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Recommendation 
NHS Ayrshire and Arran is £3.8 million overspent for the period to 31 December 2015, 
which is behind target for the planned year end position of breakeven. The Board is asked 
to consider the report.  
 

 

Summary 
 
Scrutiny of all resource plans (revenue and capital) and the associated financial monitoring 
is considered by the Corporate Management Team, the Performance Governance 
Committee and the Board.  This report summarises the revenue position at 31 December 
2015. 
 
Key Messages: 

 The Board is behind target for the planned year end position of breakeven; options are  
being considered to remedy the position. 
 

 

Glossary of Terms  
A&E 
CAMHS 
CRES 
HSCP 
UHA 
UHC 
VEGF 
WTE 

Accident and Emergency 
Child and Adolescent Mental Health Services 
Cash Releasing Efficiency Savings 
Health and Social Care Partnership 
University Hospital Ayr 
University Hospital Crosshouse 
Vascular Endothelial Growth Factor 
Whole Time Equivalent 
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1. Background 
  
1.1 Scrutiny of all resource plans (revenue and capital) and the associated financial 

monitoring is considered by the Corporate Management Team, the Performance 
Governance Committee, and the Board.  This report summarises the revenue 
position at 31 December 2015. 
 

1.2 A paper to the 30 March 2015 Board meeting set out the plan to achieve a 
balanced recurring budget for 2015/16.  This was based on £28 million of cost 
pressures requiring the Board to deliver £13.3 million of efficiency savings. 
 

2. Revenue resource limit 
  
2.1 NHS Ayrshire and Arran is £3.8 million overspent for the period ended 31 

December 2015.  The overall position is shown in more detail at Appendix 1. 
 

2.2 Revenue allocations received up to 31 December 2015 amounted to £720.8 
million.  There are a further £45.1 million of anticipated allocations. 
 

2.3 Hospital, Community and Family Health Services (Appendix 1/Section 1), is 
overspent by £7.2 million.  Support Services (Appendix 1 / Section 2) excluding 
corporate projects, is underspent by £1.0 million and corporate reserves are 
underspent by £2.4 million. The position is explained in more detail in section 5. 
 

3. Proposal 
  
3.1 To note the financial position for the period ended 31 December 2015 and consider 

what action can be taken to abate the overspend. 
 

4. Engagement and consultation on development of the proposal 
  
4.1 All budget holders receive monthly financial statements and Corporate 

Management Team members review the monthly summary financial management 
reports. 
 

5. Resource implications and identified source of funding 
 

5.1 Acute Services 
 

5.1.1 The total annual budget for Acute Services is £272 million.  The directorate is 
reporting overspend of £6.5 million (Appendix 2) with the main overspend related 
to University Hospital Crosshouse (UHC).  The overspend in the quarter to 
December has averaged £0.9 million, whereas in the first six months of the year 
the average was around £0.6 million.  There have been some exceptional items of 
expenditure in the last quarter e.g. high cost of externals, use of agency nurses 
were high in October; increasing rate of overspend in medical with additional staff 
to meet safety requirements and high cost locum consultants. Despite efforts to 
minimise expenditure it is projected that the Acute Services overspend for 2015/16 
will exceeed £8.0 million. 
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5.1.2 The main elements of the current overspend are: 
  
 

  
April 15 May 15 June 15 July 15 Aug 15 

  
£000 £000 £000 £000 £000 

Medical 
 

 
147 299 284 334 196 

Nursing 
 

275 216 309 227 223 

Access 
 

0 0 0 235 204 

Drugs 
 

0 156 -50 -33 -135 

Other 
 

86 94 101 -194 -42 

  
508 765 644 569 446 

 

  
Sept 15 Oct 15 Nov 15 Dec 15 Total 

  
£000 £000 £000 £000 £000 

Medical 
 

 
277 -16 329 366 2,216 

Nursing 
 

186 347 189 -18 1,954 

Access 
 

163 545 62 25 1,234 

Drugs 
 

22 17 62 78 117 

Other 
 

-13 227 250 476 985 

  
635 1,120 892 927 6,506 

 

  
5.1.3 The medical staffing overspend generally arises with the use of locums (at a cost 

greater than funding) to cover absences of various types.  To recognise this 
£1million of non-recurring funding was identified in 2015/16 in addition to recurring 
medical salary budgets.  Looking at the main areas of over-commitments: 
 

 2014/15 
Overspend 

Non-recurring 
funding 15/16 

Overspend to  
31 December 15 

 £000 £000 £000 

Crosshouse Geriatricians 455 200 343 

Crosshouse Medicine 538 300 716 

Crosshouse A&E 187 150 180 

Obstetrics/ Gynaecology 90 0 144 

Crosshouse Orthopaedics 114 0 179 

Paediatrics 11 0 177 

Ophthalmology 4 0 126 

Neurology 188 0 172 

Ayr A&E 270 150 224 

Ayr Medicine 500 200 98 
 

  
5.1.4 Despite additional £0.6 million recurring medical salary funding and £1 million non-

recurring funding on 2015/16, the medical staffing overspend is significantly higher 
than at this time last year and reflects agency locum spend of around £0.5 million a 
month. 
 

5.1.5 The main issues are: 
 

 Consultant vacancies of around 30 wte covered, in part, by agency locums 
have resulted in an overspend of £882,000.  Some of the vacancies are long 
standing reflecting difficulties in recruitment.There are several very high cost 
geriatrician locums. 



 

4 of 11 

 Requirement to increase the number of staff on the medical rota to provide safe 
services (non consultant grade staff) 

 Increase in the number of vacancies in junior staff resulting in the use of 
locums, at a higher cost, to cover the rotas 

 Middle grade vacancies in A&E with a need to cover with Consultant resident 
on-call  

  
5.1.6 The nursing overspend is £2.0 million for the first nine months.  In addition to staff 

with permanent contracts the costs include bank staff, overtime, additional part 
time hours and agency staff.  The total hours worked, inclusive of overtime and 
hours worked above those contracted, equates to 2,467 WTE against a funded 
establishment of 2,482 WTE (which is 50 WTE higher than last month due to 
staffing an additional winter ward).  The gap between staff in post and 
establishment arises in the the funding for winter pressures where there have been 
delays in recruitment for the new ward;  this accounts for the in-month favourable  
variance. 
 

5.1.7 The underlying nursing issues are: 
 

 Occupancy levels are higher than the 85% ((95% and above for many wards) 
provided in establishments with additional staff required to provide safe levels 
of service 

 There are routinely six patients who require one-to-one care on a daily basis; 
this level of staff support is not reflected in funded establishments 

 Budgets are funded at slightly more than the pre-penultimate point in the pay 
scale; however overall staff are at higher points in the pay scale resulting in 
overspend  

 Sickness absence is high in some wards  
 

5.1.8 Access costs are £1.2 million overspent for the year to date.  This overspend 
arises as the Scottish Government funded £1.2 million for the first quarter, but will 
only give £0.4 million of additional funding for the remainder of the year.  In the 
meantime, additional waiting list initiative sessions have been worked to avoid 
increases to the waiting times.  The spend on waiting list initiatives (excluding 
radiology) averages around £0.25 million per month.  Following the agreement of 
the Board in October, expenditure on access will reduce for the remainder of the 
year, however the projected overspend, mainly arising from earlier in the year, is 
£1.5 million.  
 

5.1.9 Earlier in the year the Other Costs were broadly in balance with underspends on 
External services offsetting internal overspends.  However, in the last two months 
there have been a number of unexpected costs in Externals removing the 
underspend in this area.  In addition, the procurement saving which has removed 
budgets in respect of savings being achieved earlier in the year has had an 
adverse impact between November and December. 
 
Reviewing the sources of the overspend in Other Costs of £985,000 shows the 
following main causes: 
 

 General nursing supplies are in an overspend of £488,000.  It has been 
identified that the funding in Crosshouse is particularly low. There has been 
increased demand for bone anchored hearing aids and lymphoedoema 
products;  
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 Diagnostic supplies are overspent due to increased activity notable in 
Radiology but also in Laboratory. 

 
All of these areas of pressure have been identified as requiring additional funding 
for 2016/17 via the on-going budget setting process. 
 

5.1.10  The activity data (for 3 years) shows generally UHC having increasing activity but 
UHA shows lower activity this year than in the first nine months of last year; the 
exception is in out-patients where activity has been higher. 
 

      2013/14 2014/15 2015/16 

      
April to 

Dec 
April to 

Dec 
April to 

Dec 

Crosshouse Discharges   30,051 30,363 30,389 

  Day Surgery   10,244 10,760 10,765 

  Out-patients   171,194 172,664 175,091 

  A&E   54,480 56,363 55,456 

  Emergency Admissions   22,858 23,854 24,276 

            

Ayr Discharges   12,594 13,624 13,191 

  Day Surgery   12,551 12,974 10,521 

  Out-patients   97,901 115,800 120,259 

  A&E   30,497 30,938 30,018 

  Emergency Admissions   11,070 12,003 11,744 
 

  
5.2 Health and Social Care Partnerships (HSCPs) 
  
5.2.1 The total health budgets for the three HSCPs are £349 million; overspends are 

reported against each of these with the North overspend being the most significant 
at £0.6 million; however this is projected to reduce to £0.3 million by the year end. 
 

5.2.2 The HSCP budget includes the budget for Prescribing in Primary Care.  Following 
receipt of funding from the Scottish Government (the New Medicines Fund); local 
funding has been released on a non-recurring basis to cover the shortfall on 
Prescribing in Primary Care.  The  average cost of prescriptions in Primary Care has 
risen in recent months and it is expected that this will generate an overspend of £0.5 
m in 2015/16.  While the volume of items dispensed is not increasing as expected 
the average cost of prescriptions have risen e.g. higher cost of new anti-coagulants, 
drugs in short supply with the most recent drug in short supply estimated to cost an 
additional £0.2 million in the last four months of 2015/16. 
 

5.2.3 The overspend in North HSCP mainly arises from the ongoing overspend in adult 
inpatient acute mental health wards where staffing levels exceed funding levels.  
This is to the extent of 29 WTE staff.  Adult inpatient wards are reporting an 
overspend of £0.8 million.  The increased staffing is mainly related to higher 
numbers of one to one observations of patients however there are also very high 
sickness absence levels in these wards. 
 

Year Shifts for enhanced observations 

2013/14 3,631 

2014/15 6,648 

2015/16 projected 7,518 
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5.2.4 The chief executive has agreed for the mental health directorate to recruit 33 WTE 
nurses above establishment on a fixed term basis until three months after the move 
into Woodland View premises, at which time the nursing workforce tool will be re-run 
to reflect the improved accommodation.  This is reflected in “Managing a Balanced 
Health and Care System”. 
 

5.2.5 Elderly long stay wards in all partnerships have high sickness absence (averaging 
over 8% for year to date) resulting in the use of bank staff and an overspend. 
 

5.2.6 In South HSCP the main area of overspend is in the Allied Health Professionals 
budget.  The overspend has reduced following action to reduce costs.  The main 
sources of the overspend relate to: 
 

 withdrawal of income for Speech and Language Therapists who remain in 
post;  

 additional staffing to meet access to musculoskeletal services; 

 very high costs for surgical appliances with action being taken to reduce the 
level of over-commitment;and, 

 pressures with staff being on higher scale points than funded. 
 

5.2.7 Other Health and Social Care Partnership budget is now £0.3 million as budgets 
have been realigned for the management structures.  The remaining £0.3 million 
relates mainly to care packages for children; there is on-going dialogue on how 
these budgets will be managed.  
 

  
5.3 Other Clinical Services 

 
5.3.1 The total budget for Other Clinical services is £31.2 million, and is showing a small 

underspend of £0.05 million.  These budgets cover the Pharmacy staffing and 
associated supplies, expensive medicines, and central costs of prescribing in 
primary care.  The remaining budget for Unplanned Activity (excluding mental 
health) is also held here. 
 

5.3.2 The expenditure on hepatitis C is shown in balance as following application of part 
of the New Medicine Fund the budget should be adequate.  The original target, set 
nationally, of 80 patients has now been increased to 98.  Confidential national 
agreements have resulted in rebates to be provided to Boards. 
 

5.4 Clinical and Non-Clinical Support Services  
 

5.4.1 Support service departments have annual budgets totalling £103.7 million, with 
underspends amounting to £1.0 million at 31 December 2015. 
 

5.5 Corporate Resource and Reserves 
 

5.5.1 Corporate resource and reserves have a favourable variance of £2.0 million.  The 
£4.6 million budget shown in reserves at 31 December can be categorised into 
reserves which will be spent during the remainder of the year and reserves which 
will contribute to the mitigation of the overspend. 
 

5.5.2 There are plans in place to spend £191,000 of the reserves in 2015/16;  these relate 
to additional funds/ allocations provided earlier in the year. 
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5.5.3 Reserves to be applied to the overspend i.e. non-recurring solution: 

 

 £000 

Anticipated additional allocation from New Medicines Fund 400 

Anticipated allocation to support medical staffing pressures 1,000 

Backlog maintenance 550 

Slippage on revenue consequences of capital schemes 183 

SG funding for NACH double running costs 150 

Prescription for Excellence 105 

Furniture and equipment, energy etc. 209 

New Medicine Fund – Horizon scanning provision 500 

Slippage on CAMHS and VEGF 715 

Slippage on late allocations 105 

General Reserves 540 

 4,457 
 

  
6. Efficiency savings target 

 
6.1 Efficiency savings of £12.6 million were removed from budgets in April.  The 

remaining £0.4 million relates to procurement savings which will require to be 
removed from budgets as they are realised. The first contribution to this target is a 
saving on car insurance costs generating a saving of £0.1 million in 2015/16. A 
further benefit of £0.3 million from price reduction has been identified.  It is doubtful 
that £0.4 million of procurement savings will be achieved in full and if deducted from 
budgets may translate to an overspend on them. 
 

6.2 There are some delays in delivering certain efficiencies; these are being monitored 
and are reflected in the overspends as appropriate. 

 
7. 

 
Risk assessment and mitigation 
 

7.1 Essentially the results for the nine months show a continuation of the issues 
experienced in 2015/16 particularly on: 
 

 Acute overspend.  In 2014/15 the rate of overspend on medical salaries 
increased in the latter half of the year and has continued at an even higher 
level in the first nine months of 2015/16.  Medical staffing budget overspends 
in Acute are projected to be around £3 million overspent at the year end after 
taking account of £1 million non-recurring funding identified at the beginning 
of the year.  Projected medical agency spend in 2015/16 is £6.5 million and 
around £1 million of this is VAT which is not recoverable.  Arrangements to 
minimise this irrecoverable VAT in 2016/17 are being explored. 

 The Board winter plan has been prepared in an integrated manner and  
around £0.8 million of funding has been received from Scottish Government 
which will be used to open 30 extra beds at UHC.  There is a risk that winter 
pressures could be worse than planning expectations and also to date have 
only half of the expected allocation from Scottish Government has been 
received. 
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8. Impact assessment and consequential changes proposed to mitigate adverse 
impacts identified 
 

8.1 It is clear that the Acute hospitals overspend will be significant and therefore 
underspends on Corporate directorate budgets (which have given up CRES) will be 
required to offset this.  The scope to do this is limited therefore the scale of the 
Acute overspend has to be minimised. 
 

8.2 Action is required to be taken to bring those wards (both acute and mental health) 
with nurse staffing levels significantly above establishment into line with budget for 
the remainder of the year.  Tighter control also needs to be exercised around spend 
on medical agency locums due to their high cost nature. 
 

8.3 It is hoped that the projected overspend at the end of October could be addressed 
by  exercising very tight control on recruitment, reviewing uptake of any further 
allocations and minimise discretionary spend where possible. 
 

8.4 There is a need to consider further action to address the difficulties that have been 
experienced with: 
 

 very high costs in Acute services in the quarter to December; 

 realisation that prescribing rebates and patent savings will not be as great as 
assumed and that the cost of drugs has risen beyond the level previously 
assumed.; and 

 potential to meet procurement saving in full in 2015/16 is becoming unlikely. 
 
It is estimated that action to abate a further £2.0 million over-commitment (£1 million 
in acute and £1.0 million prescribing) will be required to acquire the non-recurring 
allocation from the Scottish Government and achieve an overall balanced position.  
The previous projection has acquired most of any slippage on additional funding 
and therefore options to identify a further £2.0 million of solutions is very 
challenging with consequences that will need full consideration.  There are a 
number of potential accounting entries which would be accepted as legitimate 
however which would have some direct consequences on the 2016/17 financial 
position. 
 

9. Conclusion 
 

9.1 NHS Ayrshire and Arran is £3.8 million overspent for the period to 31 December 
2015, which is behind target compared with the requirement for a  planned year-end 
position of break-even. Further actions to address this overspend needs to be 
identified as a matter of urgency. 
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Full Year Projected

Budget Annual Annual Annual Outturn

 2015/16 Budget Budget Expenditure Variance Budget Budget Expenditure Variance Budget Budget Expenditure Variance Variance

£000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s

Hospital, Community and Family Health Services (Section 1)

 

Acute 272,182 193,349 144,770 149,616 (4,846) 78,833 57,440 59,101 (1,661) 272,182 202,210 208,717 (6,507) (7,994)

East Health & Social Care Partnership 137,251 26,302 19,514 19,322 192 110,949 78,733 78,950 (217) 137,251 98,247 98,272 (25) (72)

North Health & Social Care Partnership 124,205 52,716 39,496 40,766 (1,270) 71,489 52,115 51,430 685 124,205 91,611 92,196 (585) (334)

South Health & Social Care Partnership 87,330 34,556 25,829 26,027 (198) 52,774 39,370 39,441 (71) 87,330 65,199 65,468 (269) (506)

Other Health & Social Care Partnership 349 586 436 403 33 (237) (177) (320) 143 349 259 83 176 251

Other Clinical Services 31,251 7,602 5,699 5,403 296 23,649 17,587 17,834 (247) 31,251 23,286 23,237 49 162

Total Hospital, Community and Family Health Services (Section 1) 652,568 315,111 235,744 241,537 (5,793) 337,457 245,068 246,436 (1,368) 652,568 480,812 487,973 (7,161) (8,493)

Clinical and Non-Clinical Support Services (Section 2)

Chief Executive's Office 1,908 1,747 1,312 1,048 264 161 126 214 (88) 1,908 1,438 1,262 176 340

Director of Public Health 5,474 4,814 3,519 3,200 319 660 480 412 68 5,474 3,999 3,612 387 425

  

Medical Director 969 3,482 2,620 2,467 153 (2,513) (2,159) (2,205) 46 969 461 262 199 304

  

Nursing Director 4,472 3,948 2,980 3,243 (263) 524 94 (182) 276 4,472 3,074 3,061 13 (24)

    

Director of Corporate Support Services 82,625 32,379 24,335 24,192 143 50,246 37,529 37,603 (74) 82,625 61,864 61,795 69 100

Finance 3,587 4,074 3,055 2,941 114 (487) (365) (315) (50) 3,587 2,690 2,626 64 112

ORG and HR Development 4,688 4,263 3,197 3,171 26 425 311 277 34 4,688 3,508 3,448 60 50

Total Clinical and Non-Clinical Support Services (Section 2) 103,723 54,707 41,018 40,262 756 49,016 36,016 35,804 212 103,723 77,034 76,066 968 1,307

Corporate Income/ Resource other than Revenue Resource Limit (RRL) 4,938 0 0 0 0 4,938 3,890 3,541 349 4,938 3,890 3,541 349 2,470

Corporate Reserves 4,649 0 0 0 0 4,649 2,002 0 2,002 4,649 2,002 0 2,002 4,716

Total Corporate Resource and Reserves 9,587 0 0 0 0 9,587 5,892 3,541 2,351 9,587 5,892 3,541 2,351 7,186

Board Totals 765,878 369,818 276,762 281,799 (5,037) 396,060 286,976 285,781 1,195 765,878 563,738 567,580 (3,842) 0

Year to Date Year to Date Year to Date

INCOME AND EXPENDITURE SUMMARY FOR HEALTH SERVICES IN AYRSHIRE AND ARRAN

FOR THE 9 MONTHS TO 31 DECEMBER 2015

SALARIES SUPPLIES

Appendix 1 
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Appendix 2 
 

 
 
 
 
 
 
 
 
 

Full Year

Budget Annual Annual Annual

 2015/16 Budget Budget Expenditure Variance Budget Budget Expenditure Variance Budget Budget Expenditure Variance

£000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s

Acute

 

Surgical - Ayr 38,521 30,016 22,607 23,057 (451) 8,506 6,388 6,772 (384) 38,521 28,995 29,830 (835)

Medical - Ayr 24,549 21,762 16,262 16,722 (460) 2,788 2,079 2,363 (285) 24,549 18,340 19,086 (745)

Surgical - Crosshouse 47,253 38,853 29,221 30,286 (1,065) 8,400 4,869 5,126 (257) 47,253 34,090 35,412 (1,322)

Medical - Crosshouse 52,682 41,598 30,974 33,487 (2,513) 11,085 8,331 8,682 (352) 52,682 39,305 42,170 (2,865)

Women & Children 30,095 27,207 20,406 20,742 (336) 2,888 2,082 2,122 (40) 30,095 22,488 22,864 (376)

Diagnostics 28,555 22,814 17,111 17,387 (276) 5,741 4,580 5,136 (556) 28,555 21,691 22,523 (832)

Acute Access 6,049 5,947 4,450 4,369 81 102 71 99 (29) 6,049 4,521 4,468 53

Other 44,476 5,153 3,740 3,565 175 39,323 29,040 28,799 241 44,476 32,780 32,365 416

Total Acute Services 272,182 193,349 144,770 149,616 (4,846) 78,833 57,440 59,101 (1,661) 272,182 202,210 208,717 (6,507)

Year to Date Year to Date Year to Date

INCOME AND EXPENDITURE SUMMARY FOR HEALTH SERVICES IN AYRSHIRE AND ARRAN

FOR THE 9 MONTHS TO 31ST DECEMBER 2015

SALARIES SUPPLIES
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Monitoring Form 
 

Policy/Strategy Implications 
 
 

Overspending areas in acute services could adversely 
impact the delivery of the strategic direction for the 
Board in moving investment towards community 
based. 
 

Workforce Implications 
 

Informs the forward workforce plan. 

Financial Implications 
 
 

Corrective action required for the Board to be operating 
in line with the statutory target to operate within the 
revenue and capital resource limits. 
 

Consultation (including 
Professional Committees) 
 
 

Directorates receive monthly financial reports. 
Financial reports are received at Corporate 
Management Team and Performance Governance 
Committee. 
 

Risk Assessment 
 
 

The risk tolerance agreed for investment is “medium” 
which includes “prepared to accept possibility of some 
limited financial loss, but value for money is still the 
primary concern. 
 

Best Value 
- Vision and leadership 

 
Confirms ongoing, effective use of resources and 
management in year of risks and issues in relation to 
achieving agreed financial performance targets. 

- Effective partnerships 

- Governance and 
accountability 

- Use of resources 

- Performance management 
 

Compliance with Corporate  
Objectives 
 

Delivery of efficient and effective services within 
budget and to develop a culture of continuous 
improvement. 
 

Single Outcome Agreement 
(SOA) 
 

Not applicable. 

Impact Assessment  
This report is a monitoring report therefore does not require an equality and diversity 
impact assessment (EDIA). 
 

 


