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Care Insight

Benchmarking
All care home managers and owners
ought to know how their business is
performing against its competitors.
We realise that each home is different but an analysis
of margins, costs, etc against the competition can help
highlight areas of concern and of course highlight
where your business is performing well.

Non-payroll costs have followed a similar pattern, as
illustrated on the graph below, with nursing homes
reporting 15% of non-payroll costs as a percentage of
income, up marginally on the previous year. Continued
increases in utility and food costs are a key factor in
this rise.
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It has been a tough start to the year for the sector, with
local authority funding cuts continuing to have a
significant impact on results, coupled with the ever
increasing demands of clinical matters and changes in
legislation.
We look at the recognised key performance indicators
of the care home industry, covering occupancy rates,
average weekly fees, staff costs, non-staff costs and
profit margins.

Financial benchmarking
The financial performance of any business is a key
focus for any owner and manager. The financial
results will almost certainly impact on fundamental
operational decisions going forward.
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Non-payroll costs

Profit margins (EBITDAR) for nursing homes have
fallen to approximately 28% as a result of the other
KPI movements. Personal care homes and specialist
care units continue to achieve higher margins than
nursing homes, but have also seen falls over the past
year to 31% and 34% respectively.

Average weekly fees have reduced over the year in
both nursing and personal care homes, whereas
specialist care units are reporting an increase in fees
of 2%. This is reflective of the general economic
position and a reduction of funding levels on nonspecialist care.
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Average weekly fees
Payroll costs for nursing homes have increased over a
5 year period and now account for approximately 57%
of income. Specialist care unit payroll costs are lower
at 52% of income, largely as a result of the increased
weekly fees associated with specialist care.

Non-financial benchmarking is equally as important to
any care home, whether it be occupancy levels, local
reputation or the findings of a CQC inspection. All will
have a significant impact on your business.
Occupancy rates for nursing homes continue to be just
above the 90% mark and have been for a number of
years now, while personal care homes and specialist
care units continue to operate just below 90%.
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Information Security
Data loss is in the news on a regular
basis, so much so that hardly a day goes
by without news of another problem being
reported.
The healthcare sector continues to be one of those
most affected, largely due to the sensitivity of patient
data held. When data is lost, the reputation of
businesses is at stake, as the losses often involve a
breach of patient confidentiality. These losses are not
covered by general insurance policies so it is important
to manage the risks of data loss.

Information security status reports can help
A good way for healthcare businesses to protect
themselves is to implement a practical and cost
effective information security methodology which helps
identify the security gaps in an organisation and then
take steps to reduce the risks of data loss.

The reasons for data breaches and losses

Once the methodology is implemented an Information
Security Status Report and Certificate can be issued in
accordance with ISO 27014 Governance of
Information Security. Hawsons can help you with this.

•
•
•

The report and certificate helps healthcare businesses
demonstrate they are “a safe pair of hands” for
handling patient data both for existing patients and
when the opportunity arises for new business.

Data loss won't happen to me
For some data losses you might conclude “it won’t
happen to me”. However, there will be other losses
where you are likely to say “that might happen to me
or my business” as some of the losses are caused by
factors which are not always in your control. In
addition, you need to protect yourself against the risks
you may not know about.

Many of the data breaches and losses result from:

•
•

staff not being aware of the risks
staff not following the company policies
a lack of information security awareness training
specific to the risks
not testing that staff have understood the training
outsourced third parties not protecting the data of
their clients

How we can help you achieve best practice
Hawsons work with the International Association of
Accountants Innovation & Technology Consultants
(IAAITC) in conjunction with the European Network &
Information Security Agency (ENISA) to provide a
framework and toolkit to identify and mitigate the risks
of data loss.
The methodology provides a full audit trail of actions
and includes:
•
•
•
•
•

risk identification including checklists
information security policies linked to risks
annual staff training linked to the risks and policies
annual staff assessments to confirm their
understanding
regular updates for changes in regulations

To find out more, please contact Charles Kavazy,
Director of IT Services on 0114 266 7141 or via email
to ck@hawsons.co.uk
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Pensions Auto Enrolment
This is the latest hot pension topic - it’s
been on the TV, in the press and even
advertised on buses, but what do you
know about it?
As an employer, hopefully the answer will be ‘lots’ but
many employers have no idea of the ticking time bomb
that is waiting for them.
As with all pension regulation, the legislation is not
simple and stands at over 300 pages long, but the
Pension Regulator has put together 9 helpful guides to
help you through the process.

What does this mean to me as an employer?
All employers operating in the UK will have to
automatically enrol staff into a qualifying pension
scheme who:
•
•

•

are aged 22 to state pension age
earn more than the minimum earnings threshold this will be set by the Government and may be the
same as the income tax personal threshold
(£9,440 in the current tax year), and;
are not currently in a qualifying pension scheme.

The employer could choose the Government’s NEST
scheme to provide their auto-enrolment or another
pension scheme company.
The employer must contribute at least 3% and can ask
employees to pay the remaining amount up to the total
of 7%, but depending on the option, the contribution
can be up to 9% in total.

What do I need to do as an employer?
The requirements of the employer are quite lengthy
and the need for a professional to assist you with this
process is obvious from the outset. In summary, as an
employer you will need to:

Why is it here?

•

The reasoning for this being brought in is the
Government has recognised that:

•

•
•
•

approximately 7 million people are not saving
enough or even at all for retirement
life expectancy has increased and this needs to be
matched with increased pension funds
state pensions cannot be sustained at their current
level in the longer term

The Government’s solution to these issues is to
introduce the auto enrolment and compulsory
employer pension contributions, and the National
Employment Savings Trust (NEST).
These schemes are already being implemented for
larger employers, effective from 1 October 2012 and
will be phased in over a period of time. You need to
know when it will affect you.

•

•

•

•
•
•

make payments that comply with the autoenrolment requirements into the pension
scheme
auto enrol or re-enrol all qualifying staff (they
can opt out of the scheme if they wish but will
need to be re-enrolled approximately every
three years)
monitor all earnings to make sure your
scheme meets the minimum contribution
levels
collect contributions and forward them, and
any necessary supporting information, to your
pension scheme provider
register your auto-enrolment scheme with the
Pensions Regulator not later than four months
after your staging date, which is the latest date
by which you need to have an auto-enrolment
scheme
provide information about the pension scheme
to your employees
process opt-outs and make refunds
keep records
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There are over 1.2 million employers in the UK, of
which 86% do NOT have a pension scheme,
therefore it is vital that you look into this as soon as
possible as existing pension providers are already
restricting availability and in the future there will be
more employers looking to join.

What happens if I don't do this?
The enforcement and compliance of the auto
enrolment scheme rests with you the employer, and if
it is not actioned correctly the Pension Regulator has
the right to impose an unlimited fine and up to two
years imprisonment.

How can we help?
We can assist you to:
•
•
•
•
•

determine who is eligible to join from your staff
clarify the most cost efficient scheme option
research the market for the best provider
provide you with an auto enrolment ready solution
administer the scheme through our Financial
Services and Payroll departments

To find out more, please contact Nigel Smith, Director
of Hawsons Wealth Management on 0114 229 6557 or
via email to hwm@hawsons.co.uk

Valuing Your Business
With increasing CQC legislation, together
with reductions in local authority funding,
many home owners are looking at the
possibility of selling their homes, while
others look to add to their existing
portfolios.
Valuing your business can also help motivate staff.
Regular valuations provide measurement criteria for
management in order to help them evaluate how the
business is performing. This may also extend to share
valuations for entry into an employee share option
scheme for example, again used to motivate and
incentivise staff.

Valuation methods
While there is a ready-made market and market price
for the owners of listed public limited company shares,
those needing a valuation for a private company need
to be more creative. Various valuation methods have
developed over the years. These can be used as a
starting point and basis for negotiation when it comes
to selling a care home.

Asset based
This type of valuation method is most suited to care
home businesses, with such a significant amount of
value attributed to the property itself. The method does
not however take account of future earnings and is
based on the sum of assets less liabilities, so will
include any associated bank borrowings on properties.
The starting point for the valuation is the assets per
the accounts, which will then be adjusted to reflect
current market rates.
Earnings multiples
Earnings multiples are commonly used to value
businesses with an established, profitable history. The
multiple on which this is based can be highly
subjective.
Often, a price earnings ratio (P/E ratio) is used, which
represents the value of a business divided by its profits
after tax. To obtain a valuation, this ratio is then
multiplied by current profits. Here the calculation of the
profit figure itself does depend on circumstances and
will be adjusted for relevant factors, e.g. management
remuneration.
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Entry cost
This method of valuation reflects the costs involved in
setting up a business from scratch. Here the costs of
land and buildings, recruiting and training staff, etc are
the starting point for the valuation. A prospective buyer
may look to reduce this for any cost savings they
believe they could make.

Other considerations

A similar method uses EBITDAR (earnings before
interest, tax, depreciation, amortisation and rent), a
term which essentially defines the cash profits of a
business. Again an appropriate multiple is applied to
this valuation method.
Discounted cashflow
Generally appropriate for cash-generating, mature,
stable businesses and those with good long-term
prospects, this more technical method depends
heavily on the assumptions made about long-term
funding levels, occupancy levels, etc.
Essentially, the valuation is based on a cash flow
forecast for a number of years forward plus a residual
business value. The current value is then calculated
using a discount rate, so that the value of the business
can be established in today’s terms.

There are a number of other factors to be considered
during the valuation process. These may help to
greatly enhance, or unfortunately reduce, the value of
a business depending upon their significance.
Growth potential
Good growth potential is a key attribute of a valuable
business and as such this is very attractive to potential
buyers. Increases in occupancy levels are a key
performance indicator for any care home.
External factors
External factors such as the state of the economy in
general, as well as the care market as a whole can
affect valuations. Of course, the number of potential,
interested buyers is also an influencing factor.
Conversely, external factors such as a forced sale,
perhaps due to ill health or death may mean that a
quick sale is needed and as such lower offers may
have to be considered. Excellent regulatory reviews
and local reputation can also impact on valuations.

RTI & NMW Update
The biggest change to PAYE & NIC since
its introduction in 1944 is now underway,
with the final phasing in of RTI for smaller
employers scheduled to take place in
October 2013.
The main driver to the change is to support the
introduction of the Universal Credit system to provide
the Department for Work & Pensions with the
necessary information for processing claims. HMRC
also say that for employees it should reduce the
frequency and size of under and overpayments of both
tax and tax credits, something HMRC is often criticised
for.

Early indications suggest that the implementation of
the ‘RTI’ reporting procedures has been largely
successful, with both software suppliers and indeed
HMRC’s own systems proving able to cope with the
added requirements.
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RTI ‘relaxation’ for small employers
HMRC have announced that, for some smaller
employers, they will relax the reporting requirement for
RTI that payments to employees should be reported
on or before the amount is paid to the employee.
The relaxation for small employers (those with fewer
than 50 employees) who pay employees weekly, or
more frequently, but only process their payroll monthly
may need longer to adapt to reporting PAYE
information in real time. HMRC have therefore agreed
a relaxation of reporting arrangements for these small
employers.
Until 5 October 2013 employers with fewer than 50
employees, who find it difficult to report every payment
to employees at the time of payment, may send
information to HMRC by the date of their regular
payroll run but no later than the end of the tax
month.
HMRC have also advised that they:
“will continue to work with employer representatives
during the summer to assess and understand the
impact of RTI on the smallest businesses and consider
whether they can make improvements to real time
reporting which will address their concerns without
compromising the benefits of RTI or the success of the
Department for Work & Pension's Universal Credit.”

If you do not meet this criteria, you must report your
PAYE whenever you pay your employees - on or
before the time that you pay them - using a Full
Payment Submission (FPS). If you make no payments
in a particular tax month, you should tell HMRC using
an Employer Payment Summary.
If your scheme is registered as annual but you submit
more than one FPS in the year, HMRC will
automatically cancel the annual payer status for that
year and following years.
Please note that, in reviewing requests for a scheme
to be treated as annual, HMRC will check the
employer's payment history to see whether such a
request is appropriate.
Employers requesting annual schemes where it is
clear that they should be paying HMRC monthly will be
considered non-compliant and liable to potential
penalties.
At the other end of the scale, if you are not paying any
employees at all, you should consider whether a PAYE
scheme is still considered necessary.

Increase in National Minimum Wage
The Government have accepted the independent Low
Pay Commission’s recommendations for this year’s
adult and youth National Minimum Wage rates.
The increased rates will come into effect on 1 October
2013:
Age range:

Old rate

New rate

Adult rate

£6.19

£6.31

18-20 year olds

£4.98

£5.03

16-17 year olds

£3.68

£3.72

Apprentice rate

£2.65

£2.68

Although the increases appear small, they are still an
additional cost for employers in these challenging
times. Careful rota planning and a review of staffing
levels will assist in saving costs, despite this increase.

Annual schemes
Following the introduction of RTI there has been a
reported increase in the number of annual PAYE
scheme applications, presumably to ease the reporting
burden some companies face. As a result HMRC has
issued clarification of the criteria required to operate a
PAYE scheme on an annual basis, being:
•
•
•

all the employees are paid annually
all the employees are paid at the same time/date
the employer is only required to pay HMRC
annually
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How can we help?
If you would like to discuss any of the articles covered in this newsletter, please do not
hesitate to contact us for further information.

Scott Sanderson
Manager – Healthcare Sector
ss@hawsons.co.uk
0114 266 7141

Richard Marsh
Partner - Doncaster
rwm@hawsons.co.uk
01302 367 262

David Cairns
Partner – Northampton
davidcairns@hawsons.com
01604 645 600

For information of users: This material is published for the information of clients and contacts. It provides only an overview of the regulations in force at the date of
publication, and no action should be taken without consulting the detailed legislation or seeking professional advice. Therefore no responsibility for loss occasioned by
any person acting or refraining from action as a result of the material can be accepted by the authors or the firm.
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