Sent on behalf of Tim Golby
Dear care home provider

Re: Care home fees 2021/22

This letter details my decision, following the consultation, setting the fee uplift for the
Devon County Council (DCC) personalised fee model and banded fee model rates
applicable to the Residential and Nursing Home Care Pre-Placement Agreement
(Adults), and the non-banded fee rates for the financial year 2021/22.

Residential and Nursing Fee Uplift — consultation proposal

On the 27" January, the consultation papers were distributed to Care Home providers
and proposed:

Personalised Fee Model Rates
The personalised fee model is constructed of two principal fee elements, plus Funded
Nursing Care (FNC) if the person is in a Care Home with a Nursing bed and is agreed
by the Devon Clinical Commissioning Group (CCG) as meeting the FNC criteria.
These elements are:
1. A fixed amount to cover accommodation and associated costs
2. The personalised eligible hours identified by the Resource Allocation System
(RAS) — the Care Hours
Inflation has been applied to the Accommodation Cost and the Care Hours rate as
follows:
e Accommodation cost inflation
The Council proposed applying relevant components of the Consumer Price
Index (CPI) as at September 2020 and relevant components of the ONS
Average Weekly Earnings Index to fixed cost elements as per the existing fee
model. These proposals increased the residential accommodation payment by
1.19% from £325 to £329 and nursing accommodation payment by 1.13% from
£344 to £347 per week.

e Care hour inflation
The Council proposed applying the National Living Wage (NLW) percentage
increase of 2.2% due in April 2021 (NLW is increasing from £8.72 to £8.91).
We proposed that Agency and Training backfill values would be adjusted in line
with pay changes proposed. The proposed increase for care hour inflation

element being 2.35%, increasing the hourly rate from £11.92 to £12.20.



Banded Rates

The Council proposed the following banded fee levels for 2021/22:

(Including Funded
Nursing Care)

Standard Enhanced Standgrd * Enhanged *
nursing nursing
£ per . . .
; £ per resident £ per resident £ per resident
resident per
per week per week per week
week
2020/21 rates
(Excluding Funded £545.00 £584.00 £579.44 £612.44
Nursing Care)
Rate Change %age 1.47% 1.71% 1.32% 1.41%
Rate Change +/- £8.00 £10.00 £7.64 £8.64
Proposed
2021/22 rates
(Excluding Funded £553.00 £594.00 £587.08 £621.08
Nursing Care)
2021/22
Funded Nursing Care n/a n/a £183.92 £183.92
Proposed
2021/22
Banded rates £553.00 £594.00 £771.00 £805.00

Non-banded fee levels

Non-banded fees are, by definition, negotiated individually to reflect the specific needs

of each placement. The Council proposed inflation of 1.48% as calculated by our

approach to banded fees.

NB This proposal related to social care only.




Responses to Consultation 2021/22

The 2021/22 consultation documentation was sent to consultees on 27" January 2021
with a response date of midnight, 23" February 2021.

We received 13 responses from individual providers, and 1 response from Devon Care
Home Collaborative, who themselves had undertaken a survey with its members, and
it reflects on discrete aspects of the proposal.

Due to the range and quantity of responses they have been themed. If they were not
specific to the items being consulted, they have not been included, though they will be
considered as part of our recommissioning.

| have given these themes due regard and set out my responses in Appendix 1.

Inflationary Uplift Decision

Having carefully considered all responses to this consultation, | have decided to accept
some changes to the final fee model. These are detailed in the section below, and the
rationale for these changes are described in Appendix 1.

The remaining elements of the proposal are considered to be fair and reasonable and

| have taken the decision that they will be implemented as proposed.

Once the longer-term impacts of the Covidl9 pandemic and Brexit are better
understood | recognise that further market pressures could be experienced by
providers. A more detailed review of such matters may be required in 2021/22 working

in collaboration with our care home sector.

| can therefore confirm that the fee levels for existing business from 5" April 2021, will

be as detailed below:

Personalised Fee Model Rates
e Accommodation cost inflation
The Council will apply relevant components of the Consumer Price Index (CPI)
as at September 2020 and relevant components of the ONS Average Weekly

Earnings Index to fixed cost elements as per the existing fee model with



adjustments made as outlined in Appendix 1. These increase the residential

accommodation payment by 2.64% from £325 to £334 and nursing

accommodation payment by 2.50% from £344 to £352 per week.

e Care hour inflation

The Council will apply the National Living Wage (NLW) percentage increase of
2.2% due in April 2021 (NLW is increasing from £8.72 to £8.91). Agency and
Training backfill values will be adjusted in line with pay changes. The increase

for care hour inflation element is 2.35%, increasing the hourly rate from £11.92

to £12.20.

A more detailed breakdown of the personalised fee model is included in Appendix 2.

Banded Fee Model Rates

(Including Funded
Nursing Care)

Standard Enhanced Standgrd * Enhan_ced *
nursing nursing
£ per . . .
; £ per resident £ per resident £ per resident
resident per
per week per week per week
week
2020/21 rates
(Excluding Funded £545.00 £584.00 £579.44 £612.44
Nursing Care)
Rate Change %age 2.39% 2.40% 2.01% 2.06%
Rate Change +/- £13.00 £14.00 £11.64 £12.64
2021/22 rates
(Excluding Funded £558.00 £598.00 £591.08 £625.08
Nursing Care)
2021/22
Funded Nursing Care n/a n/a £187.60 £187.60
2021/22
Banded rates £558.00 £598.00 £778.68 £812.68

Non banded fee Levels

In the case of non-banded fees, the Council will apply an uplift rate of 2.21%.

Health Funded Placemen

ts

As NHS Funded placements made by NHS Devon Clinical Commissioning Group

(CCG) are not paid at a banded rate nor the personalised fee model, the CCG will

apply the non-banded fee increase of 2.21% to all existing placements.




As providers will be aware, the CCG has supported the payment of an enhanced
discharge rate for all new placements made for individuals on discharge for hospital.
These rates are £825 for non-nursing placements and £1200 for nursing placements.
These rates were set at an inflated rate in order to support system flow during the
Covid19 pandemic and reflect pressures providers were facing. It is anticipated that
the current Discharge to Assess pathways will remain in place for up to a further 3
months and therefore the CCG will retain these enhanced rates at their existing level
during this time. These rates will remain under review and the CCG will work with
provider colleagues in the coming months to review and better understand the fee
setting process and costs associated with hospital discharge placements. The rates
may be withdrawn or varied at a future date, however, the CCG will ensure any removal
or change to these rates (which would be applicable to new discharges only) are

communicated to the care home sector in advance of their withdrawal/change.

Funded Nursing Care (FNC)

The Department of Health & Social Care have announced Funded Nursing Care will
increase by 2% from £183.92 to £187.60 per week from April 2021. This is reflected in
the fee tables in this document and will be applied to payments from week commencing
Monday 29 March 2021.

These uplifts do not apply to:

e Market premia and third-party ‘top up’ payments
The increases do not apply to any individually negotiated Market Premium or
Third-Party Top Up contained within any contracted price paid. Such payments
are a response either to localised market conditions or are additional to eligible

care needs respectively.

e Targeted support payments
These payments are of an individual and time limited nature and therefore DCC

will not apply a general inflation uplift in respect of these elements.

e Care Homes outside of the Devon County Council area
These only relate to care homes within the administrative area of Devon County

Council. Each local authority determines the inflationary increase as it applies



to their area and Devon County Council takes account of that rate when asked

for any increase by providers outside of its administrative area.

o Enhanced discharge rates
These rates will remain unchanged at £825 per week non nursing placements

and £1200 per week for nursing placements.

The uplift that has been determined following consultation will be applied from

51 April 2021, and payments back dated accordingly.

Yours faithfully
1. S. Gt

Tim Golby
Joint Associate Director of Commissioning



Appendix 1
The provider responses to the consultation have been detailed below in a thematic

manner, with the Councils’ responses to each.

Response (T = Thematic response from providers)

T1: The proposal included modelling where a negative inflator had been applied in

line with CPI figures. Whilst DCC considers that inflationary indicators linked to CPI

(whether negative or not) ought to be appropriate method of calculating variations in

the costs of providing residential care, it acknowledges that the experience of some

individual providers was that these costs may have in fact increased, key areas were

catering, cleaning services and some utilities.

DCC response: As the experience of some providers was that these costs may have

in fact increased, DCC carefully considered and acknowledged the concerns raised

responses and is prepared, during this unique period, to use discretion to deviate

from the inflationary figures as follows

e Increase to the cost figure for food by 3% which is an increase of £0.88 from
£29.34 to £30.22 per bed week. CPI food components is a national data
statistic with known credibility and reliability. However, we considered that it is
possible that some providers have experienced food cost increases above
CPI component for food, even though CPI component for food should be
representative overall. We consider that some of the large increases cited by
providers of 16% and 23% are highly volatile and likely to be indicative of
individual purchasing and contract volatility rather than the wider cost of food.
3% was a figure repeated more than once in the responses and recognises
some stated increase in such costs in circumstances where the figures
provided are relatively inconsistent and not universally recognised across all
or even the majority of providers.
¢ Increase water by 1% and Electric/Gas/Fuel by 3.5%. Along with telephone at

3.2% is an increase by an aggregate of 2.56%, from £29.16 to £29.91 per bed
week. An increase of £0.75. CPI individual utilities components is a national
data statistic with known credibility and reliability. 3 providers have indicated
that they have experienced cost increases. Some of the figures are significant
cost increases and are far removed from the national CPI dataset and so are
more likely to be due to volatile individual purchasing arrangements rather
than representative of general price movements for the whole market. A total

of 3 responses is considered anecdotal and it is impossible to conclude if



there is a general cost pressure in these areas across the whole market.
Notwithstanding, to support providers, we have proposed to move from
significant negative CPI component indices to plausible increases put forward
by provider responses to the consultation, namely +1% for water (up from -
3.3%) and +3.5% for electricity and gas (up from -6.8%).

¢ It should be noted that all figures quoted in consultation responses are taken
at face value and have not been tested nor has further assurance on validity

been sought.

T2: Insurance premiums have increased significantly, and a wide range of
percentages were shared.

DCC response: DCC recognises that the insurance provider market has contracted
significantly since the start of the pandemic and accepts that the costs of necessary
policies has increased as a direct result of this. It is accepted therefore that CPI
would not necessarily represent an accurate reflection of such increased costs and
DCC agrees to recognise this by making a substantial deviation from existing CPI
figures having reviewed the sums stated within consultation responses. Accordingly,
DCC will increase the insurance element of the ‘Other Non-Staff expenses’ by 27%
£5.91 to £7.51 per bed week. 27% is the median of all responses received in
recognition that this is a specific area of cost pressure than can, to a degree, be
empirically demonstrated across the sector. The remaining non staff costs will be
increased by overall CPI 0.5%. When you bring the figures back together this is an
increase of £1.77 from £39.59 to £41.36 per bed week.

T3: Many indicate the cliff edge of grant funding cessation will cause a deficit from
the 315 March 2021, both from the Infection Control Grant and hospital discharge
scheme (rates).

DCC response: The DHSC have indicated the hospital discharge scheme will be
extended for up to a further 3 months, in this instance the 2 health funded rates of
£825 per week for residential and £1200 per week for nursing will continue for this
period (the rates will not be inflated). On the 29 March, 2021 the Department of
Health & Social Care provided details of the extension of the Infection Control and
Rapid Testing Fund through to 30 June, 2021. Grant funding will be distributed
appropriately and in accordance with the national guidance.

Once the longer-term impact of the Covid19 pandemic and Brexit are better

understood the possibility is recognised that further market pressures could be



experienced by providers. A more detailed review of such matters may be required in

2021/22 working in collaboration with our care home sector.

T4: Covid19 pandemic funding arrangements such as PPE and IPC, and the
likelihood of retaining this need unfunded for the foreseeable future will have a huge
impact.

DCC response: The national Clipper scheme has been extended to the end of June,
with a review planned for April to determine the longevity of the scheme. On 18"
March 2021 the Government has announced £341m further funding to support
Infection Prevention Control and testing with the grant terms and conditions to follow.
The Council will closely monitor the national offer for IPC and PPE and engage with
the care home sector to identify on going challenges. This is not built into the fee

model for the financial year 2021/22.

T5: The use of CPI @0.6% to uplift the Accommodation related elements is not
representative of the care home sector’s experience.

DCC response:

Government typically use CPI September to September when setting increases in
benefits for the forthcoming financial year, and DCC has mirrored this approach in
recent years of using September CPI for calculating changes to components of care
home fee levels. To arbitrarily change the basis month would distort the consistency
of inflation application year to year — for example changing to a more recent basis
month with a higher inflation figure would lead to a higher increase this year, and a
lower inflation figure the following year.

We have, as in previous years, used the inflation index of specific components of CPI
(for example, food costs) in order to apply cost specific rates of inflation to specific
components of the fee model. General CPI is only applied to a limited number of
components of the fee model where no recognised industry specific inflation statistic

exists.

T6: The banded fee rates do not meet the cost of care.

DCC response: The Council considers that the banded fee model remains a valid
calculation for cost of care and the fees have been appropriately uplifted year on year
since its inception. In many instances the banded fee rates have additional financial
support attributed to the package of care such as market premiums and targeted
support payments. The council remains committed to transitioning the remaining

banded fee contracts to the personalised fee models throughout the course of the



financial year 2021/22. However, given the complexity of accurately calculating the
personalised hours in each individual case, additional time is required to achieve this,

due to the resource implications for frontline social care teams.

T7: National Living Wage is referenced as not meeting the need in recognising the
role of care staff, and that there is a wide range of salary levels that should be
considered, not just that of the care worker.

DCC response: DCC will not be adjusting the cost of care set out in the proposal.
The personalised fee model calculates a composite hourly rate of £9.54 per hour for
care staff, this exceeds the NLW and rates already allow for all staff (regardless of
age) to be paid at the highest level of NMW (the National Living Wage) and does not
incorporate any reduction for the fact that the Regulations permit employers to pay
staff aged 24 or under at a substantially lower rate if they wish to do so. The Council
is committed to working with providers to make representations to central
government to seek better pay conditions for the care workforce — this is known as
the Love Care programme.

T8: The impact on staff recruitment and retention difficulties.

DCC response: In further support of recruitment into the social care workforce the
Council has extended its Proud to Care campaign until June 2021. Providers can
access this service free of charge. Recruitment and retention is also a key feature of
the Love Care programme. The Council has funded a programme to offer the
nationally recognised Care Friends app to providers who would like to sign up,

covering set up costs and a year’s licence included.

T9: That agency staff are required to backfill recruitment shortfall, and this attracts a
higher fee.

DCC response: The fee allows for agency costs of 1.5% within the care hour. The
Council recognises that during the pandemic extra agency resources have been
required to support services, this is a Covid19 issue and specific funding has already
been allocated to address such matters in line with Government grant arrangements.
A detailed review of the longer-term implications on the care home sector may be
required in 2021/22 working in collaboration with our care home sector, additional
funding sources have also been made available during the pandemic to support with

such costs.
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T10: Some indicate their occupancy, and the lack of trust in families to place in their
home, will take a year or more to recover.

DCC response: The Council will work in collaboration with the care home sector to
better understand if there are longer term trends in consumer behaviour and to better
understand the impact.

T11: Not an accurate consideration for backfill when staff require essential training,

which is increasing with the complexities in people coming to the home

DCC response: Training backfill is 1.3% and is included in the hourly rate.
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Appendix 2

Personalised Fee Model Rates

Brief explanation

Without Nursing

With Nursing

£ per resident

£ per resident

per week per week
A) Staff salaries plus employer’s on-costs
Funded Nursing Care Nationally mandated figure £0.00 £187.60
2021/22
Care assistant staff cost £9.54 per hour + 24.2% on-costs: Number of hours Number of
per resident (including e NI7.2% set according to hours set

activities)

e Pension 3%

e Working time directive minimum holiday pay
12%

e Sick Pay 2%.

need

e.g. 22 hours x
£12.20 per hour =

according to
need

e.g. 22 hours x

e Training backfill 1.3% £268.40 £12.20 per hour
e Agency staff allowance - care workers 1.5%. =£268.40
Total hourly rate £12.20
ACCOMMODATION
Catering, cleaning and £ per bed per week allocation - domestic, £75.35 £75.35
laundry staff cleaning, laundry & catering staff.
Management / £ per bed per week allocation - management, £71.85 £71.85
administration / admin, reception staff.
reception/head office
support staff
B) Repairs, replacements | Expenditure incurred in maintaining a care home | £31.70 £31.70
and maintenance and its fixtures and fittings in a steady state.
C) Other non-staff costs
Food £30.22 £30.22
Utilities (gas, oil, electricity, . £29.91 £29.91
water, telephone) CPI components:
Water 37%
Electric, gas and other fuel 59%
Telephone 4%
Other Non-Staff Costs There are low value cost headings which vary £41.36 £41.36
from service to service e.g. handyperson, minor
maintenance trade person, gardening, insurance
premiums, medical supplies, equipment
rental/lease, CQC registration fees, DBS
checks, advertising and recruitment. These are
grouped here.
D) Return on capital e Based on a bed value of £50,000 and £53.32 £71.73

weighted average cost of capital (WACC)

Totals (rounded)

£334 per bed per
week

£352 per bed
per week
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