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The purpose of this report is to seek approval to proceed with the sale of the Bonnyton
House residential service as an ongoing concern to a provider with a track record in
delivering quality care and to redesign the delivery of day opportunities for older people,
to replace those delivered from Bonnyton House.

The report describes the background to this recommendation, explains the options
considered by the HSCP and outlines the timetable for the process to be completed.

Presented by Frank White, Head of Health & Community Care

Action Required

Integration Joint Board members are asked to agree the proposal to market and sell
Bonnyton House residential service and to redesign the delivery of day opportunities to
older people which is currently based in Bonnyton House.

Implications checklist — check box if applicable and include detail in report
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EAST RENFREWSHIRE HEALTH AND SOCIAL CARE PARTNERSHIP

INTEGRATION JOINT BOARD

7 October 2015

Report by Julie Murray, Chief Officer

BONNYTON HOUSE

PURPOSE OF REPORT

1.

The purpose of this report is to seek approval to proceed with the sale of the Bonnyton
House residential service as an ongoing concern to a provider with a track record in
delivering quality care and to redesign the delivery of day opportunities for older people,
to replace those delivered from Bonnyton House.

The report describes the background to this recommendation, explains the options
considered by the HSCP and outlines the timetable for the process to be completed.

RECOMMENDATION

3.

Integration Joint Board members are asked to agree the proposal to market and sell
Bonnyton House residential service as an ongoing concern to a provider with a track
record in delivering quality care and to redesign the delivery of day opportunities to
older people, to replace those delivered from Bonnyton House.

BACKGROUND

4.

Bonnyton House is the sole care home for older people operated by the HSCP.
Located in Busby, it is registered for 34 people, currently operating with 28 permanent
beds and 6 respite beds. It also provides a day opportunities service for older people,
offering support to between 70-80 people per week, who currently live at home.
Attendance varies each day; normal numbers are between 20-30 daily. Over the years
attempts have been made to reduce the cost of the service. Mainly from the review of
staffing levels and income generated. The budget has reduced from £1.503 million in
2010/11 to £1.236 million in 2015/16.

As part of the process to identify savings for the 2015/16 — 2017/18 Council budget
setting process, a range of options were considered for Bonnyton, including closure,
service redesign and the sale and transfer of the service to a third sector or independent
sector provider.

The Council is required to make £20 million savings from its budget for the three year
budget cycle 2015/16 — 2017/18. The share of the savings that the HSCP must achieve
is £5.6 million. The Council has also recognised demand pressures over the same time
period.



7. The last budget cycle was particularly challenging for officers and elected members.
Significant efficiencies and savings had been taken from budgets in previous cycles and
there were no ‘easy’ savings left to make. In particular, third sector providers had been
making efficiencies year on year. The officers proposed savings that, whilst potentially
difficult for staff, preserved good outcomes for residents. The decision on the future of
Bonnyton was particularly difficult for elected members who on that basis did not
support closure as that would have meant disruption to current residents. Instead, the
recommendation to sell Bonnyton House to a new care provider and to redesign older
people’s day opportunities was reluctantly supported. This will achieve a saving of
around £600,000 per annum by the start of the financial year 2017/18.

8. The option to sell the residential service and develop alternative day opportunity
provision was included in the ‘Shaping our Future 2015-2018’ document that was widely
circulated and debated prior to the budget setting meeting in February 2015.

9. At the Council budget setting meeting on 12 February 2015, it was agreed that the
HSCP was required to make the savings outlined in ‘Shaping Our Future 2015-18’ but
that the decision to sell Bonnyton House was delayed so that alternative proposals put
forward by staff and families of residents could be considered by an outside agency.
Families and staff strongly disagreed with the HSCP’s proposals and produced
alternative proposals which they believed would make the service more financially
viable.

REPORT

10. HSCP carried out a procurement exercise and appointed Grant Thornton to review our
proposals and to analyse the alternative plans put forward by staff and resident’s
families. We provided Grant Thornton all our financial information as well as the
alternative proposals put forward and asked them to review all the proposals. Their
document of July 2015 (Appendix 1) analysed the options and explained that the
HSCP’s proposal to sell the residential service and redesign day opportunities was the
only one that would achieve the level of savings required.



Financial Modelling

11. The options summary of the work undertaken by Grant Thornton summarised the 4
options (page 15 of the report) as follows:
Actual Projected Projected | Projected Projected
Costs Sale of Home | Families Staff Unit Closure
2014/15 Option 1 Option2 | Option 3 Option 4
£000 £000 £000 £000 £000
Cost of Home 923 1,289 891
Cost of Daycentre 589 251 251 544 251
Annual Cost to Council 1,512 251 1,540 1,435 251
Adjustment for Free
Personal Care & Purchased 428 (260) (76) 428
Costs
et oostio Council for 28 1,512 679 | 1,280| 1,359 679
Saving based on 2014/15
actual cost 833 232 153 833
Saving/ (Shortfall) based on
2015/16 budget 567 (34) (113) 567
Note: Terminology revised to reflect Council approach
12. The Grant Thornton exercise was undertaken prior to Financial Year End 2104/15 and

13.

14.

15.

at that point DWP benefit rates for 2105/16 were not yet finalised. The options have
been reworked within the HSCP and the differentials are not material, so for ease of
reference the values per above will be used.

As a singleton service within the HSCP there is little flexibility to draw on staffing
resources from similar services, so in order to achieve staffing ratios the use of agency
and overtime is a necessity. Staff costs and under achievement of income have been
the main cost drivers in prior year overspends.

The table above shows the savings against actual cost and the budget. The HSCP
view is that savings against budget should be used, the reason being twofold;

a. Whilst it can be argued that the Bonnyton budget is understated (primarily staffing
levels and income shortfall), the historic overspending has been contained from
one off sources of funds over the last two years. As other services are impacted
by their own financial challenges this flexibility is significantly diminishing.

b. If the Bonnyton budget were to be permanently increased to reflect actual costs
this would require additional savings of circa £200,000 to £300,000 per annum to
be realised from other services. Consideration should be given to increasing the
current weekly charge to close this gap.

Option 1 offers a solution with a potential shortfall against target of £33,000 per annum.
This is based on an occupancy rate of 87.5%. Alternative proposals to bridge this gap
would need to be identified. However based on the HSCP review, the cost to the
Council to purchase, at the residential rate would deliver £22,000 in excess of the
target. If the purchased beds were at a 50:50 mix of nursing and residential this would
result in a shortfall of £5,000.



16.

17.

18.

19.

20.

21.

Option 2 results in a net cost and therefore gives a potential shortfall against target of
£634,000. In addition the cost of the required capital investment is unfunded. For
illustration the annual cost to fund capital investment of circa £0.750 million at a
borrowing rate of 5% is £55,000 p.a. for 25 years. This additional revenue cost will
increase the overall cost of this proposal from £34,000 to £89,000. This would further
increase the savings shortfall to £689,000.

Option 2 also has a proposed weekly charge of £800 which is an increase of £176 per
week (28%). No allowance has been made for the impact of such an increase will have
on individual financial assessments, nor for attrition. This could significantly impact on
income levels.

Option 3 results in a net cost of £113,000 so a potential shortfall against target of
£713,000. This option is also modelled on a weekly rate of £800, resulting in the same
concerns as above. This option further relies on achieving significant efficiencies from
the existing revenue budget; given the historic level of overspends against budget it is
difficult to evidence that the proposed staffing and other cost reductions will be
achievable.

A review of the current £624 per week charge for Bonnyton shows this is based on an
historic split of costs between the residential home and the day centre and used the
gross budget divided by 34 places. This does not include any allocation of costs for
capital charges or for central overheads, so in effect is understated. This also assumed
100% occupancy. This charge was set in 2011/12 and has not been increased since
April 2011.

The spilt of costs between the residential beds and day centre has been reviewed and
shows, that whilst not significantly material (3% of total budget), the residential costs are
understated. The current weekly charge, on a like for like basis, would be £751. This
would increase to £777 if capital charges and central overheads were included.

All income assumptions for this exercise were based on a 50/50 split of self-funded and
Council funded places and used an occupancy rate of 87.5%. A sensitivity analysis has
been undertaken to model the impact of changes in occupancy and changes in rate:
a. Using the current £624 per week for every person who moves from self-funded
to Council funded this will result in lost income of £21,000 per annum.

b. A move to 100% self-funded would result in £210,000 additional income, whilst
the same sum would be lost if 200% Council funded (28 places).
c. An increase to £751 per week could realise £82,000 additional income per
annum (28 places).
This illustrates the volatility of income, dependant on the funding mix and occupancy
rates. If we proceed with the sale this risk and reward would transfer to a provider.

Care Home Market Information

22.

We can purchase care home places from a new provider at a cost that will enable us to
make the level of savings agreed by the Council. East Renfrewshire has 14 care homes
providing in excess of 700 beds. Two new homes have opened within the past 12
months in Clarkston and Newton Mearns, offering a total of 163 new beds. The care
home estate within East Renfrewshire is evenly split between large independent sector
providers and large not for profit sector providers. The HSCP is aware of a number of
other planning applications being progressed through the Council at the present time.
The care home beds offer a range of nursing and residential capacity and also offer
individuals respite provision. The care homes charge the Council fees broadly in line
with the National Care Home Contract (NCHC) agreement which pays £609.31 for
nursing care and £524.67 for residential care. It is likely that negotiations between



23.

COSLA and Scottish Care for the new NCHC will include discussions on paying the
living wage and other cost pressures. It is anticipated COSLA will make representations
to Scottish Government for additional funding to deal with any uplift in costs.

We are satisfied that we can ensure appropriate levels of care for existing and future
residents of Bonnyton by selling to a provider with a proven track record of good Care
Inspectorate grades. Care Inspectorate grades for the last three inspections for East
Renfrewshire care homes are at attached in Appendix 2. Regular inspections by the
Care Inspectorate and rigorous contract monitoring by the HSCP will help achieve
guality provision for residents. It may be that a new provider will benefit from running
several care homes, drawing on a range of expertise from across their services.
Providers may also benefit from economies of scale and have access to capital
investment opportunities. It has been more difficult to support Bonnyton to develop as a
stand alone service.

Next Steps

24.

25.

26.

27.

28.

Following a decision by the IJB, we will contact residents and families to explain what
will happen next. We will formally meet with our Trade Union colleagues and with the
staff to outline how the decision will impact on them. It is anticipated that TUPE will
apply. We understand that HSCP managers will need to allocate appropriate time and
resources to ensuring good communication with all stakeholders during this process.

We will engage with Grant Thornton to help us plan the marketing and sale of Bonnyton
House. We are currently working to a timescale that would transfer the residential
service to a new provider by April 2017. Grant Thornton have the expertise to
appropriately test the market and agree the best approach to funding and negotiating
with a suitable buyer for the residential service. We agreed a 3 stage process with them
as part of the procurement process:-

a. Testing of the business cases — delivered in their report
b. Testing the market
c. Negotiating the sale with prospective operators

Should the IJB agree with our recommendation, we will now work with them on
achieving stages b and c.

The Council's Legal Services will work with HSCP managers to provide guidance and
advice to ensure the best interests of residents are central to our planning for the sale of
the service. We will work to develop an approach to the sale that limits changes for
existing residents while ensuring best value.

Work has already begun on redesigning how we offer day opportunities for older
people. Even without the challenge of the level of savings the HSCP needs to achieve,
the increase in demand from a growing elderly population means that we need to work
differently. Bonnyton day services deliver good support for service users and
reassurance for their families in a structured setting. Demand will continue to grow and
we have to work with other partners and the wider community to develop a broader,
more sustainable range of options to people.

Older people have a wide range of needs and requirements to help them remain at
home. These range from befriending, homecare help with personal care, to structured
support in a staffed setting. Our challenge is to work with providers, community groups,
volunteers and staff to co-produce outcomes for this wide range of needs that keep
people safe, involved and connected to their communities. HSCP staff facilitated a
planning event on 8" September to involve our partners in the process of redesigning
day opportunities. Current providers, community groups and staff came together and



committed to working to create a different way of providing opportunities for older
people. All accepted the scale of the challenge but agreed to cooperate to achieve a
wider range of options across East Renfrewshire.

FINANCE AND EFFICIENCY

29. This report has significant finance and efficiency implications for the HSCP to meet
the required saving target of £600,000. Detailed financial implications are considered
above.

CONSULTATION

30. Families, residents’ and staff have been consulted on a regular basis about the
proposed changes.

PARTNERSHIP WORKING

31. We will continue to work with families, residents and staff as we implement the
proposals for Bonnyton.

IMPLICATIONS OF THE PROPOSALS

Policy
32. None

Staffing
33. As a result of the sale of the residential service, staff will be subject to a TUPE transfer

to a new provider.

34. HSCP managers will work with trade unions to ensure staff are fully informed of any
potential impact.

Legal
35. Legal Services will provide advice to HSCP managers to ensure any legal issues arising

from the proposal to sell Bonnyton House are appropriately considered and dealt with.

Property
36. The building will be transferred to the new provider as a result of the sale of the service.

HSCP managers will liaise with legal services and property services to ensure any
issues are appropriately dealt with in the conditions of the sale.

Equalities
37. The proposal to transfer the Bonnyton service to an alternative provider has a low

equality impact as the care home residents would not require to move on. Concern has
been raised during consultation on reduction of services to vulnerable people, however
TUPE is considered to be the mitigating factor for staff and continuity of care. There are
no minority ethnic residents or day care users of the current service.

IT
38. None



CONCLUSIONS

39.

40.

41.

42.

43.

In the Grant Thornton report the HSCP’s objectives about Bonnyton were explained. As
well as achieving the required savings, we committed to ensuring high quality residential
care is available to residents of East Renfrewshire, to minimise any disruption to elderly
and vulnerable residents and ensure day care support is available to our residents.

As the number of older people grows, new demands are put on services to meet their
needs. The HSCP is committed to working with our partners to shift the balance of
care, to target resources on prevention and to support people living at home. The shift
to more community based services will be challenging but given growing demand and
pressure on budgets, we need to work with all partners and community organisations to
design better ways to support older people in East Renfrewshire.

The financial analysis in the Grant Thornton report (Appendix 1) and in the HSCP
calculations included in this report explain that we can make the savings by buying
residential places from a new provider and redesigning day opportunities.

Central to this approach will be a commitment to sell to a provider who will maintain the
guality of care offered to residents. We will take appropriate advice from our Legal
Services and from Grant Thornton to ensure we achieve this aim.

We will work with families, residents and our staff to keep them informed of our progress
towards achieving the transfer by April 2017.

RECOMMENDATIONS

44.

Integration Joint Board members are asked to agree the proposal to market and sell
Bonnyton House residential service and to redesign the delivery of day opportunities to
older people to replace those delivered from Bonnyton House.

REPORT AUTHOR AND PERSON TO CONTACT

HSCP Chief Officer: Julie Murray

Frank White, Head of Health and Community Care
frank.white @eastrenfrewshire.gov.uk

0141 577 3376

September 2015

BACKGROUND PAPERS

KEY WORDS
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A report detailing the proposal to market and sell Bonnyton House residential service and to
redesign the delivery of day opportunities to older people, to replace those delivered from
Bonnyton House.
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Our reference: JGM/AE
Your reference: QQ 14 15 409

East Renfrewshire Council
Eastwood Park, Rouken Glen Road
Giffnock

G46 6UG

10 July 2015
Dear Sirs

Bonnyton Home Project

We have pleasure in enclosing a copy of our report in accordance with your
instructions contained in the tender document

Sources of information

The information contained in this report is based primarily on:
® Tender Proposal

® Historical Profit and Loss Accounts for the Unit

® Full Year Budgets for the Unit

® Information on Cost Saving Strategies proposed by the Council, Families and
Staff

Chartered Accountants

Member firm within Grant Thornton International Ltd

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales No: 0C307742.
Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.

A list of members is available from our registered office.

Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority.

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

Private and Confidential

Transaction Advisory Services

Grant Thornton UK LLP
7 Exchange Crescent
Conference Square
Edinburgh

EH3 8AN

T +44 (0)131 659 8595
F +44 (0)131 229 4560
www.grant-thornton.co.uk

We have discussed this report with Frank White, Kevin Beveridge and Lynne Samuel
on 23 June 2015 who confirmed its factual accuracy in all material respects.

Period of our fieldwork
Our fieldwork was performed in the period between 25 May and 10 June 2015. We
have not performed any fieldwork since 10 June 2015 and, our report may not take

into account matters that have arisen since then. If you have any concerns in this
regard, please advise us.



o GrantThornton

An instinct for growth

Scope of work and limitations

Our work focused on the areas set out in our engagement letter, which is reproduced
at Appendix A of this report. Our review of the affairs of Bonnyton House does not
constitute an audit in accordance with Auditing Standards and no verification work
has been carried out by us; consequently we do not express an opinion on the figures
included in the report.

The scope of our work has been limited both in terms of the areas of the business
and operations which we have reviewed and the extent to which we have reviewed
them. There may be matters, other than those noted in this report, which might be
relevant in the context of the transaction and which a wider scope review might
uncovet.

Limitation of liability

We draw your attention to the limitation of liability clauses in Page 4 to Appendix 1
of our engagement letter which is included in Appendix A to this report.

Forecasts

The responsibility for the Bonnyton House forecasts and the assumptions on which
they are based is solely that of the Council, families and staff. It must be emphasised
that profit and cash flow forecasts necessarily depend on subjective judgement. They
are, to a greater or lesser extent, according to the nature of the businesses and the
period covered by the forecasts, subject to inherent uncertainties. In consequence,
they are not capable of being audited or substantiated in the same way as financial
statements which present the results of completed accounting periods.

Location of our work
We visited the following locations:
® Bonnyton House, Busby

Chartered Accountants

Member firm within Grant Thornton International Ltd

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales No: OC307742.
Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.

A list of members is available from our registered office.

Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority.
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Private and Confidential

Forms of report

For your convenience, this report may have been made available to you in electronic
as well as hard copy format, multiple copies and versions of this report may
therefore exist in different media and in the case of any discrepancy the final signed
hard copy should be regarded as definitive.

Confidentiality and reliance

This report is confidential and has been prepared exclusively for East Renfrewshire
Council. We agree that an addressee may disclose our report to its employees,
officers, directors, insurers and professional advisers in connection with the Project,
or as required by law or regulation, the rules or order of a stock exchange, coutrt or
supetrvisory, regulatory, governmental or judicial authority without our prior written
consent but in each case strictly on the basis that we owe no duties to any such
persons. It should not be used, reproduced or circulated for any other purpose, in
whole or in part, without our prior written consent, such consent will only be given
after full consideration of the circumstances at the time. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than
East Renfrewshire Council for our work, our report and other communications, or
for any opinions we have formed. We do not accept any responsibility for any loss
or damages arising out of the use of the report by the addressee(s) for any purpose
other than in connection with Bonnyton House Project.
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General

The report is issued on the understanding that the management of the Companies
have drawn our attention to all matters, financial or otherwise, of which they are
aware which may have an impact on our report up to the date of signature of this
report. Events and circumstances occurring after the date of our report will, in due
course, render our report out of date and, accordingly, we will not accept a duty of
care nor assume a responsibility for decisions and actions which are based upon such
an out of date report. Additionally, we have no responsibility to update this report
for events and circumstances occurring after this date.

Contacts

If there are any matters upon which you require clarification or further information
please contact John Montague on 0131 659 8530 or Andrew Ellis on 0131 659 8525.

Yours faithfully

GRANT THORNTON UK LLP

Grant Thornton UK LLP

Chartered Accountants

Member firm within Grant Thornton International Ltd

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales No: OC307742.
Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.

A list of members is available from our registered office.

Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority.
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Glossary

APTC
Centre
CI

Client

Council or LA or

ERC
DWPR

FTE

FPCR

FY13 - FY19
Home

LA

LA funded
Residents

NCHR

Self-Funded
Residents

Unit

Administrative, Professional, Technical and Clerical Staff
Bonnyton House — Day Centre Unit

The Care Inspectorate (the Scottish social care regulator)
Service User (of the Centre)

East Renfrewshire Council

Department of Work and Pensions rate in relation to benefits
Full Time Equivalent

Free Personal Care Rate — currently at £171 per week
Financial Years ended 31 March 2013 — 2019

Bonnyton House — Care Home Unit

Local Authority

Residents who are unable to contribute and whose cate is met
from Council funds

National Care Home Rate which stands at £524.67 (excl.
nursing care) or £609.31 (incl. nursing care)

Residents who are only entitled to the FPCR of £171 per week
and are self-funding the remainder of the care fees.

Bonnyton House — Both Care Home Unit and Day Centre Unit

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015
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Section1 Summary of options

01. Summary of options
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Summary of options

Objectives and background

Your objectives

Ensure high
quality elderly
residential care is
available to the
residents of East
Renfrewshire

Maximise the
availability of care
for every £1 of
Council budget
expenditure

Ensure Day Care
support is available
to the residents of
East Renfrewshire,

Your
objectives

Achieve savings
necessary to
enable the Council
to operate within a
reduced budget

Minimise any
disruption to elderly
and vulnerable
residents

Business situation

Current Position of Bonnyton House

® Bonnyton House operates as a 28 bed residential care home and a day care centre

for the eldetly. Additionally it provides 6 respite care beds
® The Unit is c.40 years old but has recently been refurbished to a good standard

® C(are is provided to a combination of self funded residents and LA funded
residents

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

® We understand the combined Unit currently operates at a deficiency of c.£1.5

million per annum as per financial analysis provided by the Council. This is
funded through £463,000 of 'free care commitment' by LA and £1.04 million
being the shortfall in income to expenditure

Recently, neither operation has performed in line with budgets and the combined
overspend in both the Home and the Centre has been assessed at a cumulative
£656,000 over the past 3 years (£571,000 overspend for the Home and £85,000
on the Centre)

Council Funding

® On a wider basis the Council is seeking to achieve savings across all services of

£20 million in the period 2015-2018

® The Council is reviewing operations to identify how these savings can be

achieved

Review

® As part of this exercise to identify savings, in November 2014, the Council

announced a review of the operations of Bonnyton House. The review, together
with proposals from the Families of Residents and from the Unit Staff has
identified 4 strategic options. These are detailed below

Grant Thornton has been asked to undertake an independent financial review of
the options identified

Our report is presented as a Summary of Options with more detailed
commentary in a series of Appendices

The budgets supporting each case envisage changes in operations at varying times
during FY16 with the full potential impact arising in FY17. As yet no changes
have been implemented and the full year impact may not arise until FY18. Our
review has focused on the projected full year annualised benefit once changes
have been implemented



Executive summary

Objectives and background (continued)

Key issues arising Historical performance

ltem

Income and Expenditure Deficit

e Bonnyton Home has realised a net deficit of £1.51 million in FY15 (Home: £923,000 and Centre £589,000). This is consistent with
the deficits incurred in FY13 (£1.41 million) and FY14 (£1.56 million)

¢ The Council does not recognise its contribution to the income of the Home in its financial reporting. In order to reflect the true net
cost to the Council, we believe the Councils' free care commitment' should be reflected in the financial appraisal of strategic options

e Based upon mix of residents and occupancy levels the value of unrecognised 'income’' in FY15 was £463,000. If allowance for
unrecognised income is made the net cost of the Unit is £1.05 million

Payroll Costs in the Home

e Home payroll costs represent 123% of estimated total income (including the Council's 'free care commitment’). Sector benchmarks
for a private operator are ¢.50% of total income

e The care staff to resident ratio is c.1:4 whereas typically the ratio for a private care home is 1:6 to 1:8
e In FY15 Agency costs were 11 % of payroll where typically we would expect them to be 3%
Cost of providing day care support via the Centre

e Management advise that the Centre is operating with an average of 10/11 service users per day. The Centre capacity is 24 day
places and 10 evening places. The Centre is operating significantly below capacity

e Consequently, after deduction of a daily charge the net cost per client is £141 per visit to the Centre

e We understand the Council consider day care support can be provided at significantly lower cost and have plans to provide
alternative day care support going forward

Cost of care via private operator

e While we appreciate that financial cost is not the only criteria in decision making we note that the Council could have saved up to
£461,000 in FY15 in the Home if residents had been placed with a private operator. This excludes any savings from changes to the
way in which the Centre currently operates

Review of historical budgets
e There have been consistent and material negative variances to budget exceeding £280,000 in each of last 2 years

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

Strategic Options

1 Sale of Unit as going concern

e Transfer of business to a private
operator

2 Families Option: Close Centre and
convert to a 45 bed Care Home

e Council continues to operate Home

e Alternative arrangements are made
for day care support

3 Staff Option: Continue to operate
Unit (including Centre) with reduced
costs

¢ Requires conversion of Respite Beds
to permanent beds

e FEfficiencies introduced to reduce
costs

4 Closure of Home and sale of
property

e We understand this option has been
discounted by the Council and is not
under consideration



Summary of options

Option analysis

1. Sale of Unit to a private Care Home operator

Summary Financial Analysis

£1000

Estimated cost of Home

Council estimate of cost of Centre - under alternative care strategy 251
Cost of third party care provider (28 Residents 50% self funded) 428
Total projected care cost 679
Total care costin FY15 1,512
Saving to FY15 Actual cost (£1.512 million) 833
Saving to FY16 Budget (£1.246 million) 567
Other Receipts or (Expenses)

Redundancy Cost

Home -
Centre TBC
Capital Expentiture -
Capital Receipt To be confirmed

Suitability v objectives

Ensure quality residential care vV
Ensure quality day care VY
Minimise disruption VY
Value for money of Council spend 244
Achieve reduction in Council costs 244
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Key comments — for further related commentary see Appendices G-H

All existing residents are placed with a third party private Home operator
The revised budget for cost of day care support of £251,000 per annum is achieved

- Advantages

If handled well, minimal disruption to residents — it may
be necessary to ensure any sale of the Unit includes
continued provision for existing residents at current care
rates

Care Home is not 'lost' to the local community

Staff retained under TUPE although consultation
required in advance of transfer

— we are advised by the Council that the Centre staff
would not transfer to purchaser

GT estimate a reduction in Council expenditure of
€.£833,000 per annum compared to FY15 cost

Eliminate future risk of adverse budget variances

Christie & Co believe there are good prospects for a
sale of the business

Potential capital receipt available to the Council
Council no longer responsible for managing the Home

Council could "vet" potential purchasers and ensure
purchaser has a strong track record with emphasis on
quality care (demonstrated by high historic Cl grades)

Disadvantages

Loss of Council controlled Care Home
Immediate requirement to relocate Day Centre

— we understand this may already represent part of
the Council's strategy

Impact on price of TUPE as current staff wage rates are

significantly higher than private providers traditionally

pay

Private care operator may wish to seek increased

proportion of Self funded residents potentially reducing

the availability for publicly funded beds in Council area.

Transitional arrangements may be required for existing

residents

Transitional arrangements may impact selling price or

level of interest

Sale process may take 6-9 months — see additional

comments below

Extent of interest is not guaranteed until initial

soundings have been taken from market place

Reputational issues if sale does not occur as planned

10



Summary of options

Option 1: Additional comments on potential sale of Home

Indicative sale proceeds ® Other factors to be considered as part of sale process

® Christie & Co have visited the Unit and confirm the Home is of a good standard — arrangements for existing residents

and believe it would be of interest to a private operator . . o
P P — consultation process with staff by Council in advance of any sale

~ location s desirable for care_home operators — the availability of care home beds to the Council longer term

— the home benefits from quality spaces and room sizes which make it attractive .
— suitability of purchaser

to potential purchasers
— if appropriate Christie & Co could provide a target list of potential

the assets being sold comprise the Home plus the vacant Centre operators who could be approached in the first instance
Going concern sale
— financial covenant of purchaser
® The approach to market could be progressed on 3 bases
— we understand there is a tension between the option preferred by statf and

— discrete marketing to pre selected list of likely interested parties a sale of the Unit as a trading operation. It may be appropriate to consider

— public sale a management contract in advance of any sale to ensure a smooth
— discrete enquities followed by a public sale process. This approach would transition and minimise any disruption for residents
give the Council comfort on sale prospects before a public process has started — this would provide a new operator with the opportunity to make
® Jtis estimated that a sale of the business would take 6-9 months to complete contingency arrangements in case staff are unwilling to move across
on sale

— Preparation of marketing information — 2 weeks
) ) Sale of closed premises
— Marketing period — 6 weeks o ) o ) )
® Christie & Co believe this is a less attractive option
— Conclusion of legal agreements — 2-3 months , , . _ . .
— it would potentially mitigate the risk of TUPE but overall a trading sale is

— (I agreement to handover of facility to new operator — 2-3 months considered to offer better value

Christie & Co believe there would be demand for a sale of trading Unit
and this could generate a receipt of c.£1 million for the Council

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015 11



Summary of options

Option analysis

2. Option from Families

Summary Financial Analysis

£'000

Families estimate of cost of Home 830
GT illustrative adjustment for cost of Home 459
Reduction in cost of third party care provider for additional 17 beds (260)
Council estimate of cost of Centre - under alternative care strategy 251
Total projected care cost 1,280
Total care costin FY15 1,512
Saving to FY15 Actual cost (£1.512 million) 232
Saving to FY16 Budget (£1.246 million) (34)
Other Receipts or (Expenses)

Redundancy Cost

Home -
Centre TBC
Capital Expentiture 729
Capital Receipt

Suitability v objectives

Ensure quality residential care 244
Ensure quality day care 244
Minimise disruption a4

Value for money of Council spend

Achieve reduction in Council costs

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

Key comments — For further analysis see Appendix |

e Conversion of Centre / Respite to provide additional 17 beds — total of 45 Permanent Beds (No Respite care)
® Proposal assumes 100% occupancy and a resident mix of 50% self funded and 50% publicly funded residents
e Fees for self funded residents increased from £624 per week to £800 per week

e Implied savings from changed staff resident ratio and elimination of Agency costs

e The budget does not include the costs of providing day care services

e GT adjustments include £135,000 to reflect historical occupancy of 87.5%, £90,000 to restrict benefit of increased
fees, £90,000 provision for Agency costs, and an adjustment of £144,000 to reflect the potential benefit of additional
LA funded residents absorbed in the budget

e The additional beds would allow the Council to place additional residents in the Home thus reducing the funds it
currently pays to third party operators. It is estimated this benefit would be £260,000 per annum

e For comparative purposes the costs of day care have been included on the basis of the alternative strategy being
considered by the Council projected at £251,000 per annum

Advantages Disadvantages

e Minimal disruption to residents (other then conversion e Achieving fees of £800 per week for self funded
of Centre to Care Home beds) residents may prove difficult to achieve and sustain.

e Care Home is not 'lost' to the local community or e Mix of residents may substantially change by altering
Council the fee structure which may lead to lower revenue

e Staff retained e Continued risk of adverse budget variances

e @GT estimate the benefit to Council would be a reduction e Capital investment of £729,000 is required to add
in expenditure of ¢.£232,000 per annum compared to additional capacity in the residential home. This
FY15 costs or alternatively £34,000 adverse increase represents an average cost of ¢.£43,000 per bed
against the Council's FY16 Budget °

Risk of cost overrun on conversion project

12



Summary of options

Option analysis (continued)

3. Option from Staff

Summary Financial Analysis

Capital Receipt

£'000

Staff estimate of cost of Unit 967
GT illustrative adjustment for cost of Home 468
Reduction in cost of third party care provider for additional 6 beds (76)
Staff estimate of cost of Centre (included above) -
Total projected care cost 1,359
Total care cost in FY15 1,512
Saving /( Additonal cost) to FY15 Actual cost (£1.512 million) 153
Saving/(Additonal Cost) to FY16 Budget (£1.246 million) (113)
Other Receipts or (Expenses)

Redundancy Cost

Home -
Centre TBC
Capital Expentiture

Suitability v objectives

Ensure quality residential care
Ensure quality day care

Minimise disruption

Value for money of Council spend

Achieve reduction in Council costs

vV

vV

v

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

Key comments — For further analysis see Appendix |

Conversion of Centre / Respite to provide additional 6 beds — total of 34 Permanent Beds (No Respite care)
A resident mix of 50% self funded and 50% publicly funded residents
Fees for self funded residents increased from £624 per week to £800 per week

This proposal assumed that staff can reduce Unit costs from £1.512 million in FY15 to £967,000. This is a very
significant reduction in deficit

Improvements from FY15 include higher income from increased capacity (£78,000), increase in revenue from self
funded residents (£155,000), staff savings of (£38,000), reduction in food costs (£20,000) reduction in transport costs
(£36,000), Centre savings (£50,000) and other general reduction of budget costs of (£168,000)

We believe that these improvements will be difficult to achieve and that the Staff option should be adjusted to reflect
occupancy at historic levels — 87.5% (£63,000), reduced benefit of fee uplift (£88,000), agency costs at 6% of payroll
costs (£103,000), increase in transportation costs (£36,000), and a general adjustment of (£168,000) to reflect actual
cost experience and unexplained reductions. Overall we consider adjustments of £468,000 should be applied

The additional beds would allow the Council to place additional residents in the Home thus reducing the funds it
currently pays to third party operators. It is estimated this benefit would be £76,000 per annum

Day care support is included in the Staff budget at a cost of £544,000 per annum. If the changed day care strategy
was adopted under this Option this would increase the potential savings by £293,000

Advantages Disadvantages

* No disruption to residents (other then conversion of e Continued risk of adverse budget variances as some
Respite beds to permanent beds) efficiency savings appear unrealistic

e (Care Home is not 'lost' to the local community e Achieving fees of £800 per week for self funded

residents may prove difficult to achieve and sustain.

e Mix of residents may substantially change by altering
the fee structure which may lead to lower revenue

Capital investment of £60,000 to convert respite beds to
permanent beds

Staff retained

GT estimate the benefit to Council would be a reduction
in expenditure of ¢.£153,000 per annum compared to
FY15 costs or alternatively £113,000 adverse increase e
against the Council's FY16 Budget

13



Summary of options

Option analysis (continued)

4. Closure of the home and transfer of residents to alternative facilities

Summary Financial Analysis

£1000

Estimate of cost of Home -
Council estimate of cost of Centre - under alternative care strategy 251
Cost of third party care provider (28 Residents 50% self funded) 428
Total projected care cost 679
Total care costin FY15 1,512
Saving to FY15 Actual cost (£1.512 million) 833
Saving to FY16 Budget (£1.246 million) 567
Other Receipts or (Expenses)

Redundancy Cost

Home - estimated (200)
Centre TBC
Capital Expentiture -
Capital Receipt To be Confirmed

Suitability v objectives

Ensure quality residential care
Ensure quality day care

Minimise disruption

Value for money of Council spend

Achieve reduction in Council costs

v

v
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Key comments

Immediate closure of residential Home

No costs assumed for wind down of Home and transportation of residents

Residents transferred to private operator at an annual cost to the Council of £428,000

Day care support on provided on alternative strategy at lower budget cost of £251,000 per annum
Staff redundancies applied to all care home staff at an estimated cost of £200,000 basis

Advantages

GT estimate the benefit the Council would be a
reduction in expenditure of ¢.£833,000 per annum or
alternatively £567,000 against the Council's FY16
Budget

Potential capital receipt available to the Council

An operator is likely to be interested in Unit and may
acquire and re-open as a care home

Disadvantages

In practice this would be difficult to achieve immediate
closure and Home more likely to be wound down over
short period

Disruption to vulnerable residents and their families
and cost of moving residents

Staff redundancies;
Public response to closure

Building may be outdated and it may be difficult to find
an alternative use for the building

A potential refurbishment or demolition of the property
may reduce realisation value

Lower capital receipts than if business was transferred
as a going concern

The final sale value will be dependent upon the
planning permission associated with the land

14



Summary of options

Summary of options

Option Summary - Comparison of annual costs

Projected Projected Projected Projected
Actual  Sale of Home Families Staff  Unit Closure
£'000 FY 2015 Option 1 Option 2 Option 3 Option 4
Deficiency arising on Home 923 1,289 891
Deficiency arising on Centre 589 251 251 544 251
Annual cost to Council 1,512 251 1,540 1,435 251
Adjustment for free care commitment 428 (260) (76) 428
Net cost to Council for 28 beds 1,512 679 1,280 1,359 679
Saving /(Additional cost) to FY15 Actual cost 833 232 153 833
Saving/(Additional Cost) to FY16 Budget
(£1.246 million) 567 (34) (113) 567
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Summary comparison of options

The budgets supporting each case project changes in operations at varying times
during FY16 with the full potential impact arising in FY17. As yet no changes
have been implemented and it is not certain when any budgeted financial benefit
will arise. 1.e. the full impact may not arise until FY18. Our review has focused
on the projected full year benefit once changes have been implemented

In order to meaningfully compare the options account needs to be taken of any
additional care cost (or unrecognised 'income') absorbed in each budget.

We also summarise the projected annual savings relative to both the Unit's FY15
Actual performance and the FY16 budget

Under all options except the Staff option it is assumed that there will be a change
in strategy towards day care support and that the changes proposed will be
deliverable in financial terms. Additional analysis would be required to confirm
this

The Statf option envisages that the Centre will continue to operate and therefore
this has been included at current cost. Potentially the proposed change in
strategy for the Centre could equally apply under the Staff Option reducing the
total cost to the Council under this option to £1.066 million per annum

It is important to consider that under Options 1 and 4, any future risk of adverse
variances is transferred from LA to a private operator and management
responsibility of the Unit is removed

The benefit of these advantages is material but is not reflected in the cost savings
illustrated opposite
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Engagement letter
Scope and Limitations
Background and Project Information

Sources of Income

Historical Financial Review of the Home for 3 years ended
31 March 2015

Historical Financial Review of the Centre for 3 years ended
31 March 2015

Budget v Actual Performance for Unit for 3 years ended 31
March 2015

Forecasts for Home for the year to 31 March 2019
Forecasts for Centre for the year to 31 March 2019
Forecasts for Unit for the year to 31 March 2019

Forecasts for Families Option for the year to 31 March 2019

Forecasts for Staff Option for the year to 31 March 2019
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Appendices

A. Letter of engagement

CONDITIONS OF CONTRACT FOR THE PURCHASE OF SERVICE

Any Contract to follow hereon between the Contractor and the Council shall incorporate inter alia the

Terms and Ci it which can only be varied with the written agreement of the Council. No

terms or conditions submitted by the Contractor shall form part of the Contract unless specifically agreed in
writing by the Council.

Please refer to

1

11

12

13

Interpretation and D

ns

In these conditions "the Contract’ means the agreement concluded between the Council and the Contractor,
of which these terms and oondnlmns form part, any special conditions referred to within the tender document,
any schedules and i by ref including, for the id of doubt, the Council's
Invitation to Tender and the Contractor's response thereto and all specwﬁcanuns and other documents which
are relevant to the Contract.

The following expressions shall have the meaning given to them hereunder with respect to the interpretation
of the Contract except where the context otherwise requires:

(@)  ‘the Tender Specification” means the tender specification forming part of the Contract:

(b)  ‘“the Service(s)' means all Services or works which the Contractor is required to supply or does supply
under the Contract

(¢)  'the Council” means the East Renfrewshire Council, constituted in terms of the Local Government etc.
(Scotland) Act 1994 and having its Headquarters at Eastwood park, Rouken Glen Road Giffnock, G46
6UG.

(d) ‘the Contractor” means the person who by the Contract undertakes to render such Services to the
Council as specified in the Contract and where the C is an or a the
expression shall include the personal representatives of that individual or of the partners or any of them
as the case may be and the expression shall also include any person to whom the benefit of the
Contract may be assigned by the Contractor with the consent of the Council.

(&) ‘"Person” includes a Firm or Company

4] “the Premises” means the location where the Services are to be performed, as specified in the Contract;
(@)  the masculine includes the feminine

(h)  the singular includes the plural, and vice versa;

(i to any order, or other similar instrument shall be construed as a
reference to the enactment, order, regulation or instrument as amended.

Any decision act or thing which the Council is required or authorised to take or do under the Contract may be
taken or done by any person so authorised, either generally or specially by the Council.

2. Capacity to Contract

It is a condition of the Contract that the Contractor undertakes and confirms that to the best of his knowledge and

belief,

there is no inhibition, restriction, or prohibition, which in any way affects the capacity of the Contractor so to

contract. In the event of any such inhibition, restriction or prohibition existing, it will be at the option of the Coundil to
terminate the contract and have the Contractor indemnify in full any loss resulting to the Council arising therefrom.

|

3. Contractor's Status

In carrying out the Services the Contractor shall be acting as principal and not as the agent of the Council.
Accordingly:

(a)

(b)

The Contractor shall not {and shall ensure that the Contractor's agents and servants do not) say or do
anything that might lead any cther person to believe that the Contractor is acting as the agent of the Council.

Mothing in this Contract shall impose any liability on the Council in respect of any liability incurred by the
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Contractor to any other person but this shall not be taken to exclude or limit any liability of the Council to the
Contractor that may arise by virtue of either a breach of this Contract or any negligence on the part of the
Council, or the Council's staff or agents.

4. Inspection of Premises and Nature of Services.

41

42

The Contractor is deemed to have inspected the Premises before tendering so as to have understood the
nature and extent of the Services to be carried out and is deemed to be satisfied in relation to all matters
connected with the Services and Premises.

The Council shall, at the request of the Contractor, grant such access as may be reasonable for this purpose.

5. Free |ssue of Materials

Where the Council for the purposes of the Contract issues materials free of charge to the Contractor such materials
shall be and remain the property of the Council. The Contractor shall maintain all such materials in good order and
condition and shall use such materlals solely in connection with the Contract. The Contractor shall notify the
Council of any surplus T after ion of the Services and shall dispose of them as the Council
may direct. Waste of such materials arising from bad workmanship or negligence of the Contractor or any of the
Contractor's servants, agents or sub-contractors shall be made good at the Contractor's expense. Without prejudice
to any other rights of the Council, the Contractor shall deliver up such materials whether processed or not to the
Council on demand. To comply with regulatory and risk management obligations the Contractor (Grant Thornton UK
LLP) reserves the right to retain one copy to be securely stored.

6. Manner of Carrying out the Services

6.1

6.2

63

6.4

65

6.7

6.8

The Cunllacbr warrants to the Council that he will exercise in the performance of the Services all the skill,
care and to be of prudent, properly qualified and competent Contractors,
experienced in the provision of the specified services, and that he will provide the Services in accordance with
the Contract.

The Contractor shall make no delivery of materials, plant or other things nor commence any work on the
Premises without obtaining the Council's prior consent.

Access to the Premises shall not be exclusive to the Contractor and shall be permitted only to the extent
required to enable the Contractor to carry out the Services, concurrently with the execution of work by others if
so required. The Contractor shall co-operate with such others as the Council may reasonably require.

The Council shall have the power at any time during the progress of the Services to order in writing the
removal from the Premises of any materials which in the opinion of the Council are either hazardous, noxious
or not in accordance with the Contract, and/or

The substitution of proper and suitable materials andfor

The removal of the unacceptable materials and the proper re-execution of the Services, notwithstanding any
previous test thereof or interim payment therefor which, in respect of material or workmanship is not in the
opinion of the Council in accordance with the Contract.

The Contractor shall forthwith comply with any order made under Condition 6.4

On completion of the Services the Contractor shall remove the Contractor's plant, equipment and unused

materials and shall clear away from the Premises all rubbish arising out of the Services and leave the
Premises in a neat and tidy condition.

7. Access by Contractor's Personnel

71

72

Access to Contractor's Premises may be required in order that inspections may be made, samples obtained, if
required, and Contractor assessment carried out.

The decision of the Council shall be final and conclusive as to whether any person is to be admitted to or is to be
removed from the Premises or is not to be involved in or is to be removed from involvement in the performance of
the Contract.

8. Change to Contract Requirements.

8.1

The Ccuncll may arder any variation to any part of the Services. Any such variation may include (but shall not be
to) substitutions to the Services and changes in quality, form,
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Appendices

A. Letter of engagement (continued)

82

83

character, kind, timing, method or sequence of the Services.

Save as otherwise provided herein, no variation of the Services, as provided for in Condition 8.1 shall be valid
unless specified in a formal instruction given by the Council. All such instructions shall be given in wiiting
provided that if for any reason the Council shall find it necessary to give any such order orally in the first instance,
the Contractor shall comply with such oral order, which must be confirmed in writing by the Council within 2
working days of the giving of such oral order by the Council, failing which the variation made by such oral order
shall cease to have effect on the expiry of the said 2 working day period

Where any such variation of the Services made in accordance with Condition 8.1 and 8.2 has affected or may
affect the costs incurred by the Contractor in providing the Services, the Contractor will notify the Council in
writing of the effect which the proposed variation has had or may have on the Contract price, and that within 5
working days of the Council's instruction to vary the Services, and such notification shall be considered by the
Council, which shall take all relevant facts into account (including such information as may be provided by the
Contractor in respect of the effect which such variation has had or may have on the costs incurred by the
Contractor in providing the Service) and confirm that the proposed variation is to proceed. The Council will
thereafter authorise such alteration to the Contract price in accordance with the provisions of the Contract as are,
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in the Council's opinion, and ble inthe 1Ces.

9. Payment of Accounts

Accounts for payment shall be rendered at the time and in the manner specified by the Council. Unless otherwise
stated in the Tender specification, payment for the Services will be made in accordance with the Council's standard
terms and conditions of payment. Payment will be made by the Bank Automated Clearance System within 30
(thirty) days of the receipt of an invoice.

10. Recovery of Sums Due

Where, under any contract, a sum of money is recoverable from or payable by the Contractor, the same may be
deducted by the Council from any sum due, or which at any time thereafter may become due to the Contractor
under the Contract or under any other contract with the Council.

11. Prevention of Corruption

The Council shall be entitied to cancel the Contract without incurring any penalty whatsoever and to recover from
the Contractor the amount of any loss resulting from such cancellation if the Contractor shall have offered or given
or agreed to give any person any gift or consideration of any kind as an inducement or reward for doing or refraining
from doing or for having done or refrained from doing any action in relation to the obtaining or execution of the
Contract or any other contract with the Council or for showing or refraining from showing favour or disfavour to any
person in relation to the Contract or any other contract with the Council or if the like acts shall have been done by
any person employed by the Contractor or acting on his behalf (whether with or without the knowledge of the
Ceontracter) or if in relation to any contract with the Council the Contractor or any person employed by him or acting
on his behalf has committed an offence under the Prevention of Corruption Acts 1889 to 1916, or shall have given
any fee or reward the receipt of which is an offence under any relevant legislation.

12. Collusion

The Council reserves the right to cancel the contract without incurring any penalty whatsoever and to recover from
the Contractor the amount of any loss resulting from such ¢ ion if the C or his rep i
(whether with or without the knowledge of the Contractor) shall have practiced collusion in Tendering for the
Contract or any other contract with the Council or shall have employed corrupt or illegal practices either in obtaining
or executing the Contract with the Council. The decision to cancel the Contract in terms of this or the previous
condition will rest solely with the Council which decision shall be final and binding on the Contractor.

13. Assignation and Sub-Contracting

The Council shall be entitled to assign the benefit of the Contract or any part thereof to any other public or statutory
body and shall give written notice of any assignment to the Contractor

The Contractor shall not give, bargain, sell, assign, sub-let or otherwise dispose of the Contract or any part thereof
or the advantage of the Contract or any part thereof without the previous consent in writing of the Council. Any
breach hereof shall entitle the Council to terminate the Contract in its entirety or in respect of that part to which the
breach relates or to take any other remedies the Council deems in all the

If any C in the prop of the Contract requires or intends to employ a Sub-Contractor he shall
intimate to the Council, at the time when his Tender for the Contract is lodged, the name of the Sub-Contracter. The
Council hereby reserves the right to accept or reject such Sub-Contractor, entirely at the Council's discretion.
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If after the conclusion of the contract by the Council, the Contractor requires or wishes to assign the Contract as a
whole or any part thereof to a Sub-Contractor, he shall not be free to do so without first receiving the express written
consent of the Council, which consent shall not be unreasonably withheld. Such consent, if given, shall not relieve
the Contractor from any liability or obligation under the Contract and he shall be responsible for the acts, defaults
and li of any Sub-C his agents, servants or workmen as fully as if they were the acts, defaults
and ! of the Ci his agents or work

14. Termination of the Contract

141 The Contractor shall notify the Council in writing immediately upon the occurrence of any of the following
evel

(@) where the Contractor is an individual, if a petition is presented for the Contractor's bankruptcy or
the sequestration of the Contractor's estate or a criminal bankruptcy order is made against the
Contractor, or the Contractor is apparently insolvent, or makes any composition or arrangement
with or for the benefit of creditors, or makes any conveyance or assignation for the benefit of
creditors, or if an inis or trustee is inted to manage the Contractor's affairs; or

(b) where the Contractor is not an individual but is a firm, or a number of persons acting together in
any capacity, if any event in (a) or (c) of this condition occurs in respect of the firm or any partner
in the firm or any of those persons or a petition is presented for the Contractor to be wound up as
an unregistered company; or

(c) where the Ci is a pany, if the passes a I 1 for windi P
dissolution (otherwise than for the purposes of and followed by an amalgamation
reconstruction) or the court makes an administration order or a winding-up order, or the company
makes a composition or arrangement with its creditors, or an administrator, administrative
receiver, receiver or manager is appointed by a creditor or by the court, or possession is taken of
any of its property under the terms of a floating charge.

or
or

14.2 On the occurrence of any of the events described in Condition 14.1 or, if the Contractor shall have
committed a material breach of the Contract and (if such breach is capable of remedy) shall have failed
to remedy such breach within 30 days, or such lesser period as the Council may, acting reascnably,
require in the circumstances, of being required by the Council in writing to do so, or, where the
Contractor is an individual, if the Contractor shall die or be adjudged incapable of managing his or her
affairs within the meaning of the relevant legislation, the Council shall be entitled to terminate the
Contract by notice to the Contractor with i liate effect. Tt without prejudice to any other of
the Council's rights, the Council may complete the Services or have them completed by a third party,
using for that purpose (making a fair and proper allowance therefor in any payment subsequently made
to the Ci ) all i plant and i on the P i to the C " The
Council shall not be liable to make any further payment to the Contractor until the Services have been
completed in accordance with the requirements of the Contract, and shall be entitied to deduct from any
amount due to the Contractor the costs thereof incurred by the Council (including the Council's own
costs). If the total cost to the Council exceeds the amount (if any) due to the Contractor, the difference
shall be recoverable by the Council from the Contractor.

14.3 In addition to the Council's rights of termination under Condition 14.2, the Council shall be entitled to
terminate this Contract by giving to the Contractor not less than 20 days notice to that effect.

14.4  Termination under Condition 14.2 or 14.3 shall not prejudice or affect any right of action or remedy which
shall have accrued or shall thereupon accrue to the Council and shall not affect the continued operation of
Conditions 18, 19, 22 and 24.

15. Race Relations and Disability Discrimination

(@) The C and any Sub-Ci ployed by the Ci , shall not unlawfully discrimi either
directly or indirectly on such grounds as race, colour, nationality, ethnic or national origin, disability, sex or
sexual orientation, gender reassignment, marriage and civil partnership, pregnancy and maternity, religion or
belief, or age and without judice to the ity of the foregoing, the C shall not
discriminate within the meaning and scope of the , the Equality Act 2006, the Human Rights Act 1998, the
Equality Act 20120 or other relevant or equivalent legislation, or any statutory modification or re-enactment
thereof. The Contractor shall take all reasonable steps to secure the observance of this Condition by all
employees and representatives of the Contractor and Sub-Contractor.

(b} The Ce and any Sub-Ci by the Cx shall follow as far as possible, and at
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Appendices

A. Letter of engagement (continued)
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(e}
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least 1n accordance with the Councils puklished criteria, the Commissian for Racial Equality's Statutory
Code of Practice on Racial Egualty in Employment (2005).  This gives practical guidance to employers and
cthers an the elimination of racial discrimination and the promotion of equality of opportunity in employment,
including the steps that can be taken to encourage members of ethnic minorities, which are under-
represented in the weorkforee, to apply for jobs or take up framing opportunities.

In the event of any finding of unlawful racial discnmination being made against the Contracter, or any Sub-
Contractar ermployed by the Contractar, during the contract penad by any court o industrial tribunal or of an
aduerse finding in any formal investgation by the Cormmission for Racial Equality over the sarme period, the
Caontractor shall inform the Council of this finding and shall take apprapriate steps to prevent repatition of the
unlawful diserimination

The Contractor shall on request, pravide the Council with details of any steps taken under Condition 15 (c)
above.

The Contractor shall provide such information as the Councl may reasonably request for the purpose of
assessing the Contractors complisnce with this Condition 15, including, if requested, examples of any
instructions, recruitment advertisements or other literature, and detals of monitorng applicants and
employees

(1) The Contractor shall comply with the Equality Act 2010 (the ‘Act’)

(21 The Contractar agrees to provide the Service in a non discriminatory manner and shall promote
equality and work towards the Service reflecting best practice as identified 1n the codes of practice
issued by the Equality and Human Rights Commission_

(3) In providing the Service, the Contractor shall comply with Equal Opportunities and the Public
Sector Equality Duty | and shall ensure compliance  with the Council's written palicies on such
matters and with all Law and guidance from time to iime applicable in such regard. The Contractor
shall promote equality and work towards the Service reflecting best practice as identified by the
Commission for Racial Equality, the Equal Opporunities Commission the Disabiity Rights
Commission and their successor bodies.

4 The Contractor shall not discriminate, directly or indirectly or by way of victimisation or harassment
against any person on grounds of gender reassignment, age, marrnage. and crwil partnership,
sexual orientation, disability religion or belief, sex, pregnancy ar maternity and race contrary to the

Act.

=] The Contractor shall notify the Counal forthwath in wariting as soon as it becomes aware of any
investigation of or proceedings brought against the Contractor under the Act.

(8) Where any investigation is undertaken by a person or body empowered to conduct such

investigation, sndior proceedings are instituted in connection with any matter relating lo the
Conitractor's performance of this Contract being in contravention of the Act, the Contractor shall free

of charge

(i provide any nformation requested in the timessale allotted;

{iy attend any meetngs as required and permit the Contractor s staff to attend.

{iil) premptly allow accesz to and investigation of any document or data deemed to be
relevant;

allow itself and any Staff of the Contractor to appear as winess in any ensuing
proceedings, and

(v} co-operate fully and promptly in every way required by the person or body conducting such
nvestigation during the courss of that investigation

] Where any such investigation is conducted or proceedings are brought under the Act which arise
directly or ndirectly out of any act or omission of the Contractor, its agents or subcontractors, or the
Staff of the Contractar, and where there is a finding against the Contractor such nvestigation or
proceedings, the Contractor shall indernnify the Council with respect to all eosts, charges and
expenses arising out of or in connection with any such investigation or procsedings and such cther
financial redress to cover any payment the Council may have been ordered or required to pay fo a
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third party

(6] In recognition of the Council's or the Other Purchaser's legal obligation to tackle discrimination and
promote equalities and diversity in all its lunctinns and policies, under the Act the Contractor may
be subject to the to andfor provide information to the
Council's officers on the extent and quality of !he Contractor's equalities and diversity policies

(). The Contractor recognises that the Council has a responsibility to monitor the extent to which the
provision of the Service extends to sccially excluded groups. In recognition of this, the Provider
agrees, where appropriate and practicable, to work towards providing monitoring information to the
Council in relation to employment and service provision by the following categories:

(i age;

(i) disability;

(i) gender reassignment,

(iv) marriage and civil partnership;
) pregnancy and maternity;

(vi) race

(vil) religion or belief,

iy sex; and sexual orientation

16. Health & Safef

The Contractor shall perform the Services in such a manner as to be safe and without risk to the health or safety of
persons in the vicinity of the location where the Services are being performed (whether such persons are in the
vicinity of the said place at the time when the Services are being performed or othenwise) and in such a manner as
to comply with any relevant health and safety or other legislation (including Statutory Instruments, Orders, or
Regulations made under the said legislation) and any requirements imposed by a local or other regulatory authority
in connection with the performance of services of the type supplied to the Council, whether specifically or generally.
The Contractor shall indemnify the Council against all actions, suits, claims, demands, losses, charges, costs and
expenses which the Council may suffer or incur as a result of or in connection with any breach of this Condition 16.

17. Human Rights

The Contractor will indemnify the Council in respect of any action or failure to act on the part of the Contractor,
which would cause the Council to be in breach of the Human Rights Act 1998.

18. Patents, Information and Copyright

181 It shall be a condition of the Contract that, except to the extent that the Services incorporate designs
furnished by the Council, nothing done by the Contractor in the performance of the Services shall infringe
any patent, trade mark, registered design, copyright or other right in the nature of intellectual property of
any third party and the Contractor shall indemnify the Council against all actions, claims, demands, costs
and expenses which the Council may suffer or incur as a result of or in connection with any breach of this
Condition

182 Al rights (including ownership and copyright) in any reports, documents, specifications, instructions,
plans, drawings, patents, models or designs whether in writing or on magnetic or other media:

(a) furnished to or made available to the Contractor by the Council shall remain vested in the Council
absolutely.
(b) prepared by or for the Contractor for use, or intended use, in relation to the performance of this

Contract are hereby assigned to and shall vest in the Council absolutely, and (without prejudice to
Condition 22.) the Contractor shall not and shall procure that the Contractors Sub- Ccntvactcrs,
servants and agents shall not (except to the extent y for the ir of this
Contract) without the prior written consent of the Council, use or disclose any such reports,
documents, specifications, instructions, plans, drawings, patents, models, designs or cther material
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as aforesaid or any other information (whether or not relevant to this Contract) which the Contractor
may obtain pursuant to or by reason of this Contract, except information which is in the public
domain otherwise than by reason of a breach of this provision, and in particular (but without
prejudice to the ity of the ing) the Contractor shall not refer to the Council or the
Contract in any advertisement without the Council's prior written consent. Grant Thornton UK LLP
maintains the right to retain ownership of any pre-existing IPR, IPR in working papers and IPR not
produced exclusively in connection with the provision of the contract services

18.3  The provisions of this Condition 18, shall apply during the continuance of this Contract and after its
termination howsoever arising.

19. TUPE

191 The Contractor recognises that the Transfer of Undertakings (Protection of Employment) Regulations 20068
(TUPE) may apply in respect of the Contract, and that for the purposes of those Regulations, the
undertaking concerned (or any relevant part of the undertaking) shall (a) transfer to the Contractor on the
commencement of the Contract; (b) transfer to another Contractor on the expiry of the Contract.

19.2  During the period of six months preceding the expiry of the Contract or after the Council has given notice to
terminate the Contract or the Contractor stops trading, and within 20 working days of being so requested
by the Council, the Contractor shall fully and accurately disclose to the Council or to any person nominated
by the Council, i ) relating to engaged in iding the Services in relation to the
Contract in particular, but not necessarily restricted to, the following:

(a) the total number of personnel whose employment with the Contractor is liable to be terminated at
the expiry of this Contract but for any operation of law;

(b) for each person, age and gender, details of their salary, date of commencement of continuous
employment and pay settlements covering that person which relate to future dates but which have
already been agreed and their redundancy entitlements (the names of individual members of staff
do not have to be given);

(c) information about the other terms and conditions on which the affected staff are employed, or about
where that information can be found; and

(d) details of pensions entitlements, if any.

19.3  The Contractor shall permit the Council to use the information for the purposes of TUPE and of re-tendering,
which shall include such disclosure to potential Contractors as the Council considers appropriate in
connection with any re-tendering. The Contractor will co-operate with the re-tendering of the contract by
allowing the transferee to communicate with and meet the affected employees and/or their representatives.

19.4 The Contractor agrees to indemnify the Council fully and to hold it harmless at all times from and against all
actions, proceedings, claims, expenses, awards, costs and all other liabilities whatsoever in any way
connected with or arising from or relating to the provision or disclosure of information required under this
Condition.

19.5 In the event that the information provided by the Contractor in accordance with this Condition becomes
inaccurate, whether due to changes to the employment and personnel details of the affected employees
made subseguent to the original provision of such information or by reason of the Contractor becoming
aware that the i i ginally given was il the C tor shall notify the Council of the
inaccuracies and provide the amended information. The Contractor shall be liable for any increase in costs
the Council may incur as a result of the inaccurate or late production of data.

19.6 The provisions of this Condition 19 shall apply during the continuance of this Contract and after its
termination howsoever arising.

20. Observance of Statutory requirements

The Contractor shall comply with all statutory and other requirements to be observed and performed in connection
with the performance of the Contract and shall indemnify the Council in relation thereto

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

The Contractor shall, when working at the Premises perform the Contract in accordance with the Council's
environmental and sustainability policy, which is to conserve energy, water, wood, paper and other resources,
reduce waste and phase out the use of ozone depleting substances and minimise the release of greenhouse gases,
volatile organic compounds and other substances damaging to health and the environment.

22. Confidentiali

The Contractor shall treat as confidential all information obtained from the Council in connection with the Contract
and shall not divulge same to any person, other than the Contractor's employees who are involved in the
performance of the Contract, without the Council's prior written consent. The Contractor shall ensure that its
employees are aware of and comply with the provisions of this clause. If the Contractor shall appoint any Sub-
Contractor, the Contractor may disclose confidential information to such Sub-Contractor, subject to such Sub-
Contractor giving an undertaking in like terms to the provisions of this Condition. Notwithstanding any undertaking
given by the Sub-Contractor, the Ci shall be vicari liable for any breach by the Sub-Contractor or their
or the Sub-Contractors employees. The fi i bligati as to fidentiality shall survive termination of the
Contract. The Contractor and any Sub-Contractor maintain the right to disclose any information if obliged by law and
waiver the iality obligation if inft ion is in the public domain.

if

Freedom of Information (Scotland) Act 2002

i
e

The Council is obliged, in response to a request for information under the Freedom of Information (Scotland) Act
2002 to disclose information relating to the contract unless such information constitutes a trade secret or the
disclosure thereof would, or would be likely to, ic , the interests of the Council or the
Contractor. Notwithstanding the terms of this clause, if the public interest in disclosing some or all of the details of
the Contract outweighs the substantial prejudice caused to such commercial interests, the Council may make such
disclosure.

24 Audit

The Contractor shall keep and maintain until 2 years after the Contract has been completed records to the
satisfaction of the Coungil of all di which are reir by the Council and of the hours worked and
costs incurred in connection with any employees of the Contractor paid for by the Council on a time charge basis.
The Contractor shall on request afford the Council or the Council's representatives, such access to those records as
may be required by the Council in connection with the Contract. The provisions of this Condition shall apply during
the continuance of this Contract and after its termination howsoever arising

25. Indemnity and Insurance

251  Without prejudice to any rights or remedies of the Council, the Contractor shall indemnify the Council
against all actions, suits, claims, demands, losses, charges, costs and expenses (including legal
expenses) which the Council may suffer or incur as a result of or in connection with the Contracters breach
relating to the provision of or the failure to provide the Services, including but not limited to, any damage to
property or any injury (whether fatal or otherwise) to any person, which may result directly or indirectly from
any negligent or wrongful act or omission of the Contractor. In exercising any indemnity claim under this
clause, the Council shall take reasonable provisicns to mitigate its loss, and provide the Contractor with full
information to enable the Contractor to deal with the issue at the earliest reasonable time. Where the
indemnity right arises as a result of a claim by a third party, the Council shall provide reasonable
assistance to the Contractor to enable the Contractor to conduct the defence or settlement of such claim
provided that the Contractor shall not settle any such claim without Contractor's prior written approval if
such settlement requires the Council to take any action, refrain from taking any action or admit any liability

25.2 The indemnity contained in Condition 25.1 shall not apply to the extent that the loss, damage or injury is
caused by the negligent or wilful act or omission of the Council or any servant or agent of the Council.

25.3 The Contractor shall have in force and shall require any Sub-Contracter to have in force:

(a) p s liability i in accord: with any legal requirements for the time being in force, and

(b) public liability insurance for such sum and range of cover as the Contractor deems to be appropriate
but covering at least all matters which are the subject of i iti i igati
under these Conditions in the sum of not less than £5 million for any one incident and unlimited in
total, unless otherwise agreed by the Council in writing.

254 The policy or policies of insurance referred to in Condition 253 shall be exhibited whenever the Council
requests, together with satisfactory evidence of payment of premiums, including the latest premium due
thereunder.
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26. Time of the Essence

The Contractor shall ce the per of the Services on the date stated in the Contract and shall
complete the Services by the date stated in the Contract or continue to perform the Services for the period stated in
the Contract (whichever is applicable). Time is of the essence of the Contract. The Council may by written notice
require the Contractor to execute the Services in such order as the Council may decide. In the absence of such
notice the Contractor shall submit such detailed programmes of work and progress reports as the Council may from
time to time require

27_Suspension of Orders

The Council reserves the right to require the Contractor to suspend Services in the event of any strike, lockout, fire,
accident or of the Council's i or work beyond the reasonable control of the Council which prevents
or hinders the use of the Services.

28. Waiver of Conditions

Failure by the Council to insist on the Contractor complying with any of their obligations shall not be construed as a
waiver of relinquishment of the Council's right to insist upon strict compliance with such obligation at any other time.

28 Arbitration

All disputes, differences or questions between the parties to the Contract with respect to any matter or thing arising
out of or relating to the Contract, other than a matter or thing as to which the decision of the Council is under the
Contract to be final and conclusive (and except to the extent to which special provision has been made for
arbitration elsewhere in the Contract) shall be referred to a single arbiter to be mutually chosen and in the event of
failure to agree the arbiter shall be determined by the Sheriff of North Strathclyde at Paisley.

30. Notices

Any notice given under or pursuant to the Contract may be sent by hand or by post or by registered post or by the
recorded delivery Service and if so sent to the address of the party shown in the Contract, or to such other address
as the party may by notice to the other have substituted therefor, shall be deemed effectively given on the day when
in the ordinary course of business it would first be received by the addressee in normal business hours.

31. Force Majeure

311 Any delay in or failure by either party in performance hereunder shall be excused if and to the extent that
such delay or failure is caused by occurrences beyond such party's reasonable control including but not
limited to, acts of God, decrees or restraints of government, strikes, war, fire, riot, sabotage, terrorism and
such other cause or causes whether similar or dissimilar to those already specified which cannot be
controlled by such party. Such performance shall be so excused for the period during which such inability of
the party to perform is so caused but for no longer period and shall be remedied as far as possible with all
reasonable despatch. Any time period for performance shall be extended by a peried equal in duration to
any period during which such performance is excused by this condition.

31.2 If any of the events detailed in Condition 31.1 above prevents either party from performing all of its legal
obligations under the Contract for a period in excess of one (1) month, the party affected by such non-
performance may terminate the Contract.

32. Entire Agreement

The Contract shall supersede all or any prior agreements and undertakings between the parties and shall constitute
the entire agreement between the parties relating to the subject matter of the Contract. Specifically declaring, for the
avoidance of doubt, that in the event of any conflict arising between the terms of the Contract and the terms of the
Tenderer's response, these Conditions or the higher standard or more onerous duty as appropriate shall prevail.

33. Scots Law

The contract shall be considered as a contract made in Scotland and subject to Scots Law. Notwithstanding the
provisions of Clause 29 hereof, any dispute arising in relation to the Contract shall be subject to the non-exclusive
Jjurisdiction of the Scottish Courts.

10 July 2015

34. Registration

The parties hereto hereby consent to the registration of the Contract in the Books of Council and Session for
preservation and execution.
35. Limitation of Liability

351 The aggregate liability of Grant Thornton UK LLP, its partners, agents and employees or any of them
(together referred to in this and subsequent clauses as the Firm) for the Total Damage shall be limited to
£2,000,000.

35.2 Grant Thornton UK LLP is constituted as a limited liability partnership in accordance with the Limited Liability
Partnerships Act 2000 (with registered number OC307742 and with its registered office at Grant Thornton
House, Melton Street, London, NW1 2EP). Where reference is made in these Terms of Business, any
correspondence or in the context of providing services, to a ‘partner’ of Grant Thornton UK LLP, the term
‘partner’ indicates a member of Grant Thornton UK LLP or a senior employee of Grant Thornton UK LLP. It
shall not be as ing that the of Grant Thornton UK LLP are carrying on business in

for the of the P: ip Act 1890. A list of the members of Grant Thornton UK LLP is
available from our registered office. Qur partners and employees do not owe a personal duty of care nor
assume any personal responsibility.

35.3 For the purposes of this Engagement the Total Damage shall mean the aggregate of all losses or damages
(including interest thereon if any) and costs suffered or incurred, directly or indirectly, by the addressees of
this letter (together with such other parties whom Grant Thornton UK LLP and such criginal addressees
have agreed may have the benefit of and rely upon our work on the terms hereof) (together Addressees)
under or in connection with this engagement or its subject matter (as the same may be amended or varied)
and any report prepared pursuant to it, including as a result of breach of contract, breach of statutory duty,
tort (including negligence), or other act or omission by Grant Thornton UK LLP but excluding any such
losses, damages or costs arising from the fraud or dishonesty of Grant Thornton UK LLP or in respect of
liakilities which cannot lawfully be limited or excluded

35.4 Where there is more than one addressee the limit of liability specified in paragraph 35.1 above will have to
be allocated between addressees. It is agreed that such allocation will be entirely a matter for the
addressees, who shall be under no obligation to inform Grant Thornton UK LLP of it, provided always that if
(for whatever reason) no such ion is agreed, no Add shall dispute the validity, enforceability or
operation of the limit of liability on the ground that no such allocation was agreed.

35.5 If at any time the Council would like to discuss with the Contractor how the services could be improved, the
Council should contact Fiona Beighton at the Contractor's London office. The Contractor shall look into any
complaint carefully and promptly and to do all it can to explain the position to the Council. If the Contractor
has given a less than satisfactory service, it undertakes to do everything reasonable to put it right and, if the
Council is still not satisfied, it may take up matters with the Institute of Chartered Accountants in England

and Wales.
38. Restriction on Circulation and Non-Reliance
36.1 The Contractor's report is i ial and will be i for the Council. The Contractor

stresses that its report and other communications are confidential and prepared for the addressee only.
They should not be used, reproduced or circulated for any other purpose, whether in whole or in part without
the Contactor's prior written consent, which consent will only be given after full consideration of the
circumstances at the time. The Contractor agrees that an addressee may disclose our report to its
employees, officers, directors, insurers and advisers in with the Purpose, or as
required by law or regulation, the rules or order of a stock exchange, court or supervisory, regulatory,
governmental or judicial authority without the Council's prior written consent, but in each case strictly on the
basis that the Contractor owes no duties to any such persons.

36.2 To the fullest extent permitted by law, the Contractor does not accept or assume responsibility to anyone
other than the addressee for its work, for its reports and other communications, or for the opinicns which the
Contractor shall form.
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36.3 To the fullest extent permitted by law, the Contractor does not accept any responsibility for any loss or
damages arising out of the use of the report or other communications by the addressee for any purpose

other than in connection with the agreed purposes of this engagement as set out above ‘ REFERENCE NO: QQ 14 15 409
QUOTE APPOINTMENT OF CONSULTANT - BUSINESS CASE
REVIEW CHCP
37.1 The Contractor reserves the right to market and publicize the appointment and provide general information
on the services provided. All sensitive information or information net in the public domain are protected by General Information
the confidentially clauses included in this agreement. I o I Name of O —
| | Grant Thornton
Q2. Main Address for correspondence (including postcode)

7 Exchange Crescent, Conference Square, Edinburgh, EH3 8AN

Q3. Registered office (if different from above, including postcode)

Grant Thornton House, Melton Street, Euston Square, London NW1 2EP

Q4. Person applying on behalf of the organisation

John Montague

Q5. Position in organisation

Director

Q6. Telephone Number

+44 (0)131 229 9181

Q7. Facsimile Number

+44 (0)131 229 4560

Q8. E-Mail Address

john.montague@uk.gt.com

We hereby quote to supply and deliver the service specified in this request for quotation all
in accordance with the instructions herein. Any resulting contract will be subject to the
Council’s General Conditions of Purchase. In the event that Grant Tharnton UK LLP and
Christie & Co are successful in the Tender we would like to discuss mutually acceptable
variations in the wording of certain of the Council General Conditions of purchase and how
we will contract. Please confirm compliance below

Name: | John Montague
Date: | 30/04/2015
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| REFERENCE NO: | QQ 14 15 409
QUOTE APPOINTMENT OF CONSULTANT - BUSINESS CASE
REVIEW CHCP
| OFFER SCHEDULE

Bidders are required to:

+ Indicate the number of staff to be provided.
« Time input (in days).
« Daily rate to be applied which is to include all expenses.

OFFER SCHEDULE NUMBER OF | DAILY RATE TOTAL £
STAFF Including all
expenses
For breakdown between Stages please 5 1465
refer to Tender Dc £49 822
ANY OTHER COSTS TO BE 5 1465
CONSIDERED £49,822

The Council will not be liable for any costs not identified within this quotation

Costs to be exclusive of Value Added Tax

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

REFERENCE | QQ 14 15409

NO:
QUOTE APPOINTMENT OF CONSULTANT - BUSINESS CASE REVIEW
CHCP
!
\ Inclusion checklist
Included
Description v
Uploaded
1 Public Liability Insurance Certificate '
2 Employer's Liability Insurance Certificate v
3 Brokers Confirmation of Professional Indemnity Insurance '
4

23



Appendices

A. Letter of engagement (continued)

REFERENCE NO: QQ 14 16 409

QUOTE APPOINTMENT OF CONSULTANT - BUSINESS CASE
REVIEW CHCP

INSURANCES

Please ensure vou have read the following and understand the statement.

Where an Applicant does not have adequate cover, and in order to remain in the exercise,
confirmation must be received that the level of cover will be increased. It will be a condition of award
of contract that the level of Insurance is increased to the minimum stated and maintained throughout
the period of the contract.

Please ensure you have submitted a copy af your current Certificate of Insurance document - failure
to do so will result in rejection of your submission.

Please give details of Employers Liability Insurance held. Minimum level of cover £6m

Insurer Ritsul Surnitome wnderriting at Lioyd's Limited

Policy number CBEYAZ 4881

Extent of cover 10,000,000

Expiry date 28 Havatnber 2018

If applicable please confirm below that Employ Liability § cover will be increased
to £5m

Please give details of Public Liability Insurance held. Minimum level of cover £5m.

Insurer Wit Surniione undersaiting st Uspd's Lirmibgd
Policy number CEZYXZ 14881

Extent of cover £10,000,000

Expiry date 20 Nevember 3015

If applicable please conifirm below that public Liability Insurance cover will be increased to
£5m

Please give details of Professional Indemnity Insurance held. Minimum level of cover £1m.

Insurer Fulwesod Insurance Lid, Uoyds and cormpany markets
Policy humber PROOIES It
Extent of cover The limit of indemnity and self-imured excess are st a level

sommensurate with a business of Grart Thembon's slze and risk profile
Grant Thombor's llalbility for this assignmert will be capred at £2 000,000,

Expiry date 30 April 2015
If applicable please confirm below that Professional Y cover will be
increased to £5m
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REFERENCE NO: | QQ 14 15 409

QUOTE APPOINTMENT OF CONSULTANT - BUSINESS CASE
| REVIEW CHCP

NO COLLUSION CERTIFICATE

I certify that this is a bona fide quote, intended to be competitive and that we have not fixed
or adjusted the amount of the quote by or under or in accordance with any agreement with
any other person.

I also certify that we have not done and we undertake not to do at any time, before the closing
date for the return of the quote any of the following acts:-

(a) Communicating to a person other than the person calling for these quotes, the amount or
approximate amount of the quote herewith submitted.

(b) Entering into any agreement or arrangement with any other person that he shall refrain
from quoting or as to the amount of any quote submitted.

(¢) Offering or paying or giving or agreeing to pay any sum of money or consideration
directly or indirectly to any person for doing or having done or causing or having caused to
have done in relation to any other quote or proposed quote any act or thing of the sort
described above.

In this certificate, the word “person” includes any persons and any body or association
corporate or incorporate and any “agreement of arrangement” includes any transaction formal
or informal whether legally binding or not

Company
Name: Grant Thornton UK LLP
7 Exchange Crescent
Address:
Conference Square
Edinburgh Postcode: EH3 8AN
Telephone No: +44 (0)131 2299181 Fax No: +44 (0)131 229 4560
e-Mail Address: John Montague(@uk.gt.com
Date 30/04/2015
Authorised
Officer: Print
Name John Montague
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Nick Siepmann

From: Bevetidye, Kevin <Kevin Beveridge@eastrenfrewshire.gov uk >
Sent: 22 June 2015 11:50

To: George Fournarakis

[= 3 Andrew R Ellis

Subject: RE: Bonnyton House QO 1415409

George

W have now discussed the matter of clauze 23.1 with the insurers for the coundl, if we make the changes to
address the drafting error {i.e. should be Council and not Contractor as indicated below} we are happy to proceed
with the T&Cz.

Regards

Kewin

Fevin Beveridge, Commissioning and Contracts Manager
East Renfrewshire CHCP

1 Burnfield Avenue

Giffnock
Glasgow, G465 7TL

0141577 3352

From: George Fournarakis [mailto:George.Foumarakis@uk.gt.com]
Sent: 19 June 2015 12:04

To: Beveridge, Kevin; andrew R Ellis

Subject: RE: Bonnyton House QQ 1415409

Keavin,

| do think you are right on this one. The sentence should write Council's instead of Contractor's as below:

settlement of such cloim provided thet the Confractor sholf not settle ony such cfofm without Council's prior writfen
opprovel if such setifement

Let us know when the insurers come back to you
Kind regards,
George

George Foumarakis | Executive | Advisory

For Grant Thomton UK LLFP

T Exchange Crescent | Conference Sguare | Edinburgh | EH3 8ARN

T {direct) +44 (0)131 659 8595 | T (internaly 58595 | T {office) +44 (01131 229 81871 |F +44 (0)131 229 4560
E george.fournarakis@uk. ot.com | Whwww. grant-thomton.co.uk

o GrantThornton

An instinct for growth’
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From: Beveridge, Kevin [ma
Sent: 19 June 2015 10:19
To: Andrew R Ellis

Cc: George Fournarakis
Subject: RE: Bonnyton House QQ 1415409

Andrew

| Tz Just sproken 0 legal colleagues and thare Is only ane sutstanding podnt ragarding the wording of 25.1 = they
askad me to check whether one of the parties not be tha Councll? Highlighted below from deaft taxt. | also raed to
check wlth our Insurars a5 the ixsue of defending of setling 15 an Insurance Judgement pather than the courncls |
have Forwarded 1o insurers For their optnion and will revert w0 you 28 soon 85 possible.

In exercising any indemnity claim under this clause, the Council shall take reasanable provisions to mitigate its loss,
and provide the Contractor with full information to enable the Contractor to deal with the issue at the earliest
reasanable time. Where the indemnity right arises as a result of a claim by a third party, the Cauncil shall provide
reasanable assistance to the Contractor to enable the Contractor te conduct the defence or settlement of such claim
provided that the Contractor shall not settle any such claim without Canrrattor’s‘ prior written opproval (f such
settlement

requires the Councit to take any action, refrain from taking any action or admit any liability.

Regards
Kevin

Kevin Beveridge, Commissioning and Contracts Manager
East Renfrewshire CHCP

1 Burnfigld Avenue

Giffnock

Glasgow, G486 7TL

0141 577 3352

From: Andrew R Ellis [mmilfo:andre. r.alsG@uk gt com]
Sent: 19 June 2015 08:42

To: Beveridge, Kevin

Cc: George Fournarakis

Subject: Bonnyton House QQ 1415409

Kevin
Update on couple of points

| think George has been in touch re the T&C"s — we really need to bottom these out before we can look to release
draft reports to you

Regarding the draft there a number of queries that we are looking to sort out today — | think we need to have a
discussion with Frank amongst others. Therefore it is likely to be Monday before we forward a draft to you. |
appreciate the timing is not ideal and very tight given the proposed call for Tuesday pm but we would rather take the
extra time than issue the document with certain elements not closed off. My apologies for any disruption this causes
at your end

Kind regards

Andrew

Andrew Elliv | Associote Dirctor | Advisery
For Grant Thornton UK LLP
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A. Letter of engagement (continue

7 Exchange Crescent | Conference Square | Edinburgh | EH2 84N While we have taken reasonable precautions to ensure that any altachment to this email has been swept for viruses, email communications cannot be
. - guarantesd o be Secure or erar free as information can. inter alia. be tarrupted, ntercepted. lost or contain vinises. Grant Thomton UK LLP does not accept
T {direct) +44 (0)131 659 8525 | T {internal} 58525 | T {office) +44 (H131 229 9181 bty Tor such matter or their consequences In communicating with you by emal you acsept these fsks

+ +
F 440131 220 4560 | M +44 (0)7976 155 923 Please note that communicalions sent by of to any perzon through our campter systems may be viewed by other Grant Thorntan UK LLP personnel and
E andrew.relis@uk gt corm [ W vy grart-tharmton.co.uk agents. Anything in this email fand any attachments) which does not relate to Grant Thornton UK LLP's official business is neither given nor endorsed by
Grant Thamten UK LLP.

GrantTh ti Where relevant, please nole ihat. unless expressly stated otherwse. any wiitten advice contained in. or aitached tothis email is not intended and cannot he
ran ornton used, by any person for avoiding any US penaliies that may beimposed under the US Infemal Revenus Service Code.

An instinct for growth

it gr ant tho into n oo,

Grant Thorntan UK LLP is 3 limited iability parnership registered in England and i ales No.DC307742. A list of members i available from our registered
office: Grant Thomton House, Metton Street, Euston Square, Londen N1 2EP. Grant Thornten UKLLF i authorised and regulated by the Financial
Conduct Authority.

Grant Thornton UK LLP is 3 member firm of Grant Thomton Intern ational Ltd (Grant Tharmton International). R eferences to 'Grant Tharmtor' areto the brand
under which the Grant Thomton member firme operate and refer to one or more member firms, as the context requires. Grant Thormton International and the
member firms are not a worldwide patnership. Services are delivered independently by member firms, which are notresponsible for the services or activities
of ane another. Grant Thorntan International does not provide services to dlient.

The name 'Grant Tharmtor!, the Grant Thormton laga and 'Instinct for grawth are fademarks of Grant Thomton Intern ational. Al copyright & owned by Srant
Thornten Intemational, including the copyright in the Grant Thorrton logo; all rights are reserved

This email (and any attachments) is confidential and may also be legally privileged. Itis iftended for the exclusive use of the inkendad recipient, if you are not
the intended re cipient, any copying, fonmarding, printing or distibution ofthiz email is prohibited and may be unlawful and any action taken or omittedfo be
takcen in teliance on the conterts of this email or its attachments & atyour own risk and, to the fullest adent permited by law, Grart Thorrton UK LLP
aosepts no responsibilty or liability to you. If you have received this email in emor, please notity us immediatehy, delete f from your system and destroy any
capies of it (and any attachments).

Wthen addressed o our cisns, any advice or opinien contained in this email (and any attachments) are subject to the terms and condtions expressed in the
relevant governing engagement terms.

Wihile vue hawe taen reasonable precautions to ersure that any sttachmentto this email has been swept for viruzes, email communications cannotbe
guararteed b be secure or eror free 2 information can, infer alia, be corrupted, intercapted, lost or contain viruses. Grant Thormton UK LLF does not aceept
liability for such matter o their cons equences. In communicating with you by email you acceptihese risks.

Please note that communications sent by ot o any person thraugh our computer systems may be viewed by ather Srant Tharntan UK LLF personnel and
aganis. Anything in this email (and any sttachments) which does not relate o Grant Thomtan LK LLP's official business i neither given nor endorsed by
Grant Tharnton UK LLP,

Wihere relevant, please note that, unless espressty stated othenwise, any written advice contained in, or attached to his email i notintended and cannot be
used, by any personfor avaiding any US penalfies that may be imposed under the US Intemal R evenue Service Code

This email has been scanned.

it or ant-tho imto nco. b

Grant Thorntan UK LLP is 3 limited iability parnership registered in England and i ales No.DC307742. A list of members i available from our registered
office: Grant Thomton Hous e, Metton Street, Euston Square, Londoen N1 2EP. Grant Thornten UKLLF & authorised and regulated by the Financial
Conduct Authority.

Grant Tharnton UK LLP s & member firm of Grant Thomtn Intem stional Ltd (rant Thamion International). f: eferences to 'Grant Thomtor! areto the brand
under which the Grant Thomton member firms operate and refer to one or more member firms, as the context requires. Grant Thomton International and the
member firms are not a worldwide partnership. Services are delivered independently by member firms, which are not respansible for the serrices or activities
wtone another. Grant Thornten International does not provide serices to client.

The name 'Grant Thornton. the Grant Thomton loge and 'Instinstfor grovith' are rademarks of Grant Thomton Intern ational. Al copyright & owned by Grant
Thornton Intemational, including the copyright in the Grant Thornton lage: all rights are resenved.

This email (and any attachments) is confidential and may also be legally privileged. Itis iftended for the exclusive use of the intended recipient, if you are not
the intended re cipient, any copying, fonmarding, printing or distibution ofthiz email is prohibited and may be unlawful and any action taken or omitted fo be
taken in reliance on the contents of this email o1 its attachments = 2t your own risk and, to the fullest edent parmited by law, Grant Thorrton UK LLP
aooepts no responsibility or liability to you. If you have received this email in emor, please notity us immediatehy, delete i from your system and destroy any
copies of it Cand any attachments)

Wthen addressed o our cisns, any advice or opinien contained in this email (and any attachments) are subject to the terms and conditions expressed in the
relevant governing engagement terms.
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Appendices

B. Scope and limitations

® Inaccordance with the engagement letter (attached at Appendix A) we have ® The responsibility for forecasts and the assumptions on which they are based is

carried out an independent high level, review of the Group in connection with
assessing the future strategic options for the Group

Our work has focused on:
— an analysis of the performance of the Unit

— an analysis of the four options outlined in the engagement including the
advantages and disadvantages of each option and the impact of each option
on the Council

The information contained in this report is based primarily on:
— management information provided by the Frank White, Kevin Beveridge and
Colin English including:
— Tender Proposal
— Historical Profit and Loss Accounts for the Unit
— Full Year Budgets for the Unit

— Information on Cost Saving Strategies proposed by the Council, Families
and Staff

— discussions with the following Management of the Council:

— Frank White

— Kevin Beveridge

— Colin English
Our review of the affairs of the Unit does not constitute an audit in accordance
with Auditing Standards and we have carried out no verification work. We have

relied on explanations and source information provided to us by the Council.
Consequently we do not express an opinion on the figures included in the report

The scope of our work has been limited to solely an assessment of the financial
performance of the Unit and of the four strategic options for the Council
outlined in the engagement letter at Appendix A

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015

solely that of the Council. It must be emphasised that all income statement
forecasts necessarily depend on subjective judgement. They are, to a greater or
lesser extent, according to the nature of the businesses and the period covered by
the forecasts, subject to inherent uncertainties. In consequence, they are not
capable of being substantiated or audited in the same way as financial statements
that present the results of completed accounting periods

Our work does not include the provision of any tax advice

For your convenience, this report may have been made available to you in
electronic as well as hard copy format, multiple copies and versions of this report
may therefore exist in different media and in the case of any discrepancy the final
signed hard copy should be regarded as definitive

This report is issued on the understanding that the Council have drawn our
attention to all matters of which they are aware concerning the financial position
of the Unit, which may have an impact on our report, up to the date of this
report. Our fieldwork was performed in the period between 25 May and 10 June
2015. We have not performed any fieldwork since 10 June 2015 and, our report
may not take into account matters that have arisen since then. Events and
circumstances occurring after the date of our report will, in due course, render
our report out of date and, accordingly, we will not accept a duty of care nor
assume a responsibility for decisions and actions which are based upon such an
out of date report. We have no responsibility to update this report for events and
circumstances occurring after the date of this report

27



Appendices

B. Scope and limitations (continued)

® This report is confidential and has been prepared exclusively for East
Renfrewshire Council. We agree that an addressee may disclose our private report
as required by law or regulation, the rules or order of a stock exchange, court or
supervisory, regulatory, governmental or judicial authority without our prior
written consent but in each case strictly on the basis that we owe no duties to any
such persons. It should not be used, reproduced or circulated for any other
purpose, in whole or in part, without our prior written consent, such consent will
only be given after full consideration of the circumstances at the time. To the
tullest extent permitted by law, we do not accept or assume responsibility to
anyone other than Fast Renfrewshire Council for our work, our report and other
communications, or for any opinions we have formed. We do not accept any
responsibility for any loss or damages arising out of the use of the report by the
addressee for any purpose other than in connection with the review of strategic
options of the Unit for East Renfrewshire Council

® We draw your attention to the limitation of liability clauses in Section 25 of the
engagement letter with you dated 22 June 2015. Our principal client relationship
is with East Renfrewshire Council

© 2015 Grant Thornton UK LLP | Bonnyton House - Options Review | 10 July 2015
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C. Background and Project Information

Background Information

Bonnyton House consists of a residential home (Home) and a day centre (Centre)
for elderly people who require supervised care

The Home has 28 permanent beds and 6 respite beds

The Unit is ¢.40 years old but has been refurbished to a good standard. We
understand that room sizes are largely compliant with latest guidance from the
Care Inspectorate

The Unit appears to be well regarded by both residents and families. The Care
Inspectorate reviews have been very good with Grade 5 being achieved in 3 out
of 4 categories for both the Home and the Centre

The Home provides residential care rather than nursing care however where
appropriate end of life care is also provided. There are no nursing staff currently
employed in the Unit but all staff are understood to have care qualifications

In financial terms the Unit is run as two cost centres with shared costs
apportioned between the Home and the Centre

Recently neither operation has performed in line with budgets and the combined
overspend in both the Home and the Centre has been assessed at a cumulative
£656,000 over the past 3 years (£571,000 overspend for the Home and an
overspend of £85,000 on the Centre)

In response to this and the pressure on Local Authority budgets, the Council has
undertaken an appraisal of the recent performance of the Unit and the options
thereon
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Project Framework and Methodology

® The Council is seeking an independent review of its analysis of the options and

comments on the potential savings it may be able to achieve

® In performing this review we have performed the following work

— Reviewed the historical financial information and commented on major cost
drivers

— Provided comments on the level of savings achieved under each option

— Qualitatively assessed each option

® The budgets supporting each case envisage changes in operations at varying times

during FY16 with the full projected impact arising in FY17. As yet no changes
have been implemented and the full year impact may not arise until FY18. Our
review has therefore focused on the projected full year benefit once changes have
been implemented
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D. Sources of Income

Summary of charges for Permanent Residents (per week)

Recognised in Bonnyton

Unrecognised Income paid

£ House Accounts by LA
Self funded residents

FPCR 171
Means tested contributions 453

Total contributions 453 17
LA funded residents

FPCR 171
Local Authority Top Up Funding for LA Residents 329
Contribution referenced to DWP Income 124

Total contributions 124 500

Other sources of Income

Recognised in Bonnyton

Unrecognised Income paid

£ House Accounts by LA
Respite beds 124

Day Centre 31

Sources: 1. Management

Sources of Income

® Income for the Unit is derived from a number of sources including public funds
and self funded residents. Public funds are paid from either LA budget or other
publicly funded bodies, such as Department of Work and Pensions (DWP)

® Self funded residents

— FPCR of £171 per week is paid from LA funds

— balance of £453 per week is met from self funded residents personal assets
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Public funding — LA

— FPCRis paid from LA funds — effectively the first £171 of all residents care is
paid from public funds

— subject to means testing, LA is required to pay a further £329 towards the
cost of residents care

— these two categories of income represent the free care commitment for LA

— additionally weekly income of £124 is received from public funds representing
the residents DWP entitlement

Council has projected that the Home operates with mix of 50% self-funded and
50% publicly funded residents (The 3 year average is 45%: 55%)

— a process of financial screening is in place to classify prospective residents

— Council does not control the number of self funded or publicly funded
residents it admits and as such the mix of residents can fluctuate

Permanent Beds occupancy rate is 87.5% (3 year average)

Respite Beds are charged at £124 per week payable by the resident
— care provided is the same as for permanent residents

— Respite Beds occupancy rate is 46% (3 year average)

Day Centre

— the daily charge for the Centre is £4.40

— activity is between 10/11 clients per day. This equates to 70-80 clients pet
week

Income Recognition

For financial reporting purposes the Council only recognises Income from
outwith the LA

Income levels for the Home and consequently the deficit may vary dependent
upon occupancy levels and the mix of residents
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E. Historical Financial Review of the Home for 3 years ended 31 March 2015

Income and Expenditure Account (reflected in Accounts) - Home Care

Income Overview

® As noted eatlier the Council does not recognise the benefit of income which is

£000 FY13 FY14 FY15 met by Local Authority funds
Income — whilst we understand this from a perspective of internal accounting, an
persp g, any

Sales fees and Charges 427 424 412 : : . : . : :
Other| 6 5 y consideration of the options available to the Council requires that its total

er Income . . ) . .
Total Income 53 20 e income and expendltu.re should.be recognised (i.e. self f@ded afld Council

funded) to enable a fair comparison between the alternative options
Costs
Staff Costs/Payroll (1,053) (1,143) (1,009 ©® We note that the proportion of self-funded residents for permanent beds has
Property Costs (116) (96) (121) decreased from 50% to 39% between FY14 and FY15 but we wete advised
Transport Costs (14) (7) (6) during our Home visit that 70% of residents are currently self-funded
Supplies and Services 97) (68) (121)
° _0()0

Depreciation and Impairment 63) 32) ) We noted occupancy levels are between 85-90% for permanent beds
Total Costs (1,341) (1,347) (1,346)) ® Based upon a 50% split of self funded resident and average occupancy rates for
Actual Net Cost to Council (909) (917) (924) last 3 years we have provided an estimate of the "unrecognised income"
Additional Information ®  Occupancy of respite beds averages ¢.50% indicating that there is spare capacity
Occupancy Level for Permanent Beds 85.4% 90.8% 85.5% to provide additional respite care and generate additional income to contribute
OCCUpanCy Level for Respite Beds 55.0% 39.0% 45.0% towards the COSts Of Operating the Home
Self-funded Patients 49.0% 50.0% 39.0%
Estimate of average annual Income not reflected in Accounts
£'000 FY13 FY14 FY15
LA Contribution - All residents 213 226 213
Council Top-up Contribution for LA funded residents 209 217 250
Total Potential Unreported Income 421 444 463
Adjusted Net cost to Council (487) (474) (461)

Sources: 1. Management information
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After accounting for LA "free case" contributions the average "net'" cost
of operating the Home is c.£474,000 per annum (3 year average)
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E. Historical Financial Review of the Home for 3 years ended 31 March 2015

(continued)

Direct Costs

£000 FY13 FY14 FY15
Payroll Costs

Staff Costs 990 1,003 973
Agency Costs 62 140 126
Property Costs

Energy Cost 55 26 44
Repairs & Maintenance 36 40 47
Misc 24 30 30
Transport Costs 14 7 6
Supplies and Services

Food Costs 71 32 87
Other S&S Costs 26 37 33
Depreciation and Impairment 63 32 -
Total 1,341 1,347 1,346

Sources: 1. Management

Staff Costs/Payroll (FY15 - £1.098 miillion incl. Agency Costs of £125,000)

® The council has budgeted for 27 APTC employees and 8 Manual employees in
the Home. The average payroll costs per full time employee in FY15 was
¢.£28,000 per annum which includes both NI and Pension costs.

® Typically we would expect payroll costs to be 50% of total revenue (for a
privately operated residential home). In this case, after increasing income to
include Council funding of residents, staff payroll costs are 123% of total
'revenue'.

® e note that shift numbers for the Unit have been set in discussion with the

Care Inspectorate. The current level is 1 care staff member for every 4 residents.

Our expectation for a Home of this size would be a ratio of 1 to 8. Staff costs
could be reduced significantly if staff requirements are rationalised to this level
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Staff pay rates: analysis of the staff pay rates shows that carers pay is an average
of ¢.£9 per hour and senior carers are paid £15.60 per hour. These are
approximately 40% higher than rates at comparable local private care homes.

Agency costs: we understand that in order to meet shift requirements, combined
with restrictions on some employee contracts, the Home regulatly requires to
employ agency staff. This requirement is over and above any cover for any
absence/sickness. Total agency expenditure for the last three years was £329,000

Agency staff are very expensive (approx. double the cost of an employed staff
member). Most care operators only use agency for nursing staff and the private
sector benchmark is that agency costs should be less than 3% of the combined
payroll costs. The agency cost for the Home is 11.4% of combined costs.
Agency costs reductions could be achieved in a number of ways: offering
overtime incentive to existing staff, hiring more permanent staff or establishing a
bank of temporary staff on zero hour contracts

We recognise that changes to staff costs are difficult to achieve for a Local
Authority operated Home but for illustrative purposes if a private operator was
able to agree standard residential staffing levels with CI at private pay sector rates,
and reduce agency to ¢.3% of combined staff payroll, then we estimate staff
savings would be ¢.£565,000 per annum. This represents ¢.51% reduction to
FY15 costs. We fully acknowledge the sensitivities and political issues that might
arise, making it very difficult for the Council to achieve the same cost base as a
private operator

It will be difficult to reduce the proportionately high statf costs in the short term.
This is likely to be a factor for interested parties in any sale of the Unit
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E. Historical Financial Review of the Home for 3 years ended 31 March 2015
(continued)

Non-staff costs (Property, Transport and Supplies and Services)

Benchmark sector non-staff costs for a private operator are 18% of income. The
comparable costs for the Home are 29% (based on an average overall income,
including LA funding, of £850,000 income and FY15 non staff costs of £248,000
costs). These are ¢.50% higher than the private sector norm

Property Costs (FY15 - ¢c.£121,000)

Energy costs were lower in FY14 than FY13 and FY15. We understand that this
is mainly due to cost allocation as the energy costs for the Centre in FY14 were

¢.£26,300 while in FY15 and FY13 they were £nil

Private sector benchmark for Repairs & Maintenance and Capital costs are
¢.£1,200 per bed per annum. This equates to c.£41,000 per annum for the Home
and compares relatively closely with the Repairs & Maintenance costs for the last
three years.

Supplies and Services (FY15 - ¢.£121,000)

We note a high level of fluctuation in food expenditure in the three year period.
Looking at the Centre food costs fluctuations, there appears to be an inconsistent
allocation of costs between the two cost centres. We estimate that ¢.£30,000 —
£40,000 of food costs applied to the Home in FY 13 and FY 15 should have
been allocated to the Centre

Food costs are currently deemed to be high at ¢.£6.30 per day in comparison to
an average cost in similar private facilities in the UK of £3.50 per day.
Rationalising food expenditure could result in further savings of £18,000 per
annum

Other costs of £34,000 include, inter alia, other categories such as aids for
disabled residents (c.£12,000) and registration fees (c.£5,338)

Depreciation and Impairment (FY15 - £nil)

The charge for FY15 has not been finalised yet. We expect the level of charge to
be similar to FY13 and FY14. The basis of depreciation is on a straight line basis
spread over 40 years on an asset value of £910,000
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Other Costs Categories
® Other cost categories include transfer payments and transportation costs

® For the purposes of this analysis we consider these costs immaterial

Summary

® The Council estimate that the deficit for the Home is ¢.£900,000 per annum.

However this does not reflect the costs that the Council would incur regardless
of whether it or a private third party operator provides the care. If these are
included the average deficit over last three years is £474,000

® We recognise the sensitivities and political issues that may arise if staff costs were

at the same level as a private operator. However, for illustrative purposes, if the
Home's costs were in line with private sector benchmarks, then in FY15 the
combined savings would be £583,000 per annum.
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F. Historical Financial Review of the Centre for 3 years ended 31 March 2015

Income and Expenditure Account (reflected in Accounts) - Day Centre

£'000 FY13 FY14 FY15
Income

Charges to persons using service 22 21 17
Health Board 108 108 81
Total Income 130 129 98
Costs

Staff Costs/Payroll (592) (663) (633)
Property Costs (6) #1) (1)
Transport Costs (17) (1) (30)
Supplies and Services (17) (51) (13)
Total Costs (632) (777) (687)
Cost to Council (503) (648) (589)

Sources: 1. Management

Income

The income represents a daily charge paid by clients and publicly funded
recharges to other departments for use of the service i.e. Health Board represents
income received from the Local Health Board for day care support for patients
that have recently been discharged from hospital

Total income has reduced by 24% in the last 12 months due mainly to a decrease
in income from the Local Health Board

Management advise the weekly number of service users fluctuates between 70
and 80. This is based on an average of 10-11 setrvice users per day and the
Centre being open 7 days per week. This compares to a centre capacity of 24 day
places and 10 evening places. Accordingly the Centre is operating significantly
below capacity

Daily Charge is on average £4.40 per day per service user. We understand this
rate has been set as an estimate of the daily food cost but does not take into
account the cost of any care assistance provided
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We understand that other Day care facilities either private or local authority
operated may charge c.£20 per day per client user. If a similar charge was raised
by the Centre and there was no reduction in clients there could be additional
income of ¢.£75,000 per anhum

Staff Costs/Payroll (FY15 - £633,000)

Payroll expenditure represents between 85% and 93% of total costs over the
three years. This is split between

— employed staff (FY15 — £558,000)
— agency costs (FY15 — £75,000)

The agency cost is 12% of the combined Centre payroll — which is in excess of
the sector norm of 3%. On the basis that agency staff cost around twice as much
as employed staff there is an inherent potential saving of c¢.£37,500 per annum

We understand that the Care Inspectorate require a minimum staffing level of
seven care staff when the day care centre is open. This represents 1 staff member
to every 1.5 service users. This seems excessive based not only on comparable
(and higher dependency) Home residents, but also compared with the Day
Centre income

The council has budgeted for 13 APTC employees in the Centre and

5 Manual employees. Average cost per full time employee in FY15 is ¢.£31,000
including National Insurance and pension cost. This represents an average
hourly rate of £15.90 per hour based upon a 37.5 hour week. These staff costs
appear extremely high compared with the cost of a Home carer earning £9.60 per
hour including National Insurance and pension cost

Management atre currently reviewing the potential cost savings offered by
adopting more personalised client focused services.

Currently the cost of the Centre is £579,000 (3 year average). 90% of total
Centre expenditure is payroll
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F. Historical Financial Review of the Centre for 3 years ended 31 March 2015
(continued)

Direct Costs Transport Costs (FY15 - £29,000)
700,000 - ® This covers fuel purchases, driver hire, vehicle hire and general vehicle
600,000 - maintenance
500,000 - ® Transportation costs have increased throughout the three year period by 73.8%.
400000 | = 2013 The FY15 cost of £29,000 comes from increased repair and maintenance
w 2014 expenditure
300,000 -
2015 Summary
200,000 1 ® We recognise that the benefits of the Centre are not measured in purely financial
100,000 - terms and unlike the Home there are no readily available or comparable
04 alternatives against which to measure cost. However based upon FY15 Deficit of
3 3 2 = £589,000 and cutrent utilisation of 80 clients per week, the cost to the Council is
§ et % < £141 per client per week. The budget has allowed for 18 FTE statf members
Q 2L . . .
2 & 3 3 going forward for 10/11 setvice users per day. We understand the Council are
38 = = 5 mvestigating alternative day care support strategies which may deliver more
g @ personalised client focused support and it believes these can be delivered at lower
n
Sources: 1. Management cost
. . . . .
Property Costs (FY15 - £11,000) As with the Home, the primary expenditure is staff costs and the average cost per

employee is ¢.£31,000 including national insurance and pension cost. This is
approximately 30% higher than what we would expect if the service was operated
by a private operator. This uplift would only appear to be partially explained by
the requirement by the CI for the Centre to have a minimum number of staff
available per shift

® Property costs have remained stable in FY13 and FY15. By exception in FY14
property costs were c.£41,000 which is attributable to increased energy costs.
Our analysis indicates that this 'spike' in costs is the result of inconsistent
allocation of costs between the Home and the Centre in FY14. (£26,300 of costs
were allocated against the Centre in FY14 with nil allocation in FY13 and FY15)

Supplies and Services (FY15 - £13,000)

® FY15 costs are comparable to FY13. In FY14 supply and service costs increased
substantially to c¢.£51,000. This is mainly attributable to increased food
expenditure however our analysis indicates that the allocation of costs between
Home and Centre may not be accurate. We estimate that c.£30,000 — £40,000 of In FY15 the Centre cost the Council an average of £141 per client visit
food costs applied to the Home in FY 13 and FY 15 should have been allocated
to the Centre based on FY14 compared to total costs between FY13 and FY15
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G. Budget v Actual Performance for Unit for 3 years ended 31 March 2015

Unit: Summary of annual Budget to Actual variances Centre: Summary of annual Budget to Actual variances
£'000 FY13 FY14 FY15| |£'000 FY13 FY14 FY15
Income Decrease/(Uplift) (56) 43 79|  |Income Decrease/(Uplift) (11) (8) 15
Staff Costs 67 312 257| |Staff Costs 19 117 93
Repairs & Maintenance Costs (2 32 12|  |Repairs & Maintenance Costs (33) (3) (4)
Energy Costs 19 (18) (28) Energy Costs (3) (8) (36)
Miscellaneous Costs 1 13 18| |Miscellaneous Costs (10) (3) (6)
Supplies and Services 7 13 25| |Supplies and Services (27) 7 (32)
Depreciation and Impairement (5) (45) (82) Depreciation and Impairement (0) 0 (0)
Transport Costs (3) (5) 2| |Transport Costs (7) 2) 6
Other Costs/(Income) (0) - 0| |Other Costs/(Income) 6 3 11
Total Variance (Favourable)/Adverse 28 345 283| |Total Variance (Favourable)/Adverse (66) 104 47
Home: Summary of annual Budget to Actual variances Comparison of Budget to Actual Financial results
® We have reviewed the budget variances over the last 3 years to gain an

£/000 FY13 FY14 FY15 understanding of the reliability of budget as an indicator of future performance.
Income Decrease/(Uplift) (45) 51 64 We provide brief comments on key variances as follows:
Staff (_:OStS ‘ 48 19 164 e Income variances (positive in FY13 and adverse in FY14 and FY15) represent
Repalrs & Maintenance Costs 81 % 16 variations to budget as a result of the mix of funded and self-funded residents
Energy Costs 22 (10) 8 . .

) combined with occupancy rates
Miscellaneous Costs 11 16 24
Supplies and Services 34 6 571 ® Payroll costs have consistently exceeded budget expectations. In FY14 and FY15
Depreciation and Impairement (5) (45) (82) payroll costs exceeded budget by ¢.£312,000 and ¢.£257,000 respectively
Transport Costs 4 3) (4) primarily due to higher agency costs of £243,013 in FY14 and £192,579 in FY15).
Other Costs/(Income) (6) (5) (11) The payroll cost overrun is the most significant factor (but not the only factor) in
Total Variance (Favourable)/Adverse 94 24 236 the overall budget v actual variances
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G. Budget v Actual Performance for Unit for 3 years ended 31 March 2015
(continued)

® Depreciation and Impairment has not yet been calculated for FY15 therefore the
budget variance of £82,000 will most probably decrease

Conclusion

® The budget has consistently underestimated the actual costs incurred by the
combined cost centres

® We believe that in certain categories the budget has been set at an aspirational
target rather than to reflect the actual cost experience of both the Home and the
Centre. Given the consistency with which the Unit's cost base exceeds Budget,
we believe that it would assist the Council's decision making if actual costs
experience were mote accurately reflected in the future Budget.

For the purposes of the review and assessment of potential savings we
believe the Council should reflect the actual cost experience and not

projected Budgets
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H. Forecasts for Home for the 4 years to 31 March 2019

Council Income and Expenditure Forecast (reflected in Accounts) - Home

Actual Forecast Forecast Forecast Forecast
£'000 FY15 FY16 FY17 FY18 FY19
Income
Sales fees and Charges 412 475 475 475 475
Other Income 11
Total Income 423 475 475 475 475
Costs
Staff Costs/Payroll (1,099) (949) (963) (977) (991)
Property Costs (121) (73) (73) (73) (73)
Transport Costs (6) (10) (10) (10) (10)
Supplies and Services (121) (64) (64) (64) (64)
Depreciation and Impairment - (82) (82) (82) (82)
Total Costs (1,346) (1,178) (1,192) (1,206) (1,220)
Cost to Council (924) (702) (716) (730) (744)
Additional Information
Occupancy Level for Permanent Beds 86% n/a n/a n/a n/a
Occupancy Level for Respite Beds 45% n/a n/a n/a n/a
Self-funded Patients 39% 50% 50% 50% 50%
Estimate of Income not reflected in Accounts

Actual Forecast Forecast Forecast Forecast
£'000 FY15 FY16 FY17 FY18 FY19
LA Contribution - All residents 213 218 218 218 218
LA Top-up Contribution 250 210 210 210 210
Total Potential Unreported Income 463 427 427 427 427

Estimated Deficiency from Home (461) (275) (289) (303) (317)

LA Contribution all patients: 28 beds, £171 per resident per week, 52 weeks, Occupancy level 87.5%
LA Top-up Contributions: 14 beds, £329 per resident per week, 52 weeks, Occupancy level 87.5%
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Council Forecasts Analysis

The Council has prepared a budget for the Unit for FY16 and extrapolated
through to FY19

— For the Home the FY16 budget is based upon the FY15 Budget and not
actual costs for FY15

— For the Centre the budget includes a number of changes and these are
discussed separately

FY16 Home budget

Income levels are forecast to be consistent with historical levels

— Council has forecasted that 50% of service users will be self-funded from
FY16 onwards

— the uplift in income between FY15 and FY16 represents a change in the
mix between funded and self-funded residents from 39% to 50%

— occupancy levels are forecast to remain at historic average of 87.5%.

Total costs are projected to decrease by £168,000 in FY16 compared to FY15
and increase thereafter by £14,000 which relates to increased payroll expenses

As we have commented the Home has not performed in line with previous
budgets and the adverse net variance has been in excess of £280,000 in each of
the last 2 years. This indicates that the Home has difficulty in performing in line
with budget

The budget assumptions are not detailed nor supported by a proposed action
plan to support a view that the Home performance will be significantly improved
in FY16 onwards. Additionally our review of historical activity indicates that
there are a variety of operational costs which have been consistently above the

budget level
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H. Forecasts for Home for the 4 years to 31 March 2019 (continued)

® On this basis we believe that the budget should be re-cast to reflect

— recognition of all sources of income including Council contributions. We
estimate this could be ¢.£427,000 per annum

— the actual results in FY13 — FY15 as this will provide a better representation
of the likely cost of operating the home in the period to FY19. In FY15 costs
were £1.346 million, £168,000 more than the FY16 budget assumption

— FY15 costs are comparable to FY13 and FY14 costs

® Based upon our eatlier analysis, and assuming no change to the operating model,
we consider that this will give rise to an annual deficiency for the Home of
¢.£497,000 (based upon FY15 cost to Council of £924,000 less projected FY16
"unrecognised income" of £427,000). This is the annual cost to the Council of
operating the home in comparison to placing residents with a third party private
provider

® We consider this estimate of annual deficiency to be the appropriate measure for
comparison with the other Options
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lllustrative budget for Home if operated by a private operator

£'000

FY15 Deficit (924)
FY16 Projected "Unrecognised Income” 427
Increase in Respite Income 79
Staff/Agency Cost Savings 565
Food Cost Savings 18
lllustrative profit /(loss) for private operator 165

Potential improvements to performance

® Odur earlier analysis identified a number of areas where, on a benchmarking basis,
we consider the costs incurred to be higher than we would expect. We recognise
that sector benchmarking is a comparison against the costs likely to be incurred
by a private operator and these will not always be achievable by the Council.
Nonetheless they are illustrative of potential levels of performance

— Respite beds charge out rates increased from £124 to £624 per service user
pet week in line with permanent beds. Based on FY15 this would increase
income by a further £78,760

— Staff and Agency costs rationalised could give a potential saving of up to
¢.£565,000 or 51% on the payroll costs incurred in FY15

— Food costs be harmonised with industry standards leading to a reduction of
¢.50% or £18,000 per annum

® If the above are reflected the Home could potentially generate profit of
¢.£165,000 per annum

Our analysis indicates there is scope for savings and improvement in
performance however in the absence of a detailed plan to address

performance we consider the budget deficit is understated by c.£168,000
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I. Forecasts for Centre for the 4 years to 31 March 2019

Council Income and Expenditure Forecast - Day Care

FY15 FY16 FY17 FY18 FY19
£000 Actual Forecast Forecast Forecast Forecast
Income
Charges to persons using service 17 12 12 12 12
Health Board RT 81 - - - -
Total Income 98 12 12 12 12
Costs
Staff Costs/Payroll (633) (236) (241) (246) (251)
Property Costs (11) (4) (5) (5) (5)
Transport Costs (30) (5) (6) (6) (6)
Supplies and Services (13) (17) (18) (20) (21)
Total Costs (687) (262) (270) (277 (283)
Actual Net Cost to Council (589) (250) (258) (265) (271)
Council Expected Savings (250) (258) (265) (271)

Sources: 1. Management
Council Forecasts Analysis

® The FY13 — FY15 three year average cost to the Council of operating the Centre
is £579,000

® The budget projects a 62% reduction in total costs to £262,000 in FY16. This is
primarily due to 63% reduction in payroll costs

® This budget has been compiled on the assumption that the Council no longer
operates the Centre at Bonnyton House and provides future day care support in a
different format involving more personalised client focused services.

— We understand this involves less direct staff (potentially a reduction of ¢.50%0)

— the actual number of staff required to provide the alternative day care
strategy has not been established

— the cost of potential redundancies has not yet been quantified
— propetty costs are assumed to reduce as the service will not require premises

comparable to Bonnyton House
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Transportation costs will be reduced by 83% to £5,000 and remain at those levels
throughout the forecasted period. This assumes the cessation of the provision of
transportation to residents on a daily basis therefore reducing costs substantially
Three year average costs have been £22,000

Changes in the remainder of the costs are not considered material

The new strategy is not currently in operation and any benefit will not be realised
in FY16. We understand it is envisaged it will be implemented by the start of the
next financial year (FY17)

GT Analysis

The new style of day care service will not be introduced until FY17 and therefore
we anticipate that the FY16 deficit will be similar to FY15, namely c.£589,000

The plan for the new service is not yet fully developed and our commentary is
limited to noting its proposed cost base in comparison to the current operation.
Assuming this can be implemented the savings could be significant

It is not yet clear how many staff will be required or how many staff will be
redeployed to other Council cost centres. When this analysis is complete the
Council should establish the extent to which the change in strategy is delivering
savings to the Council and not simply to the Bonnyton House cost centres
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J. Forecasts for Unit for the 4 years to 31 March 2019

Council - Income and Expenditure Forecast (reflected in Accounts)

FY15 FY16 FY17 FY18 FY19
£'000 Actual Forecast Forecast Forecast Forecast
Income
Home 423 475 475 475 475
Day care 98 12 12 12 12
Total Income 521 487 487 487 487
Costs
Staff Costs/Payroll (1,732) (1,185) (1,204) (1,223) (1,242)
Property Costs (132) (77) (78) (78) (78)
Transport Costs (36) (15) (16) (16) (16)
Supplies and Services (134) (81) (82) (84) (85)
Transfer Payments (0) - - - -
Depreciation and Impairment - (82) (82) (82) (82)
Total costs (2,034) (1,440) (1,462) (1,483) (1,503)
Actual Net cost to Council (1,513) (953) (975) (996) (1,016)
Additional Information
Occupancy Level for Permanent Beds 86% n/a n/a n/a n/a
Occupancy Level for Respite Beds 45% n/a n/a n/a n/a
Self-funded Patients 39% 50% 50% 50% 50%
Estimate of Income not reflected in Accounts

FY15 FY16 FY17 FY18 FY19
£ Actual Forecast Forecast Forecast Forecast
LA Contribution - All residents 218 218 218 218 218
LA Top-up Contribution 210 210 210 210 210
Total Potential Unreported Income 427 427 427 427 427
Councils Estimated Cost of Unit 427 427 427 427 427
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Overall Budget for the Unit

The table provides a summary of the combined Budget for the Unit

If the cost savings can be achieved for the Centre the combined Deficit to the
Council is budgeted to be £953,000 in FY16 and c.£1 million thereafter. This
compares to the FY15 deficit of c.£1.5 million

We also note that the deficit in FY13 and FY14 was £1.411 million and £1.565
million respectively.

While we accept the Council could make savings, based upon level of historical
cost incurred, we believe it is likely that the Council will incur a significant
adverse variance in FY16
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K. Forecasts for Family Option for the 4 years to 31 March 2019

Family Option

£'000 FY16 FY17 FY18 FY19
Income 1,067 1,081 1,095 1,109
Expenditure (1,897) (1,911) (1,925) (1,939)
Cost to Council (830) (830) (830) (830)
Proposed GT Adjustments

Reversal of unrecognised ERC Income (144) (144) (144) (144)
Reduced rate for self funded residents (90) (90) (90) (90)
Reflect historical ccupancy (135) (135) (135) (135)
Agency Costs (90) (90) (90) (90)
Day Care Services (251) (251) (251) (251)
Total Adjustments (710) (710) (710) (710)
GT estimate of comparable Cost to Council (1,540) (1,540) (1,540) (1,540)
Unrecognised ERC Income (for 28 beds) 427 427 427 427
FPCR (for 17 beds) 132 132 132
Publicly Funded (for 8.5 beds) - 128 128 128
Total Unrecognised ERC Income 427 687 687 687
Annual Cost to Council (1,113) (853) (853) (853)
Capital Investment 729

Assumption - Families

® Family Option assumes the 6 respite beds will be converted to permanent beds

and the Centre will be converted to an additional 11 beds giving Unit a total of 45
beds. The cost of the day care supportt is not reflected in this Budget

— the number of beds is assumed to be 34 in FY'16 and increasing to 45 from
FY17 onwards. Our analysis focuses on the position as a 45 bed home

— level of initial investment required to make the necessary modifications is
¢.£729,000. We have not reviewed the support for this capital expenditure and
cannot comment upon its accuracy
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Mix of residents projected to remain at 50% LA funded and 50% self-funded

For self funded residents fees for the Home will increase from £624 per week to
£800 per week of which £631 will be paid by the resident

For Local Authority funded residents, income has been calculated at £156 per
week per resident. This rate is comprised of the DWP rate of £124 and an
additional £32. This represents the average DWP contribution of an LA funded
resident referenced to families view of the DWP Tariff system. An analysis of
current additional DWP Contributions is not available

Income is expected to be c.£1.1 million comprising

— self and publicly funded resident fees of ¢.£923,000. This is split further to
£740,000 (self funded residents) and £183,000 (publicly funded residents)

—  £144,000 to reflect the benefit to the Council of the additional capacity and
the saving of payments it would otherwise be making to third party operators.
We agree that this needs to be reflected but for purposes of this exercise do
not believe it is appropriate to classify this as income and it should not be
directly reflected in the budgeted Income and Expenditure statement. We
comment further on the quantum of this benefit below

The budget prepared by the Families does not include the cost of providing day
care services. Accordingly to enable comparison between options it is necessary
to include provision for this. We have included the cost on the basis of the cost
of the alternative strategy being considered by the Council of £251,000 per
annum.
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K. Forecasts for Family Option for the 4 years to 31 March 2019 (continued)

GT Commentary on Assumptions

Income

The financial calculation in Families forecast assumes an increase in capacity of
only 11 beds. This treats the existing 6 respite beds as if they were already
permanent beds. This is incorrect as the respite beds are currently available to
residents on a lower cost than permanent beds. We consider that the correct
basis is to reflect an increase of 17 permanent beds

As noted above, there is a benefit to the Council of additional beds compared to
the current position. This care cost represents a saving to the Council on
payments it currently pays to third party providers. As noted above the Families
budget assumes only on 11 new beds giving rise to a benefit to the Council of
£144,000. In our view the potential benefit is understated and should be
reflected as follows

— FCPR Additional 17 beds @ 171 per week — £132,268 per annum
— additional LA funded residents 8 beds @ £329 pet week — £127,240

On this basis the benefit to be reflected in any comparison of options is
¢.£260,000 rather than £144,000

The Families assume that all Self funded residents would be capable of paying
£631 (£800-£169) per week required to achieve the level of revenue suggested.
As this represents an additional £9,152 per annum per Self funded resident we
suspect this will be challenging to achieve. If for instance only 50% of the Self
funded residents were able to pay the increased fee (mix of residents: 25% self
tunded at full rate and 25% at current rate) the revenue would reduce by

¢.£90,000. Alternatively the price increase may adversely impact on occupancy
levels as relatives may seek to relocate residents to lower cost alternatives

This budget assumes 100% occupancy. Historically the Home has achieved an
average occupancy of 87.5%. Therefore we consider income should be reduced
by £135,000
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Costs
® Staff costs in FY15 were c.£1.1 million. The Families have projected a staff cost

of ¢.£1.5 million excluding any agency costs, an increase of 36% at a time when
capacity will increase by 60%

This implies potential economies of scale and a lower ratio of staff to residents
than the one currently prescribed by the CI. In line with our earlier comments
we believe there may be scope to achieve a lower ratio and therefore do not
disagree with the assumption in general terms. However the budget does not
detail the proposed staff mix and headcount or the potential shift arrangements
to enable the budgeted cost to be fully evaluated and whether an adjustment to
the Budget is required

The proposal assumes no Agency costs. This is not representative of the
experience of the Home nor the sector. Even allowing for improvements in
attendance (reduced absence, sickness etc.) we consider a provision should be
included in the Budget

In FY15 Agency costs for the Home were ¢.11% of total payroll costs as
opposed to sector benchmark of 3% for a private care operator. Based upon the
Home's most favourable Agency cost percentage in last 3 years (6% in FY13) a
charge of £90,000 should be included in the budget. If the more recent
experience continues this charge could be as high as £165,000
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K. Forecasts for Family Option for the 4 years to 31 March 2019 (continued)

Cost of free care

We estimate the cost of the Councils free care commitment absorbed by the
Home would be a total of £687,000

—  £427,000 — current cost relating to 28 bed home with 50% LA funded
residents

—  £260,000 — LA funded costs for 17 additional beds of which 50% are
occupied by LA funded residents (FPCR: £132,000: LA funded residents:
£128,000)

In order to meaningfully compare the options account needs to be taken of any
additional cate cost (or unrecognised 'income') absorbed in the budget

Under this option this would be £260,000 and thus the comparable annual cost
to the Council of running the Unit would be £1.280 million
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Conclusion

The budget for the Families Option estimates net annual cost to the Council of
operating the Home would be ¢.£830,000. After applying suggested adjustments
and sensitivities this would be £1.289 million. If the projected cost of the day

care support of £251,000 is included the projected comparable cost to the
Council 1s £1.54 million

The additional free care contributions by the local authority for the 17 beds

comes to £260,000 per annum. Therefore the comparable projected cost to the
Council of providing care is £1.28 million

Total free care contributions by the LA absorbed in the budget are estimated at
£687,000

This proposal also requires the Council to fund a capital investment of £729,200

The council would still need to meet the cost of providing day care support by
other means or at alternative locations

We also observe the Council would still be responsible for managing the Home
and any budget versus actual variances
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L. Forecasts for Staff Option for the 4 years to 31 March 2019

Staff Option Assumption - Staff
® The proposal's reference point is the FY16 draft budget produced by the Council.
£'000 FY16 Budget FY16 FY17 FY18 FY19 The Council has budgeted income and expenditure as follows:
Income 601 601 615 629 643 — Income of £601,000 analysed as follows
Expenditure (1,847) (1,568) (1,582) (1,596) (1,610) ]
Deficiency (1,246) (967) (967) (967) (967) - £475,000 of income generated by the Home
— £126,000 of income generated by the Centre
GT Proposed Adjustments . T
Reflect historical ccupancy on 34 beds (83) (83) (83) (83) Expendlture of £1 847 on analysed as follows
Reduced rate for self funded residents (78) (78) (78) (78) — £1.178 million of expenditure generated by the Home
Increased Cost Base (169) (169) (169) (169) — £669,000 of expenditure generated by the Centre
Agency Costs (103) (103) (103) (103) ) ] o
Adjustment on Transportation Costs (35) (35) (35) @s5)| ® InFY16 the Council has calculated a budgeted deficit of £1.246 million
Total Adjustments (468) (468) (468) (468)| ® The approach taken in the Staff option budget is to reflect all changes whether
they are to income or expenses as adjustments to Expenditure
Revised Costto C il 1,435 1,435 1,435 1,435 . . .
S e (1.459) (1455) (1459 LA o Key assumptions in the Staff option budget are as follows
Unrecognised Income Element — conversion of 6 respite beds to permanent beds to create 34 permanent beds.
Unrecognised ERC Income - 28 beds 427 427 427 427 The Statf estimate this would increase income by ¢.£30,000 per annum
EP;Bl- ibejsd 3bed ) 23 23 23 — increased fees for self funded residents to £800. They consider the income
e : uplift will be £155,000 per annum
Unrecognised ERC Income 427 503 503 503
— 100% occupancy with 50% self funded residents
Ann.ual Cost to Councll (1,008) (932) (932) (932) — asaving of £38,000 per annum projected on staff costs based on reduced
Capital outiay (60) - - levels of absenteeism (8% originally down to 4%)

— asaving of ¢.£36,000 per annum on transportation costs based on
discontinuation of the transportation setvice over the weekend and usage of
service car instead of bus

— savings of £20,000 on food and energy costs

® The changes and efficiencies are estimated to generate savings to budget of

£279,000
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L. Forecasts for Staff Option for the 4 years to 31 March 2019 (continued)

® The overall net cost the Council after all identified changes and efficiencies are

applied is £967,000 per annum
GT Commentary on Assumptions

Income

® The proposal includes 6 additional Permanent Beds 3 of which would be
represented by LA funded residents. Based upon a 50:50 resident split the staff
calculate that this would generate income of ¢.£505,000

® This budget appears to assume 100% occupancy of the Home. Historically the
Home has achieved an average occupancy of 87.5%. Therefore income should be
reduced by £83,000 to reflect the likely occupancy levels

® This budget assumes that all self funded residents would be capable of paying
£631 per week required to achieve the level of revenue suggested. As this
represents an additional £9,152 per annum per self funded resident we suspect
this will be challenging to achieve. We consider the proposed income uplift
should be adjusted as follows

— restriction in the level of fee uplift to 50% of the residents reducing revenue
by ¢.£78,000. Alternatively the price increase may adversely impact on
occupancy levels as relatives may seek to relocate residents to lower cost
alternatives
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Costs

As with our comments on the Councils proposed budget for the Home in FY16
we consider that on a general basis the budget should reflect actual cost
experience of the Home. Therefore the cost base against which the Staff
efficiencies have been applied is in our view understated by c.£169,000 being the
difference between FY15 actual Home Expenditure compared to FY16 budget
used for the preparation of the Staff option

Staff costs for FY16 are estimated to be c.£1.47 million. No staff changes or
redundancies have been assumed in the calculation made by Staff

We note the proposed improvement in payroll costs by seeking to halve
absenteeism/sickness. The impact on the cutrent overspend on payroll costs is
estimated to be £38,000. We are not clear on exactly how this will be achieved if
current levels reflect genuine absence. Additionally the staff have measured the
saving against a cost overspend that is not reflected in the budget. Therefore any
potential saving should only be reflected if the current budget overspend of
£169,000 is also reflected

In FY15 Agency costs for the Unit were ¢.11% of total payroll costs as opposed
to sector benchmark of 3% for a private care operator. Based upon the most
favourable Agency cost percentage in last 3 years (6.2% in FY13) a charge of
£103,000 should be included in the budget. If the more recent experience
continues this charge could be as high as £193,000 (FY15 Actual)

The proposed savings for transportation costs represent a reduction to nil.
There does not appear to be a specific plan to achieve this and our view is that
costs are likely to remain at current levels of ¢.£35,000 per annum
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L. Forecasts for Staff Option for the 4 years to 31 March 2019 (continued)

® The proposed savings in energy and food costs of £20,000 will require detailed Conclusion
action to achieve ® The budget for the Staff Option estimates net annual cost to the Council of
— whilst the reduction in food cost would be in line with our expectations of operating the Unit would be ¢.£967,000. After applying suggested adjustments
potential savings in this cost categotry we note the saving appears to represent and sensitivities this would be £1.435 million
an increase in the charge to staff for food consumed by them rather than ® The additional free care contributions by the local authority for the 6 beds is
genuine improvement in food efficiency. We suspect this will be challenging projected to be £76,000 per annum. Therefore the cost to the Council of
to achieve providing care compared to placing residents with a private operator is estimated
Cost of free care at £1,359 million
® We estimate the cost of the Councils free care commitment absorbed by the ® Total free care contributions absorbed within this budget would be £503,000
Home would be a total of £503,000 ® This proposal also requires the Council to fund a capital investment of £60,000
B £4‘2;’OOO — current cost relating to 28 bed home with 50% LA funded ® We also observe the Council would still be responsible for managing the Unit and
residents

any budget versus actual variances

— £76,000 — LA funded costs for 6 additional beds of which 50% are occupied
by LA funded residents (FPCR: £39,000: LA funded residents: £37,000)

® In order to meaningfully compare the options account needs to be taken of any
additional care cost (or unrecognised 'income'’) absorbed in the budget

® Under this option this would be £76,000 and thus the comparable annual cost to
the Council of running the Unit would be £1.359 million
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Appendix 2

Care Home

Date of last
inspection

Quiality of
Care &
Support

Quiality of
Environment

Quiality of
Staffing

Quiality of
Management &
Leadership

Bonnyton

04/02/2015
20/02/2014
19/02/2013

4

ol

4

Burnfield Care Home

16/10/2014
09/10/2013
15/10/2012

Retail Trust
(Crookfur Cottages)

04/02/2015
31/07/2014
23/02/2014
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Millview

10/07/2014
08/10/2013
12/04/2013
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Westacres

15/12/2014
12/12/2013
13/12/2012

Eastwood Court

06/03/2015
15/09/2014
25/03/2014

Eastwoodhill
Eventide Home

19/06/2015
03/06/2014
10/12/2013

The Firs

25/05/2015
14/11/2014
02/05/2014

Norwood Care Home

23/09/2014
28/01/2014
15/02/2013

Wellmeadow Lodge

23/02/2015
19/09/2014
16/02/2014

Westlea

19/01/2015
20/05/2014
13/12/2013

Williamwood House

06/03/2015
08/10/2014
13/03/2014
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Greenlaw Grove

First Inspection still to be carried out

Clarkston House

First Inspection still to be carried out
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