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Fairer Contributions Guidance
Calculating an Individual’s Contribution to their Personal Budget

Introduction

This guidance is issued under section 7 of the Local Authority Social
Services Act 1970.

Councils offering personal budgets are expected to implement this guidance at the latest by
March 2010.

The introduction of personal budgets is an integral part of the transformation of adult social

care systems.

A personal budget is an upfront allocation of social care resources to a person who is eligible
for support. Following an assessment of their need for non-residential social services (“needs
assessment”), a person who the council consider eligible for support will be allocated an

amount of money necessary to meet their needs.

Following the needs assessment and calculation of how much the personal budget might be
(the indicative amount), the council will undertake an assessment of the person’s financial
circumstances in accordance with the guidance on Fairer Charging Policies for Home Care
and other non-residential Social Services (the Fairer Charging Guidance) issued in 2003. The
council will also work out what the person’s maximum contribution would be in accordance with
the Fairer Contributions guidance. If the financial assessment shows that the person has
enough income or savings to contribute to their personal budget, the council will tell them what
the actual contribution might be, which will be the lower of the maximum contribution and the

available income based on the financial assessment.

A care plan or support plan will then be prepared, setting out how the person wants their needs
to be met using their personal budget. They may ask the council to arrange all the care and
support they need to meet their needs or they may ask the council to let them have the whole
amount of the personal budget paid to them as a direct payment. Alternatively, they might
decide to have a mixture of the two with some services arranged by the council and some of

the personal budget paid as a direct payment. Once the support plan has been completed the
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council will confirm the amount of any actual contribution that the budget holder may be

required to make.

This guidance sets out how a person’s contribution, if any, to their personal budget might be

calculated.

Councils may wish to continue to require people who have savings above the Charging for
Residential Accommodation Guidance (CRAG) higher threshold to pay the full cost of any
services they receive. Councils are reminded that people who can fund their own care are still
entitled to an assessment of their needs. These people who are eligible for social services and
who as a result of the financial assessment will meet the full costs of their care, are still entitled
to help in making appropriate care arrangements. People who do not meet the eligibility
criteria should expect appropriate signposting to alternative sources of support. Where councils
do not offer direct help following assessment, they should be prepared to provide individuals
with useful information and advice about other sources of support, including universal and

open-access services, where appropriate.

1. Background

1.1 The Fairer Charging guidance was designed for an era of traditional local authority social
care provision where people received services arranged by a local authority. However, with
increasing numbers of people receiving direct payments and the introduction of personal
budgets to support greater choice and control comes the need to consider how an individual’s
contribution, if any, towards the cost of non-residential services might be worked out in the
context of personal budgets. This Fairer Contributions guidance sits alongside the Fairer
Charging guidance which, along with its underlying ethos and principles, is still valid, and the
Charging for Residential Accommodation Guidance (CRAG) to which the Fairer Charging
guidance refers. In the case of any uncertainty as to the matters covered by the Fairer

Charging guidance councils should refer back to these original documents.

1.2 To date, a service user's charge for non-residential services has typically been based on
the number of units of different types of services they have received. In the case of direct
payments, financial contributions towards the cost of services have been calculated on a

comparable basis. In the same way, people will have the option to take a personal budget as
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commissioned services or as statutory direct payments or a mixture of both. With those
personal budgets that are taken as direct payments rather than commissioned services, the
individual may purchase different types of non-residential social services such as community
care services as defined in section 46(3) of the NHS and Community Care Act 1990, including
those listed in section 2 of the Chronically Sick and Disabled Persons Act 1970, from week to
week, and these services may not correspond with the typical service classifications used by
councils. We anticipate that individuals will increasingly choose varied forms of care or support
which are designed to meet their specific agreed outcomes, as defined in their support plan.

1.3 Currently, the cost of service for charging purposes is calculated depending on the
composition of an individual’'s care package and according to the policy of the local council
regarding charges for homecare, daycare, meals, transport and other services. This cost of
service is then compared with the individual’s available income, determined by a financial
assessment in accordance with the Fairer Charging guidance, and the individual is charged no

more than the lower of these two amounts.

1.4 This document provides guidance on how both the chargeable amount of a personal
budget, and the actual contribution made by the personal budget holder, might be calculated.
The chargeable amount is the maximum possible contribution a person can be asked to make
to their personal budget, subject to their available income and savings. The calculation of the
actual amount to be paid begins with a means test which determines the income and savings
available to make a contribution. This part of the process is covered in the original Fairer
Charging guidance and remains unchanged. Thus this guidance does not introduce any
changes to the way councils undertake financial assessments, or how they treat the income or

savings of personal budget holders.

1.5 The person’s actual contribution is the lower of the maximum possible contribution and the

individual’'s available income.

2. Calculation of chargeable amount

2.1 The way a chargeable amount is calculated will depend on each council’s charging policy.
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2.2 Section 17 of the Health and Social Services and Social Security Adjudications Act 1983
(HASSASSA) allows Councils to make a reasonable charge for non-residential services they

provide. So there are two aspects to discretion:

- whether or not to charge for a service

- where a service is charged for, what is a reasonable charge

Where a direct payment is to be made, regulation 5(2) of the Community Care, Services for
Carers and Children's Services (Direct Payments) (England) Regulations 2003 provides for the
responsible authority to determine, having regard to the prescribed person's means, the
amount (if any) it is reasonably practicable for them to pay towards securing the provision of
the relevant service. According to the guidance on direct payments the relevant guidance is the
Fairer Charging guidance. In accordance with the Fairer Charging guidance, councils should
treat people receiving direct payments as they would have treated them under the council's

charging policy, if those people were receiving the equivalent services.

Where councils provide no free or subsidised services

2.3 The method outlined in the following section applies where councils do not provide any free
or subsidised social services, or where they have decided to no longer provide such free or
subsidised services. It is applicable whether a person uses his or her personal budget on
council commissioned services or receives it as a direct payment, or a mixture of both. (See

Example 1 in Appendix 2).

2.4 Councils should calculate a percentage up to 100% to be applied to all personal budgets,
across all client groups except where specifically excluded from charging in accordance with
the Fairer Charging Guidance to determine the proportion of a person’s personal budget that
will be subject to a service user contribution. Applying this percentage to a person's personal
budget will produce the council’s maximum possible charge to that person for its service(s) or
the person’s maximum possible contribution towards their direct payment, depending on how
the personal budget is deployed. This figure will then be compared against the person’s
available means as calculated in accordance with the Fairer Charging Guidance and the

person’s actual contribution will be no more than the lower of the two figures.
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2.5 Where a personal budget is taken as a direct payment, this final figure will be the person’s
contribution or reimbursement towards the direct payment and where a personal budget is
taken as a traditional service the final figure will be the amount the council recovers for the
service. Where a council was previously providing free or subsidised services but has decided
to no longer do so, particular care will be needed in calculating the percentage to be applied to
personal budgets to ensure that individuals are not expected to make unreasonable
contributions or contributions which are not reasonably practicable for them to pay. The Fairer
Charging Guidance gives further guidance on setting the level of charges. Paragraph 3 of the
Introduction states that councils need to ensure that their charging policies are demonstrably

fair as between different service users.

2.6 As set out in the Fairer Charging guidance, ability to pay should not be assessed and
charges should not be levied for any one service in isolation. The impact of charges for one of
these services on the user’s income should be taken into account in assessing whether
charges should be levied for another service. The same charge assessment should normally
be applied in assessing charges for these services. Councils should take account of no more
than the full cost of providing the service, excluding costs associated with the purchasing
function and the costs of operating the charging system. It is a matter for councils to decide

whether to levy a contribution to costs or to seek to recover full costs, where possible.

2.7 Councils will need to consider inter alia whether to use the levels of charge to target
subsidy at priority users or services and whether charging full costs for some users will create
perverse financial incentives for them to enter residential care. Charges which reflect the costs
of services provided to users and are based on hours of service provided are generally
preferable to charges based on broad ‘usage’ bands, which can create perverse incentives and
spread subsidy unfairly. Councils will need to consider how to set the level of charges in

relation to the costs of the services provided to users.

2.8 Councils should be able to show that the charge or contribution is first and foremost
reasonable in accordance with section 17 of HASSASSA or with the Community Care,
Services for Carers and Children’s Services (Direct Payments) (England) Regulations 2003, as
the case may be.
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2.9 The resulting contribution should also be no more than is reasonably practicable for the

person to pay towards the service.

Where councils provide free and/or subsidised services

2.10 Councils have the discretion not to charge for services at all or to charge for services
selectively if they so wish. The Fairer Charging guidance gives guidance about exempting from

charges specific customer groups and councils should act in accordance with this.

2.11 The method outlined in the following section applies where councils provide free or
subsidised social services and decide to continue to do so. It is applicable whether or not the
person receives a direct payment as part of their personal budget. Examples 2 and 3 in
Appendix 2 illustrate the method.

2.12 Where councils wish to continue providing free or subsidised services and a portion of the
personal budget is going to be deployed on such services from the council or on their
equivalent services via direct payments it would be fair to exclude their value from any portion
of the personal budget to which a percentage is applied. In certain cases it will be mandatory to
exclude services from charging, for example community equipment and minor adaptations (see

para 7.1 below).

2.13 At first sight it might appear complicated to exclude the value of free or subsidised
services before applying the percentage to the balance of the personal budget. However, if a
blanket percentage charge were to be applied to a personal budget by a council that provided
free or subsidised services, and the personal budget holder decided that they wanted to
receive a direct payment rather than council services, the outcome is likely to be that that
person would be required to contribute more than a personal budget holder who decided to

use the services provided by the council.

2.14 In determining the chargeable amount, councils should separately calculate:
1) any chargeable amount for that part of the personal budget which is to be spent on services
which, or the equivalent of which, are not subsidised when provided by the council, ensuring

that non-personal budget holders are not treated less favourably than the budget holder and
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2) any chargeable amount for that part of the personal budget which is to be spent on services
which, or the equivalent of which, are subsidised services when provided by the council (based

on the council’s charging policy).

2.15 These two figures added together will give the maximum possible contribution to the
personal budget that the person might be asked to make, subject to any lower locally set
maximum contribution and the person’s available income. The following paragraphs explain

how this works.

2.16 Councils should apply the percentage calculated as in paragraph 2.4 across all non-
exempted client groups, to any portion of a personal budget that is to be spent on services
which when provided by the council are not subsidised. This gives the maximum possible
charge that the person might be required to pay towards that portion of the personal budget

that is to be spent on non-subsidised services or their equivalent via direct payments.

2.17 The maximum charge for that portion of the personal budget to be spent on services
which are subsidised by the council or their equivalent via direct payments is determined in
accordance with the council’s policy for charging for these services. Councils should be able to

show that both charges are reasonable in accordance with section 17 of HASSASSA.

2.18 The total maximum charge will be the total of the two amounts arrived at in paragraphs
2.14 and 2.15. This should be compared with the available income of the individual (calculated
in accordance with the Fairer Charging guidance) and any locally set lower maximum charge.
The person’s actual contribution will be the lower of these amounts. Councils should be able to
show that the resulting contribution is no more than is reasonably practicable for the person to

contribute to the personal budget.

3. Effect of contributions on individuals’ income

3.1 Regard should be paid to the effect of contributions on a user’s net income which should
not be reduced below the levels set out in the Fairer Charging guidance. As stated above no-
one should be expected to contribute any more than the financial assessment shows is
reasonably practicable for them to pay. Councils should ensure that their policy on Disability

Related Expenditure (DRE) is consistent with the Fairer Charging Guidance and transparent to
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service users. Councils might find it helpful to formulate their DRE policies in partnership with

local user groups.

3.2 Councils are reminded that section 17(3) of HASSASSA gives a user the right to ask the
council for a review of the charge which has been assessed, if the user considers that their

means are insufficient for it to be reasonably practicable for them to pay the charge.

3.3 Whatever decision is taken about the level at which future charging is to be set, councils
should assess the potential implications on service users and their carers to ensure that, where
appropriate, transitional measures can be put in place to mitigate the impact of any extreme

changes for service users and carers.

4. Collection of Contribution

4.1 A personal budget or portion of a personal budget may be taken as a direct payment.
Paragraphs 88 to 90 of the Community Care, Services for Carers and
Children’s Services (Direct Payments) Guidance England 2003 provide guidance on charging

for direct payments and refer to the Fairer Charging guidance.

4.2 The legislation on direct payments provides that with certain exceptions direct payments
must be made gross unless the council decides that they will be paid net. Councils may find
that paying personal budgets net of contribution provides for greater efficiency. Paying a
personal budget or a portion of a personal budget net of a person’s contribution means that the
recipient receives the balance of that personal budget allocation and is expected to contribute
the remainder. Where a council decides to pay a personal budget net of the person’s
contribution it should ensure that the person is clearly informed of the amount of the
contribution, and how both the personal budget and the contribution have been calculated, in

an accessible format. The guidance on direct payments provides further information on this.

4.3 There are some circumstances where it will not be appropriate or possible to pay a net
allocation to an individual. For example, where a service user has a personal budget a portion
of which is to be deployed on commissioned services, it is possible that the cash portion of
their personal budget will be less than their overall assessed contribution. In these cases a

contribution will still need to be collected from the individual. Councils will therefore need to
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retain a mechanism for collecting contributions from service users. Where a service user
challenges the amount of contribution they have been asked to pay a council may wish to

consider making payments gross until the matter has been resolved.

5. Consultation

5.1 Councils should consult as necessary on any proposed changes to their existing charging
policy in accordance with the Fairer Charging guidance. Councils might wish to allocate a
member of staff to be responsible for consultation to meet local user and carer groups and to

seek their views.

5.2 Councils will need to consider the impact upon their finances and those of their service
users. Whilst it is possible to make implementation for councils cost-neutral overall, it may not
be possible to isolate all service users from the impacts of the changes and consultation will be
necessary on fundamental changes. This could also happen where Councils intend to
introduce fundamental changes to the structure of charging and/or introduce policies which
result in significant and substantial changes for service users. Again, consultation would be

essential.

5.3 Councils should pay particular attention to DRE, Income Support/Guarantee Credit and the
buffer of 25% (or more) when setting their percentage, and consider the effect this will have on

individuals and their carers.

5.4 Councils have discretion as to how often they review the percentage applied to personal
budgets. In accordance with paragraph 105 of the Fairer Charging Guidance, the percentage
should not operate against the Government’s policy agendas for social care, to promote
independent living and social inclusion. It is important that consideration of charging policies is
not purely budget based, but takes account of service needs. The design of charging policies
needs to be sensitive to the variety of users’ circumstances and needs. The ways in which

charging policies are developed also need to be sensitive and to involve users and carers.

5.5 Councils are also reminded of the need to follow paragraph 107 of the Fairer Charging
Guidance when considering how best to manage the service and user contributions, to ensure

they are responsive to users’ needs. Required performance information includes client

13



Fairer Contributions guidance 2010

numbers and service levels; clients refusing/cutting down on services as a result of charging,
or asking for charges to be reviewed; levels and reasons for arrears; levels of client incomes,

in particular the take-up of different benefits; and cost of collection as a percentage of income.

6. Equality duties

6.1 Councils should meet their duties under equality legislation including the need to carry out
an Equality Impact Assessment on their policies and to involve disabled people, as required by
the Disability Equality Duty introduced by the Disability Discrimination Act 2005, in creating an

accessible contributions assessment process.

6.2 They should also ensure compliance with statutory obligations to monitor the effects of
their policies on equality, for example by monitoring service user contributions and user/carer

experience.

7. Further considerations

7.1 Community equipment and minor adaptations continue to be exempt from charging, in
accordance with the Community Care (Delayed Discharges etc) Act (Qualifying Services)
(England) Regulations 2003 and LAC (2003)14. After-care services provided under section
117 of the Mental Health Act 1983 also continue to be non-chargeable. Care must therefore be
taken to exclude from charging any portion of a personal budget that is to be spent on these
items or services. Similarly, a personal budget holder should not be expected to make a
financial contribution towards advice about the availability of services or for assessment,
including assessment of community care needs. Ongoing support such as payroll services

could be subject to a contribution.

7.2 (a) Where a council arranges for a personal budget holder to enter residential care or
directly provides such care, an assessment of ability to pay a charge is not required for the first
eight weeks, as stated in the National Assistance Act 1948 (“the 1948 Act”) and the Charging
for Residential Accommodation Guide (CRAG). In accordance with the 1948 Act and CRAG,
where councils nonetheless decide to undertake a financial assessment, it must be in

accordance with the National Assistance (Assessment of Resources) Regulations 1992.
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Where no financial assessment is undertaken, the charge made is the amount it appears

reasonable to the council for the resident to pay.

7.2(b) Similarly, where the personal budget holder receives a direct payment to purchase
residential care (which may not be of more than four consecutive weeks duration per year in
these circumstances), an assessment of ability to pay a charge is not required, as stated in the
Community Care, Services for Carers and Children’s Services (Direct Payments) (England)
Regulations 2009. In such cases, where councils nonetheless decide to undertake a financial
assessment, it should be in accordance with the National Assistance (Assessment of
Resources) Regulations 1992. Where no financial assessment is undertaken, the charge made

is the amount it appears reasonably practicable to the council for the resident to pay.

7.3 During the move to personal budgets, measures may need to be taken by the council to
ensure that they treat those who receive personal budgets as direct payments as they would
have treated them under the council's charging policy, if those people were to continue to be in
receipt of traditional care packages and the same principle of fairness applies to those who
hold personal budgets and those who do not. Any new policy should not produce a disincentive
to service users accessing personal budgets as direct payments or traditional packages by

having a more favourable regime for one or other.
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Appendix 1 Updated references to leqislative provisions — July 2009

Changes to references to Health Act partnerships

The arrangements previously referred to as “section 31 Health Act flexibilities” are now made
under the National Health Service Act 2006 (“the NHS Act 2006”).

Section 31 of the Health Act 1999 has been repealed and the arrangements it covered are now
made under section 75 of the NHS Act 2006.

Section 28A of the National Health Service Act 1977 (“the 1977 Act”) has also been repealed
and the power of PCTs to make payments to local authorities is now covered by section 256 of
the NHS Act 2006.

Section 28BB of the 1977 Act has been repealed and the power of local authorities to make
payments to NHS bodies is covered by section 76 of the NHS Act 2006. See further
Department of Health guidance at
http://www.dh.gov.uk/en/Healthcare/IntegratedCare/Healthact1999partnershiparrangements/D
H 363

Section 17 of the Health and Social Services and Social Security Adjudications Act 1983
has been amended and now reads as follows:

17 Charges for local authority services in England and Wales

(1) Subject to subsection (3) below, an authority providing a service to which this section
applies may recover such charge (if any) for it as they consider reasonable.

(2) This section applies to services provided under the following enactments—

(a) section 29 of the National Assistance Act 1948 (welfare arrangements for blind, deaf, dumb
and crippled persons etc);

(b) section 45(1) of the Health Services and Public Health Act 1968 (welfare of old

people);

(c) Schedule 20 to the National Health Service Act 2006 or Schedule 15 to the National Health
Service (Wales) Act 2006 (care of mothers and young children, prevention of illness and care
and after-care and home help and laundry facilities);

(d) section 8 of the Residential Homes Act 1980 (meals and recreation for old people); and

(e) paragraph 1 of Part Il of Schedule 9 to this Act other than the provision of services

for which payment may be required under section 22 or 26 of the National Assistance

Act 1948;

(f) section 2 of the Carers and Disabled Children Act 2000.

(3) If a person—

(a) avails himself of a service to which this section applies, and

(b) satisfies the authority providing the service that his means are insufficient for it to be
reasonably practicable for him to pay for the service the amount which he would

otherwise be obliged to pay for it, the authority shall not require him to pay more for it than it
appears to them that it is reasonably practicable for him to pay.

16



Fairer Contributions guidance 2010

(4) Any charge under this section may, without prejudice to any other method of recovery, be
recovered summarily as a civil debt.

(5) This section has effect subject to any regulations under section 15 of the Community Care
(Delayed Discharges etc) Act 2003 (power to require certain community care services and
services for carers to be free of charge).

Changes to DWP benefits mentioned in Fairer Charging Guidance

The references to War Disability Pension and War Widows Pension in paragraph 24 should be
amended to read ‘War Disability Pension or Armed Forces Compensation Scheme:
Guaranteed Income Payment’ and ‘War Widows Pension or Armed Forces Compensation
Scheme: Survivors Guaranteed Income Payment’ accordingly. Armed Forces Compensation
Scheme benefits only cover incidents that occurred after 6 April 2005; War Disability Pension
and War Widows Pension continue to be received by existing claimants.

The reference to Invalid Care Allowance (ICA) in paragraph 85 should be changed to read
‘Carers Allowance (CA)'. Please note that references to this superseded benefit also appears
in the footnote to Annex B section C and in Annex B section E of the 2003 Fairer Charging
guidance. Invalid Care Allowance has now been completely replaced with Carers Allowance.

From October 27 2008, Employment Support Allowance (ESA) replaced Incapacity Benefit and
Income Support paid on the grounds of incapacity for new claimants. Existing claimants before
that date continue to receive Incapacity Benefit and Income Support where appropriate. The
net levels of income below which service users should not be reduced still apply, however it
should be noted that the premiums for ESA differ slightly from those for Income Support. The
disability premium does not apply to ESA and instead there is a Support Component and a
Work Related Activity Component.

17



Fairer Contributions guidance 2010

Appendix 2 Examples of calculation of contributions

Example 1

80 year old man who lives alone. He owns his own house (no mortgage) and gets full Council
Tax Benefit. He has £5,000 in savings.

His personal budget is calculated at £100.00 per week and he has decided to let his council
commission all services for him.

His council, Council A, does not provide any free or subsidised services and uses 100% of the
allocated personal budget when calculating the chargeable amount; their charging policy only
takes 85% of available income into account.

Charging calculation

State Retirement Pension 95.25

Guarantee Credit? 87.60

Attendance Allowance 47.10

Total income 229.95

Deduct Income Support /

Guarantee Credit Threshold? 162.50

Deduct Disability Related Expenditure 20.00

Income available for charging 47.45 (229.95 less 182.50)
85% of this® 40.33

The £40.33 figure is compared with 100% of the amount of his personal Budget (£100.00) and
the client contribution will be the lower figure i.e. £40.33.

Example 2

75 year old lady who lives alone. She has housing costs of £25.00 per week. She is also liable
for Council Tax of £20.00 per week but gets £5.60 of this in Council Tax Benefit. She has
savings of £16,000. She doesn’t qualify for Guarantee or Savings Credit.

Her personal budget is calculated at £120.00 per week: £30.00 of this is used by her council
(Council B) to commission daycare, which is provided as a free service by Council B so is not
part of the chargeable amount; (Alternately this £30 is available to her as a direct payment free
of contribution if she wants to purchase the daycare herself) It is Council B’s policy to apply
90% to the remainder (£90.00) to determine the chargeable amount (= £81.00).

! Including an additional amount for severe disability (£52.85)
2 Standard minimum guarantee of pension credit + 25%
® In line with that particular council’s charging policy.
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Charging calculation

State Retirement Pension 95.25
Attendance Allowance 47.10
Occupational Pension 160.00
Tariff income* 8.00
Total income 310.35
Deduct Income Support /

Guarantee Credit Threshold 162.50
Deduct Disability Related Expenditure  15.00
Deduct mortgage interest 25.00
Deduct Council Tax 14.40
Income available for charging 93.45 (310.35 less 216.90)

The £93.45 figure is compared with the chargeable amount of her Personal Budget (£81.00)
and the client contribution will be the lower figure i.e. £81.00.

Example 3

A 38 year old man was involved in a road traffic accident 18 months ago. He lives on his own
in housing association accommodation and has housing costs paid and receives full Council
Tax Benefit. He has £3,400 in savings.

His personal budget is calculated at £280 per week. He deploys his PB on two services.
Service (A) is full cost if LA provides it and service (B) is subsidised if LA provides it. The value
of the subsidised service is £50 but the subsidy means he only pays £40. The calculation is as
follows:

Take out the value of the service B £50 from the PB - £280 - £50 = £230
Do a separate calculation of the contribution to the £50 i.e. £50 less £10 subsidy = £40.

Apply 100% (the percentage used by this council) to the remainder as it is to be spent on a
service which is charged for at full cost when provided by the council

=£230

So total max contribution is £230 + £40 = £270.

Charging calculation

Incapacity Benefit (incl. age addition)  96.35

Income Support 48.30
Middle Rate DLA Care 47.10
Total income 191.75

* Based upon £1 per £250 above the lower capital limit (£14,000)
19
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Deduct Income Support /

Guarantee Credit Threshold® 114.75
Deduct Disability Related Expenditure  30.00
Income available for charging 47.00 (191.75 less 144.75)

The £47.00 figure is compared with the maximum chargeable amount of his Personal Budget
(£270.00) and the client contribution will be the lower figure i.e. £47.00.

> Income Support, including disability premium + 25%
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