
 

 Page 1 of 22 

Factsheet 24 

Personal budgets and direct 
payments in social care 

November 2023 

About this factsheet 

This factsheet provides information about personal budgets and direct 

payments in the adult social care system.  

A personal budget 

/globalassets/age-uk/documents/factsheets/fs41_how_to_get_care_and_support_fcs.pdf?dtrk=true
/globalassets/age-uk/documents/factsheets/fs46_paying_for_care_and_support_at_home_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs46_paying_for_care_and_support_at_home_fcs.pdf
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1 Recent developments 

Local authority circular - LAC (DHSC) (2023) 1, published in February 

2023, increased the income thresholds in the financial assessment in 

line with inflation.

https://www.gov.uk/government/publications/social-care-charging-for-local-authorities-2023-to-2024/social-care-charging-for-care-and-support-local-authority-circular-lacdhsc20231
https://www.legislation.gov.uk/ukpga/2014/23/contents
https://www.gov.uk/government/publications/care-act-statutory-guidance/care-and-support-statutory-guidance
https://www.gov.uk/government/publications/care-act-statutory-guidance/care-and-support-statutory-guidance#Chapter10
https://www.gov.uk/government/publications/care-act-statutory-guidance/care-and-support-statutory-guidance#Chapter10
https://www.gov.uk/government/publications/care-act-statutory-guidance/care-and-support-statutory-guidance#Chapter11
https://www.gov.uk/government/publications/care-act-statutory-guidance/care-and-support-statutory-guidance#Chapter12
https://www.legislation.gov.uk/uksi/2014/2840/contents/made
https://www.legislation.gov.uk/uksi/2014/2840/contents/made
http://www.legislation.gov.uk/uksi/2014/2871/contents/made
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4 Getting assistance from the local authority

/globalassets/age-uk/documents/factsheets/fs41_how_to_get_care_and_support_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs76_intermediate_care_and_reablement_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs76_intermediate_care_and_reablement_fcs.pdf
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6 What is a personal budget? 

‘Personal budget’ is the term used to describe the overall cost of the care 
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7 Calculating your personal budget 

General principles for calculating a personal budget are set out in the Act 

and guidance. There are different local approaches in practice.  

Ready reckoner approach - the local authority identifies the number of 

hours of care and support need
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Local market conditions and meeting needs 

The personal budget amount must be based on the ‘cost to the local 

authority’ of meeting your assessed eligible needs that it must, or that it 

chooses, to meet. It specifies how much, if any, you must contribute to 

that cost based on the financial assessment and the remaining amount 

paid by the local authority.  

The guidance states:  

In establishing the ‘cost to the local authority’, consideration should 

therefore be given to local market intelligence and costs of local 

quality provision to ensure that the personal budget reflects local 

market conditions and that appropriate care that meets needs can be 

obtained for the amount specified in the [personal] budget.  

The reference to local market conditions as a gauge for personal 

budgets is important. Local authorities often contract at cheaper rates 

than individuals by bulk purchasing block contracts to drive down prices. 

The local authority must also consider the cost of care outside of its 

area, if this is part of meeting your eligible needs. For example, if the 

local authority is meeting your needs by arranging a care home, you may 

need this to be located out-of-area, so you are closer to a support 

network of family and friends. 

The local authority duty relates to meeting your eligible needs, not 

meeting them in a specified way. They must consider whether 

‘appropriate care that meets needs can be obtained for the amount 

specified in the budget’ in line with the guidance. 

Local authorities have a duty to promote the local market so there is a 

range of service providers and ‘a variety of high quality services to 

choose from’. However, the range and quality of services can depend on 

where you live and there may not be many choices in reality. 

Not just the cheapest option 

The emphasis in the guidance is on achieving sustainable care plans. It 

recognises this may not be achieved by opting for the cheapest option. It 

says decisions should ‘be based on outcomes and value for money, 

rather than purely financially motivated’.  

The local authority must explain how it arrived at your personal budget 

figure and why they believe this is sufficient to meet your eligible needs. 

If your needs are met by direct payments, consideration must be given 

as to whether the personal budget is sufficient for other costs associated 

with becoming an employer, including legal requirements such as 

National Insurance and pension contributions for employed carers.  

Local authorities can consider financial constraints when meeting eligible 

needs and may not agree, for example, to a direct payment request 

twice as expensive as a care home or directly commissioned care.  
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https://www.lgo.org.uk/
/globalassets/age-uk/documents/factsheets/fs59_how_to_resolve_problems_and_complain_about_social_care_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs59_how_to_resolve_problems_and_complain_about_social_care_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs41_how_to_get_care_and_support_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs41_how_to_get_care_and_support_fcs.pdf
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There are other rules about an ‘authorised person’ that include: 

⚫ an authorised person must notify the local authority if they think the adult 

receiving care support has regained mental capacity to decide whether 

or not they want a direct payment 

⚫ if the authorised person is not a friend involved in the provision of your 

care, partner or cohabiting close family member, a Disclosure and 

Barring Service (DBS) check must be carried out for any care staff they 

employ. The local authority must explain how DBS checks can be 

accessed. 

For more information about mental capacity, see factsheet 22, Arranging 

for someone to make decisions on your behalf. 

8.4 Restrictions on employing a partner or family member  

As a general rule, the direct payment regulations prevent you using 

direct payments to employ co-habiting family members to meet your care 

and support needs.  

This applies to your spouse, partner or civil partner, as well as relatives 

who live in your house. They are:  

⚫ parent or parent-in-law  

⚫ son or daughter, or son-in-law or daughter-in-law  

⚫ stepson or stepdaughter  

⚫ brother or sister  

⚫ aunt or uncle 

⚫ grandparent, or  

⚫ spouse, partner or civil partner of any of these people.  

An exception can apply if the local authority agree it is necessary to 
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Your care plan must include how your needs impact on 

https://www.disabilityrightsuk.org/how-we-can-help/helplines/independent-living-advice-line
http://www.gov.uk/employment-contracts-and-conditions
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The costs of becoming an employer must be recognised 

If you use a direct payment to employ one or more care workers or PA’s, 

it should cover all costs associated with being an employer. These 

include National Insurance contributions, holiday and sick pay, pension 

contributions, and potentially redundancy payments when their 

employment ends.  

It is necessary to take out insurance to cover employer’s liability. Your 

direct payment amount should take account of these basic legal 

requirements. 

Making pension contributions on behalf of your carer(s)  

You may have a legal duty as an employer to enrol your employees into 

a pension scheme and contribute towards their pensions, known as 

‘automatic enrolment’. If you currently employ a carer aged 22 or over 

https://www.thepensionsregulator.gov.uk/en/employers/


http://www.hmrc.gov.uk/calcs/esi.htm
http://disabilitytaxguide.org.uk/about/resources
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Whilst you can choose to use your direct payment in this way, the local 

authority should make you aware that equipment and small adaptations 

costing £1,000 or less must be provided free of charge, subject to them 

agreeing this is part of meeting your needs. More expensive adaptations 

are generally provided via means tested Disabled Facilities Grants, in 

conjunction with the housing department or district housing authority. 

There are Independent Living Centres (ILC) in some locations in 

England, with a range of equipment to try out and staff to give advice. 

Ask your local authority if a ILC covers your area. See factsheet 42, 

Disability equipment and home adaptations, for more information.  

8.11 Review of your arrangements  

Your case must be reviewed within the first six months and at least 

annually after that. If the local authority has reason to believe there are 

problems with the direct payment, they might review it more frequently 

than this. The purpose is to ensure you are managing the direct payment 

and complying with conditions attached to it.  

For example, do they need to check that you are meeting obligations as 

an employer, such as deducting PAYE income tax and National 

Insurance contributions from wages? 

The guidance says the first review should be ‘light touch’ and designed 

to ensure you are comfortable using the direct payment and to check you 

are not experiencing initial problems. Your carer and any authorised or 

nominated person are involved in the review as well as you. You can ask 

for anyone else to be involved if you want.  

As well as providing an opportunity for the local authority to make sure 

the system is working smoothly, it is also an opportunity for you to raise 

any concerns you may have and to ask any questions.  

It is important to remember you are free to change your mind. If you feel 

the direct payment is not right for you, you can ask the local authority to 

arrange care services for you instead. You can also ask for a review 

assessment at any time. 

8.12 Terminating direct payments 

You may want to stop having direct payments because it is not working 

for you. Alternatively, the local authority may end your direct payment. If 

you want to finish your direct payment arrangement, contact the local 

authority and ask for a review of your care plan and direct payment 

arrangement. If there is a crisis, explain why and ask for the review to be 

undertaken urgently. 

Unless you work closely with a support organisation, it is probably not a 

good idea to terminate contracts with any staff you employ without 

getting advice, to ensure you do not incur unnecessary liability. 

/globalassets/age-uk/documents/factsheets/fs42_disability_equipment_and_home_adaptations_fcs.pdf
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/globalassets/age-uk/documents/factsheets/fs44_nhs_services_fcs.pdf


/globalassets/age-uk/documents/factsheets/fs59_how_to_resolve_problems_and_complain_about_social_care_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs59_how_to_resolve_problems_and_complain_about_social_care_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs78_safeguarding_older_people_from_abuse_fcs.pdf
/globalassets/age-uk/documents/factsheets/fs78_safeguarding_older_people_from_abuse_fcs.pdf
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Useful organisations 

Care Quality Commission  

www.cqc.org.uk/ 

Telephone 03000 616 161  

Independent regulator of adult health and social care services in 

England, whether provided by NHS, local authorities, private companies 

or voluntary organisations, and people detained under the Mental Health 

Act. They assess how local authorities meet their duties under the Care 

Act 2014. 

Carers UK 

www.carersuk.org  

Telephone 0808 808 7777  

Information, advice and support for carers, including information about 

benefits. 

Citizens Advice  

www.citizensadvice.org.uk 

Telephone 0800 144 8848  

National network of advice centres offering free, confidential, 

independent advice, face to face or by telephone.  

Disability Rights UK 

www.disabilityrightsuk.org 

Telephone 0330 995 0400  

Personal Budgets Help Line 0330 995 0404 (9.30am -1.00pm Tuesday 

and Thursday) 

Advice and information about personal budgets, direct payments and 

personal assistance. 

HM Revenue & Customs 

www.hmrc.gov.uk 

Telephone 0300 200 3200  

Helpline providing information to those considering becoming employers.  

Pensions Regulator (The) 

www.thepensionsregulator.gov.uk/en/employers/ 

Telephone 0345 600 1011 

Information for employers about their duties to automatically enrol their 

employees into a pension scheme. 
  

http://www.cqc.org.uk/
http://www.carersuk.org/
http://www.citizensadvice.org.uk/
http://www.disabilityrightsuk.org/
http://www.hmrc.gov.uk/
http://www.thepensionsregulator.gov.uk/en/employers/
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Age UK 

Age UK provides advice and information for people in later life through 

our Age UK Advice line, publications and online. Call Age UK Advice to 

find out whether there is a local Age UK near you, and to order free 

copies of our information guides and factsheets. 

Age UK Advice 

www.ageuk.org.uk  

0800 169 65 65 

Lines are open seven days a week from 8.00am to 7.00pm 

In Wales contact 

Age Cymru Advice 

www.agecymru.org.uk  

0300 303 4498 

In Northern Ireland contact 

Age NI 

www.ageni.org  

0808 808 7575 

In Scotland contact  

Age Scotland 

www.agescotland.org.uk  

0800 124 4222  

Support our work 

We rely on donations from our supporters to provide our guides and 

factsheets for free. If you would like to help us continue to provide vital 

services, support, information and advice, please make a donation today 

by visiting www.ageuk.org.uk/donate or by calling 0800 169 87 87. 

  

http://www.ageuk.org.uk/
http://www.agecymru.org.uk/
http://www.ageni.org/
http://www.agescotland.org.uk/
http://www.ageuk.org.uk/donate
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Our publications are available in large print and 

audio formats 

Next update November 2024 

The evidence sources used to create this factsheet are available on 

request. Contact resources@ageuk.org.uk  

mailto:resources@ageuk.org.uk

