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FINANCE AND PAYMENTS TO FOSTER CARERS 

 

Legislation 
The Children Act 1989 Guidance and Regulations Volume 4 2011 (3.111 & 5.71-5.73) 

National Minimum Fostering Standards 2011 (Standard 28) 
Fostering Service Regulations 2011 (17, 27 & Schedule 5) 
The National Minimum Allowance and Fostering Payment Systems; Good 
Practice Guidance DfES 2006 

 

 
Introduction 

 
1.The authority pays the foster carer an allowance for each child placed in her or his 
care, based on the child’s age and requirements and in accordance with the full cost of 
bringing up a foster child within a family. There is a fee element included in the 
allowance. 
 
2.Allowances are reviewed annually; foster carers are consulted in advance with regard 
to any change to the allowance or fee.  
 
3.The authority has a written policy on fostering allowances; this and the current 
allowance levels are well publicised and provided to each carer. 
 
4.The foster carer is reimbursed – on provision of appropriate receipts – for additional 
expenses associated with her or his task against a list of agreed expenses. 
 
5.Where expenditure of a significant sum is involved, the facility exists for the carer to 
claim such expenses in advance. 
 
6.The carer is provided with an adequate payment at the start of each placement, or 
as soon as possible thereafter, to ensure the immediate needs of each child are met. 
 
7.Payments to the carer are made promptly at the agreed time and the carer is provided 
with a statement of payments at the end of each tax year. All foster carers are required 
to register with HMRC for tax and national insurance purposes. 
 
8.The carers receives clear information regarding payment specifying the child for 
whom the payment is made and purpose of payment. 
 
11.The foster carers uses all payment of allowance and expenses related to her or his 
role as carers for the purpose intended and to ensure that the needs of the children in 
his or her care is met. 
 
Fostering Allowances 
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Fostering allowances are not paid to parents when children under care orders are 
placed with them. 
 
 

 
 
The General Allowance includes the foster carer reward element and the running costs 
of the home e.g. gas, electric, water, furniture, accommodation costs.  This will also 
include purchasing of all food and toiletries for children and young people. 
Transport 
The transport costs include travel to and from school, contact with family, social 
activities.  However, if the weekly transport costs exceed the £15.50 allowance, 
additional mileage costs can be discussed with the Supervising Social Worker. 
However, the carer must ensure that proper records of mileage are kept on 
documentation provided by the borough and claimed via their supervising social 
worker. 
 
Personal allowances for young people (for young people in foster care) 
 
This allowance is designed to meet a variety of personal needs, as well as cover pocket 
money and savings. It may be used for the older age group to cover, for instance, 
mobile phone credit, cinema trips, non-essential toiletries not included in General 
Allowance e.g. make-up/perfume. For the younger children it may be used to cover the 
cost of leisure activities such as swimming or dancing lessons, learning a musical 
instrument, magazine subscriptions etc. 
Each child is an individual and the personal allowances are a guideline as to how the 
money should be spent.  However, it is essential that carers are able to evidence how 
they are spending the child’s allowances and are accountable for how this money is 
spent each week.  If certain allowances are not used, the child’s social worker and the 
supervising social worker have the right to ask how this money is being used.  The 
additional money could be saved or used to top up other activities.  An example of this 
could be that a 9-year-old child has a horse riding lesson once a week and combines 
the Hobbies and Education allowances to fund an expensive activity. 
 
Receipts should be kept wherever possible, including all clothing purchases. 

Age 
Range 

General 
Allowances 
Inc maint. 
and foster 
care fee 

Pocket 
Money 
(savings) 

Clothing Hobbies Education Travel Total 

0-4 £250.00 £6.00 
(£3.50) 

£16  £5.50 £5.50 £15.50 £298.50 

5-10 £300.00 £11.50 + 
(£4.50) 

£22.50  £12.50 £12.50 £15.50 £374.50 

11-18 £350.00 £26.00 + 
(£9.50) 

£24 £18.50 £20.50 £15.50 £454.50  



 

LBBD: Finance & Payments to Foster Carers  
November 2018 

 

 
Pocket money (for young people in care) 
 
There are clear guidelines that stipulate the amount of money to be given to young 
people for pocket money and these must be followed. 
Savings (for young people in care) 
 
The issue of savings is of paramount importance. 
 
The matter will be reviewed formally at each foster carer review.  
 
Every foster child will have a savings account set up by their social worker. The money 
saved in that account is for the future needs of the child or young person, when they 
move onto independence or leave care to return to their birth family. 
 
Carers will pay into the child’s savings account on a regular basis, but at least monthly. 
 
The savings account must reflect the name of the child and should be capable of being 
transferred with the child on leaving placement.  
 
It is now possible to open an account for a young person that reflects their religious 
beliefs. This relates particularly to children who practice the Islamic faith. Certain high 
street banks have recently advertised specific non-interest accounts, and both carers 
and staff are reminded to be mindful of these when planning for savings. 
 
On leaving care, the savings accrued for the young person will go towards assisting 
them in their move to independence. Should they return to the care of the birth family, 
the savings book should be transferred to the family.  In the event that no account had 
been set up e.g. placement was only for a few weeks, the money should be given to 
the child’s social worker who will arrange payment.  Any transfer of funds needs to be 
signed for and recorded in the foster carer’s diary. 
 
Foster carers have a responsibility to prepare young people for leaving care. One 
priority is to help them to learn the art of budgeting and managing their finances. It is 
expected that young people approaching the age of leaving care will be encouraged to 
utilise their personal allowance (which may also include some of the clothing 
allowance) in a way that demonstrates their understanding of the value of money. For 
such young people, the foster carer should encourage them to save at a level that 
would provide sufficient funds to contribute towards setting them up in their own home. 
 
Monitoring 
 
The Supervising Social Worker and Foster Carer should ensure that there is discussion 
about pocket money and savings at the start of a placement and that this issue is 
monitored regularly throughout the duration of the placement. 
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The Supervising Social Worker should ensure that appropriate use is being made of 
the personal allowance through regular discussion and observation. They should make 
sure that they have seen the savings book periodically and also talked to the child as 
appropriate to their age and understanding. All the above should be fully recorded on 
the child’s file. 
 
If there is any doubt or difficulty with carrying out the above, this should be discussed 
between the Foster Carer and Supervising Social Worker and their Line Manager.      
 
Parent and Child Placements 
 
With parent and baby placements where the carer is likely to be receiving an allowance 
for both the parent and the child detailed discussion must take place at the initial 
Placement Agreement meeting to clarify the financial arrangements. Wherever 
possible the parent should be encouraged to manage at least part of the baby’s 
allowance to buy food, clothing and nappies but this has to be agreed on a case by 
case basis. 
 
Birthday, Festival and Holiday allowances 
 
These are payable on top of the weekly rate.  The Birthday and Festival allowances 
are paid directly into carer’s accounts via the Finance Department at the appropriate 
time.  Holiday allowances can be claimed through supervising social workers.  It is 
important to note that evidence is required as to how the Holiday allowance is going to 
be spent e.g. contributing to the cost of a specifically booked holiday in the UK or 
abroad.  However, if a carer has their own holiday property or caravan, they need to 
demonstrate how the holiday allowance will be spent.  It cannot be used for activities 
as part of the ‘holiday’ as carers booking a separate holiday will be expected to fund 
the child’s activities in addition to the travel and accommodation costs from the child’s 
personal allowances.  If a child attends a high cost play scheme for a couple of days 
per week due to their specific needs, the Holiday allowance could be used to fund such 
an activity. 
 
Enhancements 
 
Enhanced fees may be agreed by the Head of Service – Looked After Children in 
respect of children with complex and special needs deemed to be hard to place. These 
will paid based on an enhancement report to be provided by the supervising social 
worker outlining the basis for payment of enhancement. These will vary and will be set 
at a percentage of the fostering allowances outlined above. 
 
 
Personal Education Allowance 
 
All London Borough of Barking and Dagenham approved Foster Carers receive an 
Education Allowance in the fostering payment for each child on a weekly basis. 
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The rates are as follows: 
 
0-4 - £5.50 
 
5-10 - £12.50 
 
11-18 - £18.50 
 
This allowance should be used to promote educational opportunities and attainment 
for all children in care.  There is flexibility in how the allowance is used e.g. for 
educational school trips, extra tuition, purchasing of books.  The individual needs of the 
child will need to be taken into account and the allowance should be used for items or 
services that are appropriate to their age and development. 
 
Retainers: 
 
Retainer Fee may be agreed by the Head of Service.  These payments   will be based 
on discussion held by the Child Social Worker, Supervising Social Worker and Foster 
Carer. Feedback from the discussion is presented to the Team Manager or Head of 
Service motivating a payment for the rehabilitation. If agreed by the Head of Service, 
the foster carer may be paid a retainer of £100 per child per week. The expectation is 
then that the carer be available for the child should there be a breakdown or any 
problem arising during the rehabilitation period. 
 
 
 
Clothing Grant Procedure 
 
1) An initial clothing grant is a discretionary payment that can be agreed when a 
child is first received into care.  There is no requirement to pay this grant as many 
children have adequate clothing on their reception into care. 
 
2) There is an expectation that responsible team for the child should make all 
efforts to bring the child’s clothing to the foster placement or residential unit on the day 
of placement or within 48 hours. 
 
3) The maximum grant is £150, but it can be less based on the child’s actual needs. 
 
4) The clothing grant is paid from the Fostering budget so all agreements for the 
grant must be discussed between the child’s social worker and a manager within the 
Fostering Team to ascertain the child’s needs, the clothing required, and the amount 
agreed. 
 
5) The carer must provide evidence of clothing purchased in the form of receipts.  
Once received, a CC30 will be raised for in-house carers to reimburse the money and 
invoices will be received from external providers. 
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6) The initial clothing grant can cover school uniform unless one of the 
circumstances below apply. 
 
7) The team responsible for the child are expected to fund the school uniform when 
a child first starts school, there is a change of school due to location of the placement 
or secondary transfer.   
 
8) The maintenance of the school uniform is the carer’s responsibility every year 
unless the circumstances in point 7 apply. 
 
 
Children with disabilities 
Where foster carers are looking after disabled children, they should apply for the 
Disability Living Allowance and may also be entitled to receive the Carer’s Allowance. 
The process is quite complex and supervising social workers should assist them, as 
necessary. 

 
It is the responsibility of the foster carer to use the DLA appropriately according 
to the child’s individual needs. Acceptable expenditure would include the 
purchase of special equipment or toys or for special activities. If the child is eligible 
for the mobility component, this should be used to enable the child to take part in 
activities or for travel costs over and above those provided in the fostering 
allowance. There should be regular discussion with the supervising social worker 
with regard to how the money is spent, and the carer should keep records of 
spending. 

 
 
 
 

 
 
 
  
 
 


