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Paper 3  
 

 
Ayrshire and Arran NHS Board 
 
Monday 26 June 2017  
 

Annual Accounts 2016/2017 
 
Author:  
Derek Lindsay, Director of Finance 

Sponsoring Director: 
Derek Lindsay, Director of Finance 
 

Date: 16 June 2017  
 

Recommendation 
 
The Board is asked to adopt the statutory annual accounts for 2016/2017. 
 

 

Summary 
 
The annual accounts have been audited by Deloitte LLP and considered at the Audit 
Committee on 16 June 2016 for onward submission to the Board. 
 
The Board achieved all financial targets in 2016/2017, and maintained adequate and 
effective governance, risk management and control processes during the year. 
 
Key Messages: 
 
The following statements within the accounts require to be signed and dated: 

 Performance Report 

 Accountablity Report 

 Balance Sheet 

 SFR 19.0 – Patients Private Funds 
 

 

Glossary of Terms  
 

NHS A&A  
SFR 
CNORIS 
SOCNE 
IJBs 
AME 

NHS Ayrshire & Arran 
Scottish Financial Return 
Clinical Negligence and Other Risk Indemnity Scheme 
Statement of Comprehensive Net Expenditure 
Integration Joint Boards 
Annually Managed Expenditure 
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1. Background 
 

1.1 The statutory annual accounts for 2016/2017 have been audited by Deloitte LLP.  
The accounts include key performance indicators within the performance report.  
These show that out of 22 indicators, seven are red, 12 are green and two are 
amber (with one having no data available). 
 

2. Statement of Consolidated Comprehensive Net Expenditure 
  
2.1 The consolidation of transactions with three Integration Joint Boards results in £434 

million of Board expenditure to the three Ayrshire Integration Joint Boards and £377 
million of income from the three Integration Joint Boards being shown as Hospital 
and Community expenditure and income within the SOCNE and the details are in 
notes 4 and 8 to the accounts (pages 61 and 63).  The difference between 
expenditure to and income from IJBs is mainly resource transfer and support 
finance, which was previously paid to Councils.  In 2014/2015, this amounted to 
£31 million, however with the addition of delayed discharge funding and the 
increase in the Integrated Care Fund in 2015/2016, this rose to £36 million.  In 
2016/2017, this difference between income and expenditure increased to £57 million 
because of the £19.33 million allocated to Boards earmarked for social care. 
 

2.2 In 2016/2017, for the first time Scottish Government included in the Health Board 
allocation an amount of £19.33 million for social care.  Health Boards were required 
by Scottish Government to pass on this £19.33 million in full to IJBs.  This funding is 
required to meet increased costs to IJBs for living wage, sleepover allowance and 
other legislative changes.  Scottish Government agreed with Councils that they 
could reduce their contributions to IJBs for a proportion of the social care funding 
received through Health Boards.  The Ayrshire Integration Joint Board accounts 
show the following changes in contributions from 2015/2016 to 2016/2017. 
 

IJB 

Increased 
Health 
Board 
Contribution 

Decreased 
Council 
Contribution 

  £000 £000 

North 10,466  (4,401) 

South 7,669  (1,670) 

East 8,331  (373) 
 

  
2.3 In 2016/2017, the general allocation uplift  for the Health Board was around  

£30 million however, two thirds of this (£19.33 million) was earmarked by Scottish 
Government for social care therefore only about £10 million of the uplift was 
available to meet recurring health cost pressures, which amounted to £48 million.  
The budget set by the Board for 2016/17 had a £13.2 million recurring deficit and in 
2016/2017, this was funded by non-recurring means.  Total hospital and community 
health service expenditure increased by £51 million, which was met by the funding 
uplift of £30 million; the funding gap of £13.2 million met non-recurringly and the 
unitary charge funding from Scottish Government for Woodland View at  
£4.24 million. 
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2.4 Note 7 to the accounts is “other Non-Clinical Services”  and part of that is 
“compensation payments – clinical”.  In 2015/2016, the expenditure was  
£4.45 million with the main component being the £3 million Clinical Negligence and 
other Risks Indemnity Scheme (CNORIS) contribution for the risk sharing pool, 
however a further £1.15 million related to the £25,000 excess on about forty-six 
“mesh” cases raised by gynaecology patients and this £1.15 million increase in 
provision was covered by Scottish Government “Annually Managed Expenditure” 
(AME) funding.  The expenditure in note 7 for “compensation payments clinical” in 
2016/2017 is £17 million (explanation below) which was covered by AME funding in 
2016/17 and this results in the net expenditure on the statement of consolidated net 
expenditure (SOCNE) showing expenditure about £59 million higher than last year. 
 

2.5 Across NHS Scotland there is a risk sharing pool for clinical and non-clinical claims 
called CNORIS.  This means that each Board meets a share of any settlements in 
the year (which nationally has been around £40-£50 million per annum in recent 
years) and the Board with the claim is liable for the first £25,000 as an “excess”.  
The accounts show in note 17 the estimated future liability for NHS Ayrshire and 
Arran claims (£50.75 million) and there is a corresponding debtor due from CNORIS 
in note 13 for £48.6 million.  Note 17 also shows a £36 million provision for 
participation in CNORIS, which is an increase of £14.1 million on the previous year 
provision and is the main element of the £17 million “compensation payments – 
clinical” in note 7.  In 2016/2017, the Board received annually managed expenditure 
funding of £14.11 million from Scottish Government for the increase in the provision 
for participation in CNORIS resulting from a change in the discount factor used to 
value the claims. 
 

2.6 The change in discount rate at a UK level not only affected the future liability for 
clinical negligence claims, but to a smaller extent impacted early retirement and 
injury benefit future liabilities.  Scottish Government provided annually managed 
expenditure funding of £0.7 million for the increase in these liabilities with the 
expenditure reflected in note 7.  An allocation of £3.3 million annually managed 
expenditure was also received related to moving some pre 2010 provisions to a “pay 
as you go” basis, to be consistent with post 2010 provisions. 
 

2.7 Staff costs rose by £19.5 million in 2016/2017 compared with the previous year.  
Almost £7 million of this relates to the increase in national insurance costs, however 
£3.5 million is an increase in agency staff costs and £9 million is related to an 
increase of about 140 whole time equivalent staff (mainly nurses) as well as pay 
inflation.  This increase in staff costs of £19.5 millions is the main element of the 
£21.8 million increase in “treatment in Board area” line in note 4 to the accounts, 
with other elements being drugs and supplies costs. 
 

2.8 In note 4 to the accounts (page 61), the payments to other NHS Scotland bodies 
rose by £3.3 million in 2016/2017.  As well as inflation uplift to service level 
agreements, there was a development of robotic surgery in the new Queen 
Elizabeth Hospital and optimal reperfusion of cardiac patients at Golden Jubilee 
National Hospital which were budgeted for, however there was also an unexpected 
increase in volume of cardiac procedures in NHS Lothian which led to a £0.8 million 
increase in spend with NHS Lothian. 
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2.9 Within note 4 to the accounts, private sector spend decreased by around £1 million 
with £0.4 million of the decrease related to Medinet provision for outpatient 
consultations, £0.2 million reduction in brain injury provision by private sector and 
£0.2 million related to reduction in contracts with nursing homes for long stay 
provision. 
 

2.10 
 

Non-recurring funding from Scottish Government varies from year to year.  Funding 
for New Medicines Fund is on a downward trajectory with NHS Ayrshire and Arran’s 
income reducing from £6.25 million in 2015/2016 to £3.85 million in 2016/2017 and 
expected to drop further in 2017/2018.  Between 2012/2013 and 2015/2016, drugs 
costs (primary and secondary) rose by an average of 6% per annum.  In 2016/2017, 
total drugs costs rose by £3 million (from £121.1 million to £124.1 million) which is a 
2.5% increase. 
 

2.11 These accounts consolidate endowment accounts, which in 2015/2016 showed 
expenditure of £4 million in note 7 to the accounts.  Endowment expenditure in 
2016/2017 amounted to £3.1 million; however note 7 shows a figure of £1.4 million 
because of a £1.7 million  intra group adjustment (payments from endowment funds 
to Board for capital projects).  Endowment income (including investment gains of 
£1.15 million) amount to £3.6 million, which are also abated by £1.7 million so that 
note 8 shows endowment income of £1.9 million. 
 

3. Balance sheet 
 

3.1 The balance sheet on page 41 shows minimal change in property, plant and 
equipment value at £396 million at 31 March 2017.  Note 11(a) on page 65 shows 
that £14 million of depreciation is matched by £15 million of additions with the 
completion of the new combined assessment unit at University Hospital Ayr.  Last 
year there was £46.5 million of value in assets under construction for the new 
community hospital (Woodland View) on the Ayrshire Central Hospital site.  This has 
now been transferred to buildings as it was handed over in April 2016. 
 

3.2 Payments due to primary care contractors for family health services and 
prescriptions, which are paid between one and two months in arrears, result in a 
£11 million creditor at the year-end.  Total creditors due within one year are shown 
in Note 16 (page 71) and amount to £54 million, which are part of normal 
operational processes.  Creditors due after more than one year amounting to  
£70 million are mainly related to Private Finance Initiative liabilities. 
 

3.3 Note 17 to the accounts shows provisions of £94.6 million.  This is an increase of 
£37.7 million from last year and is related to the change in discount rate.  A full 
explanation is given in paragraph 2.4  and 2.5 above.  The increased provision is 
covered by an increased CNORIS debtor (£22 million) and AME funding of  
£17 million. 
 

4. Signing of statements 
 

4.1 The Chief Executive is required to sign and date the Performance Report (pages 3 
to 16) and the Accountability Report (pages 17 to 34). 
 

4.2 The signatures of the Director of Finance and Chief Executive are required on the 
balance sheet on page 41 and SFR 19.0 (patients’ private funds). 
 



 

5 of 6 

5. Audit opinion 
 

5.1 Deloitte LLP (the Board’s external auditor) completed their audit of the annual 
accounts and their proposed audit opinion is attached. 

  
6. Conclusion 

 
6.1 The Board achieved all financial targets in 2016/2017. 
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Monitoring Form 
 

Policy/Strategy Implications 
 

Not required 

Workforce Implications 
 
 

Not required 

Financial Implications 
 
 

The financial outturn shown in the accounts is a 
breakeven position. 

Consultation (including 
Professional Committees) 
 

Audit Committee and NHS Board.   
The accounts have been audited by Deloitte LLP. 

Risk Assessment 
 
 

Risk of qualification of accounts if material 
disagreement on accounting treatment. 

Best Value 
 
- Vision and leadership 
- Effective partnerships 
- Governance and 

accountability 
- Use of resources 
- Performance management 

 

All best value themes are addressed throughout the 
Statutory Annual Accounts. 

Compliance with Corporate  
Objectives 

Deliver efficiency and effective services within budget 
and to develop a culture of continuous improvement. 

Single Outcome Agreement 
(SOA) 

Partnership working with local authority colleagues (the 
three Integration Joint Board accounts are 
consolidated into the attached accounts). 

Impact Assessment – Not required.   
 
The accounts are prepared under an accounts direction and on a going concern basis. 

 

 


