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Dear Non-Executive Member and Chief Officer,

Financial Planning 2016/17 

Thank you for your attendance at the Board Away Day on Monday the 29th February 2016. Hopefully 
you found the session useful and informative in relation to addressing the previously reported £69m 
savings target. 

The purpose of this paper, for both Non-Execs and Chief Officers, is to; 

Outline key elements of the 2016/17 financial planning and budget setting process;
Summarise the key messages and actions from the Board Away day of the 29th February
2016; and
Outline the process going forward, including engagement with the Scottish Government and
submission of the Local Development Plan (LDP).

Budget Setting 2016/17 – The Wider Context. 

In order to ensure that we make financial decisions which align with our strategic direction we 
established a set of the principles which have previously been reported to the Board. These 
principles are underpinning a whole system approach to financial planning and addressing savings.  

The Board has not yet completed the service and financial planning process for 2016/17 to enable 
allocations to be formally set for the Integrated Joint Boards and Acute Division. This reflects the 
scale of the challenges and continuing discussions with the Scottish Government. 

However, all Chief Officers across the business need to understand and identify their priorities, 
opportunities and pressures for the year. It is particularly important for IJB Chief Officers to start 
setting Commissioning Strategic Plans against the parent bodies in mid March 2016 – in compliance 
with Scottish Government guidance.    

As such, an important part of the initial financial planning process has involved a detailed analysis 
exercise to apportion the Board’s uplift (1.7% / £33.7m) and cost pressures (£102.7m) across the 3 



key parts of the business (Table 1 below) based proportionately on base budgets, to provide 
indicative numbers and an initial assessment of the gap.  The £59.4 million allocated wholly to IJBs to 
fund Social Care has been excluded. It is for each individual IJB to separately negotiate their share of 
these monies. 

TABLE 1 – 2016/17 Indicative Allocation of Uplift and Cost Pressures Across the Board 

Corporate £m Acute £m Partnership £m Total £m 

Allocation of Uplift  4.6 16.2 12.9 33.7 

Cost Pressures 16.9 52.9 32.9 102.7 

2016/17 Gap 12.3 36.7 20.0 69.0 

The above numbers are indicative only at this stage and designed to underpin the whole system 
planning approach adopted by the Board and enable Chief Officers to begin planning for 2016/17. 
We have not yet finalised our assessment on the sources of the savings required in 2016/17 to 
achieve a balanced budget.  In addition, we are yet to finalise the position on the achievement of 
agreed 2015/16 savings and the resultant impact (if any) on the starting position in 2016/17.  

As explained further below, we continue to work to identify changes which make service and 
financial sense across the system to enable us to make financial allocations which reflect a fair 
allocation of our uplift and cost pressures, with savings which reflect viable cost reductions and are 
consistent with our approved Service Strategies. 

Setting opening (indicative) budgets for HSCPs in 2016/17 

There is a recognised approach established through Scottish Government Guidance and as adopted 
by other Scottish NHS Boards to deriving opening budgets for HSCPs in 2016/17. 

The process starts with the recurring base budgets currently available (closing budgets for 2015/16), 
uplifts the budgets with the estimated cost pressures specific to individual partnerships and then 
derives the funding gap by allocating the HSCPs share of the Board’s available uplift using a formula 
basis for allocating funds.  This approach allows funds to be allocated according to a formula such as 
pro rata to existing budgets/costs or NRAC.  For the purposes of this paper, the uplift has been 
proportionately allocated on base budgets.  

Table 2 below highlights the resulting funding gap for each HSCP when compared to the expected 
increases in their costs. Corporate FHS and Non-integrated services are shown separately.  This 
analysis shows that costs for HSCPs are forecast to increase by £32.91m over existing budgets in 
2016/17. However, as there is only income of £12.90m available to meet these cost pressures there 
is a funding gap of £20.8m across HSCPs. 



TABLE 2 - 2016/17 Indicative Allocation of Uplift and Cost Pressures Across each HSCP 

Glas 

£m 

East 
Dun 
£m 
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Ren 
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£m 
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£m 

West 
Dun 
 £m 

Corp 
and Int 
£m 

Total 

£m 

Allocation of 
Uplift (on base 
budgets) 

7.30 0.81 0.77 0.87 1.78 0.93 0.44 12.90 

Cost Pressures 18.06 2.03 1.77 2.23 4.26 2.4 2.16 32.91 

2016/17 Gap 10.76 1.22 1.00 1.36 2.48 1.48 1.72 20.08 

As outlined above, we continue to identify savings schemes and changes on a whole system which 
reflect viable cost reductions. This is currently being progressed by the Board Corporate 
Management Team and HSCP Chief Officers with regular reporting to the Board and dialogue with 
the Scottish Government – as outlined below. 

Board Away Day - Savings to Date 

The savings identified to date classed as “green and amber” rated, as presented at the Board Away 
Day, can be summarised as follows; 

TABLE 1- Savings Presented as “green and amber” rated 

Acute £m Corporate £m Partnership £m Total £m 

12.3 20.3 6.5* 39.1 

*Includes £1.5m in relation to Bundled Funding.

All Management Teams are progressing these “green and amber” rated schemes to ensure the full 
year effect is maximised.   

Also as discussed at the Board Seminar, in order to address the remaining gap, Management Teams 
have identified a further circa £5m “green and amber” rated schemes and also produced a range of 
schemes classed as “red” risk rated which amount to circa £10m. Each scheme is at different stages 
of progress and there will be further presentation and debate at the 5th April 2016 Board Away day. 
A list of schemes will be sent out in advance of the Board Away Day. Please contact the Director of 
Finance for further information on any scheme or access to a PID. 

Process through March and Board Away day 5th April 2016 

As outlined above, Management continue to work to identify further schemes to address the 
remaining gap. 



Dialogue continues with the Scottish Government, with the regular meetings planned through 
March. At present, the Scottish Government have informed NHS Boards that the submission of the 
Local Development Plan has now been delayed from the 4th March to the end of March to recognise 
the challenges facing NHS Boards in setting budgets. 

We intend to present at the Board away day of the 5th April 2016 further  actions to address the 
remaining gap in order we are able to set a budget for both the Board and the IJBs, and submit an 
LDP straight after the Board Away Day.  

Yours Sincerely 

Robert Calderwood       
NHSGGC Chief Executive 


