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Paper 15 

NHS Ayrshire & Arran 

Meeting: Ayrshire and Arran NHS Board 

Meeting date: Monday 3 February 2020  

Title: Financial Management Report for the nine months to 
31 December 2019 

Responsible Director:  Derek Lindsay, Director of Finance  

Report Author: Rob Whiteford, Assistant Director of Finance - Operational 
Services 

1. Purpose 
 
This is presented to the Board for:  

 Discussion 
 

This paper relates to: 

 Annual Operational Plan 
 
This aligns to the following NHS Scotland quality ambition(s): 

 Effective 
 

2. Report summary  
 
2.1 Situation 

The Annual Operating Plan financial outturn is £14.7 million deficit.  At month nine the 
year to date deficit is £12.8 million.  The Board are asked to discuss the financial 
position.  

 
2.2 Background 

At the Performance Governance Committee meeting held on 5 November 2019 it was 
agreed to request from Scottish Government £1.6 million of additional non-core 
Department Expenditure Limit funding and a further £1.2 million capital to revenue 
transfer.  Agreement with Scottish Government was also reached to provide funding of 
£0.2 million for Unscheduled Care in Station 1 at Ayr Hospital.  Delivery of the planned 
outturn is contingent upon receiving these and other outstanding allocations, a 
successful outcome in a VAT tribunal and a flexible approach by Integration Joint 
Boards. 
 

2.3 Assessment 

Appendix 4 shows that against a planned cash releasing efficiency savings target of 
£23.2 million there is projected to be a shortfall of £6.7 million, mainly in acute 
services.  Demand pressures and delayed discharges from hospital have resulted in 
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additional acute beds being opened which drives further acute division overspend.  In 
addition to a projected acute overspend of over £11 million, primary care prescribing 
volumes have increased by more than expected resulting in a projected £3.6 million 
overspend. 
 

2.3.1 Quality/patient care 
The financial overspend is due to protection of quality of patient care. 
 

2.3.2 Workforce 
Section five of the attached report comments on workforce numbers, agency spend, 
consultant vacancies and staff absence rate. 
 

2.3.3 Financial 
Delivery of cash releasing efficiency savings is a recurring shortfall which is planned to 
be non-recurrently covered in 2019/2020 by other funding sources.  
 

2.3.4 Risk assessment/management 
Section six in the paper attached sets out risk assessment and mitigations. 
 

2.3.5 Equality and diversity, including health inequalities 
An impact assessment has not been completed because this report is a monitoring 
report therefore does not require an equality and diversity impact assessment. 

 
2.3.6 Other impacts 

This report reflects the best value principles of governance and accountability in 
respect of use of resources. 
 

2.3.7 Communication, involvement, engagement and consultation 
The Board has carried out its duties to involve and engage external stakeholders 
where appropriate: 
 

2.3.8 Route to the meeting 
This has been previously considered by the following groups as part of its 
development. The groups have either supported the content, or their feedback has 
informed the development of the content presented in this report. 
 

 Corporate Management Team, 21 January 2020. 
 

2.4 Recommendation 

Members are asked to discuss the attached report and take assurance from 
management actions so that the Board can take assurance from detailed scrutiny by 
Performance Governance Committee. 

 

3. List of appendices (where required) 
 

The following appendices are included with this report: 
 

 Appendix No 1, Income and expenditure summary for health services  
Appendix No 2, Acute services  
Appendix No 3, Allocations received  
Appendix No 4, Cash releasing efficiency savings  
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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 
for the nine months ended 31 December 2019. 
 

2. Revenue resource limit and overall financial position 
  
2.1 
 

The revenue budget for the year is £900 million.  This comprises £820 million of 
allocations received (Appendix 3) and anticipated allocations of £80 million.   
 

2.2 
 

Funding allocations in December (listed on Appendix 3) included £5.8 million for the 
New Medicines Fund, £0.6 million for the Primary Care Improvement Fund, £0.3 million 
for additional elective activity and £0.4 million for Action 15 Mental Health Funds.  
 

2.3 Acute Services continued to overspend but at a much reduced rate of £0.4 million in 
Month 9. Primary Care Prescribing was £2.7 million overspent after 9 months, with the 
year-end forecast reducing by £0.1 million to £3.6 million in light of October information. 
Reserves in month 9 caused a charge of £0.4 million.  
 

3.1 Acute Services 
 

3.1.1 The annual budget for Acute Services is £335.6 million.  The directorate is overspent by 
£9.1 million for the year to date.  (Appendix 2). 
 

  

 
 
3.1.2 The in-month overspend was £0.5 million. The average monthly overspend in the first 

eight months was £1.1 million. The year to date overspend is a result of:  
 

 £8.7 million of unallocated annual savings which are £6.5 million overspent after 9 
months; 

 £2.1 million overspend on nursing pay (of which only £0.1 million was in month 9); 

 £0.8 million overspend on non-pay including drugs. 

 £0.7 million overspend on external purchase and provision of healthcare. 
 
The in month overspend of £0.5 million was lower than average due to £0.25 million 
of Orthopaedic supplies being charged to Access expenditure, and a reduced 
overspend on drugs of £0.16 million. 
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3.1.3 Unallocated Savings 
 

 The £8.7 million unallocated savings are £3.5 million brought forward from 2018/2019, 
£0.8 million of unachieved historic redesign savings plus additional savings targets in 
2019/2020.  This will cause an adverse variance of £0.725 million per month until 
savings are found 
 

3.1.4 
 

Nursing Pay 
 

 The main components of the £2.1 million nursing pay overspend are £1.4 million in 
Crosshouse Medical Wards and £0.6 million in Ayr Medical Wards. At Crosshouse the 
most material overspent areas are Ward 5d (£0.380 million), and the Combined 
Assessment Unit (£0.252 million).  
 

 
 
 At Ayr Station 1 is £0.4 million overspent on nursing, having received non-recurring 

budget of £0.3 million. Station 1 overspent by £0.047 million in Month 9. Station 16, 
Station 14 and the Discharge Lounge together account for a further £0.215 million.  
 

3.1.5 The 2019/2020 budget anticipated that all acute hospital beds were funded.  However it 
has been necessary to open additional beds in response to demand and the number of 
delayed discharges.  In Ayr Station 1, 24 beds have been open for most of the financial 
year, due to delays in discharge of South Ayrshire residents. There were 26 additional 
beds open at Crosshouse on average during December. 
 

3.1.6 £0.275 million was issued non-recurringly to the Station 1 nursing budget at month 5. 
Similarly £44,000 was issued to “Crosshouse Winter Pressures” in order to fund 
additional capacity. This funding was phased into the first half of the financial year. A 
further £0.05 million was issued in Month 9 with a total of £0.15 million to follow in the 
last 3 months of the financial year. 
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3.1.7 Acute Medical Agency 
 

 Medical Agency usage has decreased compared with last year. After removing the 
effect of VAT charged up to the 7 October 2019 we only slightly behind track to achieve 
the £1.0 million targeted reduction.  
 

3.1.8 Non Pay 
 

 Non-Pay budgets were £0.3 million underspent in Month 9: 
 

 £0.25 million of orthopaedic expenditure was transferred to access 

 There was a £0.1 million underspend on Hepatitis C drugs  
 

3.1.9 
 

Purchase and Provision of Healthcare 
 

 Externals are overspent by £0.7 million in the year to date.  An increase in the number 
of paediatric bone marrow transplants, which are exclusions from the Glasgow service 
level agreements (which are paid on a cost per case basis), to overspend by £0.3m. 
The Golden Jubilee SLA for cardiology/cardiac surgery is the main driver for the 
remaining overspend. 
  

3.2 Health and Social Care Partnerships  
 

3.2.1 The total health budgets for the three Health and Social Care Partnerships are  
£419.9 million. 
 

3.2.2 Combined partnership health budget overspends are £1.5 million including the 
prescribing overspend of £2.7 million referred to in section 2.3 above. The Health 
Board is responsible for funding prescribing.  When this is done the overall partnership 
position is an underspend of £1.25 million. 
 

3.2.3 On an underlying basis North Partnership are £0.370 million underspent, East £1.271 
million underspent and South £0.391 million overspent.  South are overspent on 
Biggart Hospital and District Nursing. East are underspent on Mental Health Services, 
Allied Health Professionals and Hospital and Community Care whilst North are 
underspent on Specialist Mental Health Services. 

  
3.3 Other Clinical Services 

 
3.3.1 The total budget for Other Clinical services is £24.0 million and it is underspent by £0.5 

million.  This area includes the budgets for the Pharmacy teams, the New Medicines 
Fund and activity such as brain injuries and transcatheter aortic valve implantation 
(TAVI) replacements. The underspend is mostly as a result of vacancies in the central 
pharmacy team.  The New Medicines Fund continues to operate in line with budget.  
 
 

3.4 Clinical and Non-Clinical Support Services  
 

3.4.1 Support service departments have annual budgets totalling £118.1 million, with a £0.9 
million underspend for the year to date. This average monthly underspend of £0.1 
million has been a consistent trend since April. 
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3.5 Corporate Resource and Reserves 
 

3.5.1 Reserves are £3.4 million overspent for the nine months to December. This is largely 
as a result of the underlying deficit being held centrally offset by one off benefits. There 
was a £0.4 million charge from reserves in month 9. 
 

4. Efficiency and Transformation Programme 
 

4.1 The target for cash releasing savings in the 2019/2020 revenue plan is £23.2 million.  
We have achieved £12.2 million (53%) by the end of month 9.  Appendix 4 forecasts 
achievement of £16.4 million.  Ensuring delivery of the remaining target is key to 
achieving our financial targets in 2019/2020. 
 

4.2 The main schemes which are behind plan are Acute Operational CRES, adhering to 
the Nursing Budget and Intermediate Care and Rehabilitation.  An evaluation of 
Intermediate Care and Rehabilitation indicates that it has prevented some emergency 
admissions however no cash releasing savings have been achieved as no hospital 
beds have closed due to high numbers of delayed transfer of care. 
 

5. Workforce 
 

5.1 Against a funded establishment for the whole organisation of 9,626 whole time 
equivalent staff, hours worked in December 2019 amounted to 9,420. 
 

5.2 The table below shows the WTE staff used in each month from April to December 
2019.  The average is then compared with the average from April to December 2018. 
This shows an overall reduction of 13 WTE staff. 
 

 
 
5.3 

 
The graph below shows the trend for nursing staff.  We were 48 under establishment in 
month 9. 
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5.4 The year to date nursing agency spend of just over £1.3 million is above 2018/2019 

levels. We spent £0.157 million in month 9. The trend has been increasing since June 
and November was the highest month this year. December reduced by £0.05 million 
compared to November. 
 

 

 
  
5.5 We used 808 WTE medical staff, including locums and agency, which is 9 below the 

establishment.   
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5.6 

 
The graph below shows the trend in medical agency spend, which was £0.445 million 
in December. The spend up to and including the 7 October 2019 includes VAT which 
was not reclaimable. Subsequent agency spend is VAT recoverable and partially 
explains the reductions since September. The Board is only slightly behind plan to 
achieve the £1.0 million target reduction. 
 
 

 
 
5.7 All NHS Boards formally report consultant vacancies.  Consultant vacancies are a main 

driver for medical agency expenditure.  The chart below illustrates the trend of 
consultant vacancies within NHS Ayrshire & Arran over the last seven years. 
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5.8 

 
Staff sickness absence from work has organisational impact beyond the individual staff 
member, affecting other staff, service delivery, productivity and cost, where backfill 
arrangements have to be put in place. 
 

5.9 Driven by the Board’s People Strategy, the Health, Safety & Wellbeing Improvement 
Plan identifies the programme of work being undertaken to improve staff health and 
wellbeing and, through the Promoting Attendance Policy, to have a clear process for 
appropriately managing staff sickness absence. 
 

5.10 A national standard for sickness absence of 4% exists across NHS Scotland.  The 
graph below shows our performance against this target.   
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6. Risk assessment and mitigation 
 

6.1 The Strategic Risk Register has set out a risk for financial performance as very high.  
The Board has taken a number of steps to mitigate this position. 
 

6.2 A new cost pressure emerged following the rise in delayed discharges.  In August 
2019 we had 61% higher occupied bed days by delayed discharge patients than in 
August 2018.  This equated in August 2019 to 178 hospital beds being occupied by 
people who did not need hospital care.  This resulted in not living within nursing 
budget as additional beds require to be staffed.  This pressure was evident at both 
main hospitals and continued during the whole of the second quarter. It remains a 
pressure with Station 1 open at Ayr and 26 additional beds open at Crosshouse. 
 

6.3 The Chief Executive previously agreed to fund 34 care home places at a cost of £0.4 
million to improve patient flow and unblock delayed discharges at Ayr and Biggart 
Hospitals.  This funding is non-recurrent and on a specific patient basis.  This funding 
has been used to place patients in Care Homes who were previously in Ayr and 
Biggart Hospitals. An additional £0.3 million was also allocated to allow Biggart to 
have an additional 12 beds open until the 31sth March 2020. 
 

6.4 Based on the first seven months of Primary Care prescribing data there is a risk of an 
annual overspend of £3.6 million.  Volume growth has averaged 3.66% whilst 0.8% 
was provided for in budgets. A driver of this is the use of oral anticoagulants in place 
of Warfarin, causing £0.7 million of the projected overspend. Another driver is 
Freestyle Libre for type 1 diabetes patients, for which a new budget of £0.25 million 
was created in 2019/20. However spend is projected to be £0.6 million. 
 

7. Conclusion 
 

7.1 The revenue plan approved by the Board was a deficit of £14.75 million. 
 

7.2 After nine months the Board is £12.8 million overspent. The £12.8 million includes 
partnership underspends of £1.6 million which do not belong to NHS Ayrshire and 
Arran, without which the overspend would be £14.4 million. 
 

7.3 Additional beds resulting from operational pressure and delayed discharges, 
combined with high primary care prescribing costs and shortfall in CRES delivery  
(see paragraph 6.2 above) are the main reasons for the overspend being higher than 
expected. This has been offset in part by non-recurring benefits. 
 

7.4 The projection based on Month 9 figures shows a deficit of £14.73 million, in line with 
plan. This assumes a VAT tribunal related to prison medical services is successful 
with a benefit of £0.6 million. 
 

7.5 The Board has a reasonable prospect of achieving the required £14.75 million deficit 
outturn. 
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Appendix 1  
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Appendix 2 
Acute M9  
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Appendix 4 

 


