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Author:  
Frances Forsyth 
Audit and Endowment Programme Lead 

Sponsoring Director: 
Derek Lindsay 
Director of Finance 

Date: 10 April 2017 

Recommendation 

The NHS Board is asked to receive the Performance Governance Committee Annual 
Report 2016/17. 

Summary 

Members of the PGC are appointed annually by the NHS Board. 

This PGC annual report provides a record of attendance at meetings and gives assurance 
that the committee has fulfilled its remit. 

Key Messages: 

The Committee monitored performance against the Local Delivery Plan, scrutinised 
financial performance and monitored the progress and achievement of the NHS Ayrshire & 
Arran Transformational Change Programme. 

Glossary of Terms 

NHS A&A 
LDP 
PGC 
PWC 

NHS Ayrshire and Arran 
Local Delivery Plan 
Performance Governance Committee 
PricewaterhouseCoopers 
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Monitoring Form 

Policy/Strategy Implications None 

Workforce Implications None 

Financial Implications None 

Consultation (including 
Professional Committees) 

Performance Governance Committee approved this 
report on 10 April 2017. 

Risk Assessment Not required 

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

accountability 
- Use of resources 
- Performance management 

This is a governance and accountability paper to assist 
the Board in its remit. 

Compliance with Corporate 
Objectives 

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

Single Outcome Agreement 
(SOA) 

Not applicable. 

Impact Assessment 

Not required – information and monitoring report. 
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NHS Ayrshire & Arran Performance Governance 
Committee  

Annual Report 2016/17 

1. Introduction

1.1 The Performance Governance Committee was established by the NHS Board in 
December 2012 with the first meeting taking place on 4 March 2013.  This is the 
fourth Annual Report of the PGC 

1.2 Members of the PGC are appointed annually by the NHS Board.  The NHS Board 
also requires input to the work of the PGC by Executive Directors. 

1.3 This PGC Annual Report provides a record of the work of the Committee and gives 
assurance that the committee has fulfilled its remit.  Membership in 2016/17 is 
detailed in section 3 below and attendance in section 4. 

2. Remit

2.1 The Committee’s Terms of Reference are detailed at Appendix 1 to this report. 

3. Membership

3.1 The Committee is composed of six Non-Executive Members. 

The membership of the Committee during 2016/17 is given below: 

 Mr Robert Martin, (Chair)

 Mr Stewart Donnelly

 Ms Claire Gilmore

 Cllr Hugh Hunter

 Mr Stephen McKenzie

 Mr Ian Welsh

Ex Officio members 

 Dr Martin Cheyne, Chairman

 Mr John Burns, Chief Executive

 Mr Derek Lindsay, Director of Finance

 Ms Kirstin Dickson, Head of Planning and Performance

Where relevant to the subject matter, other officers attended meetings of the 
Committee.  An open invitation is extended to Alan Hunter, Performance Director, 
Scottish Government and to the Board’s internal auditor. 
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4. Meeting

4.1 The Committee met on five occasions between 1 April 2016 and 31 March 2017.  
Dates are as follows: 

 6 June 2016

 26 September 2016

 14 November 2016

 19 December 2016

 6 March 2017

4.2 The NHS Board agreed in 2010 that attendance at Committee meetings should be 
recorded in the relevant Annual Report.  The attendance record of each member is 
shown below.  

6 June 26 Sept 14 Nov 19 Dec 6 Mar 

2016 2017 

Robert Martin (Chair)   x   

Stewart Donnelly      

Claire Gilmore  x    

Hugh Hunter      

Stephen McKenzie  x  
(Chair) 

 x 

Ian Welsh x     

Ex Officio 

Martin Cheyne x x x   

John Burns    x  

Kirstin Dickson      

Derek Lindsay      

5. Committee Activities

As outlined in the Code of Corporate Governance, the Performance Governance 
Committee is responsible for: 

 Supporting the development of performance management and accountability
across NHS Ayrshire and Arran

 Monitoring performance against the Local Delivery Plan

 Finance and Service Performance

 Investment Scrutiny

 Benefits Realisation

 Post project evaluation
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These responsibilities were carried out through the receipt and consideration of 
reports as follows: 

Meeting date Reports received 

6 June 2016 Agency Spend 
Budget Book for 2016/17 
Transformational change programme 
Five year financial plan accompanying the LDP 
Financial Management Report to 30 April 2016 

26 September 2016 Budget Refinements 
Prescribing Cost Increases 
2017 Rating Revaluation 
Three year financial plan 
Financial Management Report to 31 August 2016 
Property and Asset Management Strategy 

14 November 2016 Audit Scotland report – NHS in Scotland 2016 
CNORIS budget and annual report 
Financial Management Report to 30 September 2016 

19 December 2016 Audit Scotland report – Scotland’s New Financial 
Powers 
Scottish Draft Budget 2017/18  
Financial Management Report to 30 November 2016 

6 March 2017 Nursing Investment 
North Ayrshire Health and Social Care Partnership 
Use of non-recurring resources 
Departmental Expenditure Limit Funding 
Financial Management Report to 31 January 2016 

5.1 Finance and Service Performance 

5.1.1 Throughout the year the Committee monitored the Board’s financial position 
against the budget for which a deficit position of around £13 million was in the 
financial plan.  The Budget Book received by the Committee at its meeting on 
6 June noted that it had not been possible to set a balanced budget because the 
Board had been unable to identify cash releasing efficiency savings in excess of 
5%.  The Three Year Financial plan received by the Committee in September 
2016 provided details of major redesign programmes in unscheduled care and 
mental health services which formed a three year approach to addressing the 
deficit to achieve financial breakeven. 

5.1.2 The Committee particularly monitored the areas presenting the greatest financial 
challenge, including expenditure on agency staff on which it received a report on 
6 June 2016, detailing the significant increase in expenditure in 2015/16 compared 
to the previous year.  It was noted that this expenditure was a significant factor in 
the Acute Directorate medical budget overspend in 2016/16.  Plans to reduce 
expenditure in this area were presented and the same meeting received the 
budget book which showed consultant vacancy gaps and the expected spend in 
2016/17 to cover these with agency doctors. 
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5.1.3 At its meeting on 19 September, the Committee was asked to note budget 
refinements due to a change in prescribing practice which had reduced costs 
enabling the virement of £600,000 from the medicine budget to fund four additional 
consultant posts. 

5.2 Investment  Scrutiny 

5.2.1 Nursing Investment – the Chief Executive gave an update to the Committee on 6th 
March 2017 on the position regarding the £3.1 million of funding which had been 
allocated in the budget in June 2016 for investment in nursing.  It was noted that 
additional nursing staff had been recruited for oncology/haematology wards at 
Crosshouse and Ayr.  Following a review of Mental Health Services a shortfall of 
16 whole time equivalent staff had been identified and funding allocated.  Staffing 
requirements in maternity services were still under review.  Money had also been 
targeted at reducing expenditure on agency nurses.  Monitoring of the position and 
evaluation of the investment would continue. 

5.2.2 Winter Plan Evaluation – the challenges caused by high demand as well as the 
number of patients waiting for social care during the winter of 2015/16 were 
discussed at the June 2016 meeting.  There had been a requirement to keep open 
about 60 unfunded beds over the summer period which it was not anticipated 
could be closed before the winter period.   

5.2.4 The Property and Asset Management Strategy (PAMS) highlight report 2016 was 
received by the Committee at its meeting on 14 November.  It was noted that there 
had been a re-classification of the risk profile resulting in a reduction of high risk 
backlog maintenance, nevertheless the Board would need to conduct a full review 
of the Estate for future planning. 

5.3 Local Delivery Plan 

5.3.1 LDP Standards performance reports were presented to the Committee as a 
standing agenda item until November 2016.  In November 2016 the use of 
Covalent to record performance data was introduced to the Committee.  The new 
approach was endorsed by the Committee whose members will access 
performance data via this web based system moving forward. 

5.3.2 Scrutiny of the routine reports received by the Committee, including performance 
against the Local Delivery Plan standards as well as against a number of national 
standards including delivery of the Waiting Times targets.  Areas of poor or 
worsening performance were discussed in detail at the meetings of the Committee 
with key staff members from the areas in question.   The Committee was also 
keenly aware of the direction of travel against high risk areas of performance 
within the LDP Standards, particularly the following areas:  

 12 Weeks Treatment Time Guarantee

 18 Weeks Referral To Treatment – performance

 Faster Access to Psychological Therapies

 Clostridium Difficile Infection Rate

 MRSA/MSSA Bacterium Rate

 Sickness Absence

 Cash Efficiencies
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5.3.3 At its September meeting, the Committee received a copy of a letter from John 
Connaghan, NHS Scotland Chief Operating Officer in response to the Local 
Delivery Plan for 2016/17 submitted by the Board.  The letter detailed a number of 
target areas where the Government expected the Board to continue to focus 
funding in order to meet targets.  In response, the Board had prepared plans for 
delivering transformational change, details of these and progress to date were 
presented to the Committee on 26 September 2016. 

5.4 Transformational Change 

5.4.1 At the meeting on 26 September the Committee received a report on the way 
Transformational Change would be delivered in NHS Ayrshire & Arran in order to 
resolve the challenges in the delivery of health and social care within budget.  The 
Committee also noted the request for tailored support which had been submitted 
to the Scottish Government as well as other sources of external support, including 
the allocation of some days from the internal audit programme in order to obtain 
specialised input from the Internal Auditor.   

5.4.2 A report by PricewaterhouseCoopers on Transformational Change – Governance 
structures and controls was received by the Committee on 19 December, having 
considered the remit for the review at the meeting on 14 November.  Board 
management had responded to action points within the report, including 
timeframes. 

5.4.3 The Committee agreed the governance arrangements to take forward and deliver 
the NHS Ayrshire & Arran Transformational Change Programme.  To ensure 
robust governance for the programme, it was agreed that it would be scrutinised 
through the Performance Governance Committee.  A change to the terms of 
reference for the Committee was agreed accordingly at the meeting on 
26 September. 

5.4.4 The minutes of all meetings of the Transformational Change Leadership group 
were received by the Committee from the September meeting onwards.  The Chief 
Executive highlighted key discussions which had taken place at each meeting. 

5.4.5 A report on the Board’s position in relation to progress with those areas highlighted 
by the Scottish Government which may bring efficiencies by moving performance 
to the median or upper quartile performance of other Scottish Boards was 
presented to the Committee on 2 March.  The Committee will continue to monitor 
progress on these Best Value Initiatives.  

5.5 Post Project evaluation: 

5.5.1 The June Committee received an update on actions to respond to an internal audit 
report on e-health programme controls. 

5.5.2 The June Committee received reports on the 15/16 Outturn of Prevention bundle, 
Maternal and Infant Nutrition and Oral Health funding and noted the variance 
between the outturn and the spending plans for the ring fenced budgets.  It was 
noted that the provisional budgets for 2016/17 had been reduced by 7.5%, 
which would pose challenges for Public Health during the year. 
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5.5.3 Internal audit reports on Building for Better Care and Integration Joint Board 
Governance were considered in September 2016. 

5.6 Budget setting 2017/18  
The Director of Finance presented papers and led discussion on the following 
matters:- 

5.6.1 A revision to the budget setting process was approved by the Committee at its 
meeting on 26 September 2016, this was enable the agreement of budgets with 
the Health and Social Care Partnerships and to align with Local Authority 
timescales.   

5.6.2 The Director of Finance gave a presentation to the meeting on 19 December in 
which he looked at the implications for NHS Ayrshire and Arran of the draft 
Scottish Government Budget which had been announced on 15 December.  It was 
noted that the funding uplift for 2017/18 was likely to be considerably less than in 
2016/17 and an anticipated reduction in New Medicines Funding.   

5.6.3 Pay and Supplies cost pressures for 2017/18 were presented to the Committee for 
its consideration at its meeting on 19 December.  It was noted that total cost 
pressures amounting to around £15.6 million were considered unavoidable and a 
further £3.5 million of developments required to be considered. 

5.6.4 Prescribing cost increases over the previous three years of around 8% per annum 
were detailed in a report to the Committee on 26 September where it was 
highlighted that drug costs would utilise an increasing ‘slice of the funding cake’ 
unless there were changes in government policy on increasing access to drugs.   
In December the Committee also received a report from the Medicines Resource 
Group detailing cost pressures for 2017/18 arising from an expected grown in 
primary care prescribing and an expected shortfall in the New Medicines Fund. 

5.6.5 The likely cost pressure arising from the rates revaluation in 2017 was considered 
by the Committee at its meeting on 26 September 2016. 

5.6.6 The draft revenue plan for 2017/18 was presented to the Committee for discussion 
at its meeting on 6 March 2017.  Papers explaining the ‘flat cash’ approach which 
had been taken in the compilation of the budget was also presented.  The initial 
financial plan to accompany the Local Development Plan 2017/18 – 2021/22 was 
presented to the same meeting and Committee members were asked to note a 
deficit position for 2017/18 similar to the previous year due to cost pressures 
exceeding available funding.   

6. Risk Management

6.1 Most meetings received a report on the corporate/strategic risk register and the 
risks for which the Performance Governance Committee is the lead governance 
committee. 

7. Chairs Comments

7.1 I appreciate the support from all members of the Committee for their input in the 
development of and contribution to the agenda and for the considerable work 
undertaken during the course of the year. 
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Throughout 2016/17, the Committee oversaw a wide range of activity relating to 
Performance Governance.  As well as routine reports in areas such as LDP 
standards and Finance , the Committee also scrutinised specific issues such as 
the Transformational Change Programme in more detail, asking for further 
information and assurance as is required as part of their remit.  I can confirm that 
the Performance Governance Committee has fulfilled its remit and that the Board 
has adequate and effective governance arrangements in place. 
 
I would wish to record my thanks to all the staff who have supported the 
Committee over this and previous years, and to those who have responded to 
requests from the Committee for further information.  This has enabled the 
Committee to fulfill its duties successfully throughout the past year. 
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Appendix 1 
 

NHS Ayrshire & Arran 
Performance Governance Committee 

 
Terms of Reference 

 
 

1. Introduction 
 
1.1 The Performance Committee is identified as a Committee of the NHS Board.  The 

approved terms of reference and information on the composition and frequency of 
the Committee will be considered as an integral part of the Standing Orders. 

 
1.2 The Committee will be known as the Performance Committee of the NHS Board 

and will be a Standing Committee of the Board. 
 

2. Remit 
 
2.1 To provide assurance to the NHS Ayrshire & Arran Board that systems and 

procedures are in place to monitor, manage and improve overall performance and 
best value is achieved from resources. 

 

3. Committee Membership 
 
3.1 The Committee shall be established by the full NHS Board and be composed of six 

Non-Executive Members. The Chair, Vice-Chair and Committee will be appointed 
by the Chair of the NHS Board. 

 
3.2 Committee membership will be reviewed at least annually. 
 

4. Quorum 
 
4.1 Three Non-Executive members will constitute a quorum. 
 

5. Attendance 
 
5.1 The Chief Executive, Head of Service - Planning and Performance and the 

Executive Director of Finance, will attend meetings in an ex-officio capacity to 
provide information and advice. 

 
5.2 Chairs of Sub-Committees will be in attendance at the Performance Committee to 

report on the work of the sub-committee. The Committee may establish Sub- 
Committees to support its functions. 

 
5.3 Scottish Government colleagues will have an open invitation to Committee 

meetings. 
 
5.4 A nominated Director from PricewaterhouseCoopers will be in attendance to 

scrutinise and challenge the progress and processes of the Transformation 
Programme. 

 
5.5 The Committee may co-opt additional advisors as required. 
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5.6 With the prior approval of the Chair of the Performance Committee the Head of 

Service - Planning and Performance and the Executive Director of Finance will be 
able to provide deputies on an exceptional basis. 

 
 
6. Frequency of Meetings 
 
6.1 The Committee will meet every two months 
 
6.2 The Chairperson may, at any time, convene additional meetings of the Committee. 
 
7. Authority 
 
7.1 Committee is authorised to investigate any matters which fall within its Terms of 

Reference and obtain external professional advice. 
 
7.2 Committee is authorised to seek and obtain any information it requires from any 

employee, whilst taking account of policy and legal rights and responsibilities. 
 
7.3 The Committee will have the authority to require the attendance of any employee of 

NHS Ayrshire and Arran, as may be required. 
 
8. Duties 
 
8.1 To scrutinise the overall performance of NHS Ayrshire and Arran across the 

following functions of the NHS Board: 
 

 Resource allocation; 

 Performance management; 

 Strategic planning. 
 
8.2 To provide scrutiny and challenge on the progress and achievement of the NHS 

Ayrshire & Arran Transformational Change Programme. 
 
8.3 To ensure that systems and procedures are in place to monitor, manage and 

improve performance, across the whole system, and liaise closely with relevant 
Governance Committees (Staff, Clinical and Audit) to ensure appropriate remedial 
action takes place. 

 
8.4 Consider financial plans and approve annual budget proposals and business cases 

for submission to the NHS Board. 
 
8.5 The Performance Committee would consider: 
 

 HEAT/Local Delivery Plan 

 Investment Scrutiny 

 Benefits Realisation 

 Post Project Evaluation 

 Finance and Service Performance 
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8.6 To support the development of a performance management and accountability 
culture across NHS Ayrshire and Arran. 

 
8.7 Receive annual reports and quarterly updates from the Sub-committees 

established by the Performance Committee in order to provide assurance and 
accountability. 

 
8.8 To monitor and review risks falling within its remit. 
 
9. Conduct of Meetings 

 
9.1 Meetings of the Committee will be called by the Committee Chair. 

 
9.2 The agenda and supporting papers will be sent to members at least five working 

days before the date of the meeting. 
 
10. Reporting 
 
10.1 Minutes will be kept of the proceedings of the Committee. These will be circulated, 

in draft normally within five working days to the Chair of the Committee and within 
five working days thereafter to members, prior to consideration at a subsequent 
meeting of the Committee. 

 

10.2 The Chair of Committee shall provide assurance on the work of the Committee and 
the draft minutes will be submitted to the NHS Board meeting for information. 

 
10.3 Items requiring urgent attention by the NHS Board can be raised at any time at 

NHS Board Meetings, subject to the approval of the Chair. 
 
 

 


