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                                                               Social Care Funding 
February 2013 
 Briefing: Dept of Health Social Care funding announcement
Potential implications for older home owners 
Background and key issues

Concerns about paying for care and uncertainty about meeting the costs (at home or in a residential care home) for those with modest assets have existed for decades. There have been Reviews, Inquiries, Special Reports and Commissions into the funding of long term care for older and disabled people, culminating in the current Government setting up the Dilnot Commission review in 2011. 

The announcement by Dept of Health (DH) on the 11th February 2013 is a response to the Dilnot recommendations. It sets out the DH plans for a new system of funding of adult social care.
Whilst some organisations have welcomed the element of certainty that the proposals offer many have expressed disappointment that only a few people will benefit, that the measures will not be in place until 2017 and that the announcement does not deal with the existing shortfalls in funding for adult social care. 
Care & Repair England welcomes the potential improvements for older people in the lowest equity homes that should result from the proposed higher capital threshold. However, 'the devil is in the detail' and there is a concern that those with modest incomes and medium equity homes will still have to use a high proportion of their assets to pay for care. 
The DH announcement stated that people would no longer have to sell their homes to pay for residential care. What was not highlighted was the proposal for a national deferred payment scheme which could cost people more than current arrangements. A charge will be placed on the property for the cost of residential care plus interest and possibly an administration fee.   

Disappointingly, expenditure on preventative measures such as adaptations to the home are not included in the planned care expenditure cap. This could have incentivized people to use their savings to plan ahead and make their homes more suitable to retaining independence. 
As they stand, the planned measures do not resolve the problems arising from the blurred interface between a free health care system and a means tested social care system. Aspirations for integrating services in health, care and housing will not be progressed by these measures and a more radical approach to the funding of care with a focus on prevention and the pooling or resources across housing, health and social care is still necessary. 
The new measures 

The measures announced by Jeremy Hunt, Secretary of State for Health
 are in response to the Dilnot Commission,
 an independent panel set up by Government to look at the fairest and most sustainable way to fund care and support in England reporting in 2011. They include from April 17:
A cap on care costs at £75,000 for older people 
If someone is assessed by their local authority as having eligible care needs, they will be told how much it will cost the local authority to meet those needs with local services. These costs count towards their cap. Once they have reached the cap the state will step in and pay for care costs.  
Due to economic circumstances, the Government have said that they are introducing a cap that is ‘equivalent to around £61,000 in 2010/11 prices’ (when the Dilnot report was published). This is above the £25,000-£50,000 range originally recommended by Dilnot and is £75,000 in 2017/18 prices. The Government expect up to 16% of older people to face costs of £75,000 or more.
A new means test threshold of £123,000
The Government will step in earlier to pay a proportion of residential care costs (that is the rate determined by the local council and excludes accommodation, food and general living expenses) on a sliding scale, with the threshold set at £123,000 not £23,250 as now. 
Other reforms 
The Government will also take forward:

· Free care given to those who turn 18 with eligible care needs and a lower cap for people of working age who develop eligible care needs before retirement age

· From April 2015, they suggest that no one will have to sell their home in their lifetime to pay for residential care, with those unable to afford the fees given the right to defer paying during their lifetime. It is understood that interest will accrue on this deferred payment.
· By April 2015 there will be a national minimum eligibility criteria making access to care more consistent around the country. Assessments for carers will also be simplified with a duty on councils to meet carers’ eligible needs for support.
The Government considers that this ‘end to uncertainty about how we pay for care’ will mean the financial services sector will be able to create a greater range of financial products, that will give people more choice about how they plan to meet their care costs.
The reforms are expected to cost the Exchequer £1 billion a year by the end of the next Parliament. The cost will be met, in part, by extending the freeze on the Inheritance Tax threshold at £325,000, or up to £650,000 for couples, by three years from 2015-16. The remainder will be funded from private and public sector employer National Insurance Contributions associated with the end of contracting out as part of the introduction of the Single Tier Pension.
Next steps 
The Government will have to legislate for these proposals so there may still be some amendments. We will also see the passage of the Care and Support Bill which takes forward many of the issues set out in the White Paper, ‘Caring for our future: reforming care and support
 
Care & Repair England will keep in touch with these and other developments in the social care sector as they unfold, continuing to make representations to try to ensure that older people are able to live independently and with dignity in their own homes for as long as they wish. We will provide further briefings as key developments emerge. 

Where to go for further information 
Department of Health website for the announcement, background and Q and A http://www.dh.gov.uk/health/2013/02/funding-socialcare/ and http://caringforourfuture.dh.gov.uk/funding/
Dilnot Commission Report and supporting documents

http://www.dilnotcommission.dh.gov.uk/
Care & Repair England’s comments
Our general concerns about these measures are that: -  

· Setting the cap at £75,000 will not protect the assets of people with modest to average homes and incomes.  The think tank, Demos, says that 120,000 older people will lose out by not setting the cap lower at £35,000. According to their figures only 16% of older people will benefit whereas 37% would have benefited with the lower cap. The increase in the means test for residential care to £123,000 is welcome. But with the average home of an older person at £160,000 this will only help the very poorest people. Those seeking care at home will still have the £23,500 means test on savings. Currently there are 415,000 older people receiving home care and 404,000 in residential care homes according to Demos. 
· The cap is not based on what people actually pay but on what local councils offer for care. It also excludes the cost of accommodation, food and general living expenses so it will take much longer to reach the cap in order to have care funded by the state. Demos have suggested that someone moving to residential care would need to be there for at least 5 years to benefit from the cap. The current average stay for an older person is 2 years.
· The proposals will not be implemented until 2017 hence continued delay and uncertainty for many older people. With a general election in 2015 there is still some uncertainty about whether the measures will take effect as a whole or in part. 
· Meanwhile, health services will continue to bear the brunt of social care system failings in the face of massive shortfalls in care funding, estimated at £1 to 2 billion. 

· There are many older people who do not get the care and support they need because the eligibility criteria is set so high - 'critical' in most places. Funding preventative services, including housing related help, remains problematic yet it is these practical services that can help people to stay at home independently for longer. It is estimated that around 1 million older people are not getting the help they need as the eligibility thresholds for care are so high.
· There are no proposals to include expenditure on adaptations in the home towards the care cap. This could have helped to encourage proactive planning and action - indeed the package does not address incentivizing expenditure on prevention at all. 

· The new national deferred payment scheme will charge interest for people who need or wish to defer the sale of their homes to fund their residential care costs. Under existing arrangements the deferred payment is interest free or not levied until 56 days after the person’s death. Understanding the financial implications of this deferred payment system, and making a decision about selling or deferring at a time of stress will be challenging for many people. We have some concerns too that this deferred payment system could set a precedent for placing a charge on the property for care at home services in the longer term.
Initial reactions from other commentators 

Age UK states ‘Whilst the £75,000 level will temper rather than dispel anxiety for most around care costs, it is an important principle that no one should be left to face spiraling care needs alone. The rise in the level of the means test will also provide much needed additional help towards the costs of care’. However it also said ‘…the fact remains that thousands of older people who need help are still not getting the support they desperately need. That is why we want the Government to also address the fundamental issue of funding a decent state care system in England. 

Carers UK said that the new proposals ‘don’t yet answer all these questions. Alongside this progress on the costs of care for families, we need urgent action to address the chronic underfunding of the care system ensuring families are able to access affordable, flexible and high quality care’ 
Andrew Dilnot whilst regretting that his recommendations had not being accepted in full said that ‘the plans would allow people to pay for their old age with more certainty’. 
Think tank, IPPR, suggests that it won’t affect most of those who enter residential care, since ‘they die after two years on average without having accumulated £75,000 in care charges’. It also expresses concern that ‘the current system of care - premised on low paid, often migrant labour – will get worse as local authority budgets come under further strain’.
The Chartered Institute of Housing echoed Care & Repair England’s concerns about needing a more preventative approach and urged that adaptations costs be included in the calculation towards the cap. 
The National Housing Federation said that the cap was ‘a huge step forward’ but urged the Government to encourage more housing related support by pooling NHS, housing and social care budgets. 
The Kings Fund said that the announcement is an ‘important milestone on the way to a sustainable settlement for social care in which costs are shared fairly between the individual and the state’. It suggests that ‘together with the reforms set out in the draft Care and Support Bill, this offers a clearer framework that will enable people to plan ahead and mean that more people will receive public funding given the cap and the higher threshold’.

It also suggests that as the cap of £75,000 … ‘will limit the number of people who will benefit from it this should be seen as a starting point for future governments to reduce this over time, as the economic position improves’. 
The Care and Support Alliance, composed of 70 organisations concerned about care, states that the announcement ‘will provide much needed protection for those who face losing everything in the lottery of care costs’. It also said that ‘whilst our members had campaigned for a lower level of cap, the £75,000 lifetime limit on care costs will help those with the highest level of care needs over the longest period of time. But many families struggling with care costs will be dismayed by the four year wait from announcement to implementation.’ It concludes by urging the Government ‘not treat (the) announcement as the end of the story on social care funding. It still needs to urgently address the issue of growing numbers of older and disabled people who despite clear need receive no help.
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