Dr Richard Harling

Director of Health & Care

Staffordshire County Council

No 1 Staffordshire Place

Stafford

ST16 2LP

oppdcommissioning@staffordshire.gov.uk

Postal Address:

Staffordshire Place 2, Tipping Street, Stafford, ST16 2DH

Our Ref: RH/CH2/TMF 16 April 2020

Dear Provider
Re: Discretionary Fee Review — Residential and Nursing Care Home Placements 2020-21
Introduction

| am writing to confirm the Council’s Discretionary Fee Review for 2020/21. | apologise this
decision has been delayed: this has been to allow us to take into account the impact of the
coronavirus COVID-19 epidemic and the financial sustainability measures that we have written to
you about previously.

The care home sector continues to play a key role in caring for the most vulnerable people in our
communities. Please pass on my thanks to all your staff and care workers who | know are going
above and beyond in providing these vital services at the present time.

COVID-19 Financial sustainability measures

The Council wants to support the care sector during these unique times. So far we have offered a
range financial sustainability measures to care providers and care homes located within
Staffordshire, as a temporary measure over the next three months. These are detailed in my
letter of 24 March 2020. They include payment of lump sums in respect of extra costs for
essential workers, and increased costs from higher use of agency staff for the three month
period. These lump sums will be paid as shown in Table 1.
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Table 1: Impact of COVID-19 financial sustainability measures for providers

Number of beds | Lump sum in respect of Lump sum in respect of Total lump sum
extra costs for essential higher use of agency staff
workers
Up to 50 4976 19,536 24,512
51-85 9953 39,072 49,025
86+ 14,929 58,608 73,537

This support has been agreed in recognition of the Council’s duty to ensure market sustainability
within its administrative area and does not apply to care homes located in other areas, as the
duty rests with the host local authority.

We want to go further, and therefore this year’s discretionary fee review includes a higher than
normal uplift in recognition of the impact of coronavirus COVID-19.

Discretionary fee review

The Council’s care home contracts do not require an annual review of fees but do give the
Council the discretion to undertake a review and offer an uplift. As part of the discretionary fee
review for 2020/21 the Council’s provisional offer to providers was the choice of two options:

Option 1: A 2% rate increase to all placements that do not exceed the relevant lot reference
rate and with a commencement date prior 1/04/2019. Nil for those that exceed the relevant
reference rate.

Option 2: For placements with a commencement date prior 1/04/2019 3.5% increase if current
weekly care cost is below relevant reference rate and 1.5% if current weekly care cost within
relevant reference rate. Nil for those that exceed the relevant reference rate.

We received feedback to a questionnaire as well as written representations from providers, and
these responses have all been considered.

We considered the cost pressures facing the market and our duty to ensure market sustainability
as well as our legal requirement to live within the balanced budget set by the Council. The cost of
new placements for older people has been rising rapidly. This means that the average cost of all
placements has increased by 6% for residential and 11% for nursing care (per annum) since the
introduction of The Care Act. The market has therefore received a substantial uplift in overall fees
and this was taken into account during this process. The conclusion of this was that the Council
should offer fee uplift Option 2.

Enhanced fee uplift as a result of COVID-19

In recognition of the cost pressures facing the market due to the impact of coronavirus COVID-
19, we concluded that the Council should offer an enhancement to theifee uplift by
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¢ Increasing the fee uplift to be offered by 2.79% in line with the actual cost of inflation.
e Applying the fee uplift to all placements made before 01/04/2019 regardless of reference
rate levels.

We have calculated the cost of inflation using the methodology shown in Table 2.

Table 2: calculating the cost of inflation

Staffing: Non-Staffing: Composite Rate:
78% of total costs 22% of total costs 2.79%
Increases by average Increases by CP1 of 1.7%

earnings rate of 3.1%

Source:

% split - Lainge & Buisson
Average Earnings — Wage Growth, Office of National Statistics
CPI - Consumer Price Index

Therefore the Council will offer an uplift of 2.79% for all care home placements with a
commencement date prior to 01/04/2019. This will apply from 05 April 2020.

The combined impact of the COVID-19 financial sustainability measures and fee uplift is shown in
Table 3.

Table 3: impact of COVID-19 financial sustainability measures and fee uplift for care
homes

Additional funding in 2020/21 | Additional funding | Total additional
as a result of financial in 2020/21 as a funding in 2020/21
sustainability measures result of fee uplift
£6.692m £2.625 £9.317
Payment

We are currently prioritising paying providers through emergency processes and implementing
the financial stability measures. This will result in the fee uplift being retrospectively applied to
payments in June, to include any backdated amounts due.

Note that in order to make this enhanced offer the Council will be utilising some of the funding
identified in its Medium Term Financial Strategy for 2021/22. This means that Council’s ability to
offer a fee uplift in 2021/22 may be constrained.

Yours sincerely
/f/"’ = ’ L

Richard Harling J
Director of Health & Care A



