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Performance Governance Committee – Minute of Meeting 
Thursday 10th August 2017 
The Board Room, University Hospital Ayr 

  
1.0 Attendance  

 
 Present Dr Martin Cheyne Chair  (co-opted) 

  Mrs Lesley Bowie Non-Executive Member (co-opted) 

  Mr Stewart Donnelly Non-Executive Member 

  Ms Claire Gilmore Non-Executive Member 

  Mr Stephen McKenzie Non-Executive Member 

    

 In Attendance Mr John Burns  Chief Executive 

  Mrs Kirstin Dickson Head of Planning and Performance 

  Mr Derek Lindsay Director of Finance 

  Mrs Frances Forsyth Committee Secretary  (Minutes) 

  Mr Alan Hunter NHS Scotland, Director of Performance 

    

  Damien Ashford PricewaterhouseCoopers 

  Jane Morton  

  Amy Peters  

  Fiona Young  

    

1.2 Apologies  

 Mr Robert Martin, Mr Ian Welsh 

  

2. Independent Diagnostic Review of the Transformation Portfolio 
 

2.1 The Chair opened the meeting explaining that the Board was facing one of the 
most challenging financial periods in its history.  The Board was forecasting a 
deficit of £13 million in 2017/18 which could increase if Cash Releasing Efficiency 
Savings (CRES) of £25 million were not able to be achieved in-year. 
PricewaterhouseCooper (PwC) had been commissioned to provide an independent 
view of the size of the financial gap for 2017/18 as well as a view on the Board’s 
approach and ability to meet this gap through the existing transformation portfolio, 
and to identify other potential areas of opportunity. Committee members had been 
provided with a copy of a draft Diagnostic Review of the Transformation Portfolio 
which detailed the findings of the work conducted by PwC and their 
recommendations on next steps for the Board.  The Chair commended the work 
carried out by the team from PwC, commenting that it was a significant piece of 
work on which the Board could build and move forward. 
 
 

Paper 20 
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The NHS Scotland Director of Performance suggested that the report should 
include reference to the national and global context facing healthcare provision; the 
need for cultural change in the light of population growth and changing 
demography. 

  

2.2 Four members of the PwC team attended the meeting and presented the different 
elements of the work detailed in their diagnostic review:  an overview of the 
financial position; transformation portfolio; enhancements to the portfolio and 
recommendations and next steps.  It was explained that PwC’s approach had been 
to provide an independent view which would bring an insight and steer on the way 
forward, including suggestions about how and who should do this. 

  

2.2.1 Overview of the financial position 
 

 PwC explained that although the Board had been able to break even financially in 
2016/17, it had done so due to the receipt of non recurring funding from a number 
of different sources. As well as the £13.3 million deficit in the Revenue Plan for 
2016/17, over £5 million was spent on additional unscheduled care beds and 
agency doctors as well as £4.5 million of CRES only being achieved non-
recurringly in 2016/17.  There was therefore an underlying deficit of around £29 
million.  PwC believed that this underlying deficit was likely to increase to around 
£39 million in 2017/18 due to a number of factors. 
 
PwC had applied various demographic and non-demographic assumptions to the 
budget over the next five years and warned that if the Board were to do nothing, it 
would face a £200 million gap.  If the Board was able to achieve 2% CRES 
recurrently and funding available rose by 0.5% per annum then the gap would 
reduce to £130 million.  It was therefore evident that either higher funding uplifts or 
a far higher percentage of CRES would be required in the coming years.  In order 
to do this, PwC believed that the Board urgently needed to improve the co-
ordination, pace and grip of the transformation programme including Project 
Management capacity and rigour in developing plans with robust cost/benefit 
analysis. 
 
The Chair asked whether the modelling work had considered the impact of any 
changes to public sector pay policy.  PwC confirmed that any change would need 
to be considered in addition to the assumptions made.   
 
PwC recommended that the financial forecast should be re-visited throughout the 
year; figures for month three already showed a higher overspend run-rate than 
planned.  It was noted that re-forecasting would be challenging but achievable and 
would require negotiation with Scottish Government. 
 
The Director of Finance confirmed that the Government was aware that the Board 
had achieved a ‘break even’ position in 2016/17 through non-recurring funding and 
that monthly figures reported to the Scottish Government did show the underlying 
deficit as rising from £13.2 million to over £20 million during 2016/17.  Discussion 
took place about the use of the term ‘unfunded’ in relation to the 60 acute beds 
which had been opened at times of winter pressure but had not closed 
subsequently.  The NHS Scotland, Director of Performance acknowledged that the 
Board had to open unfunded acute beds due to the increase in demand which had 
prevented the planned closure of these beds following the opening of the new 
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Combined Assessment Unit.  It was noted that the Scottish Government 
recognised that it was not purely an issue of funding but of a need to address the 
increase in demand.  Committee members discussed the use of the term 
‘unfunded’, believing that this could create public mis-conception of the problem; 
the underlying issue for the Board was continued increasing demand for hospital 
admission.  It was agreed that the fundamental requirement was to change the way 
services are delivered. The Chief Executive said that this had begun and progress 
had been made since the opening of the Combined Assessment Units.   
 
In conclusion, PwC said that to balance anticipated cost pressures, the Board 
needed to receive funding uplifts or make CRES of 6% each year.  The Chair noted 
that as half the Board’s budget was spent on staff costs which were relatively fixed, 
in reality savings of 12% were needed from the remaining half of the budget.  PwC 
agreed that there needed to be a significant drive into non-pay areas but that staff 
costs would also need to reduce. 

  

2.2.2 The Transformation Portfolio 
 

 PwC had agreed that the Board’s current portfolio of change was addressing the 
main service areas, that Best Value areas were being developed and that there 
was wide engagement and good clinical input to the programme.  However, 
capacity and the speed of implementation were impeding the benefit realisation.  
PwC made a number of recommendations to increase the scale of interventions in 
order to reduce the 2017/18 financial deficits as well as those in subsequent years.  
It was recognised that resources available to the Programme Management Office 
needed to be increased if changes were to be driven forward and benefits 
realisation achieved. 
 
Discussion took place about the governance and structures in place in Ayrshire 
and Arran and the importance of getting cooperation from multiple stakeholders, 
particularly the Health and Social Care Partnerships where equal involvement 
across all areas was essential. 
 
One of the Non-Executive members stressed the importance of robust cost benefit 
analysis.  The Director of Finance agreed but added that it was often difficult to 
establish a baseline, then to measure the benefits due to continued increases in 
demand. 
 
PwC concluded this section noting that although the current programme was a 
good start, it was not enough, therefore other areas needed to be considered.    

  

2.2.3 Enhancing the transformation portfolio 
 

 PwC outlined potential areas to increase the scale of interventions needed to 
reduce the 2017/18 and future years’ financial deficit.  Priority ratings were applied 
to each recommendation as well as a ‘deliverability’ scale, timeframe and named 
individual for the action, with the aim of achieving an additional £10 million of 
savings in 2017/18.  Areas of focus included the capacity and operation of the 
Project Management Office, accelerating the financial grip on workforce and 
controls, and the analysis of benefits to allow prioritisation of the most important 
pilots for roll-out. 
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2.2.4 Recommendations and next steps 

 In the short term the Board should accelerate the financial grip, maximising its 
analysis of benefits and prioritising short term efficiencies as well as increasing 
productivity in theatres, wards and outpatients. 
 
Medium term the Board needed to focus on: 

 Digitally enabled care - one of the Non-Executive members agreed with the 
importance of this but noted that investment would be required and that robust 
cost benefit and timescales must be completed.  PwC agreed that a review of 
the whole structure would be needed and implementation done on a phased 
basis where greatest benefits would be achieved.   

 Optimising the current service configuration, including considering where 
services are provided and reducing duplicated costs where services are 
currently provided on more than one site. 

 Extending clinical pathways to provide healthcare closer to home 

 Reviewing the Board’s estate to address under-utilisation and give a lower cost 
base. 

 Increasing the pace in developing workforce strategy to ensure a stable 
workforce. 

 
Long term, the Board needs to develop a new model of care – a ‘One Ayrshire’ 
model which encompasses all health and social care provision where there is more 
emphasis on targeted proactive management, greater emphasis on prevention and 
self care, support for community professionals and cultural change to ensure 
people are diverted to the most effective and efficient access points in community 
and acute settings. 

  

3. NHS Ayrshire and Arran – next steps 

  

 The Chief Executive assured the Committee that the management team had 
worked though every one of the recommendations and put action plans in place.   
 
In the short term: 

 Directorate budget reviews had been arranged between the Chief Executive, 
Finance Director and Directors of the five highest spending directorates.  

 The Planning and Performance Department would be reconfigured to create a 
department for Transformation and Sustainability which would provide 
additional capacity and rigorous processes. 

 Capacity issues for the Project Management Office were recognised and the 
position had been enhanced as well as being supported for a further six weeks 
by the PwC team. 

 
The programme would be driven by the Programme Management Office but report 
to the quarterly Corporate Management Team (Performance) and performance 
monitoring meetings had been established.   

  

 In the medium term the Board was undertaking a review of opportunities to deliver 
savings identified in the PwC report, these had been discussed by the Corporate 
Management Team in July and were continuing to be developed in conjunction with 
PwC.   
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The Chief Executive recognised the importance of engaging with the community 
and had signed off a community engagement platform to start the dialogue which 
would enable the long term ‘One Ayrshire’ vision.  The Chief Executive explained 
that the Board was focused on ensuring a quality and sustainable service and 
acknowledged that this would require discussion with the community to help to 
shape this; the Board was ambitious and keen to be leading the way in new models 
of health provision.  NHS Ayrshire and Arran recognised that there needed to be a 
move away from the emphasis on health provision in acute settings and 
discussions had taken place with the GP community who were keen to be involved.  
There was also recognition that there must be greater emphasis on digitally 
enabled health care and support from the social care agenda.  In dealing with 
workforce challenges, the Board would be focussing on what was achievable within 
constrained resources. The Chief Executive planned to be able to present a 
proposition for transformation to the Scottish Government by the end of September 
2017. 

  

 The Long term plan for NHS Ayrshire and Arran was a ‘One Ayrshire’ model.  
Definition and consultation on the acute, primary and community components of 
this, along with the development of the infrastructure model to support it, would be 
discussed at a Board Workshop in September.   The Chief Executive recognised 
the importance of developing the ‘One Ayrshire’ model in a West of Scotland 
context and plans would be shared and enhanced at the Chief Executive’s 
Management Conference at the end of October.  Engagement with all stakeholders 
was seen as vital.  Senior Consultants had already given their support to the ‘One 
Ayrshire’ model.  A successful delivery would need ownership by all teams. 

  

 NHS Ayrshire and Arran had looked at the recommendations from the NHS 
Tayside Assurance and Advisory Group.  The Chief Executive gave the meeting an 
overview of these recommendations and Ayrshire and Arran’s position in relation to 
them:   
 

 The £24.8 million CRES target for 2017/18 had been broken down into low, 
medium and high risk.  It was acknowledged that transformation programmes 
had not yet yielded any cash releasing savings and that the projected outturn 
had worsened from £13.2 million deficit to around £20 million in 2017/18.  
Directorate budget reviews had been arranged to address this. 

 NHS Ayrshire and Arran will work with its partners to conclude Strategic Service 
Change Plans for clinical models of care and financial implications with benefits 
realisation plans. 

 While NHS Tayside had been advised to undertake a review of staffing levels, 
benchmarking showed Ayrshire and Arran to have a significantly lower 
workforce than Tayside. 

 Tayside had been advised to focus on optimal drug prescribing.  An effective 
prescribing programme was already being taken forward in Ayrshire and Arran, 
although the number of prescriptions per head of population are relatively high. 

 Ayrshire and Arran had put in place a leadership development programme to 
support middle management, allowing director level capacity to focus on driving 
strategic  change. 

  

 One of the Non-Executive members commented that he was pleased to see that 
the workforce was being supported and noted the importance of staff engagement 
in achieving the planned changes. 
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The NHS Scotland, Director of Performance agreed that the Board must get to the 
long term position and in doing so find ways to deal with the increased demand on 
services.  It was also important to engage with professional bodies to agree on 
changing the way services were delivered and where. 
 
Discussion took place around the importance of engaging with the Integrated Joint 
Boards (IJBs) and Councils and the need for their support and that they could 
share expertise around Programme Management.  One of the Non-Executive 
members was also keen that the Challenge Funds held by the IJBs were linked 
with the transformation programme. 

  

 The Chair thanked Non-Executive members and PwC for their input to the 
discussions at the meeting. 

  

4. Three year financial plan 
 

 The Director of Finance explained that there was uncertainty around future funding.  
In previous years it had been assumed that there would be an inflation linked 
funding uplift but going forward the increase was likely to be around 0.5% per 
annum.  Ayrshire and Arran face an underlying recurring deficit due to cost 
pressures in 2016/17 and 2017/18 which significantly exceeds the funding uplift 
and CRES achieved.  Significant drivers were: 

 High numbers of emergency admissions – Ayrshire and Arran had the highest 
in Scotland and were 22% above average for the number of emergency bed 
days. 

 Increasing numbers of medical staff required on safety grounds and an increase 
in the use of agency doctors to cover vacancies in consultant and junior grade 
rotas.   

 The likelihood of a removal of the pay cap which would further inflate the pay 
bill. 

 Increases in drug expenditure particularly caused by the Scottish Government 
policy around increasing access to orphan, ultra orphan and end of life drugs. 
The amount received from the New Medicine Fund (NMF) had fallen in 2016/17 
and needed to be topped up by £3.5 million of Board funds in 2017/18.  The 
Director of Finance anticipated that the NMF would cease altogether in the next 
2 years which would create a further £2.6 million cost pressure for the Board. 

 
The Chief Executive noted that the Medical Director was leading work looking at 
whether patients being admitted to acute beds needed to be admitted.  There was 
also discussion about how admissions into the Combined Assessment Unit were 
recorded as every attendance at the units was counted as an admission even if the 
patient only remained for a few hours.  A paper detailing the findings of the work 
being done on unscheduled care by the Medical Director would be presented to a 
future Performance Governance Committee. 

  

5. For Information 
 

5.1  Financial Management report – Month 3 
 

 The report was noted. 
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5.2 Non-recurring cost pressures 2017/18 
 

 The report was noted. 
  
6.0 Date of Next Meeting 

 
6.1 Monday 30th October at 13:30 – Board Room, University Hospital Ayr 

 
6.2 Future Meetings 

 

Date Time Venue 
Monday 4th December  10:00 Room 1, Eglinton House, Ailsa Hospital 
Monday 12th March 2018 13:30 Room 1, Eglinton House, Ailsa Hospital 

   

 
 
 
Signature ………………………………………Date ………………………………………… 
 


