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Summary of main issues 

1. The report seeks the Director of Adults and Health approval for interim uplift payments to 
the residential and nursing care fees of 2% for the period from the 20th December 2016 
to the 31st March 2017 and then a further 2% from April 1st 2017 to December 19th 2017 
whilst the Cost of Care exercise is completed for this period.  

2. A procurement process was undertaken to employ external consultants to lead on a new 
Cost of Care exercise in order to develop a new fair affordable fee that will be utilised in 
the new Older People Residential and Nursing Framework contract and, following 
evaluation of the bids received, Mazars were appointed as an external consultant to carry 
out the cost of care analysis. 

3. Mazars submitted their final report and negotiations are currently ongoing to establish a 
final fee structure. However, due to financial pressures from significant increases in cost 
relating to National Living Wage, pensions and national insurance, care providers on the 
Older People Residential and Nursing framework contract requested an interim payment 
whilst the final uplift is agreed following completion of negotiations. 

Recommendations

1. The report seeks the Director of Adults and Health approval for interim uplift 
payments to the Older People residential and nursing care fees of 2% for the period from 



the 20th December 2016 to the 31st March 2017 and then a further 2% from April 1st 2017 
to December 19th 2017 whilst the Cost of Care exercise is completed for this period.  

2. The Head of Contracts and Business Development, Adults and Health will implement 
this decision directly after it has been taken, subject to the necessary clearance process 
being completed, by issuing relevant letters to the organisations informing them of the 
increase and making the backdated payments for the new fees to all relevant care 
homes within the Leeds City boundary.  

1 Purpose of this report

1.1 The report seeks to the Director of Adults and Health approval for interim uplift 
payments to the Older Peoples residential and nursing care fees of 2% for the period 
from the 20th December 2016 to the 31st March 2017 and then a further 2% from 
April 1st 2017 to December 19th 2017 whilst the Cost of Care exercise is completed 
for this period. 

2 Background information

2.1 The council currently has a framework contract in place for care homes which is now 
in its final year. This contract was let in December 2012 for a five year period.  

2.2 Within the contract the process for setting new fees states that the annual review 
would take due regard of the percentage change in ‘actual cost’ experienced by 
providers. This process involved the providers submitting an annual return which 
would show variations on each of their cost elements which made up the direct and 
indirect costs. The cost of capital used in the calculation of the fee was excluded 
from the review process as this would remain fixed throughout the life of the 
framework contract.

2.3 A cost of care template was developed which allowed providers to submit their 
actual costs variations as part of the review process. The contract stated that where 
a provider failed to submit their return during the review period, then it would be 
presumed that that provider had sustained no increase in their cost base.

2.4 The contract also stated that after reviewing all the evidence and taking due regard 
of the annual local government finance settlement made to the Council, the Council 
would inform providers of any decision taken to amend the price and this would 
apply to all providers from the anniversary of the framework contract.



3 Main issues
3.1 Since the contract was let, the Care Act 2014 has been introduced which sets out 

guidance for local authorities around market shaping and commissioning of adult 
care and support. Within section 4.35 of the guide it states: 

3.2 “Local authorities should consider the impact of their own activities on the market 
as a whole, in particular the potential impact of their commissioning and re-
commissioning decisions, and how services are packaged or combined for 
tendering, and where they may also be a supplier of care and support. The local 
authority may be the most significant purchaser of care and support in an area, 
and therefore its approach to commissioning will have an impact beyond those 
services which it contracts. Local authorities must not undertake any actions which 
may threaten the sustainability of the market as a whole, that is, the pool of 
providers able to deliver services of an appropriate quality, for example, by setting 
the fee levels below an amount which is not sustainable for providers in the long-
term.” 

3.3 In March 2016, the legal advisors of Leeds Care Association wrote to the Council 
pointing out that by applying the uplift formula in the contract, the Council would 
not be complying with its duties under the Care Act. Legal advice was sought and 
it was agreed that the council would work with the LCA to establish a fair fee 
review to avoid the possibility of further legal action. 

3.4 As the council was already undertaking the recommissioning exercise for care 
homes, it was agreed and accepted by LCA that the fee review exercise for the 
next contract would be used and applied to the final years fee review for the 
current contract. 

3.5 A Procurement process was undertaken to employ external consultants to lead on 
a new Cost of Care exercise in order to develop a new fair affordable fee that will 
be utilised in the new contract for Older People residential and nursing care homes 
and, following evaluation of the bids received, Mazars were appointed as an 
external consultant to carry out the cost of care analysis. 

3.6 Mazars submitted their final report and negotiations are currently ongoing to 
establish a final fee structure. However, due to financial pressures from significant 
increases in cost relating to National Living Wage, pensions and national 
insurance, care providers on the framework contract requested an interim payment 
whilst the final uplift is agreed following completion of negotiations. 

3.7 A financial analysis of the Mazars data returns is being undertaken by Adults and 
Health Financial Management to determine a fee that is both fair for providers and 
also takes into account the council’s financial settlement for the financial year, as 
stated within the terms of the Older People Residential and Nursing framework 
contract. 

4 Corporate Considerations

4.1 Consultation and Engagement 



4.1.1    As part of the communications with providers it was agreed that this year’s inflationary 
award would be set based on the conclusion of the Mazars cost of care exercise. 
All providers who are part of the framework contract are given the opportunity to 
submit a cost of care template stating how their costs have varied during the past 
year and this is the basis on which future review calculations will be carried out.

4.2 Equality and Diversity / Cohesion and Integration

4.2.1 An Equality Impact Assessment Screening Tool has been completed for this report 
and is included as Appendix 2.

4.3 Council policies and City Priorities

4.3.1 The Older People residential and nursing services will contribute to the Council’s 
policies and the Best Council Plan including delivery of the better lives programme.

4.4 Resources and value for money 

4.4.1      Recognising that a fee review was applicable from December 2016 an accrual of 
2% (£263k) was applied to the Older People Residential and Nursing Framework 
contracts when closing the 2016/17 accounts. This covers the cost of the 2% uplift 
from December 2016 to March 2017 totalling £227,601. Budget provision was 
made from April 2017 to March 2018 for the National Living Wage and a 2.6% 
inflationary figure totalling £1.8m. This therefore covers the cost of a further 2% 
uplift from the 1st April 2017 to the 19th December 2017 totalling £1,202,976. The 
total cost over the period December 20th 2016 to December 19th 2017 following the 
two uplifts will be £1.4m.   

4.5 Legal Implications, Access to Information and Call In

4.5.1 There are no specific legal implications as part of this report because the existing 
terms and conditions allow for financial uplifts throughout the life of the contract. 

4.5.2 This decision has been placed on the list of forthcoming key decisions and is subject 
to call-in. The report does not contain any exempt or confidential information.

4.6 Risk Management

4.6.1 There are no significant risks identified in making the decision recommended by this 
report.

5 Conclusions

5.1 Whilst the Mazars Cost of Care exercise is still ongoing to determine future care 
home fees it is proposed that two 2% interim uplift payments on fees are made for 
the period from the 20th December 2016 to the 31st March 2017 and April 1st 2017 
to the 19th December 2017 and this is shown in Appendix 1. 



Recommendations

5.1 The report seeks the Director of Adults and Health approval for interim uplift 
payments to the Older People residential and nursing care fees of 2% for the 
period from the 20th December 2016 to the 31st March 2017 and then a further 
2% from April 1st 2017 to December 19th 2017. 

5.2 The Head of Contracts and Business Development, Adults and Health will 
implement this decision directly after it has been taken, subject to the necessary 
clearance process being completed, by issuing relevant letters to the 
organisations informing them of the increase and making the backdated 
payments for the new fees to all relevant care homes within the Leeds City 
boundary.  

Background documents1 

6.1      None

1 The background documents listed in this section are available to download from the Council’s website, 
unless they contain confidential or exempt information.  The list of background documents does not include 
published works.



APPENDIX 1 – Residential and Nursing Fees for the period from the 20th December 
2016 to the 31st March 2017 and the 1st April to the 19th December 2017

20th December 2016 
to the 31St March 
2017

Non-QF Fee Core Fee Enhanced Fee

Residential £419 £477 £496

Residential 
Dementia

£428 £491 £517

Nursing £450 £512 £533

Nursing Dementia £454 £516 £539

31St March 2017 to 
the 19th December 
2017

Non-QF Fee Core Fee Enhanced Fee

Residential £427 £487 £505

Residential 
Dementia

£437 £500 £527

Nursing £459 £522 £544

Nursing Dementia £463 £526 £549


