DOCUMENT 1

From: [Redacted: Section 38(1)(b)|@gov.scot> On Behalf Of Richard McCallum
Sent: Monday, February 12, 2024 10:33 AM

To: claire.burden@aapct.scot.nhs.uk

Cc: lesley.bowie@aapct.scot.nhs.uk; derek.lindsay
<derek.lindsay@aapct.scot.nhs.uk>; [Redacted: Section
38(1)(b)]@aapct.scot.nhs.uk; Fiona Bennett <Fiona.Bennett@gov.scot>
Subject: NHS Ayrshire and Arran — 2024-25 to 2026-27 three year finance plans -
letter to CE - 12 Feb 24

Hello Claire

Please find attached a letter from Richard relating to the above subject.
[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]

Attachment 1

DOCUMENT 2

From: [Redacted: Section 38(1)(b)]@gov.scot> On Behalf Of Richard McCallum
Sent: Monday, February 12, 2024 10:35 AM

To: chiefexecutive@nhslothian.scot.nhs.uk

Cc: john.connaghan@nhslothian.scot.nhs.uk; Craig.Marriott@nhslothian.scot.nhs.uk;
[Redacted: Section 38(1)(b)]@nhslothian.scot.nhs.uk; Fiona Bennett
<Fiona.Bennett@gov.scot>

Subject: NHS Lothian — 2024-25 to 2026-27 three year finance plans - letter to CE -
12 Feb 24

Hello Calum

Please find attached a letter from Richard relating to the above subject.

[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]

Attachment 2

DOCUMENT 3

From: [Redacted: Section 38(1)(b)]J@gov.scot> On Behalf Of Richard McCallum



Sent: Monday, February 12, 2024 10:34 AM

To: Pamela Dudek <Pamela.Dudek@nhs.scot>

Cc: chair.nhshighland@nhs.scot; heledd.cooper@nhs.scot; [Redacted: Section
38(1)(b)]@nhs.scot>; Fiona Bennett <Fiona.Bennett@gov.scot>

Subject: NHS Highland — 2024-25 to 2026-27 three year finance plans - letter to CE -
12 Feb 24

Hello Pam

Please find attached a letter from Richard relating to the above subject.
[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]

Attachment 3

DOCUMENT 4

From: [Redacted: Section 38(1)(b)]

Sent: Monday, February 19, 2024 9:12 AM

To: claire.burden@aapct.scot.nhs.uk; [Redacted: Section 38(1)(b)];
pamela.dudek@nhs.scot; [Redacted: Section 38(1)(b)];
chiefexecutive@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]; derek.lindsay
<derek.lindsay@aapct.scot.nhs.uk>; [Redacted: Section 38(1)(b)]
heledd.cooper@nhs.scot; [Redacted: Section 38(1)(b)];
Craig.Marriott@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]

Cc: [Redacted: Section 38(1)(b)]; Fiona Bennett <Fiona.Bennett@gov.scot>;
lesley.bowie@aapct.scot.nhs.uk; [Redacted: Section 38(1)(b)];
chair.nhshighland@nhs.scot; [Redacted: Section 38(1)(b)]; [Redacted: Section
38(1)(b)]

@nhslothian.scot.nhs.uk>; [Redacted: Section 38(1)(b)]

Subject: FW: RE: NHS Scotland Finance Position 2023-24 - letter to CEs and DoFs
- 19 Feb 24

Good morning,

Further to communications at the end of last week, please see a revision to the
funding letter issued on 15 February.

Please disregard the previous letter and use the attached for year-end planning
assumptions.

Kind regards

[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]



Attachment 4

DOCUMENT 5

From: David Anderson <David.Anderson2@gov.scot> On Behalf Of Richard
McCallum

Sent: Thursday, February 15, 2024 2:45 PM

To: claire.burden@aapct.scot.nhs.uk; [Redacted: Section 38(1)(b)]; Pamela Dudek
<pamela.dudek@nhs.scot>; [Redacted: Section 38(1)(b)];
chiefexecutive@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)] derek.lindsay
<derek.lindsay@aapct.scot.nhs.uk>; [Redacted: Section 38(1)(b)];
heledd.cooper@nhs.scot; [Redacted: Section 38(1)(b)];
Craig.Marriott@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]

Cc: [Redacted: Section 38(1)(b)]; Fiona Bennett <Fiona.Bennett@gov.scot>;
lesley.bowie@aapct.scot.nhs.uk; [Redacted: Section 38(1)(b)];
chair.nhshighland@nhs.scot; [Redacted: Section 38(1)(b)] ; [Redacted: Section
38(1)(b)]@nhslothian.scot.nhs.uk>; [Redacted: Section 38(1)(b)]

Subject: NHS Scotland Finance Position 2023-24 - letter to CEs and DoFs - 15 Feb
24

NHS Scotland Board Chief Executives
NHS Scotland Board Directors of Finance

cc: NHS Scotland Board Chairs

Please find attached a letter from Richard relating to the above subject.
[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]

Attachment 5

DOCUMENT 6

From: [Redacted: Section 38(1)(b)J@gov.scot> On Behalf Of Richard McCallum
Sent: Wednesday, February 21, 2024 1:00 PM

To: chiefexecutive@nhslothian.scot.nhs.uk

Cc: Craig.Marriott@nhslothian.scot.nhs.uk; Richard McCallum
<Richard.McCallum@gov.scot>; Fiona Bennett <Fiona.Bennett@gov.scot>
Subject: NHS Scotland Finance Position 2023-24 - letter to NHS Lothian - 21 Feb
24

NHS Lothian Chief Executive
CC NHS Lothian Director of Finance



Please find attached a letter from Richard relating to the above subject.

Kind regards
[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]

Attachment 6

DOCUMENT 7

From: [Redacted: Section 38(1)(b)]@gov.scot> On Behalf Of Richard McCallum
Sent: Thursday, April 4, 2024 4:52 PM

To: claire.burden@aapct.scot.nhs.uk

Cc: Derek Lindsay (AA Finance) <derek.lindsay@aapct.scot.nhs.uk>;
lesley.bowie@aapct.scot.nhs.uk

Subject: NHS Ayrshire & Arran - 2024-27 Financial Plan - letter to CE - 04 Apr 24
Hello Claire

Please find attached a letter from Richard relating to the above subject.
[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]

Attachment 7

DOCUMENT 8

From: [Redacted: Section 38(1)(b)]@gov.scot> On Behalf Of Richard McCallum
Sent: Thursday, April 4, 2024 4:41 PM

To: chiefexecutive@nhslothian.scot.nhs.uk

Cc: Craig.Marriott@nhslothian.scot.nhs.uk; Connaghan, John
<john.connaghan@nhslothian.scot.nhs.uk>

Subject: NHS Lothian - 2024-27 Financial Plan - letter to CE - 04 Apr 24

Hello Calum

Please find attached a letter from Richard relating to the above subject.
[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]



Attachment 8

DOCUMENT 9

From: [Redacted: Section 38(1)(b)]@gov.scot> On Behalf Of Richard McCallum
Sent: Thursday, April 4, 2024 5:02 PM

To: ceo.nhshighland@nhs.scot

Cc: heledd.cooper@nhs.scot; chair.nhshighland@nhs.scot; sarah.compton-
bishop@nhs.scot

Subject: NHS Highland - 2024-27 Financial Plan - letter to CE - 04 Apr 24

Hello Fiona

Please find attached a letter from Richard relating to the above subject.
[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]

Attachment 9

DOCUMENT 10

From: [Redacted: Section 38(1)(b)|@gov.scot> On Behalf Of Richard McCallum
Sent: Monday, April 15, 2024 4:23 PM

To: claire.burden@aapct.scot.nhs.uk; [Redacted: Section 38(1)(b)];
ceo.nhshighland@nhs.scot; [Redacted: Section 38(1)(b)];
chiefexecutive@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]; Derek Lindsay
(AA Finance) <derek.lindsay@aapct.scot.nhs.uk>; [Redacted: Section 38(1)(b)];
heledd.cooper@nhs.scot; [Redacted: Section 38(1)(b)];
Craig.Marriott@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]; [Redacted:
Section 38(1)(b)]J@nhs.scot; [Redacted: Section 38(1)(b)];
Fiona.wilson@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)];
Morag.Barrow@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)];
Claire.Flanagan@nbhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)];

Cc: [Redacted: Section 38(1)(b)];

Subject: 24-25 Funding Letter Cost Pressures and Planned Care - letter to CEs,
DoFs, IJB COs and IJB CFOs - 15 Apr 2024

Hello Everyone

Have recalled the original sent to you earlier this afternoon.



Amended letter attached (wording on the original letter beside the Saltire at the top
right on page 1 was incomplete and is now rectified in the attached version).

[Redacted: Section 38(1)(b)]
[OUT OF SCOPE]

From: [Redacted: Section 38(1)(b)J@gov.scot> On Behalf Of Richard McCallum
Sent: Monday, April 15, 2024 3:03 PM

To: claire.burden@aapct.scot.nhs.uk; [Redacted: Section 38(1)(b)];
ceo.nhshighland@nhs.scot; [Redacted: Section 38(1)(b)];
chiefexecutive@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]; Derek Lindsay
(AA Finance) <derek.lindsay@aapct.scot.nhs.uk>; [Redacted: Section 38(1)(b)];
heledd.cooper@nhs.scot; [Redacted: Section 38(1)(b)];
Craig.Marriott@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]; [Redacted:
Section 38(1)(b)]J@nhs.scot>; [Redacted: Section 38(1)(b)]; [Redacted: Section
38(1)(b)]@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]; [Redacted: Section
38(1)(b)]@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)]; [Redacted: Section
38(1)(b)]@nhslothian.scot.nhs.uk; [Redacted: Section 38(1)(b)];

Cc: [Redacted: Section 38(1)(b)]

Subject: 24-25 Funding Letter Cost Pressures and Planned Care - letter to CEs,
DoFs, IUJB COs and IJB CFOs - 15 Apr 2024

NHS Chief Executives

NHS Directors of Finance

IJB Chief Officers

IJB Chief Finance Officers

Please find attached a letter from Richard relating to the above subject.

[Redacted: Section 38(1)(b)]

[OUT OF SCOPE]
Attachment 10



Governance Riaghaltas na h-Alba
Richard McCallum, Director gov.scot

Health and Social Care Finance, Digital and W ‘ Scottish Government
N

T: 0131-244 3475
E: richard.mccallum@qgov.scot

Claire Burden
Chief Executive
NHS Ayrshire and Arran

cC:
Chair, NHS Ayrshire and Arran

Derek Lindsay, Director of Finance

Kirstin Dickson, Director for Transformation and
Sustainability

12t February, 2024
Dear Claire
NHS Ayrshire and Arran — 2024-25 to 2026-27 three year finance plans

Many thanks for the submission of your draft three year financial plan. | previously wrote to
you setting out expectations that a plan is developed to achieve 3% recurring savings and an
improvement is evidenced from the forecast outturn position reported for 2023-24. In
addition to this, for Boards at level 2 or 3 of the NHS Scotland Support and Intervention
Framework, | have advised there would be a brokerage cap, for NHS Ayrshire and Arran this
was £35 million in 2024-25, which will reduce in future years.

Set in that context, | have outlined below initial feedback, highlighting the overall assessment
of the position and further steps that we require you to progress prior to submission of the
final plan on 11 March 2024.

Overall assessment

NHS Ayrshire and Arran have reported a financial gap before savings of £88.9 million, and
have set out planned savings of £9.1 million, bringing the net gap to £79.8 million. As thisis
significantly above the maximum cap set as well as a deterioration on last years position,
further work is needed to identify options to reduce this by £44.8 million to meet the
maximum cap, and go beyond this to move towards meeting the statutory responsibility to
break even. The plan as set out will not be accepted by Scottish Government.

Current savings plans show 0.7% recurring savings against baseline, which is significantly
short of the 3% recurring savings target, and what will be needed to meet the brokerage cap.

£m
Financial gap before savings 88.9
Planned savings schemes (9.1
Financial plan gap 79.8
Further savings required (44.8)
Original Brokerage gap 35.0
! i &)
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Planning assumptions

Planning assumptions were communicated to inform the development of the three year
financial plans. Since this was shared, there has been further movement on the
expectations for new medicines funding in 2024-25. The assumption was funding would
drop from £250 million in 2023-24, to £80 million in 2024-25. While there is still
uncertainties, NHS Boards should plan on the basis of receiving a NRAC share of £180
million, for NHS Ayrshire and Arran this will be an additional £7.3 million compared to the
previous planning assumption. This will reduce the original brokerage cap to £27.7 million.

As set out in the Director General letter of 29 November, the Board does not have the
authority to commit expenditure beyond the level of this cap and formal approval requires to
be sought from Scottish Government before committing expenditure that does not have a
budget.

The UK Government’s Spring Statement is being announced on 6th March. Detail is not yet
known, however should there be any health consequentials, the Scottish Government is
committed to passing them on in full. We will therefore confirm the position after the 6th
March. Any additional funding passed to NHS Boards will be expected to reduce the current
deficit position of your board and mitigate some of the measures you are considering to
balance the financial position.

Planned savings schemes

| note there is further work to be done on savings to achieve the 3% recurring savings target.
Going beyond this towards the brokerage cap is likely to require choices that have an impact
on service delivery. | would expect this to be reflected in your Three Year Delivery Plans to
be submitted on 7 March which we will review together with Health Planning colleagues.

In the final plan we would require confirmation that each proposed scheme is supported by a
detailed implementation plan and a quarter by quarter analysis of the savings that each will
deliver.

In terms of the areas noted in the initial plan we would comment as follows:

e Supplementary staffing — savings are included of £2 million for nurse agency and £1
million for medical locums. | understand achieving this will be linked to the closure of
unfunded beds which are currently still over 100. As this was not achieved in line with
plans in 2023-24, | would appreciate more detail on the plan to close the unfunded
beds and release savings, whilst also understanding mitigation of any associated
impact of this on quality and safety of services.

e Primary care medicines — it is helpful medicines of low clinical value are included in
the savings plan as well as switches. It would be helpful to understand if more could
come from reducing medicines of low clinical value, and based on the regular
newsletter sent from NSS, what further switches may be possible as well as
understanding the target and financial benefit from polypharmacy reviews.

Other areas of focus

Other areas have been discussed for consideration in the updated plan including:

St Andrew’s House, Regent Road, Edinburgh EH1 3DG £ ™ INVESTORS | Accredi DEdbiy| o
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e |JB position — | understand negotiations are underway around primary care
prescribing and set aside budgets. | would encourage whole system working and a
positive outcome from these discussions.

e Unfunded beds — while some savings are included in the current plan from bed
closures, it would be helpful to understand what going further on this would mean for
the Board to support meeting the brokerage cap.

e Establishment review — it would be helpful to understand the impact of any posts the
Board has above funded establishment and what steps through vacancy controls are
being taken to bring this back in line with funded headcount.

e Patient transport costs — work to progress on reducing patient transport costs.

e PFl arrangements — consideration given to any other approaches to PFI contracts
taken in other areas.

Pay and Agenda for Change reform

Pay negotiations remain ongoing for 2024-25, and Boards should continue to assume
funding to cover the cost of the AfC uplift in 2024-25. Discussions continue on the non-pay
elements of AfC reform, including the reduced working week, protected learning time and
band 5 to 6 regrading. Boards should be assessing possible costs locally, but should not
include any costs in the final finance plan, and until guidance is provided.

Next steps

Colleagues from the Finance Delivery Unit (FDU) have set up a meeting with the Director of
Finance to discuss the initial finance plan and will use this as an opportunity to follow up on
the above points.

| hope this feedback is of assistance and we would welcome and expect that you will be
having an ongoing dialogue as you progress the development of your finance and delivery
plans. As we also develop our strategic finance approach within Scottish Government we
will provide further updates through the regular Board Chief Executive and Director of
Finance meetings.

In the meantime, | would thank you for the work that you are undertaking with your Board
and executive team and look forward to receiving your revised plan in due course.

Yours sincerely

zﬁq:/_;_gﬂg,_

—

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance
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Governance Riaghaltas na h-Alba
Richard McCallum, Director gov.scot

Health and Social Care Finance, Digital and W ‘ Scottish Government
N

T: 0131-244 3475
E: richard.mccallum@qgov.scot

Calum Campbell
Chief Executive
NHS Lothian

cc:
Chair, NHS Lothian

Craig Marriott, Director of Finance

Colin Briggs, Director of Strategic Planning

12th February, 2024
Dear Calum
NHS Lothian — 2024-25 to 2026-27 three year finance plans

Many thanks for the submission of your draft three year financial plan. | previously wrote to
you on 13 December setting out expectations that a plan is developed to achieve 3%
recurring savings and an improvement is evidenced from the forecast outturn position
reported for 2023-24.

Set in that context, | have outlined below initial feedback highlighting the overall assessment
of the position and further steps that we require you to progress prior to submission of the
final plan on 11 March 2024.

Overall assessment

NHS Lothian have reported a financial gap before savings of £142.3 million and have set out
planned savings of £32.6 million, bringing the net gap to £109.7 million. | note further work is
ongoing to identify options to reduce this deficit to move towards meeting the statutory
responsibility to break even.

Current savings plans show 1.5% recurring savings against baseline, which falls short of the
requirement set out. | understand many of these areas will be high risk and delivery of
savings as early as possible in the financial year is required to achieve the target set out.

£m
Financial gap before savings 142.3
Planned savings schemes (32.6)
Financial plan gap 109.7
St Andrew’s House, Regent Road, Edinburgh EH1 3DG # ™\, INVESTORS : 0B disabiit
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Planning assumptions

Planning assumptions were communicated to inform the development of the three year
financial plans. Since this was shared there has been further movement on the expectations
for new medicines funding in 2024-25. The assumption was funding would drop from £250
million in 2023-24 to £80 million in 2024-25. While there is still uncertainties, NHS Boards
should plan on the basis of receiving a NRAC share of £180 million, for NHS Lothian this will
be an additional £15.1 million compared to the previous planning assumption. | expect this
to directly improve the financial plan, therefore the maximum deficit reported in the final
financial plan should be £94.6 million. A deficit of this scale however will not be accepted in
the final financial plan.

As set out in the Director General letter of 29 November, the Board requires formal approval
from Scottish Government before committing expenditure that does not have a budget.

The UK Government’s Spring Statement is being announced on 6th March. Detail is not yet
known, however should there be any health consequentials, the Scottish Government is
committed to passing them on in full. We will therefore confirm the position after the 6th
March. Any additional funding passed to NHS Boards will be expected to reduce the current
deficit position of your board and mitigate some of the measures you are considering to
balance the financial position.

Planned savings schemes

We note the proposed savings schemes set out in the initial plan and | welcome the
approach being taken by NHS Lothian as set out in the accompanying narrative.

| understand delivery of the 3% recurring savings will be very challenging and note the work
underway for every Business Unit to deliver a plan to achieve the 3% target. The actions
being taken on top of this are in line with the areas we would expect based on the measures
needed to go beyond the 3% to break even. | would expect this to be reflected in your Three
Year Delivery Plan to be submitted on 7 March which we will review together with Health
Planning colleagues. We would welcome further detail of these actions in the final plan
submission.

In terms of the areas noted in the initial plan we would comments as follows:

e Supplementary staffing — It would be useful to understand what work is ongoing to
reduce the level of supplementary staffing and particularly to clarify the rating of the
schemes.

Other areas of focus

Other areas have been discussed for consideration in the updated plan including:

e Level of variance — It would be useful to understand, from the Boards point of view,
what the achievable level of variance they are looking to deliver in year.

e Brought forward pressures — It would be useful to understand the breakdown of the
£68 million ‘other’ brought forward pressures.

e Prescribing pressures — it would be helpful to understand a further breakdown of the
£32 million of prescribing pressures.

St Andrew’s House, Regent Road, Edinburgh EH1 3DG £ ™ INVESTORS | Accredi DEdbiy| o
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Pay and Agenda for Change reform

Pay negotiations remain ongoing for 2024-25 and Boards should continue to assume funding
to cover the cost of the AfC uplift in 2024-25. Discussions continue on the non-pay elements
of AfC reform, including the reduced working week, protected learning time and band 5 to 6
regrading. Boards should be assessing possible costs locally, but should not include any
costs in the final finance plan, and until guidance is provided.

Next steps

Colleagues from Finance Delivery Unit have set up a meeting with the Director of Finance to
discuss the initial finance plan and will use this as an opportunity to follow up on the above
points.

| hope this feedback is of assistance and we would welcome and expect that you will be
having an ongoing dialogue as you progress the development of your finance and delivery
plans. As we also develop our strategic finance approach within Scottish Government we
will provide further updates through the regular Board Chief Executive and Director of
Finance meetings.

In the meantime, | would thank you for the work that you are undertaking with your Board
and executive team and look forward to receiving your revised plan in due course.

Yours sincerely

L1l
f,,-—"“

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance
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Governance
Richard McCallum, Director

Health and Social Care Finance, Digital and W ‘ Scottish Government
N

gov.scot

T: 0131-244 3475
E: richard.mccallum@qgov.scot

Pam Dudek
Chief Executive
NHS Highland

cc:
Chair, NHS Highland

Heledd Cooper, Director of Finance

Lorraine Cowie, Head of Strategic Planning and
Transformation

12th February, 2024
Dear Pam
NHS Highland — 2024-25 to 2026-27 three year finance plans

Many thanks for the submission of your draft three year financial plan. | previously wrote to
you on 13 December setting out expectations that a plan is developed to achieve 3%
recurring savings and an improvement is evidenced from the forecast outturn position
reported for 2023-24. In addition to this, for Boards at level 2 or 3 of the NHS Scotland
Support and Intervention Framework | advised there would be a brokerage cap, for NHS
Highland this was £35 million in 2024-25, which will reduce in future years.

Set in that context, | have outlined below initial feedback, highlighting the overall assessment
of the position and further steps that we require you to progress prior to submission of the
final plan on 11 March 2024.

Overall assessment

NHS Highland have reported a financial gap before savings of £121.3 million and have set
out planned savings of £13.9 million. Unidentified savings of £36.4 are also included,
bringing the net gap to £71.0 million. This is significantly above the maximum cap set and
further work is needed to identify options to reduce this deficit by £72.4 million to meet the
maximum cap, and indeed go beyond this to move towards meeting the statutory
responsibility to break even. The plan as set out will not be accepted by Scottish
Government.

Current savings plans show 1.7% recurring savings against baseline, which is short of the
3% recurring savings target and what will be needed to meet the brokerage cap.

£m
Financial gap before savings 121.3
Planned savings schemes identified (13.9)
Unidentified savings (72.4)
Original Brokerage gap 35.0
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Planning assumptions

Planning assumptions were communicated to inform the development of the three year
financial plans. Since this was shared, there has been further movement on the
expectations for new medicines funding in 2024-25. The assumption was funding would
drop from £250 million in 2023-24 to £80 million in 2024-25. While there is still uncertainties,
NHS Boards should plan on the basis of receiving a NRAC share of £180 million, for NHS
Highland this will be an additional £6.6 million compared to the previous assumption. This
will reduce the original brokerage cap to £28.4 million.

As set out in the Director General letter of 29 November, the Board does not have the
authority to commit expenditure beyond the level of this cap and formal approval requires to
be sought from Scottish Government before committing expenditure that does not have a
budget.

The UK Government’s Spring Statement is being announced on 6th March. Detail is not yet
known, however should there be any health consequentials, the Scottish Government is
committed to passing them on in full. We will therefore confirm the position after the 6th
March. Any additional funding passed to NHS Boards will be expected to reduce the current
deficit position of your board and mitigate some of the measures you are considering to
balance the financial position.

Feedback of initial plan
a. Planned savings schemes

We note the approach being progressed to develop savings schemes and would re-iterate
the requirement to deliver as a minimum 3% recurring savings on an annual basis.

We would encourage early agreement to and implementation of agreed actions to meet this
target and would expect that these should be contributing to a reduction in the monthly rate
of overspend in this financial year. All Boards will be held to account for delivery of the 3%
recurring savings target.

In the final plan we would require formal confirmation that each proposed scheme is
supported by a detailed implementation plan and a quarter by quarter analysis of the savings
that each will deliver.

b. Unidentified savings

The scale of the remaining savings gap required to reduce expenditure to the brokerage cap
is significant and we remain concerned regarding the maturity of your plans to address.
Whilst noting the proposed approach to transformation that we discussed in January, we are
now at a point where we require to understand how this will translate into financial savings
and a reduction in the recurring expenditure. | appreciate this may take the planning into
areas where difficult choices and decisions require to be made. | would expect this to be
reflected in your Three Year Delivery Plans to be submitted on 7 March which we will review
together with Health Planning colleagues.

Within the draft plan you confirm that you have engaged Meridian Productivity to work
through the options for some supporting and enabling work and that there is a potential to
release in excess of £20 million recurrent costs as a result of re-design work. It would be
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helpful to have an indication of the timelines for completion of this work, how this will inform
the revised plan due for submission in March and how the Board propose to identify the
further savings required to operate within the revised brokerage parameters.

Pay and Agenda for Change reform

Pay negotiations remain ongoing for 2024-25 and Boards should continue to assume funding
to cover the cost of the AfC uplift in 2024-25. Discussions continue on the non-pay elements
of AfC reform, including the reduced working week, protected learning time and band 5 to 6
regrading. Boards should be assessing possible costs locally, but should not include any
costs in the final finance plan, and until guidance is provided.

Next steps

Colleagues from the Finance Delivery Unit have set up a meeting with the Director of
Finance to discuss the initial finance plan and will use this as an opportunity to follow up on
the above points.

| hope this feedback is of assistance and we would welcome and expect that you will be
having an ongoing dialogue as you progress the development of your finance and delivery
plans. As we also develop our strategic finance approach within Scottish Government we
will provide further updates through the regular Board Chief Executive and Director of
Finance meetings.

In the meantime, | would thank you for the work that you are undertaking with your Board
and executive team and look forward to receiving your revised plan in due course.

Yours sincerely

L1l
f,,-—"“

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance

St Andrew’s House, Regent Road, Edinburgh EH1 3DG £ ™ INVESTORS | Accredi DEdbiy| o
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Richard McCallum, Director

Health and Social Care Finance, Digital and W ‘ Scottish Government
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gov.scot

T: 0131-244 3475
E: richard.mccallum@qgov.scot

NHS Scotland Board Chief Executives
NHS Scotland Board Directors of Finance

cc: NHS Scotland Board Chairs

via emalill

19 February 2024
Dear all
NHS Scotland Finance Position 2023-24

| am writing to set out some developments relevant to the 2023-24 financial position for NHS
Boards. At Quarter 3 the overall deficit across NHS Scotland was £323 million, which is
significantly above an acceptable level, and would lead to not only a Health and Social Care
Portfolio deficit but could have a material impact on the overall Scottish Government outturn.
| recognise there has been work ongoing throughout 2023-24 to reduce the deficit and |
expect to see further improvement in the final quarter of the year, in line with the letter issued
from the Director General for Health and Social Care on 29 November.

Below are some changes which will support reducing the overall deficit. Any deficits will be
subject to repayable brokerage, therefore the information below does not change
requirement to break even and Boards should continue to take action to reduce deficits.

Health Consequentials

There have been discussions with UK Government in recent weeks on additional
consequentials and, following the confirmation of additional funding provided by HM
Treasury to the Department of Health and Social Care, we will allocate a share of £150
million to NHS Boards in 2023-24. This funding is being provided on a non-recurring basis. |
expect all Boards to use this funding in full to reduce their in year positions by at least this
value and include the benefit in their next Financial Performance Return. Annex A shows
specific Board figures.

CNORIS assumption

NHS Boards have been planning on a CNORIS share of £80 million for 2023-24. We now

have confirmation this will reduce to £45 million. Boards should therefore update their next
Financial Performance Return to reflect a share of £35 million, reducing their in year deficit
by at least this value as a result. Specific Board figures are shown in Annex A.

These combined factors bring an overall benefit to the system of £185 million.
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It is vital NHS Boards continue to focus on achieving recurring savings in 2023-24 to reduce
the opening deficit and support the financial challenge going into 2024-25.

| would ask that Boards continue to take all steps possible to balance in 2023-24 and, for
those Boards that will achieve balance or surplus as a result of this additional funding, |
would be keen to discuss the scope to allow some flexibility into 2024-25, recognising the
significant pressures faced in the next financial year.

Yours sincerely

L1 ol
f,.-—“'

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance

St Andrew’s House, Regent Road, Edinburgh EH1 3DG £ ™ INVESTORS | Accredi DEdbiy| o
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Annex A — NHS Board Allocations / Planning Adjustments 2023-24

Territorial Boards Funding CNORIS Total Benefit
Share £150,000 £35,000*
NHS Ayrshire & Arran 7.31% 10,958 1,914 12,873
NHS Borders 2.15% 3,229 452 3,681
NHS Dumfries & Galloway 2.96% 4,447 1,247 5,694
NHS Fife 6.85% 10,279 2,089 12,368
NHS Forth Valley 5.47% 8,199 1,509 9,708
NHS Grampian 9.74% 14,606 3,223 17,829
NHS Greater Glasgow & Clyde 22.14% 33,211 9,205 42,416
NHS Highland 6.59% 9,886 1,442 11,328
NHS Lanarkshire 12.31% 18,469 4,246 22,714
NHS Lothian 15.07% 22,599 6,174 28,772
NHS Orkney 0.50% 751 52 802
NHS Shetland 0.48% 718 77 795
NHS Tayside 71.77% 11,657 2,279 13,935
NHS Western Isles 0.66% 992 88 1,080
Total 150,000 33,997 183,995

*Territorial Share only, £1 million benefit relates to National Boards’ reduction to CNORIS contribution included

below

National Board CNORIS Benefit £000s

NHS National Waiting Times Centre 435
NHS 24 93
NHS Education for Scotland 40
Public Health Scotland 9
Healthcare Improvement Scotland 9
NHS National Services Scotland 71
Scottish Ambulance Service 319
The State Hospital 22
Total 997
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Governance
Richard McCallum, Director

Health and Social Care Finance, Digital and W ‘ Scottish Government
N

gov.scot

T: 0131-244 3475
E: richard.mccallum@qgov.scot

NHS Scotland Board Chief Executives
NHS Scotland Board Directors of Finance

cc: NHS Scotland Board Chairs

via emalill

15th February 2024
Dear all
NHS Scotland Finance Position 2023-24

| am writing to set out some developments relevant to the 2023-24 financial position for NHS
Boards. At Quarter 3 the overall deficit across NHS Scotland was £323 million, which is
significantly above an acceptable level, and would lead to not only a Health and Social Care
Portfolio deficit but could have a material impact on the overall Scottish Government outturn.
| recognise there has been work ongoing throughout 2023-24 to reduce the deficit and |
expect to see further improvement in the final quarter of the year, in line with the letter issued
from the Director General for Health and Social Care on 29 November.

Below are some changes which will support reducing the overall deficit. Any deficits will be
subject to repayable brokerage, therefore the information below does not change
requirement to break even and Boards should continue to take action to reduce deficits.

Health Consequentials

There have been discussions with UK Government in recent weeks on additional
consequentials and, following the confirmation of additional funding provided by HM
Treasury to the Department of Health and Social Care, we will allocate a NRAC share of
£150 million to NHS Boards in 2023-24. This funding is being provided on a non-recurring
basis. | expect all Boards to use this funding in full to reduce their in year positions by at
least this value and include the benefit in their next Financial Performance Return. Annex A
shows specific Board figures.

CNORIS assumption

NHS Boards have been planning on a CNORIS share of £80 million for 2023-24. We now
have confirmation this will reduce to £45 million. Boards should therefore update their next
Financial Performance Return to reflect a NRAC share of £35 million, reducing their in year
deficit by at least this value as a result. Specific Board figures are shown in Annex A.

These combined factors bring an overall benefit to the system of £185 million.
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It is vital NHS Boards continue to focus on achieving recurring savings in 2023-24 to reduce
the opening deficit and support the financial challenge going into 2024-25.

| would ask that Boards continue to take all steps possible to balance in 2023-24 and, for
those Boards that will achieve balance or surplus as a result of this additional funding, |
would be keen to discuss the scope to allow some flexibility into 2024-25, recognising the
significant pressures faced in the next financial year.

Yours sincerely

L1 ol
f,.-—“'

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance
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Annex A — NHS Board Allocations / Planning Adjustments 2023-24

Funding

CNORIS

NHS Ayrshire & Arran 7.31% 10,965 2,559 13,524
NHS Borders 2.15% 3,225 753 3,978
NHS Dumfries & Galloway 2.96% 4,440 1,036 5,476
NHS Fife 6.85% 10,275 2,398 12,673
NHS Forth Valley 5.47% 8,205 1,915 10,120
NHS Grampian 9.74% 14,610 3,409 18,019
NHS Greater Glasgow & Clyde 22.14% 33,210 7,749 40,959
NHS Highland 6.59% 9,885 2,307 12,192
NHS Lanarkshire 12.31% 18,465 4,309 22,774
NHS Lothian 15.07% 22,605 5,275 27,880
NHS Orkney 0.50% 750 175 925
NHS Shetland 0.48% 720 168 888
NHS Tayside 7.77% 11,655 2,720 14,375
NHS Western Isles 0.66% 990 231 1,221
Total -150,000 -35,000 -185,000
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Health and Social Care Finance, Digital and W ‘ Scottish Government
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T: 0131-244 3475
E: richard.mccallum@qgov.scot

Calum Campbell
Chief Executive
NHS Lothian

Cc: Craig Marriot, Director of Finance
via email
21 February 2024
Dear Calum
NHS Lothian —2023-24 allocations
| am writing to confirm the approach for the additional funding allocation in 2023-24, following

my recent letter, which outlined a further £150 million being allocated across NHS Scotland
based on additional consequentials received.

NHS Lothian’s indicative allocation is £22.6 million, however | understand you are likely to
reach a break even position without requiring this additional funding. | recognise this is due
to ongoing hard work throughout the year and strong financial management in place and |
welcome the action taken.

We will therefore allocate the £22.6 million of funding in 2024-25, to support the position in
NHS Lothian next financial year. This must be used to reduce the current anticipated
financial deficit and | would expect to see a direct reduction reflected in the next version of
the 2024-25 plan to be submitted in March 2024.

| would like to thank you for the work that you are undertaking with your Board and executive
team and look forward to receiving your revised plan in due course.

Yours sincerely,

L1l

—

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance

St Andrew’s House, Regent Road, Edinburgh EH1 3DG £ ™ INVESTORS | Accredi DEdbiy| o
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Health and Social Care Finance, Digital .v' ‘ Scottish Government
Richard McCallum, Director . | gov.scot

T: 0131-244 3475
E: richard.mccallum@qov.scot

Claire Burden, Chief Executive, NHS Ayrshire & Arran

cC:
Derek Lindsay, Director of Finance, NHS Ayrshire & Arran
Chair, NHS Ayrshire and Arran

By email only

04 April, 2024

Dear Claire

NHS Ayrshire & Arran - 2024-27 Financial Plan

Thank you for the submission of NHS Ayrshire and Arran 2024-27 financial plan.

| note NHS Ayrshire and Arran is projecting a financial challenge of £84.273 million
in 2024-25. Itis recognised this financial pressure is driven by: a brought forward
underlying deficit, delays in closing unfunded beds with linked reliance on
supplementary staffing, high length of stay and ongoing non-pay inflationary
pressures. We recognise many of these issues impact service delivery and we will
work with you and our colleagues in the Directorate of the Chief Operating Officer to
understand any impact of your developing 2024-27 Delivery Plan. Should there be
any material changes to your finance plan as a result of feedback on the Delivery
Plan we will review this with you.

The Board has set a savings target of £28.246 million and other cost reduction
measures to improve the financial position. This results in a net deficit of £56.027
million in 2024-25. This is an improvement on the draft financial plan by £23.757
million.

This is significantly above the brokerage cap previously communicated to the Board
of £27.2 million and | note the current plan falls just below the 3% recurrent savings
target. Therefore, the plan as you have set out will not be agreed by the Scottish
Government at this stage. The Board must continue to work with both finance and
performance colleagues within the Scottish Government to consider options to
reduce expenditure to deliver a financial outturn within the brokerage cap
communicated. Should the Board not meet this position, it is my current expectation
that an overspend would need to be shown in the financial statements.
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We expect to see significant improvement against this plan within the monthly
reporting throughout 2024-25 and continued engagement with the Finance Delivery
Unit at the Scottish Government. As a Board in escalation for financial reasons, |
expect appropriate action to be taken to improve the position and move towards de-
escalation. NHS Ayrshire and Arran remain at level three of the NHS Scotland
Support and Intervention Framework for financial reasons.

Financial Plan — Next Steps

We acknowledge the position outlined in the financial plan for 2024-25 and expect
the Board to undertake the following actions ahead of Quarter One in year reporting:

1. Progress delivery of a minimum 3% recurring savings in 2024-25 and develop
options to meet any unidentified or high risk savings balances.

2. Continue to progress with the areas of focus set out in the 15 box grid.

3. Engage and take proactive involvement in supporting national programmes as
they develop in 2024-25.

4. Develop further measures to reduce the Board’s residual financial gap
towards the brokerage cap set.

5. Provide an update on the financial risks outlined within the financial plan to
assess likelihood of these materialising and the impact these could have on
the Board's outturn.

We will continue to engage and perform regular monitoring of the Board’s financial
position via the Financial Performance Return process, beginning with the 2024-25
Quarter 1 review.

We note the uncertainty in future years’ financial outlook and the Board will be
required to carry out further work to address the financial challenges presented in the
latter years of the 2024-27 financial plan.

Engagement expectations

We continue to expect NHS Boards to work locally and collaboratively to support the
monitoring of in-year and future year financial performance and to seek efficiencies
and cost reductions to drive financial balance. | therefore expect continued
engagement, with appropriate representation of your Board, at each of the key
forums: Directors of Finance meetings, Corporate Finance Group, Financial
Improvement Network, Technical Accounting Group and Financial Accounting
Network. This will ensure the appropriate level of understanding of pressures,
assumptions to be applied within financial reports, funding announcements, policy
changes and approval and scrutiny of business cases across NHS Scotland. In
addition, we expect NHS Boards to continue to use these groups to share learning,
savings schemes, and national improvements.

Financial Allocations

We recognise the importance of certainty and flexibility of funding to support you in
managing your Board'’s financial position. The Scottish Government’s Health and
Social Care Directorates are reviewing all allocations to assess those which are



appropriate for either baselining or bundling into a bigger allocation. We remain
committed to putting out 80% of allocations in the first quarter - where necessary
these may be a percentage of the full allocation value.

| appreciate that there is a significant financial challenge in 2024-25, above levels we
have seen before, and we will continue to work closely with Chief Executives and
colleagues across the whole system. | thank you again for your support to date and
your continued engagement moving into the new financial year.

Yours sincerely

L1 el

—

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance
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T: 0131-244 3475
E: richard.mccallum@qov.scot

Calum Campbell, Chief Executive, NHS Lothian

cC:
Craig Matrriot, Director of Finance, NHS Lothian
Chair, NHS Lothian

By email only

04 April, 2024
Dear Calum
NHS Lothian - 2024-27 Financial Plan

Thank you for the submission of NHS Lothian 2024-27 financial plan. | note NHS
Lothian is projecting a financial challenge of £100.414 million before savings in 2024-
25.

It is recognised this financial pressure is driven by: increased activity levels,
prescribing costs and significant brought forward pressures from 2023-24. We
recognise many of these issues impact service delivery and we will work with you
and our colleagues in the Directorate of the Chief Operating Officer to understand
any impact of your developing 2024-27 Delivery Plan. Should there be any material
changes to your finance plan as a result of feedback on the Delivery Plan we will
review further with you.

The Board has set a savings target of £61.517 million and other cost reduction
measures to improve the financial position. This results in a net deficit of £38.896
million in 2024-25. This is an improvement on the draft financial plan by £70.776
million.

| can confirm approval of the financial plan, based on further work being needed
throughout the year to identify options to reduce this deficit and to meet the Board’s
statutory responsibility to breakeven. | appreciate the ongoing work across the
organisation as well as wider support across NHS Scotland that the finance team
provides.

cont'd
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Financial Plan — Next Steps

We acknowledge the position outlined in the financial plan for 2024-25 and expect
the Board to undertake the following actions ahead of Quarter One in year reporting:

1. Progress delivery of a minimum 3% recurring savings in 2024-25 and develop
options to meet any unidentified or high risk savings balances.

2. Continue to progress with the areas of focus set out in the 15 box grid.

3. Engage and take proactive involvement in supporting national programmes as
they develop in 2024-25.

4. Develop further measures to reduce the Board’s residual financial gap.

5. Provide an update at quarter one on the financial risks outlined within the
financial plan to assess likelihood of these materialising and the impact these
could have on the Board's outturn.

We will continue to engage and perform regular monitoring of the Board’s financial
position via the Financial Performance Return process, beginning with the 2024-25
Quarter 1 review.

We note the uncertainty in future years’ financial outlook and the Board will be
required to carry out further work to address the financial challenges presented in the
latter years of the 2024-27 financial plan.

Engagement expectations

We continue to expect NHS Boards to work locally and collaboratively to support the
monitoring of in-year and future year financial performance and to seek efficiencies
and cost reductions to drive financial balance. | therefore expect continued
engagement, with appropriate representation of your Board, at each of the key
forums: Directors of Finance meetings, Corporate Finance Group, Financial
Improvement Network, Technical Accounting Group and Financial Accounting
Network. This will ensure the appropriate level of understanding of pressures,
assumptions to be applied within financial reports, funding announcements, policy
changes and approval and scrutiny of business cases across NHS Scotland. In
addition, we expect NHS Boards to continue to use these groups to share learning,
savings schemes, and national improvements.

Financial Allocations

We recognise the importance of certainty and flexibility of funding to support you in
managing your Board'’s financial position. The Scottish Government’s Health and
Social Care Directorates are reviewing all allocations to assess those which are
appropriate for either baselining or bundling into a bigger allocation. We remain
committed to putting out 80% of allocations in the first quarter - where necessary
these may be a percentage of the full allocation value.

| appreciate that there is a significant financial challenge in 2024-25, above levels we
have seen before, and we will continue to work closely with Chief Executives and
colleagues across the whole system.



| thank you again for your support to date and your continued engagement moving
into the new financial year.

Yours sincerely

L1 ol

—

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance
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T: 0131-244 3475
E: richard.mccallum@qov.scot

Fiona Davies, Chief Executive, NHS Highland

cc:
Heledd Cooper, Director of Finance, NHS Highland
Chair, NHS Highland

By email only

04 April, 2024
Dear Fiona
NHS Highland - 2024-27 Financial Plan

Thank you for the submission of the draft NHS Highland 2024-27 financial plan. |
note NHS Highland is projecting a financial challenge of £112.5 million in 2024-25.

It is recognised this financial pressure is driven by: a brought forward underlying
deficit, ongoing non pay inflationary costs, increased adult social care activity and
cost pressures, and the delivery of national and local digital programmes. We
recognise many of these issues impact service delivery and we will work with you
and our colleagues in the Directorate of the Chief Operating Officer to understand
any impact of your developing 2024-27 Delivery Plan. Should there be any material
changes to your finance plan as a result of feedback on the Delivery Plan we will
review this with you.

In response to your draft plan | have noted below further feedback highlighting our
overall assessment of the position and actions we will follow up with you. NHS
Highland remain at level three of the NHS Scotland Support and Intervention
Framework for financial reasons.

Overall assessment
A summary of the overall plan is set out overleaf and we note the progress made

since the initial draft to develop savings options to reduce the financial gap to the
level at which the brokerage cap has been set.
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Initial plan (Jan) Draft Plan (Mar)

£m £m

Financial gap before savings £121.3m £112.5m
Planned savings schemes (£13.9m) (£27.9m)
Adult Social Care — North Highland (E24.4m) (£23.3m)
CHOICES - (£28.7m)
Financial Flexibility - (E4.2m)
Unidentified savings (£48.0m) -
Brokerage cap £35.0m £28.4m

As the development of the implementation plans to support the above savings
options is still ongoing, | would consider the plan to be draft at this point and subject
to further assurances on the deliverability of the £84.1m savings required to reduce
the financial gap. | would, however, acknowledge the significant progress that has
been made in identifying savings options and establishing the appropriate oversight
and governance arrangements and look forward to receiving a further version for
review.

The Board must continue to work with both finance and performance colleagues
within the Scottish Government to consider options to reduce expenditure to deliver
a financial outturn within the brokerage cap communicated. Should the Board not
meet this position, it is my current expectation that an overspend would need to be
shown in the financial statements.

Feedback of initial plan
a. Planned savings schemes

We note the proposed savings schemes set out in the plan the commitment of the
Board and Argyll & Bute 1JB to delivering financial savings equivalent to 3% of
baseline funding as a minimum.

We note that a series of workstreams have been identified to deliver NHS Highland'’s
priority actions for 2024-25 that will contribute to achieving financial efficiency for
NHS Highland whilst maintaining the delivery of safe high-quality, person-centred
care. | welcome the collaborative approach adopted to develop the savings options
and the level engagement within the organisation. We will continue to review
progress against the savings plan at each of the quarterly review meetings with the
Director of Finance.

b. Adult Social Care

Whilst we note that you are assuming that the financial gap in Adult Social Care can
be closed, we share your assessment that this is a significant risk and will require to
understand the steps that the Board propose to take in 2024-25 to address this
issue. In the next iteration of the plan we would anticipate that further details on the
plans will be set out.



c. Choices

We note that the Board are progressing an assessment of a number of service
redesign options following a gateway approach and that scoping work is underway to
understand the benefits from those schemes. We welcome the business case
methodology and public engagement that you are proposing prior to final decisions
being taken as to the shape of the re-design.

You have sought our support to adopting a lighter touch evaluation and Quality
Impact assessment and public engagement process given the extent of the financial
gap and need for change in cases where service sustainability is an issue. We will
consider this request as part of the feedback on the annual delivery plan and will
arrange to meet with you to discuss the service redesign options you are likely to
seek a decision on.

Financial Plan — Next Steps

We acknowledge the position outlined in the financial plan for 2024-25 and expect
the Board to undertake the following actions ahead of Quarter One in year reporting:

1. Progress delivery of a minimum 3% recurring savings in 2024-25 and develop
plans to deliver any savings options identified as being of medium or high risk.

2. Continue to progress with the areas of focus set out in the 15 box grid.

3. Engage and take proactive involvement in supporting national programmes as
they develop in 2024-25.

4. Develop further measures to reduce the Board’s residual financial gap
towards the brokerage cap set.

5. Provide an update on the financial risks outlined within the financial plan to
assess likelihood of these materialising and the impact these could have on
the Board's outturn.

We will continue to engage and perform regular monitoring of the Board’s financial
position via the Financial Performance Return process, beginning with the 2024-25
Quarter 1 review. We will also work with you and our colleagues in the Directorate of
the Chief Operating Officer to understand any impact of your developing 2024-27
Delivery Plan. Should there be any material changes to your finance plan as a result
of feedback on the Delivery Plan we will review this.

We note the uncertainty in future years’ financial outlook and the Board will be
required to carry out further work to address the financial challenges presented in the
latter years of the 2024-27 financial plan.

Engagement expectations

We continue to expect NHS Boards to work locally and collaboratively to support the
monitoring of in-year and future year financial performance and to seek efficiencies
and cost reductions to drive financial balance. | therefore expect continued
engagement from your senior finance team at each of the key forums: Directors of
Finance meetings, Corporate Finance Group, Financial Improvement Network,
Technical Accounting Group and Financial Accounting Network. This will ensure the



appropriate level of understanding of pressures, assumptions to be applied within
financial plans, funding announcements, policy changes and approval and scrutiny of
business cases across NHS Scotland. In addition, we expect NHS Boards to
continue to use these groups to share learning, savings schemes, and national
improvements.

Financial Allocations

We recognise the importance of certainty and flexibility of funding to support you in
managing your Board’s financial position. The Scottish Government’s Health and
Social Care Directorates are reviewing all allocations to assess those which are
appropriate for either baselining or bundling into a bigger allocation. We remain
committed to putting out 80% of allocations in the first quarter - where necessary
these may be a percentage of the full allocation value.

We expect to see significant improvement against the draft plan and will monitor
progress through the monthly reporting and continued engagement with the Finance
Delivery Unit at the Scottish Government. As a Board in escalation (Level 3) for
financial reasons, | expect appropriate action to be taken to improve the position and
move towards de-escalation.

| appreciate that there is a significant financial challenge in 2024-25, above levels we
have seen before, and we will continue to work closely with Chief Executives and
colleagues across the whole system. | thank you again for your support to date and
your continued engagement moving into the new financial year.

Yours sincerely

L1 ol

—

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance
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T: 0131-244 3475
E: richard.mccallum@qov.scot

NHS Chief Executives
NHS Directors of Finance
I1JB Chief Officers

IJB Chief Finance Officers

via emalill

15th April, 2024

Dear all
2024-25 Funding Update

| am writing to provide detail of further funding for 2024-25 relating to cost pressures
including AfC reform measures, protection of waiting times capacity, and for national
service pressures including CAR-T, TAVI and Scottish National Advanced Heart
Failure Service. This funding has been agreed collectively by Ministers as a Scottish
Government priority to further support NHS system recovery.

Cost pressures including AfC reform

| am aware Boards are forecasting a range of cost pressures for 2024-25 including,
as previously discussed, reforms associated with 2023-24 AfC pay deal. As you will
be aware, there are three elements to the reforms agreed; a reduction in the working
week; a review of band 5-6 nursing roles; and protected learning time. A total of
£200 million will be distributed on an NRAC basis to Territorial Boards with the
purpose of reducing pressures and funding the AfC reforms. A breakdown of this
funding is shown in Annex A. This is non-recurring for 2024-25 while the scale and
implementation of the reforms are better understood and we will provide a further
update in due course about funding to support future years. Separate conversations
will take place with National Boards who will be impacted differently. This funding is
to cover all relevant staff including those where funding is delegated to Integration
Authorities.

| am aware there is uncertainty on the total cost of the changes, based on whether
staff take the 30 minute reduction or are recompensed for the time. There will also
be variation in band 5-6 nurse reviews based on team structures, capacity and roles.
NHS Boards must work within this envelope, including costs of implementation such
as HR support.
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Waiting times

There is an ongoing commitment to reduce waiting times and maintain and improve
planned care performance. We recognise this is challenging based on the financial
position and therefore we are allocating a further £50 million to Territorial Boards on
a recurring basis. This funding must be targeted at protecting planned care and
maintaining levels of planned care activity to at least 2023-24 levels. It must also
continue to ensure core capacity at the Golden Jubilee Hospital is utilised at 2023-24
levels over the full year. NHS Boards should now sign off their allocations with
GJNH and NTCs where they are outstanding within the next 7 days. Please see
Annex A for Board specific amounts.

Follow up meetings have now taken place with NHS Boards on the planned care
plans, and majority of plans have now been resubmitted as a result to reflect the £50
million investment. We expect remaining revised plans to be submitted without
delay.

NHS Boards must continue to focus on reducing long waits and embedding
productive opportunities and efficiencies into business as usual practice as part of
the core allocation, such as theatre scheduling, reducing length of stay, maximising
NECU, and implementation of recommendations from peer reviews. Data will be
considered and discussed at regular meetings with your teams. Based on the
difficult financial position it is vital we achieve the best value possible for available
resources.

Central Pressures

NHS Scotland Planning and Delivery Board has been working with NSD and NHS
Boards to address funding pressures relating to CAR-T, TAVI, the Scottish National
Advanced Heart Failure Service, as well as services. Additional funding for 2024-25
has been approved, along with a set of actions to ensure equity of access for
patients across Scotland.

Future funding beyond 2024-25 for these areas will be considered as part of the
prioritisation process currently being developed through the Planning and Delivery
Board. The funding will be made directly to NSD or, for TAVI, the NHS Board of
delivery based on the analysis. Further detail on this will follow from Paula Speirs,
Deputy Chief Operating Officer, including funding letters to provider Boards.

Yours faithfully

L1 ol
’_,.-*“

Richard McCallum
Director of Health and Social Care Finance, Digital and Governance




Annex A — Board breakdown of proposed funding

Territorial Boards

AfC reforms

Waiting times Total

NHS Ayrshire & Arran £14,576,340 £3,644,085 £18,220,425
NHS Borders £4,315,108 £1,078,777 £5,393,885
NHS Dumfries & Galloway £5,928,051 £1,482,013 £7,410,063
NHS Fife £13,751,411 £3,437,853 £17,189,263
NHS Forth Valley £10,915,886 £2,728,972 £13,644,858
NHS Grampian £19,489,924 £4,872,481 £24,362,405
NHS Greater Glasgow & Clyde £44,187,076 £11,046,769 £55,233,844
NHS Highland £13,194,261 £3,298,565 £16,492,826
NHS Lanarkshire £24,627,177 £6,156,794 £30,783,972
NHS Lothian £30,218,931 £7,554,733 £37,773,664
NHS Orkney £1,015,143 £253,786 £1,268,929
NHS Shetland £959,260 £239,815 £1,199,074
NHS Tayside £15,509,004 £3,877,251 £19,386,255
NHS Western Isles £1,312,430 £328,107 £1,640,537
Total £200,000,000 £50,000,000 £250,000,000
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