability of energy saving A-rated goods.

3.3 Loans scheme 2005/06

331 Consistency for all Budgeting Loan applicants has been continued in
2005/06, and people with similar personal circumstances applying for
Budgeting Loans were able to borrow the same amount, irrespective of
where they lived. This was achieved by all Social Fund decision makers
being formally advised to apply the same regional Budgeting Loan
baseline amount when determining applications, and by careful budget
planning and management. This year we have made minor adjustments
to district budgets to support consistency of outcome regionally. (See
paragraph 5.4 about loans budget re-allocations).

332  We continue to offer customers the option of having their Crisis Loan
application dealt with over the telephone. This year we have begun to
explore how the telephone service might deliver even more for our
Crisis Loan customers than the current initial application service offers.

3.3.3  The chart (next page) shows the number of Budgeting Loan awards by
applicant group.

334  The chart (next page) shows the number of Crisis Loan awards by
applicant group.

3.3.5 Full Budgeting Loan statistics are at Annexes 1, 3, 6, 7, 8, 11 and 12. Full
Crisis Loan statistics are provided at Annexes 1, 3, 9, 10, 11 and 12.

10
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Budgeting Loans: Expenditure in £ by Applicant Group

Others - 4,573,328

Lone Parents - 14,226,011
Disabled - 16,110,647
Unemployed - 2,972,774
Pensioners - 2,017,612

Crisis Loans: Expenditure in £ by Applicant Group

Others - 1,912,767
Lone Parents - 2,070,081

Disabled - 1,803,748

3.4

34.1

Social Fund 2005-2006.indd 11

Unemployed - 2,280,861
Pensioners - 126,397

Community Care Grants
The regional grants budget was increased to £13.32 million in 2005/06.
This made it:

- £0.68 million higher than in 2004/05

= £0.94 million higher than in 2003/04

= £0.94 million higher than in 2002/03.
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34.2  The increase was distributed so that every district received a minimum
2% increase over their April 2004 grants budget. Then, districts that in
the past had been able to meet a lower proportion of local demand than
the regional average, received proportionately higher increases in their
2005/06 budget. But districts which had met higher proportions of
demand than the regional average still received at least a minimum 2%
increase. (See paragraph 6.2.4 for the 2006/07 grants allocation).

343 In 2005/06, the work to redesign the current Community Care Grant
application form continued. The aim is to improve the quality of the initial
decision by developing an application format that elicits the right
information in the simplest way possible. The chart below shows
Community Care Grant expenditure by client group.

Community Care Grants: Expenditure in £ by Applicant Group

Others - 1,127,694

Lone Parents - 2,892,017

Disabled - 5,452,893

Unemployed - 562,042

Pensioners - 3,349,355

344  Full Community Care Grant statistics are provided at Annexes 1, 3,4, 5
and 12.

35 Reviews

351  Applicants to the discretionary fund who are dissatisfied with the
decision on their case have the right to have the decision reviewed. The
principles of the review are straightforward. Consideration is given to
whether the law and directions have been followed, whether guidance
has been taken into account, and whether the case has been handled
fairly and reasonably.

352  Areviewing officer within the Social Security Agency carries out the
initial review at a local level and the outcome is notified to the applicant.
Procedural changes to the way reviews are conducted were introduced
in November 2005 in an amendment to the Department s directions.

12
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The key change was that the telephone became the primary way of
interviewing an applicant seeking a first tier local review with the
option of a face to face interview still available when appropriate.

Applicants who remain dissatisfied with the result of the local review
can ask for a further review by a Social Fund Inspector, who is fully
independent of the Department for Social Development. Social Fund
Inspectors are appointed by, and are accountable to, the Social Fund
Commissioner. In 2005/06, Social Fund Inspectors reviewed 1,265
reviewing officer decisions.

An amendment to the Social Fund (Application for Review) Regulations
(Northern Ireland) 1988 came into force from 24 April 2006. The
amendment means that customers applications for further review by a
Social Fund Inspector can be made directly to the Office of the Social
Fund Commissioner, instead of to an office of the Department. The
change emphasises the independence of the Commissioner s Office
and aims to promote increased customer confidence in the review
process.

The time taken to clear the local review is now a formal clearance
standard within the Social Security Agency. The standard is 10 working
days, on average, to clear a local review. In 2005/06, the regional
standard achieved was 11 working days on average. (See paragraphs
4.3.1 and 4.3.2).

The Social Fund Commissioner has reported separately on the standard
of reviews carried out by Social Fund Inspectors. His report is published
separately.

A summary of Social Fund review applications is set out in Annex 12.

General Administration

Review of Social Fund Administration

In last year s report on the Social Fund, the Social Security Agency
announced plans to examine the feasibility of centralising delivery of
Social Fund. The Agency continues to consider the organisational
arrangements for delivery of Social Fund, and a review is expected to
be completed in October 2006.

Pensioners and the Social Fund

To ensure that staff who deal with pensioners over the telephone have
an understanding of the Social Fund and its administration, all Pension
Service staff working in the Customer Contact Centre receive an
awareness session on the Social Fund as part of their initial training.
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422  The Social Security Agency s team of Pension Advisers, who are the
face to face contact with customers, attended Social Fund awareness
training in November 2005, developed in conjunction with the Office of
the Social Fund Commissioner (OSFC) and delivered by the
Commissioner s Office. They have also been distributing a flyer,
produced by OSFC, about Community Care Grants and the role of
OSFC to every customer they visit.

4.3 Performance management and improvement

43.1 District and regional performance is monitored against the
comprehensive set of Social Fund clearance and accuracy standards
below. The set includes the review standard (see paragraph 3.5.5
above) and comprises:

Social Fund accuracy 95%

Average Actual Clearance Times

Local Review 10 days
Community Care Grants 12 days
Budgeting Loans 5 days
Crisis Loans 1 day
Funeral payments 16 days
Sure Start Maternity Grants 5 days

432  The achievement against the standard in 2005/06 was:

Average Actual Clearance Times (days) Standard Achieved
Local Review 10 11
Community Care Grants 12 9
Budgeting Loans 5 3

Crisis Loans 1 1
Funeral Payments 16 11

Sure Start Maternity Grants 5 5
Accuracy

Social Fund Accuracy 95% 96%

14
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