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	Purpose

	The purpose of this report is to outline to the Board the draft Public Health Wales revenue and capital financial plan for 2021/22 along with budgetary control framework that will be applied for the financial year.  
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	The Board is asked to approve the draft Financial Plan and Budgetary Control Framework 2021/22, noting the ongoing review and scrutiny process. 





	

	Link to Public Health Wales Strategic Plan

Public Health Wales has an agreed strategic plan, which has identified seven strategic priorities and well-being objectives.  

This report contributes to the following:

	Strategic Priority/Well-being Objective
	All Strategic Priorities/Well-being Objectives

	

	Summary impact analysis  


	Equality and Health Impact Assessment
	An EQIA is not required as the paper is an update on previously agreed strategies.  

	Risk and Assurance
	Risks are included in the paper.

	Health and Care Standards
	This report supports and/or takes into account the Health and Care Standards for NHS Wales Quality Themes 

	
	All themes

	Financial implications
	Financial implications are set out in the document

	People implications 
	The paper takes account of the workforce planning activity.
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Our Budget Strategy 2021-22 
1. Introduction 
In October 2020, Public Health Wales developed an in-year Operational Plan based around six priority areas. While 18 months in length, it was largely focused on the key deliverables up to March 2021. In light of this, we have now refreshed the plan which sets out the operational activity that we will deliver during 2021/22 aligned with our budget strategy. 
The refreshed plan, including our financial plan and budget strategy, serves also to meet Welsh Government planning requirements for an Annual Plan from 1 April 2021.  
2.  Financial Planning and Budget Setting Principles
We are required by Standing Orders (SOs) and Standing Financial Instructions (SFIs) to approve an Annual Budget for the financial year ahead before the year commences. In addition, we have a statutory duty to break even over a 3-year period and therefore a balanced budget has been set for 2021/22.
A number of underlying key themes will need to be maintained in order to ensure that we continue to deliver against these financial duties:-
· Budgets will be set within our total income;
· There will be no automatic right to receive a budget at the same level as previous years; 
· Budget holders will need to demonstrate how resources are being spent and how value for money is being achieved;
· Any budgeted funds not required for their designated purpose(s) revert to the immediate control of the Chief Executive;
· Budgets will need to reflect our requirement to deliver cost reduction schemes and targets – for 2021/22 the agreement is to identify these through a reduction in our cost base as a result of COVID-19; 
· Agreed Organisational efficiency saving schemes will result in budget amendments to reflect the savings delivered – current schemes will continue eg salary sacrifice schemes, procurement efficiencies;
· Actual staff in post will not be permitted to exceed funded establishments; 
· Clear accountability of budget by delegated budget holders will be required and evidenced through formal sign off of budgets, and
· Any proposals requiring additional funds must include identification of the source of funding (and have appropriate finance input and sign off).
In addition to the above, for 2021/22 we will continue to:
· remove in-month pay underspends from Directorate positions, and
· review non-pay spending plans of Directorates.
This will ensure that we:
· continue to redirect resources to as required to deal with the financial uncertainty of the ongoing impact of the COVID-19, particulary into Q3 and Q4, and
· manage and control the financial plans for recovery on an organisation wide basis.  

3.  Welsh Government Core Allocation
On the 29 January 2021 Welsh Government confirmed the core allocation of £118,079,297, the additional allocations agreed for 2021/22 are included in Table 1 below:
Table 1
	2020/21 BASELINE CORE FUNDING ALLOCATION (DEC 2019 LETTER)
	£106.323

	Additional Funding Confirmed in 20/21:
	 

	Transfer to Shared Services - IP5 data line
	-0.003

	Strengthening the National Health Protection Service  (3rd year of original agreement)
	1.931

	PHW Microbiology Lab IP5 approved business case
	0.833

	 
	 

	Sub Total
	109.084

	 
	 

	Transfers for 21/22
	 

	Early Years Prevention
	1.080

	Obesity Plan
	1.200

	FIT Optimisation (this was the original figure prior to the pause for COVID response, work now being picked up and implementation plan being reworked)
	4.534

	 
	 

	Sub Total
	6.814

	 
	 

	Other for 21/22
	 

	2% Inflationary Uplift for Pay and Prices 2021-22 (on the £109,084,000)
	2.181

	 
	 

	2021/22 Baseline Funding Allocation (revised figure)
	£118.079



However, there are a number of allocations that are still anticipated, and included in our financial planning assumptions. These are summarised in Table 2 below. It is important to note that a number of these are recurrent commitments that have had prior approval.  These should now form part of our core baseline funding.  We are awaiting confirmation of the continuation of the 202/21 successful pilot of online testing of STIs, if this funding is not forthcoming then we will cease the plan to continue into 2021/22 and reduce our expenditure plans accordingly.   

Table 2
	2021/22 Welsh Government Funding - Non COVID not part of allocation
	£000's

	Turn Around Time and Resilience - recurrent pay (approved Sept 20)
	5.874

	Improvement Cymru (total case £2.822m, of which £2.337m provided in baseline) (approved Oct 19)
	0.485

	Transformation of the Health Protection Services for Wales (approved Feb 21) 
	6.147

	Online Testing STIs
	3.251

	Total
	15.757



In addition to the above core allocations there is an assumed level of funding from Welsh Government in relation to the ongoing costs of supporting the COVID-19 response.  These are summarised in Table 3 below.  

Table 3
	2021/22 Welsh Government Funding – COVID not part of allocation
	£000's

	Test Trace Protect – non-pay testing costs
	55.577

	Test Trace Protect – contact tracing
	1.000

	Pathogen Genomics
	11.077

	Vaccination Programme Costs (required recurrently National Finance Group Dec 20)
	1.458

	Total
	69.112



We will keep Welsh Government informed of changes to these ongoing costs through our monthly monitoring. The current assumption on the non-pay costs associated with testing are based on 4,000 tests per day being undertaken in Welsh Laboratories. The level of COVID-19 testing is dependent on the All Wales strategy in respect of testing that will be delivered through the Test Trace Protect Board.  The non-pay funding for testing included within the Turn Around Time and Resilience business case included costs associated with the additional respiratory testing post COVID-19.  This is represented in the assumption that 4,000 tests will be undertaken for the whole of 2021/22.

4. Our 2021/22 Revenue Plan
Our 2021/22 Revenue Plan is detailed in Appendix One with a summary set out in Table 4.  This demonstrates that our financial plan is balanced.  It is based on the resource allocation and planning parameters set out in the Public Health Wales Grant Allocation Letter update received on 29 January 2021, and include expenditure and income assumptions associated with the continuation of the COVID-19 response into 2021/22.
Table 4 
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5. Cost Pressure and Investment Funding

On the 12 January 2021 BET discussed and agreed a number of proposals put forward in respect of the draft financial plan and budget strategy for 2021/2.  These included the following:

· The Welsh Government 2% uplift would be applied to fund:-
· pay awards, currently covered at a level of 1%, our plans assume that any additional increase following the independent review will be funded by Welsh Government
· nationally agreed non-pay cost pressures, including
· SLA uplifts, 
· increase to Welsh Risk Pool contributions,
· Rent, Rates, Utilities and Service Charges
· Dilapidations 
· That we would not set a target for additional organisational efficiency savings in 2021/22 but would continue with existing schemes and seek further opportunities as they arise
· That we would not levy a Directorate 1% CIP for 2021/22. We would review and remove relevant budgets to reflect reductions in our cost base.  The initial exercise included travel/subsistence and revenue IT as set out in Table 5 below:

Table 5
	Directorate
	Travel & Subsistence £000
	IT Hardware (Switch to Capital) £000
	Total £000

	Board and Corporate
	29
	1
	31

	Health & Wellbeing Directorate
	147
	41
	188

	Improvement Cymru
	87
	20
	108

	Knowledge Directorate
	34
	28
	63

	Operations and Finance Directorate
	34
	12
	45

	People & Organisational Development
	15
	4
	19

	Public Health Services Directorate
	449
	127
	576

	Quality Nursing & Allied Health Professionals
	66
	4
	70

	WHO Collaborating Centre
	39
	9
	48

	Grand Total
	900
	247
	1,148




· For 2021/22 the forecast cost pressure of the North Wales locum microbiology consultants would be addressed through non-recurrent funding. This would allow the Directorate 2021/22 to develop a sustainable plan within the recurrent budget envelope.

· In order to develop a 2021/22 internal investment fund a review of time limited investments was carried out, along with reviewing commitments made from 2019/20 and 2020/21 that had not been drawn down.  This exercise concluded, and the surplus identified included within the 2021/22 investment fund for allocation. 






A summary of the internal investment fund generated is shown in Table 6:

Table 6
	Internal Investment Fund Generated 
	£000's 

	19/20 Investments – Unutilised to date 
	-604

	19/20 Return of Time Limited Investments 
	-230

	21/22 Reduction in NP cost base in place of 1% CIP  
	-1,148

	Internal Investment Fund Generated Sub Total 
	-1,982

	20/21 Investments yet to be allocated 
	-433

	Internal Investment Fund Generated Total 
	-2,415

	  
	  

	2021/22 Commitments: 
	  

	Behavioural Change 
	314

	Digital Commitments 
	254

	Organisational Learning Priority  
	85

	Sustaining NW Microbiology Service (maximum) 
	776

	Total 2021/22 Commitments 
	1,429

	  
	  

	Total Investment Fund Available for 2021/22 
	-986



It was agreed that due to the significant external funding, we would concentrate our future investments into Population Health, Knowledge/Organisational Learning and enabler support on an allocation basis directed by the Chief Executive as follows:

· Population Health £350k – this will be made on a recurrent basis to supplement the £300k that was made on a recurrent basis in 2020-21.
· Knowledge £250k – this will made on a recurrent basis to support the development of the directorate structure. 
· Enabler Support £386k – allocated by the Chief Executive based on submissions made by Directors.  The detail of which is set out in Appendix Two attached,

Funding will be provided when actual costs are incurred. If there is a requirement to change the agreed plans above then the Chief Executive will need to agree the change of use of the investment fund prior to any commitments being made.  There will be no carry forward of unused funds, if spending plans do not materialise then the allocation will be removed and added to the 2022-23 investment pot for new bids/allocation process.

6. 2021/22 Revenue Plan by Directorate
We manage our financial risk on a monthly basis, which includes scrutiny of Directorate budgets and spending plans.  These are risk assessed and regularly reviewed as part of the ongoing governance and assurance framework.
Table 7
	Directorate
	Pay £000s
	Non Pay £000s
	Grand Total £000s

	Board and Corporate
	1,861
	107
	1,968

	Central Budgets Directorate
	1,550
	7,146
	8,696

	COVID-19 Directorate
	
	 
	 

	Contact Tracing & Case Management 
	1,858
	600
	2,458

	Sampling & Testing Division
	688
	65,966
	66,654

	Health & Wellbeing Directorate
	17,196
	8,278
	25,474

	Improvement Cymru
	5,886
	1,384
	7,270

	Knowledge Directorate
	4,154
	346
	4,499

	Operations and Finance Directorate
	5,312
	3,604
	8,916

	Population Health Directorate
	300
	0
	300

	Public Health Services Directorate
	
	 
	 

	Health Protection Division
	7,573
	3,752
	11,325

	Microbiology Division
	20,804
	12,813
	33,617

	Public Health Services Corporate 
	12,660
	463
	13,123

	Screening Division
	17,989
	22,338
	40,327

	SPRs Division
	1,217
	32
	1,249

	Quality Nursing & Allied Health Professionals
	2,360
	86
	2,447

	WHO Collaborating Centre
	1,927
	251
	2,178

	Workforce & Org Develop Directorate
	1,368
	297
	1,665

	Grand Total
	104,703
	127,463
	232,165


1. 2% Inflationary Uplift for Pay and Prices £2.182m has been added to Central Budgets along with the Investment Fund £2.415m whilst work is ongoing to allocate across the Directorates

Table 7 above shows the updated position in respect of the revenue budget plan by Directorate for 2021/22. Public Health Services Directorate includes additional funding in relation to National Health Protection Service, IP5 Lab 2, FIT Optimisation, Online STI Testing, Resilience and Turn around Times and the Transformation of Health Protection Services.  COVID-19 Directorate includes Immunisation, Genomics, Contract Tracing and Testing Non-Pay costs. 

The budgets for 2021/22 in the main will be uploaded in equal twelfths. However, work is currently ongoing to identify where expenditure profiles differ to equal twelfths, and Directorates will be able to request a change in profiling as long as a detailed spending profile is provided.  The budgets will then be phased to match the proposed spending plans with the plans monitored throughout the year.  




7. Financial Risk

We are currently anticipating a breakeven position, in line with the 2021/22 budget setting process and detailed work of the Annual Plan.  However, it is worth noting the Welsh Government assumed income, some of which relates to previous cases and agreements, and some which relates to the forecast expenditure in relation to COVID-19 costs continuing into 2021/22.

We manage our financial risk through monthly scrutiny of the financial position and forecast expenditure plans. Finance Business Partners will work with Directorate and Divisional senior management teams to ensure that any changes to forecast plans are included in the detailed projections and that assumptions and risks associated with the figures are captured.  This ensures that monthly changes to plans can be monitored closely, and reported to each senior management team as part of routine financial performance reporting.  

8. Capital Plan

Strategic Capital
Our recurrent discretionary capital funding is £1.580m.  To date only one strategic capital bid for the Transformation of Health Protection Services for Wales has been approved for 2021-22.  Meetings with Welsh Government are ongoing with regards to currently unapproved strategic capital bids. Table 8 summarises the strategic capital requirements over the next three years and Appendix Three provides further detail on the schemes. 
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Table 8
	 
	FY21-22 £000s
	FY22-23 £000s
	FY23-24 £000s

	Screening Informatics Systems (unapproved)
	
	700
	1,000

	Transformation of Health Protection Services for Wales (approved)
	221
	
	

	Genomics sequencing capacity (awaiting formal approval)
	352
	
	

	Digital mammography replacement (awaiting formal approval)
	3,842
	4,003
	

	Colposcopy & Colonoscopy Imaging (unapproved)
	
	1,205
	

	Maldi-Tof Replacement (Unapproved)
	840
	
	

	Total Strategic Capital
	5,255
	5,908
	1,000



Our plan at this stage excludes:-
· IP5 (Lab 1) – the assumption is that this will return to Public Health Wales when the Department of Health and Social Care cease to operate a Lighthouse Laboratory from IP5.  The expectation is that this will be sometime during 2021/22 so we have not included anything in our strategic capital programme at this stage. 
· Targeted improvement in NHS estate – we have submitted a number of bids totalling £723k, against this funding stream, which are now going through the new process that has been established by Welsh Government.  
Discretionary Capital
Our recurrent discretionary capital funding is £1.580m. The draft plans for the discretionary capital are set out in Table 9 below. There are assumptions made for a rolling IT replacement programme whilst replacement of equipment elsewhere is based upon the aged asset register. 
Table 9

	 
	FY21-22 £000s
	FY22-23              £000s
	FY23-24 £000s

	IT Replacement Programme
	350
	350
	350

	Estates & Statutory Compliance
	350
	380
	380

	Equipment Replacement
	630
	600
	600

	Contingency
	250
	250
	250

	Grand Total
	1,580
	1,580
	1,580

	Discretionary Funding
	1,580
	1,580
	1,580

	Shortfall / (Surplus)
	0
	0
	0



9. Recommendation

[bookmark: _GoBack]The Board is asked to approve the draft 2021/22 Financial Plan and budgetary control framework noting the ongoing review and scrutiny process. 
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Item Non-Covid Covid Total

Income

2020/21 Income 135,540 135,540

2021/22 Allocation Letter Uplift 11,756 11,756

Other Anticipated Allocations 2021/22 15,757 69,112 84,869

Total Anticipated 2021/22 Income 163,053 69,112 232,165

Expenditure

2020/21 Expenditure 135,540 135,540

Changes (Funded in Allocation Letter):

Pay Award & Inflation 2,182 2,182

Strengthening the National Health Protection Service  (3rd year of original agreement) 1,931 1,931

Early Years Prevention 1,080 1,080

Obesity Plan 1,200 1,200

FIT Optimisation 4,534 4,534

PHW Microbiology Lab IP5 approved business case 830 830

Changes (Anticipated Allocations):

Improvement Cymru 485 485

Online Testing STIs 3,251 3,251

Turn Around Time and Resilience 5,874 5,874

Health Protection Business Case 6,147 6,147

Vaccination Programme 1,458 1,458

Testing Non-Pay Costs (Becomes respiratory testing post covid) 56,472 56,472

Pathogen Genomics to Increase Sequencing 11,077 11,077

Case Management, Comms & Surveillance & PPE 1,222 1,222

Pay underspends due to Covid -1,117  -1,117 

0

Total Anticipated 2021/22 Expenditure 163,053 69,112 232,165

2021/22 Variance 0 0 0


