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If	you	have	had	an	accident,	injury	or	a	disease	for	which	someone	else	is	to	blame,	you	may	have	claimed	or	be	thinking	about	claiming	compensation.	If	you	are	getting	a	social	security	benefit	or	have	had	a	lump	sum	payment	for	certain	dust	related	diseases	it	may	affect	the	amount	of	compensation	you	receive.	This	guidance	tells	you	how	benefits
and	lump	sums	may	affect	your	compensation	award	and	which	benefits	and	lump	sums	they	are.	If	you	have	a	question	which	is	not	answered	in	this	guidance	or	if	you	just	want	more	advice,	see	where	to	get	help	and	advice.	To	find	out:	2.	Compensation	recovery	2.1	How	it	works	When	someone	claims	compensation,	the	person	or	organisation	who
is	likely	to	pay	you	compensation	(the	compensator)	must	tell	the	Compensation	Recovery	Unit	(CRU)	-	part	of	the	Department	for	Work	and	Pensions	(DWP).	Have	you:	claimed	or	received	compensation?	received	a	social	security	benefit	or	lump	sum	payment	because	of	your	accident,	injury	or	disease?	If	yes	to	both,	the	compensator	has	to	pay	back
to	the	DWP	the	amount	of	social	security	benefit	or	lump	sum	payment	you	have	received	as	a	result	of	your	accident,	injury	or	disease.	If	you	have	had	an	accident,	the	amount	they	have	to	pay	equals	the	total	amount	of	benefit	you	are	paid	from	the	day	after	the	accident	or	injury	up	to	the	date	of	the	final	compensation	payment	or	for	up	to	5	years
–	whichever	is	earlier.	If	you	have	claimed	benefit	because	of	a	disease,	the	amount	the	compensator	has	to	pay	is	worked	out	from	the	day	you	first	claimed	a	benefit	because	of	the	disease	up	to	the	date	of	the	final	compensation	payment	or	for	up	to	5	years	–	whichever	is	earlier.	If	you	have	claimed	a	lump	sum	payment	because	of	a	dust	related
disease,	the	amount	they	have	to	pay	is	the	equivalent	to	the	total	amount	of	the	lump	sum	or	the	gross	amount	of	the	compensation	award,	which	ever	is	the	least.	The	person	or	organisation	who	pays	your	compensation	may,	in	certain	circumstances,	reduce	the	amount	they	pay	to	account	for	any	monies	they	are	required	to	pay	to	the	DWP.	See
which	benefits	count	and	which	lump	sums	count.	3.	Which	benefits	count	3.1	Which	benefits	count	for	loss	of	earnings	The	person	or	organisation	who	pays	your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	loss	of	past	earnings	if	you	have	received	one	of	the	following	benefits	to	meet	the	same	need:	Disability	Working
Allowance	Employment	and	Support	Allowance	Incapacity	Benefit	Income	Support	Industrial	Injuries	Disablement	Benefit	Invalidity	Pension	Invalidity	Allowance	Jobseeker’s	Allowance	Reduced	Earnings	Allowance	Severe	Disablement	Allowance	Sickness	Benefit	Statutory	Sick	Pay	paid	before	6	April	1994	Unemployability	Supplement	Unemployment
Benefit	Universal	Credit	3.2	Which	benefits	count	for	cost	of	care	The	person	or	organisation	who	pays	your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	cost	of	care	in	the	past	if	you	have	received	one	of	the	following	benefits	to	meet	the	same	need:	Attendance	Allowance	Disability	Living	Allowance	(care	component)
Industrial	Injuries	Disablement	Benefit	increase	for	Constant	Attendance	Allowance	or	Exceptionally	Severe	Disablement	Allowance	Personal	Independence	Payment	(living	component)	3.3	Which	benefits	count	for	loss	of	mobility	The	person	or	organisation	who	pays	your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	loss	of
mobility	in	the	past	if	you	have	received	one	of	the	following	benefits	to	meet	the	same	need:	Disability	Living	Allowance	(mobility	component)	Mobility	Allowance	Personal	Independence	Payment	(mobility	component)	4.	Which	lump	sums	count	The	person	or	organisation	who	pays	your	compensation	can	reduce	any	part	of	your	compensation	award
(including	damages	paid	for	pain	and	suffering)	if	you	have	had	a	lump	sum	payment	under	the:	Pneumoconiosis	etc,	(Workers	Compensation)	Act	1979	including	any	extra	statutory	payments	made	following	the	rejection	of	a	claim	under	the	1979	Act	2008	Diffuse	Mesothelioma	Scheme	4.1	Retirement	Pension	Retirement	Pension	does	not	have	to	be
paid	back	from	an	award	of	compensation,	but	if	you	get	any	of	the	benefits	or	lump	sum	shown	above	after	retirement	age,	they	may	have	to	be	paid	back.	4.2	War	Pensions	If	you	get	a	pension	from	the	Veterans	Agency	(previously	the	War	Pensions	Agency),	this	may	go	down	because	of	the	compensation	you	receive.	5.	If	you	are	awarded
compensation	The	CRU	will	tell	the	person	or	organisation	who	pays	your	compensation	how	much	benefit	or	lump	sum	if	any,	they	have	to	pay	back	to	the	DWP.	The	information	will	be	shown	on	a	certificate.	You	or	your	representative	will	also	be	told	about	this	and	will	receive	a	copy	of	the	certificate.	If	you	do	not	agree	with	the	amount	they	have
to	repay	to	the	DWP,	you	have	the	right	to	ask	for	a	review.	There	is	information	on	the	certificate	that	tells	you	what	to	do.	5.1	If	you	do	not	agree	with	the	decision	to	reduce	your	compensation	If	you	do	not	agree	with	the	decision	to	reduce	your	compensation,	you	can	ask	CRU	to	look	at	the	certificate	again.	This	is	known	as	Mandatory
Reconsideraton.	You	can	only	do	this	after	the	person	or	organisation	who	pays	your	compensation	payment,	repays	all	benefits	and	lump	sums	shown	on	the	certificate	to	the	DWP.	You	must	ask	for	a	Mandatory	Reconsideration	within	1	month	of	the	date	that	they	make	the	final	payment	to	the	DWP	via	the	CRU.	You	can	get	more	information	from
the	recovery	of	benefits	and	lump	sums	appeal	guide	(Z2).	5.2	If	you	are	receiving	benefit	You	must	tell	the	office	that	pays	your	benefit	as	soon	as	you	get	your	compensation	payment	if	you	receive:	Employment	and	Support	Allowance	Housing	Benefit	Income	Support	Jobseeker’s	Allowance	Pension	Credit	Universal	Credit	Working	Tax	Credit	If	you
get	a	pension	from	the	Service	Personnel	and	Veterans	Agency,	please	make	sure	you	let	them	know.	Call	the	Veterans	free	helpline	on	0800	169	2277.	You	must	tell	the	local	authority	as	soon	as	you	receive	your	compensation	payment	if	you	receive	a	reduction	in	Council	Tax.	To	get	more	information	about	Council	Tax	reduction	contact	your	local
authority.	6.	Where	to	get	help	and	advice	6.1	Compensation	Recovery	If	you	have	any	questions	about	the	Compensation	Recovery	Scheme	you	can	contact	the	CRU.	6.2	Social	security	benefits	To	get	more	information	about	social	security	benefits	you	can	contact	Jobcentre	Plus.	Quick	Answer:	Yes,	personal	injury	compensation	can	affect	your
means-tested	benefits	—	but	it	depends	on	how	the	money	is	managed.	If	the	compensation	is	placed	in	a	personal	injury	trust,	your	benefits	are	protected.	Without	a	trust,	savings	above	£6,000	may	reduce	your	entitlement,	and	over	£16,000	could	stop	it	completely.	Trustpilot	If	you	currently	receive	state-funded	benefits,	such	as	Universal	Credit	or
similar,	making	a	claim	for	personal	injury	compensation	could	impact	your	benefits	entitlement	and	the	amount	of	benefit	payments	you	receive.	Below	we’ll	explain	the	potential	impacts,	the	thresholds	you	need	to	be	aware	of,	and	strategies	to	protect	your	benefits	while	still	pursuing	fair	compensation.	Understanding	the	potential	impact	of	a
compensation	settlement	on	your	benefits	is	important	for	making	informed	decisions	about	your	claim	and	financial	future.	The	relationship	between	compensation	and	benefits	is	complex	and	depends	on	various	factors,	including	the	type	of	benefits	you	receive	and	the	amount	of	compensation	awarded.	Compensation	settlements	can	affect	means-
tested	benefits,	which	include:	Universal	Credit	Income-based	Jobseeker’s	Allowance	Income-related	Employment	and	Support	Allowance	Income	Support	Housing	Benefit	Council	Tax	Support	As	of	2023,	the	key	thresholds	to	be	aware	of	are:	£6,000:	If	your	savings	(including	compensation)	exceed	this	amount,	it	may	affect	the	amount	of	benefits
you	receive.	£16,000:	If	your	savings	exceed	this	amount,	you	may	lose	entitlement	to	means-tested	benefits	altogether.	Some	benefits	are	not	affected	by	compensation	settlements,	including:	Personal	Independence	Payment	(PIP)	Disability	Living	Allowance	(DLA)	Attendance	Allowance	Child	Benefit	If	you	receive	a	compensation	settlement
exceeding	the	£6,000	threshold,	you	must	declare	it	as	savings.	However,	it’s	impossible	to	determine	if	your	benefits	claim	would	be	affected	until	you	know	how	much	compensation	you’ll	receive.	If	your	compensation	settlement	is	less	than	£6,000,	it	generally	won’t	affect	your	benefits.	For	example,	a	minor	whiplash	claim	settling	within	6-8	weeks
would	typically	fall	below	this	threshold.	Settlements	in	this	range	may	reduce	your	benefit	entitlements.	The	DWP	assumes	you	have	an	income	of	£1	per	week	for	every	£250	of	savings	between	£6,000	and	£16,000.	If	your	settlement	exceeds	£16,000,	you	may	lose	entitlement	to	means-tested	benefits	until	your	savings	fall	below	this	threshold.	In
most	cases,	anyone	injured	in	a	non-fault	accident	should	pursue	their	legal	right	to	seek	compensation	regardless	of	any	benefits	they	receive.	If	you	had	a	huge	settlement	of	millions,	it	wouldn’t	really	matter	if	you	lose	your	benefits.	Where	it	is	a	problem	is	when	people	receive	smaller	settlements	of,	say,	£10k	or	£20k.	While	it’s	a	lot	of	money,	it’s
not	life	changing	and	won’t	last	forever.	Therefore,	losing	a	chunk	of	or	all	of	your	benefits	would	be	a	real	blow.	However,	there	are	ways	of	mitigating	the	risk	of	a	settlement	affecting	your	benefits,	and	here	at	Direct2Compensation	we	can	help	you	understand	how	to	do	this.	You	shouldn’t	let	concerns	about	losing	benefits	entitlements	stop	you
from	making	your	claim	for	compensation.	It	pays	to	be	smart	with	your	claim.	Our	solicitors	will	help	you	to	ensure	that	any	existing	benefits	are	unaffected	unless	the	law	requires	them	to	be.	There	are	several	strategies	that	can	employed:	A	personal	injury	trust	is	a	legal	arrangement	that	can	protect	your	compensation	from	being	considered	as
savings	for	benefits	purposes.	Key	points:	The	compensation	is	held	separately	from	your	personal	finances	Trustees	control	how	the	money	is	spent	The	funds	in	the	trust	don’t	count	towards	the	savings	threshold	for	benefits	You	can	be	a	trustee	of	your	own	trust,	along	with	other	appointed	trustees	Often	our	solicitors	will	advise	that	if	you	win	your
claim	for	compensation,	you	should	agree	to	take	a	small	settlement	immediately	(one	that	would	not	go	above	the	maximum	savings	threshold)	and	that	the	rest	should	be	placed	in	to	a	personal	injury	trust	fund.	In	some	cases,	it	may	be	appropriate	to	use	your	compensation	to	pay	off	debts	or	make	necessary	purchases	before	it	affects	your
benefits.	However,	this	should	be	done	carefully	and	with	professional	advice.	For	larger	settlements,	it	may	be	possible	to	arrange	for	the	compensation	to	be	paid	in	stages,	keeping	the	amount	you	receive	at	any	one	time	below	the	relevant	thresholds.	Given	the	complexities	involved,	it’s	worth	seeking	professional	advice	if	you’re	concerned	about
how	a	compensation	settlement	might	affect	your	benefits.	Consider:	Consulting	with	a	welfare	rights	advisor	Discussing	options	with	your	personal	injury	solicitor	Seeking	advice	from	a	financial	planner	experienced	in	personal	injury	trusts	Our	specialist	solicitors	can	ensure	that	any	compensation	settlements	have	minimal	impact	on	your	existing
or	long-term	benefits	entitlements.	In	cases	of	larger	settlement	values,	we	can	link	you	with	specialist	financial	advisers	to	handle	the	compensation	in	the	most	tax-efficient	way	possible,	such	as	creating	a	personal	injury	trust.	Remember,	you	have	a	legal	obligation	to	inform	the	relevant	benefits	authorities	about	any	change	in	your	financial
circumstances,	including	receiving	a	compensation	settlement.	Failure	to	do	so	could	be	considered	benefit	fraud.	While	receiving	a	compensation	settlement	can	potentially	impact	your	benefits,	there	are	strategies	available	to	protect	both	your	compensation	and	your	benefits	entitlement.	The	key	is	to	plan	ahead	and	seek	expert	advice	to	ensure
you	make	informed	decisions	about	your	finances	and	your	future.	If	you	would	like	to	find	out	a	little	more	about	how	you	could	claim	compensation	after	an	accident	and	not	lose	your	benefits	entitlement,	just	drop	us	a	line	on	01225	430285,	or	if	you	prefer,	.	We’ve	been	helping	claimants	win	compensation	for	over	28	years.	We’re	happy	to	discuss
your	circumstances	in	confidence	and	help	you	to	better	understand	whether	claiming	compensation	could	have	any	undue	effect	on	your	existing	benefits	claim.	Ideally,	you	should	set	up	the	trust	as	soon	as	possible,	preferably	before	receiving	the	settlement.	However,	you	generally	have	52	weeks	from	receipt	of	the	compensation	to	set	up	a	trust.
Yes,	funds	from	the	trust	can	be	used	for	any	purpose,	but	all	expenditures	must	be	approved	by	the	trustees.	No,	the	state	pension	is	not	a	means-tested	benefit	and	won’t	be	affected	by	compensation	payments.	Interim	payments	are	treated	the	same	way	as	final	settlements.	If	they	exceed	the	relevant	thresholds,	they	could	affect	your	benefits
unless	protected	in	a	trust.	Yes,	personal	injury	trusts	can	be	set	up	for	claims	involving	children,	with	parents	or	guardians	typically	acting	as	trustees	until	the	child	reaches	18.	No,	you	do	not	have	to	pay	back	Personal	Independence	Payment	(PIP)	after	receiving	a	compensation	settlement.	PIP	is	not	a	means-tested	benefit	and	is	based	on	your
care	and	mobility	needs,	not	your	financial	situation.	Your	compensation	settlement	should	not	affect	your	entitlement	to	PIP.	The	Department	for	Work	and	Pensions	(DWP)	cannot	directly	take	your	compensation.	However,	if	you	receive	means-tested	benefits,	your	compensation	could	affect	your	entitlement	to	these	benefits	if	it’s	not	protected	(for
example,	in	a	personal	injury	trust).	The	DWP	may	reduce	or	stop	certain	benefits	if	your	savings,	including	compensation,	exceed	the	relevant	thresholds.	It’s	important	to	note	that	the	DWP	cannot	access	your	compensation	to	recover	any	overpaid	benefits,	but	they	may	adjust	your	future	benefit	payments	based	on	your	new	financial	situation.	Find
out	if	you	can	claimChat	now	with	our	claims	experts	for	free,	friendly	advice.	If	you	win	a	work	injury	claim	and	are	awarded	a	lump	sum,	the	money	you	receive	could	prevent	you	from	claiming	certain	benefits,	and	other	benefits	may	be	reduced.	Whether	your	benefits	will	be	affected	by	a	successful	work	accident	claim	will	depend	on	several
factors.	Compensation	and	capital	Your	eligibility	to	claim	benefits	is	calculated	by	taking	into	account	your	income,	assets	and	savings,	which,	added	together,	are	known	as	‘capital’.	If	your	household’s	total	capital	exceeds	£6,000,	then	you	will	not	be	eligible	to	claim	certain	benefits.	If	you	receive	compensation	that,	when	added	to	your	existing
capital,	pushes	you	over	this	£6,000	limit,	your	benefits	may	be	reduced.	If	you	receive	a	relatively	small	amount	of	compensation	that	does	not	push	you	over	the	£6,000	limit,	your	benefits	will	usually	not	be	affected.	What	if	my	compensation	takes	me	over	the	£6,000	threshold?	Your	means-tested	benefits	could	be	reduced	by	£1	per	week	for	every
£250	in	capital	that	you	have	over	£6,000.	Means-tested	benefits	that	can	be	reduced	include:	Income	Support	Universal	Credit	Income-related	Employment	and	Support	Allowance	Income-based	Jobseeker’s	Allowance	Housing	Benefit	Council	Tax	Support	Pension	Credit	If	your	total	capital	exceeds	£16,000	after	your	compensation	award,	then	you
will	no	longer	be	entitled	to	state	benefits	until	your	capital	falls	below	£16,000,	at	which	point	you	would	need	to	make	a	new	application.	Injury	Claim	Compensation	Calculator	Find	out	how	much	could	claim	Calculate	my	claim	Are	any	benefits	unaffected?	Yes.	Some	benefits	are	not	affected	by	personal	injury	compensation	payments.	These
include	incapacity	benefit	and	disability	living	allowance.	Working	Tax	Credit	and	Child	Tax	Credit	are	also	not	affected,	as	these	are	not	based	on	savings.	If	you	receive	your	compensation	as	a	lump	sum,	this	could	also	affect	your	entitlement	to	free	prescriptions,	dental	care	and	eye	tests.	Compensation	could	also	affect	the	amount	you	pay	towards
care	you	receive	at	home.	Find	out	more:	What	benefits	can	I	claim	after	a	work	accident?	What	happens	if	I	already	receive	benefits	because	of	my	injuries?	Your	settlement	award	may	be	reduced	if	you	already	receive	state	benefits	as	a	direct	result	of	a	disease	caused	by	work.	This	process	is	intended	to	reimburse	the	government	for	money	you
have	already	received	and	includes	payments	made	under	the	Diffuse	Mesothelioma	Scheme	and	the	Pneumoconiosis	etc.	(Workers	Compensation)	Act	1979.	If	the	compensation	was	not	reduced,	you	would	effectively	be	receiving	double	compensation.	Will	my	benefits	agency	be	informed	about	my	personal	injury	claim?	When	you	make	a	personal
injury	claim,	the	insurance	company	that	receives	your	claim	will	notify	the	Department	for	Work	and	Pensions	(DWP).	The	DWP	will	also	be	notified	of	any	interim	payments	that	you	receive	and	when	your	compensation	is	paid	in	full.	It	is	your	responsibility	to	notify	your	benefits	agency	of	your	change	in	financial	circumstances	if	you	receive
compensation.	If	you	fail	to	disclose	this,	you	are	at	risk	of	committing	fraud.	If	you	wish	to	make	a	personal	injury	claim,	the	prospect	of	losing	access	to	state	benefits	may	seem	off-putting.	However,	it	is	still	possible	to	make	a	compensation	claim	without	it	affecting	your	benefits	and	your	solicitor	will	explain	the	best	way	to	proceed.	Setting	up	a
personal	injury	trust	Getting	your	solicitor	to	set	up	a	personal	injury	trust	is	one	way	to	stop	your	compensation	payment	from	affecting	your	benefits.	Setting	up	a	trust	would	entitle	you	to	a	small	lump	sum	of	cash	immediately,	while	the	rest	of	your	compensation	is	invested	into	a	trust	fund.	This	fund	is	separate	from	your	bank	account	and
managed	by	two	or	more	trustees.	The	money	in	your	personal	injury	trust	fund	is	held	separately	from	your	other	assets,	so	will	not	be	counted	towards	your	capital.	You	can	only	put	the	money	you’ve	received	as	compensation	into	this	account,	and	you’ll	still	pay	tax	on	it.	You	can	draw	a	small	amount	from	this	account	each	year,	as	long	as	it
doesn’t	take	you	over	the	capital	limit,	so	it	is	an	ideal	solution	for	those	who	wish	to	make	a	personal	injury	claim	but	cannot	afford	for	their	benefits	to	be	affected.	Your	solicitor	can	advise	you	about	setting	up	a	personal	injury	trust	during	the	injury	claim	process.	The	first	year	-	a	52	week	grace	period	Any	payments	that	you	receive	as	a	result	of
your	personal	injury	claim	are	subject	to	a	52-week	'grace	period',	during	which	time	they	will	not	count	towards	your	capital	and	will	therefore	not	affect	your	benefits.	This	grace	period	comes	into	effect	from	the	first	payment	that	you	receive.	You	should	set	up	your	personal	injury	trust	during	this	time.	The	lump-sum	may	be	intended	to	support
you	over	the	course	of	several	years.	If	you	receive	and	spend	your	lump	sum	within	the	one-year	grace	period,	and	you	continue	to	claim	benefits,	you	may	be	penalised	for	deliberately	spending	your	compensation	quickly	so	that	the	sum	doesn’t	affect	your	benefits.	Your	solicitor	can	help	you	It’s	essential	that	you’re	open	and	honest	throughout
your	compensation	claim.	The	government	will	be	notified	of	any	payments	you	receive,	and	your	benefits	agency	will	be	informed.	Your	solicitor	can	help	you	to	navigate	the	whole	process	of	your	personal	injury	claim,	as	well	as	helping	you	to	set	up	a	personal	trust	fund.	Where	possible,	these	steps	will	help	you	to	keep	your	personal	injury
compensation	without	it	affecting	your	benefits.	Have	you	been	injured	at	work?	If	you	have	been	injured	at	work	in	the	last	3	years,	you	may	be	able	to	claim	financial	compensation.	Find	out	more	about	making	a	work	accident	claim:	Do	you	qualify?	How	much	compensation	could	you	get?	How	does	No	Win,	No	Fee	work?	Read	more:	Work	accident
claim	guide	Share	—	copy	and	redistribute	the	material	in	any	medium	or	format	for	any	purpose,	even	commercially.	Adapt	—	remix,	transform,	and	build	upon	the	material	for	any	purpose,	even	commercially.	The	licensor	cannot	revoke	these	freedoms	as	long	as	you	follow	the	license	terms.	Attribution	—	You	must	give	appropriate	credit	,	provide	a
link	to	the	license,	and	indicate	if	changes	were	made	.	You	may	do	so	in	any	reasonable	manner,	but	not	in	any	way	that	suggests	the	licensor	endorses	you	or	your	use.	ShareAlike	—	If	you	remix,	transform,	or	build	upon	the	material,	you	must	distribute	your	contributions	under	the	same	license	as	the	original.	No	additional	restrictions	—	You	may
not	apply	legal	terms	or	technological	measures	that	legally	restrict	others	from	doing	anything	the	license	permits.	You	do	not	have	to	comply	with	the	license	for	elements	of	the	material	in	the	public	domain	or	where	your	use	is	permitted	by	an	applicable	exception	or	limitation	.	No	warranties	are	given.	The	license	may	not	give	you	all	of	the
permissions	necessary	for	your	intended	use.	For	example,	other	rights	such	as	publicity,	privacy,	or	moral	rights	may	limit	how	you	use	the	material.	If	you	have	had	an	accident,	injury	or	a	disease	for	which	someone	else	is	to	blame,	you	may	have	claimed	or	be	thinking	about	claiming	compensation.	If	you	are	getting	a	social	security	benefit	or	have
had	a	lump	sum	payment	for	certain	dust	related	diseases	it	may	affect	the	amount	of	compensation	you	receive.	This	guidance	tells	you	how	benefits	and	lump	sums	may	affect	your	compensation	award	and	which	benefits	and	lump	sums	they	are.	If	you	have	a	question	which	is	not	answered	in	this	guidance	or	if	you	just	want	more	advice,	see
where	to	get	help	and	advice.	To	find	out:	2.	Compensation	recovery	2.1	How	it	works	When	someone	claims	compensation,	the	person	or	organisation	who	is	likely	to	pay	you	compensation	(the	compensator)	must	tell	the	Compensation	Recovery	Unit	(CRU)	-	part	of	the	Department	for	Work	and	Pensions	(DWP).	Have	you:	claimed	or	received
compensation?	received	a	social	security	benefit	or	lump	sum	payment	because	of	your	accident,	injury	or	disease?	If	yes	to	both,	the	compensator	has	to	pay	back	to	the	DWP	the	amount	of	social	security	benefit	or	lump	sum	payment	you	have	received	as	a	result	of	your	accident,	injury	or	disease.	If	you	have	had	an	accident,	the	amount	they	have
to	pay	equals	the	total	amount	of	benefit	you	are	paid	from	the	day	after	the	accident	or	injury	up	to	the	date	of	the	final	compensation	payment	or	for	up	to	5	years	–	whichever	is	earlier.	If	you	have	claimed	benefit	because	of	a	disease,	the	amount	the	compensator	has	to	pay	is	worked	out	from	the	day	you	first	claimed	a	benefit	because	of	the
disease	up	to	the	date	of	the	final	compensation	payment	or	for	up	to	5	years	–	whichever	is	earlier.	If	you	have	claimed	a	lump	sum	payment	because	of	a	dust	related	disease,	the	amount	they	have	to	pay	is	the	equivalent	to	the	total	amount	of	the	lump	sum	or	the	gross	amount	of	the	compensation	award,	which	ever	is	the	least.	The	person	or
organisation	who	pays	your	compensation	may,	in	certain	circumstances,	reduce	the	amount	they	pay	to	account	for	any	monies	they	are	required	to	pay	to	the	DWP.	See	which	benefits	count	and	which	lump	sums	count.	3.	Which	benefits	count	3.1	Which	benefits	count	for	loss	of	earnings	The	person	or	organisation	who	pays	your	compensation	can
only	reduce	the	compensation	you	are	awarded	for	loss	of	past	earnings	if	you	have	received	one	of	the	following	benefits	to	meet	the	same	need:	Disability	Working	Allowance	Employment	and	Support	Allowance	Incapacity	Benefit	Income	Support	Industrial	Injuries	Disablement	Benefit	Invalidity	Pension	Invalidity	Allowance	Jobseeker’s	Allowance
Reduced	Earnings	Allowance	Severe	Disablement	Allowance	Sickness	Benefit	Statutory	Sick	Pay	paid	before	6	April	1994	Unemployability	Supplement	Unemployment	Benefit	Universal	Credit	3.2	Which	benefits	count	for	cost	of	care	The	person	or	organisation	who	pays	your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	cost
of	care	in	the	past	if	you	have	received	one	of	the	following	benefits	to	meet	the	same	need:	Attendance	Allowance	Disability	Living	Allowance	(care	component)	Industrial	Injuries	Disablement	Benefit	increase	for	Constant	Attendance	Allowance	or	Exceptionally	Severe	Disablement	Allowance	Personal	Independence	Payment	(living	component)	3.3
Which	benefits	count	for	loss	of	mobility	The	person	or	organisation	who	pays	your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	loss	of	mobility	in	the	past	if	you	have	received	one	of	the	following	benefits	to	meet	the	same	need:	Disability	Living	Allowance	(mobility	component)	Mobility	Allowance	Personal	Independence
Payment	(mobility	component)	4.	Which	lump	sums	count	The	person	or	organisation	who	pays	your	compensation	can	reduce	any	part	of	your	compensation	award	(including	damages	paid	for	pain	and	suffering)	if	you	have	had	a	lump	sum	payment	under	the:	Pneumoconiosis	etc,	(Workers	Compensation)	Act	1979	including	any	extra	statutory
payments	made	following	the	rejection	of	a	claim	under	the	1979	Act	2008	Diffuse	Mesothelioma	Scheme	4.1	Retirement	Pension	Retirement	Pension	does	not	have	to	be	paid	back	from	an	award	of	compensation,	but	if	you	get	any	of	the	benefits	or	lump	sum	shown	above	after	retirement	age,	they	may	have	to	be	paid	back.	4.2	War	Pensions	If	you
get	a	pension	from	the	Veterans	Agency	(previously	the	War	Pensions	Agency),	this	may	go	down	because	of	the	compensation	you	receive.	5.	If	you	are	awarded	compensation	The	CRU	will	tell	the	person	or	organisation	who	pays	your	compensation	how	much	benefit	or	lump	sum	if	any,	they	have	to	pay	back	to	the	DWP.	The	information	will	be
shown	on	a	certificate.	You	or	your	representative	will	also	be	told	about	this	and	will	receive	a	copy	of	the	certificate.	If	you	do	not	agree	with	the	amount	they	have	to	repay	to	the	DWP,	you	have	the	right	to	ask	for	a	review.	There	is	information	on	the	certificate	that	tells	you	what	to	do.	5.1	If	you	do	not	agree	with	the	decision	to	reduce	your
compensation	If	you	do	not	agree	with	the	decision	to	reduce	your	compensation,	you	can	ask	CRU	to	look	at	the	certificate	again.	This	is	known	as	Mandatory	Reconsideraton.	You	can	only	do	this	after	the	person	or	organisation	who	pays	your	compensation	payment,	repays	all	benefits	and	lump	sums	shown	on	the	certificate	to	the	DWP.	You	must
ask	for	a	Mandatory	Reconsideration	within	1	month	of	the	date	that	they	make	the	final	payment	to	the	DWP	via	the	CRU.	You	can	get	more	information	from	the	recovery	of	benefits	and	lump	sums	appeal	guide	(Z2).	5.2	If	you	are	receiving	benefit	You	must	tell	the	office	that	pays	your	benefit	as	soon	as	you	get	your	compensation	payment	if	you
receive:	Employment	and	Support	Allowance	Housing	Benefit	Income	Support	Jobseeker’s	Allowance	Pension	Credit	Universal	Credit	Working	Tax	Credit	If	you	get	a	pension	from	the	Service	Personnel	and	Veterans	Agency,	please	make	sure	you	let	them	know.	Call	the	Veterans	free	helpline	on	0800	169	2277.	You	must	tell	the	local	authority	as
soon	as	you	receive	your	compensation	payment	if	you	receive	a	reduction	in	Council	Tax.	To	get	more	information	about	Council	Tax	reduction	contact	your	local	authority.	6.	Where	to	get	help	and	advice	6.1	Compensation	Recovery	If	you	have	any	questions	about	the	Compensation	Recovery	Scheme	you	can	contact	the	CRU.	6.2	Social	security
benefits	To	get	more	information	about	social	security	benefits	you	can	contact	Jobcentre	Plus.	Quick	Answer:	Yes,	personal	injury	compensation	can	affect	your	means-tested	benefits	—	but	it	depends	on	how	the	money	is	managed.	If	the	compensation	is	placed	in	a	personal	injury	trust,	your	benefits	are	protected.	Without	a	trust,	savings	above
£6,000	may	reduce	your	entitlement,	and	over	£16,000	could	stop	it	completely.	Trustpilot	If	you	currently	receive	state-funded	benefits,	such	as	Universal	Credit	or	similar,	making	a	claim	for	personal	injury	compensation	could	impact	your	benefits	entitlement	and	the	amount	of	benefit	payments	you	receive.	Below	we’ll	explain	the	potential
impacts,	the	thresholds	you	need	to	be	aware	of,	and	strategies	to	protect	your	benefits	while	still	pursuing	fair	compensation.	Understanding	the	potential	impact	of	a	compensation	settlement	on	your	benefits	is	important	for	making	informed	decisions	about	your	claim	and	financial	future.	The	relationship	between	compensation	and	benefits	is
complex	and	depends	on	various	factors,	including	the	type	of	benefits	you	receive	and	the	amount	of	compensation	awarded.	Compensation	settlements	can	affect	means-tested	benefits,	which	include:	Universal	Credit	Income-based	Jobseeker’s	Allowance	Income-related	Employment	and	Support	Allowance	Income	Support	Housing	Benefit	Council
Tax	Support	As	of	2023,	the	key	thresholds	to	be	aware	of	are:	£6,000:	If	your	savings	(including	compensation)	exceed	this	amount,	it	may	affect	the	amount	of	benefits	you	receive.	£16,000:	If	your	savings	exceed	this	amount,	you	may	lose	entitlement	to	means-tested	benefits	altogether.	Some	benefits	are	not	affected	by	compensation	settlements,
including:	Personal	Independence	Payment	(PIP)	Disability	Living	Allowance	(DLA)	Attendance	Allowance	Child	Benefit	If	you	receive	a	compensation	settlement	exceeding	the	£6,000	threshold,	you	must	declare	it	as	savings.	However,	it’s	impossible	to	determine	if	your	benefits	claim	would	be	affected	until	you	know	how	much	compensation	you’ll
receive.	If	your	compensation	settlement	is	less	than	£6,000,	it	generally	won’t	affect	your	benefits.	For	example,	a	minor	whiplash	claim	settling	within	6-8	weeks	would	typically	fall	below	this	threshold.	Settlements	in	this	range	may	reduce	your	benefit	entitlements.	The	DWP	assumes	you	have	an	income	of	£1	per	week	for	every	£250	of	savings
between	£6,000	and	£16,000.	If	your	settlement	exceeds	£16,000,	you	may	lose	entitlement	to	means-tested	benefits	until	your	savings	fall	below	this	threshold.	In	most	cases,	anyone	injured	in	a	non-fault	accident	should	pursue	their	legal	right	to	seek	compensation	regardless	of	any	benefits	they	receive.	If	you	had	a	huge	settlement	of	millions,	it
wouldn’t	really	matter	if	you	lose	your	benefits.	Where	it	is	a	problem	is	when	people	receive	smaller	settlements	of,	say,	£10k	or	£20k.	While	it’s	a	lot	of	money,	it’s	not	life	changing	and	won’t	last	forever.	Therefore,	losing	a	chunk	of	or	all	of	your	benefits	would	be	a	real	blow.	However,	there	are	ways	of	mitigating	the	risk	of	a	settlement	affecting
your	benefits,	and	here	at	Direct2Compensation	we	can	help	you	understand	how	to	do	this.	You	shouldn’t	let	concerns	about	losing	benefits	entitlements	stop	you	from	making	your	claim	for	compensation.	It	pays	to	be	smart	with	your	claim.	Our	solicitors	will	help	you	to	ensure	that	any	existing	benefits	are	unaffected	unless	the	law	requires	them
to	be.	There	are	several	strategies	that	can	employed:	A	personal	injury	trust	is	a	legal	arrangement	that	can	protect	your	compensation	from	being	considered	as	savings	for	benefits	purposes.	Key	points:	The	compensation	is	held	separately	from	your	personal	finances	Trustees	control	how	the	money	is	spent	The	funds	in	the	trust	don’t	count
towards	the	savings	threshold	for	benefits	You	can	be	a	trustee	of	your	own	trust,	along	with	other	appointed	trustees	Often	our	solicitors	will	advise	that	if	you	win	your	claim	for	compensation,	you	should	agree	to	take	a	small	settlement	immediately	(one	that	would	not	go	above	the	maximum	savings	threshold)	and	that	the	rest	should	be	placed	in
to	a	personal	injury	trust	fund.	In	some	cases,	it	may	be	appropriate	to	use	your	compensation	to	pay	off	debts	or	make	necessary	purchases	before	it	affects	your	benefits.	However,	this	should	be	done	carefully	and	with	professional	advice.	For	larger	settlements,	it	may	be	possible	to	arrange	for	the	compensation	to	be	paid	in	stages,	keeping	the
amount	you	receive	at	any	one	time	below	the	relevant	thresholds.	Given	the	complexities	involved,	it’s	worth	seeking	professional	advice	if	you’re	concerned	about	how	a	compensation	settlement	might	affect	your	benefits.	Consider:	Consulting	with	a	welfare	rights	advisor	Discussing	options	with	your	personal	injury	solicitor	Seeking	advice	from	a
financial	planner	experienced	in	personal	injury	trusts	Our	specialist	solicitors	can	ensure	that	any	compensation	settlements	have	minimal	impact	on	your	existing	or	long-term	benefits	entitlements.	In	cases	of	larger	settlement	values,	we	can	link	you	with	specialist	financial	advisers	to	handle	the	compensation	in	the	most	tax-efficient	way	possible,
such	as	creating	a	personal	injury	trust.	Remember,	you	have	a	legal	obligation	to	inform	the	relevant	benefits	authorities	about	any	change	in	your	financial	circumstances,	including	receiving	a	compensation	settlement.	Failure	to	do	so	could	be	considered	benefit	fraud.	While	receiving	a	compensation	settlement	can	potentially	impact	your
benefits,	there	are	strategies	available	to	protect	both	your	compensation	and	your	benefits	entitlement.	The	key	is	to	plan	ahead	and	seek	expert	advice	to	ensure	you	make	informed	decisions	about	your	finances	and	your	future.	If	you	would	like	to	find	out	a	little	more	about	how	you	could	claim	compensation	after	an	accident	and	not	lose	your
benefits	entitlement,	just	drop	us	a	line	on	01225	430285,	or	if	you	prefer,	.	We’ve	been	helping	claimants	win	compensation	for	over	28	years.	We’re	happy	to	discuss	your	circumstances	in	confidence	and	help	you	to	better	understand	whether	claiming	compensation	could	have	any	undue	effect	on	your	existing	benefits	claim.	Ideally,	you	should	set
up	the	trust	as	soon	as	possible,	preferably	before	receiving	the	settlement.	However,	you	generally	have	52	weeks	from	receipt	of	the	compensation	to	set	up	a	trust.	Yes,	funds	from	the	trust	can	be	used	for	any	purpose,	but	all	expenditures	must	be	approved	by	the	trustees.	No,	the	state	pension	is	not	a	means-tested	benefit	and	won’t	be	affected
by	compensation	payments.	Interim	payments	are	treated	the	same	way	as	final	settlements.	If	they	exceed	the	relevant	thresholds,	they	could	affect	your	benefits	unless	protected	in	a	trust.	Yes,	personal	injury	trusts	can	be	set	up	for	claims	involving	children,	with	parents	or	guardians	typically	acting	as	trustees	until	the	child	reaches	18.	No,	you
do	not	have	to	pay	back	Personal	Independence	Payment	(PIP)	after	receiving	a	compensation	settlement.	PIP	is	not	a	means-tested	benefit	and	is	based	on	your	care	and	mobility	needs,	not	your	financial	situation.	Your	compensation	settlement	should	not	affect	your	entitlement	to	PIP.	The	Department	for	Work	and	Pensions	(DWP)	cannot	directly
take	your	compensation.	However,	if	you	receive	means-tested	benefits,	your	compensation	could	affect	your	entitlement	to	these	benefits	if	it’s	not	protected	(for	example,	in	a	personal	injury	trust).	The	DWP	may	reduce	or	stop	certain	benefits	if	your	savings,	including	compensation,	exceed	the	relevant	thresholds.	It’s	important	to	note	that	the
DWP	cannot	access	your	compensation	to	recover	any	overpaid	benefits,	but	they	may	adjust	your	future	benefit	payments	based	on	your	new	financial	situation.	Find	out	if	you	can	claimChat	now	with	our	claims	experts	for	free,	friendly	advice.	Understanding	the	potential	impact	of	personal	injury	compensation	on	your	benefits	is	crucial,	especially
if	you’ve	suffered	harm	and	financial	losses	due	to	someone	else’s	negligence.	While	it’s	your	legal	right	to	start	a	personal	injury	compensation	claim,	it’s	important	to	consider	how	this	might	affect	your	benefits.	If	you’re	currently	reliant	on	state	benefits	and	expect	to	receive	more	than	£6,000	in	compensation,	it’s	important	to	consider	various
factors.	These	include	the	nature	of	your	compensation	and	whether	your	benefits	are	means	tested	or	non-means	tested.	These	factors	will	play	a	role	in	determining	how	your	benefits	might	be	affected.	In	this	guide,	we	will	explain	how	compensation	may	affect	your	benefits	and	what	you	can	do	to	prevent	it.	For	further	questions,	do	not	hesitate	to
contact	a	friendly	legal	adviser	for	a	free	consultation	by	calling	0800	470	0474	or	using	our	online	claim	form.	They	will	let	you	know	if	you	have	a	valid	claim,	how	personal	injury	compensation	may	affect	your	benefits,	and	answer	any	other	questions	you	may	have.	Call	0800	470	0474	now	or	request	a	call	back	below:	By	submitting	this	form	you
agree	to	be	contacted	by	our	partners.	Find	out	how	we	handle	your	data	in	our	privacy	policy.	With	no	win	no	fee	you	typically	pay	25%	of	your	compensation	if	your	claim	is	successful,	but	the	fee	can	vary.	Termination	fees	may	apply	if	you	fail	to	co-operate	with	your	solicitor.	What	are	state	benefits?	Benefits	are	financial	support	the	government
provides	to	people	in	certain	circumstances	to	help	with	the	cost	of	daily	living.	They	aim	to	support	individuals	with	low	incomes,	disabilities,	or	other	needs.	Some	of	the	benefits	awarded	are	considered	part	of	income	and	taxed	at	the	applicable	income	tax	rate.	Other	benefits	are	not	subject	to	income	tax	and	are	provided	to	cover	specific	needs	or
expenses.	Examples	include	welfare,	child	benefit	and	disability	benefits.	Benefits	can	also	fall	into	two	main	categories,	those	that	are	means-tested	and	those	that	are	not.	Means-tested	benefits	The	government	provides	these	based	on	your	financial	situation	and	income	level.	To	qualify	for	means-tested	benefits,	you	must	prove	that	your	income
and	other	assets	(such	as	savings,	property	and	shares)	fall	below	a	certain	threshold.	Examples	of	means-tested	benefits	include:	Jobseeker’s	Allowance	(JSA)	–	Financial	support	for	people	who	are	unemployed	and	actively	seeking	work	Employment	and	Support	Allowance	(ESA)	–	Financial	assistance	for	those	who	have	a	disability	or	health
condition	that	affects	their	ability	to	work	Universal	Credit	–	A	monthly	payment	to	help	with	living	costs	if	you’re	on	a	low	income	or	out	of	work	Income	Support	–	This	financial	support	is	available	to	people	who	are	not	required	to	work,	such	as	those	with	very	young	children	Housing	Benefit	–	Help	with	housing	costs	for	individuals	on	low	incomes
or	who	are	receiving	certain	other	benefits	Benefits	that	are	not	means-tested	These	are	provided	regardless	of	your	financial	situation.	Eligibility	for	these	benefits	is	based	on	other	criteria,	such	as	age,	family	set	up	or	level	of	disability.	Examples	include:	Attendance	Allowance	–	Financial	support	for	those	who	have	reached	the	state	pension	age
and	have	a	disability	severe	enough	to	need	someone	to	help	look	after	them	Disability	Living	Allowance	(DLA)	–	Financial	assistance	for	children	under	16	with	disabilities	or	long-term	health	conditions	Personal	Independence	Payment	(PIP)	–	Financial	support	for	people	with	long-term	health	conditions	or	disabilities	to	help	with	the	extra	cost	of
disability	Does	compensation	affect	my	benefits?	Whether	your	compensation	payment	will	affect	your	benefits	depends	on	your	circumstances.	If	you	currently	receive	means-tested	benefits	such	as	Universal	Credit	or	something	similar,	a	successful	personal	injury	claim	will	likely	impact	your	entitlement	to	the	state-funded	benefit	or	the	amount	of
benefit	you	can	get.	When	you	make	a	successful	personal	injury	claim,	you	typically	receive	a	lump	sum	of	compensation	for	your	pain,	suffering	and	financial	losses.	If	this	is	transferred	directly	to	your	bank	account,	it	will	be	deemed	as	savings	or	capital	and	considered	when	calculating	your	entitlement	for	certain	benefits.	However,	there	are
ways	to	ensure	your	compensation	will	not	affect	your	benefits,	such	as	setting	up	a	personal	injury	trust.	However,	your	compensation	claim	should	not	affect	your	benefits	if	these	are	non-means-tested.	Therefore,	it	is	difficult	to	answer	the	question,	‘Will	compensation	affect	my	benefits?’	without	knowing	all	the	details	of	your	case.	During	the
claims	process,	your	solicitor	will	discuss	your	situation	and	any	benefits	you	receive	to	advise	you	on	the	best	way	forward.	What	amount	of	compensation	will	affect	my	benefits?	Another	essential	factor	is	the	amount	of	compensation	awarded	to	you.	Generally,	means-tested	benefits	are	available	to	people	with	less	than	£16,000	in	savings.	If	you
receive	state	benefits	and	a	payment	of	over	£6,000	for	your	personal	injury,	this	will	affect	your	entitlement	to	various	benefits,	such	as	Universal	Credit,	Housing	Benefit,	and	ESA.	However,	many	claims	are	settled	for	less	than	this	amount.	While	having	£6,000	or	more	in	savings	will	affect	any	means-tested	benefits,	it	will	not	affect	your	benefit
entitlement.	You	can	still	receive	some	of	the	benefits	until	you	reach	the	savings	limit	of	£16,000.	If	your	capital	exceeds	£16,000,	you	could	lose	your	benefits	entirely.	However,	your	solicitor	should	be	able	to	help	you	keep	both	your	benefits	and	compensation	payment	by	setting	up	a	personal	injury	trust	in	your	name.	What	benefits	can	be
affected?	If	your	compensation	is	transferred	directly	to	your	bank	account,	it	will	be	taken	into	account	for	the	assessment	of	means	tested	benefits,	such	as:	However,	your	compensation	settlement	would	not	impact	other	state	benefits	that	are	not	means-tested	and	are	not	affected	by	your	savings,	such	as:	Should	I	claim	compensation	if	it	affects
my	benefits?	If	you	have	suffered	a	personal	injury	due	to	someone	else’s	negligence,	you	should	almost	certainly	pursue	your	legal	right	to	claim	compensation.	If	you	receive	a	considerable	settlement,	you	may	not	need	to	rely	on	benefits	anyway.	If	the	compensation	award	is	under	£6,000,	it	will	not	affect	your	entitlement	to	benefits	in	any	case.	A
problem	may	arise	if	your	compensation	award	is	over	£6,000	but	not	as	substantial	as	to	last	you	a	lifetime.	Let’s	say	you	receive	between	£20,000	and	£30,000.	While	this	is	a	lot	of	money,	it	will	not	last	forever,	and	losing	your	benefits	because	of	it	could	be	a	real	setback.	Under	such	circumstances,	there	are	ways	of	mitigating	this	risk,	such	as
setting	up	a	personal	injury	trust.	What	is	the	52	week	grace	period?	This	grace	period	is	a	rule	stating	that	the	government	will	ignore	any	compensation	you	receive	for	the	first	52	weeks.	That	means	it	will	not	be	considered	as	income	or	capital	when	assessing	your	eligibility	for	means-tested	benefits	like	Universal	Credit.	The	purpose	of	this	period
is	to	give	you	time	to	adjust	to	the	change	in	your	financial	circumstances	without	it	immediately	affecting	your	eligibility	for	benefits.	You	may	use	this	time	to	set	up	a	personal	injury	trust	so	the	compensation	award	will	not	affect	your	eligibility	for	benefits	once	the	52	weeks	have	passed.	However,	you	can	not	just	spend	the	compensation	money
during	this	period	or	give	it	away	to	keep	your	benefits.	If	any	of	your	expenditures	are	not	considered	reasonable,	you	will	be	treated	as	still	having	the	money,	and	you	may	lose	your	entitlement	to	benefits	altogether.	How	can	I	protect	my	personal	injury	compensation?	One	way	to	ringfence	your	compensation	so	that	it	will	not	impact	your
entitlement	to	benefits	is	by	setting	up	a	personal	injury	trust.	This	is	a	legally	binding	arrangement	for	holding	and	managing	the	funds	received	when	making	a	successful	compensation	claim.	The	trust	will	be	managed	by	two	or	more	trustees	(excluding	yourself)	according	to	specific	rules.	Trustees	can	be	family	members,	friends,	or	professionals,
such	as	solicitors.	Once	your	compensation	is	in	the	trust,	it	will	no	longer	be	considered	income,	savings	or	capital.	This	way,	you	can	pursue	the	maximum	settlement	you	are	entitled	to	without	worrying	about	how	it	will	affect	your	benefits.	You	can	make	small,	irregular	payments	from	the	trust	and	remain	eligible	for	benefits	as	long	as	these	are
below	the	savings	limit.	To	conclude,	there	is	no	one	answer	to	the	question	‘Does	personal	injury	compensation	affect	benefits?’.	It	all	depends	on	the	type	of	benefits	you	receive,	the	amount	of	compensation	you	receive	and	other	several	other	factors.	However,	by	hiring	an	experienced	personal	injury	solicitor,	you	can	make	a	claim	for
compensation	without	worrying	about	how	it	may	impact	the	benefits	you	are	entitled	to.	Your	solicitor	will	guide	you	through	the	process	and	can	help	you	set	up	a	personal	injury	trust	to	mitigate	the	risk	of	your	compensation	affecting	your	benefits.	If	you	have	had	an	accident	that	wasn’t	your	fault	and	would	like	to	find	out	if	you	can	make	a	claim,
please	call	0800	470	0474	or	use	our	contact	form	to	request	a	free	consultation	with	an	experienced	legal	adviser.	As	well	as	finding	out	if	you	have	a	valid	personal	injury	claim,	you	can	also	discuss	any	concerns	you	have	about	the	impact	that	claiming	compensation	could	have	on	the	benefits	you	receive.	Home	>	All	Personal	Injury	Claims	>
Guides	>	Does	personal	injury	compensation	affect	benefits?	Updated:	August	28,	2024	Reviewed	by:	Jenny	Stevenson	Updated:	August	28,	2024	Reviewed	by:	Jenny	Stevenson	Public	Liability	Solicitor	Jenny	is	a	Public	Liability	Solicitor	from	one	of	our	panel	law	firms	If	you	are	receiving	more	than	£6,000	in	compensation,	or	your	savings	plus	your
compensation	payment	will	take	your	savings	to	more	than	£6,000	then	it	is	likely	claiming	damages	will	affect	your	benefits.			As	advised	by	MoneyHelper,	compensation	is	treated	as	savings	when	it	comes	to	means	tested	benefits.	The	current	savings	threshold	at	which	means-tested	benefits	stop	is	£16,000,	but	all	savings	above	£6,000	will	affect
the	amount	of	benefits	you	can	receive.		Without	knowing	all	your	particular	circumstances,	it	is	hard	to	say	for	certain	whether	a	compensation	payment	will	affect	your	benefits,	but	there	are	ways	you	can	protect	your	benefits	and	still	claim	compensation.		Benefits	which	may	be	affected	by	compensation	by	compensation	include:	Universal	credit
Housing	benefit	Council	tax	support	Pension	credit	Income-based	jobseeker’s	allowance	Income-	based	employment	and	support	allowance	Income	support	Tax	credits	(child	tax	credit	and	working	tax	credit)	Compensation	should	not	affect	benefits	which	are	not	means-tested.		For	compensation	to	affect	Universal	Credit	entitlement,	your	settlement
would	need	to	take	you	or	your	partner	over	the	£6,000	savings	threshold.	MoneyHelper	explain	that	if	you	or	your	partner’s	savings	or	capital	falls	between	£6,000	and	£16,000,	the	first	£6,000	is	disregarded.	The	remainder	is	treated	as	if	it	is	a	monthly	income	of	£4.35	for	each	£250,	or	part	of	£250.	If	you	and/or	your	partner	have	£16,000	or	more
saved,	you	won’t	be	eligible	for	Universal	Credit.	MoneyHelper	explain	that	when	you	claim	compensation	for	an	accident,	the	organisation	you’re	making	a	claim	against	must	tell	the	DWP.	If	you’ve	received	benefits	due	to	the	accident,	the	organisation	or	compensator	might	have	to	pay	back	this	benefit	amount	to	the	DWP,	and	this	might	be
deducted	from	your	payout.	Your	compensation	payment	will	not	be	counted	towards	your	savings	threshold	for	52	weeks	from	the	date	it	is	paid	(even	if	the	first	payment	is	an	interim	payment).	However,	the	way	in	which	you	spend	it	will	be	examined	for	“reasonableness”	of	someone	who	is	in	receipt	of	your	type	of	benefit.	If	you	invest	your
payment,	you	need	to	declare	any	interest	you	earn	to	the	DWP.	You	do	not	have	to	sacrifice	your	benefits	to	claim	compensation	or	vice	versa.	A	possible	solution	which	will	allow	you	to	receive	money	for	damages	without	affecting	your	benefits	payments	is	to	set	up	a	DWP	personal	injury	trust.	A	DWP	personal	injury	trust	will	give	you	the	ability	to
pursue	the	maximum	compensation	to	which	you	may	be	entitled	without	putting	your	means-tested	benefits	at	risk,	or	lose	out	if	you	need	care	provided	by	your	local	authority.	A	settlement	payment	that	goes	into	your	bank	account	is	considered	your	money,	but	damages	paid	into	a	trust	are	not	examined	by	the	DWP	when	assessing	your	finances.
A	DWP	personal	injury	trust	manages	your	compensation	separately	from	your	personal	finances.	A	solicitor	draws	up	a	trust	and	at	least	three	trustees	are	appointed	–	one	of	which	can	be	you	if	your	trust	is	straightforward.	The	trustees	have	control	over	how	your	compensation	is	spent	so	choose	people	you	can	rely	on	to	put	your	best	interests	at
heart.	You	can	set	up	a	bare	trust	which	gives	you	the	ability	to	replace	trustees	as	necessary.	If	you	receive	means-tested	benefits	and	already	have	at	least	£6,000	in	savings	or	are	being	paid	at	least	£6,000	in	compensation,	then	it	might	be	wise	to	consider	a	personal	injury	trust,	if	you	do	not	want	your	benefits	to	reduce	or	cease.		You	have	control
over	how	the	money	in	your	trust	is	spent,	but	it	is	not	considered	your	personal	money	so	will	not	affect	your	benefits.	Money	in	a	trust	can	be	spent	how	you	choose,	however,	take	financial	advice	as	rules	regarding	this	have	changed	in	recent	years,	and	can	potentially	alter	again.		Receiving	benefits	should	not	deter	you	from	seeking	the
compensation	you	could	be	entitled	to,	but	if	you’re	concerned	about	any	potential	compensation	affecting	your	benefit	entitlement,	it’s	worth	seeking	expert	advice.			We’ve	helped	people	just	like	you	who	were	worried	about	a	compensation	payout	affecting	benefits.	We	can	partner	you	with	a	personal	injury	solicitor,	who	can	help	you	protect	your
compensation.	Call	us	on	0800	182	2185	or	request	a	callback	now.						If	you	have	had	an	accident,	injury	or	a	disease	for	which	someone	else	is	to	blame,	you	may	have	claimed	or	be	thinking	about	claiming	compensation.	If	you	are	getting	a	social	security	benefit	or	have	had	a	lump	sum	payment	for	certain	dust	related	diseases	it	may	affect	the
amount	of	compensation	you	receive.	This	guidance	tells	you	how	benefits	and	lump	sums	may	affect	your	compensation	award	and	which	benefits	and	lump	sums	they	are.	If	you	have	a	question	which	is	not	answered	in	this	guidance	or	if	you	just	want	more	advice,	see	where	to	get	help	and	advice.	To	find	out:	2.	Compensation	recovery	2.1	How	it
works	When	someone	claims	compensation,	the	person	or	organisation	who	is	likely	to	pay	you	compensation	(the	compensator)	must	tell	the	Compensation	Recovery	Unit	(CRU)	-	part	of	the	Department	for	Work	and	Pensions	(DWP).	Have	you:	claimed	or	received	compensation?	received	a	social	security	benefit	or	lump	sum	payment	because	of
your	accident,	injury	or	disease?	If	yes	to	both,	the	compensator	has	to	pay	back	to	the	DWP	the	amount	of	social	security	benefit	or	lump	sum	payment	you	have	received	as	a	result	of	your	accident,	injury	or	disease.	If	you	have	had	an	accident,	the	amount	they	have	to	pay	equals	the	total	amount	of	benefit	you	are	paid	from	the	day	after	the
accident	or	injury	up	to	the	date	of	the	final	compensation	payment	or	for	up	to	5	years	–	whichever	is	earlier.	If	you	have	claimed	benefit	because	of	a	disease,	the	amount	the	compensator	has	to	pay	is	worked	out	from	the	day	you	first	claimed	a	benefit	because	of	the	disease	up	to	the	date	of	the	final	compensation	payment	or	for	up	to	5	years	–
whichever	is	earlier.	If	you	have	claimed	a	lump	sum	payment	because	of	a	dust	related	disease,	the	amount	they	have	to	pay	is	the	equivalent	to	the	total	amount	of	the	lump	sum	or	the	gross	amount	of	the	compensation	award,	which	ever	is	the	least.	The	person	or	organisation	who	pays	your	compensation	may,	in	certain	circumstances,	reduce	the
amount	they	pay	to	account	for	any	monies	they	are	required	to	pay	to	the	DWP.	See	which	benefits	count	and	which	lump	sums	count.	3.	Which	benefits	count	3.1	Which	benefits	count	for	loss	of	earnings	The	person	or	organisation	who	pays	your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	loss	of	past	earnings	if	you	have
received	one	of	the	following	benefits	to	meet	the	same	need:	Disability	Working	Allowance	Employment	and	Support	Allowance	Incapacity	Benefit	Income	Support	Industrial	Injuries	Disablement	Benefit	Invalidity	Pension	Invalidity	Allowance	Jobseeker’s	Allowance	Reduced	Earnings	Allowance	Severe	Disablement	Allowance	Sickness	Benefit
Statutory	Sick	Pay	paid	before	6	April	1994	Unemployability	Supplement	Unemployment	Benefit	Universal	Credit	3.2	Which	benefits	count	for	cost	of	care	The	person	or	organisation	who	pays	your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	cost	of	care	in	the	past	if	you	have	received	one	of	the	following	benefits	to	meet
the	same	need:	Attendance	Allowance	Disability	Living	Allowance	(care	component)	Industrial	Injuries	Disablement	Benefit	increase	for	Constant	Attendance	Allowance	or	Exceptionally	Severe	Disablement	Allowance	Personal	Independence	Payment	(living	component)	3.3	Which	benefits	count	for	loss	of	mobility	The	person	or	organisation	who	pays
your	compensation	can	only	reduce	the	compensation	you	are	awarded	for	loss	of	mobility	in	the	past	if	you	have	received	one	of	the	following	benefits	to	meet	the	same	need:	Disability	Living	Allowance	(mobility	component)	Mobility	Allowance	Personal	Independence	Payment	(mobility	component)	4.	Which	lump	sums	count	The	person	or
organisation	who	pays	your	compensation	can	reduce	any	part	of	your	compensation	award	(including	damages	paid	for	pain	and	suffering)	if	you	have	had	a	lump	sum	payment	under	the:	Pneumoconiosis	etc,	(Workers	Compensation)	Act	1979	including	any	extra	statutory	payments	made	following	the	rejection	of	a	claim	under	the	1979	Act	2008
Diffuse	Mesothelioma	Scheme	4.1	Retirement	Pension	Retirement	Pension	does	not	have	to	be	paid	back	from	an	award	of	compensation,	but	if	you	get	any	of	the	benefits	or	lump	sum	shown	above	after	retirement	age,	they	may	have	to	be	paid	back.	4.2	War	Pensions	If	you	get	a	pension	from	the	Veterans	Agency	(previously	the	War	Pensions
Agency),	this	may	go	down	because	of	the	compensation	you	receive.	5.	If	you	are	awarded	compensation	The	CRU	will	tell	the	person	or	organisation	who	pays	your	compensation	how	much	benefit	or	lump	sum	if	any,	they	have	to	pay	back	to	the	DWP.	The	information	will	be	shown	on	a	certificate.	You	or	your	representative	will	also	be	told	about
this	and	will	receive	a	copy	of	the	certificate.	If	you	do	not	agree	with	the	amount	they	have	to	repay	to	the	DWP,	you	have	the	right	to	ask	for	a	review.	There	is	information	on	the	certificate	that	tells	you	what	to	do.	5.1	If	you	do	not	agree	with	the	decision	to	reduce	your	compensation	If	you	do	not	agree	with	the	decision	to	reduce	your
compensation,	you	can	ask	CRU	to	look	at	the	certificate	again.	This	is	known	as	Mandatory	Reconsideraton.	You	can	only	do	this	after	the	person	or	organisation	who	pays	your	compensation	payment,	repays	all	benefits	and	lump	sums	shown	on	the	certificate	to	the	DWP.	You	must	ask	for	a	Mandatory	Reconsideration	within	1	month	of	the	date
that	they	make	the	final	payment	to	the	DWP	via	the	CRU.	You	can	get	more	information	from	the	recovery	of	benefits	and	lump	sums	appeal	guide	(Z2).	5.2	If	you	are	receiving	benefit	You	must	tell	the	office	that	pays	your	benefit	as	soon	as	you	get	your	compensation	payment	if	you	receive:	Employment	and	Support	Allowance	Housing	Benefit
Income	Support	Jobseeker’s	Allowance	Pension	Credit	Universal	Credit	Working	Tax	Credit	If	you	get	a	pension	from	the	Service	Personnel	and	Veterans	Agency,	please	make	sure	you	let	them	know.	Call	the	Veterans	free	helpline	on	0800	169	2277.	You	must	tell	the	local	authority	as	soon	as	you	receive	your	compensation	payment	if	you	receive	a
reduction	in	Council	Tax.	To	get	more	information	about	Council	Tax	reduction	contact	your	local	authority.	6.	Where	to	get	help	and	advice	6.1	Compensation	Recovery	If	you	have	any	questions	about	the	Compensation	Recovery	Scheme	you	can	contact	the	CRU.	6.2	Social	security	benefits	To	get	more	information	about	social	security	benefits	you
can	contact	Jobcentre	Plus.


