EXTRA CARE HOUSING

Capital and revenue funding

Nigel King

This is the second of a series introducing ideas about 'extra care' housing for older people. 'Extra care' models and new 'retirement communities' are becoming an alternative to residential care and traditional sheltered housing. The first article offered a typology for extra care illustrating many different models. This second is about modelling capital and revenue funding. The third is on land and building development issues.

Capital

Capital is needed to construct and equip the building. Sources are usually a combination of the following:


TYPE



COMMENTARY

Social Housing Grant (SHG)
-
Local Authority and/or Housing Corporation   

SHG. Only available to Registered Social 

Landlords (RSL)

Private Finance
-
This may be obtained in a variety of ways but most 

commonly loan finance in the form of a mortgage from a Bank or Building Society. More exotic forms of funding via bond issues or other vehicles are also possible. Most RSL schemes combine SHG and private finance.

Contribution from local authority  -
Some developments include a contribution from a Local 

Authority most commonly in the form of land. This helps make development viable, also lever grant from the Housing Corporation and reassure lenders.

Charitable donations/    - 

A few organisations have been able to part fund 

internal funding
schemes or the equipment through charitable fundraising efforts. 

Sale of equity

-

If individual residents buy some or all of the property 

equity this immediately reduces the developers funding 

requirements. To date relatively little extra care housing for outright or part sale has been offered but this is an option with considerable merit for some older people.

A simplified, purely illustrative, example shows how the sums might work.

Unit cost of property 

£80,000 (includes share of cost of all facilities)

Value of free land/unit
£10,000  (or equivalent local authority contribution)

Sum left to finance

£70,000

Grant - SHG at 50%

£35,000  (assumes all units rented not sold)

Sum to raise on mortgage       £35,000

Annual cost of repayments on each property if borrowed long term at 8% over 30 years = £3,108. 

Weekly cost of repayment £59.76

Some of the features of the development may fail to attract grant. The 50% grant is purely illustrative and will vary according to the model, features and location.

The £59.76 is the “pure rent” i.e. simply servicing loan repayments. The charge to the resident will in addition probably include the following:





                      £’s pw

Property Management



10

Responsive and cyclical maintenance

10  

Warden/communal services


10  

Major repairs, improvements


13  







43

Under normal Housing Benefit rules and Transitional Housing Benefit a defined range of costs associated with sheltered housing can be included in the rent/ service charge and qualify for Housing Benefit. Under Supporting People it is expected the support element of services that may currently be met through Housing Benefit will transfer to the Supporting People grant.

The Housing Corporation require housing associations to make a financial provision for long term major repairs, improvements, upgrades to keep the stock in good condition. A formula of  around 1% of the cost of rebuilding is recommended. Taking the cost of re-providing a unit as £70,000 gives £700 p.a. or a little over £13 per week. 

The Housing Benefit funding includes:-

· Warden support/counselling

· An alarm system

· Cleaning of communal areas/window cleaning

The total weekly charge, including loan repayments on the capital borrowed for construction can therefore be thought of as


'Pure rent'






£59.76


Maintenance & Management
& some services

£43


Weekly inclusive rent





£102.76

It should be stressed that the above figures are used to explain in a simplified way the mechanics of the funding. The actual figures for any particular scheme or provider will be different. Finally, it should be noted there are various entirely privately funded models of extra care.

Revenue

In residential care provided in the voluntary or private sector for someone placed by Social Services the cost of provision is a fixed weekly sum defined in a contract. 

The authority recovers any benefits the individual is entitled to reducing the net cost to the authority usually by a £100 or more. If people have savings over the current savings thresholds or a property that can be sold, the authority can seek to recover the charge in full from the excess assets. For older people dependent on benefits in residential care they will be left with only £16.05 for “personal expenses”. However, all domestic bills, meals and similar costs of accommodation and day to day living will be met from the fee paid.

The situation in extra care is rather different although the end result can be the provision of residential care levels of support. The essential principles and differences are these:

i. The resident lives in their own self-contained property not just a room. They are granted a tenancy (or lease in the case of sale) not simply a licence to occupy.

ii. Each person has their own home and lives independently - albeit they live in or near a building with a wide range of  facilities.

iii. As a result each less well off person who meets the qualifying conditions (i.e. low income and little savings) is entitled to both

Income Support and

Housing Benefit (not available in residential care)

iv. In addition, for those who qualify, Attendance Allowance can be claimed.

Again, this is not available in residential care. As many of those entering extra care will be frailer or more disabled many can obtain this benefit.

v. These residents are better off in the sense of having a much higher disposable 

income than in residential care. For those who qualify for Housing Benefit meets  most of the cost of accommodation (including maintenance and some basic support services as explained above). Income Support (or pension) meets day to day living expenses and meals.

The Attendance Allowance (currently £55.30 at the high rate) can contribute to care costs.

vi. Some people will need more support or care than the Attendance Allowance 

will cover. The short fall is usually met by Social Services in the same way as it would for any other older person in need of support at home.

In summary, as people are living in their own, self-contained properties, albeit in a building with extensive facilities and receiving a package of support, they are entitled to a range of welfare benefits including Housing Benefit, Income Support and State Pension if they qualify by having little capital and a low income.

From a local authority perspective costs shift from a cash limited, local authority social care budget, to non-cash limited, central government budgets or individuals own resources.

	COST SHIFTING AND SHUNTING



	
Central Government

Local Authority                             Housing Benefit

                                                        Income Support

Local Authority                              Housing Corporation - Social Housing Grant

Cash limited budget                       Housing Corporation - Supported Housing Management

                                                        Grant

                                                        Private Resources

                                                        Property equity

                                                        Savings




There will be two changes following the introduction of Supporting People in 2003 to the revenue side of funding arrangements outlined.  First, Supported Housing Management Grant which some extra care schemes have obtained will transfer to the Supporting People grant pot and consequently be administered by the local authority.  Second, and more importantly, the element in the rent related to warden and related support services will also transfer to Supporting People grant leaving only the pure rent plus management and maintenance to be met through Housing Benefit. The details of any means testing in sheltered housing to meet these costs are at present the subject of consultation. It appears likely that some means testing will eventually be introduced for residents in sheltered housing. 

The means of funding the different operational and care costs is shown diagrammatically below. The details of the breakdown and arrangements vary slightly between models. Some projects rely on pooling some income streams and block contacts with Social Services for personal care while others leave more discretion with individuals and each person has a separate care package funded by Social Services.

	                               COSTS                                                          FUNDING



	
Rent (including some services)                                          Housing Benefit

Council Tax                                                                         Council Tax Benefit

Home Care                                                                           Attendance Allowance/Disability

                                                                                             Premiums (Income Support)

Personal Care                                                                       Care Contract Funded by Social 

                                                                                             Services

Heat, light and Power within Dwelling                                Pension                                 




Putting some figures for an individual resident aged eighty against the funding mechanisms shown in the previous diagram we give below an example of how costs can be met for a pensioner with a low income and savings of less than £3,000. 

	TYPICAL EXAMPLE OF EXTRA CARE FUNDING (£/WEEK)



	                    Expenditure                        £                     
Income

£

Rent (including some housing services)     
115.00    
Housing Benefit
115.00

Heat, light, power                                   
15.00

                         









Pension

72.00

Food, clothes, household, personal items       57.00                      

Council Tax




8.00                 Council Tax Benefit   8.00

Home Care




75.70               Income Support/SDP 61.70

                                                                                                Attendance allowance14.00

                                                                                                (lower rate part) 

Personal Care




93.00               Domiciliary care  
70.00

                                                                                                (Social Services contract)             

                                                                                                Attendance allowance 23.00

                                                                                                (lower rate part) 

Total                                                               363.70                                              363.70                                   



	Note: Cost to Social Services for high quality residential care £70 per week as opposed to around £105-£135 in purchased residential care place. Food, clothes, etc charge is part of individual’s disposable income and may not be spent so not an identical comparison with residential care.


The position for someone who is above benefit thresholds is this:-

i. Irrespective of financial circumstances they may claim attendance allowance, this is a non-means tested benefit. 

ii. Social Services may provide care under a contract. If using a model based on individual care packages each person would be means tested and asked to contribute under the councils prevailing charging policy

iii. They would be able to claim whatever State and other pension they are entitled to.

iv. Someone who was asset rich but income poor could protect the asset by  purchasing. They would then have no rent to pay, £115 in the example, if they purchased outright. They might, however, be required to make some contribution to overall scheme maintenance and communal services that are included in the £115 example rent and which are incurred irrespective of tenure. The precise arrangements will be determined by the model/providers.

In the case of a housing association the possibility of shared ownership with the association owning part of the equity (say 50%) which is rented to the individual and the individual acquiring part (50%) extends extra care to those with lower value properties.
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