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PUBLIC ACCOUNTS COMMITTEE – 11 NOVEMBER 2014. 
 

Wales Audit Office Report - NHS Wales: Overview of Financial and 
Service Performance 2013-14. 

 
 

Note from the Director General Health and Social Services. 
 
 
Introduction 
The Welsh Government welcomed the Wales Audit Office report NHS Wales: Overview 
of Financial and Service Performance 2013-14 which was published on 14 October 
2014. The report is the third report in consecutive years to report on the financial and 
service performance of the NHS. 
 
The report provides a detailed assessment of the financial position across NHS Wales 
in 2013-14 and also looks at performance in the delivery of services focusing on those 
areas that the Department has identified as a priority. 
 
It is pleasing to note that the report acknowledges the Department has further 
strengthened its financial management arrangements and also recognises the good 
work that continues in delivering savings, although it acknowledges this is becoming 
increasingly difficult. Furthermore the report comments on the excellent work that has 
been done to promote medium term integrated planning.  
 
 
Financial Performance  
In 2013-14 the Department successfully managed to outturn within the overall 
resources approved by the National Assembly for Wales. This was a considerable 
achievement when we consider the significant service and financial pressures facing 
the NHS and the increasing demands being placed on the Welsh Government’s health 
and social services budget.  
 
However, whilst the Department achieved financial breakeven, additional resource was 
not provided to those NHS bodies which were unable to get close to a breakeven 
position and consequently three NHS bodies received a qualified regularity audit 
opinion on their accounts. The decision not to provide additional resource was intended 
to send a clear message that missing financial targets would have consequences and 
those that significantly overspent would not be rewarded with additional funding in the 
future. 
  
The current and on-going management and monitoring arrangements of the NHS 
financial position will be directly linked to the integrated service plans provided at the 
start of the financial year. The NHS Finance (Wales) Act 2014, which came into force 
on April 1 2014 gives health boards the flexibility to manage their finances over a three-
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year period and it provides them with a real opportunity to plan more prudently and 
avoid inappropriate short-term decisions being taken at the end of the financial year.  
Although not all health boards were able to obtain Welsh Government approval of three 
year integrated service plans for the period 2014-15 to 2016-17 we have been working 
closely will all organisations to ensure the next round of plans covering the period 
2015-16 to 2017-18, due to be submitted by the end of January 2015, will show an 
improvement in the quality and robustness of those plans. 
 
The Committee will be aware of the independent report of the Nuffield Trust published 
in June of this year which provided a detailed assessment of the demands and 
pressures facing the NHS in Wales and quantified the significant funding gap the NHS 
would face going forward. 
 
The report also commented on the measures the NHS has already taken to close the 
funding gap and those it must continue to take in the short and medium term.  
 
To maintain a sustainable NHS under continued public austerity pressures, the report 
informed the announcement made by the Finance Minister on 30 September of the 
proposal to provide the Health and Social Services department with an extra £200 
million in the current year and an additional £225 million in 2015-16. This funding will 
support the continuing delivery of services and provide the flexibility to enable the NHS 
to continue its programme of reform.  
 
 
Delivery Performance 
I am pleased to note that the report recognises the NHS is meeting its new targets on 
childhood vaccinations, access to primary care and in reducing the number of patients 
admitted to hospital as a result of chronic conditions. They are evidence that the NHS 
in Wales is moving towards caring for patients closer to their home in line with our 
strategic direction for the service. We also recognise there are areas of performance 
we need to improve on. We will continue to work with the NHS to ensure we focus on 
that improvement.  
 
 
 
Reports Recommendations 
The report concludes with 4 recommendations which have all been accepted and I 
have attached the Welsh Governments initial response in relation to each (Appendix 1). 
Many of the observations and recommendations are consistent with actions the 
Department is already undertaking. I also thought it would be helpful to provide the 
Committee with an update to the recommendations it made in its report on WAO’s 
previous report ‘Health Finances 2012-13 and Beyond’ published in March 2014, which 
is also attached at Appendix 2.
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Appendix 1 
WAO Report: NHS Wales: Overview of Financial and Service Performance 2013-14 

 

Recommendations and Welsh Government responses 
 

 
Recs 
No 

Recommendation Summary 
 

 Progress / Update 

1 During the second half of 2013-14, the 
Department was managing a very difficult 
financial situation with a real risk that the NHS 
bodies would deliver a deficit that the 
Department could not afford to cover. During this 
period, the Department was receiving different 
projections and mixed messages from within 
some NHS bodies as to what the final position 
would be.  
 
In future, the Department should ensure 
that all NHS bodies produce a single 
projected year-end position that is owned 
and agreed by the Chair, Chief Executive and 
Finance Director of each NHS body. 
 
 

 Accept 
 
The importance of ensuring robust and well informed 
forecasts has been re-emphasised to all NHS 
organisations. This has been done through the Chief 
Executives meetings and relayed directly to the NHS 
Finance Directors. 
 
Furthermore the monthly detailed monitoring returns 
submitted to the Welsh Government, which includes the 
latest year end forecast outturn, are supported by a written 
commentary signed by both the Chief Executive and 
Director of Finance. 

2 Across Wales, NHS bodies face a number of 
challenges managing their estate and other 
assets such as ICT and medical equipment 
against a backdrop of reducing resources. The 
Department is currently implementing plans to 
improve the prioritisation of capital expenditure 
across Wales.  
 
The Department and NHS bodies need to 
ensure that for capital expenditure: 

 
 

Accept 
 
Following the submission of their  Integrated Medium Term 
(IMPT) Plans at the beginning of the 2014-15 financial 
year, organisations were requested to provide a list of 
prioritised capital schemes in a letter from the Deputy 
Chief Executive of the NHS on the 29th of May 2014.  The 
commission included details of four Ministerially agreed 
investment objectives along with five investment criteria 
covering health gain, affordability, clinical & skills 

T
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Recs 
No 

Recommendation Summary 
 

 Progress / Update 

 
• NHS bodies clearly identify their capital 
expenditure needs based on their three-year 
plans and these are supported by robust 
approved business cases which set out the 
capital and revenue implications along with 
the impact on services; and 
 
• the Department will need to ensure it 
develops and improves the strategic 
capital programme based on the planning 
priorities and investment objectives agreed 
in the three-year plans. 
 

sustainability, equity and value for money.  These returns 
were requested to be submitted by the 27th of June 2014. 
 
An expert panel has met three times to date to consider 
the returns received from organisations.  The intention 
being to identify a pipeline of schemes which show clear 
alignment to the organisation’s IMTP and that sufficient 
evidence has been provided against the investment 
criteria.   
 
The expert panel is due to meet again in early November 
with a view to providing recommendations to the Minister 
later in the month.    
 

3 The introduction of three-year integrated 
planning across NHS bodies is a significant and 
positive step forward. As would be expected with 
a new approach, some aspects could be further 
strengthened.  
 
In its updated guidance on three-year 
integrated planning, the Department should 
require that NHS bodies: 
 
• undertake sensitivity analysis, showing 
how changes in their assumptions including 
finances, demand, and workforce would 
impact on their plans; and 
 
• develop high-level contingency plans 
setting out how they intend to respond 
should performance depart from the agreed 
plan. 

 Accept 
 
 
The revised NHS Planning framework, issued to the 
service on October 31, includes sections detailing the 
Welsh Government’s expectations of the plan 
development and approvals process.   
 
Both require Health Boards and Trusts to undergo a 
thorough process, including sensitivity testing and putting 
in place contingency plans.  There is also a section at the 
end of the document detailing governance expectations. 
 

T
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Recs 
No 

Recommendation Summary 
 

 Progress / Update 

 

4 Overall the Department is making reasonable 
progress in implementing our previous 
recommendations. However, there are two 
areas where progress has been slow.  
 
The Department should strengthen and 
increase the urgency around: 
 
• the challenge it provides to NHS bodies on 
the reported workforce savings and the scale 
of workforce changes; and 
 
• facilitating NHS bodies to share learning 
and lessons from successful (and 
unsuccessful) efforts to deliver sustainable 
service improvement and, where relevant, 
cost reductions. 

 
 

Accept 
 
The refreshed Planning Framework, issued on October 31, 
covering guidance on planning requirements for the period 
2015-16 to 2017-18 includes refreshed and updated 
workforce savings templates which will provide additional 
analysis required for effective challenge. Separately and in 
addition to this, the message concerning realistic and 
integrated savings plans for workforce has also been 
conveyed to the Directors of Finance group, with further 
messages to HR Officials to ensure improved manpower 
planning. 
 
In terms of facilitating learning and lessons from delivering 
sustainable service improvement and cost reductions the 
Directors of Finance group have set up a newly constituted 
sub group ‘the Sustainability and Delivery group’ to 
specifically focus on the sharing of good practice and 
savings schemes. 

 

T
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Appendix 2 

RESPONSE TO THE NATIONAL ASSEMBLY FOR WALES PUBLIC 
ACCOUNTS COMMITTEE REPORT ON HEALTH FINANCES 2012-

2013 AND BEYOND. 

Report Published 6 March 2014 

 

The Welsh Government welcomes the findings of the report and offers the 
following response to the reports 12 recommendations. 

 
 
Recommendation 1.  
The Committee recommends that the Welsh Government publishes a clear 
rationale for funding allocations of additional in year resources to NHS 
bodies. This would allow greater transparency and clarity in budgets and 
help to ensure that the resources are being allocated appropriately and 
value for money.  
 
Response:-  Accept 
 
The Welsh Government is fully committed to greater transparency and clarity of 
budget allocations and the rationale that supports them. For example the health 
minister made a statement in October 2013 clearly setting out the process and 
rationale for the additional allocation that was provided in 2013-14.  

Furthermore following the enactment of the NHS Finance (Wales) Act and the 
introduction of new and more robust planning arrangements that underpin it, 
Health Boards will have certainty and total clarity of their budget allocations 
covering the planning period. Any additional financial flexibility provided under the 
authority of the NHS Finance (Wales) Act will only be provided when the request 
is supported by a clear business case outlining the reasons for and how the 
additional resources will be used.  Similarly any further allocations made in year 
will be underpinned by a clear and transparent rationale on how the funding will be 
deployed and the outcomes that are required to be delivered. 
 
Implementation date: Actioned and on-going 
 
 
Update as at 5 November 2014 
As part of the draft budget announcement made on 30 September the Finance 
Minister announced an additional £225m for the Health and Social Services MEG 
in 2015-16 and £200m in the current financial year. The Health Minister made it 
clear in the budget documentation and subsequently whilst attending the Health 
and Social Services scrutiny Committee session, that the additional funding in 
2015-16 would be allocated in accordance with the Townsend Formula and with 
reference to the NHS bodies integrated medium term plans. During the current 
financial year the additional funding will be allocated in accordance with the 
requirements as set out in the individual service plans of the Health Boards. This Tudalen y pecyn 6



supports a clear rationale to provide funding on the basis of identified need 
supported by evidence contained within the integrated service plans. 
 
 
 
 
Recommendation 2.  
As recommended in the Committee‘s previous report, we recommend that 
the Welsh Government hold senior management to account more 
rigorously, to ensure transparency for financial decisions. In particular, the 
Committee want to see a thorough process put in place to ensure 
accountability for any additional in year resources provided by the Welsh 
Government or other NHS bodies for specific purposes such as brokerage.  
 
Response:- Accept 

The Welsh Government fully endorses the need to hold senior management to 
account. The Committee will be aware that the Welsh Government has worked 
closely with the WAO and HIW to establish a new escalation and intervention 
framework. This framework includes the action to be taken where delivery and 
performance is falling short of expectations. This may involve a range of actions 
from simple assurance reviews to fully directed intervention.  

Officials meet monthly with Health Boards and Trusts, as well as receiving 
detailed monthly returns to establish if the organisation is delivering in accordance 
with its plan. This is supported by policy area specific meetings as required. The 
intelligence from these meetings is collated via monthly Integrated Delivery Board 
meetings held within Welsh Government. This Board uses both data and local 
intelligence to determine the appropriate escalation level and any associated 
interventional actions required to ensure performance returns to agreed 
trajectories. This process also involves a more integrated approach to the 
performance management of Health services, better linking plans, priorities, 
finance and performance. 

Senior managers are held to account through these new arrangements.  

The new escalation and intervention framework can be found within the 
publications section of the Welsh Governments website. 
 
Implementation date: Actioned and on-going 
 
 
Update as at 5 November 2014 
The Welsh Government continues to hold Health Boards and Trusts to account 
through the Performance Management structures. The approach has been 
amended slightly to reflect the new 3 year Integrated Medium Term Planning 
process, and as part of this, organisations are required to provide delivery profiles 
for key delivery measures. All organisations are required to attend bi-monthly 
Quality and Delivery Meetings to monitor progress against their submitted delivery 
profiles for in year-delivery. Where organisations are not delivering to profile, the 
frequency of these meetings can be increased to monthly, and additional theme 
specific meetings held to discuss areas of specific concern (for example Quality 
issues, Unscheduled Care or Planned Care). Tudalen y pecyn 7



 
Where organisations have agreed 3 year plans and are delivering in accordance 
with their profiles, then this could earn them some autonomy and the frequency of 
Quality and Delivery Meetings may become quarterly to reflect that performance.  
 
It is against these profiles that they are held accountable, and any escalation is 
applied through the existing performance management structures. This escalation 
continues to be considered by the Welsh Governments Internal Delivery Board, 
which is supported by a new Quality and Safety Assurance Group which looks in 
detail at all matters that impact on the quality and safety of services being 
delivered. 
 
In addition to the Quality and Delivery Meetings, there are 6 monthly Joint 
Executive Team Meetings held between the Executive Director Team in DHSS 
and the Executive Teams of NHS organisations, Chaired by the Director 
General/Chief Executive of NHS Wales. These are also a formal part of the 
accountability arrangements. 
 
Following each round of JET meetings, a tripartite meeting is held with WAO and 
HIW under the NHS Joint Escalation and Intervention Arrangements published in 
April 2014. At these meetings, the 3 bodies share information and intelligence on 
each of the NHS organisations, and agree an escalation status as described in the 
joint Escalation and Intervention Arrangements. This escalation status for each 
organisation is made publically available. The first Tripartite meeting following the 
introduction of the arrangements was held in July 2014. Any of the 3 bodies may 
call a meeting to discuss any NHS Health Board or Trust if in the intervening 6 
month period, it identifies areas of concern that it feels should be shared and 
discussed to consider a review of that organisations escalation status. 
 
 
 
 
Recommendation 3. 
The Committee recommends, in order to enhance transparency and 
accountability, the Welsh Government publish, the monthly financial 
position of NHS Wales in a timely and accessible fashion.   
 
Response:- Accept 

Detailed monitoring information, showing the actual position to date and current 
year end forecast information, together with appropriate commentary is provided 
to the Welsh Government each month within 9 working days of the month end. 
Considering the complexities and the level of detailed information requested this is 
considered to be a very efficient and timely submission process.  

The monthly financial position of each NHS organisation is currently published as  
part of their monthly Board papers and although this information is already publicly 
available at an individual organisational level, it is the intention of the Welsh 
Government to also publish the collective position each month.  

Further consideration will be given as to the most appropriate method by which 
this will be done. 
 
Implementation date: July 2014 

Tudalen y pecyn 8



 

 
Update as at 5 November 2014 
In order for the publication of the collective NHS financial position to be informative, the 
data would need to be accompanied by an appropriate balance of contextual narrative.  
Each NHS organisation will be facing their own particular challenges and the most 
suitable method by which to publish financial and non financial information, combined 
with other performance / planning information of NHS organisations remains under 
consideration. 

 
 
 
Recommendation 4.  
The Committee recommends that the Welsh Government considers how it 
presents future budgets to ensure that it fully explains - in budget tables 
and the accompanying narrative report - the impact of any substantial 
changes following the supplementary budget on year-on-year comparisons. 
  
Response:- Accept  
 
The Welsh Government is committed to continuously improving the presentation 
of Budget information with a goal of enhancing transparency and supporting the 
Assembly‟s effective scrutiny.  In line with this, the Minister for Finance has 
worked closely with the Finance Committee in recent years to improve the 
transparency and presentation of budget material, including the best basis for 
comparing spending plans.  As a result, the Welsh Government uses the most 
recently published figures for the previous financial year as a baseline.   

The Welsh Government accepts however that the presentation of the health 
funding in the Draft Budget last Autumn did not fully reflect the impact of the in-
year allocation to health announced alongside the Draft Budget.  That is why the 
Welsh Government included a footnote to the comparable Table in the Final 
Budget, a step which has been welcomed by the Public Accounts Committee. 

The Welsh Government will continue to look at ways of improving the presentation 
of Budget material including year on year comparisons, in future Budgets. 
 

Implementation date: Actioned 
 
 
Update as at 5 November 2014 
To maintain clarity, the Welsh Government included a footnote again to the 
comparable tables published in the draft budget announced by the Finance 
Minister on 30 September 2014.  
 
 
 
 
Recommendation 5.  
The Committee recommends that local population needs, value for money 
and transparency are key considerations in the scope of the Review of the 
Allocation Basis and that no significant changes be made to the allocation Tudalen y pecyn 9



formula without full consideration of the potential impact of redistribution 
on local health services.   
 
Response:-  Accept 

A commitment to review the basis of revenue allocation was given within the 
publication of “Together for Health‟ a five year vision for the NHS in Wales. The 
key requirement for the Resource Allocation review will be the equitable 
distribution of resources in line with the population needs.  It is important to note 
that in developing an allocation formula the local population needs will be used to 
determine the relative not absolute health needs within Wales.  The Welsh 
Government acknowledges that it is essential that the basis of the formula is 
transparent, understandable and reliable. 

Previous allocation formula implementation has been based on the differential 
distribution of growth funding to those areas most under target so that no 
organisation suffered a reduction in their allocation.  In the context of public 
finance austerity the implementation of the formula, including phasing of 
implementation, particularly around any redistribution, will necessitate full 
consideration of potential impact. 

Issues of population needs, value for money and transparency are key 
considerations which need to be taken into account, in all matters of resource 
allocation.  
 
Implementation date: December 2015 
 
 
Update as at 5 November 2014 
The Minister has met officials to discuss and agree the approach to the Resource 
Allocation Review Programme.  It is acknowledged that the allocation formula 
needs to be kept under constant review and some changes may take some time 
to implement.  However, in light of the clear recognised demographic changes, 
over the last few years, and those projected going forward, a number of short term 
goals and improvements will be prioritised to maximise benefits and to help 
achieve sustainable services in the short term.  These include: 
 
 Reviewing and fine tuning the weaknesses and limitations in collection of 

information and applications of the current direct needs formula e.g. 
information collected through the Welsh Survey; 

 
 Aligning allocations and the formula around the key strategic objective  to shift 

resources in line with the prudent healthcare agenda and towards earlier 
prevention and treatment; 

 
 Addressing problems in funding flows between NHS organisations and 

communities; 
 
 A review of continued ring-fencing of allocations within integrated health 

organisations, including bringing forward the mental health ring fence review 
into 2014; and 
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 To develop other funding mechanisms and incentives to ensure that the 
transfer of care to appropriate primary and community services is achieved.  

 
 To develop an on going Resource Allocation Review programme to maintain, 

update and further develop the formula to reflect latest evidence, population 
needs, financial and allocation data.  

 
The initial phase of this work is updating the “Townsend” direct needs formula with 
the latest available datasets on population, Welsh Health Survey, Cancer 
Registry, Programme Budget Costs, Births, Population and Age Cost Weights..  
This update will inform the additional allocation of the £225m in 2015-16.  The 
second stage of the work will be: 
 
 reviewing the validity of datasets against other potentially suitable datasets,  
 
 assessing whether health inequalities and deprivation are appropriately 

addressed and recognised and  
 
 whether differing demographics and changes in demographics sufficiently 

covered 
 
 
 
Recommendation 6.  
The Committee recommends that the Welsh Government commission a 
piece of work to consider approaches to profiling potential pressures and 
how this can be used as an effective management tool within the NHS 
Wales.  

Response:-  Accept 

This is being taken forward as part of the new Planning Framework issued in 
November 2013. 
 
Historically Welsh Government has required Health Boards and Trusts to submit 
recovery profiles where performance has deviated below the required standard. In 
developing the new Planning Framework and Guidance for the Integrated Medium 
Term Plan (IMTP) process for 2014-2017, consideration was given to how delivery 
profiles could be used to support the effective management of health services. 
This is central to an approach whereby Health Boards and Trusts are robustly 
managed against their agreed plans. 
 
All Health Boards and Trusts are required through the planning guidance to 
submit detailed delivery profiles for the full range of tier 1 performance areas as 
well as finance. These profiles will be used to performance manage the 
organisations from April 2014, and will form the basis of the performance 
management meetings within the National Delivery Framework. Performance 
against planned profiles will then be used to review organisations escalation 
status, in line with the new Escalation and Intervention Framework developed in 
partnership with Health Inspectorate Wales and Welsh Audit Office. This will be 
supported in year through regular meetings to discuss and share intelligence.   
 
Implementation date: Actioned 
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Update as at 5 November 2014 
As part of the planning process, all Health Boards and NHS Trusts are required to 
provide delivery profiles for the full range of performance indicators. The planning 
round in 2013/14 was the first time NHS organisations had been asked to provide 
this at the start of the year to demonstrate how their plan would be delivered. . 
 
This has enabled performance management to focus on the delivery actions 
contained in Health Board Plans in the most rounded way, as opposed to focus on 
in-month delivery of a target performance level. This process has also enabled 
organisations to plan delivery and be monitored in a way that can reflect their 
proposed means of delivery, taking into account more transparently inert-
dependencies within the system. For example, the way in which unscheduled care 
pressures and planned care services can impact on each other. 
 
This has helped organisations plan delivery of services in a more holistic way, and 
ensures that performance management of delivery doesn’t inadvertently promote 
the wrong behaviour and response. 
 
 
 
 
Recommendation 7.  
The Committee recommends that the Welsh Government sets out the 
process for agreeing the three year budgets for health boards and how this 
differs from current processes, as well as how it intends to resolve any 
disputes that may arise during this process.   

Response:- Accept 

The process for agreeing the three year budgets for Health Boards is intrinsically 
linked to the process for agreeing Medium Terms plans (covering finance, service, 
workforce performance, and quality), which was set out within the NHS Wales 
Planning Framework issued to all NHS organisations in November 2013.  

There has been a strengthening in Medium Term Planning capacity at a Health 
Board and Trust level and an increase in the level of scrutiny undertaken within 
the Welsh Government.  The plans submitted to Welsh Government are subjected 
to extensive multidisciplinary assessment, which is quality assured and 
augmented by other information available on the strength and maturity of planning 
arrangements within Health Boards and Trusts (including information held by the 
WAO and HIW).   

A three year budget will only be approved if a plan robustly meets all of the 
requirements set out within the NHS Wales Planning Framework.  Where the 
Welsh Government is not satisfied that requirements have been met by Boards of 
NHS organisations, it will set out the key improvements required, and develop a 
delivery agreement (for core performance, finance, workforce, and quality 
requirements) for the intervening period.  This is described within the Planning 
Framework as the escalation process. 

Implementation date: Actioned 
Tudalen y pecyn 12



 
 
Update as at 5 November 2014 
The first year of the planning cycle saw four organisations have their integrated 
medium term plans (IMTPs) approved in line with the 2014/15 NHS Planning 
Framework and NHS Finance (Wales) Act 2014. Six organisations were held in an 
annual cycle with agreement on the key deliverables for 2014/15 and milestones 
for developing the 2015/16 IMTP outlined. 
 
The delivery of approved IMTPs has been monitored through the current delivery 
and performance management framework.  Where performance has varied from 
the agreed trajectories (performance or finance) the escalation process has been 
triggered. 
 
The NHS Planning Framework has recently been revised, incorporating lessons 
learnt from the first cycle with a focus on being clearer on expectations and 
national requirements and clarifying the significance and consequences of 
approval and non approval of plans.  
 
The 2015/16 NHS Planning Framework was issued on 31 October.  
 
The planning framework sets out the expectations and criteria against which 
IMTPs are assessed.  All organisations, including those already with approved 
IMTPs, are required to submit IMTPs by 30 January 2015. The IMTPs will again 
be subjected to a robust and rounded assessment process, building on the 
approach from last year but strengthened to include organisational visits and/or 
meeting to explore issues emerging from the assessment.  Plans will only be 
approved by the Minister once areas requiring strengthening are addressed and a 
mutual agreement on delivery is reached. 
 
 
 
 
Recommendation 8.  
The Committee further recommends that given the risks of financial 
planning over 3 years, the Welsh Government should require:  

a) Fully balanced plans over three years for each Health Board with 
supporting detail  

b) Collective financial planning showing how budgets will balance across 
the whole NHS every year (so as to stay within DEL) 

c) Detailed contingency plans setting out how Health Boards will respond if 
planned savings from up-front investment do not materialise and / or there 
are additional cost pressures. These contingency plans should include an 
assessment of risks to patients/ services. 

Response:-  Accept 

In November 2013 the Welsh Government issued a revised planning framework 
which clearly set out what was expected to be delivered from the planning 
process. This included a requirement to show clearly within their integrated plans Tudalen y pecyn 13



how Health Boards intended to balance their finances over a three year period. 
The Welsh Government acknowledges that this may not always be possible at the 
planning stage and financial flexibility may need to be offered under the authority 
of the new NHS Finance (Wales) Act. The new process also requires the plans to 
be approved by the Welsh Government which will only be confirmed following a 
review of the collective position and the affordability of any required financial 
flexibility within each financial year.  

Each organisations plan is required to fully disclose a risk assessment to service 
delivery and the achievement of its financial targets. These risks are closely 
monitored throughout the year through the organisations risk management 
processes, alongside the identification of mitigating action and the contingency 
measures that need to be taken in the event of unforeseen circumstances. 
Contingency measures will form part of the Welsh Governments oversight and will 
be considered in the context of the overall resources available. 

Implementation date: Actioned 

 
Update as at 5 November 2014 
A refreshed and updated Planning Framework was issued to NHS organisations 
on 31 October 2014, requiring balanced integrated service plans covering the 
period 2015-16 to 2017-18 to be submitted by 31 January 2015. The Framework 
clearly articulated Welsh Governments expectations and includes a specific 
requirement for organisations to undergo sensitivity analysis and have in place 
contingency plans. 
 
 
 
Recommendation 9. 
The Committee recommends that the Welsh Government produce a clear set 
of guidelines for the utilising of external expertise for financial planning. 
This should include information on trigger points as part of the financial 
management process when Welsh NHS bodies would be required to use 
external support.   

Response: - Accept 

Guidance currently exists which supports and helps regulate the use of external 
expertise by NHS organisations e.g. their Standing Financial Instructions require 
that they follow the Department of Health guidance on „procurement and 
management of consultants in the NHS‟, the manual of accounts also sets out 
guidance with regard to when NHS organisations should consider using 
consultants and also all public bodies are required to adhere to the requirements 
of „Managing Welsh Public Money‟. 

Notwithstanding the presence of the above guidance the Welsh Government is 
currently looking to issue further guidance that will cover all external support which 
may be required for a number of service planning, delivery and/or accountability 
issues and not just finance.  The trigger points and utilisation of any external Tudalen y pecyn 14



expertise will link to the recently published escalation and intervention 
requirements. External support may be required in various forms but this must be 
a consideration for any organisation that is in the highest “enhanced monitoring” 
category.  The nature and use of any external support will need to be agreed with 
the Welsh Government and all reports produced will form part of the enhanced 
monitoring arrangements and must be copied to the Welsh Government.  We will 
use or develop national procurement frameworks for such support with the NHS 
procurement shared services to ensure that value for money is maximised for any 
support that is provided”. 

Implementation date: July 2014 

Update as at 5 November 2014 
Refreshed guidelines for Health Boards and Trusts around the preparation of 
Medium Term Plans was issued on 31 October 2014. The guidelines require all 
organisations to consider their capacity and capability to develop plans in line with 
the Welsh Government’s requirements. The necessity to utilise any external 
expertise will be highlighted as part of this process. 

 

Recommendation 10.  
The Committee recommends that the Welsh Government works with Health 
Boards to develop mechanisms for sharing financial/service planning and 
management of good practice across the NHS Wales at all levels. This could 
involve using the model of the Wales Audit Office Good Practice exchange.  

Response: - Accept 

As part of the process for updating the 2013/14 plans, the Welsh Government 
implemented a supportive peer review process which reinforced the need for 
sharing good practice as part of development of the Integrated Medium Term 
Plans. This included running workshops in September and November 2013.  
Additionally Welsh Government have supported Health Boards and Trusts in 
sharing their 2014/15 to 2016/17 Integrated Medium Term Plans and in running 
workshops to seek feedback from the current planning process and identifying 
improvements and support required for future plans.   

Additionally the Directors of Finance group have, during 2013/14, realigned to a 
forward looking agenda and work plan to focus on the sharing of good practice 
and benchmarking.  This also includes the Directors of Finance sub groups terms 
of reference and work programmes to include best practice. 

The key to sharing good practice will be through clinicians via clinical networks 
and other professional and specialty groups.  The strength of these groups 
provides the environment for clinical peer reviews across organisational 
boundaries. This will be taken forward as a key theme through the prudent 
healthcare group, through organisational Boards and all professional groups. 

Implementation date: Actioned and on-going 
 Tudalen y pecyn 15



 
Update as at 5 November 2014 
The Sustainability & Delivery Group, a Director of Finance sub group, are leading 
the exchanging of good practice examples within the NHS Wales finance 
community. The proposed Terms of reference recognise that this will require a 
level of commitment for members of the Group to: 
 
 Research areas of good practice across organisations and sectors, and 
 Engage with non-finance professionals in identifying and evaluating good 

practice and effective implementation. 
 
Furthermore the group are engaging with non-finance professionals within NHS 
Wales and to involve other organisations, who may be able to support the 
identification and sharing of good practice. 
 
 
 
Recommendation 11.  
The Committee recommends the Welsh Government examine whether the 
differences in terms and conditions between Wales and England have led to 
differences in cost-effectiveness and whether these are offset by benefits to 
recruitment and retention. The findings should inform discussions about the 
terms and conditions to ensure Wales is able to attract the right calibre of 
staff while achieving optimum value for money.  
 
Response:-  Accept 
 
 
With regard to the difference in the consultant contract in Wales, this is already 
the subject of on going engagement with the British Medical Association (BMA) 
and as part of the broader employee relations framework. 

With regard to staff on the Agenda for Change (A4C) contract (all staff other than 
medical staff and Very Senior Managers/Executives) a negotiation exercise has 
just been completed and Trade Union and staff representatives are in the process 
of consulting their members on re-aligning the terms and conditions in Wales with 
the rest of England. Recent evidence to the Pay Review Body in September 2013 
indicated that the recruitment and retention of staff on these contracts is not a 
cause for concern. The ongoing remit of the Strategic Pay Taskforce will continue 
to examine the impact of current and/or proposed changes and is due to provide 
an update in September 2014. 

Implementation date: Actioned 

 
Update as at 5 November 2014 
Ratification of proposed changes to the Agenda for Change terms and conditions 
have stalled, pending the outcome of discussions between employers and staff 
representatives around the 2014-15 and 2015-16 pay deal.   It is anticipated that 
the Minister will confirm the preferred pay option in early November, after which 
staff representatives have indicated they are likely to recommend ratification of the 
terms and conditions changes at the NHS Staff Council on 14 November.   Whilst 
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taken forward for recommendation if the pay deal fails to address the trade unions’ 
ongoing dispute. 
 
Wales have joined the England/Northern Ireland negotiations with regards to a 
modernised and sustainable Consultant Contract, however these discussions 
collapsed in October as a result of BMA claiming insufficient safeguards around 
working hours. As a result, discussions are on going with the Department of 
Health to determine the next steps and in particular whether evidence should be 
sought from the Doctors and Dentists’ Review (Body DDRB) around contract 
reform.   A decision on the remit to the DDRB will be made in early November. 
 
 
 
Recommendation 12.  
In light of the move to disinvest in services, the Committee recommends 
that the Welsh Government provides the costs relating to pay protection in 
the NHS Wales. This will enable the cost and value of this policy to be 
determined.  
 
Response:- Accept 

Costs relating to pay protection have been provided as part of the discussions 
with Trade Unions in the course of the Strategic Pay Taskforce‟s work. It has 
formed part of the on-going discussions and proposals put forward by NHS 
employers and Trade Unions on how savings can be achieved by revising existing 
all Wales policies.  

One such policy is the Organisational Change Policy (OCP).  The policy had been 
originally agreed by the Welsh Partnership Forum and had been a reference 
document for re-organisations undertaken in 2007 and 2009. One of the NHS 
employers‟ suggestions has been to address what they consider to be overly 
generous protection arrangements detailed in the OCP.   

Negotiations continue in line with broader discussions on further changes to 
Agenda for Change Terms and conditions and the sustainability of the NHS pay 
bill. 

Implementation date: Actioned 

 
Update as at 5 November 2014 
Discussions on the Organisational Change Policy (OCP) which seeks to address 
pay protection have been stalled whilst staff representatives have been in dispute 
over the pay. These discussions are due to be resurrected following the Minister’s  
announcement on the 2014-15 and 2015-16 pay award. 

Whilst the pay deal and OCP are separate, staff representatives have confirmed 
that providing the pay deal announcement addresses the ongoing pay dispute 
they are willing to take forward the OCP. 
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