
NHS ' ,;g""'~ 
Ayrshire 

Performance Governance Committee- Minute of Meeting 
Monday, 14th December 2015 
Room 1, Eglinton House, Ailsa Hospital 

1.0 Attendance 

1.1 
Present Mr Robert Martin 

Ms Claire Gilmore 
Cllr Hugh Hunter 
Mr ian Welsh 

In Attendance Mr Derek Lindsay 
Mrs Frances Forsyth 

1.2 Apologies 

Non-Executive Member (Chair) 
Non-Executive Member 
Non-Executive Member 
Non-Executive Member 

Director of Finance 
Committee Secretary (Minutes) 

John Burns, Stewart Donnelly, Stephen McKenzie, Kirstin Dickson 

2. Declaration of Interests 

There were none. 

3.0 Minutes of Previous Meeting: 14th September 2015 

The minutes of the previous meeting were approved as an accurate record. 

4.0 Matters Arising 

&:Arran 

The Committee monitored the status of actions from previous meetings as follows: 

4.1 Analysis of reasons why patients present at A&E -The Director of Finance 
explained that the Improving Patient Experience group, which was chaired by the 
Chief Executive, had been focussing on unscheduled care and that analysis of 
attendance at A&E was being carried out as part of this. The work was ongoing and 
would be reported at a later date to the Performance Governance Committee (PGC). 

4.2 Demand and capacity- Committee members heard that the Director for Acute 
Services has asked each specialty for a Demand, Capacity, Activity and Queue 
(DCAQ) analysis to determine where the underlying issues and gaps were. This 
had been circulated to the Corporate Management Team in November and work 
was continuing in this area. 

4.3 LOP standards report- a report incorporating format changes as requested at the 
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PGC meeting in September was considered by the Committee later in the meeting. 

4.4 Corporate Strategy Performance report- feedback from the PGC would be 
incorporated into the next report scheduled to be submitted to the Committee in 
March 2016. 

4.5 Post project evaluation- Committee members were satisfied that all points raised 
about penalty clauses and actions taken to avoid future problems with construction 
projects at the meeting in September had been covered by the briefing note 
submitted to the meeting by the Head of Capital Planning. 

4.6 Internal Audit, Energy Sustainability- the Committee was satisfied that the updated 
action plan submitted to the meeting, demonstrated that all recommendations 
contained in the report had been completed. 

4. 7 Managing a balanced health and care system -the Chair asked when this updated 
report would be available. The .Director of Finance respondee that updating the 
Financial Plan was dependent on the budget proposals due to be announced by the 
Scottish Government later in the week. 

4.8 Internal Audit, Building for Better Care- Committee members noted that updating of 
the engagement plan had been delayed until a project co-ordinator had been 
appointed. 

4.9 Internal Audit, Medical Workforce- Committee members challenged the delay in 
completion of recommendations regarding the locum approval process. The 
Director of Finance provided assurance that, since the issue of the papers, the 
process had been implemented and that meetings had been arranged to roll this out. 
The action Gould be marked as complete. 

5.0 Finance and Service Performance 

5.1 Financial Management report- Month 7 

The Director of Finance explained that, as this report had been discussed in some 
detail at the Board meeting the previous week, he would not re-visit the month 7 
position but provided Committee members with some information about the month 8 
figures which he had just received. Overspending in Acute services was the area of 
greatest concern, running at £3.6 million in the first six months, equating to around 
£600,000 per month. However, this had been considerably higher in month 7 with 
an overspend of £1.1 million. The Director of Finance explained that although the 
overspend in month 8 had fallen back to £900,000, it was still above the average for 
the first six months of the year consequently making year end predictions difficult. 

The Director of Finance made the following comments about the main elements of 
highest overspending, as shown in the table at paragraph 5.1.2 of the month 7 
report: 

• Medical- overspending had been running at a relatively consistent level 
throughout the year but the month 8report for November would show a rise in 
the overspend figure to £329,000, the highest for the year to date. The Director 
of Finance explained that the figure for October had been distorted by the 
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transfer of radiology budget from access to medical. 
• Nursing- the overspend level in October had been unusually high at £347,000, 

this had come down in November to £189,000. Analysis of the figures had 
shown that the overspend was largely due to expenditure on agency staff and 
supplementary staff in eight wards, where there was a correlation to high 
sickness absence levels. 

• Access -in November the overspend had been reduced to £62,000 by a decision 
to 'live within budget' at the cost of waiting time targets, on this basis it was 
anticipated that overspending would be maintained at a similar level per month 
for the remainder of the year resulting in a £1.5 million year-end overspend. 

• Others- variations related to costs outwith the Board, particularly charges made 
by Glasgow for follow-up reviews of renal transplant patients; follow-up 
appointments after the three month initial period were not included in the charges 
met by national services. One of the Non-Executive Directors asked how many 
patients were involved each year. The Director of Finance advised that he 
believed it was about twenty per annum but that the national service was to 
increase the numbers being transplanted as this reduced ongoing treatment 
costs. 

Committee members were advised that the total overspend in Acute Services during 
November was £892,000. The Director of Finance said that projecting this figure 
forward would produce an overspend at the year end of £8 million. Other areas 
within the Board were generally under control with no large overspends to note. 

One of the Non-Executives asked whether appropriate actions were being taken to 
address the high sickness absence levels which had contributed to the overspend in 
nursing. Committee members heard that the absence level in the wards in question 
averaged 8% against the Board's target of 4%. One of the Non-Executive Directors, 
who was also the Chair of the Staff Governance Committee, assured the PGC that 
sickness absence was a standing item on the agenda for Staff Governance. 
Absence levels were heavily influenced by staff with long term illness and areas 
where stress levels were high, for example within Mental Health Services and also in 
areas where there was a lot of moving and handling of patients such as elderly 
wards. Committee members acknowledged that the Board had implemented the 
'promoting attendance policy' and also. had other initiatives including Staff Healthy 
Working Lives, Staff Care Team, Occupational Health assessments, and 
mindfulness training. There is a challenge arising from increases in retirement age 
which is likely to increase sickness absence in an older workforce. Committee 
members acknowledged that sickness absence would be appropriately monitored by 
the Staff Governance Committee. 

5.2 Medical staffing overspend 

The Director of Finance explained that the paper looked at the pressure points within 
the medical staffing budget. 

Spending on medicallocums in Scotland during 2014/15 had been around £77 
million, expenditure in the first seven months of 2015/16 had already reached £60 
million .. It had been noticed that increased costs did not. correlate to the size of the 
Board but rather to its geography; recruiting into remote areas was difficult. 

Recruiting medical trainees was a particular issue for NHS Ayrshire & Arran where 
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an average of 20 vacancies had remained unfilled in 2015 and had required to be 
covered by locums. There had also been a need for more training posts than 
allocated by the postgraduate dean. These five additional posts had to be filled by 
locums while the 20 vacancies were filled at greater cost than the budget set aside; 
the Director of Finance indicated that the budget funded by the postgraduate dean 
for a junior doctor was £43,000, the cost for each post if it had to be covered by a 
locum was £120,000. 

One of the Non-Executive Directors asked if there were any steps which could be 
taken to get more medical trainees. The Director of Finance advised the meeting 
that there were national initiatives to achieve a re-distribution towards the West; 
there was a concentration of trainees in the East due to the distribution of university 
medical schools. It was also noted that there was a high attrition of undergraduate 
doctors in Scotland; less than 50% of undergraduate doctors at Scottish universities 
came from schools in Scotland, consequently a large proportion of these return to 
their home country after graduating. Meeting members were pleased to hear that 
the Medical Director for Ayrshire and Arran was represented on a national group 
looking at the problems around the availability of medical staffing and chaired the 
West of Scotland group. The Director of Finance advised the meeting that he and 
the Assistant Director of Finance and an HR medical staffing representative were 
working with Ernst & Young and Brookson on a system for the direct employment of 
locum doctors which would give savings on VAT. 

One of the Non-Executive members asked if there would be Government money to 
alleviate problems caused by the lack of junior doctors; the Director of Finance 
replied John Matheson had offered NHS Ayrshire & Arran £1 million non-recurring 
support in 2015 for this issue on condition that this brought them to breakeven. 

The Committee noted the reasons for the budget overspend. 

5.3 Projected outturn- 2015-16 

The Director of Finance advised the meeting that the projected outturn continued to 
move. Details of the areas of overspend and mitigating areas had been presented 
to the Deputy Director of Finance for NHS Scotland in November. The Gove"rnment 
would contribute £1 million provided the Board could achieve a break-even position. 
However at the half year, the Board was £600,000 adrift of projecting break-even 
and since then the October and November acute overspends had been £0.8 million 
worse than planned. Areas being considered to provide cost savings included: a 
reduction in VAT payable on the agency fee element of locum costs, but this would 
take time to come through; the use of out of hours radiology reporting services; 
changes in nursing recruitment to provide more bank staff as well as consideration 
being given to the recruitment of a pool of flexible. nurses who could be deployed 
into gaps at short notice; the treatment of accrued leave for the 2016 Easter public 
holiday, which fell during the 2015/16 holiday period was also being looked at. 

One of the Non-Executive Directors asked if there was a budget to cope with asylum 
seekers. The Director of Finance advised the Committee that there was a small 
payment for initial health assessments for Syrian refugees but not for asylum 
seekers more generally. 

The Committee acknowledged the variables and risks. 
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6.0 HEAT/LOP 

6.1 LOP Standards 2015/16 

This report had been prepared by the Head of Planning and Performance, in her 
absence, the Director of Finance explained that this report gave an overview and 
reports were received at each Board meeting for areas which were performing 
poorly against targets, including waiting times, MRSA, and Accident and Emergency 
waiting times. Committee members agreed that the revised format was helpful 
although they questioned whether the end of year expected outcome, which in the 
majority of cases was stated as 'end of year required standard will be met', was 
perhaps over ambitious in view of the stated 'current status'. The Director of 
Finance was of the opinion that the 12 week treatment time guarantee would not be 
met due to restrictions on access spend. The Head of Planning and Performance 
would be asked to review the expected end of year outcomes. 

Action: Kirstin Dickson 

7.0 Risk Register 

7.1 Corporate Risk Register 

The Committee reviewed finance and performance risks on the register. These 
consisted of 4 high and 2 medium ranked risks. The Director of Finance indicated 
that it may be necessary to revise the status of risk 493 'Balance budget' following 
the release of the budget by the Scottish Government. 

The Chair commented that he had concerns about whether the delivery of the 
approved capital plan was achievable in view of the erosion of the Corporate 
Services budget. 

Committee members agreed that the register was a dynamic document which 
needed continual revision and updating but were content with the register as it stood 
at that point. 

7.2 CNORIS Annual Report 

The Director of Finance explained that CNORIS was a risk pooling arrangement 
covering clinical and non clinical claims. During 2014/15£2.2 million of claims were 
paid on behalf of Ayrshire and Arran although it was noted that claims could take 
many years to reach a settlement. Contributions each year are based on a number 
of factors including claims history. Trends showed that payments over the last ten 
years had increased in volume and value and it was expected that this would 
continue to be the case, in part because of a growing requirement to pay a number 
of different parties connected to one case. The Director of Finance confirmed that 
he expected the level of contributions to be raised in the next few years. 

It was confirmed that the Integrated Joint Boards would be joining the scheme, 
however, the Director of Finance acknowledged that the majority of claims would 
come from the acute side. 

Committee members agreed that the scheme offered good value for money. 

5 



8.0 2016/17 

8.1 Comprehensive Spending Review 

The Director of Finance gave a brief presentation to provide Committee members 
with some background in order to manage expectations prior to the announcement 
of the budget by the Scottish Government due two days after the meeting. 

While the NHS England budget increase by 7.4% in real terms over the next five 
years equated to around £8 billion, the Department of Health increase in real terms 
was only 3.8% (about £4.6 billion) and it was this figure which would dictate the 
Scottish share as determined by the Barnet Formula. The Scottish health budget 
would therefore be based on a 1.7% increase in real terms in 2016/17. 

Funding which has been re-designated within the Department of Health budget to 
increase the real terms increase to NHS England in 2016/17 included a £1.2 billion 
transfer from capital to revenue; removal of the nurse bursary, (meaning that nursing 
students would be treated the same as other students) and the reduction of Public 
Health budgets. 

Committee members discussed the implications of the Comprehensive Spending 
Review. It was suggested that although the Scottish Government could also remove 
the nurse bursary which cost £120 million per annum, a decision at this point had 
not yet been made. Similarly, the option given by the UK Chancellor for councils to 
raise money for social care by increases in council tax may also be resisted by the 
Scottish Government and instead some health budget transferred. 

Based on an increase of £4 billion for the Department of Health in 2016/17, the 
Scottish 10% share would therefore equate to £400 million cash increase for 
2016/17. Only a proportion of this would be available to alleviate cost pressures as 
some had previously been ear-marked by the Government for new initiatives. 

8.2 National Resource Allocation Committee (NRAC) 

The Director of Finance explained that the Chair of the Board sat on the Technical 
Advisory Group on Resource Allocation (TAGRA) committee which reviews and 
refines the NRAC formula. The NRAC formula was based on population as well as 
other factors such as age and deprivation. NHS Ayrshire & Arran was above the 
parity level meaning that it would not receive any additional funding. Committee 
members noted that the population of Ayrshire and Arran had fallen but questioned 
the excess costs index believing that the Board had an above average proportion of 
remote/rural services, one of the factors in the equation to determine parity. 

The position in relation to NRAC parity was noted. 

8.2 Pay and Supplies 

Pay and Supplies cost pressures were considered by the Committee. Areas of prior 
commitments agreed by the Board were noted, including the fact that there would be 
no further money from the Government for LUCAP after 2015/16. Robotic surgery 
for prostectomies, which had recently started to be provided on behalf of the West of 
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Scotland by Glasgow, was one of a number of new commitments totalling £3.8 
million during 2016/17. 

Pay and pensions pressures across NHS Scotland were noted in the areas of a 1% 
pay award costing around £4 million; and abolition of the state second pension 
meaning a loss of the national insurance rebate for staff in the NHS superannuation 
scheme, as 90% of staff are members of the pension scheme this would mean an 
increase of £7 million on the pay bill. 

Committee members noted unavoidable clinical cost pressures including for external 
service level agreements and resource transfer where the Board was committed to 
making payments to other Boards and Councils. In addition to unavoidable 
pressures there were desirable service improvements including the expansion of the 
use of paediatric insulin pumps, and the move to the use of single use podiatry 
instruments. 

Efficiency savings of 5% would be required to offset the cost pressures as identified 
if the funding uplift available was only 1.7%. 

One of the Non-Executives asked what 'Fabry' drugs were, these were referred to in 
the paper in the section looking at specialist services commissioned by National 
Services Division. The Director of Finance explained that these were very 
expensive 'orphan' drugs for which there was a national cost sharing scheme similar 
to CNORIS. 

Non-Executives questioned why incremental drift, which was included as a cost 
pressure, wasn't balanced by staff leaving the Board. The Director of Finance 
explained that the Board had an aging staff profile with low turn-over meaning that 
an increasing number of staff were reaching the top of their salary band. 

8.3 Medicines Resource Group 

The Director of Finance noted that the Government's commitment to increase 
access to drugs was a financial challenge, with the cost of prescribing increasing by 
8% per annum. The estimated increase for primary care prescribing for 2016/17 
was £7.3 million; the 2015/16 primary care prescribing budget was projected to be 
overspent by around £2.5 million, however, this would be covered non-recurringly 
from the New Medicines Fund in 2015/16. Increasing costs for access to new drugs 
introduced before 2013/14 including Hepatitis C, oral anti-coagulants and new more 
effective, though more costly Multiple Sclerosis drugs required additional recurring 
funding of £2.9 million. The total additional funding requirement for 2016/17 was 
around £11.7 million. 

The draft paper which had been presented by the Medicines Resource group was 
noted by the Performance Governance Committee. The Director of Finance and 
Chief Executive would be having meetings with the local Councils to discuss budget 
pressures, the prescribing budget would continue to be refined and an update 
would be submitted to the next meeting. 

8.4 Radiology capacity 

Between five and six consultant radiology vacancies had been outstanding for a 
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number of years. A Demand, Capacity, Activity and Queue analytic had been 
carried out to try to determine alternative methods of providing the service without 
the continued reliance on locums and other waiting list initiatives. Demand on the 
service had also increased by 50% over the last four or five years. The proposal 
looked at an alternative provision of the service which did not rely on the recruitment 
of doctors. This included additional equipment, increasing the volume of 
examinations which could be reported by radiographers, recruiting an additional 
radiographer and two additional sonographers as well as other service changes to 
ensure that more 'slots' were available on a 7 day a week basis. The possibility of 
having images interpreted 'out of hours' abroad was also being considered. 

The Chair said that it was encouraging to note that alternative plans had been 
considered to address the issues. The investment required for the proposed service 
re-design would be £1.275 million, it was proposed to partially offset this by using 
£360,000 from the budget associated with the consultant vacancies. 

Committee members noted the increasing demands on radiology and the required 
investment and commended the proposals for service re-design. 

8.5 Summary of 2016/17 cost pressures 

Committee members noted that the total cost pressures included those previously 
noted from pay and supplies, medicines and radiology, as well as £2 million, (or 
possibly more), for medical staffing. Total cost pressures added to around £43.4 
million. If the uplift was £11 million as predicted, efficiency savings of 5% would be 
required which the Finance Director noted would be very challenging. However, the 
actual position would not be known until after publication of the budget later in the 
week. 

One of the Non-Executives asked whether details of the cost pressures were 
provided to the Government The Director of Finance responded that the Scottish 
Government was aware of the position in Boards and he had provided information 
on the national insurance increase. 

9.0 Any other business 

There was none. 

10.0 Date of Next Meeting 

10.1 7 March 2016 at 1330 hrs in Meeting Room One, Eglinton House, Ailsa Hospital. 

10.2 Future Meetings 

Dates for 2016/17- all meetings to take place at 10.00am in meeting room 1, 
(with the exception of 61

h June) Eglinton House, Ailsa Hospital 

6th June- (room 2) /: 19th Decembe.r 
26th September '\ 6th March 2017 

\\1· j C\'r. x~ . , 
Signature .... ~~~-~ ............... Date ... ~ .. J~~~ .. :?.-:':!c?. .............. . 

8 


