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Dear Professor Green

Thank you for your letter of 10" May 2021 regarding care fees. | have attempted to
provide a response to your questions in the narrative below.

As stated in my previous letter the Council fully embraces the principles of collaborative
working and | would be very happy to arrange a meeting to discuss the local care market
and our approaches to commissioning care and shaping the wider care market.

Your letter states that care providers were given a 1.9% fee uplift in 2021/22. The Council
did, in fact, uplift its standard contract rates for care home providers by 6%. There will,
however, be some providers who did not receive the full 6% since they were already paid
above the Council’s standard contract rates.

Cheshire East Council now operates a Dynamic Purchasing System (DPS) for providers of
Accommodation with Care, which allows care homes to submit a weekly rate to deliver
care based on their financial and business models and with a view to anticipated future
cost increases. In commissioning care in this way, the Council is to a large extent
enabling the market to determine the most appropriate and cost effective weekly rate for
the care home placement. Consequently, many newly commissioned care home
placements exceed the historic and new standard contract rates and in uplifting the
standard rate by 6% the Council is seeking to bridge the funding gap between placements
commissioned prior to the DPS and those after the DPS was introduced.

In determining the uplift on the standard rate for 2020/21, the Council took into account a
number of factors including its own financial position, how the Council’s standard rates

compared with neighbouring and similar Authorities and the number of placements that
were still delivered on the historical rates as well as the views of local care providers.
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The Council ran a number of fee engagement sessions with care providers in February
2020, just prior to the first lockdown, and the views of the market on current and likely
future cost pressures were taken into account in determining the proposed fee increase.
There was a further engagement exercise undertaken in Autumn 2020 as part of the
Council’s formal budget consultation and care providers were encouraged to formally
respond via the published channels. The fee increase was approved as part of the
Council’'s Medium Term Financial Strategy by Cabinet in February 2021 and ratified by full
Council in March 2021.

The Council fully recognises the impact that the pandemic has had on care home
providers and providers have been supported via a number of funding streams as set out
in my previous letter. This includes payments for the additional costs of PPE and local
authority financial support which could be used for a range of impacts including void costs
as well as Central Government funding via 3 rounds of Infection Prevention Control
funding, 2 rounds of Rapid Testing funding and the Workforce Capacity Grant.

Cheshire East has a strong self funded care market, with only around 30% of placements
commissioned by the Council in the 97 care homes in the Borough. It remains to be seen
what the impact of the pandemic will have on long term demand for residential care,
however, we are already seeing some care providers reviewing their portfolios locally.

The Council intends to commission an independent review of care fees for 2022/23. It is
anticipated that this will take account of prevailing occupancy levels. However, there is a
balance to be struck between sustaining a care home market which is in a temporary
slump but will eventually recover as opposed to artificially propping up a market which
may be in longer term decline due to reduced demand and surplus or outdated stock and
where continuous investment may not provide value for money for the public purse.

These are challenging issues that will need to be explored further with care providers over
the coming months and on which we would also welcome your views as a trusted
advocate for the market. As stated above we are more than happy to meet with you to
discuss these issues.

Yours sincerely

Nichola Thompson
Director of Commissioning and Transformation
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