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Draft Medium Term Financial Framework 2022/23 - 2026/27

Introduction

Moray Integration Joint Board (MIJB) has been operating since April 2016 following
the introduction of new legislation - the Public Bodies (Joint Working) (Scotland) Act
2014. The legislation was developed with the aim of reshaping the health and care
system in Scotland to ensure sustainability of good quality services through a time of
change where demand continues to grow, our population is ageing and our budgets
are reducing. It changed the way in which health and social care services were
planned and delivered by introducing a single integrated system in creating Integration
Authorities. The MIJB is funded through allocations made by NHS Grampian and

Moray Council.

MIJB has set out its approach for transforming the health and care system over the
long term in its Strategic Plan 2019-29 and has defined its priorities for the next five
years through its Transformation Plan. The Strategic Plan becomes due for renewal

in October 2022. The Strategic Plan is underpinned by three Strategic Outcomes

BUILDING RESILIENCE - Taking greater responsibility for our health and wellbeing

HOMEFIRST — Being supported at home or in a homely setting as far as possible

PARTNERS IN CARE — Making choices and taking control over decisions

This Medium Term Financial Framework (MTFF) is designed to assist the MIJB from
a planning perspective based on the totality of its financial resource across health and
social care in meeting the needs of the people of Moray. It will support the delivery of
the Strategic Plan within the context of the significant financial challenge being faced
and the continuing pressure being driven by growing demand and complexity, higher

costs and increasing expectations.
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Context

There are 31 Integration Authorities established between 14 health boards and 32
councils across Scotland. 30 of the Integration Authorities are separate legal entities
and operate through a body corporate (Integration Joint Boards) and one area

operates a Lead Agency model.

Scottish Government has been clear in that health and social care integration remains
a key priority. From the outset of integration, the aim has been to shift the balance of

care from large hospital settings into community based care.

In May 2018, the Institute for Financial Studies and the Health Foundation reported
that UK spending on healthcare would require to increase in real terms by an average
of 3.3% per year over the next 15 years in order to maintain NHS provision at current
levels and that social care funding would require to increase by 3.9% per year to meet
the needs of a population living longer and an increasing number of younger adults

living with disabilities

There are numerous measures being used to monitor the local and national progress
of Integration. The Scottish Government’s Ministerial Strategic Group for Health and
Community Care have identified six priority areas against which progress against

integration is being measured:

¢ Acute Unplanned Bed Days

e Emergency Admissions

o A&E Attendances

¢ Delayed Discharge Bed Days

e End of Life Spent at Home or in the Community

e Percentage of 75+ Population in a Community or Institutional Setting
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Purpose

MIJB is focussed on improving the health and wellbeing of the people in Moray. It
seeks to reduce health inequalities and drive transformational change through
innovative approaches.

Medium term financial planning is an essential part of the strategic planning process
that supports the MIJB to develop plans which consider the financial climate and
broader economic impacts. A robust medium term financial framework will provide
transparency and support informed decision making.

Inherent within the MTFF is a significant degree of uncertainty. Scottish Government
funding settlements to our funding partners, Moray Council and NHS Grampian are
currently on a one year only basis and have a direct impact on the funding to the MIJB.
The MTFF sets out anticipated cost pressures and future funding projections based
on planning assumptions and advice from our funding partners. This is an evolving
model and it will be essential to refine and update at regular intervals. An in-depth
review of this framework will be required during 2022/23 as the new Strategic Plan is
developed.

Given the level of uncertainty and potential for variability, it is essential that the MIJB
plans for a range of potential outcomes, ensuring sufficient flexibility to manage in a
sustainable manner over the course of this plan.

The MTFF Framework seeks to support the understanding surrounding the broader
climate within which the MIJB will operate in over the medium term. There are wide-
ranging factors which encompass the complexity that impacts on the financial
pressures of the MIJB.

The main objectives of the MTFF are:

e Tolook to the longer term to help plan sustainable services, estimating the level
of resources required to operate these services and deliver on the MIJB’s
strategic ambition.

e To estimate the level of increasing demand on services and provide a single
document to communicate the financial context to all stakeholders and support
partnership working.

e The MTFF includes a five-year budget forecast that will be reviewed annually
to ensure our strategic priorities remain the focus in a challenging financial
climate. A full review will be required as the new Strategic Plan is developed
during 2022.
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Influencing Factors

Demographics

Moray’s population has grown significantly in the past 20 years from 87,160 in 1997
to an estimated 95,792 in 2021; an increase of 9.9%. However, the population growth
in Moray is slowing and it is projected that against the 2018 baseline, Moray will be
one of the 14 councils in Scotland who will have had a population decline by 2030.
Between 2018 and 2028 the age group +75 is projected to see the largest percentage
increase at 32.4%. The largest percentage decrease is projected to be in the 0 to 15
years age group. Given the most significant population growth is projected to occur
amongst older adults, this will have a significant impact on demand for our services
and creates a challenging environment in which to operate whilst transforming our
services and delivering on national and local priorities. The table below sets out
projected population growth based on a 2016 baseline.! There is a projected reduction
in children, limited change in the working age population, but significant growth in
adults of pensionable age, including a near doubling of those aged 75 and over by
2041. The graph below illustrates the % change expected across the main population

groups.
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All ages

® Children
(aged 0 to
15)

* Working age

Pensionable
age and
over

* Aged 75 and
over

Projected Population Change from 2016

L https://www.nrscotland.gov.uk/files//statistics/population-projections/sub-national-pp-
16/tables/pop-proj-principal-2016-all-tabs.xlsx

This MTFF will be updated as the Strategic Plan is refreshed; allowing our local
systems to develop plans within the overall, agreed financial position and alongside

service and workforce considerations.

During 2018/19, a Strategic Needs Assessment (SNA) was produced to inform and
support the production of the Strategic Plan for 2019 and beyond. The SNA was
developed through a short-life working group comprising of representatives from
Health and Social Care Moray, The Moray Council, the Moray Health and Wellbeing
Forum, NHS Information Services Division Scotland, and NHS Grampian. The SNA
focused on the collation and analysis of data from a range of sources to inform the
identification of priorities, and subsequent decision-making regarding service
provision, ensuring the views of wider stakeholders were captured through the Moray

Health and Wellbeing Forum.
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The SNA highlighted nine areas to be considered:

Health Inequalities - there are continuing inequalities in health status across
Moray, with an evident association between level of neighbourhood affluence and
morbidity and mortality.

Ageing Population - the population is predicted to continue ageing, with a growing
proportion represented by adults over the age of sixty-five, and growing numbers
of adults aged over eighty, with implications for increasing morbidity.

Chronic Disease & Multi-Morbidity - Significant demand for health and social
care services arise from chronic diseases and a growing proportion of the
population is experiencing more than one condition (“multi-morbidity”).

Mental Health - there is significant morbidity and mortality due to mental health
related issues.

Lifestyle - there is significant morbidity and mortality due to lifestyle exposures
such as smoking, alcohol and drug misuse

High Resource Individuals - a small number of individuals require the largest
proportion of spend.

Access - Moray is characterised as remote and rural, and there are significant
access challenges for some in the population to access health services.

Carers - care activity is highly demanding of informal carers, and there is evidence
of distress in the informal carer population.

Military and Veteran Population - Moray’'s military and veteran population
constitute a significant group, requiring both general health services and specific
services.

In response to the SNA, the MIJB Strategic Plan was developed and set the direction

and approach to prevention in addressing what is required in order to build resilience

in individuals and communities to be able to maximise their health and wellbeing

potential whilst ensuring services are available and fit for purpose when required.

Costs

There is a predicted rise in costs over the term of this framework of over £30 million.

The key elements are in relation to pay and price inflation and the increasing number

of complex care packages and the pressures on the Prescribing budget.
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Budget Pressures 2022/23 | 2023/24 | 2024/25 | 2025/26 | 2026/27
£000’s £000’s £000’s £000’s £000’s

Pay (inc NI Levy) 1,742 1,581 1,613 1,646 1,678
Contractual inc NCHC 3,180 1,681 1,731 1,783 1,837
Demographics - - 60 60 61
Learning Disability — High Cost 641 350 350 350 350
Transitioning Children 1,000 400 400 400 400
Prescribing 813 690 690 690 690
Other 12 - - - -

Recurring Deficit 2,330 400 400 - -

Total Budget Pressures 9,718 5,102 5,244 4,929 5,016

Assumptions embedded within Budget Pressures:

Pay — 2%, plus associated cost for the National Insurance Levy costs on the local
authority budget. Funding will be provided for health staff and the assumption is that
this will continue to be the case.

Contractual — 3% in each of the years. This includes the National Care Home

Contract negotiations.

Demographics — 3% beyond 2023/24 in relation to Older Peoples’ services. Demand
will require to be managed over the next two years.

High Cost Individuals — beyond 2022/23 we will need to consider different care
models in order to ensure we can manage the related budget pressure

Transitioning Children — we know 2022/23 is expected to increase costs significantly
as an outlying year. In the past Moray Council has provided budget at the level of £0.2
million which is not thought to be adequate going forward. For the 2022/23 financial
year, no financial support is being provided by Moray Council.

Funding

The two main sources of funding for the MIJB are provided by NHS Grampian and
Moray Council. In recent years, additional investment for health and social care has
been provided by the Scottish Government and this is passported through either the
local authority or the health board. Any future funding will be impacted by the
respective financial planning processes of both organisations and the funding
settlements they receive. The MTFF makes assumptions regarding future funding
contributions from both Partners based on information which is currently available.

Outlined below is the potential funding that will be provided over the term of this plan.
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Funding Forecast 2022/23 | 2023/24 | 2024/25 | 2025/26 | 2026/27
£000’s £000’s £000’s £000’s £000’s
NHS Grampian Recurring 81,970 83,287 84,617 85,974 87,344
NHS Grampian Uplift (1%) 1,317 1,330 1,357 1,370 1,384
Moray Council Recurring 47,601 47,601 48,748 49,914 51,098
Moray Council Uplift* - 1,147 1,165 1,184 1,203
Additional SG investment 11,785 11,755 12,108 12,471 12,845
Savings 110 500 500 500 500
Use of Reserves - 1,000 - - -
Transformational Redesign 1,000 3,000 2,000 2,000
Total Funding Estimated 142,783 | 147,620 | 151,495 | 153,413 | 156,374
*assumes budget protocol principles are reinstated
Summary Position 2022/23 | 2023/24 | 2024/25 | 2025/26 | 2026/27
£000’s £000’s £000’s £000’s £000’s
Estimated Budget 142,555 | 147,657 | 152,901 | 157,830 | 162,846
Requirement
Total Funding 142,783 | 147,620 | 151,495 | 153,413 | 156,374
Budget Surplus/(Deficit) 228 (37) | (1,406) | (4,417) | (6,472)

The summary position tabled above highlights that the MIJB will be required to

continue to closely observe the financial constraints within which it is operating. Future

funding assumes a low level of savings will be achieved each year, together with

transformational redesign that we know we need to make in order to provide affordable

sustainable services within the resources available.

It assumes that the existing

financial pressure will be addressed through the use of recurring investment provided

by Scottish Government with the aim of maximising capacity and ensuring system flow

as we transform the way we provide services across our whole system in an innovative

way. With this in mind and assuming this can be achieved over the short-term, there

still remains a deficit that will require to be addressed, again reinforcing the need to

review this framework on a regular basis, updating it with the most current information

available and creating a focus on the period ahead.

Page 9




Draft Medium Term Financial Framework 2022/23 - 2026/27

Risk and Sensitivity Analysis

The MTFF is a financial model based on the best available planning assumptions at
the time and accordingly, has related risks associated with it. The main risks
associated with this framework are:

e Impact of MIJB decisions on Partner bodies and Vice-versa

e Failure to identify a future budget pressure

¢ Under estimation of the cost pressures

¢ Under estimation of demand pressures

e Public expectation of delivered services

e Over /under estimated impact of local and national factors

e Failure to accurately forecast income sources

It is important that the MIJB is aware of these risks in determining its appetite to risk
as it considers its Strategic Plan. The MIJB recognises strategic risks through its Risk
Register. This is used to ensure that significant risks are identified and mitigating
actions are effective in reducing these risks to an acceptable level.

Sensitivity Analysis is used to test the major assumptions being made and what the
implications would be, should those assumptions change. The Financial Projections
outlined in this framework are based on what is determined to be a medium case
scenario for future funding. In addition to the funding element, there are risks aligned
to other assumptions made in the framework around future budget pressures for the
MIJB. It is important that the MIJB regularly reviews this framework, noting this is an
interim review and a full refresh will be required as the new Strategic Plan is developed

ready for publication later in 2022.
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Legislative & Policy Changes

Integration Authorities are operating within a complex and changing environment
where national issues are likely to have an impact on the services provided and how
we deliver them locally. This environment has changed significantly and will continue
to do so as a result of the Covid 19 pandemic and the ongoing effect of public health

and the economic impact.

Some of the recent legislative changes impacting on integration authorities are:

e Free Personal Care for the Under 65’s — the Scottish Government has committed
to the extension of Free Personal Care to those under the age of 65 who require it,
regardless of condition. This became effective from 1 April 2019. This represents a
significant change to how personal care is funded and is likely, over time to increase
demand for personal care across Scotland.

e Carers Act (Scotland) Act 2016 — This legislation came in to effect on 1 April 2018
and is designed to support the health and wellbeing of carers by supporting
sustainability. It places a duty on Local Authorities to provide support for carers, based
on the carer’ identified needs which meet local eligibility criteria.

e Scottish Living Wage - there is a continued commitment from Scottish
Government to support the payment of the Scottish Living Wage to improve people’s
lives and help build a fairer society. Scottish Government has continued to provide
funding to support this commitment. For the 2022/23 financial year, the uplift is set to
increase to a minimum of £10.50 per hour.

e Primary Care — The Scottish Government has recognised the increasing demand
and expectations being placed on our frontline services within primary care. In support
of this and to ensure the current GP contract can be fully implemented, the Scottish
Government has committed, through the Primary Care Transformation Fund additional
investment of £250 million across Scotland by the end of this Parliament.

o National Care Service — the recommendations arising from the Independent
Review of Adult Social Care which concluded in January 2021 are likely to have a
major impact on how Integration Authorities are governed and how services are
delivered. Confirmation and further detail are awaited and implementation is likely to
be in 2025.
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Demand

The Covid 19 pandemic is creating increased pressure and demand on our health and
social care system. The full extent of this impact remains unknown but we are acutely
aware of the current impact on the citizens of Moray in respect of the level of unmet
need we are experiencing in both assessment and delivery of care. We understand
that in order to address increasing demand it will require the whole health and social
care system to work together to redesign to create truly transformational services. The
landscape is constantly changing as we progress through the recovery stage. We
must ensure we have robust plans in order to maintain delivery of our strategic aims
whilst being mindful of the flexibility that will be required as we continue to understand
the broader impacts that we face as we recover and remobilise following the

pandemic.

Risk

We are experiencing challenging economic conditions. The effects of the global
economy in turn is impacting on the Moray population through taxation, inflation and
level of earnings. The broader impact is on the funding being made available to
support public spending. Scotland’s funding is largely dependent on funding being
received from the UK Government. The most recent ‘State of the Economy’ report
from Scotland’s Chief Economic Advisor was published in November 2021 and

highlighted the following:

e Scotland’s GDP continued to edge back towards its pre-pandemic level in
August 2021and was sitting at 1.3% below, having fallen below 20% at the
start of the pandemic;

e Labour market conditions had improved with the number of pay rolled
employees rising back above pre-pandemic levels showing no negative
impact following the end of the furlough scheme, however, it highlighted the
uncertainty in relation to labour shortages in some sectors.

e Cost of living increases were already being experienced and inflation was at
5.1% by November 2021.
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The MIJB is facing new risks which may impact on its budget over the next few

years:

Covid 19 — there have been major changes to the profile of services and
associated costs as a result of Covid 19. It is not yet known if these will be
recurring in nature;

Health Debt — we are acutely aware of what is being described as the health
debt, resulting from services which were paused during the pandemic and in
some instances have not fully resumed.

Covid 19 Funding — health and social care has seen a significant input of
funding since March 2020 to support services through the pandemic. This is
not expected to continue, although there is a growing reliance on this
additional support by providers and services.

National Care Service — this will have a major impact on services and how
they are delivered in the coming years, the full extent of which is still

uncertain.

It is important that the MIJB understands its appetite to risk to enable effective

management and mitigation of the inherent risks.
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