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Introduction

notes progress in drafting the Financial plan to support the
production of the Integrated Medium Term Plan (IMTP) 2024-

2027 and the proposed delegation and deployment of
operational budgets.
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2024/25 Financial Context &
Planning Principles
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Welsh Government Reflections & Messages

» Incredibly challenging budget process and settlement.
» NHS & Local Government budget increases with reductions elsewhere.
» NHS uplift c4% over rebased start point vs 1% Autumn Statement.

» Despite increase to NHS budget, there remain significant challenges to
deliver financial balance.

» HSS MEG must balance noin-year budget exercise 2024/25.

» Funding settlement to support sustainability and unavoidable demand
and inflationary pressures.
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Financial Plan Headlines

Planning assumptions

o Core allocation uplift
o 3.67%

o SLAincrease
o 3.67%

o Pay Award
o 2023/24 to be allocated to core funding.
o 2024/25 to be centrally funded (once known).

o Energy Costs
o Partially Funded price pressure.

o Covid costs
o 80% funding .

o DPIF
o Reduction of 7.3%

o 2% recurrent savings assumption on core funding
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DHCW Interpretation
o Core
o Increase of £2.0m on a core funding requirement of £55.3m

SLA
o Increase of £1.1m (exc £2.8m Microsoft uplift) in our current SLA

charges.

Pressures
C/Fwd unmitigated 2023/24 pressures.
Service Growth /Provision Choose Pharmacy, Cancer, WASPI, NIIAS,
SIEM.
Annualised Digital Inflationary pressures of £2.2m (£0.7m in 24/25).
General Inflation of £0.9m.
Net energy price pressures of £0.3m (£0.5m before WG contribution).

Whilst an initial position consistent with guidance has been
incorporated we are in discussion with WG to assess the requirements
and specific funding need going forward notably the run down of TTP
and further development in Vaccines.

o Application of reduction is unclear at present.

Savings requirement £1.4m per annum.

Gap of £2.6m identified (subject to approval of the Cancer informatics Solution funding
request).




Planning Framework & Overarching Principles

General Planning

o IMTPs will need to follow the familiar formula for the three-year plans with ‘Firm, Indicative and Outline’ levels of detail and
a clear progression over time.

o Year one of the plan will contain a level of detail that provides clarity on milestones, actions and projections that set the
ambition for operational delivery and management of risk for the year ahead, along with financial sustainability.

Financial Planning
o Final plan will demonstrate how we can ensure financial sustainability.

o Ensure that there are mechanisms in place to constantly align and understand the impact of any financial or
workforce decisions on the delivery of plans.
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Financial Plan Principles

o Strategically and Operationally Aligned
v The plan will align to national priorities and approaches;
v’ Be triangulate fully between operational delivery, workforce and finance.

o Value-Driven
v the plan will focus on Value-Based use of resources.

o Deliverable
v the plan will be robust and high quality;
v developed using best practice approaches;
v’ provide an achievable stretch target;
v' have Board and wider Senior Leadership team buy-in and ownership.

o Evidence Based
v' The plan will provide for a clear and robust evidence base for the key elements of the
plan.
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DHCW Planning Principles - Savings & Mitigations

Savings

o Thereis an expectation that organisations will
deliver a local minimum savings requirement of
2% across total baseline expenditure.

o The plan should include schemes that deliver
both transformational and technical benefits.

o There is also an expectation that organisations
will fully incorporate opportunities identified
through the Value & Sustainability Board and
other national programmes to maximise the
saving delivery.

o The majority of these should be sufficiently
developed to be identified as schemes within
the plan and have a robust risk assessment.
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Opportunities Pipeline
o DHCW will develop a clear opportunities

pipeline and should be able to outline the
scale of opportunities being explored and
developed, particularly in relation to those
high value transformational programmes.

Disinvestments and Choices
o As part of our savings development we will

rigorously examine the benefits of prior year
investments and projects; and consider dis-
investing from projects that have under-
delivered on benefits.

We will also consider options to reduce spend
by scaling back activity in lower priority or
lower benefit areas (such as the recent
LASPAR decommissioning exercise).




2024 /25 Indicative Qutlook
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DHCW High Level Timelines

Initial Baseline Budgets,
establishment.

Review of Cost Pressure &
Additionality.

Savings and Efficiency
Identification.

Executive

Briefing

Draft Capital Plan constructed.
Key
milestones
Defined

L 4 N

L 2

L 2

WG Core/DPIF Funding
Confirmation..

Budget Holder detailed
discussion and workforce plan

review. Final Service Level Agreements

issued..

Reconciliation with IMTP
Portfolio Deliverables exercise
& Workforce Plan.

11/1 SHA Board Briefing
Session

Final checkpoint sessions with
Individual Directors, DoF and
PPMG.

Update & Draft IMTP &
Financial Plan

Management Board & SHA
Board Development Session
Review

Final Capacity
Assessment.

Financial Plan
& Budget

Uploaded to
Oracle.

*
SHA Board approval
&

Issuing of Delegated
Expenditure Limits and Budget
Holder allocations.
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2024/2025 DHCW Financial Challenge \§7 s
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As part of the 2024/25 financial planning process we will need to collectively identify opportunities to mitigate
ongoing financial pressures (both “unavoidable” & “choices”) such as:

Unavoidable Pressures

il
s
&

X

Service Growth & Underlying Position... at

present there is no mechanism to keep funding at pace with growth
whilst being experienced across the portfolio this is being particularly
experienced within Choose Pharmacy.

Digital Inflation.... sector specific cost increases and

pressures. Current view of £2.2m (pa) identified as a consequence of
changes in pricing models.

Sustaining Key Digital products... .oHcw will continue
to support and sustain key initiatives such as the cancer programme,
National Data Resource & NHS App. Programme continuity remains a
significant issue.

Service and Product Choices

o

Cloud & Product Adoption... Requires a transition
away from capital to revenue-based service models.

Energy Costs.... whilst energy costs have contributed

to the underlying position it is forecast that this will decrease
in 2024/25. However, there remains a risk that there may be
costincreases due to developing geopolitical issues.

Cyber Security Improvements... cCosts of

£0.8m to support the requirement for a strengthened Cyber
Security posture.

Sustaining Key Digital Core Services...
A number of services require funding (£0.4m) in order to
provide a sustainable service, such as Integrated Intelligent
Audit Solution - now a cloud recurrent service and Wales
Accord on the Sharing of Personal Information (WASPI).

Digital Priority Investment Fund -

Development Build & Implementation...
Reflecting additional investment currently without agreed

funding (such as WCCIS and Eyecare).
IGDC «DHCW




COVID & Digital Priority Investment Fund

o COVID
 Further need to define and adequately resource:
« The Vaccinations ongoing requirement (inc ongoing development) and what is
subject to further funding.
 The Test, Trace & Protect non recurrent.

o DPIF

« The indicative DPIF plan identified a requirement for £41.9m revenue and £20.4m
Capital. An increase from 2023/24 funding of £34.5m revenue and £15.7m capital.

 The application and impact on DHCW hosted schemes of the proposed 7.3% reduction
in the central DPIF budget is still being work through.
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Sustainable Funding - Ongoing

Particularly, this will explore how DHCW are funded to maintain and deliver all-Wales digital
services, including the NHS Wales App, the National Data Resource, and the Cancer
Informatics Solution supporting the ongoing development and technological layer changes.

The brief will consider existing limitations of DPIF (for example, the scope agreed by the
Minister), on the assumption that there will be approximately £45m rev and £20m cap
available going forwards for a DPIF-style fund. It will also ook at potential options such as
top-slicing Health Board and Trust budgets, or Strategic Programmes and other funds, to
provide the funding for all-Wales digital services.
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Initial Draft Capital Plan

DHCW currently has a discretionary capital allowance of £2.9m, this is assumed to be the same next financial year. The requests
present an oversubscription of £1Im. The Capital & Non Pay Group is currently working through options to stagger any investment,
review requirements or prioritise in order to produce a balanced plan and meet IMTP deliverables whilst providing safe and
sustainable services.

2024/25 Capital Bids £000's

Replacement Internet Firewalls KNS, 1020
2024/25 Capital Bid Area's £000's

Replacement Datacentre Firewalls | NN -0
Laptop Refresh NN 332 Lifecycle Refresh
Estates Modernisation | I 300
Media Servers | 130 Estates Modernisation
Hyper Venvironment [l 100

Networking -Cloud Readiness |l 100 Cloud Readiness

ICT storage facility fit out |l 80

- 60 Audit Recommendation

Small IT Purchases I -
& Security Risk Reduction

Server estaterefresh | 36

TGA Solarwinds Serversx2 [l 30

0 500 1.000 1,500 2,000 2,500
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End
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Appendix - For Information
e Context & Assumptions

WG Budget allocation Principles
DHCW Funding Assumptions
Operating Income Assumptions
Digital Priority Funding Assumptions
Cost Pressure Principles

« Financial Plan Deployment

High Level Timelines

Key Components

IMTP Financial Products
Budget Delegation Approach
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Financial Plan - Key Components

Value
Financial &
Baseline Cost . o
Planning pressure Assessment Sustainability

Database Appraisal

Financial
ge)ill=

Income &
Savings
Assumptions
Workforce
Plan, 3 Year
Establishment Planning

et o Financial
Strategy

-Digital Strategy
-Portfolio Deliverables/Workforce Plan

Financial
Plan

Directorate
Budgets

Sustainable
Products

Funding Minimum
Dataset
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Welsh Government Budget Allocation Principles

o The Welsh Government budget is prioritising the NHS - must equate to financial sustainability

o Budget to support unavoidable inflationary pressures, and inescapable costs of demand. Recognition
required of where inflationary pressures are greatest - e.g. medicines inflation.

o Budget approach intended to support return to financial stability and baselining recurrent issues
where appropriate to support efficiency and effectiveness

o NHS organisations will need to deliver a minimum 2% savings requirement across total baseline
expenditure (therefore increased in certain areas).

o Wider budgetary context requires some rebalancing of long-term ambition and short-term
requirements, prioritisation of core frontline services therefore increase challenge to non-core
services, and strengthened management & administrative efficiency

o Increased expectation of Value & Sustainability agenda providing national focus to support specific

o actions on reducing variation, reducing agency costs, increasing administrative efficiency,
implementation of once for Wales approaches, and support local plans.
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DHCW Funding Assumptions

Detailed DHCW Allocation to follow in January but our planning principles are as follows::

©)

O

DHCW WG baseline allocation uplift of 3.67% in recognition of digital inflation and priority given to
national digital solutions supporting required service plans and change.

The Welsh Government uplift is assumed to flow down to intra NHS service charges and a consequential
DHCW SLA uplift of 3.67% will be applied.

Pay Award for costs 2023/24 will be added recurrently to the DHCW allocation in January and Pay
Award costs for 2024/25 will also be centrally funded once known.

Energy pressure funding support to be confirmed - the assumption is DHCW will be treated
consistently with NHS with a recurrent allocation in line with month 8 estimates released.

COVID National Programme allocation to be confirmed - Health Boards have been allocated 80% of
annual forecast identified at month 8. Should this be the approach adopted for DHCW then with Test,
Trace & Protect being decommissioned the financial envelope should be sufficient (dependent upon
final plans).

DPIF budget has been requested to generate 7.3% revenue savings (£3.3m) - the impact on DHCW

whemes In unknown at present.



Planning Principles - Cost Pressures

General Principles From the context of assurance and risk, organisations
DHCW will demonstrate for all cost pressures:- should be clear on the following pressures:
o A clear explanation of the evidence base, o Macro Economic Inflation - based on a clear set
triangulated with service and workforce drivers; of assumptions that clearly distinguish the unit
price increase.
o A clear wunderstanding of the return on Contractual or unavoidable - those that are
investment; contractually driven.
National and Local Investment Choices - which
o A robust scrutiny and challenge process has been must have clear business cases that have been
undertaken; and robustly scrutinised and challenged and
provide a returnable benefit. Organisations
o Clarity on the variability and certainty of the cost should seek to deliver allocative efficiencies

pressures materialising. and reallocate resources and workforce from
lower value to higher value areas.
Ringfenced programmes - matched to a clear
income stream
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DHCW Planning Principles - Cost Pressure Assumptions

2024/25 Pay Award
o This will be excluded from both an income and expenditure until Welsh Government receives

clarity from the pay review body. As noted above, Welsh Government have committed to
providing funding for the 2024/25 pay award in year.

Real Living Wage
o Inline with the current WG policy, funding will be provided on a non-recurrent basis for the top

up between national living wage and real living wage.

Energy
o Itis assumed that funding will be awarded recurrently to re-baseline energy costs. Energy is not

anticipated to be a cost pressure for 2024/25. In future years, forward purchase arrangements
through CCS should provide price certainty before the start of the financial year to enable

organisations to manage their budgets accordingly.

Ringfenced Activity
o Itis anticipated that where funding has been made recurrent (such as with Primary Care IM&T),

that funding along with the associated costs will be included as new recurrent funding and new

recurrent costs.




Finance General Financial Planning Approach

« The financial plan will be cross referenced with output from the IMTP Portfolio review
exercise & Workforce planto ensure congruence,

« Your budget allocations will be reduced to reflect the savings target but not the current deficit.

 Reductions inincome will be allocated as a pressure to the appropriate budget.

* Incremental Pay Pressures are to be managed within budget.

« Budget Holders planning on consuming cloud resources are required to ensure budget is available
within the service/application prior to commissioning.

« With support from Finance Business Partners, budget holders are required to identify cost
pressures as part of the financial planning process (these relate to already committed cost
increases).

« Budget holders will be required to assess financial risk inherent within the IMTP and work with
finance business partners to agree mitigating actions

« Discretionary “developmental” requirements are not to form part of initial budget resource
assumptions until approved by Directors.

« Digital schemes must plan for all resource out of their funding, i.e. support departments - these
costs will form an actual recharge to schemes.

Savings generation remains a key area of focus, teams are required to develop smart objectives
to deliver efficiency or cash releasing/avoiding initiatives.
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Finance| IMTP Products 2024/25

As part of its IMTP submission DHCW will submit a written financial briefing articulating key financial matters, how it
integrates with delivers/workforce plan inclusive of risks & opportunities.

OVERVIEW Please select organisation from front sheet

Pleass fillin the lightly yellow shaded calls with WTEs.
Section1 i

SUPPORTING VALUE

THE FINANCIAL STRATEGY The finance team in partnership with service le olders Wales wide will look to initiate a review of

The Financial Strategy of the organisation both supports and underpins the service and investment strategy ser  Organisational funding flows to ensure the most effective mechanism is in place to support efficient planning

out within the plan, It translates the objectives, activity and consequential resource requirements o form a fully =19 Provide the best outcomes. S

integrated financial plan with accompanying mitigating actions o ensure 3 balanced pasition can be delivered. —

For 2022/2023 a gross revenue requirement amounting to £152m is forecast to underpin the resource RESOURCE AND INVESTMENT INITIATIVES OUTLINED ACTUAL a5 @ T a5 (L FORECAST Q2 FORECAST Q3 FORECAST g,
/ WITHIN THE PLAN: SECTION 1) WORKFORCE PLANS - WTE o 5@ =e 5

requirement with capitel investment: ling £3.9m being made throughout the year. 30/06/23 311223

Cloud Adoption

The financial plan is reflective of the org

The key financial objective is to provide quality and value for monsy services whilst ensuring a sustainable ption roadmap and d first a ach to data
he key impacts ange in supporting

n Operating (OPEX) model

anisations cloud

underpinning financial baseline f;
increasing service growth; identifying opportunities for savings/income generations take on greater importance.

the organisation. It is recognised that this is no easy task with the impact of

Please select organisation from front sheet

Revenue Capital A ‘Product Centred’ organisational structure BIeaoe T e Ihtly JETo Shaded cells

Spend Area 2021/22 | 2022/23 | 2023/24 | 2024/25 |2021/22 | 2022/23 | 2023/24 | 2024/25 multidisciplinary resour ntr ams assign
£m £m £m £m £m £m £m ncial plan. It is intended for this change to genera
facilitate improved development pace and performance.

The mave to

specific product or service is
iciency through imy s

Core 102314 110463 119.757 125885 2969 2258 2259 2259 Vom 2025124 ==
Priority Investment —— ZI:Z:E'?
DPIF 14441 31536 26962 23.030 6.700 7.145 3.588 2.920 overnment funded investments to suppart strategic digital priorities MOVEMENT OF OPENING FINANCIAL PLAN TO FORECAST OUTTURN " Effect
n, National Data Resource ete) are included. - £ 000
CoviD-19 11492 10.258  0.000 0.000 0.865 0.500 0.000 0.000 Covip.is [ecical & Dancal : BIF ULD from Previous Year (Negative Yalue for Deficits):
- ¢ Primary Care
Total 128247 | 152.257 | 146.719 | 148.915 a 847 Def apihel‘l and ::P_gomg se:.‘\ce provision for s x c’tmg_Tef: T'ace_e'u otect (TTP) and vacci Mental Health
solutions are included within the plan for a 12 month period in line with h Government fund Continuing HealthCare

assumptions.

KEY PLANNING ASSUMPTIONS

The IMTP financial plan is predicated upon all Wales guidance and assumptions whilst remaining agile in respect
of COVID-1S developments.

RISKS AND OPPORTUNITIES
tion
elivered within financial res

udents
to ensure FOTAL VARIABLE WORKFORCE

Il continue to clos

urces and achieve a break-even position. ity Services
ed Se:

gral part of the overall Risk Management Strategy. The risks iden
surround themes such as assumed funding, increased ener
ancies within the establishment will be progres

Whilst the current plan presents a breakeven position, there are increasing challenges as a conseguence of

costs ar
d at pace,
there is the potential for slippage in expenditure against the budgets set — this has not been refle

pressures within ll service portfolis, consequently 3 Cost Improvement Targst is o be levied on discretionary

budgets. The financial plan is reflective of workforce recruitment and onboarding forecasts.

Back to Contents

DHCW also is required to submit a detailed appendix called a Minimum
Dataset (MDS) which incorporates information on workforce, activity , | esemremmr—-———

Recurring Future Funding uplift Assump:

financial projections and investment activity.

IGDC « DHCW




Finance Budget Delegation Approach 2024/25

Once the overall financial strategy & plan are
budgets have been agreed by the Board, the Chief IMTP (Including Financial Plan)
Executive, in their role as Accountable Officer for
DHCW will write to executive directors to formally
delegate responsibility for holding and managing
their budgets for the financial year. The Chief

Executive may delegate this responsibility to the
Director of Finance. Chief Executive (Accountable Officer)

Approved By Board

This letter will set out: Assigns Delegated Expenditure Limits to Executive Directors
The Delegated Expenditure Control Limit* (DECL) '
each is responsible for their responsibilities as a

budget holder for not exceeding the budget

delegation Executive Director Delegates to Directorate Budget Holders

Budget Holder A Budget Holder B

Expectations that they ensure at all times
propriety and regularity requirements and all
other requirements for the maintenance of
effective internal financial control are met and are
in accordance with the Standing Orders and
Standing Financial Instructions.

*Digital Priority Investment allocations will follow the same approach.

Budget holders' control must enable effective service delivery. As aresult, the delegation of budgetary
control will normally follow the lines of accountability described in DHCW Directorate & Programme

management structures.



Finance Budget Delegation Approach 2024/25

Allocation letters identifying each directors Delegated Expenditure will be issued and require acceptance
via countersignature.

Digitsl Health and Care Walss

Ty Glan ¥t &fpn.

Cowbridge Road

Cardiff

CF11 28D

Diear x,

DELEGATION OF INITIAL EXPENDITLN

| am writing ta you in ny role a5 Exscutive
delegate responsitility for helding and mz
budgst for financial year 2022-23.

The table below presents your delegater
for 2022-23 and covers the opersting
cenires detsiled below.

“four total Delegated Expanditurs: Limit &
and initially brigaded below:

The initial departmental allocation is as pi

Type Gross Budget Ha
son53y £578,202
ay £904,663
Grand Tosal £1,382,865

Gross Budget =
Baanc £207,020
Cammuricatians £445,135
Executive PA'S £159,873
[mm—— £669,775
Grand Total 1,882,855

MONITORING & CONTROL

You are required to monitor expenditure on these budgets care
intended spend profiles and you rust provide realistic forecasts of y
=xpenditure on at least a monthly basiz. It is particulady import
owerspends or underspends are identified and declared as soon
known, 5o they can be managedimitigated within the contest of t
organizational budget.

Whil=t it is extremely important that you maintain robust oversight 3
costs, it is particulady impartant that sny proposals that have staf
such 3s recruitment, overtime, staff sllowances ez, operate through
by the staff scruting panels.

“fou ars requirsd to monitor monthly expendifure using Powsr Bl ar
are satisfied with establishments in your responsible arsa.

Wonthly financial parformancs meetings will be scheduled with your
partner, with further quarterty sessions with the Deputy Dirsctor of F
half yearty check point meetings with the Director of Finance.

In line with financisl control procedurss, should materal variand
forecast performance arise, Director of Finance checkpoint mesting
a5 required.

*¥ou are gxpected At All firnss to ensure that propriety and regularity
all ather requirements for the maintenance of efiective intzmal fir
met and are in accordance with DHCW's Standing Orders and £
Instructions. o parficuar | expect you to be fully comversant with
Standing Crders which outines the scheme of reservation and dek
| must also emphasise that it is your ibdity to test the effectv
on your budgets in terms of WFM and that it is in accordance ¥
chjectives as et out within the annual plan.

Please find attached link to Budgetary Contral in IMS. Budgetary Coni

REVISION S TO BUDGET

Past allocation amendments to budget allocations will require ag
Finance Business Parner, Director of Finance and complisnc
detailed within the Budpgetary Controd Finsncial Control Procedurs.

I would be grateful if you sould acknowedge your acceptariie UL ourE L ——
o st e relaton ponait

by returning a signed copy of this letter.

The 2032-23 revenue budgst exchudes income as this can be derived from cross
directorate activity and not wholly within the control of the collecting depariment.
Should this income fall below that which & forecast, a discussion will be l=d by the
Asspciate Director of Finance to enswre costs are managed accordingly so that the
DHCW organisational budget is not exceeded.  This may include sll (or part) of the
ncame reduction being deducted frorn your budget.

SAVING S

Whilst the current plan incorporates @ non-recument vacancy target, for future years.
finsncial planning considerations it is extremely important that your savings plans tske
into account the Joager teem nature of the financial sustainability of the organisation
and so your finance business pariner will support wou in the idenfification and
exploitation of opportunities to achieve recumrent savings and efficiencies. There is an
expectation that all budget holders will engags and identfy opgortunities throughaut
the year and identify ooporunities throughout the year as part of the  budget holders.
will b2 an expsctation that all budget holders will engage and identify opportunities.
throughout the yesr and particulsry s part of the longss term planning cycle.
Under no circumstances should your budget delegation be exceeded without
prior authorisation from the Chief Executive or the Director of Finance.

ADDITIONAL INITIATIVE &

Initiatives and activity supparted by the Welsh Govemnment, including those related to
the COVID 18 panderic will be subject to additional budget allocation in line with grant
funding letters isswed and any specific tems and condibons.

DIGITAL FRIORITY INVESTMENT FUND

The above budgst allocation excludes those costs and funding streams which ars
identified as specifically relating to the Cigital Priority Investiments Fund. Initiatives and
activity supported by DPIF will be subject to additonal budget allocation in line with
grant funding letters izzued and any spcific temns and conditions.

INTERNAL RECHARGES
Any financial recharpes (sither to or from other sreas such as OFIF or GP Primary

Carg) will b2 reflected with fiture budpsts once agreed 3z per established budgst
wirement processes.

02520 500 500

The allocation letters will also include :

The amount of the budget;

« The purpose(s) of each budget
heading;

* Individual or committee
responsibilities;

* Arrangements during periods of
absence;

« Authority to exercise virement;

 Achievement of planned levels of
service;

* The provision of regular reports and

« Savings/Efficiency Targets.

Together with supporting guidance, direction
and links to the relevant policies.

The budget holder must sign the accountability

letter formally delegating the budget.
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