
 

 
CORRESPONDENCE FROM NHS HIGHLAND TO THE PUBLIC AUDIT COMMITTEE, 
DATED 14 AUGUST 2015
 
Response to the Public Audit Committee report published 17th June 2015  
‘Report on NHS Highland 2013/14: Financial Management’ 
 
In reviewing the report, the main themes that require a response from NHS Highland 
including actions taken or to be undertaken are summarised as: 

 Brokerage, 

 Board Governance, 

 Workforce Planning &  

 Financial Management 
 
1.  Brokerage – clarity of discussion and responsibility for seeking brokerage.  

Actions taken: 
- Amend the Scheme of Delegation of the Board to include the approval of seeking 

brokerage to be reserved for the Board and the approval of acceptance of 

brokerage with the terms for repayment. (Complete) 

- A revised Scheme of delegation for the Board has been approved at the Board 

meeting of the 11th August 2015 - see attached Appendix 1 (Complete) 

2. Board - Governance and Scrutiny of Performance by Board. 
Actions taken: 

- Governance review currently taking place at board level had been agreed by the 

Board, prior to the PAC report publication, as part of continuous improvement and 

is due for completion by December 2015. Current arrangements include 

membership of the 2 partnership committees (Highland Health & Social Care 

Committee and Argyll & Bute Governance Committee) by Non-Execs and a 

matching of the skill sets of the Board members to those required at these 

committees is part of the review. (Partially complete - due December 2015) 

- Peer review of Board to be determined in 2016 following the introduction of any 

changes following the Governance review. (Due 2016). 

- Development sessions with all Board members throughout the past year including 

Financial awareness, have raised the level of scrutiny – this is borne out in the 

external audit report for 2014/15 – see attached Appendix 2, paras 40 & 42. All 

board members have attended ‘on board’ training and new members do so within 6 

months of being appointed. (Complete) 

- Non-Execs are on the Delivering Financial Balance Programme Board and Non-

execs and councillors on the Improvement Committee, Highland Health & Social 

Care Committee and Argyll & Bute Governance Committee providing regular 

scrutiny of the financial position - see attached Appendix 2, paras 76 to 83. 

(Ongoing) 

 
3. Workforce Plan for NHS Highland is summarised in Appendix 3 attached – 

included is 
- a Workforce plan Summary 

- the Vacancy Control process 

- information on Sickness Rates in NHS Highland and 



 

 

- the process for agreeing to establish the 3 deputy Directors of Operations positions. 

4. Financial Management, Planning and Monitoring: 
The PAC report has asked the Auditor General for Scotland to provide assurances 
and reply directly regarding the following items identified within the report. We have 
added relevant comments against each paragraph:- 

 
PAC report paragraph 34 

- Board’s use of management reports to improve efficiency/effectiveness –see 
Appendix 2, paras 40-45 of the Financial Management Review by Audit Scotland 
(May 2015) 

- Robustness of FM and scrutiny – see Appendix 2, para 42-45 
 
PAC Report paragraph 35 and 36 

- The Auditor General has been asked to report directly to the PAC on the Raigmore 
Budget and Recovery Plan for next 3 years  

 
PAC Report paragraph 114 

- How is the Board using the 2014/15 NRAC resource to support Long Term redesign 
plans?  
NHS Highland has incorporated its additional NRAC funding into its overall 5 year 
financial plan. The financial challenges facing the NHS in Scotland going forward 
are considerable with additional costs associated with pension cost increases and 
national insurance increases being in addition to the normal financial pressures 
expected with new drugs, an ageing population, etc. The additional NRAC 
resources over this time period will effectively reduce the overall savings needed as 
a result of these additional pressures 

- Clarification from the Workforce Plan on the decision to recruit to 3 Deputy Directors 
posts – see Appendix 3. 
 

PAC Report Conclusion 
- The Auditor General has been asked to report directly to the PAC regarding 

progress on completion of the Raigmore Internal Audit Action Plans. 

 
 
Appendix 4 attached shows the paragraphs highlighted in the PAC report to which we are 
expected to respond to and references the paragraphs above where these points are 
addressed.  



 

 

Appendix 1 
 
The items shaded in grey are additions to the Scheme of Delegation that were 
approved by the Board on 11 August 2015. 
 
SCHEME OF DELEGATION – NHS Highland Board 
              
A. As part of MATTERS RESERVED FOR BOARD DECISIONS AND/OR 

APPROVALThe following matters shall be reserved for approval by the Board, as 

determined by Standing Orders: 

 Strategic and Board Wide financial business plans and budgets, although 
detailed figures will be prepared by Highland Health & Social Care 
Committee, Argyll & Bute Governance Committee and Corporate Services 
within the targets agreed at Board level. 

 Where Financial Plans or forecast indicates that, after exploring all 
other avenues of reducing expenditure and sourcing funding, 
brokerage (additional repayable funding from SGHSCD) may be 
necessary then the Board will approve this approach to SGHSCD by 
the Chief Executive and Director of Finance. The Board will approve 
acceptance of any potential brokerage. 

 Approval of Standing Orders and Standing Financial Instructions. 

 Approval of Outline and Final Business cases for assets with a lifetime value 
over £1,500,000  

 All disposal or purchase of property/land. 

 Local Delivery Plan including Financial Plan 

 Appointment of Auditors 

 Investment Strategy for Exchequer Funds noting that discharge of Trustee 
responsibilities in relation to Non Exchequer Funds will be a matter for the 
Trustees 

 Approval of the Annual Report and Accounts. 

 The establishment, terms of reference, and reporting arrangements for all 
Committees, and Sub Committees acting on behalf of the NHS Board. 

 Policies, including arrangements for the appointment/removal and 
remuneration of key staff. 

 The launch of the consultation process for Major Service Changes. 

 The approval of Major Service Changes. 

 Other duties prescribed in the Highland Partnership Agreement. 

 

 

 

 



 

 

B. As part of SCHEDULE OF MATTERS DELEGATED TO OFFICERS OF THE 

BOARD 

..new additional paragraph for the Chief Executive’s responsibilities :- 
The Chief Executive, acting together with the Director of Finance, will 
approach the SGHSCD where brokerage may be required and report back to 
the Board the outcome on a timely basis and as soon as possible following 
discussions. It is for the Board to accept any brokerage and the terms 
negotiated. 

  



 

 

Appendix 2 
 
Extracts from the Audit Scotland Report ‘NHS Highland Financial Management 
Review - May 2015’:- 
 
Note that the full report was submitted as evidence to the PAC and can be accessed at the 
link below.  These extracts are provided as evidence of actions taken to address issues 
raised. 
 
http://www.scottish.parliament.uk/S4_PublicAuditCommittee/General%20Documents/NHS
_Highland_external_audit_review_May_2015.pdf 
 
40. During 2014/15 we reviewed the progress the board had made to address the risks 
highlighted and concluded that the board had strengthened the financial management 
arrangements in place. Action taken included:  

 close monitoring of progress on savings trajectories which led to the development 

of an in-year recovery plan to address the projected shortfall  

 on-going monitoring of the savings charters and the recovery plan by the Delivering 

Financial Balance Programme Board  

 inclusion of a savings table in financial reports showing projections by month along 

with actual savings achieved  

 development of a training programme for budget holders at Raigmore  

 more stringent controls over the use of locums across the operational units.  

41. We reviewed the board’s standing financial instructions and standing orders, which are 
updated annually, and concluded that they provide a clear framework for financial 
management, are comprehensive and current. The board’s standing financial instructions 
and standing orders are also available to all staff on NHS Highland’s intranet.  

42. Financial monitoring reports (both revenue and capital) are submitted to all meetings of 
both the board and the Improvement Committee and tailored financial reports are also 
reported to a number of other committees. As part of their Section 22 review, internal audit 
recommended adopting an earlier closedown of the financial ledger to enable more timely 
monthly reporting and monitoring of the financial position and management agreed to 
review the feasibility of this change. The internal audit review also highlighted that the 
content of finance reports had been amended during 2014/15 to include more details on 
the risks involved in achieving savings or reducing the overspend along with a trajectory of 
savings. The following changes were also recommended to clarify the language used and 
to provide additional information:  

 more detail on the key assumptions underpinning the plan  

 more detail on the risks associated with particular savings targets/charters 

 more information on action plans in place around savings 

 analysis by type of spend as well as by operating unit  

 details on savings targets and milestones  

 forecast profile of expenditure over remaining months as well as year to date and 
year end forecasts.  

 
43. Management has agreed to consider making the recommended changes to the 
financial reports and a review is currently underway. Amendments would be actioned from 

http://www.scottish.parliament.uk/S4_PublicAuditCommittee/General%20Documents/NHS_Highland_external_audit_review_May_2015.pdf


 

 

June 2015. It was also agreed that the dates of Board meetings would be moved from 
September 2015 to allow more timely financial reports to be presented.  

44. As auditors we observed a number of board and committee meetings each year to 
inform our approach to the audit. During 2014/15 members challenged and questioned 
officers on significant variances and service performance issues.  
 
 
 
Conclusion on financial management  
45. We have concluded that the board has strengthened its financial management 
arrangements during 2014/15 to support its review and scrutiny of financial performance.  
 
 
Transparency  
76. Local residents should be able to hold the board to account for the services it provides. 
Transparency means that residents have access to understandable, relevant and timely 
information about how the board is taking decisions and how it is using its resources.  

77. The performance of all NHS boards is subject to an annual review process, which aims 
to encourage dialogue and accountability between local communities and their Health 
Boards. The annual review for NHS Highland was held on the 9 June 2014 where the 
Minister for Public Health met with the Area Clinical Forum, Area Partnership Forum and 
the full board. There was also an open session where members of the public could share 
their experiences and raise issues with the Minister.  

78. The Minister acknowledged that the board had good relationships with planning 
partners and was performing well against the majority of its performance targets.  

79. Board and committee meetings that form part of the formal governance structure are 
formally minuted. Previously various informal meetings including board development 
sessions were not minuted and following an internal audit recommendation, the board has 
agreed to minute its development days, starting from March 2015. It is also more clearly 
recording communications with members’ outwith the formal board meetings. We also note 
that a review of the board's governance and committee structure is currently underway 
and will be reported to the Board in December 2015.  

80. Members of the public can attend meetings of the Board and have ready access to 
board papers on the internet. This is supplemented by a live webcast of board meetings 
via the website. The board papers include assurance reports from the Improvement 
Committee where all aspects of performance are monitored including waiting times and 
access targets. The assurance reports include the measures being taken  
 
83. Overall we concluded that the board is open and has taken steps to improve 
transparency during the year.  
  



 

 

Appendix 3 
Workforce Plan - Summary  
In its Workforce Plan 2014/15, NHS Highland set out plans to reduce medical locum spend 
and made reference to a specific Key Project Charter which had been developed to 
achieve this. In May 2015, the Workforce plan Rolling Action Plan was presented to the 
Staff Governance Committee advising that the actions from the Key Project Charter have 
been completed:  

 An audit of the current position was recently undertaken by internal auditors. The 
report reflected the amount of improvement work that has been undertaken & made 
minor recommendations to further improve a small number of the controls currently 
in place. 

 Locum protocol has been reviewed and communicated in the organisation. In use in 
most areas. 

 
Vacancy Control 
All vacancies have to be approved by the Workforce Monitoring Groups in the Operational 
Units - Raigmore Hospital which meets on a weekly basis, and fortnightly or monthly, 
depending on demand, in the other operational units. These groups ensure posts are 
properly funded and that opportunities for service redesign or development have been 
considered. Vacancies approved through this route are then forwarded to the recruitment 
staff to process. These groups have operational and clinical management, staff side, HR 
and finance representation. 
There are cases where despite best efforts we have been unable to recruit to particular 
clinical and non-clinical posts and where this has been the case we have had to look at 
both short-term and long-term solutions. Such cases are mainly down to shortages of 
particular specialties in the local and global labour markets.  
However, on occasion, we delay filling vacancies when the service can adapt and it is safe 
to do so for both budget management and workforce flexibility purposes. In such cases we 
need to ensure patient safety will not be compromised and any pressure on teams is 
closely monitored. Any such delays would only be for relatively short periods, as is normal 
in many organisations. Quality improvement and service redesign often underpins reasons 
for holding vacancies and using supplementary staffing, within agreed parameters.  
Workforce establishments are regularly reviewed and use validated workload and 
workforce planning tools, where available and other methods which allow the Board to 
understand acuity, variable demand, flow, such as Lean methodology, Demand Capacity 
Activity Queue (DCAQ) and a range of tools that are used within the HQA.   
 
Sickness Rates 
The NHS Highland sickness absence trend is broadly static with only very minor 
fluctuations in rate. In March 2014, the sickness absence figure for NHS Highland was 
4.95% with an annual trend of 4.82% compared to the Scotland annual trend figure of 
4.76%. In March 2015 the sickness absence figure for NHS Highland was 4.82% with an 
annual trend of 4.91% compared to the Scotland annual trend figure of 5.04% 
We have noted in the last two years that the increase was identified in part, as a result of a 
higher level of long term sickness absence for local authority staff, transferred to NHS 
Highland following the integration of health and social care from 1st April 2012.  We 
continue to identify a residual factor associated with this change, particularly related to 
chronic long term illness, but this is now being positively managed through our 
management and OHS processes. 
Continuing efforts to reduce long term sickness absence are directed towards individual 
case management and supporting rehabilitation strategies. A regular audit of long term 
cases is undertaken to ensure early and appropriate interventions to assist people back to 



 

 

the workplace. Sickness data is reported monthly to the HPF and quarterly to the Staff 
Governance Committee and our reporting has recently undergone a review and revisions 
to augment data analysis. There continues to be a proactive approach to ensure that the 
health status of absent staff is understood and that the organisation is able to support staff 
to return to work or address other aspects in line with organisational policies. Sickness 
rates are routinely reported to governance committees and if they increase they are 
reported to the Improvement Committee. 
 
Establishment of new Deputy Director of Operations positions 
After the publication of NHS Highland’s Workforce 2014/15, which the Board agreed in 
August 2014, the Board held a discussion about additional capacity for Transformational 
Leadership and Management at its meeting in March 2015. The need was identified to 
provide additional leadership, management and Project Management capacity.  As well as 
being agreed by the Board, the need for additional capacity was agreed by the Senior 
Management Team and the staff-side (Partnership Forum). 
This development follows on from  Paul Gray’s visit to  NHS Highland at the beginning of 
2015 and a discussion about what  NHS Highland need to do next to achieve 
Transformational Change, in relation to 4 priority areas:  Services at Caithness General 
Hospital, Wick;  Transforming Out – Patients Services; Out of Hours Services and Adult 
Health and Social Care Community Services -  as well as focusing on the Targets we need 
to deliver on A&E Waits, Delayed Discharge, TTG and Cancer Waiting Times. This timely 
discussion during the period that  the Board was developing its Local Delivery Plan for 
2015/16, focused on the need for additional Leadership and Management capacity to 
achieve these changes, as well as looking for expert Project Management skills, which we 
anticipate will be provided by National Services Scotland. 
In discussion with the Directors of Operations in North Highland HSCP, it has now been 
agreed that additional capacity will be provided by the creation of 3 new Deputy Directors 
of Operations Posts, to support the Director of Operations in the 3 operational units in 
North Highland.  
The Board has already made significant progress in contributing to the NHS Scotland 25% 
reduction in senior management posts between 2010 and 2015 – we have exceeded 25% 
in Highland. Following the integration of health and social care services in North Highland 
in 2012, we did reduce the number of managers that had previously existed in Health and 
Social Care – allowing for new structures and operational ways of working to embed - and 
this has been acknowledged both at local and national level. 
The new Deputy Directors of Operations are being appointed on Agenda for Change 
Terms and Conditions. Staff side representatives, Highland Partnership Forum and Local 
Partnership Forums in the operational units have been fully engaged in this development.  
  



 

 

Appendix 4 
 

PAC Report – 17th June 
2015 
Highlighted paragraph 

Section in Response above, covering the 
paragraphs 

  

  

11 &12 Summary Brokerage – Scheme of Delegation/Board Meetings 

 Board – Governance & Scrutiny 

  

24 – 29 & 33 – 36 - Raigmore Financial Management, Planning & Monitoring –  

 ...progress against Internal Audit actions 

 ...compensating over v underspends – Board 
scrutiny 

 ...Raigmore underfunded – cause of position 

 ...3 year Plan for Raigmore 

  

57 – 62 – Fin Man 
Weaknesses 

Brokerage – Scheme of Delegation/Board Meetings 

  

72 – 79 – Role of Board Brokerage – Scheme of Delegation/Board Meetings 

 Board – Governance & Scrutiny 

  

81 – 82 – Board Peer 
Review? 

Board – Governance & Scrutiny 

  

85 – 88 - Role of SG Brokerage – Scheme of Delegation/Board Meetings 

  

102-105 – 2014/15 and 
future 

Workforce Plan is being summarised and justification 
for deputy DOOs appointment 

  

112 – 114 – NRAC  Financial Management, Planning & Monitoring – 

 ....NRAC feeding in to long term plans.... 

 ...&  justification for deputy Director of Ops 
appointment 

  

  

  

  

 
 


