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	[bookmark: _gjdgxs]Public Board Meeting 
	Agenda item:    4.1
Paper number:  CM/11/25/41

	Title of paper:
	Market Oversight Update

	Purpose of paper:
	For assurance 


	Executive sponsor:
	Chris Badger, Chief Inspector of Adult Social Care & Integrated Care

	Accountable Director:
	James White, Director of Corporate Providers and Market Oversight

	Presenter(s) or lead person:
	James White, Director of Corporate Providers and Market Oversight

	Summary:
Briefly summarise what this paper is about.

The paper summarises key financial performance data for Market Oversight providers for the Quarter to 30 June 2025 on an anonymised basis before proffering an outlook on key trends and issues for Market Oversight providers based on recent engagement and financial information from these providers.

Recommendations:
Delete the following options that don’t apply as appropriate.

· The Board or Committee is asked to note and/or endorse an action underway.



	Governance:
Market Oversight Quarterly Governance attendees will have already been briefed on key financial trends.



	Strategy:
No recommendations but it should be noted that CQC Market Oversight has a statutory duty to assess the financial sustainability of England’s largest and potentially most difficult to replace Adult Social Care providers so that notification can be given to Local Authorities (LAs) should likely business failure and likely service cessation be identified. This should then enable LAs to enact their contingency plans, if they need to, in order to fulfil their duties under s 48 of the Care Act 2014 so that there is no cessation of care to those drawing on care and support in the event of business failure. 

	Finance:
N/A



	Risk:
N/A – for assurance 



	People:
N/A – no additional colleagues needed for this ongoing CQC statutory work which is to assess the financial sustainability of the 67 providers subject to the Market Oversight scheme



	Legal:
N/A
 

	Data and Technology: 

N/A
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         1 OFFICIAL SENSITIVE • Occupancy has recovered by 2.5 percentage points (pp) to 87.5% and is now above the March 2020 level (87.1%). • EBITDARM margin (a high - level proxy for profitability) increased to 27.2% over the period but has reduced by 2.1pp between September 2024 and June 2025. • Factors affecting profitability over two years include: o Increased fee rates (+16.1pp) o Increase in proportion of self - funders (+3.6pp). o Reduction in agency use ( - 5.1pp) o Recent increase in costs, notably the April 2025 uplift in National Living Wage and changes to National Insurance, have slightly reversed the recovery. • Overall bed capacity within MO has increased by c2,400 (2.3%) over two years. This has mostly been driven by providers with a focus on private funding continuing to develop new homes. Consolidated Data Trends Care Homes for Older People                                                      45.0%  45.2%  44.0%  46.0%  45.7%  47.3%  47.3%  48.5%  48.6%          24.7%  27.5%  26.6%  27.2%  27.6%  29.3%  27.6%  27.5%  27.2%                  85.0%  86.2%  86.7%  86.7%  86.8%  87.5%  88.1%  87.6%  87.5%  0.0%  10.0%  20.0%  30.0%  40.0%  50.0%  60.0%  70.0%  80.0%  90.0%  100.0%  Q2 '23  Q3 '23  Q4 '23  Q1 '24  Q2 '24  Q3 '24  Q4 '24  Q1 '25  Q2 '25  Quarterly profitability, occupancy & funding      %age private funded      EBITDARM Margin      Occupancy


image4.png
OFFICIAL SENSITIVE

Consolidated Data Trends
DOmiCiIiary Home Care Commission

CareQuality

Profitability

» Over the two-year period, turnover of home care

providers has increased 6.7% as hourly fee rates have E 350.0 30.0%

increased and some providers grew through 300.0

acquisitions. ’ 25.0%
250.0

+ Profitability (EBITDARM margin) increased by 2.1pp to
June 2024 as workforce challenges eased and fee rate 200.0
increases were implemented.

20.0%

150.0 15.0%

» Margins have since decreased by a total of 1.7pp over
the past four quarters as fee rate increases have not
been sufficient to cover increased staff costs, 50.0
particularly in the latest quarter.

100.0
10.0%

0.0 5.0%

* MO providers generally tell us that they have been
unable to materially increase volumes (hours delivered)
through organic growth.

[sg] [sg] [sg] < < < < w w
« « « N N I I I3 I3
N [s2] < - N [s2) < = N
(€] g g a e} g €] g g

. Turnover mmm EBITDARM =#==EBITDARM Margin

* We estimate that like-for-like hours delivered by MO
providers have reduced 1.3% in the two years to June
2025.
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» Some providers have sought to maintain profitability over
the two-year period by handing back unprofitable
contracts and closing poorly performing services in
response to suboptimal fee increases.

We use the term ‘specialist’ to refer to those services which provide for more complex needs than typically available in a residential/nursing care home or a
person’s own home, such as services supporting people with a learning disability and autistic people, mental ill-health, substance misuse, challenging behaviours,
physical disabilities or acquired brain injuries.
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» Agency costs as a proportion of staff costs have decreased significantly from a peak in September 2022.
» The ability to recruit staff from overseas was a factor in the reduction in 2022-23.

* Providers have also implemented improved rostering and agency procurement processes as well as an enhanced
focus on the recruitment and retention of permanent staff.

* Given the lower level of agency now seen, there may be limited scope to achieve further reductions.
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*  Providers continue to monitor performance and assess necessary contingency plans where April
2025 fee uplifts have not fully met increases in employment costs.

* Higher inflation may lead to greater cost pressures, especially for providers of residential services,
for example due to increased energy costs and food prices.

* Recruitment and retention remains a key focus for providers. While the position has improved in
the last two years, there is uncertainty whether this can be maintained and a recognition that the
ability to recruit from overseas is now limited.

* Care home occupancy has been relatively stable recently but will be subject to winter pressures.

*  The viability of some specialist contracts and services remains a key concern, particularly for not
for-profit providers, as recent trading challenges mean these providers have reduced reserves
with which to navigate current and future business pressures.

*  Consolidation in the ownership of providers of care homes for older people has recently seen the
sizeable acquisition of two large providers by a Real Estate Investment Trust and we expect this
trend may continue.
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         5 OFFICIAL SENSITIVE Outlook • Providers continue to monitor performance and assess necessary contingency plans where April 2025 fee uplifts have not fully met increases in employment costs. • Higher inflation may lead to greater cost pressures, especially for providers of residential services, for example due to increased energy costs and food prices. • Recruitment and retention remains a key focus for providers. While the position has improved in the last two years, there is uncertainty whether this can be maintained and a recognition that the ability to recruit from overseas is now limited. • Care home occupancy has been relatively stable recently but will be subject to winter pressures. • The viability of some specialist contracts and services remains a key concern, particularly for not - for - profit providers, as recent trading challenges mean these providers have reduced reserves with which to navigate current and future business pressures. • Consolidation in the ownership of providers of care homes for older people has recently seen the sizeable acquisition of two large providers by a Real Estate Investment Trust and we expect this trend may continue.
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