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Devolved Administrations'Testing MoU Finance Guidance

1. A AMemorandum of Understanding (MoU) relating to the testing for SARS-CoV-2 in
response to the COVID-19 pandemic was signed between the UK Secretary of State for
Health and each of the Health Ministers of the Devolved Administrations (DAs) on 29
April 2021. The MoUs allowed Department of Health and Social Care (DHSC) to
exercise DA functions? for the running of a UK-wide National Testing Programme (NTP).

2. The Testing MoU relates to the NTP, defined as the SARS-CoV-2 testing services
established for the United Kingdom by DHSC. The DAs will receive a population share of
NTP capacity in lieu of the consequential funding they would otherwise receive from
health spending in England. Nothing in this guidance is intended to supersede that MoU
in any way.

3. This guidance sets out the funding principles for the NTP. This guidance document has
been drafted [and agreed1 after a series of discussions between the DHSC's UK Health
Security Agency (UKHSA) with representatives of the three DAs.

General Guidance

4. The NTP is a collective, UK-wide programme. Recognising the shared endeavour,
DHSC will do its utmost to include DAs in decision-making in line with MoU, including the
provision of management information, Business Justification Templates (BJTs) for new
investments and operational monitoring. Opt-outs from elements of the NTP are covered
below at paragraphs 25, 29 and 30.

5. DA Ministers have operational control over the deployment of their allocation of testing
capabilities in their area of responsibility. This includes specifying the volume and types
of testing activities at individual sites, and the eligibility criteria and prioritisation for
citizens to access tests. The exception is the home delivery PCR channel, where the
allocation of daily capacity is set at the UK-wide level.

6. The MoU includes some high-level principles on costs and funding relating to the
National Testing Programme (NTP), which this guidance augments by providing more
detail on the governance and approval mechanisms in place to ensure there is an
equitable distribution and allocation of the NTP's resources in line with the population
share principle established in the MoU.

7. While the requirement to agree funding guidance on a UK-wide basis is derived from
signing of the MoU, this guidance extends further by covering costs across areas of
testing and the COVID-19 response not covered by the MoU. In exceptional
circumstances standard allocation and governance processes may not be appropriate. It
is accepted that in such circumstances, DHSC will work to ensure the needs of all four
nations continue to be met through appropriate consultation process with the appointed
designated DA representatives.

8. Itis accepted that the £15 billion DHSC Test & Trace budget for 2021/22 covers services
beyond testing and the scope of that MoU. This guidance also sets out arrangements for

1 The term 'Devolved Administrations' is used here and throughout the document, as this is the term used in
common Paragraph A of the MoU itself. The use of the term 'Devolved Administrations' makes no comment on
the UK constitutional settlement.
2 See e.g., paragraphs B, C, D of the DHSC - Scottish Government MoU. Specific legislative cover will vary by
DA.
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identifying where spend is for UK-wide services and where it relates to England-only
services. England-only spending result in population share consequentials for the DAs in
the normal way.

Defining Pillars 1 and 2

9. On 4" April 2020, the DHSC published "Mass-antibody testing to help determine if
people have immunity to coronavirus". This established four pillars of the DHSC public
sector testing programme, of which this guidance covers Pillar 1 and 2. These are:

e Pillar 41 comprises tests processed by NHS and UKHSA laboratories, primarily for
NHS staff and patients with a medical need; and

e Pillar 2 refers to what was subsequently agreed under the Testing MoUs as the
National Testing Programme (note that antibody testing (Pillar 3) is also included
under the Testing MoU).

Scope of this Guidance

10. This Guidance covers Pillars 1 and the National Testing Programme only. Subsequent
guidance will cover further detail regarding antibody testing, testing for surveillance
purposes along with Genomic Sequencing. These subsequent pieces of guidance will
use the principles set out in this document, and subject to DA agreement, will be
appended to this document.

DA Consequentials Overview

11. The Barnett formula is the way the UK Government allocates additional funding to DAs
for money spent in England only.* The Barnett principles with allocations based on DA
population shares' will be applied to Pillar 1 and 2 spend in order to calculate each DA's
funding which will be made by Budget Cover Transfer (BCT). The calculations vary from
the pure application of the Barnett Formula as they do not include the Barnett
Comparability coefficient.

12. The populations share percentages which determine 2021/22 transfers are:

e England: 84.09%

e Northern Ireland: 2.85%

e Scotiand: 8.28%

e Wales: 4.78%

13. The amount of additional funding to Cca DA generated by additional spending in England is
derived from the relative population shares. To work out how much a specific DA would
receive, take the DA's share of the UK population shown in paragraph 12, and divide it
by England's population share (0.8409), and multiply the result by the amount of
England-only spend.

3 See 'Statement of funding policy: Funding the Scottish Government, Welsh Goverment and Norther IrelandExecutive' HM Treasury, November 2020
4 We are excluding the Barnett comparability coefficient from this calculation.
Version 1.0, 03 Dec 21
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14. For example, the amount of additional funding for Northern Ireland where there is £10m
of additional England-only spend would be: Northern Ireland 2.85% / England 0.8409 x
£10,000,000 = 3.3892258% of £10,000,000 = £338,922.58.

15. This means for every additional £10m of spending in England, in 2021/22, the DAs will
receive additional respective population share consequentials of:

e Northern Ireland: £338,922.58

e Scotland: £984,659.29

e Wales: £568,438.58

Procurement and Approval Process
Meeting: Weekly IB

Attendees: IB Members
Meating: DD & FBP Review
Attendees: DD, Senior

FBPs

Meeting: Weekly QUAD
Altendees: DHSC, HMT,

Cabinet Office, DAs.

:

+ 18 Documentation < IB Secretariat * DD & Senior FBPs + QUAD is used as + IB papers and * Key decisions&
(BJTs) submitted to shares papers 2 Review papers. pre-IB meeting to Agendas sent out draft minutes from DAs submit their
IB Secretariat for working days in QUAD agenda is consider all BJTs. to IB Members shared with all. decision to the
review, one week in advance of QUAD. sent aut following + BJTs are discussed and/or their > BUT info shared IB Secretariatin
advance of the next + IB papers shared Review. and any actions nominated with DAs to allow writing.
weekly IB meeting with DD & FBP + BJT Owners taken away are to contacts. opt-out * 2-working-day

Review group and {including DAs) be addressed prior consideration. DA opt-out
QUAD attendees invited ta QUAD. to weekly IB » After IB meeting, 2- period* ends.
(including DAs). meeting. working-day DA

opt-out period*

opting-out,

begins.
*only for BJTs relating to new tech spend of £25m+

16. There has been an ongoing recognition across the testing programme of the importance
of developing processes, to support the timely involvement of DAs in the procurement
and BJT approvals processes. Accordingly, efforts to improve these processes have
been ongoing since April 2021. This has been an iterative process with enhancements
introduced incrementally. The process described below represents the process in place
at the time of this quidance being agreed.

17. The UKHSA Commercial Team recognises the importance of including possible DA
requirements at the earliest point in the procurement process. When the relevant UKHSA
team (normally the Commercial team) completes a BJT, they will ensure that the DA
section is completed in full.

18. The BJT sets out whether the spend is to apply on a UK-wide basis, applies to some
nations, or is England-only spend. If the procurement includes the DAs, then the BJT will
record if the DAs have the option to opt-out, and if the DAs wish to opt-out, then what
financial implications will be, i.e. receiving the appropriate population share
consequential.

19. The primary role of DAs in considering BJTs is not to challenge or scrutinise VFM and
contractual process, this is the role of others involved in the contracts development
process and others at Investment Board (IB) (for example commercial; procurement and
legal experts, and DHSC and UKHSA finance, and HM Treasury); rather the primary role
of DAs is to consider whether procurement aligns with policy intent in each DA in order to

Version 1.0, 03 Dec 21
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inform opt- out decision where relevant. In the wider interest of achieving VFM, DAs may
offer input on VFM at IB discussion should there be points they wish to raise.

20. DAs are given sight of these BJTs (usually Friday afternoon) in advance of the weekly
Finance Business Partner/Deputy Director meeting. This will include all the relevant
financial information, including commercially confidential information, and will provide
time for DAs to consider their respective approvals processes to arrive at a decision
whether to opt-out.

21.The DAs attend the weekly QUAD meeting (usually Tuesday) between DHSC, HMT,
Cabinet Office and DAs. The QUAD provides an opportunity for DAs to raise questions
on BJTs for new technologies of over £25m prior to the BUTs being presented to IB for
approval.® This will ensure that delays are minimised when business cases go through to
IB. However, it is acknowledged that there may be some circumstances where urgency
dictates a BUT going direct to IB. In this case, the DAs will be given reasonable time to
exercise their opt-out.

22. DAs attend the IB (usually Thursday) and have the opportunity to ask questions.
Following the IB meeting, if a BJT relates to new technology with a spend greater than
£25m, DAs have the opportunity to opt-out completely or advise that they wish to take a
share of the procurement. This share may be either above or below their population
share.

23. Where possible, DAs should exercise their opt-out in writing to the IB Secretariat ahead
of IB meeting, and no later in writing than two business days after it.° Alternatively, opt-
out notification may be given orally at the IB meeting. However delivered, opt-outs will be
recorded and acknowledged by the IB secretariat.

24. The NTP is supported by a series of contracts to provide warehousing, inbound logistics,
outbound logistics and kitting services (not exhaustive). These costs are incurred in
support of the services offered across the UK, and as such are considered part of the
UK-wide NTP. There is no option for DAs to opt out of such contracts. Instead, as
provided for in the MoUs, DAs receive a population share of NTP capacity. Where actual
testing volumes consumed differ in any given week from the population share capacity
allocation there will be no additional funding provided to or requested from the DAs.

25. From time to time, the Procurement team will need to execute an urgent requirement
which requires IB approval. This can be done, by exception, through a 'Red Flag' email
process. In this situation, the BJT papers are circulated by the IB Secretariat to the IB
members for their offline approval. The DA representatives are copied in on this offline
request and have the option to request the option to opt-out if they are eligible to do
this. The request to opt-out must be sent by email from the relevant DA to the IB
Secretariat within two working days.

26. DAs have worked with UKHSA to document this funding guidance, setting out an agreed
and transparent reconciliation process to underpin the amounts due to DAs, including an

5 The figure of £25m was agreed in the negotiation of the MoU and it will be revisited when the MoU is
revised. The £25m figure agreed as an appropriate threshold as given the emergency nature of the
pandemic response it was agreed that is was not reasonable to involve DAs in all procurement decisions. It
was therefore agreed in the MoU that DAs would be consulted on significant procurements which was
defined as a value of £25 million or above as this was the threshold for business cases considered by IB.
6 MoU paragraph 9.6.2 refers. Reflecting DHSC's desire to ease the DA's administrative burden, this
guidance extends the one business day allowed for in the MoU to two business days.

Version 1.0, 03 Dec 21
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understanding of the expenditure headings and expenditure that falls within each (ie UK-
wide, Tranche A and B).

27. The UKHSA internal reconciliation processes and the resultant final calculations of
amounts due to DAs are subject to the standard financial governance and controls,
practices and processes employed by central government and by the UKHSA Finance
teams undertaking the reconciliations. This includes scrutiny from the National Audit
Office, Internal Audit and HMT where relevant. On request by a DA, UKHSA will provide
written assurance, signed-off by an appropriately senior finance officer or the Accounting
Officer to confirm the accuracy and completeness of the NTP budget reconciliations, and
of the resultant calculated amounts due to each DA.

28. Placing reliance on the processes and controls set out in the preceding paragraph
above, DAs are not required to, nor is there any reasonable expectation for DAs to,
undertake any detailed level of scrutiny of the many supporting business cases and
related expenditure that comprise the NTP spend in order to verify the accuracy of the
final reconciliation figures and amounts provided due to DAs. Should a DA wish to
scrutinise a particular aspect of the reconciliation or any supporting BUT, UKHSA will
work on a best endeavours basis to provide the requested information.

DA Opt-outs
29. As per the MoU, DAs have the opportunity to opt-out of procurements for new

technologies over £25m. These are known in the MoU as a 'Significant Procurement'.

30. Where a DA opts out of a procurement, its decision to do so will be recorded by the IB
Secretariat and UKHSA finance will be informed. The act of opting-out means that the
relevant DA will not benefit from the procured service, but it will gain their population
share consequential of the initial contract and of any future contracts required to support
the programme that they have opted-out from.

31. For Significant Procurements, DAs may choose an alternative technology to deliver
equivalent testing capacity where logistically feasible, up to the value of the Significant
Procurement they are opting out of."

DA Policy Divergence

32. Where there are use case differences stemming from policy divergence, DAs are able to
wholly or partially opt-in to the BUTs that support these use cases at IB. In this case, the
£25m contract value and new technology requirements for opting out do not apply.
Where a DA does not partially or wholly opt-in to a BUT, they will receive population
share consequentials.

DA Opt-in following an Opt-out
33. If a DA subsequently decides to join a programme that it has opted-out of, UKHSA will

do its utmost to accommodate this change.

34. To ensure fairness with the other nations, in addition to the running costs of the
programme from the point at which a DA elects to re-join a programme, that DA will bear
the costs of scaling up the existing programme to include its needs, as well as a

7 MoU Paragraph 9.6

Version 1.0, 03 Dec 21
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population share consequential of the programme's non-recurring R&D element that they
would have borne if they had opted-in to the programme at the opt-out/opt-in point.

Decisions Pre-Dating DA Investment Board Attendance
35. Reflecting the evolving nature of the NTP and its governance, decisions taken at IB in

fiscal year 2020/2021 were deemed to be UK-wide, and therefore do not produce
population share consequentials®. This meant that DAs were not able to opt-out of the
projects and programmes listed in Annex A which used both new technology and were
above £25m which they would have been able to if they been agreed after 1 April 2021.

36. To address this, any contracts to renew or extend any of the projects or programmes
listed in Annex A, including those below £25m, will be subject to DA opt-out with
population share of funding replacing opting-out DAs' access to the service. It is
understood that this provision is forward looking and that paragraph [33] has no
retroactive effect.

DA Financial Reconciliation

37. DA Financial Reconciliation will be done through the regular forecast updates and
subsequent questions from that. The reconciliation will be as itemised as possible to
encapsulate all of the covered areas of expenditure.

38. Based on approved BJTs, and reflecting the best-available data, UKHSA will provide a
monthly forecast of the amount to be transferred to DAs in the Supplementary Estimate.
The Supplementary Estimate will be based on M07 estimate.® The forecast represents a
prediction of full year expenditure and should not be solely relied on by DAs for financial
planning purposes or to base spending decisions on.

39. Following the procurement process, led by UKHSA, permission to award contracts follow
strict governance rules whereby they are presented to the relevant UKHSA Approvals
Boards and/or CO/HMT/AO depending on contract values. The Approvals Boards are
shown in the chart below.

|

Above Delegation
Typical Cabinet Office and HM Treasury controts processes apply to any approval above UKHSA organization delegation Wmits, incl. novel, contentious

1 and repercussive. Any Spend above the limit requires axplicit UKHSA AO, DHSC and Ministerial approval following UKHSA Investment Board approval.

DHSC Cabinet Office HM Treasury

UKHSA ExCo

UKHSA Investment Goard (DA representatives attend) UKHSA External UKHSA Property
Income Board Summary of boardBoard

Purpose: . SCS2 chaired board (with DHSC Finance rprsentation) to review all high-value spand

é

| Below Delegation

boardmonitor and
deliver the Government's

ure) initiative

above £25m chaired chained outcomes
board to approve income
generating contracts and
proposals

to
UKHSA ProfessionaUKHSA Approval Board High Performance:

UKHSA SpendPurpose:. SCS1 chaired baard te review spend W within UKHSA
Cases >£10k

a

Business Leads
) The UKHSA Approvals Secretariat will act as the single point cf entry to achieve Business Case approvals and will triage and route all business cases to
the appropriate boards and delegation authorities (including above delegation), ensuring we have a centralised audit trail of investment decisions.

Categor es

8 The DAs attended the IB from the 4" of March 2021. The new financial year was agreed as an appropriate cut-
off and that any NTP spend before that date was considered UK-wide with no consideration of retrospective
reconciliation or of additional amounts due to DAs as a result of spend in financial year 2020/21.

9 For NI, the requirements of NI DoF to meet HMT Supplementary Estimates deadline means that NI will use the
M06 forecast figures.
Version 1.0, 03 Dec 21
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40. Representatives of all four administrations are able to challenge the process in
accordance with the interests of their Citizens.

Funding: UK-wide, Tranche A and Tranche B

41.The£15bn funding initially approved for NTP in 2021-22 comprises three elements:
Tranche A (non-UK wide and covers Community Testing, Trace, Contain and JBC
expenditure); Tranche B (non UK-wide and covers Community Application, Antibody,
Mass Test, LAMP, MPUs, Use Cases (ASC, Schools, Colleges) expenditure); and
Tranche B (UK-Wide).

42. Tranche A covers expenditure in England only"° (on areas such as Trace, Contain and
Pillar 1 labs). Tranche A of £2.1bn was recognised by HM Treasury as England-only and
this was converted into Barnett Consequentials for the DAs at the outset of the 2021/22
financial year planning. This was added to the Block Grant at the Main Estimate in
2021/22 with each DA provided with a consequential allocation. Final spend in Tranche
Ais now subject to ongoing financial reconciliation and adjustments to allocations
already made to DAs at the Main Estimate stage being calculated.

43. Tranche B (UK-wide) comprises £9.9bn of the £12.9bn in Tranche B primarily to support
the Pillar 2 programme. This is funded directly by UKHSA with, in line with the MoUs,
DAs availing of testing capacity up to their population share in lieu of Barnett.
Accordingly, there are no Barnett implications and therefore no reconciliation impact for
the purposes of this document in this relation to this element of spend.

44. Tranche B (non UK-wide) comprises £3.0bn of England-only spend and where
expenditure relates to England and at least one other DA (on areas such as the Covid-19
App or digital). The population share consequentials impact of Tranche B (non UK-wide)
was less clear at Main Estimates. Accordingly, it has been agreed that UKHSA will
provide BCTs based on the population share formulas applied by HMT. Final spend in
Tranche B (non UK-wide) is also now subject to ongoing financial reconciliation in order
to calculate amounts due to DAs.

45. For illustrative purposes the Month 6 2021/22 forecast figures for each of these areas of
these Tranches were as below:

Tranche A - £1.718bn

Tranche B Non-UK-Wide - £1.271bn

Tranche B UK-Wide - £11.938bn

10 For 2021/22, Tranche B includes some Tranche A elements for England only which were excluded from the
HMT calculations at the beginning of the financial year.

Version 1.0, 03 Dec 21
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Month 6 FY2021/22 Forecast Figures
15bn
14bn
13 bn

12 bn

11bn
10bn
9bn
8 bn

7bn
6 bn

Sbn
4bn
3 bn

2 bn

ibn
bn

Tranche B UK-Wide;
£11.938bn

MTranche BUK-Wide Tranche B Non-UK-Wide MTrancheA

De minimis (Overs and Unders)

46. The emergency circumstances in the early phases of the NTP means that precise
reconciliation is unattainable. UKHSA will operate on a 'best endeavours' basis, with all
four administrations accepting that this means that may result in minor discrepancies. As
a result, UKHSA finance will not apply cumulative corrections at year end of less than
£2.5m or 2.5% of a DA's total Tranche B (non UK-wide) allocation whichever is less, as
calculated at the close of Month 7."

Repurposing of Stock, Equipment and Assets

47. The MoU describes a process for a 'fair and equitable' division of excess stock and
equipment acquired and paid for by the NTP. Operationally, this means that the DAs
have a right to a population share of the market value of this excess stock and
equipment. This will be managed by the Repurposing Group and will be subject to
additional guidance to be composed and agreed.

Write Offs

48. In the course of delivering the NTP it is inevitable that there will be a need for
depreciation, write offs and impairments of assets and inventory. All actors are strongly
encouraged to repurpose these wherever possible. Where these assets or inventory
have been procured for the NTP, this will not result in population share consequentials,
whereas inventory and supplies which were procured for non-UK purposes, the relevant
authority will be responsible for these costs. In the event that this results in additional

11 As at 03/12/2021 the adjustment process has not yet been agreed with HMT.
Version 1.0, 03 Dec 21
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spend in England, this would resuit in population share consequentials for each of the
DAs.

49. Where NTP assets procured by UKHSA are impaired, depreciated or written off this will
be recorded and reported within the UKHSA annual accounts.

Transfer of Funds

50. Funding Transfers will be made by Budget Cover Transfer, at the Supplementary
Estimate, by DHSC on behalf of UKHSA to the Devolved Administrations. In practice,
this means that additional budget will be allocated to DA Treasury Departments and then
should be passed to the receiving Health Department.

Amending this guidance

51.This is a live document and any party may request a review of the guidance at any time.
As a minimum, it should be reviewed at least once every 12 months, and at the time of
the MoU review. No revision will apply uniess and until agreed by all parties.

Version 1.0, 03 Dec 21
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Pillar 1 Funding Guidance

Defining Pillar 41 Across the Nations

52. Pillar 1 costs are funded in their respective countries and not from the NTP. As funding
for NHS England and Improvement is provided from within the UK wide allocation,
budget transfers will be made to the DAs to reflect the allocation due as a result of this
England only spending. Where procurement is undertaken by UKHSA to support Pillar 1

activities in the DAs, these will be netted off the budget transfer calculation.

53. There are some differences by nation because of policy choices made by the DAs. The
main differences are listed below:

54. Pillar 1 testing is limited to staff and inpatients in a hospital environment.

Northern Ireland

55. In addition to England's Pillar 1, NI Pillar 1 testing includes staff and inpatients in care
homes where outbreaks need to be managed.

Scotland
56. In addition to England's Pillar 1, Scotland's Pillar 1 testing includes testing by NHS Hubs

in an adult social care setting, following moving this testing from the NTP labs network.
Sampling kits for adult social care are sourced by Scotland at its expense.

Wales
57. In addition to England's Pillar 1, Wales Pillar 1 testing includes some key worker testing

and testing to directly manage outbreaks including in care homes. This is referred to in
Wales as "testing in NHS Wales laboratories".

58. Where Pillar 1 capacity is used to cover for NTP shortfalls, or Pillar 1 is expanded by
local DA decisions, no further reimbursement will be made. The differences in what each
nation includes in Pillar 1 will not affect the Pillar 1 reconciliation because Pillar 1 funding
will be provided on the basis of the English Pillar 1 definition.

Outline Pillar a1 Financial Contribution Calculation

59. The calculation steps for the Pillar 1 programme that have been detailed in this report is
outlined below:

Pillar 1 Financial Contribution to DAs

60. The financial contribution to DAs would be based on the population share percentages
as set out by HMT, calculated from baseline England spending.

- Pillar 1 spending by NTP

Plus
- IT development costs (LIMS)
- Additional funding

Version 1.0, 03 Dec 21
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Excluding:

Provision of fixed assets that have been agreed to be procured on a UK-wide basis
Provision of supplies and consumables that have been agreed to be procured on a
UK-wide basis

Caiculation of additional Barnett consequential due to DAs

61. Pillar 1 costs are funded by the respective DAs and not from the NTP.

62. In addition, as funding for NHS England and Improvement is provided from within the
UK-wide allocation, BCTs will be made to the DAs to reflect an additional allocation due
as a result of this increase in England-only spending.

63. Non-exhaustively, additional England-only funding covers supplies (where not already
provided through UK-wide contracts); labour and reasonable consumable costs;
spending on additional capacity build in England; reasonable logistical and IT
infrastructure spend provided to NHS England trusts. This is line with the normal practice
of Barnett health funding across the UK.

64. Where procurement is undertaken by UKHSA to support Pillar 1 activities in the DAs that
are not funded in England, these will be netted off the BCT calculation. When additional
Pillar 1 capacity and supplies over and above that funded by the NTP is procured by a
DA to meet local policy choices, this is funded by the DA concerned.

How Pillar 1 is operationalised within Devolved Administrations (DAs)

65. The NHS (or equivalent) in each nation runs its own laboratories, with supplies provided
either by UKHSA through UK-wide contracts or through local supply chain contracts
funded and managed by the relevant DA.

66. Supplies for Pillar supplied under UKHSA contracts can include items that score as
capital items as well as other items that will be used inside 12 months and therefore will
not be capitalised in DA accounts.

Capital Equipment

67. Large items of testing equipment can be purchased for DAs by UKHSA in order to meet
their testing policy targets. Spending will be approved through the standard financial
approval process.

68. Where DAs determine that their needs require additional capital spend, the DAs can
invest directly using their own funds. Scotiand's investment in Regional Hubs provides
an example of this in practice. As population share consequentials apply for all local
decisions in England, additional English procurement automatically results in a
populations share consequential for each DA. Additional procurement by the DAs will
therefore be funded out of the totality of their funding and is not separately reimbursable.

Revenue Supplies
69. Revenue supplies provided under UKHSA contracts (for example, Point of Care kits such

as Roche and Abbott) can include items which are scored as capital items as well as

Version 1.0, 03 Dec 21
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other items that will be used inside 12 months and therefore will not be capitalised in DA
accounts.

70. Assets not consumed within a financial year are held as Capital Inventory. Revenue
charges are only recognised on consumption of the supply.

71. Open Platforms e.g. Thermofisher (reagents, pipette tips, liquids) are supplied on an "as
needed" basis. Therefore, it is critical for Commercial teams to obtain forecast
information from the DAs based on their specific testing policies.

DA entitlement for funding for labour and reasonable consumables costs

72. Commissioned NHS providers in England are reimbursed for reasonable labour and
supplies costs which they procure within guide cost parameters. UKHSA is taking steps
to introduce additional controls to incentivise Value for Money (VFM) decision making in
NHS England trusts, moving from an actual cost basis to a standardised cost per test
model.

73. These discussions are still ongoing with NHS England and NHS Improvement (NHSEI)
and will be finalised shortly, with the DAs being kept apprised by UKHSA. They will apply
from the second half of the 2021/22 financial year.

74. DAs are entitled to a population consequential share of UKHSA direct spending on Pillar
1, excluding supplies which are supplied by UKHSA on a UK wide basis. Were this to
change in future DAs would either take part in any replacement scheme on the current
basis of supply in exchange for foregoing population share consequentials or would
qualify for the population consequential of English spending.

Changes due to NHS England Efficiencies
75. DA population share revenue entitlement is therefore driven by the value of the claim

made by NHS England and UKHSA on behalf of NHS Trusts, and will reflect efficiencies
made in the English programme. UKHSA finance will provide monthly forecasts to the
DAs.

Additional Funding Entitement

76. The core principle underpinning the funding agreement is that all four nations get a
population share of UK national testing capacity. This guidance assumes that Pillar 1

testing will be distributed in approximately population share subject to the de minimis
rules set out above.

Funding Additional Capacity Funding
77. Additional Pillar 1 capacity falls into two categories. When additional capacity is built in

England, the DAs will receive a population share consequential of this spending, paid to
the DAs in the Supplementary Estimate.

78. When additional Pillar 1 capacity over and above that funded by the NTP is procured by
a DA to meet local policy choices, this is funded by the DA concerned.

Local decision making on supplies
79. Decisions taken locally by trusts and health boards within Scotland, Wales, Northern

ireland to procure additional supplies or equipment (outside UK-wide contracts) are to be
funded by the DAs When English NHS Trusts elect to procure additional capacity above
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and beyond that of the national programme, this will result in an additional population
share for each of the DAs.

Logistical Costs
80. Any reasonable logistical spend provided by NHS England trusts would be captured in

the budget transfer calculation and so the DA would effectively receive an allocation for
this. Decisions on logistics and costs are iocal issues and for DAs to manage.

IT infrastructure costs

81. Each of the DAs has its own IT infrastructure. In England this is funded through UKHSA
funding of NHSEI, and this spending directly results in population share consequentials
for the DAs. An example of how this works in practice is the NHS England Labs
information Management System (LIMS) improvements programme.

Version 1.0, 03 Dec 21
15

OFFICIAL - SENSITIVE

INQ0005038010015



OFFICIAL - SENSITIVE

National Testing Programme (Pillar 2) Funding Guidance

Defining the National Testing Programme (NTP)

82. The National Testing Programme operations across the UK. As per the Testing MoUs, it
covers:

e Physical test sites for people to attend for the purposes of providing samples";

e APCR home testing service';

e Organisation Led Testing e.g. care homes, prisons, etc';

e Laboratory services for the assaying of samples"*;

e Antibody testing";

e Lateral Flow Device (LFD) Testing.""

How the NTP is operationalised

83. UKHSA has contracted a network of labs across the UK and at least one in each nation,
commonly referred to as Lighthouse Laboratories. This includes funding for equipment,
supplies, staffing and overheads, which includes logistics, delivery channel costs and
swab kits.

84. Each lab primarily processes tests from its local area. A lab with spare capacity may
process samples from outside of its immediate area as required, to manage pressures
on the network as a whole.

85. In addition to the core network of laboratories, private labs are contracted by the NTP to
provide 'surge' capacity.

Scope of the Funding mechanism and financial updates

86. The MoU sets out the broad principle that to establish and support a UK-wide testing
programme, the DAs have foregone population share consequentials associated with
health spending in England in return for a population share of NTP capacity.

87. Devolved Administrations receive a share of the Services in accordance with the Barnett
allocations (as determined by the Barnett Formula popuiation shares). This is determined
daily, and on the basis of tests offered. In practice this means that if a DA did not use its
full population share on a given day, it would not be entitled to a population share
adjustment for the unused tests, because the capacity was in place, even it was not fully
utilized.

12 MoU Schedule 1
13 MoU Schedule 2
14 MoU Schedule 3
15 MoU Schedule 4
16 MoU Schedule 5
17 MoU Schedule 6
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88. The exceptions to this are:

e LFDs which are allocated, in accordance with Barnett allocations, at the point of
procurement, after which Devolved Administrations can prioritise and determine their
use; and

e Laboratory capacity, which is allocated on a weekly basis to enable planning."®

89. Where funding is being provided to 'England-only' initiatives, DAs receive the equivalent
population share consequential in the normal way.

90. Additionally, the MoUs also set out the condition under which one or more DAs may opt-
out of UK-wide procurements for new technologies of greater than £25m, and instead
receive population share consequentials.

A list of the BUTs which are subject to DAs opt-out is contained in Annex A]. This will be
updated quarterly.

NTP Costs
$1. This section provides, for indicative purposes and not including an exhaustive list, some

examples of the types of expenditure and contracts which support the NTP across the
UK. In line with the agreed Testing MoUs, costs which support the NTP are funded ona
UK-wide basis and do not generate population share consequentials. These include for
example, the following:

e Laboratory costs
e Sampling channel costs, including physical test sites

e IT infrastructure costs -

This includes:

i. IT Labs Information Management System (LIMS) system changes required by
DA's for NTP 'Lighthouse' labs will be included in the overall funding costs.'®

ii. Digital data platforms
iii. Digital platforms or booking and ordering tests, and reporting results

e Supply chain logistics (SC&L) costs
SC&L involves the complete end to end supply chain across the whole UK for
inbounding of component materials and all print and packaging via vendors, including
international procurement of LFDs, warehousing and storage of materials, kitting
(PCRs only), transport and fulfilment to end of use destinations for all PCR and LFD
test kits throughout the UK, and post-test Returns logistics (PCRs) back to Labs. It

also includes ancillary services to support, such as IT and people

18 The MoU speaks of daily allocation, but since it has been signed, practice has evolved to weekly allocation
to facilitate planning.
Changes to NTP 'Lighthouse' labs results system will incorporate funding requirements for the necessary
developments for the Welsh national LIMS system for the results to flow correctly.
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e Demobilisation costs
The cost of demobilisation of Labs will be included in the NTP lab network costs. This
includes but is not limited to:

a. Dilapidations
b. Stranded cosis including staff, lease, consumable and reagent contracts
c. Decommissioning of the lab, removal of equipment and stock including

logistics and warehouse costs where appropriate or applicable
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