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CONFIRMED MINUTES OF THE MEETING OF THE FINANCE COMMITTEE
HELD ON 28th JULY 2021
VIRTUAL MEETING via TEAMS


	
	  Present:
	
	

	
	
	

	Dr Rhian Thomas
	RT
	Chair, Independent Member – Capital and Estates

	Charles Janczewski
	CJ
	Board Chair

	John Union
	JU
	  Independent Member - Finance

	Abigail Harris
	AH
	Executive Director of Strategic Planning

	Andrew Gough
	AG
	Assistant Director of Finance

	Chris Lewis
	CL
	Deputy Director of Finance

	Len Richards
	LR
	Chief Executive

	[bookmark: _Hlk78808937]Nicola Foreman
	NF
	Director of Corporate Governance

	[bookmark: _GoBack]Steve Curry
	SC
	Chief Operating Officer

	
	
	

	
	
	

	 In Attendance: 

	
	

	Chris Markall
	CM
	Head of Finance – Commissioning & Benchmarking

	Ian Virgil
	IV
	Head of Internal Audit

	Mike Jones
	MJ
	Independent Member – Trade Union

	Marcia Donovan
	MD
	Head of Risk and Regulation

	Urvisha Perez
	NF
	Welsh Audit Office

	
Secretariat:

	
	

	Paul Emmerson
	PE
	Finance Manager

	
Apologies:
	
	

	[bookmark: _Hlk78370374]Catherine Phillips
	CP
	Executive Director of Finance 

	Rachel Gidman
	RG
	 Executive Director of People and Culture

	Ruth Walker
	RW
	Executive Nurse Director

	Wendy Wright
	WW
	Deputy Head of Internal Audit

	
	
	

	
	
	

	
	
	

	
	 
	


	
	
	






	FC 21/07/001
	WELCOME AND INTRODUCTIONS

The Chair welcomed everyone to the meeting.

	ACTION

	FC 21/07/002

	APOLOGIES FOR ABSENCE

Apologies for absence were noted.

	

	FC 21/07/003

	DECLARATIONS OF INTEREST

The Chair invited members to declare any interests in proceedings on the Agenda.  None were declared.

	

	FC 21/07/004

	MINUTES OF THE COMMITTEE MEETING HELD ON 23rd JUNE 2021

The minutes of the meeting held on 23rd June 2021 were reviewed and confirmed to be an accurate record.

Resolved – that:

The minutes of the meeting held on 23rd June 2021 were approved by the Committee as an accurate record.

	

	FC 21/07/005
	ACTION LOG FOLLOWING THE LAST MEETING

There were no outstanding actions.
	



	FC 21/07/006
	CHAIRS ACTION SINCE THE LAST MEETING

There had been no Chairs action taken since the last meeting.

	

	FC 21/07/007

	FINANCIAL PERFORMANCE MONTH 3

The Deputy Director of Finance summarised the key points within the Month 3 Finance Report.  

At month 3, the UHB had reported an underspend of £0.124m against its plan. This was based on the instruction from Welsh Government to assume that the additional gross costs of COVID 19 would be fully funded by Welsh Government.  The UHB incurred gross expenditure of £25.104m relating to the management of COVID 19 to month 3 and these costs were matched by additional COVID 19 allocations.  The month 3 surplus of £0.124m reflected the operational performance of the UHB and the UHB continued to forecast a breakeven position at year-end.

The key issues were outlined as follows:

· The full year gross COVID forecast had increased in month from £111.149m to £117.083m largely relating to national programmes on TTP and PPE. Local response costs had also increased relating to a volume increase of CAMHS inpatients.
· Good progress had been made in closing the gap to the savings target with an additional £3.1m amber and green schemes identified in month. The progress made against the savings target was skewed towards non-recurrent schemes and it was important for further progress to be made against recurrent schemes so that  the UHB’s underlying deficit did not deteriorate moving into 2020-23.
· The UHB’s financial position had improved to a reported surplus of £0.124m at month 3. However there was variation in delegated budget holder performance and futher review and asssurance will be required to ensure the month 3 position is maintained. 

It was also forecast that there were £4.142m of Reductions in Planned Expenditure due to COVID 19 and in this context the Finance Committee Chair (RT) asked if this would be available to invest in services.  The Deputy Director of Finance indicated that some of the COVID funding assumptions were subject to external review and it was not intended to phase the  reductions in spend into the position until there was confirmation of the associated COVID 19 funding assumptions.   The Committee was informed that the monthly financial monitoring returns which were submitted to Welsh Government assumed that the reductions in expenditure were available to offset in year operational pressures and slippage against savings targets.

Moving onto the Finance Dashboard, the Deputy Director of Finance re-enforced that two of the key indicators remained RAG rated as red. Both of the measures were linked the delivery of the recurrent savings target, being the maintenance of the underlying deficit and delivery of the recurrent savings target.  A further £5.9m of recurrent savings needed to be identified to meet the recurrent target and it was noted that given that the full year impact of savings needed to be delivered next year in 2022-23 that there was still enough time to meet the target in year. Performance against the Creditor Payments compliance target remained rated as amber after a small deterioration against in month performance.

Referring to Table 3, the Deputy Director of Finance noted the assumption that all COVID costs incuding the non-delivery of 2020/21 savings would be fully funded. The Committee was advised that Welsh Government had instructed the UHB to categorise the funding for the non delivery of 2020/21 recurrent savings as COVID funding, which in turn meant that the £21.313m underlying deficit arising from the non delivery of savings in 2020/21 would be reported as a operational overspend. The intention of the instruction was to ensure that the UHB did not lose sight of the deficit arising from the non delivery of savings during 2020/21.  In response to a query from the UHB Chair (CJ), the Deputy Director of Finance confirmed that the UHB would need to work with Welsh Government to determine how the UHBs underlying deficit would be managed going forwards as there was no clear view at this stage.

Table 4 of written report highlighted that the additional COVID 19 expenditure  to date of £30.428m, which included £5.325m in respect the non delivery of 2020/21 recurrent savings, was matched by additional Welsh Government funding and it was empasised that this was consistent with final plan resource assumptions.   It was noted that the final COVID income position was subject to confirmation by Welsh Government and that any resultant risk would need to be managed by the UHB.

Referring to the reported figures for COVID 19 expenditure the Finance Committee Chair (RT) asked what assurance could be provided to the Committee that the split of COVID and non COVID cost was reasonable.  In reply, the Deputy Director of Finance indicated that costs were initially identified by Clinical Boards and then consolidated on a monthly basis to determine the overall UHB position. In lieu of definitive guidance, some costs were subject to professional judgement based on the best data available. The Committee was informed that the process of identifying costs by service areas ensured that there was a strong audit trail behind the reported COVID costs and in response to a further query from the Finance Committee Chair (RT) the Deputy Director of Finance confirmed that the UHB could provide historic data in support of its reported COVID expenditure.

The reported operational surplus of £0.124m at Month 3 was made up of an overspend of £0.131m and £1.223m against income and non pay respectively and that this was offset by a £1.478m underspend against pay. The in month operational underspend was £0.559m and this was a result of an improvement in the rate of overspend in the Medicine Clinical Board alongside the confirmation of actual primary care prescribing costs which were less than previous estimates.  

In reply to a query from the Executive Director of Strategic Planning, the Chief Operating officer confirmed that the improvement in the Medicine Clinical Board was due to both planned action and fortuitous factors and that there was now a better understanding of the pressures within the Clinical Board.  

The Finance Committee Chair (RT) asked whether the delay in receipt of actual primary care prescribing costs was significant and the Deputy Director of Finance confirmed that there was normally a 2 month lag between reporting and the receipt of actual data for GP prescribing.  It was noted that the actual cost of hospital prescriptions issued through the UHB’s pharmacy department was generally recorded and reported in the month when the associated drugs were issued. 

Referring to the gross COVID forecast, the Deputy Director of Finance indicated that this had increased in month from £111.149m to £117.083m largely relating to national programmes on TTP and PPE.  Funding for Testing, Tracing, COVID vaccination, PPE, cleaning standards, CHC and FNC packages of care is based on pass through costs and the associated funding was deemed to be low risk.  However, funding for other elements such as response was still to be confirmed.  Following a query from the Finance Committee Chair (RT) the Deputy Director of Finance flagged that Welsh Government may issue control totals for COVID 19 funding in the later part of the year, as was the case in 2020/21.   At this point the UHB would need to manage risks and services within the level of confirmed funding.

Reporting on Clinical Board performance, in total, delegated budgets were £1.103m overspent for the 3 months to the end of June 2021 primarily due to pressures in emergency services. The overspend in delegated budgets was offset by a £1.227m underspend against central budgets due to non recurrent opportunities and the Deputy Director of Finance indicated that the UHB would need to take remedial action if the overall position deteriorated.

It was highlighted that progress against the recurrent savings target where a further £5.9m needed to be identified presented a risk to the underlying deficit that the UHB would carry forward to 2022/23.  Picking up on this point, the UHB Chair (CJ), whilst acknowledging the difficulty in identifying savings given the level of uncertainty that remained as a result of COVID 19, indicated that the Committee would need to focus on progress against the recurrent savings target if the UHB was to maintain the current underlying deficit moving into next year. 

Referring to the action required to close the gap against the recurrent savings target, the Independent Member – Finance (JU) asked whether there was a continous process to identify new saving schemes.  In reply the Chief Operating Officer confirmed that this was the case and indicated it was also important to continue to convert red pipeline schemes to amber. It was acknowledged that a lack of pipeline schemes would increase the risk in meeting the recurrent savings target.

Moving on, it was noted that the UHB was expecting a positive cash balance at the end of 2021/22 in line with the revised financial forecast breakeven and that the public sector payment compliance had deteriorated to 94.0% in month.

Finally, the key risks were identified as the shortfall in savings schemes and the requirement to progress recurrent schemes in order to maintain the underlying position. In addition, whilst the UHB had been told by Welsh Government to assume that all COVID response costs will be funded, the costs were subject to external review and therefore this was also risk a until funding was confirmed.

Resolved – that:

The Finance Committee noted the gross month 3 financial impact of COVID 19 which is assessed at £25.104m;

The Finance Committee noted the additional Welsh Government COVID 19 funding of £25.104m assumed within the month 3 position;

The Finance Committee noted the £21.313m of non recurrent Welsh Government COVID 19 Funding which is assumed as coverage in respect of the 2020/21 recurrent savings shortfall;

The Finance Committee noted the reported underspend of £0.124m at month 3 due to operational pressures;

The Finance Committee noted the forecast breakeven which is consistent with the revised financial plan expected to be submitted to Welsh Government at the end of June and assumes additional funding of £138.396m to manage the impact of COVID 19 in 2021/22;

The Finance Committee noted that it is assumed that COVID 19 reductions in planned care expenditure can now be used to mitigate risks against full delivery of the 2021/22 savings programme and any other operational pressures and that these assumptions are being reaffirmed with Welsh Government;

The Finance Committee noted that whilst the UHB has assumed that all COVID response costs will be funded, these will be subject to external review. This is therefore a risk until this funding is confirmed.

The Finance Committee noted the 2021/22 brought forward Underlying Deficit was £25.3m and that the forecast carry forward of £25.3m into 2022/23 is dependent upon delivery of the £12m recurrent savings target as set out in the financial plan.

	

	FC 21/07/008

	FINANCE RISK REGISTER

The Assistant Director of Finance presented the 2021/22 Finance Risk Register to the Committee.

The following  risks identified on the 2021/22 Risk Register were categorized as extreme risks (Red):

•	Maintaining the underlying deficit of £25.3m on line with the draft annual plan.
•	Delivery of the 2% CIP (£16.0m)

The Committee was advised that the Risk Fin02/21 – The Delivery of  in year breakeven position and the management of budget pressures had been downgraded from Extreme to High given the £0.124m operational surplus reported at month 3.

 Resolved – that:

The Finance Committee noted the risks highlighted within the 2021/22 risk register.

	


















	FC 21/07/009

	DEEP DIVE – COMMISSIONING AND CONTRACTING

The Deputy Director of Finance introduced Chris Markall, Head of Finance – Commissioning & Benchmarking who would be making a presentation on Contracting and Commissioning

The Head of Finance highlighted that the presentation would cover the following areas:

· Commissioning and contracting functions
· Overview of financial flows
· Contracting frameworks
· LTA performance context
· Current issues and looking forward

The Head of Finance moved through the presentation and highlighted: 

· The UHB received funding from Welsh Government to plan / commission services for its resident population.

· There are Contracts / arrangements to support commissioning services for C&V residents externally and to support the provision of services to other commissioning organisations

· Commissioning and Contracting Functions included:
· Financial Management of healthcare contracts, including internal funding 
· Application of ‘responsible commissioner’ and cross-border guidance (WG/DHSC protocols etc.)
· Support for service development and regional planning, working alongside Clinical Boards
· IMTP / WHSSC ICP development
· Commissioning scrutiny to support due diligence and good governance

· 2020/21 Commissioning Expenditure included:
· £179m total expenditure on commissioned services (including £116m with WHSCC; £24m with WASC; £18m Velindre NHST; £19m LHB LTAs; £2.4m LHB/Trust non LTAs; and £1.2m IPFR, NCAs & UH Bristol)
· The £179m excludes Clinical Board managed SLAs and WAST & PCIC/MH commissioned placements
· Block contracting arrangements applied as part of COVID actions to ensure financial stability

· 2020/21 Contracting Income included:
· £343m total income from healthcare agreements, circa 20% of total UHB turnover (including £238m with WHSCC; £28m with WHSCC non LTA; £72m LHB LTAs; £0.9m LHB non LTAs; £2.7m English LTAs; and £1.2m English NCAs)
· The £343m excludes Clinical Board managed SLAs.
· Block contracting arrangements applied as part of COVID actions to ensure financial stability

· LTA Financial Frameworks were a mixture of :
· Block Contracts – no adjustment for variation, ‘manage within resources’
· Traditional ‘Cost & Volume’ Contracts – variation adjusted for at marginal rates
· Cost per Case Contracts – full cost price variation, some at case mix level
· ‘Pass Through’ Contracts – actual expenditure e.g. NICE and High Cost Drugs
· Investment – often funded only as committed until fully implemented
· Disinvestment – expectation of 100%, albeit phased over three years
· COVID Arrangements are based on Block at 2019/20 out-turn including inflation, wage award funding adjusted for service change, developments and repatriations

· The following was outlined in respect of specific LTAs :
· The WHSSC LTA was established through Resource Mapping in 2010 and the provider contract was rebased in 2015-16 to better align the income to service costs. Several frameworks have been revisited as part of service reviews and investment.
· Health Board LTAs are largely based on historic costs, inflated year on year. But some are being remodelled. The LTAs are adjusted for clinical developments, service changes, for repatriation and investment/disinvestment. C&V provider activity has declined over the recent years from the core SE Wales catchment area
· The Velindre LTA is based on historic costs, inflated year on year, however rebasing is expected to be implemented in the near future.

· Outside of Block arrangements both Commissioner & Provider contract performance is subject to financial variation arising from changes in activity flows where the UHB needs to manage the associated changes in income and expenditure.
· Cross border flows are subject to:  guidance / protocols; ‘Who pays’ guidance and English tariff mechanisms (e.g. BPT / Exclusions); Responsible commissioner guidance (English & Welsh); Residency rules and placement checks; and prior approval for elective treatment
· Current Issues include: Implementation of the WHSSC ICP; Implementation of Velindre developments; COVID recovery and how to move out of current block arrangements; Regional Plans – Vascular, OG Cancer, Spinal, Robot etc; Potential to rebase South Wales LTAs; and the incorporation of value and outcomes into LTAs.

Comments and queries were received as follows:

The Finance Committee Chair (RT) asked for clarification of the difference between WHSCC and UHB Commissioning. In response the Head of Finance confirmed that WHSCC was responsible for ensuring that designated specialised services were commissioned from providers which had the appropriate experience and expertise.  In this context the UHB – WHSCC LTA specified which services were included and it was noted that the list would change overtime as new treatments provided were added to
the list.  In some cases, treatments (e.g. cardiology) could be de-designated as they rolled out of specialist centres and were provided from a wider range of Providers.  

The Executive Director of Strategic Planning observed that there was a risk that the repatriation of patient services back to other Health Boards could leave the UHB with a casemix of non Cardiff and Vale residents which was skewed towards more complex and costly activity. This in turn, could be a financial risk, if LTAs are based on historic average costs.  The Head of Finance agreed that this was a risk and in this context, the UHB needed to take a pragmatic approach to the re-basing of contracts.  The Chief Operating Officer added that the accuracy of clinical coding was an important factor in gauging the relative complexity of casemix.

It was noted that some services were commissioned at a Clinical Board level and the Executive Director of Strategic Planning indicated that this was the case for some continuing care packages for mental healthcare where it was important that the right level of care was commissioned to meet individual needs.  It was acknowledged that this would also impact on resource allocation for the wider population.  

The Finance Committee Chair (RT) asked how performance and limitation of liability was managed and in response the Head of Finance indicated that all LTAs were subject to a Heads of Agreement which referenced Welsh Government specifications and outlined LTA management arrangements.

The Deputy Director of Finance confirmed that both Commissioner and Provider financial performance was captured in the UHB’s monthly financial reports.

	

	FC 21/07/010
	MONTH 3 FINANCIAL MONITORING RETURNS 

These were noted for information. 

	

	FC 21/07/011
	ITEMS TO BRING TO THE ATTENTION OF THE BOARD

There were no items to being to the attention of the Board.

	

	FC 21/06/012
	DATE OF THE NEXT MEETING OF THE COMMITTEE

Wednesday 25th August 2.00pm; Virtual Meeting via Teams
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