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	Purpose of the Report
	This paper outlines the detail of the new contracting model for services provided by Velindre Cancer Centre (VCC) and requests approval to proceed with proposed funding allocation adjustments required to ensure a neutral financial impact to commissioners at point of contract rebase implementation.


	Key Issues



	Velindre University NHS Trust is seeking agreement from commissioners to introduce a new contracting model and contact currencies with effect from April 2024.  

The proposed changes will re-align contracts for VCC provided services, commissioned by Health Boards and by the former Welsh Health Specialised Services Committee (WHSSC), for cancer services and associated NICE approved high cost drug costs.

In order to ensure that the financial impact is neutral to commissioners at point of contract rebase implementation, a corresponding Welsh Government funding allocation adjustment is required.

The value of this adjustment for Swansea Bay University Health Board is £506,249 which will be subject to matched funding to have a net nil impact on the Health Board bottom line i.e. finance neutral.

This paper is a routine governance paper to ensure that the organisation is sighted on the allocation adjustment and impact upon the Health Board contracts with VCC and with WHSSC. The paper has been discussed and noted by Management Board and is before the Performance and Finance Committee for approval.


	Specific Action Required 
(please choose one only)
	Information
	Discussion
	Assurance
	Approval

	
	☐	☒	☐	☒
	Recommendations

	The Performance and Finance Committee is asked to: -
· NOTE that existing contracts with VCC and WHSSC will be amended accordingly in line with the reset baselines which will be cost neutral to the Health Board
· APPROVE agreement to proceed with Welsh Government funding allocation adjustments required to ensure a neutral financial impact to commissioners at point of contract rebase implementation.





CONTRACT REBASE DUE TO IMPLEMENTATION OF NEW CONTRACTING MODEL BETWEEN VELINDRE UNIVERSITY NHS TRUST (VCC) AND ITS COMMISSIONERS

1. INTRODUCTION
Velindre University NHS Trust hereafter Velindre Cancer Centre (VCC) is seeking agreement from commissioners to introduce a new contracting model with effect from April 2024 with a corresponding Welsh Government funding allocation adjustment to reset baseline funding and ensure a neutral financial impact to commissioners at point of contract rebase implementation.

The proposed changes will re-align contracts for VCC-provided services, commissioned by Health Boards and by WHSSC, for cancer services and associated NICE approved high cost drug costs. Contract currencies will be introduced that are more reflective of current models of care and will replace the current outdated currencies and baselines that have been in place since 2002/03.


2. BACKGROUND
Swansea Bay University Health Board has an LTA in place with VCC for the provision of cancer services for residents of Swansea and Neath Port Talbot.  The current LTA is of relatively low financial value and activity volumes with an annual quantum in 2023/24 of £335,535 (excluding NICE and high cost drugs) for 2023/24.  This equates to less than 1% of Health Board commissioned services from VCC across Wales.

The current contracting model for cancer services has been in place since 2002/03 and is acknowledged by all parties as not fit for purpose. It was therefore agreed by All Wales Directors of Finance in 2019/20 that work would take place to move to a new contracting model that would be reflective of the VCC models of care through an appropriate range of currencies and associated prices, marginal and stepped rates. 

In addition to ensuring cost neutrality to commissioners at the point of implementation, the following principles were set out and agreed by Directors of Finance in 2019/20 following recommendation by the Collective Commissioners Group:

· Clarity & Transparency. There is a clear line of sight to how the proposed currencies have been developed and new prices calculated, together with the impact on each Commissioner’s baseline financial commitment and ongoing activity related financial impact. 
· Equity. New currencies and marginal rates better reflect the resources consumed and costs are distributed to each currency according to the NHS Wales Costing Guidance and local information using the principles of time driven activity based costing where this provides a more accurate reflection of resources consumed.
· Stability. The transfer to new currencies and prices should be within a stable framework as far as possible; hence the need to neutralise the financial impact from the year of implementation to ensure the change to baseline contract values doesn’t destabilise Commissioners or Trust financial planning. 
· Flexibility. The prices and currencies can accommodate changes in cancer treatment and new treatments over time. 

The following practical considerations were also considered: -

1. The potential for perverse financial incentives should be avoided or reduced 
1. The need for the currencies to support and not obstruct the objectives of commissioners or the Trust to improve cancer services
1. The need for commissioners and the Trust to believe in the currencies, and subsequent prices, trusting that they broadly reflect the relative cost of delivering activity
1. The number of currencies should be minimised in order to ensure the system is workable in practice for both the Commissioners and the Trust, but sufficient in number to effectively reflect resources consumed
1. That where tensions between principles occurs, then this should be identified and decisions made on the principles to be followed justified


3. PROGRESS IN IMPLEMENTING THE CONTRACT
The new contracting model devised by VCC in conjunction with the Collective Commissioning LTA Group, is based on the total quantum of costs for the 2019/20 financial year, as funded through existing mechanisms, split using the 2019/20 activity. 

Dual activity reporting was shared for the 2019/20 financial year, against both existing and new contracting mechanisms, and continued up until March 2022. Since April 2022, activity reporting has been on new contracting model only due to the previous Canisc system being replaced as a Patient Administration System, removing the ability to report against the previous contract mechanisms. 

The new contracting model provided improved reporting of the activity & service changes through the Covid pandemic, and no unexpected or untoward aspects of the new contracting model were reported.

The rebase ensures that the overall financial funding to Velindre that each commissioner makes, is based on the share of Velindre activity for their patients, with each commissioner funding at the same rate per activity.

Principles of Mechanising the Contract

	Principle
	Outcome of Collective Commissioner Discussion 20.09.2023

	Contract rebase to be implemented for financial year 2024/25 
	Agreed as principle, subject to deliverability risks. 

	Contracted LTA at 19/20 baselines levels (replacing historic shares). Commissioner shares going forward to be stated on these shares. Contract overperformance to be incorporated into LTA 19/20 restated baseline.
	Agreed as principle, subject to Commissioner assessment of financial quantum over prior 3 financial years.

	NICE/High-Cost drugs rebase to be accounted for on the 2022/23 outturn, to reflect latest consumption on respective actuals.
	Agreed as principle, subject to Commissioner assessment of financial quantum over prior 3 financial years.

	WHSSC rebase reflective of re-classification of commissioned services. Re-basing will be mechanised via transfer of funding out of WHSSC back to the commissioning health boards for direct contracting with Velindre for now “out of scope” WHSSC services. LTA baselines will be agreed at 19/20 out-turn updated to reflect 22/23 Commissioner shares . 
	Agreed as principle, subject to WHSSC Management Group approval (confirmed January 2024 that WHSSC LTA rebase to occur on 22-23 outturn commissioner shares).

	Agree period of review for service costings, originally proposed at every 3-5 years, requirement for post COVID reassessment.
	Deferred to further discussions at Collective Commissioners in operating the LTA and contract model as part of IMTP.

	Proposed allocations to be agreed and transacted for financial year 24/25
	Implementation agreed to be transacted in financial year 24-25.




Milestones of Mechanising the Contract

As Directors of Finance Forum has previously reviewed and agreed the principles behind the contract rebasing, the targeted milestones for mechanising are as follows: -

1. Agree principles and financial impact of contract rebase with Collective Commissioners Group (target Oct-23) - COMPLETED

2. Agree for each LHB the appropriate internal governance route depending on materiality / impact of financial transaction (target Nov-23). Agree approach to take through WHSSC management group (target Nov-23) – GOVERNANCE ROUTES CONFIRMED, IMPLEMENT IN 2024/25 LTAs

3. Confirm back to Collective Commissioners Group when internal LHB sign off has been completed (target Dec-23) – DEFERRED TO 2024/25

4. Once confirmation received, Velindre to transact through commissioning arrangements and financial reporting (target Feb-24) – DEFERRED TO 2024/25

4. ANALYSIS OF CONTRACT REBASE
The following table outlines the proposed rebase allocation adjustment for Swansea Bay UHB, of £506,249, based on the principles outlined above, i.e. at stated activity baseline years on 23-24 LTA values.
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Restated Commissioner Shares

As part of rebasing the Commissioner shares at the 2019/20 out-turn position, these will restate and replace the historic Commissioner share applied to business cases. The proportions are based on residency of patients treated for the respective financial year. LTA restated Commissioner shares include the incorporation of over/under performance under the “old contract model”, i.e. up to baseline year 19/20, additionally, incorporating all agreed service support costs as commissioning based on historic allocation shares. 

The following table outlines the impact and supporting trend analysis:
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NICE/High Cost Drugs

Under the previous Long Term Agreement, the historic LTA shares were also used to charge NICE/High Cost drugs back to commissioners, due to the absence of any patient level reporting for NICE/high cost drugs. Alongside the development of reporting for the new contracting currencies, patient level NICE and High Cost drug reporting was developed to be able to report and charge commissioners based on share of drugs consumed by their patients.  The impact of rebasing NICE per 22/23 actuals with adjustment for 23/24 growth is as follows:
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WHSSC Agreements

The new contracting model kept all contracting in a single model, within individual items of clinical activity agreed as either mapped directly to the relevant LHB, or mapped to be funded via WHSSC, as agreed by DoFs in July 2019. This facilitates clear accountability, commissioning and funding relationships.
Historic WHSCC Commissioned Services included a mix of direct services and fixed percentages of general activity. From Autumn 2019, an initial rationalised WHSSC split was agreed, mapping brachytherapy and the most complex megavoltage external beam radiotherapy treatments to WHSSC. This was further refined in April 2023 to services which met the definition of specific WHSSC commissioning directly with Velindre. The follow table outlines the historic services commissioned via WHSSC and the newly rationalised scope of direct commissioned activity:

	Historic Agreements
	Rationalised Direct WHSSC Scope

	· Fixed percentage of LTA spend for each LHB
· Prostate Low Dose Rate Brachytherapy
· Gynaecological Image Guided Brachytherapy
· Stereotactic Ablative Body Radiotherapy
· Stereotactic Radiosurgery Repatriation
· Stereotactic Radiosurgery Cerebral Metastases
· Stereotactic Radiosurgery for Cerebral Arteriovenous Malformation
· Specific individual drugs, or proportions of drugs were contracted via WHSSC on a fixed percentage basis
	· All Brachytherapy
· Total Body Irradiation
· Stereotactic Ablative Body Radiotherapy
· Stereotactic Radiosurgery
· Paediatric Radiotherapy
· Whole Central Nervous System Radiotherapy




Future developments can be mapped to WHSSC or LHBs as agreed by commissioners.

In line with WHSSC governance processes, the proposed Velindre re-basing transfer of funding out of WHSSC back to the commissioning health boards will be taken to the WHSSC Management Group for information and approval under the 24/25 LTA agreements.

The impact upon WHSSC LTAs is as follows:
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5. GOVERNANCE AND RISK ISSUES
New contract method will provide: -

· Transparency, (cost and volume arrangement with WHSSC arrangements clearly separated, and monthly patient level information)
· Equity, (currencies reflecting case mix complexity and activity volume)
· Stability (move away from business case approach)
· Flexibility (to pursue different ways of working without financial disincentive)

Any significant service or finance risks or issues will be resolved via the Velindre Collective Commissioners Group and reported to the SBUHB Commissioning and Contracting Oversight Group. 


6. FINANCIAL IMPLICATIONS
The financial implications are cost neutral to the Health Board with an increase to Welsh Government funding allocations from 2024-25 of £506,249 and a corresponding increase in contract payments as follows:

· Increase to core contract with VCC for cancer services		£286,751
· Increase to contract with WHSSC for specialist services		£289,388
· Reduction in NICE/High cost drugs value in VCC contract		-£69,890


7. RECOMMENDATION
The Performance and Finance Committee is asked to: -
· NOTE that existing contracts with VCC and WHSSC will be amended accordingly in line with the reset baselines which will be cost neutral to the Health Board
· APPROVE agreement to proceed with Welsh Government funding allocation adjustments required to ensure a neutral financial impact to commissioners at point of contract rebase implementation.
· 

	Governance and Assurance

	Link to Enabling Objectives
(please choose)
	Supporting better health and wellbeing by actively promoting and empowering people to live well in resilient communities

	
	Partnerships for Improving Health and Wellbeing
	☒
	
	Co-Production and Health Literacy
	☒
	
	Digitally Enabled Health and Wellbeing
	☒
	
	Deliver better care through excellent health and care services achieving the outcomes that matter most to people 

	
	Best Value Outcomes and High Quality Care
	☒
	
	Partnerships for Care
	☒
	
	Excellent Staff
	☒
	
	Digitally Enabled Care
	☒
	
	Outstanding Research, Innovation, Education and Learning
	☒
	Health and Care Standards

	(please choose)
	Staying Healthy
	☒
	
	Safe Care
	☒
	
	Effective Care
	☒
	
	Dignified Care
	☒
	
	Timely Care
	☒
	
	Individual Care
	☒
	
	Staff and Resources
	☒
	Quality, Safety and Patient Experience

	Quality, safety and patient experience factors are considered as part of the management of the LTA and outcomes will be monitored during 2024-25. The Commissioning & Contracting Oversight Group is in place to review overall performance and this reports to Management Board.

	Financial Implications

	The financial implications of the LTAs and LTAs are set out in Section 6.

	Legal Implications (including equality and diversity assessment)

	Under Welsh Health Circular 2019/004 there is a requirement for all 2024-25 inter-Welsh NHS LTAs and SLAs to be approved by 30 June 2024 – any agreed amendments will be factored into this process. The LTAs are agreed within the all-Wales framework. 

	Staffing Implications

	none

	Long Term Implications (including the impact on the Wellbeing of Future Generations (Wales) Act 2015

	The LTAs are driven by the Health Board’s Clinical Services Strategy and supporting strategy and planning processes. The LTAs are reviewed annually so there are no longer term implications at this stage.

	Report History
	-

	Appendices
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LTA

Commissioner

 Paid to VCS   Paid To WHSSC 

 Total Current 

Payments 

 Paid to VCS 

 Paid To 

WHSSC 

 Total Current 

Payments 

 MOVEMENT 

(ALLOCATION 

ADJUSTMENT) 

Hywel Dda (7A2) 629,493 £                    192,714 £                    822,207 £                    662,290 £               229,646 £               891,936 £               69,728 £                      

Swansea Bay (7A3) 335,535 £                    75,299 £                       410,834 £                    622,286 £               364,687 £               986,973 £               576,139 £                    

Cardiff & Vale (7A4) 9,335,524 £                 3,661,574 £                 12,997,098 £              13,734,734 £         477,069 £               14,211,803 £         1,214,705 £                

Cwm Taf Morgannwg (7A5) 9,839,724 £                 3,550,540 £                 13,390,264 £              12,492,385 £         753,556 £               13,245,942 £         144,323 -£                    

Aneurin Bevan (7A6) 13,453,324 £              5,009,299 £                 18,462,623 £              16,230,545 £         776,241 £               17,006,786 £         1,455,837 -£                

Powys (7A7) 736,066 £                    273,118 £                    1,009,184 £                 706,739 £               42,033 £                 748,772 £               260,412 -£                    

WHSSC

Overall 34,329,666 £              12,762,546 £              47,092,212 £              44,448,979 £         2,643,233 £           47,092,212 £         0 -£                                 

NICE

Commissioner

 Paid to VCS   Paid To WHSSC 

 Total Current 

Payments 

 Paid to VCS 

 Paid To 

WHSSC 

 Total Current 

Payments 

 MOVEMENT 

(ALLOCATION 

ADJUSTMENT) 

Hywel Dda (7A2) 662,300 £                    114,605 -£                    547,695 £                    83,247 £                 - £                        83,247 £                 464,448 -£                    

Swansea Bay (7A3) 258,779 £                    1,706 £                         260,485 £                    190,595 £               - £                        190,595 £               69,890 -£                      

Cardiff & Vale (7A4) 12,583,691 £              5,065,129 £                 17,648,820 £              18,560,344 £         - £                        18,560,344 £         911,524 £                    

Cwm Taf Morgannwg (7A5) 12,202,101 £              4,487,897 £                 16,689,998 £              17,071,770 £         - £                        17,071,770 £         381,772 £                    

Aneurin Bevan (7A6) 17,215,401 £              4,139,399 £                 21,354,800 £              20,857,531 £         - £                        20,857,531 £         497,269 -£                    

Powys (7A7) 938,623 £                    244,136 £                    1,182,759 £                 921,070 £               - £                        921,070 £               261,689 -£                    

WHSSC

Overall 43,860,895 £              13,823,661 £              57,684,556 £              57,684,556 £         - £                        57,684,556 £         0 -£                                 

TOTAL

Commissioner

 Paid to VCS   Paid To WHSSC 

 Total Current 

Payments 

 Paid to VCS 

 Paid To 

WHSSC 

 Total Current 

Payments 

 MOVEMENT 

(ALLOCATION 

ADJUSTMENT) 

Hywel Dda (7A2) 1,291,793 £                 78,110 £                       1,369,903 £                 745,537 £               229,646 £               975,183 £               394,720 -£                    

Swansea Bay (7A3) 594,314 £                    77,005 £                       671,319 £                    812,880 £               364,687 £               1,177,568 £           506,249 £                    

Cardiff & Vale (7A4) 21,919,215 £              8,726,703 £                 30,645,918 £              32,295,078 £         477,069 £               32,772,147 £         2,126,229 £                

Cwm Taf Morgannwg (7A5) 22,041,825 £              8,038,437 £                 30,080,262 £              29,564,156 £         753,556 £               30,317,712 £         237,450 £                    

Aneurin Bevan (7A6) 30,668,725 £              9,148,698 £                 39,817,423 £              37,088,075 £         776,241 £               37,864,317 £         1,953,106 -£                

Powys (7A7) 1,674,689 £                 517,254 £                    2,191,943 £                 1,627,808 £           42,033 £                 1,669,842 £           522,102 -£                    

WHSSC

Overall 78,190,561 £              26,586,207 £              104,776,768 £            102,133,535 £       2,643,233 £           104,776,768 £       0 -£                                 

OLD CONTRACTING NICE/HIGH COST DRUGS NEW CONTRACTING NICE HIGH COST DRUGS

TOTAL CONTRACTING OLD MODEL TOTAL CONTRACTING NEW MODEL

OLD CONTRACTING LTA NEW CONTRACTING LTA
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Commissioner

"Old Contract 

Model" Base 

Contract Value 

per Commissioner 

as at 23-24 Values

"Old Contract 

Model" Over 

Performance Built 

into LTA as at 23-

24 Values

NICE/AWSMG 

Service 

Support Costs 

Built into LTA 

as at 23-24 

Values

"Old 

Contract 

Model" Total 

as at 23-24 

Values

Old 

Contract 

Shares

19/20 Out-

turn 

Activity 

Consumptio

n Share

"New Contract 

Model" Shares 

Total as at 23-24 

Values

Direct 

Contract 

Share LTA 

Movements

"New 

Contract 

Model" 

Shares of 

WHSSC 

Returned

"New 

Contract 

Model" - LTA 

Movement 

including 

WHSSC 

returned

Hywel Dda (7A2) 664,997 £                      41,668 -£                        6,164 £                     629,493 £           1.51% 1.49% 511,512 £                      117,981 -£          150,778 £            32,797 £               

Swansea Bay (7A3) 322,964 £                      9,975 £                           2,596 £                     335,535 £           0.64% 1.40% 480,615 £                      145,080 £          141,670 £            286,751 £             

Cardiff & Vale (7A4) 8,861,926 £                  328,826 £                      144,772 £                 9,335,524 £       28.69% 30.90% 10,607,867 £                1,272,343 £       3,126,868 £        4,399,210 £         

Cwm Taf Morgannwg (7A5) 9,219,585 £                  506,757 £                      113,382 £                 9,839,724 £       27.77% 28.11% 9,648,353 £                   191,371 -£          2,844,033 £        2,652,661 £         

Aneurin Bevan (7A6) 12,934,727 £                358,309 £                      160,288 £                 13,453,324 £     39.25% 36.52% 12,535,478 £                917,846 -£          3,695,067 £        2,777,221 £         

Powys (7A7) 744,721 £                      17,394 -£                        8,739 £                     736,066 £           2.14% 1.59% 545,842 £                      190,224 -£          160,897 £            29,327 -£               

WHSSC Returned  - £                  

32,748,920 £                1,144,805 £                  435,941 £                 34,329,666 £     100.00% 100.00% 34,329,666 £                0 -£                       10,119,313 £      10,119,313 £       
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Commissioner

Historic 

Share

Baseline 

19/20

Out-Turn 

20/21

Out-Turn 

21/22

Out-Turn 

22/23

Average 

of 4 Years

Movement 

from 

Historic

Movement 

from Baseline 

19/20

Swansea Bay 0.64% 1.40% 0.57% 0.55% 0.41% 0.73% 0.09% -0.67%

Aneurin Bevan 39.25% 36.52% 38.19% 37.69% 37.36% 37.44% -1.81% 0.92%

Cardiff & Vale 28.69% 30.90% 31.11% 30.86% 30.98% 30.96% 2.27% 0.06%

Cwm Taf Morgannwg 27.77% 28.11% 27.95% 28.80% 29.26% 28.53% 0.76% 0.42%

Hywel Dda 1.51% 1.49% 0.73% 0.48% 0.40% 0.78% -0.74% -0.72%

Powys 2.14% 1.59% 1.45% 1.62% 1.59% 1.56% -0.58% -0.03%

Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 0.00% 0.00%
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2023/24 LTA and Split WHSSC on 22-23 Out-turn

Commissioner

 23/24 LTA 

NICE/HC 

Planned 

 LTA Returned 

Shares in Respect 

of WHSSC Based 

on 22-23 Out-

turn 

LTA 22/23 

NICE/HC 

Actuals

 23/24 HB LTA 

Growth on 

Restated 22-23 

Actual 

Consumption 

Shares 

 23-24 Restated 

NICE/HC 

Planned 

 Allocation 

Adjustments 

Hywel Dda (7A2) 662,300                   114,605 -                        181,195                16,657                              83,247                      464,448 -            

Swansea Bay (7A3) 258,779                   1,706                              160,975                27,914                              190,595                    69,890 -              

Cardiff & Vale (7A4) 12,583,691             5,065,129                     10,966,539          2,528,676                        18,560,344              911,524             

Cwm Taf Morgannwg (7A5) 12,202,101             4,487,897                     10,251,384          2,332,490                        17,071,770              381,772             

Aneurin Bevan (7A6) 17,215,401             4,139,399                     13,816,393          2,901,739                        20,857,531              497,269 -            

Powys (7A7) 938,623                   244,136                         551,167                125,767                            921,070                    261,689 -            

WHSSC 13,823,661             13,823,661 -                  -                      

57,684,556             -                                  35,927,653          7,933,242                        57,684,556              0 -                         
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 Commissioner 

 WHSSC 

Payments 

Main LTA 

23/24 

 NICE/AWSMG 

Service Support 

Costs Built into 

LTA as at 23-24 

Values 

 "Old Contract 

Model" Over 

Performance 

Built into LTA 

as at 23-24 

Values 

 Total 

Respective 

Historic LTA 

Shares in 

Respect of 

WHSSC 

 WHSSC New 

Commissioning 

Based on 

22/23 Out-

Turn 

 Direct 

Contract 

Share 

Movement 

Hywel Dda (7A2) 183,970               1,735                          7,010                         192,714                  229,646                   36,932                 

Swansea Bay (7A3) 71,882                 678                              2,739                         75,299                     364,687                   289,388               

Cardiff & Vale (7A4) 3,495,430           32,960                        133,184                     3,661,574               477,069                   3,184,505 -          

Cwm Taf Morgannwg (7A5) 3,389,434           31,960                        129,146                     3,550,540               753,556                   2,796,984 -          

Aneurin Bevan (7A6) 4,782,002           45,092                        182,206                     5,009,299               776,241                   4,233,058 -          

Powys (7A7) 260,726               2,458                          9,934                         273,118                  42,033                     231,085 -              

12,183,444         114,883                      464,219                     12,762,546            2,643,233               10,119,313 -        
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