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Preventing later life crisis: 3-part series…

2. It’s not going to be £86,000 – getting to grips with care costs.

1. Attorneys – Do they have the power to support effective later life advice?

3. Preparing your knowledge, your advice and your clients for what 
happens at the end & afterwards



Important information - Pru
This presentation is for adviser use only, and is based on our current understanding of taxation, legislation and HMRC practice, all of 
which are liable to change and subject to an individual’s own circumstances.  

Please remember that past performance is not a reliable indicator of future performance.  The rate of growth of funds and any income 
from them cannot be guaranteed.  The value of an investment can go down as well as up and your client could get back less than they have 
put in.  PruFund funds aim to grow your client’s money while smoothing their investment journey.  

The PruFund range of funds all invest in Prudential’s With-Profits Fund, which is one of the largest with-profits funds in the UK.  
However, there are differences across the range of PruFund funds in their objectives and mix of assets, and how PruFund delivers 
returns to investors when compared to other With-Profits business, which means the returns received by investors will vary by fund 
choice.  

Prudential set Expected Growth Rates (EGR); these are the annualised rates your client’s investment would normally grow at.  The EGRs 
reflect our view of how we think each PruFund fund will perform over the long-term (up to 15 years).  Each PruFund fund has its own 
EGR and your client’s investments into a PruFund will normally grow daily by the relevant EGR.  Although we take a long-term view, we 
do review the rates every three months to allow for any changes, which may mean a change in EGR on a quarterly basis, up or down.  
While the EGR reflects our long term view, we need to check that the fund is performing as expected - if not we may need to make an 
adjustment to your client’s fund value, either up or down.  There are limits which set out when an adjustment would be required. The 
value of your client’s investment in a PruFund fund is based on the Smoothed Price, this is the unit price, which grows daily by the EGR.  
We compare the Smoothed Price against the Unsmoothed Price – which reflects the value of underlying assets. If these move too far 
away from one another we need to adjust the Smoothed Price to narrow the gap.  This could be a price increase or a price decrease. In 
certain circumstances we might need to suspend the smoothing process for one or more of the PruFund funds.



Important notice: My Care Consulting

Prudential has no association My Care Consulting and it’s your responsibility to carry out appropriate due diligence on the firms. Other 
services of a similar nature may be available, or may become available. 

Data sharing
As Prudential, My Care Consulting have teamed up to run this seminar, event data and feedback from this seminar will be shared 
between Prudential (part of M&G plc) and My Care Consulting accordingly. By registering and/or attending this seminar you have 
agreed to these terms. For more information on each company's data handling process, please visit their privacy notices on their
websites.



Our learning objectives for session two
It’s not going to be £86,000 – getting to grips with care costs.

To be able to demonstrate and understanding of:
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Accurately describe 
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plans for long term 
care cost funding
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Assess the different 
methods of care 

funding

Evaluate the 
possible cost of 

funding care



Learning Objectives

1. To be able to accurately describe the 

government plans for long term care 

cost funding

1. To evaluate the possible cost of funding care

2. To assess the different methods of care funding



Care home funding by payor type - volume

Source: Laing and Buisson Care Homes for Older People 31st Edition



Self-funder regional variation - volume

Source: Laing and Buisson Care Homes for Older People 31st Edition



To extent of paying for care advice.
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Cross Subsidy in action

Source: Laing and Buisson Care Homes for Older People 31st Edition



Key Government Reforms – October 2023

New Care Cap

Revised Means Test

Fair Cost of Care

Care Brokerage

Deferred Payment Scheme



New Care cap – how does it work?

What doesn’t go towards the cap

• Costs of meeting eligible care needs incurred before Oct 2023

• Costs in respect of needs that the LA don’t deem as eligible.

• Daily living costs

• Any amount being paid in excess of what their LA

would pay to meet their eligible needs

• Any Top-up payments

• Any financial contribution from the LA towards a persons care package

• Any NHS payments

• Where a person living in England arranges their own residential care

in another country of the UK



New Care cap – how does it work?

£596pw

average 

local 

authority 

rate
Daily living costs 

£200pw

Net state contribution 
£396pw*

Self-funder excess
£504pw

Total £1,100**pw 
Average premium self-fund cost England

£86,000 / £396*
= 217 weeks to get to ‘cap’

217 x £1,100
= £238,700

PLUS £36,608 pa to pay
thereafter

Rates sourced from Laing and Buisson 31st Edition 2021



New Care cap – how does it work?



Revised Means Test

Assets What do you pay?

Above the upper capital limit 

(£100,000 from October 2023)

Full cost – you are a self-funder.

Between the capital limits What you can afford from income 

plus a means-tested ‘tariff’ 

contribution from assets. The tariff 

is calculated as follows: for every 

£250 of capital between the lower 

and upper limit, an income of £1 a 

week is assumed, and this will be 

payable towards the cost of your 

care.

Below the lower capital limit 

(£20,000 from October 2023)

You no longer contribute from your 

assets and only what you can 

afford from your income.



Revised Means Test (2)

Someone with £100,000 in assets

Assets between the lower and upper thresholds = £80,000

Divide £80,000 by £250 = £320 added to other eligible income



Capital 

Disregards



Care Act



Care Act



Care Act



Care Act



Care Act



Deprivation of asset rules



Fair cost of care

Providing £378m a year additional funding to local 

authorities so that  they can increase the rates they 

pay for care.

The report calculates that an 

extra £854m a year is needed, 

at the bare minimum, to make 

the proposals workable by 

avoiding large-scale closures 

and to ensure ongoing 

investment into the social care 

sector.



Care brokerage: Section 18 (3)

The government has stated it will implement section 18(3) 

of the Care Act 2014 in full, requiring councils to arrange 

care in a care home for those self-funders with eligible 

needs who request that they do so.



Deferred Payment Scheme

The Government will review the system of Deferred 

Payment Agreements to “provide more flexibility.”



Key Government Reforms – Oct 2023

New Care cap

Revised Means Test

Fair cost of care

Care brokerage

Deferred Payment Scheme



Trailblazers – Jan 2023!





www.careboxonline.co.uk/free-trial/



Learning Objectives

1. To be able to accurately describe the government 

plans for long term care cost funding

2. To evaluate the possible cost of 

funding care

3.    To assess the different methods of care funding



Paying for Care

1. Establishing the funding gap

2. Making assumptions about care

fee increases

3.   Scenario planning around possible

length of time funding needed

4.    Assessing all ways of paying for care



Paying for Care 

Making assumptions about care

fee increases

Source:  Laing Buisson Care Homes for Older People,

thirtieth edition study (2019) 



Paying for Care 

‘Overall costs for care homes are expected to increase roughly 

30 per cent this year, according to a survey of operators, 

representing 98,000 beds in the UK, by property consultant 

Knight Frank’

‘Britain’s biggest care home chains are planning to raise fees by 

as much as 10 per cent this year as they pass on higher staffing, 

food and energy costs to their frail and elderly residents’

Source: FT  11/1/2022



Paying for Care

Scenario planning around possible

length of time funding needed



Learning Objectives

1. To be able to accurately describe the government 

plans for long term care cost funding

2. To evaluate the possible cost of funding care

3. To assess the different methods of

care funding



Paying for Care

Assessing all ways of paying for care



Paying for Care

1. Using a Deferred Payment Scheme 

2. Receiving rental income from residential property  

3. Releasing equity from residential property 

4. Releasing funds through the sale of residential 

property/Downsizing 

1. Paying fees from liquid assets/cash/income  

2. Paying fees from investments 

3. Paying fees from pension funds 

4. Payments via Long Term Care Insurance products (LTCI) 

5. Third Party Top-ups  



Care costs



Options…..

Earmarking

Save

House



Care Costs

Accumulating £86,000 over 10yrs at 5% net growth

Single

£52,797
Annual (adv)

£6,512



Care Costs

Source: LaingBuisson Care of Older People UK Market Report 32nd edition 2021

Residential 
frail older

Residential 
dementia care

Nursing 
frail older

Nursing 
dementia care

Average Cost per week £667 £682 £924 £956 

Cost for 4 years £138,736 £141,856 £192,192 £198,848

Funding Rate @ 5% net growth for 10 years

Single Premium £85,172 £87,087 £117,989 £122,075

Annual Premium £10,505 £10,741 £14,553 £15,057



What should be a client’s priority for their later life?

1) Funding for a pension?

2) Care costs?*

3) Then IHT?

*Given the cost of care and low saving rates in the UK it will be practically impossible for most 

people to reserve money from their DC pots to fund their care!

PLSA – Retirement Living Standards



What about housing?

The average home in the UK is now worth £276,755

5% inflation over 20yrs it could be worth £734,313

Calculation of 48 months care earlier was total outlay = 
£595,673! 

How about equity release?



Options…..

Earmarking

Save

House



Source: https://www.pruadviser.co.uk/tools-
calculators/#

Some useful planning tools

Retirement Modeller Investment CalculatorInflation Modeller

https://www.pruadviser.co.uk/tools-calculators/
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Preventing later life crisis: 3-part series…

2. It’s not going to be £86,000 – getting to grips with care costs.

1. Attorneys – Do they have the power to support effective later life advice?

3. Preparing your knowledge, your advice and your clients for what 
happens at the end & afterwards



Thank you for 
joining us today
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