ANNEX C

A STANDARDISED NATIONAL MEANS TEST MODELS FOR CONSULTATION

1. Since 1991, local authorities work within the parameters of regulations which require then to have regard to the financial circumstances of the adoptive family, in deciding on the amounts of financial support payable. 

2. For ongoing, regular financial support payments (known previously as adoption allowances under the 1991 Regulations), most authorities utilise a bespoke means-test of some sort to determine how much adoptive patents should be paid. 

3. The end result of each local authority applying its own methodology under broad regulatory requirements has been the creation of a very disparate national approach to means testing for adoption payments. This gives a large degree of uncertainty for adopters as to what to expect in any given area they may live in or move to. It also results in adopters being treated differently despite having similar circumstances. 

4. With this in mind the Government undertook to consider for this consultation package the feasibility of developing a standard national means test for ongoing financial support payments. This does not include a standardised model for means testing lump sum payments for the types of expenditure listed in regulation 7(5) and (6); local authorities should carry out such means tests reasonably via their own methods under regulations 3 and 7. 

5. The proposals set out in this annex were informed by scrutiny of a range of existing means testing systems operated by local authorities; analysis of other means testing methods used elsewhere in Government; and by a focus group held with a small number of local authorities to look at possible means testing models. 

6. The Government’s aim in considering whether to propose a standard national means test is to achieve a greater level of consistency across England in the way that ongoing payments to adopters are determined. 

7. The models proposed are not intended to increase or decrease the amount spent nationally on payments to adopters, but rather to deliver a standard approach to arriving at those payments, so that adopters are treated equitably within the context of what is affordable within existing local authority budgets. 

8. In line with the Government’s commitment to support adoptive families, the Government would not wish to pursue a model that was judged to reduce the amount spent nationally on ongoing payments to adopters, unless this were off-set by an increase in other forms of adoption support (including one-off payments) which better meet the assessed needs of adoptive families. We will only pursue further the idea of introducing a national means test if there is general support for this. 

9.  We understand that in moving to a standard model some payments that individual local authorities currently make under their existing systems to adopters may rise or fall. We need to understand, via this consultation exercise: 

•
what the impact of each model would be on current payments to adopters within a local authority 

•
the affordability of each model within existing local authority budgets. 

LOCAL AUTHORITIES 

10. Local authorities are asked to look at each model in comparison to their existing arrangements and evaluate what the likely impact of change would be on the resources that they have available for adoption payments. Resources include the main children’s social services funding and Adoption and Special Guardianship Support Grant, plus also the savings that are made in other areas when children move into adoptive families from the looked after system. 

11. Local authorities will need to evaluate the impact in the context of the wider regulations on financial support; for example under the new regulation 7, certain forms of expenditure such as introductory lump sums and certain legal costs are not means-testable. This will potentially lead to higher expenditure by a local authority on these forms of financial support, particularly if this support best meets the identified needs of adopters in the area. 

12. The needs of an adoptive family can be met in a variety of ways and ongoing financial payments should only be made if they are an appropriate form of support. The new adoption support framework asks for needs to be carefully assessed and then responded to accordingly. If local authorities move to better meet the needs of certain adopters via direct service delivery rather than by financial support then it may be appropriate for ongoing payments to reduce. The costs of this new service delivery need to be compared to the costs of the financial support previously paid. 

13. If the result of a local authority’s evaluation of the impact of these models, in light of the paragraphs above, is a prediction that overall expenditure on financial support would drop, then we would like to hear whether and how this saving would be recycled back into adoption support. 

ADOPTERS

14. Adopters receiving ongoing financial support should consider what the likely impact of each model might be for the payments they receive. In doing so adopters should think about whether their needs could be better met by a service other than ongoing financial support. 

THE MODELS 

Model 1: disposable income 

15. This model reflects the principle of most existing local authority adoption payment means tests in that it calculates the adoptive family’s disposable income; that is the amount of money left each month after subtracting its out-goings from income. The disposable income figure is then put through a calculation in order to arrive at an adoption payment. This provides a thorough analysis of the family’s financial situation, which many adopters appreciate. In doing so however, it can be a labour-intensive and potentially intrusive process. 

Model 2: income only

16. This model looks only at the adoptive family’s income, and does not look at their out•goings. It offers a potentially simpler way of arriving at a payment for adopters, which may make it easier for adopters to understand and for local authorities to administer. Arguably it is less intrusive for adopters as it requires no detail on the family’s expenditure. However, this also means that it gives a less detailed picture of a family’s overall financial circumstances. This may in reality not result in dramatically different payments to Model 1, but adopters may be cautious about accepting an assessment that does not explicitly consider their out-goings. 

KEY COMMON PRINCIPLES 

17. The following are principles common to both models: 

•
benefits and tax credits: financial support paid to adoptive parents under the draft Regulations cannot duplicate (or substitute for) a payment which adopters would be entitled to under the tax and benefit system 

•
remuneration: there should be no reward element in financial payments other than as a transitional provision for foster carers adopting 

•
projected financial circumstances: the models rely on a picture being created of what the adoptive family’s financial circumstances will be at the point a child is placed with them. Any forthcoming substantive alterations to that picture that are known to the adopters should also be taken account of. For means tests being applied to adoptive families post-placement, the current income and expenditure situation should be used unless a significant change is know to be forthcoming in the near future. 

If changes occur at a later date these can be picked up in the review process for financial support under regulation 13 (and adopters should notify such changes to the local authority paying the financial support) 

•
Fast-tracking: it is proposed that for a family receiving Income Support no means test need be carried out, as the income support assessment has already given a clear indication of the family’s financial situation. These families would therefore receive the maximum adoption payment in any local authority. 

DEFINITION OF MAXIMUM PAYMENT (MP) 

18. Throughout both models the term MP will appear. This is not a set figure and will vary from local authority to local authority. The MP represents the maximum possible monthly payment that a local authority will make to adopters when they are paying regular ongoing financial support. 

19. The underlying principle of both means test models is that a proportion (from 0-100%) of the MP is payable according to the means of the family. The MP should be built up from two components: 

•
a core element which represents a contribution towards the basic upkeep costs of a child 

•
a special element, if appropriate to the adoptive child in question and his needs. Such payments are traditionally known as ‘enhancements’. If the child has no special needs that warrant the extra payment embodied in this component, then the value of the enhancement will be 0. 

20. Special expenditure relating to the child being adopted needs to be evaluated during the assessment of financial support needs. This should happen automatically when a child is being placed for adoption during the key assessment of the support needs of the family that occurs at the Matching and Placement stage. However, any assessment of financial support needs should examine the need for enhancements. Practitioners will find it helpful to use the forthcoming draft Practice Guidance as an aid in this task. An example of an enhancement would be extra money for sheets, due to medical or emotional conditions that the adoptive child has which cause constant bed-wetting. 

21. Many local authorities will already have a set scale of enhancement payments that they use for foster carers. The amounts paid to adoptive families in equivalent circumstances should match those available to fostered children in an authority. 

22. Any benefits or other forms of financial support that the adoptive child/family can receive outside of the adoption agency to address these special needs must be deducted from the enhancement payments as appropriate. They must not be duplicated. 

23. The proposed models do not attempt to set a standard national level for either component of the MP. Local authorities need to make spending decisions in the context of their resources for children’s services. 

24. In setting their MP levels for regular ongoing payments to adopters, local authorities should have regard to the amount of fostering allowance which would have been payable if the child were fostered by the adopters (minus any remuneration element). Alongside matching the enhancement payments to adopters with the equivalent fostering payments, this should create consistency within a local authority. 

MODEL 1: DISPOSABLE INCOME-BASED MEANS TEST 


ANALYSIS 

25. The following is an analysis of key sections of the Template for Model 1: Disposable Income which can be found at the end of this section. 

Core family income (Part 1 of the Template)

26. This part of the template seeks to gather relevant information about the projected net income of the adoptive family. This includes most of the benefits that a family may be in receipt of as they contribute towards the pot of money from which the family funds expenditure). This part of the template (Part 1) reflects regulation 7(7)(a). 

Consultation question

Does section 1 of the Disposable Income model template “Projected family income” cover all relevant, substantive forms of income that an adoptive family may have?

27. Any entitlement to tax credits and benefits in respect of the adoptive child being placed are not covered in this part of the template, but benefits and tax credits in relation to any non-adoptive children are. Any benefits, tax credits or existing adoption financial payments in relation to a child already placed with the family (but not the subject of the assessment in this instance) are also included. 

Income from lodgers and rental income 

28. Clearly, not all income received from lodgers and rental property is profit, and there are overheads involved. For this reason the model proposes that the following percentages of receipts from lodgers and rent, after tax, are counted as income: 

•
Payments by lodgers (20%) 

•
Rent from property owned but not lived in (70% for furnished accommodation, 90% for unfurnished) 

Investments, assets, capital and savings 

29. When a family has a child, it expects to draw upon savings that it may have. Furthermore, financial support to adoptive families cannot contain any element of remuneration and it would therefore be wrong to base payments on a calculation of income that did not include funds from any source that are available to a family. 

30. It is proposed that local authorities place a value on the total liquid assets that the adoptive family has, and then divides this by 12 to get a notional monthly figure that represents the amount of income that could theoretically be available to the family. This figure should be net of taxes. This amount is then added as a lump sum of income into the disposable income calculation. 

31. Liquid assets are defined as assets that can readily be converted into cash, for example most forms of investment, savings accounts, items purchased as investments. This would not include the family’s home, regular use car, business premises if owned by an adopter, etc. Other property owned should not be included if it is generating rental income that has already been posted as income for the purposes of the means test. 

32. For investments that may not be readily liquidated, the monthly net interest generated should be included as income. 

Consultation question

Is the proposed handling of assets acceptable?

33. It is not of course a requirement that any assets discussed in this section must be liquidated prior to financial support being payable; that will always be the choice of the family. What this section does do is attempt to allocate a notional income value to these assets. 

CORE FAMILY EXPENDITURE (PART 2 OF THE TEMPLATE) 

34. This covers the projected expenditure made by the (prospective) adoptive family. The first part of this section of the template deals with key home-related out-goings and bills. Other household expenses are also then taken into account. 

This part of the template (part 2) reflects regulation 7(7)(b). 

Loan repayments 

35. It is proposed that loan repayments for ‘essential purposes’ can be listed as expenditure in terms of the disposable income calculation. It may be the case that an adoptive family has a range of loan repayments that clearly affect its disposable income. However, it seems right that the disposable income calculation does not disproportionately reward excessive debts on items that the adoptive family does not really need. This would be unfair on adoptive families who have saved to clear their debts and non-adoptive families who receive no such consideration and resultant financial support for these sorts of out-goings. Families should expect to make some financial sacrifices when they have a child. 

36. It is proposed that the local authority exercises its own discretion in each individual case. As a rule the interests of the adoptive child should be paramount. 

Consultation question

What types of debt might be considered as acceptable in terms of considering repayments on them as Expenditure for the purposes of this calculation?

Routine family expenditure 

37. Rather than attempting to itemise every single expenditure that a family might make in a given month, the model proposes that an appropriate average figure is used from the Expenditure and Food Survey (EFS), produced annually by the Office of National Statistics. This amount would serve to represent the family’s expenditure on all other items and services not listed elsewhere in Part 2 of the template. 

38 This Survey provides a comprehensive overview of all aspects of household expenditure derived from around 7,000 households in the UK. The table below shows the types of expenditure covered by the averages provided by the EFS. There is a wide range of expenditure taken into account, and with categories such as, for example, “Recreation and culture” and “Restaurants and hotels” the average accommodates the standard of living of the family; far more than ‘basic necessities’ is covered. 

39. A detailed summary of the expenditure covered by the EFS can be viewed for free as an Acrobat document on the ONS internet site: 

www.statistics.gov.uk/StatBase/Product.asp?vlnk=361 

This link brings up the ‘Family Spending – a report on the expenditure and food survey’ home page. The second Acrobat download in the final section of the page is the EFS report for 2002-03. Table 7.1 provides the most detailed breakdown of the survey’s coverage. The categories of expenditure are: 

1. Food and non-alcoholic drinks 

2. Alcoholic drinks, tobacco and narcotics 

3. Clothing and footwear 

4. Housing, fuel and power 

5. Household goods and services 

6. Health 

7. Transport 

8. Communication 

9. Recreation and culture 

10. Education 

11. Restaurants and hotels 

12. Miscellaneous goods and services 

13. Other expenditure items 

Please see the download – Adoption Excel Spreadsheet 

40. It is proposed that the figures for section 4 ‘“Housing, fuel and power” and section 13 “other expenditure items” are not included so that adopters can use more personal information for these forms of expenditure (mortgage payments, council tax and utility bills etc), which will probably be a major component of their out-goings and are easily identifiable. 

41. Table 4.1 of the EFS analyses the average weekly expenditure by family composition. A version of this table containing the figures relevant to this exercise can be found overleaf (a full version can be accessed via the web-link above). It contains the latest year’s data (2002-03). 

42. In order to arrive at a figure for the disposable income calculation, it is proposed that the local authority use the total weekly expenditure average for expenditure groups 1-12, minus the total for section 4 “Housing, fuel and power”, for the appropriate family group. In deciding which family group (i.e. column entry) is appropriate, the local authority would count family membership excluding the adoptive child/children who are the subject of the assessment. 

43. For example; a prospective adoptive family is being assessed for regular financial support payments. The family has two adults, one natural child and one child that was adopted some time previously. The application for assessment is in respect of three siblings who are currently looked after which the local authority is placing with the adoptive family. The data that should be used is from the column headed ‘Two adults – with two children’. The three adoptive siblings are not included. 

44. From the current EFS this figure would be £490.40 (Total expenditure categories 1-12) minus £39.80 (category 4.Housing, fuel and power) = £450.60 multiplied by 52 and divided by 12 (to give a monthly figure) of £1952.60. 

Consultation questions

Is it sensible to use an average figure for core adoptive family expenditure rather than a detailed examination for each individual family?

If an average figure is to be used, is the ONS Expenditure and Food Survey an appropriate source and does it cover the right kinds of expenditure?

Special family expenditure 

45. Section (iv) of Part 2 makes provision for any expenditure that the family incurs that is not covered by the intent of the EFS allowance. This should be seen as any atypical regular expenditure (excluding expenditure relating to the adoptive child), for example any excessive expenditure arising out of serious or prolonged illness, infirmity, disability or exceptional domestic circumstance. 
46. Where these relate to expenditure incurred due to conditions that have an associated benefit or tax credit entitlement, these must be deducted from the expenditure (or added on the income side of the equation – the net effect is the same). For example, if regular costs are incurred due to a family member having a disability, then any Disability Living Allowance, Attendance and/or Mobility allowance pertaining to that disability that is paid to the family must be deducted from the expenditure figure allocated. 
Expenditure relating to adoptive child/children 

47. This is not covered in the disposable income calculation. If they were included, it would distort the methodology of the model, which seeks to ascertain the family’s disposable income, and then see if this is sufficient to cover the costs of a child. These costs are considered separately by each local authority’s maximum possible regular financial payment. 

The calculation to determine the payment that adopters receive 

48. Following the disposable income calculation, local authorities will have a figure for the monthly disposable income of the family being assessed. The model then takes this figure and applies a further calculation to arrive at the payment that adopters receive (PAR). 

49. Where the disposable income figure is equal to or less than 0, the PAR would be equal to the maximum possible regular payment that the local authority makes to adopters (the MP). This is because the adopters have provided evidence via the disposable income calculation that shows they do not have the means to accommodate any further expenditure. The full amount of financial support possible will therefore be necessary to help support the new adoptive child. 

50. Where the disposable income figure is greater than 0, the PAR will be a percentage of the MP. This represents the fact that as the adopter’s means increase, they require less financial support to maintain the adoptive child. As the disposable income figure rises above zero, the percentage of the MP that the adopters receive tapers at a set rate. 

51. It is proposed that this rate is set at 65%. This rate means that for every pound of monthly disposable income a family is found to have, they will have 65 pence deducted from the monthly MP. 

52. 65% reflects a rate of taper that several local authority bespoke systems were found to currently use. It is also a rate that creates an approximately similar effect to the 37% taper rate on gross family income used by the Child Tax Credit. 

53. It seems reasonable that where a family has disposable income available, they should in principle contribute a large share of this to the upkeep of the adoptive child, in the same way as a non-adoptive family would expect a reduction in its disposable income with the arrival of a child. 

MODEL 1: DISPOSABLE INCOME MODEL 




TEMPLATE 

All figures should be calculated on a monthly basis. 

1) Projected family income 

i) Pay For each working parent: 

•
Basic pay (including any deductions for savings schemes, social clubs, accommodation/food and loans) Consider any reduced working hours that may occur due to adoption 

•
Net profit from self employment, including any drawings 

•
Overtime 

•
Fees 

•
Bonus and commission 

•
Regular gratuities 

• 
Redundancy payments These should all be net of income tax, national insurance and pension contributions ii) Benefits and pensions 

•
Job seekers allowance 

•
Employers sick pay (after compulsory deductions) 

•
Statutory maternity and paternity pay 

•
Widow’s benefit 

•
Housing benefit 

•
Council tax benefit 

•
Working tax credit 

•
Child tax credit for each child excluding child/children who are the subject of this assessment application 

•
Child benefit for each child, excluding child/children who are the subject of this assessment application 

• 
All pension payments being received iii) Other sources of income 

•
Income from capital, savings and investments
Liquid assets; net annual value divided by 12
Non-liquid investments; net monthly interest 

•
Income from lodgers (20%) 

•
Rent from property owned but not lived in (70% for furnished accommodation, 90% for unfurnished) 

•
Maintenance received for any child in household 

•
Fostering payments and basic allowances (including enhancements) for each child, excluding child/children who are the subject of this assessment application 

•
Existing adoption ‘allowances’ (including any enhancements or specific payments for special needs) paid for any child iv) Income relating to child(ren) being adopted 

•
Child tax credit for child/children being adopted 

•
Child benefit for child/children being adopted 

•
Any regular interest on capital and/or income in which the child(ren) has a legal interest and entitlement e.g. trust fund, property or other type of legacy. Do not include payments from Criminal Injuries Compensation Awards 

•
Any other income 

2) Projected family expenditure 

i)
Home 

•
Mortgage payments (capital and interest) including any endowment payments linked to mortgage 

•
Rent 

•
Council tax 

•
Water/sewage rates 

• 
Fuel bills ii) Other out-goings 

•
Loan repayments for essential purposes 

•
Maintenance payments 

•
Court orders 

•
Private pension contributions 

•
National insurance if self employed 

• 
Reasonable child care costs including nursery fees iii) Core regular family expenditure (including standard of living consideration) 

•
National weekly average according to family size from ONS Expenditure and Food Survey Table 4.1 “Expenditure by household composition” (excluding the averages for section 4 Housing, fuel and power and 13 Other expenditure), multiplied by 52 and then divided by 4 to get a monthly figure. 

iv) Special regular family expenditure 

•
Any expenditure occurred by the home which is beyond those usual considerations covered by the allowances above (excluding child/children involved in this adoption application). Where these relate to expenditure incurred due to conditions that entitle the family to an appropriate benefit payment, these benefits payments must be deducted from this section. 

Calculation
Disposable income calculation

PFI minus PFE = DI

PFI = total projected net family income (per month)

PFE = total projected family expenditure (per month)

DI  = Disposable income (per month)

Payment adopters receive calculation

Where DI is equal to or less than 0, PAR = MP.  

Where DI is greater than 0, PAR = MP minus (DI x 65%)

DI =Disposable income (per month)

PAR = Payment adopters receive (per month)

MP = the maximum possible payment in any local authority for core plus special needs (per month)

Examples 

In all cases the local authority carrying out the assessment has been ascribed a notional maximum payment level of £100 per week (£400 per month)

Any negative result means that the adopters, due to their financial circumstances, are not entitled to a payment.

Example 1

Family PFI =  £2000 per month, and PFE =  £1500 per month.  The monthly DI figure is therefore £500.  The family will receive:

400 – (500 x 65%) = £75 per month 

Example 2

Family PFI = £1000 per month, and PFE = £1100 per month.  The monthly DI figure is therefore  - £100.  The family will receive:

£400 per month (the MP).

Example 3

Family PFI = £2650 per month, and PFE = £2000 per month.  The monthly DI figure is therefore £650 per month.  The family will receive:

400 – (650 x 65%) = -£22.50; therefore no payment made.

MODEL 2: INCOME ONLY BASED MODEL




 ANALYSIS 

54. In this model, the gross earnings of the family are itemised in the same way as the Tax Credit system. This information could therefore be drawn from any Tax Credit documentation that a family may have. 

55. Other forms of income that a family may have are then added, and the template follows Model 1 in terms of what is included as income for the purposes of the calculation. No out goings are deducted – just an annual income figure gross of tax is arrived at. 

56. When the annual income level reaches certain thresholds a rate of taper is applied to reduce the amount of the annual MP payable. As for the Child Tax Credit, an established, widespread and extremely helpful and welcome system of financial support to all families, the taper rate is a reduction of 37pence in the pound for every pound over the threshold level; i.e. a taper of 37%. 

57. In this model, the threshold levels are derived from averages provided by the Inland Revenue (which are also in part used by the Department for Education and Skills Education Maintenance Allowance Scheme). The thresholds represent the annual income point (rounded down to the nearest £100) at which a typical family (no childcare, no disabilities, working 30+ hours per week) has their child element of the Child Tax Credit tapered to zero; or in the case of a typical person or couple with no children, the point at which their entire award would taper to zero. 

58. By having a range of thresholds for differing family sizes, the calculation is able to give a weighting to the fact that larger families will typically need more of their gross family income for expenditure, meaning that less is available to support a further addition to the family. In this way, even though this model does not explicitly itemise out-goings, it does ultimately give some consideration to the relative expenditure levels of different sized families. 

59. These thresholds are listed below for the year 2004-05. In each case the number of children excludes the child/children being adopted. The thresholds are updated annually by the Inland Revenue. 

For a typical single person – threshold = £11,000

For a typical couple with no children – threshold = £15,200 

For a typical family with one child – threshold = £19,600

For a typical family with two children – threshold = £24,000

For a typical family with three children – threshold = £28,400 

60. To arrive at the payment that adopters receive, their appropriate threshold figure is deducted from their annual income. The result is multiplied by 37%, and this figure is then deducted from the maximum payment the local authority can make. The outcome is the amount per year payable by the local authority. 

MODEL 2: INCOME-ONLY MODEL





TEMPLATE 

All figures are calculated on an annual basis, and are gross of tax 

Projected family income (for each working parent) 

1) Pay 

•
Basic pay (including any deductions for savings schemes, social clubs, accommodation/food and loans) Consider any reduced working hours that may occur due to adoption 

•
Profit from self employment, including any drawings 

•
Overtime 

•
Fees 

•
Bonus and commission 

•
Regular gratuities 

• 
Redundancy payments Benefits and pensions 

•
Job seekers allowance 

•
Employers sick pay (after compulsory deductions) 

•
Statutory maternity and paternity pay 

•
Widow’s benefit 

•
Housing benefit 

•
Council tax benefit 

•
Working tax credit 

•
Child tax credit for each child excluding child/children who are the subject of this assessment application 

•
Child benefit for each child, excluding child/children who are the subject of this assessment application 

• 
All pension payments being received Other sources of income 

•
Income from capital, savings and investments
 Liquid assets: net annual value divided by 12 
 Non-liquid investments; net monthly interest 

•
Income from lodgers (20%) 

•
Rent from property owned but not lived in (70% for furnished accommodation, 90% for unfurnished) 

•
Maintenance received for any child in household 

•
Fostering payments and basic allowances (including enhancements) for each child, excluding child/children who are the subject of this assessment application 

•
Adoption allowances (including any enhancements or specific payments for special needs) paid for any child, excluding child/children who are the subject of this assessment application Income relating to child(ren) being adopted 

•
Child tax credit for child/children being adopted 

•
Child benefit for child/children being adopted 

•
Any regular interest on capital and/or income in which the child(ren) has a legal interest and entitlement, for example a trust fund, property or other type of legacy. Do not include payments from Criminal Injuries Compensation Awards 

•
Any other income 

Calculation 

Any result of a calculation that produces a negative number means that the payment adopters receive is zero.

For a single person with no children (excluding the adoptive child who is the subject of the assessment application)
Where GFI is equal to or less than11,000, PAR = MP

Where GFI is greater than 11,000, PAR = MP minus [(GFI minus 11,000) x 0.37]

For a couple with no children (excluding the adoptive child who is the subject of the assessment application)

Where GFI is equal to or less than 15,200, PAR = MP

Where GFI is greater than 15,200, PAR = MP minus [(GFI minus 15,200) x 0.37]

For a family with one child (excluding the adoptive child who is the subject of the assessment application)

Where GFI is equal to or less than 19,600, PAR = MP

Where GFI is greater than 19,600, PAR = MP minus [(GFI minus 19,600) x 0.37]

For a family with two children (excluding the adoptive child who is the subject of the assessment application)

Where GFI is equal to or less than 24,000, PAR = MP

Where GFI is greater than 24,000, PAR = MP minus [(GFI minus 24,000) x 0.37]

For a family with three children (excluding the adoptive child who is the subject of the assessment application)

Where GFI is equal to or less than 28,400, PAR = MP

Where GFI is greater than 28,400, PAR = MP minus [(GFI minus 28,400) x 0.37]

GFI = Gross annual family income PAR = Annual Payment adopters receive 

MP= the maximum possible annual payment in any local authority for core plus special 

needs 

Examples

In all cases the local authority carrying out the assessment has been ascribed a notional maximum payment level of £100 per week (£5200 per year)

Example 1
A couple with no children are being assessed.  Their GFI = £30,000.

PAR = 5200 minus [(30,000 - 15,200) x 37% = 5476] =  -276.   No financial support payable.

Example 2
A couple with two children are being assessed.  Their GFI = £30,000.

PAR = 5200 minus [(30,000 – 24,000) x 37% = 2220] = 2980.  £2980 per year payable (approximately £57.31 per week)

Example 3
A couple with 3 children are being assessed.  Their GFI = £26,000.

PAR = £5200 per year (as the GFI is less than the threshold of £28,400)

Other options that were considered 

61. In both of the models proposed we have recommended the use of a taper rate in order to reduce the maximum possible payment according to the rising level of disposable income (Model 1) or gross income (Model 2). This is because we think this is a fair and understandable way to arrive at the payment that adopters receive. It means that there is a consistent gradient at which payments fall as the means of the adopters increase. 

62. However, there are alternatives, two of which are set out below. Whilst we have not proposed these in our models we would be interested to hear whether you think they are in fact a better option for a way to arrive at the payment adopters receive. 

Threshold based cut-off 

63. In this approach a threshold is used, for example the relevant Child Tax Credit average as in Model 2 (though other thresholds could of course be used). So for a typical family with three children the threshold would be a gross annual income of £28,400. Any adoptive family whose gross annual income was below this threshold would receive the maximum payment possible. Any family with a gross income above the threshold would receive nothing. 

64. This calculation method is clearly very simple to administer and understand. It might also maximise the support for less well-off families by ensuring that they a greater proportion of them will receive the maximum payment available. It is however very arbitrary and it could be construed as unfair that, under the notional threshold laid out above, a family with an income of £28,000 would get the same payment as a family with an income of £14,000, for example. 

Bands 

65. A system of bands could be used rather than a set taper rate as a way of determining the payment adopters receive, based on either their disposable or gross income figure. An example of a band-system is presented below, and in this case relates to a family’s monthly disposable income (although income only could just as easily be used). The bands can obviously be adjusted in order to alter the impact of the system on adoption payments. 

	Monthly DI Band (£)    
	% of MP to which applicant is eligible  

	0 – 250   
	100% 

	251 – 500    
	75%

	501 – 750
	50%

	751 – 1000    
	25%

	1001 + 
	 0  


Consultation question:

Do you prefer the idea of ‘bands’ rather than a set taper rate, and if so, why?

If the answer to the above is yes, what do you think the bands should be and on what rationale?

CONCLUSION

Consultation questions

Model 1(Disposable income)

In principle, is this model a workable option for a standard national means test that you would be willing to sign up to?

(For local authorities) If this model were implemented, would the likely impact on your financial support budget be:

a) greater demand on the budget

b) less demand on the budget

c) no change

d) cannot predict at this time

If the answer to the question above is b) less demand on the budget, how would your local authority recycle savings back into adoption support services?

Model 2 (Income only)

In principle, is this model a workable option for a standardised national means test that you would be willing to sign up to?

Is this model easier to understand and be involved in then Model 1?  How important is this consideration – would adopters prefer this model even if it left them slightly worse off than a more complex means-test?

(For local authorities) If this model were implemented, would the likely impact on your financial support budget be:

e) greater demand on the budget

f) less demand on the budget

g) no change

h) cannot predict at this time

If the answer to the question above is b) less demand on the budget, how would your local authority recycle savings back into adoption support services?

(For adopters) Under this model, do you think you would be:

a) better off

b) worse off

c) no change

d) cannot predict at this time 

Model 1 and 2

Which model do you prefer, and why?
ASSESSING THE IMPACT OF THE PROPOSED MODELS

It is proposed that during the consultation period a number of volunteer local authorities ‘ghost’ one or both of these models alongside their existing systems for the real-life financial payments that they make to adoptive families. This will provide an evidence base for the potential impact of these models on the payments that adopters would receive and consequentially the demands on local authority budgets. 

Consultation Question

Would your local authority be prepared to help evaluate the potential impact of a standard national means test model?

