Your guide to planning and
paying for care

A helping hand
With nursing home fees in the south of England
averaging £55,000* a year and complicated guidance
around who pays for what, moving to a care home can be
expensive and difficult to manage.

In this brochure

Whether you’re planning ahead for yourself, looking at
the payment options for a loved one already receiving
care or talking to your family about how to pay for care in
the near future, we can guide you.
This brochure takes you through how to reduce the
chance of running out of money for your care, how to
leave a legacy for your family and keep your financial
options open for the future.

*https://www.ageuk.org.uk/information-advice/care/paying-for-care/local-care-costs/
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Acknowledging the need for care

When you start to need a bit more help around the home,
it’s time to speak to your family and find out what support
is available and whether you’ll need to pay for it.
Care needs assessment
You may already have assessed your own care needs with your family and put
in place help around the home, like a cleaner or gardener. However, if you’re
struggling with getting dressed, bathing, feeding yourself, toileting or moving
around, you can request a care needs assessment from the adult social services
department at your local council offices. A care needs assessment is available
free to anyone who feels they need some support.
What’s involved?

Useful resources
Age UK:

ageuk.org.uk

NHS:

nhs.uk

Which?:

which.co.uk

Money Advice Service:
moneyadviceservice.org.uk
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A social care professional will usually visit you at home and ask questions about
how you’re coping day to day, your physical and mental wellbeing, whether you’re
in suitable housing and what type of support you think you need.
Telephone or online assessments are also available, but a face-to-face
assessment can be more suitable for people who have difficulty hearing or
understanding. You can have a carer or member of your family with you during
the assessment. With your permission, the assessor will also talk to your GP, so
they get a full picture of your requirements.
When you’ve been assessed, a care plan is agreed with you that outlines the kind
of support available. This can range from adaptations to your house to moving to
a care home. It’s up to you and your loved ones if you want to take up any of the
support outlined.

Financial support from the State

Financial assessment

When your care plan has been agreed, you may find that
you’re eligible for some financial support from the State.
Most care costs are means-tested, but there are a few
exceptions.

To find out how much you’ll need to contribute to the cost
of your care, the local council will conduct a means test
where they ask you about your finances.

Attendance Allowance
If you’re over State Pension age you can claim
Attendance Allowance if you need help with personal
care, have a disability, an illness or mental health issues
and have needed help for at least six months. This
payment is not means-tested and can help towards the
cost of care at home.
NHS Funding
The NHS will pay for some or all of your care if your needs
are primarily health related.
NHS Continuing Healthcare (CHC)
The NHS provides free nursing and social care for people
with complex long-term health needs. Care can take place
in your home or a residential care home.
NHS Funded Nursing Care (FNC)
If you don’t qualify for CHC but need the care of a
registered nurse and live in a nursing home, the NHS will
contribute towards your nursing costs and pay this directly
to the care home. You’ll need to pay for your residential
costs if you have the financial means.

What’s involved?
The means test takes into account your income, savings,
investments and, in some circumstances, your property.
Disability benefits are generally not included in the
calculation, so make sure you’re claiming all the benefits
you’re entitled to.
If you have savings jointly with someone else, the amount
will usually be divided between you. If your partner
continues to live in your house, that won’t be included in
the total.
There’s more about how assets are assessed on the
following pages.
How much will I have to pay?
In England, if your capital is worth more than £23,250,
you’ll need to pay the full cost of your care.
If you have capital between £14,250 and £23,250, you’ll
be expected to contribute from income included in the
means test, plus an additional amount based on your
capital between £14,250 and £23,250. The council will
pay the rest.
If you have less than £14,250 in capital, you’ll still
contribute from the income included in the means test
but are not expected to contribute from that capital. The
council will pay the rest.

Reviewing your personal finances

You’ll need a clear picture of your finances before you can
decide how to pay for your care.
Adding up your assets
Both your capital and income will be part of the financial assessment for means
testing.
Included as capital are:
•
Savings
•
Bank and building society accounts
•
National Savings accounts
•
Premium Bonds
•
Stocks and shares
•
Property

If you have
savings jointly
with someone
else, the amount
will usually
be divided
between you.
If your partner
continues to live
in your house,
that won’t be
included in the
total.

Included as income are:
•
Pension payments
•
Annuity payments
•
Pension Credit

A full breakdown
of what’s
included can
be found on the
ageuk.org.uk
website

Not included
•
Mobility component of the Disability Living Allowance or Personal 		
Independence Payment
•
State Pension Christmas Bonus
•
War Widows’ and Widowers’ special payments
Personal Expenses Allowance
•	The council must let you keep at least £24.90 a week for your own personal use.

How your pension income is assessed
Your State Pension and your portion of any personal or employment pensions
you’ve already started taking will be included in your financial assessment. Any
personal pension you pay to your partner is not included.
Money that stays invested in your pension won’t be included until you reach
Pension Credit qualifying age, when the council will assume you’re taking an
income. They calculate this income as the same amount you would receive if you
had purchased an annuity.
If you draw an income from your invested pension, through flexi-access
drawdown for example, they compare this income to the amount you would have
received if you had purchased an annuity before deciding whether to treat it as
capital or income.
If you cash in all or part of your pension as a lump sum, this amount will be
included in your assessment.
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How a couple’s assets are assessed

What happens to your home

Any savings, investments, income and property in your
name only are included in their entirety as part of the
financial assessment.

The value of your share of a property is normally
included in your financial assessment if you are moving
permanently into a care home, unless your partner or
another relative continues to live there.

Capital or income held jointly with your partner is usually
split 50/50. So, if you have £10,000 in a joint savings
account with your partner, only £5,000 will be included
for assessment. And if you receive a personal pension of
£1,000 a month, but share it with your partner, only £500
will be included in the calculation.
If you own a share of your home and your partner plans
to continue to live there after you go to a care home, the
value of your share is not included in the assessment.

Splitting your assets
The local council can’t include assets owned by your
partner in your financial assessment. Only the income and
assets of the person needing care should be assessed.
After all, your partner may need their assets for their own
care in the future.
It’s prudent to review your finances well ahead of going
into care, so you can see where assets can be moved
or jointly owned so they are not included in any future
financial assessment. But deliberately giving away assets
to avoid paying care fees is called deprivation of assets
and is treated very seriously.

Deprivation of assets
If you intentionally give away or reduce your assets so that
they won’t be included in your financial assessment for care,
the council may still include the value of these assets in your
assessment, even if you no longer have access to them.
They look at whether you knew at the time you disposed
of your assets that you needed or may need care and
whether the reason for getting rid of assets was to
deliberately avoid paying for care.
Even if you gave away your assets years ago, they may
still be included in your financial assessment. The council
need to be sure that when you gave away, transferred,
spent or gambled away your assets that you wouldn’t have
known you needed care at that time.

12-week property disregard
During the first 12 weeks of moving to your care home,
the value of your property must be disregarded as part of
the financial assessment.
If a temporary stay in care turns into a permanent stay,
the 12 weeks start from the date the stay becomes
permanent.
12 weeks gives you time to sell the property or to apply
for a deferred payment agreement (DPA). If you are
eligible, this type of agreement allows you to defer
paying care home costs until you sell the property or
until after your death.

Paying for care – your options

If you’re arranging your own care, you’re free to use your
capital as you wish. This means you can take a flexible
approach to how you meet the costs of your care and
adapt the way you pay for care as your needs change.
Drawing on cash reserves
If you have substantial assets to draw on, possibly from the sale of your property,
then paying your care fees from cash reserves is an option. And it’s useful to have
some capital in cash to act as a contigency fund.
However, with interest rates being at an historical low, any capital that is left
in cash is unlikely to generate much income, so you’d probably be drawing on
capital to fund your fees. For example, if you have £300,000 in the bank at a net
interest rate of 1% then you will only generate around £3,000 a year of income.

Investing capital to generate income
To generate a greater income stream than simply keeping your capital in cash,
you could invest. A diversified and well-managed portfolio of investments will
spread the risk and could provide a regular income for many years without
depleting your capital.

All investments are not equal
Some deposit accounts pay
virtually no interest at all, some
stock market investments pay
higher levels of income and some
investments perform better than
others. It’s therefore vital to keep
a close eye on everything. Existing
investments should be assessed
to see if they can be improved on,
as well as monitored regularly
to make sure that they are
performing as well as they can and
are as tax efficient as possible.

There is a risk in this approach and there are no guarantees regarding the
investment return, which is dictated by investment markets and the skill of the
individual managers. Astute management will make all the difference to how
long you can continue to fund your care and how much you can ultimately pass
on to those you love.
If the amount of money that you can generate from your assets is not enough
or the costs of your care rise, you may need to take money from your capital
which could reduce the income generated and result in you needing to draw on
more capital.

Buying a care fees annuity
An annuity pays you a regular guaranteed income for as long as you take out the
plan. This can be for the rest of your life if that’s what you want.
Some annuity providers offer a specific care fee payment plan, known as an
immediate needs annuity. You pay a lump sum to the provider and in return they
guarantee a fixed or increasing income for the rest of your life. Care fees often
rise year on year, so you can choose to increase your annuity income each year to
contribute towards the additional costs.
This type of plan gives you and your family peace of mind that money will always
be there to pay for your chosen care home. And any money that’s paid directly to
the care provider for care fees is free of income tax.
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The cost of the annuity will depend on how much income you need, your
health, your age when the plan starts, your life expectancy and the individual
provider. We source quotes from the whole of the market to find the best
income on the terms that are right for you.
Once you have given over your lump sum to the provider, you can’t change
the terms of the annuity. And if you die before the lump sum is used up, the
annuity provider keeps what’s left. However, you can choose to protect a
percentage of your annuity capital to leave as a legacy for your family. This will
cost you more upfront, but when you die, a percentage of your original lump
sum less any payments already made is paid back to your estate.

Combining options
There are pros and cons with each of the options outlined here. An immediate
care annuity seems like the ideal way to make sure you’re not going to run out
of money, but not everyone wants to tie up their capital that way. Nor do they
want to rely solely on investment income and capital with the risk of running
out of money and potentially having to move care home.
A combination of options is often the solution. An immediate care annuity
can provide a substantial portion of the care home fees with the remainder
provided through a combination of income and capital drawdown.
This approach could enable you to keep more of your assets
for your own use or to pass on to future generations.

Tax is payable
on income from
investments
and property
rental so it’s
wise to check
that the best tax
efficiencies are
in place.

Using property to pay for care

You don’t always have to sell your home to pay for
care. There are some alternatives depending on your
circumstances.
Deferred payment agreement
If you don’t want to sell your home and can’t afford to fund your care fees from
other sources, you can apply to the council for a deferred payment agreement
(DPA). This is essentially a loan taken out against the value of your home to pay
for your care fees.
The council pay your fees and recoup the cost when you decide to sell your home,
or you die. There are certain criteria that you’ll need to meet to be eligible for a
DPA and we can go through these with you.
Rental income

Depending on
your needs and
tolerance to
investment risk,
we can tailor
your investment
options

Renting out your property is a relatively simple solution to generating extra
income but is only suitable if you have sufficient other income or capital to pay for
your care. Plus, rental income is usually taxable.
A deferred payment agreement does not allow the property to be rented out so
you may need to sell it instead.
Equity release
If your care needs can be met in your own home, you could opt for equity release
to generate the money you need to meet the costs.
Equity release is a way of taking cash out of the value of your home whilst still
living there. Also known as a lifetime mortgage, it works as a loan secured
against your home. When you die or if you move into a care home, the property is
sold, and the loan is repaid from the proceeds.
Home reversion is a similar scheme, but you sell your property at a low market
value and in return you can live there for the rest of your life. The property reverts
to the buyer when you die.
These schemes may seem attractive, but they can be very expensive. It’s very
important to take advice before you consider using your home in this way.
Although we do not provide advice on equity release or home reversion, we
work closely with an independent specialist mortgage broker who we can
introduce you to if relevant.
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Combining your options

Using capital only

How it works in practice

Olive’s total capital after selling her house is £585,000.
She splits this by putting £169,514 on deposit to meet
five years of shortfall, and £50,000 on deposit for
emergencies. She invests the remaining £365,485
allowing the investments to grow for five years.

Olive is 85 years old, has diabetes and was diagnosed with
dementia two years ago. Her family are worried she’s no
longer on top of her medication, so she’s agreed to move
to a care home. They sell her house for £375,000 and
Olive has £210,000 in savings and investments.
Olive’s current situation
Income from pensions and benefits
Income from investments and savings
Total annual income
Care home fees
Shortfall

£19,035
£4,800
£23,835
£65,000
-£41,165

Income from pensions and benefits
Investment income
Capital drawdown (cash first then investment)
Total annual income = Olive’s care fees

£19,035
£12,063
£33,902
£65,000

Meeting the shortfall

Olive has a regular investment review to ensure the
returns on her money are still meeting her needs and
are invested as tax-efficiently as possible. She may need
to draw on her capital to pay for care fees as the costs
increase each year.

Buying an annuity and investing remaining capital

A tailored approach

An annuity costing £165,143 will guarantee a fixed and
level income of £34,620 a year tax free for the remainder
of Olive’s life. £50,000 will be kept on deposit with the
remaining £369,856 invested for income and growth.

Depending on your needs and tolerance to investment
risk, we can tailor your investment options and how
much guaranteed income you receive from the annuity.
For example, Olive could buy an annuity that gave her
an income of £17,309 a year and cost her just £82,571.
This would leave £381,820 invested with £70,600 to cover
five years’ fees shortfall, and £50,000 on deposit for
emergencies.

Income from pensions and benefits
Annuity income
Remaining
Income from investments and savings
Total annual income = Olive’s care fees

£19,035
£34,620
£369,856
£11,345
£65,000

Olive’s capital and any growth can be used in the future if
her care fees rise above her income.

Making a decision

Before you and your family make the final decision about
how to pay for supported living or care home fees, it’s
useful to see how the options work together over time.
As part of our free care fees review, we provide a chart that shows how long your
savings will continue to meet your expenses in the different scenarios outlined by
your Murdoch adviser.
Let’s take a look at Olive’s options:
•
•
•
•

remaining in cash
fully invested
annuity for the entire fees shortfall
annuity for 50% of fees shortfall
Values

Cash

100% Annuity

Fully invested

Partial Annuity / Partial Investment

£700,000
£600,000
£500,000
£400,000
£300,000
£200,000
£100,000
0
Years

0

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

This graph assumes a 5% increase in fees each year, 5% total return on investments and cash
increases of 0.5% each year after inflation and charges. It’s also based on purchasing a level
amount of annuity income.
The graph shows that if OliveCash
lives for less than three
years,
100%
Annuitypaying her fees just
Values
Fully
invested
Partial
Partial
Investment
from cash will mean she leaves more for her loved ones Annuity
when /she
dies.
The
£700,000
break-even
point for the fully invested route is four years.
£600,000
However,
there’s no guarantee that her invested capital will provide a reliable
income
£500,000 during that time and it may need to be used to supplement her fees.

If£400,000
Olive lives for more than four years, an annuity will protect more of her capital
over
time. But if she died earlier, this capital would be kept by the annuity provider.
£300,000
£200,000 note this is an example scenario. Your particular care needs, expected
Please
lifespan
and legacy wishes will need to be carefully weighed up and considered.
£100,000
Any advice we provide will be based on your personal situation. We can’t tell you
0
what
to 0do,1but2we3can4 help
you
understand
all the options and make the best
Years
5
6
7
8
9
10 11 12 13 14 15 16 17 18 19 20
decision for your circumstances.
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Legal safeguards

Make a will
If you haven’t already made a will – make one. A will makes sure that your
estate goes to the people and charities that you want it to. If you don’t make a
will, the law decides how your estate is distributed to your family and this may
not be exactly as you wish.
If you already have a will, check it to make sure it still reflects your wishes. And
keep your will updated, especially if your family circumstances change.

Consider a living will
A living will, officially called an Advance Decision, allows you to refuse
medical treatment in the future if you lose the capacity to make or
communicate your own medical decisions. Once an Advance Decision
document is in place, the people caring for you must follow your instructions
even if this leads to your death.

Establish Lasting Powers of Attorney
A Lasting Power of Attorney (LPA) is a legal document that allows a relative,
friend or professional to look after your finances or your health and welfare if
you can no longer do that for yourself.
It doesn’t mean that you give up control over your own affairs. In fact, it’s the
opposite. An LPA makes sure that you stay in control until you don’t have the
mental capacity to make the best decisions for your circumstances. Only then
does your chosen ‘Attorney’ take over.
LPAs can only be set up when you are perfectly able to make your own
decisions. This means you decide in advance, and when you have full capacity,
who you want to take care of your money and your physical welfare. You can
restrict which decisions can be made on your behalf or you can allow all
decisions to be made for you.
The people you choose are legally obliged to act in your best interests. They
must follow a strict set of rules in accordance with the Mental Capacity Act
2005, with safeguards in place to ensure that your interests are fully protected.
Don’t assume your spouse can automatically take control of your finances or
your healthcare if you want them to. They won’t be legally allowed to do so
without an LPA.

Types of LPA
There are two types of LPA. A
property and financial affairs
LPA covers things like managing
your bank accounts, paying bills
collecting your pension and
buying and selling property and
investments. A health and welfare
LPA covers taking care of your
daily routine, who you have contact
with, where you live and your
medical treatment.
If there’s no LPA in place
If you are no longer able to make
your own decisions and there’s
no Lasting Power of Attorney in
place, the Court of Protection
appoints a deputy to manage your
affairs. Deputies can be a relative,
friend or a professional, such as a
solicitor or accountant. Applying to
become a deputy is a lengthy and
costly process so where possible,
it’s always best to have both types
of LPA in place.

Advice from the experts

We specialise in working with clients and their families who are making difficult
decisions about the latter stages of their lives. We take our time to explain every
step of the care fees planning process, providing a full written report for you to
read at your own pace.

What to expect from Murdoch Asset Management
An important part of our care planning service is to review your current financial
situation to pinpoint how we can plug any immediate funding shortfalls, provide
options to prevent you running out of money in the future and preserve some of
your assets for your loved ones, if that’s what you want.

Initial financial review
To understand how best to provide the funds you’ll need in the future, we’ll
look at your current financial situation before we assess all your options and
produce a care planning report.
Care planning report
This free report details all the options available for funding your care. It’s
bespoke to your circumstances, so we source a range of annuity quotes
and offer advice about investments suitable for your personal financial
situation. Set up and investment fees are detailed in the report.
We can also help you understand Lasting Powers of Attorney and deputyships,
including the process and costs, and put you in touch with reputable solicitors
who can set them up or manage applications.
Setting up your care fees plan
Putting the right funding in place can take time, so we work with you throughout
that period to ensure you and your loved ones understand the options and next
steps. All forms and financial administration are provided as part of the service.
Plus, we’ll put in place regular monitoring of any investments you place with us
and provide advice where required.
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We’re a wholly independent financial advice
company, free of any ties, arrangements or
obligations to product providers. We look after
£900m of clients’ funds using considerable
expertise to not only recommend products and
investments but to monitor them, whilst also
managing the complex interaction of trusts, tax
and estate planning.

Corporate Chartered Financial Planners
All our advisers are highly qualified, holding both
academic and industry qualifications across the full
range of services we provide. In addition, we’re one
of relatively few companies to achieve the Corporate
Chartered Financial Planner accreditation, the
industry’s gold standard and verification of the
exceptional service we offer.
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