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	Purpose of the Report
	[bookmark: _Hlk180755551]The report advises the Digital Data Research & Innovation Committee of the Digital Services capital and revenue financial position to month 8 2024/25 (November 2024), the forecast position to the end of the financial year and highlights any associated risks.  


	Key Issues



	· The capital allocation is forecasting a breakeven position
· The revenue position is currently underspent and has achieved the required year end control total. 
· A 10 year financial plan has been developed along with the Digital Strategy which indicates that significant investment in digital is required
· Lack of available and consistent funding is a significant risk to service provision, particularly in respect of infrastructure replacement such as core network requirements


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

	
	☐	☐	☒	☐
	Recommendations

	Members are asked to:
· Receive the Directorate’s financial performance to Month 08 2024/25.
· Receive the actions to ensure delivery of the required financial position.
· Receive the actions being taken to mitigate the financial risks.





DIGITAL FINANCIAL MANAGEMENT

1. INTRODUCTION
The report advises the Digital Data Research & Innovation Committee of the Digital Services capital and revenue financial position to month 8 2024/25 (November 2024), the forecast position to the end of the financial year and highlights any associated risks.  

2. BACKGROUND
As reported to the last meeting, the Digital Services Directorate is responsible for the management of budgets for its own resources and for digital infrastructure, devices and solutions that are used across the organisation. This means it is responsible for the management of both capital and revenue budgets. 

There is a reliance on capital funding to cover the costs of the project management team. The funding available for Tech Refresh is a continuous challenge, with an over-reliance on year end slippage monies, making it difficult to plan. 

From a revenue perspective, the Directorate has an excellent record of delivering the required savings to meet their target.

Departments, such as Radiology and Pathology, manage budgets for systems that pertain to their service areas. The detail of the budgets held outside of Digital Services are out of scope for this paper.


3. GOVERNANCE AND RISK ISSUES
The positions on both capital and revenue are managed and monitored through monthly meetings with Finance colleagues and subsequently reported to the Digital Services Business Services Meeting, which is held bi-monthly. A summary is provided to the Digital Leadership Group, Management Board and to the Digital, Data, Research and Innovation Committee. 

There remains one Board level financial risk:
· HBR 1035/27 - Inability to deliver sustainable clinical services due to lack of Digital Transformation. There are insufficient resources to:  
· Invest in the delivery of the SBU Digital Strategy 
· Support the growth in utilisation of existing and new digital solutions  
· Replace existing technology infrastructure and the end of its useful life 

There has been no change to this risk and the Health Board Corporate Risk Register retains the existing risk score of 16.    

There is one Digital Services high-scoring (16) financial risk:
· Datix ID 3309 - Lack of capital delays tech refresh procurements and represents a risk of outages, slow access, loss in productivity and increased cyber-security vulnerabilities
Lack of discretionary capital means that a backlog of tech refresh is carried forward into future years. Whilst Welsh Government funding has been allocated to fund some priority items (detailed below), this remains a significant risk.


4. FINANCIAL IMPLICATIONS

4.1. CAPITAL FINANCIAL PLAN 2024/25
For 2024/25, the Digital Services Directorate submitted a capital financial plan with a funding requirement of £3,270,920 excluding the IT Tech refresh requirement which was dealt with separately. Details of this requirement were reported to the last meeting.

4.1.1. CAPITAL FUNDING ALLOCATED 2024/25
The initial funding allocated to the directorate was a total of £2,334,094, including £475,000 for Tech Refresh. In October, the replacement of the network cores for Morriston and Singleton were put forward as a priority requirement to Capital Finance for their capital slippage submission to WG. In December, it was confirmed that the bid had been successful and £1.971m of funding was allocated to the Health Board. The current total capital funding is broken down in the table below:
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The Tech Refresh funding allocated is significantly lower than was originally requested. The initial ‘ask’ was for £3.034m, covering network and telecoms (including the wireless upgrade for Neath Port Talbot Hospital), data centre and systems, cyber security and end user devices. This has been partially mitigated with the WG funding received. Plans for the remaining ‘red’ risks will be kept in a state of readiness for submission should further funding become available, however this becomes harder to manage as the financial year end approaches 

The Tech Refresh funding is adjusted through the year as specific new requirements are identified and agreed. To date, an additional £40,794 has been allocated. Conversely the funding re-provided for IMT 2023/24 has been reduced by £11,714 due to a backdated VAT recovery.  

The available funding identified to support the centralisation of Health Records has been handed back for allocation directly to that project.  

4.1.2. CURRENT & FORECAST POSITION 
At the start of the financial year, the level of funding allocated to individual projects is agreed, based on the staffing input and costs associated with each one. This is taken from the Project Team funding. 

The table below details the forecast spend position as at December 2024. This includes actual costs to month 8 (November) and the forecast for the remaining 4 months of the financial year. Overall this is showing an anticipated breakeven position against the capital funding provided. 
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The under-commitment against the funding for the Project Management Team remains and is due to staff being redirected to work on projects that cannot be classed as capital, such as hybrid mail. The available funding has been allocated to the Signal project, with a corresponding accrual for the anticipated increase in costs, resulting in a small overspend. However, the actual spend in this area has not increased as projected and a decision will be made in the next month as to whether a request will be made to reallocate the slippage to Tech Refresh.

4.2. REVENUE POSITION
Digital Services reported a year to date underspend position of £820,376 at month 8 (November). Plans to cover the full run rate reduction of £1,023,000 have been identified, although the decision from HMRC on the potential VAT recovery on the MS365 Enterprise agreement is still awaited. The value of this is £613,330 and 8/12ths of the impact has been absorbed within the overall position. 


The funding set aside to cover the anticipated cost of the Health Records Centralisation is being reviewed to ensure that plans are on track to spend this in 24/25, that there will be no cost pressure in 25/26 and to identify whether there will be any slippage which can contribute to the overall Health Board’s financial recovery plans. 

As at month 8, the required year end control total of £600k underspent has been exceeded. Given that the underspend is mainly driven by vacancies, this is likely to increase further prior to the end of the financial year with the vacancy freeze that is currently in place. Whilst this benefits the Health Board financial position, it will impact on the Directorate’s ability to provide ongoing support to the service.

4.3	FUNDING REQUIREMENT 2025/26	

4.3.1	CAPITAL
The anticipated level of capital funding required in order to maintain services over the next 3 years is detailed in the table below. This does not include any new services or implementations but purely the updating of existing technology.
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Whilst the WG allocation of £1.871m for the upgrading of the core networks has reduced the overall requirement for 2025/26, it can be seen that the remaining ‘ask’ is still significant. As reported previously, this risk is managed through; a risk stratification process to highlight an prioritise investments; a close working relationship with capital finance to include allocation within the annual capital plan; leveraging of the local and national capital slippage process; and communication with WG at a senior level of the requirements. In the remainder of 24/25 Digital will continue to work with Capital Finance to ensure any opportunities from capital slippage are seized to further offset the requirement in 2025/26.

4.3.2	REVENUE
There has been no requirement to submit a detailed revenue plan for the forthcoming financial year. The Directorate was asked to identify cost pressures of above £100k. As a result, the following areas have been highlighted to Finance. 
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Details of any potential cost increases relating to the DHCW SLA have not yet been shared. 

5. RECOMMENDATION
Members are asked to:
· Note the Directorate’s financial performance to Month 08 2024/25.
· Note the actions to ensure delivery of the required financial position
· Note the actions being taken to mitigate the financial risks

	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

	Financial Governance supports quality, safety and patient experience.


	Financial Implications

	The Directorate is anticipating a breakeven position on capital and forecasting at least the required underspend on revenue 


	Legal Implications (including equality and diversity assessment)

	No implications


	Staffing Implications

	No implications


	Long Term Implications (including the impact of the Well-being of Future Generations (Wales) Act 2015)

	No implications


	Report History
	Updates on the financial position will be provided at every meeting


	Appendices
	None
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Confirmed allocation 2024/25 £

Digital Project Team (SOP) 1,059,287

Infrastructure Project Managers 128,246

Tech Refresh 475,000

TOMs (Discretionary) 313,218

LIMS 2 (Discretionary) 222,314

Discretionary subtotal 2,198,065

HEPMA MH & LD 16,838

IMT 23-24 116,408

WNCR Paediatrics 2,783

Reprovided funding subtotal 136,029

Initial 24/25 allocation 2,334,094

Additional funding

Desktop/Laptop Devices 100,000

Core Network - Morriston 967,000

Core Network - Singleton 904,000

WG Funding 1,971,000

Adjustments to funding

IMT 24-25 40,794

IMT 23-24 -11,714 

HR Centralisation -385,000 

REVISED TOTAL

3,949,174
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Funding Category Project

Discretionary 

Allocation 

£000s

WG 

Allocation 

£000s

Total 

Allocation 

24/25     

£000s

Adjustments 

to allocation 

£000s

Revised 

24/25 

allocation 

£000s

Forecast 

Outturn 

£000s

Forecast 

Variance 

£000s

Digital Program Delivery CANISC 0 0 82 82 134 52

Electronic Test Requesting 0 0 42 42 43 1

Open Eyes 0 0 29 29 18 -11 

Signal 0 0 562 562 569 7

Welsh Clinical Portal 0 0 92 92 52 -41 

WICIS 0 0 24 24 6 -18 

WPRS - Hospital Initiated Referrals 0 0 29 29 37 8

HEPMA MH & LD 17 17 0 17 17 -0 

WNCR Paediatrics 3 3 0 3 3 0

TOMs  313 313 -262  51 51 0

LIMS 2 222 222 -123  100 100 0

Prior Year adjustments 0 0 0 0 1 1

Project Manager support 1,059 1,059 -1,034  26 26 0

Digital Program Delivery Total 1,614 0 1,614 -557  1,057 1,058 0

Technology Refresh IMT 24-25 603 603 213 816 816 -0 

IMT 23-24 116 116 -12  105 105 0

Technology Refresh Total 720 0 720 201 921 921 -0 

WG National Funding Desktop/Laptop Devices 0 100 100 0 100 100 0

Core Network - Morriston 0 967 967 0 967 967 0

Core Network - Singleton 0 904 904 0 904 904 0

WG National Funding Total 0 1,971 1,971 0 1,971 1,971 0

Grand Total 2,334 1,971 4,305 -356  3,949 3,949 0
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Description

2025/26   

£m

2026/27     

£m 2027/28     £m

Applications & Software 0.38

Cyber Security 0.09 0.31 0.37

Hosting/Infrastructure/Equipment 0.80 0.50 1.40

Network 1.91 1.91 2.51

Printing 0.05 0.05 0.05

Telephony & Videoconferencing 0.05 0.05 0.35

User Devices 3.23 2.74 2.77

Grand Total 6.12 5.55 7.82
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Description

Funding 

requirement      

£ 

MS365 Enterprise Agreement 479,970

CTM Loss of Income 473,956

CTM Loss of Income - SBU Budget release -153,578

CISCO Network mtce 107,448

BT price increase/removal of discount 93,928

Centralisation of Health Records 220,000

Health Records Band 2 underfunding 264,410

Connecting Care Interim Arrangementts 250,000

Inflation - software support & licence fees 242,950

DHCW SLA tbc

Total 1,979,085
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