
13367301-1 

 
Information sheet 
Personal Injury  
Compensation Trusts 

                         

 

 

1 Introduction 

 

You have received this Information Sheet as it is likely that you will recover compensation as 

a result of your injury and you may wish to consider setting up a Personal Injury Trust.  

 

It is important to consider what impact a compensation award (or potentially any payment 

from another source received as a result of your injury) may have on your financial position 

both now and in the future, to avoid the risk of being worse off for having been awarded that 

compensation. 

 

For some people who are in receipt of means tested benefits, such as Income Support, 

Housing Benefit, Council Tax Benefit to name just a few (or who might potentially have 

access to this in the future), or are anticipating moving in to long term residential care who 

might otherwise qualify for local authority support, receipt of any compensation may mean 

that these benefits, or this support is lost because there are strict limits controlling the capital 

and income you can receive and still retain your means tested benefits or qualify for local 

authority support.  Potentially, any compensation you receive of between £6,000 and £16,000 

(if you are under pension age) could impact upon any means tested benefits and anything 

you receive over £16,000 could preclude any entitlement. The situation is different if you are 

over pension age.   

 

If you wish to protect your financial position and ensure any compensation you receive does 

not adversely affect your benefit entitlement you may choose to set up a Personal Injury 

Trust. 

 

The following questions and answers are designed to assist with making the decision.  If you 

would like further information or advice on setting up a Personal Injury Trust, please contact 

your solicitor at Clarke Willmott. 

 

2 Frequently Asked Questions 

 

2.1 What is a Personal Injury Trust? 

 

A Personal Injury Trust is a legal document which allows any compensation you 

receive as a result of an accident to be disregarded when you are assessed for 

means tested benefits.  It may also protect your compensation from being used to 

pay any care fees if you believe you may need to go into residential care in the future.  

If you consider the implications at the outset and set up a Personal Injury Trust it may 

be possible to retain your compensation and maximise the State support that is 

available to you.   
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2.2 What are means tested benefits and when might they be affected? 

 

Means tested benefits are benefits paid by the Department for Work and Pensions 

(DWP).  A means test is when the DWP or local authority assesses how much money 

you have in order to determine your eligibility for certain benefits.   

 

Examples of means tested benefits include Income Support, Income Based Job 

Seekers Allowance (JSA), Income Related Employment Support Allowance (ESA), 

Housing Benefit, Council Tax Support, Universal Credit and Guaranteed Pension 

Credit. 

 

 As a general rule if you have over £6,000 of capital at your disposal you are at risk of 

having your benefits reduced. 

 

 If you have over £16,000 then you are at risk of losing them entirely.   

 

 If your compensation is paid directly to you then you will be classed as having this 

money at your disposal.  However, if the compensation is put into a Personal Injury 

Trust then the DWP or local authority will only consider other capital that you have, 

and will ignore the money in the Trust.  This means that you can benefit from your 

compensation without losing your source of income. 

 

2.3 What if I just spend all of my personal injury payment? 

 If you receive compensation which means that your total capital exceeds £6,000 and 

you spend it on things the benefit authority considers unreasonable you can be 

treated as still possessing it.  As a result your benefits can be reassessed and 

reduced or stopped if it is believed you deliberately deprived yourself of the capital in 

order for your entitlement to means tested benefits to continue.   

  

 An example might be giving it away to family members who you say you owe debt to 

as it is difficult to prove this.  However, it is likely to be considered reasonable to 

repay formal debts such as bank loans, mortgage payments or utility arrears.   

 

2.4 When is a Personal Injury Trust viable? 

 

 A Personal Injury Trust is viable if the cost of the setting up the Personal Injury Trust 

is less than the value of the means tested benefits you will lose post-settlement. 

 

2.5 How does a Personal Injury Trust work? 

  

 Instead of receiving your compensation directly, a Trust is established and your 

money is held by your chosen Trustees on your behalf.  Once a Trust is set up a bank 

account is opened by your Trustees which is run on your behalf by your Trustees.  

The Trust document appoints at least two Trustees (you can be one and the other 

could be a family member or friend) and sets out guidance on how the money is to be 

managed by your Trustees.   
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 To remain eligible for State benefits your compensation should be placed in a 

specially designated Trust, Bank or Building Society account set up by your Trustees 

and held separately from your personal finances.  There is no question then as to 

what money falls outside the means testing process.   

 

2.6  What is the role of my Trustees? 

 

 Although the Trustees hold and have control over your compensation award they 

cannot use it as their own personal property or for their own benefit.  The money 

remains in your control and by creating a Trust, you can access the money at any 

time; it is yours and the Trustees do not have to be persuaded to release it.   

 

 Your Trustees have to act in your best interests and it is important to choose people 

you trust.  There may be very good reasons why they do not want you to have money 

at a particular time.  However, if you are unhappy you have the power to remove a 

Trustee and appoint someone else.  The money is to be used for your benefit.  You 

can obtain the money at any time provided that all of the Trustees sign the cash 

withdrawal form or cheque, although there are some rules about how you should 

spend the money.   

 

2.7 How do I bring the Trust to an end? 

  

If at any time you decide that you no longer need the Personal Injury Trust you can 

instruct your Trustees in writing to transfer the money over to you, at which stage the 

Personal Injury Trust will then cease, but you may lose your entitlement to any means 

tested state benefits/support.   

  

 If you were to die the value of the Personal Injury Trust would be distributed in 

accordance with the terms of your Will and if you did not make a Will your Estate 

would simply be distributed in accordance with established legal rules.   

 

There are occasions where a more complicated type of Trust is necessary dependent 

on your individual circumstances.   

 

2.8 Do I need to inform the Benefits Agency of the Compensation? 

 

 If you receive compensation in respect of your injury and you are receiving means 

tested state benefits you are under a duty to notify your local benefits agency about 

the award.  You also need to inform them of the existence of the Trust but the value 

of the money held in the Trust will then be disregarded.   

 

2.9 When does the Personal Injury Trust need to be set up? 

 

 The benefits agency will usually give you a period of 52 weeks from when you first 

receive either an interim or final settlement although it is often best practice to set up 

a Trust as soon as possible.  The 52 week period only applies to the first payment so 
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if you receive a further payment within the 52 weeks you will need a personal injury 

trust to stop that payment affecting your means tested benefits/community care 

contributions.   

 

2.10 What can I spend my money on? 

 

 It is up to you how the money in the Trust is used but typical examples which would 

not affect your benefit entitlement are the purchase of personal possessions, for 

example, a TV/DVD player,  holidays, cars, mortgage capital repayment, school fees, 

TV licence and the cost of care and other needs. 

 

2.11 How much does it cost to set up a personal injury trust? 

 

  The cost can vary but it is a recoverable expense in your claim.   

  

3  How can I find out more? 

 

For more detailed information about Personal Injury Trusts and how they protect any current 

or future entitlement to means tested state benefits and/or support following a compensation 

payment please contact your solicitor at Clarke Willmott. 

 

 

 

 

 

 

Disclaimer: This information sheet has been prepared as a general overview and so may omit details of the law or not be wholly applicable to 
your case.    It should be read in conjunction with any specific advice given, and if there is a conflict between the two, the specific advice takes 
precedence.  If you are in any doubt please refer to the lawyer advising you.  Last updated: February 2014 B001-979878-1. 

Clarke Willmott LLP is a limited liability partnership registered in England and Wales with registration number OC344818. Authorised and 
regulated by the Solicitors Regulation Authority (SRA number: 510689), whose rules can be found at www.sra.org.uk/handbook. Its registered 
office and principal place of business is 138 Edmund Street, Birmingham, West Midlands, B3 2ES. Any reference to a 'partner' is to a member of 
Clarke Willmott LLP or an employee who is a lawyer with equivalent standing and qualifications and is not a reference to a partner in a 
partnership. 
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