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Subject Procurement of LFD’s for January — March 2022 — Additional
emergency procurement

100 word On 09/12/2021 you agreed to opt into the UK Health Security

summary Agency procurement of 113m Lateral Flow Devices (LFD’s)

which provides 5.4m LFDs for Wales based on the population
share formula (MA/EM/431/21).

On 14/12/2021 you also agreed to opt in to the second
tranche of that procurement involving the balance of the 87
million tests, which was brought forward. This provided 4.2m
LFDs for Wales based on the population share formula
(MA/EM/4373/21)

Given the increasing concerns around the Omicron variant
and rapid roll out of policies involving lateral flow testing
UKHSA are making an urgent business case to the UKHSA
Investment Board for an emergency procurement for 150
million LFTs. Wales will be asked whether we wish to opt-in or
out of the additional emergency order. Our allocation of
devices based on the Barnett formula for extension would be
around 7.2 million LFD’s. If we opt-out we will receive a
financial consequential based on actual costs of procurement
incurred by UKHSA.

Timing Immediate — UKHSA have asked for a decision by close of
play on 15 December

Recommendation | The Minister for Health and Social Services is asked to agree:

To opt-in to the emergency procurement order for Jan-March
2022 due to increasing demand and uncertainty in relation to
Omicron.
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The Minister for Finance and Local Government is asked to
agree:

We forego the related consequential related to the emergency
procurement.

Decision report

This decision does require a Decision Report, which may be
published once the procurement has been signed off by HMT.

Key Risks

2. There is a risk from opting-out of the procurements that we

1. There is a risk if we opt-in to these procurements that we
will have more unsupervised LFD devices than we require
within our allocation for Wales. This would not represent
value for money.

do not have enough devices to service testing demand.
This could cause reputational damage and potentially lead
to positive cases going unidentified, increasing SARS-
COV-2 transmission rates. We have modelled potential
test use and think this risk is low based on current use and
expected demand.
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ADVICE

1. Background

1.1.0n 09/12/2021 Welsh Ministers agreed to opt into the first tranche of the UK
Health Security Agency procurement of 113m Lateral Flow Devices (LFD’s)
which provides 5.4m LFDs for Wales based on the population share formula
(MA/EM/431/21).

1.2.0n 14/12/2021 you also agreed to opt in to the second tranche of that
procurement, which was brought forward, for 87m. This provided 4.2m LFDs for
Wales based on the population share formula (MA/EM/4373/21).

1.3. Given the increasing concerns around the Omicron variant and rapid roll out of
policies involving lateral flow testing UKHSA are making a business case to the
UKHSA Investment Board on 16/12/2021 for an emergency procurement for a
further 150 million LFTs to boost the February to March stock. The emergency
procurement is being run before Christmas in order to ensure tests are available
early February.

1.4. UKHSA has asked whether Wales would like to opt-in to the emergency
procurement of 150 million tests. Based on the Barnett Allocation this would
provide Wales with an additional 7.2m LFD devices.

1.5. Last week (06/122/2021 — 12/12/2021) drawdown of LFDs increased to 1.3m, the
highest week since distribution began (excluding the initial push to schools in
February and March 2021). The previous 10 week average was under 800k tests
per week.

1.6. There has been a significant increase in the communications on LFT testing to
the public in the last week. This probably accounts for the increase in LFD
drawdown, 850k of the 1.3m was to the home and pharmacy channel. Previous
10 week average for the home and pharmacy channel was 450k.

1.7.Previous weeks averaged around from an average of Current LFD drawdown for
Wales is around 900k tests per week, up recently from around 600k probably due
to the introduction of the covid pass and increased public concerns around the
Omicron variant.

1.8.Policies under discussion are likely to result in almost all adults having to test in
order to socialise or work. Children aged 11-17 will also be asked to take three
tests instead of the current two when attending school. It is difficult to assess
take up although any tests required as part of a covid pass will need to show a
result. There are 2.8 million individuals in Wales aged 11 and over.

1.9. Drawdown of tests could therefore be as high as 5 million per week if all
individuals test twice weekly. We think this work case scenario is unlikely. We
expected between 2 to 3 million tests to be drawn down per week if policies
around the covid pass and daily contact testing are implemented

2. Options and analysis
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2.1. Our options available are to either opt-in or opt-out of the proposed second
increment of the procured tests.

2.2.The lateral flow test demand forecast had been revised in the context of
increased promotion of taking a test leading up to the Christmas period before
meeting with friends and going out. We also expect additional demand in Quarter
4 to support return to education and support workplaces including the proposed
daily testing of staff in care homes. We had in light of these changes and the
recent uptick in demand increased weekly usage forecast for self tests from 600k
to 900K. This revised forecast would potentially increase our requirements to the
end of March 2022 from 11.4million to 17.1million. There is still a level of
uncertainty and demand is difficult to predict.

2.3.Increasing concern over the Omicron variant in the last week has led to further
discussions on extending LFD policy, for example

¢  Daily contact testing using LFDs for all contacts of a positive cases. Full
take up of this policy for individuals aged 11 and over would require an
additional 2.5m tests per week.

e  Covid pass to be extended to vaccination and negative LFD. This could
require and additional 600k tests per week although numbers are difficult
to predict. We have currently included an allocation of 200k per week for
unvaccinated individuals.

® Any maijor change in policy that increases use of LFDs will impact the
forecast.

2.4.With the additional procurements agreed in the last two weeks Wales has 30.6
million LFT self tests. 21 million of those are already available; the additional 9.6
million will be available early February.

2.5.Based on a draw down of 2m tests per week our 30.6 million tests will allow us to
test for 15 weeks, to end March 2022. However should our drawdown increase to
3m per week, we would only be able {o test for 10 weeks at this rate, until mid
February.

2.6.Based on the analysis by TTP officials and the current uncertainties we would
recommend that we opt-in to the emergency procurement that would provide us
with an additional 7.2 million tests. This would allow us to distribute 3m tests per
week until the end of March.

2.7. There may be further opportunities to opt in to future procurements if England
decide to implement more policies using LFDs. We understand supplies in
England are running very low and they have asked DAs for a further load to 17
January.

3. Financial Implications

3.1. There are no direct financial implications for Wales as the procurement is
undertaken by UKHSA. However, opting in or out of a procurement will result in a
monetary adjustment to the in-year transfer we will receive from UKHSA.
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3.2. Opting-out of the procurement of additional LFD devices will provide a financial
consequential for Wales. It is challenging {o provide an exact consequential
figure due to fluctuation in actual procurement costs meaning actual expenditure
by UKHSA is highly variable.

3.3. Indicative actual costs for the previous DPS procurement provided by UKHSA
outline that each LFD costed £1.74 (inclusive of VAT) which was substantially
lower than the £2.75 per device they were expecting to pay.

3.4.Based on a cost of £1.75 per test this would provide an expected financial
consequential of £12.6million if we were opting out of the emergency
procurement. This figure is provided as a guide only and as noted in para 3.3
actual expenditure is highly variable.

3.5. The total value of opt-out procurements to date for Wales to an estimated
maximum of £70m (based on indicative figures provided through business case
papers rather than actual expenditure values). This is likely to be a lot lower in
reality, as many business cases have not fully progressed and actual spend has
been lower than expected. Final figures on these should be known shortly (early
Jan 2022).
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4. Key Risks

Opt-out

4.1.There is a risk that we would require more LFD devices than we have forecasted.
This was estimated to be a low risk given our substantial stock levels of LFD’s
and modelled estimates. However, there is a high level of uncertainty due to the
Omicron variant and if usage increases substantially or unexpectedly then our
forecasts will be inaccurate. This could lead to lack of availability of LFD’s for use
cases that we may wish to prioritise and support policy decisions we make in the
next few weeks.

4.2. Our substantial stock of assisted LFD stock helps mitigate this risk for health and
social care user cases and we could ask for a loan from other nations if needed.
However, given the pressure across all 4 nations it is unlikely that they will be
able to facilitate loans at this time.

Opt-in

4.3. Opting in to the procurement presents a risk that it is not value for money for
Wales if we procure more devices than we actually require. Given the current
circumstances around the Omicron variant and drive to use LFD tests to allow
help people to work and support social contact this risk looks lower than
previously estimated.

5. Legal issues, powers & statutory duties

5.1. Matters of Health and Public Health are devolved to the Welsh Ministers by virtue
of Schedule 7A to the Government of Wales Act 2006. The Welsh Ministers have
the duty under section 1 of the National Health Service (Wales) Act 2006 (“the
NHS (Wales) Act”) to establish a comprehensive and integrated health service
designed to secure the prevention, diagnosis and freatment of iliness (“the Welsh
Health Service”). The Welsh Ministers have the power under section 2 to provide
such services as they consider appropriate for the purpose of discharging any
duty imposed on them by the NHS (Wales) Act and to do anything calculated to
facilitate, or is conducive or incidental to, the discharge of such a duty. The
Welsh Ministers have the duty under section 3(1) of the NHS (Wales) Act to
provide throughout Wales, to such an extent as they consider necessary to meet
all reasonable requirements such services and facilities for the prevention of
illness or such other services or facilities as are required for the diagnosis and
treatment of illness.

5.2. The Welsh Ministers and the Secretary of State wish to ensure that testing to
determine whether someone is, or has been, infected with SARS-CoV-2 (the
virus that causes Coronavirus Disease 2019 (“COVID-19") is available across the
United Kingdom. To that end, the UKHSA has established a UK-wide National
Testing Programme.

5.3. As the provision of covid-19 testing services in relation to Wales are Welsh
Minister functions, the Welsh Ministers have entered into an agreement under
section 83 of the Government of Wales Act 2006 (“GOWA”") with the Secretary of
State for Health and Social Care (activing via the UKHSA) to secure the provision
of equipment, goods or services for covid-19 testing in Wales on the Welsh
Ministers’ behalf and on a wider four nation’s basis. The section 83 arrangements
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are supported by a Memorandum of Understanding (MoU) which was finalised
and agreed on the 29 April 2020.

5.4.Under the terms of the MoU Ministers from the devolved administrations will
receive a Barnett share of National Testing Programme ("NTP”) capacity in lieu
of the consequential funding they would otherwise receive from health spending
in England. Trade-offs between technologies could be considered where they
would be equitable and logistically feasible and, at the point of procurement, DAs
could, again, opt out of a certain technology (clause 1.7.3 of the MoU).

5.5.LFDs are procured by the UKHSA and are allocated, in accordance with Barnett
allocations, at the point of procurement, after which Devolved Administrations
can prioritise and determine their use (Clause 9.2.1)

5.8. Therefore, while the UKHSA enter into the contracts for the supply of the LFDs to
Wales on the Welsh Ministers (and other devolved administrations) behalf, once
allocated to Wales the LFDs are owned by Wales and Wales can priorities and
determine their use.

5.7.LS notes that the recommendation is to the opt-in to the emergency procurement
due to the current uncertainties on future demand and current pressures. LS
notes that this recommendation is based on an analysis of the options and
weighing of the potential risks and therefore appears to be a rational and
reasonable decision.

5.8. Of note the decision to opt-in will be within scope of the Auditor General's power
to conduct examinations into the economy, efficiency and effectiveness with
which the Welsh Ministers have used their resources (in accordance with section
135 of the Government of Wales Act 2006), although the Auditor General may
not question the merits of the policy objective of the Welsh Ministers.
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Annex 1: ASSURANCE AND COPY RECIPIENTS

CLEARANCE TRACKING

GH2021/8257

Cleared by relevant lawyers?

Cleared by Corporate Governance
Centre of Excellence?

DEPUTY DIRECTOR, STATEMENT OF ASSURANCE

In clearing this MA, | confirm that |, Sioned Rees have quality assured this advice,
ensuring it is provided on the basis of evidence, accurately presents the options and facts
and | am accountable for the recommendations made

| am satisfied that the recommended decision or action, if agreed, would be lawful,
affordable and comply with all relevant statutory obligations. Welsh Government policy
priorities and cross portfolio implications have been fully considered in line with delivery of
the government objectives.

| have fully considered the statement of assurance contained in the MA guidance to
ensure all relevant considerations have been taken into account and that the actions and
decisions take account of regularity, propriety and value for money.

COPY LIST

All mandatory copy recipients (as indicated in the guidance). Additional copy
recipients specifically interested in this advice:

Mandatory CC
BGB Inbox
Carla Giudice
Name Redacted
Chris Jones
COVID19 Contact Tracing
Fliss Bennee
| Name Redacted |
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HSS COVID-19 Testing Forum

HSS Finance
Jo-Anne Daniels
Mike Connolly

Name Redacted

Philip Bowen
Reg Kilpatrick
Rob Orford
Ruth Meadows

i Name Redacted !

Sarah Wakeling

| Name Redacted !

| Name Redacted |

Sioned Rees
Steve Elliot
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