
 

 

Benefits Cap Briefing 

The 'Benefit Cap' imposes an overall limit on the total amount of welfare benefits many people can 
claim in the UK and is designed to ensure that the Government’s commitment to “making work pay” 
is realised. 

 The cap, in the first instance, will be administered jointly by the DWP and Councils. Longer term, as 
Universal Credit is implemented nationally, DWP will have sole responsibility and have already set up 
a Benefits Cap Calculation Team (BCCT) based in Belfast. It’s the BCCT that confirms to councils how 
to assess and apply the cap. 

The purpose of this briefing is to explain, in simple terms, how it could affect your tenants, and what 
action you can take to mitigate the potential adverse consequences. 

Introduction 

The benefit cap was firstly introduced in four London boroughs (Bromley, Haringey, Enfield & 
Croydon) on 15 April 2013 and the Government’s plan is to extend its application to other parts of the 
UK, in two separate tranches, starting mid-July 2013, anticipating it will take less than 6 months to 
complete the exercise.  

The 2nd tranche, although planned to start in mid-August, will not proceed until the DWP is satisfied 
the first stage has been satisfactorily implemented. Anyone already affected or likely to be in the 
foreseeable future has already received or will receive a letter to that effect from the DWP.  

New cap on benefits sets a limit on welfare payments 

Under the benefit cap, the total amount of benefits that can be received by any individual or family 
will be limited to a maximum amount of: 

 £500 per week for single parents and couples with children 

 £350 per week for single people. 

A family means: 

A single adult; or a couple; and any child (under 16) or qualifying young person (16-19 still at school or 
college doing non advanced course of education) for whom that adult or couple are treated as 
responsible for when working out their HB. Entitlement to Child Benefit is usually a good yardstick to 
determine whether someone is a dependent or not. 

Contrastingly, non-dependant sons & daughters’ living in the same house as parents are not included 
in the assessment, for the purpose of the benefits cap. 
 
Importance of the ‘Housing Costs’ element 

One of the biggest reasons for people being caught by its provisions is the level of Housing Benefit 
they receive.  



 

Both inner and outer London Borough tenants are by far, the largest group, accounting for more than 
half of those affected in the UK (50,000).  Setting aside London, most others affected are families with 
large numbers of children where child benefit and dependent additions to income related benefits 
(JSA, Income Support, ESA) have the effect of tipping the balance and triggering the cap. 

When the cap applies, Housing Benefit is the first benefit to be altered and can be reduced to no less 
than £0.50. The cap is designed to prevent the total benefits award going above the prescribed limits. 
This claw-back will also mean tenants will have to find a way to meet the shortfall or accrue rent 
arrears and run the risk of being actively pursued for this debt.  

Consequently, the earlier briefing on Discretionary Housing Payments (DHPs) should be read in 
conjunction with this note as £65M was added to the DHP budget to help offset the effects of the 
Benefits Cap. What you need to do is ensure your tenants are aware of the DHP fund and do your 
utmost to help them defray their loss, using DHP, even if it’s only on a short term basis. 

Who is exempt from the Cap? 

The benefit cap only applies to tenants and their partners of working age. This means that if the 
tenant or their partner is over state pensionable age they won’t need to worry about the cap. 

In addition, those tenants receiving Working Tax Credits - or who work on average 16 hours each 
week and earn the equivalent of the hourly minimum wage rate or more - will not be affected by the 
cap. In effect, anyone in these circumstances will be able keep their full benefit entitlement even if it 
is more than £500 per week. 

There is also a 39 week 'grace period' for anyone who has been working continuously for 12 months 
and loses their job through no fault of their own. During the 39 weeks, the cap won't apply. 

Some tenants can also claim exemption from the cap where they or their dependents receive any of 
the following benefits: 

 Disability Living Allowance (DLA) - or, from April 2013, Personal Independence Payments 

 Attendance Allowance (AA)  

 Support Component of Employment Support Allowance (ESA) 

 Industrial injuries benefits. 

 War Widows or War Widowers Pensions. 

The cap is also unlikely to apply to tenants residing in ‘Exempt Accommodation’ (e.g. supported 
accommodation where their landlord provides the accommodation and arranges the necessary 
additional support) which is operated, for example, by a housing association. In this case, the housing 
costs element is not included in the assessment of other benefits. 

Which Benefits are included in the cap? 

Most state benefits are included in the cap: 

 

 



 

 

 Housing Benefit (LHA for private tenants) is one of the biggest factors. 

 Income Support (IS), Jobseeker’s Allowance (JSA) and Employment Support Allowance (ESA) 

 Child benefits and Child Tax Credits  

 Guardian's allowance 

 Carer's allowance 

 Maternity benefits and widows benefits paid by the Department for Work and Pensions 
(DWP) 

 Severe disablement allowance. 

Benefits not included in the cap 

Disability Living Allowance (DLA) or Personal Independence Payments (PIP) 

Maternity and adoption benefits paid through an employer are not included.  

One-off benefit payments are not included in the calculations. For example, grants and loans arising 
from the funds being administered by councils from April 2013.  

Free school meals do not count towards the calculation of the benefit cap 

Child maintenance is not included in the cap 

Child maintenance payments won't be counted as income when the benefit cap is calculated. Neither 
will the contribution to child care costs (e.g. nursery fees). If the tenant is a single parent they can 
access advice on these matters from a variety of local support groups e.g. 
http://www.gingerbread.org.uk/ 

Will tenants be told if they are affected by the cap? 

The Department for Work and Pensions (DWP) started sending letters in July 2012 to people already 
claiming benefits who may be affected by the benefit cap. Many of those in the first tranche have 
already been notified and have started the process of applying for DHPs to offset their losses and buy 
them some time to look around for cheaper accommodation.  

The DWP has set up a helpline to answer questions about the benefit cap. The number is 0845 
6057064 or text phone 0845 6088551 for people with hearing or speech impairments. Lines are open 
from Monday to Friday 8am to 6pm 

Check if the benefits cap applies to your tenants 

The vast majority of UK based claimants will NOT be affected by the Benefits Cap. However, those 
that have already or will going forward should receive an early warning letter from the DWP before 
the BCCT confirms to the local council to impose a reduction to the tenant’s Housing benefit award. 
The Council is also obliged to issue an HB notification letter which includes a right of appeal against its 
imposition.  

 



 

If any of your tenants are affected they should be encouraged to seek appropriate assistance before 
any action is taken by the Council or as soon after the cap has been applied as possible so that 
assistance can be provided to challenge the decision if this is appropriate. 

How much will the reduction of benefit be? 

The Council notification letter imposing the cap should explain how the cap is to be applied and how 
this can be challenged if considered incorrect. If following the cap’s imposition there is a change in 
the household lame-up, income etc. then the case should be reviewed by the BCCT and council. 
Standard letters and lines of exchange have already been agreed between DWP and councils (see HB 
Circular A15). 

You can also use the Government’s benefit Cap calculator https://www.gov.uk/benefit-cap to get an 
idea of whether the tenant is likely to be affected, and, if so, how much they will lose. 

Action to take if you tenant is affected by the benefits cap 

1. Firstly, check to make sure the cap is applicable and that one of the exemption provisions 
hasn’t been overlooked;  

2. Make sure the correct benefit amounts have been considered and the proposed reduction in 
HB is correct; 

3. Consider the tenants full circumstances, including any special needs that might exist, and 
apply for a DHP to offset the potential effects in the short term; 

4. Encourage the tenant to examine longer term options, including moving to a 
smaller/cheaper home; 

5. Discuss with the tenant how they plan to meet the potential shortfall in rent, both in the 
short and longer term. Paying the rent should always be the tenant’s top priority. You need 
to reinforce this point at every opportunity.  

6. Coping with a lesser level of income will obviously require more disciplined budgeting. 
Ensure any tenant requiring such assistance is referred appropriately for help. 

7. Taking early action to address the tenant’s full circumstances could help the tenant avoid 

accruing rent arrears, possible repossession action and the possibility of homelessness. 

If you require any further advice or assistance contact your local CAB or Welfare rights Service where 

tenants can obtain FREE advice and assistance. You can also do some further reading on the benefits 

cap by examining: 

The Benefit Cap (Housing Benefit) Regulations 2012 are now online at 

www.legislation.gov.uk/uksi/2012/2994/contents/made.  

The Department for Work and Pensions have a benefits cap page at 

www.dwp.gov.uk/adviser/updates/benefit-cap/.  

Bill Irvine,  

July 2013. 
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