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Dear Jocelyn 
 
Thank you for your invitation to appear before the Finance Committee in an informal session 
on 23 October 2013.  
 
In advance of my appearance, I thought it would be helpful to provide a paper which reflects 
on some of the key issues that have already been raised in plenary.  
 
I especially noted in the Stage 1 General Principles debate the widespread view of the need 
to ensure a high level of scrutiny, both while considering the NHS Finance (Wales) Bill 
(given the use of the ‘fast track’ process) and the funding of Local Health Boards  more 
generally.  In my paper I have explained how the new planning framework which is being 
developed in parallel to the Bill will enable my officials and I to monitor and scrutinise Local 
Health Board plans and finances with increasing effectiveness.  
 
I trust that you and the Committee as a whole will find the information in this letter and in the 
paper of benefit, and I look forward to discussing the issues raised with you in more detail 
on 23 October.    
 

 
 
 
Mark Drakeford AC / AM 
Y Gweinidog Iechyd a Gwasanaethau Cymdeithasol 
Minister for Health and Social Services 

      17 October 2013 
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Briefing Paper 
 
Finance Committee 
 
Date: 23 October 2013 
Time: 9:30 -10:00 
Venue: Senedd 
 
Title: NHS Finance (Wales) Bill 
 
Purpose 
 

1. To provide a briefing paper for the Finance Committee on the implications of 
the NHS Finance (Wales) Bill, including: 

 

· financial flexibility 

· tolerances 

· monitoring of Local Health Board expenditure 
 
 
Financial flexibility 
 
Rolling 3 Year Duty 
 

2. The 3 year rolling financial regime which will provide financial flexibility for 
each and every year from year 1 onwards is around the timing, not the totality 
of the resource requirements needed to match LHB expenditure profile over 
the three years.  LHB plans are not static and Boards will need to update their 
Medium Term Plans to reflect the changing needs of services and 
circumstances so that the on-going financial flexibility is aligned with these 
rolling plans. 

 
3. There will be an annual rolling cycle of LHBs updating and approving their 

Integrated Medium Term Plans, and the Welsh Government approving the 
plans with any resource shift between years. This will mean that the relevant 
resource limit used in the aggregated limits for the 3 year rolling financial duty 
will be the sum of the latest agreed limits from year 1 of each of the relevant 
rolling Integrated Medium Term Plans and not necessarily those that were set 
at the beginning of the first plan.  Hence, flexibility going forward is 
maintained, not just for years 1 and 2 following commencement of the new 
duty. 
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2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

Integrated Medium Term Plan Period

Plan A - 2014/15 – 2016/17

Plan B - 2015/16 – 2017/18

Plan C - 2016/17 – 2018/19

Plan D - 2017/18 – 2019/20

Revenue Resource Limit

Plan A - 2014/15 – 2016/17 Year 1

Plan B - 2015/16 – 2017/18 Year 1

Plan C - 2016/17 – 2018/19 Year 1

Plan D - 2017/18 – 2019/20 Year 1

Plan E - 2018/19 – 2020/21 Year 1

Plan F - 2019/20 – 2021/22 Year 1

Financial Duty Assessment Measures

3 Year Rolling Duty X

X

X

X

 

4. In the above illustration the 3 Year Rolling Duty will be assessed against the 
cumulative Revenue Resource Limit (RRL) – that is for the first assessment at 
the end of 2016/17 the Year 1 RRL for Plan A, Year 1 RRL for Plan B and 
Year 1 RRL for Plan C.  Thus the relevant resource limit for each year, the 
Year 1 for each Plan, will incorporate any agreed financial flexibility between 
years as agreed within each approved plan.  This flexibility to shift resources 
between years will be available on an on-going basis based on the discipline 
and process of submitting and approving Integrated Medium Term Plans on 
an annual basis. 

 
5. During the policy development of the financial flexibility Bill, a number of 

options were considered including both a rolling 3 year duty as well as the 
fixed 3 year duty.   

 
6. The key reason why the rolling 3 year duty was selected was to align with the 

Integrated Medium Term Planning timescales.  LHBs will, on a rolling annual 
basis, review, update and approve their Integrated Medium Term Plans.  The 
final notified funding allocated each year to the LHBs will be linked to the first 
year of each relevant submitted and approved rolling Integrated Medium Term 
Plan.  This is key in providing the opportunity to flex, on an on-going basis, 
funding between years to support agreed profiled plans. Accordingly the 
financial duty measure, of cumulative expenditure against cumulative funding 
allocated, had to be aligned to the approved plans and flexed funding 
allocated over those 3 years. 
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7. Planning is an on-going process which needs to reflect the challenges and 
changes that arise from demographic and service changes.  Given that LHBs 
would have updated and approved plans in years 2 and 3 it would not have 
been appropriate to have fixed the financial duty measure on an earlier, year 
1 submitted plan. 
 

8. Furthermore, the application of a financial duty on a fixed 3 year basis would 
effectively mean that an assessment of a LHB’s financial performance would 
start afresh every 3 years.  It is important that LHBs are assessed on an on-
going basis and that poor performance in previous years is not disregarded or 
ignored. 

 
LHB Underspends 

 
9. The Planning Framework and financial flexibility are set up around flexing 

resources to align with service plan profiles.  This includes proposed planned 
overspends and planned underspends.  Some LHBs may plan to profile 
investment first to save later whilst others may plan to save first and invest 
later.  The same assurance and approval process will apply whatever the 
profile of the plan. 

10. There will be rigour in the assessment of any changes in the profile, whether 
front ended or back ended, as the manageability and delivery of the actions 
will be key.   

Tolerances 
 

11. The financial flexibilities put forward as part of the Bill can be defined as 
planned flexibility to support approved plans profiled over 3 years.  The 
question of tolerance levels has been put forward in context of unplanned, or 
year end, flexibility.  That is to provide some additional limited tolerance where 
the financial target is missed by an insignificant amount where it is recognised 
that the consequences of breaching a statutory financial duty is serious.  As 
part of developing the Bill, consideration for tolerance levels for LHBs has 
been considered.   

 
12. Currently NHS Trusts have defined tolerance levels, described as a 

materiality threshold, which are applicable to their financial duty.  This 
threshold is set out by Direction, through the Welsh Health Circular WHC 
(2007) 049.  

 
13. As LHBs are defined, in accordance with the Office of National Statistics 

(ONS) public sector classifications as “Central Government” bodies for 
Resource Accounting and Budgeting (RAB) purposes, the practical 
implications for providing tolerance levels is not straightforward.  The LHBs 
financial outturn is consolidated into the consolidated NHS Wales and DHSS 
resources within its annual Main Expenditure Group (MEG) Budget allocation 
approved by the National Assembly.  Any overspends and/or tolerance would 
accordingly be included in this consolidated position.  Therefore the practical 
implications of including tolerances would be that DHSS would need to retain 
an additional reserve to cover the level of tolerance provided.     
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14. Consequently applying financial tolerances to year end outturn positions does 

not come without risks.  Any additional expenditure that may occur as a result 
of allowing tolerances would be an extra unplanned charge on the 
consolidated Department for Health and Social Services Main Expenditure 
Group.  How any tolerance is accounted for, and audited, in LHB Accounts 
and departmental accounts are being assessed. 

 
15. While LHBs will need absolute clarity on the tolerance levels for the financial 

duty, there needs to be flexibility to change tolerance levels, following due 
notice, as the balance between holding back a reserve or releasing funds may 
need to change over time.  Therefore it would be impractical to set a specific 
level on the face of the Bill.  

 
Monitoring the LHB Expenditure 
 

16. In support of the new Planning Framework, revised Standing Orders and 
Standing Financial Instructions will be issued to Local Health Boards, which 
will contain new requirements for boards to develop, scrutinise and approve 
Integrated Medium Term Plans, including balanced Medium Term Financial 
Plans.  The Planning Framework, to be issued at the end of October 2013, will 
also clarify the respective roles and responsibilities of LHBs and the Welsh 
Government in terms of ownership, scrutiny, assurance, monitoring and 
approval. 

 
17. The monitoring of plans is key to the disciplined approach needed to ensure 

the planning framework is effective.  The monitoring will be conducted by 
Welsh Government officials and will include a robust system of checks and 
balances.  The new approved Integrated Medium Term Plans  will be the main 
focus on which the monthly LHB performance reviews will be undertaken and 
will be followed up by actions  taken forward throughout the financial year to 
ensure there is compliance and alignment with the service, performance and 
financial plans. 

 
18. This monitoring and reporting process will identify early warning signs of a 

LHB failing to meet its plans, including financial targets, which will allow the 
position to be tracked, reported and escalated through the regular well 
established reporting mechanisms.  Over the last year the performance 
management arrangements have been strengthened and integrated with 
regular Quality and Delivery meetings with each LHB and Trust with an 
overview being taken by my officials through a monthly Integrated Delivery 
Board.  

19. As noted in the Wales Audit Office Health Finances report: 

“The Department has strengthened the monthly monitoring returns 
process in recent years and it is a good means to ensure detailed and 
timely reporting of NHS bodies’ in-year financial position and year end 
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forecast. It provides the Department with a timely NHS-wide picture, which 
it can react swiftly to if required.” 

20. Flowcharts are included as part of this briefing paper to demonstrate the 
change that the planning framework brings under a new duty and the 
procedure for escalation:   

· Annex A sets out the current process for planning, accounts and 

financial duty.   

· Annex B demonstrates the same, but under the new financial duty.   

· Annex C sets out the approvals and escalation arrangements which 

would be in place in support of the new duty. 

Consideration is being given to a number of other matters that were raised during the 
Stage 1 debate and I will continue to update Members on progress.  
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1 Submission from the Welsh NHS Confederation 

October 2013 

 

 

 

National Assembly for Wales Finance Committee 

Call for Information re National Health Service (Wales) Finance Bill  

 
  

 Background 

• By representing the seven Health Boards and three NHS Trusts in Wales, the Welsh NHS 

Confederation brings together the full range of organisations that make up the modern NHS in 

Wales. Our aim is to reflect the different perspectives as well as the common views of the 

organisations we represent.  

• The Welsh NHS Confederation acts as an independent voice in the drive for better health and 

healthcare through our policy and influencing work and by supporting members with events, 

information and training. Member involvement underpins all our various activities and we are 

pleased to have all Local Health Boards and NHS Trusts in Wales as our members. 

• On behalf of its members, the Welsh NHS Confederation welcomes the opportunity to respond 

to the Health and Social Care Committee’s call for information on financial issues facing the NHS 

in Wales.  

 

Position on the National Health Service (Wales) Finance Bill 

• The Welsh NHS Confederation, on behalf of its members, welcomes the publication of the 

National Health Service (Wales) Finance Bill.   

• For some time the NHS has been calling for Welsh Government to make different mechanisms 

available and greater flexibility to allow Health Boards to manage their end of year positions in a 

more balanced manner. Break even is a very precise requirement placed on Local Health Boards 

on 31st March each year and this has become a somewhat arbitrary date for the production of 

annual accounts.  

• An environment needs to be created that rewards progress on good financial management, 

facilitates the development of clinically led proposals for service reconfiguration and, in the best 

scenario, allows transition and pump priming support for service development. Welsh 

Government should endorse the creation of reserves as good and expected best practice, 

particularly in such challenging financial times. Other public services have such mechanisms.  

• The Welsh NHS Confederation believes the Bill will enable Local Health Boards to have a greater  

focus on medium term planning. The increased flexibility afforded in the Bill will enable plans to 

be developed at Health Board level that allow investment to be made in one year that supports 

the achievement of service change and reduced costs in future years.  

• The Welsh Government has been clear that there will be rigour in the practical application of the 

Bill and that Local Health Boards will have to demonstrate rigorous service, workforce and 

financial planning. Local Health Boards' plans will need to be sufficiently robust over the whole 

three years, in order that a planned additional expenditure in one year can be allowed, based on 

strong certainty that the savings will be there in the second or third year to recover it. The Welsh 

NHS Confederation believes that such use of flexibility would be a very worthwhile improvement 

to the current financial regime. 

• The Welsh NHS Confederation recognises that there is concern about a potential risk that 

additional flexibility would be used to provide ‘cover’ for a potential failure to balance 

expenditure to income in one year, and the ‘problem’ passed on to be resolved in following 

years – possibly the third of the three year period. The Welsh Government has been clear that to 

mitigate against this risk, robust monitoring and management arrangements would need to be 

exercised to prevent such a use of the flexibility. The flexibility mechanism should be exercised 
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2 Submission from the Welsh NHS Confederation 

October 2013 

 

 

for planned investment and secure savings, and not to cover difficulty in balancing income with 

expenditure. 

• Strong discipline will need to be exercised by Local Health Boards to ensure that each case for 

investment in any one year can indeed deliver the cash savings in future years to repay that 

investment. There are schemes that reduce future growth in demand but these are not the same 

as providing cash savings from existing expenditure to repay the investment made. 

• One area where it may be helpful to have further clarification from Welsh Government is 

whether there is the financial means at a central level to allow a number of Local Health Boards 

to exercise flexibility of additional expenditure in the same year. 
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Finance Committee 

Meeting date: 9 October 2013 

Reference:  FIN(4)-18-13 (paper 4) 

Budget Scrutiny 2013-2014 

Who holds the purse strings? An analysis 

The attached paper from the Assembly’s outreach service summarises the 

responses to a public consultation exercise conducted at this year’s summer 

shows. 

This paper attempts to draw some conclusions, and invites members to 

consider:  

a) How best to incorporate this work in our draft budget report; 

b) How best to respond to the desire for the public voice to be heard. 

Methodology and sample size 

Our survey had 48 responses. Given that it was quite a detailed survey, 

about finances, this is a reasonable number. But it does not allow us to draw 

firm conclusions – only to gauge impressions. 

We estimate that half of those filling in the questionnaire would have been 

involved in a discussion with a member of the outreach team. 

Conclusions 

Q1. There was a fairly even split between those who knew the Assembly 

‘polices’ the Welsh Government’s spending plans, and those who didn’t. 

Q2. There was some recognition of the Assembly’s role in assessing value 

for money. 

Q3. 62% of respondents thought the Assembly’s work had an impact on the 

WG spending plans. 

Q4. How does the Assembly scrutinise the work of the Government? Email 

questionnaire was the most popular, followed by special events. (but none of 

the options scored more than 8, which suggests there isn’t a widespread 

public knowledge of how we do scrutiny). 

Q5. When told how, there was a split in to thirds of those who thought this 

was more, less or pretty much what they expected. 

Agenda Item 4
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2 

Q6. A majority thought the public voice wasn’t heard enough in the process. 

Although a third thought it was! 

Q7. Better press coverage and public engagement through social media were 

the most popular ways to engage that public voice. 

Q8. When asked would they like their views heard 38% said no. and 15% 

weren’t sure. This suggests that around half the population has no great 

interest in actively participating in the budget process. 

Summary 

Our survey reinforces the Silk Commission’s finding that the public’s 

knowledge of the Assembly’s process of scrutinising the Welsh 

Government’s annual budget is neither deep nor widespread. 

It also suggests that a up to half the country have no interest in doing so. 

Among those who were interested, email questionnaires were their preferred 

means of being consulted. 

 

 

Chamber and Committee Service 

October 2013 
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Finance Committee  

Budget Scrutiny 2013-2014  

General Summary of Outreach Work  

Background  

The Outreach team promoted a questionnaire which sought to find out what people think about the 

Assembly’s role in scrutinising the Welsh Government’s budget, and if and how they would like to 

get involved in the future.  

The survey was aimed at the general public visiting the Assembly bus during the summer in various 

locations across Wales. The engagement exercise consisted of one questionnaire in paper format.   

The questionnaire concentrated on the key aspects of budget scrutiny and the public’s participation 

in it, namely: 

- Raising awareness of the fact that the Assembly has a role in “policing’ the way that the 

Welsh Government spends public money; 

- Highlighting how the Assembly examines these spending plans on behalf of the people of 

Wales;  

- Discovering whether the people of Wales think this is enough, especially in relation to 

capturing the public voice in scrutiny; 

 

- Asking whether the public would like to have  a say in the scrutiny process; and 

 

- Finding out if the public think that the Assembly’s scrutiny has an impact on the Welsh 

Government’s budget, financial spend and accountability. 

Methodology 

As part of the Finance Committee’s Welsh Government Budget Scrutiny for 2013-2014, the Outreach 

team produced a questionnaire on the public knowledge of the Assembly’s budget scrutiny, and how 

the Assembly can help promote and get members of the public involved in the process.  

The questionnaire was open to members of the general public, who were targeted through: 

- Summer engagement events; and 

- Tour groups and visitors to the Senedd 

Key Statistics 
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48 Total number of survey responses received  

13 Total number of regional and national events where the survey was promoted  

 

Total Number of Participants by Region 

This diagram shows the total number of people engaged with directly as part of the project.  

 

 

  

 

 

 
Budget 2013-2014 Activity 

12 

20 

16 

Breakdown  

Total number of members of the 

public engaged with by region of 

summer events and Senedd 

tours/visits: 

 

 

 

- North Wales: 12 

- Mid and West Wales: 20 

- South Wales West: 0 

- South Wales Central: 16 

Page 20



 

5 

Question 1 – Did you know that the Assembly "polices" the Welsh Government's spending plans in 

this way? 

For the purposes of question one, participants were provided with background information on the 

budget process, that namely:  

– The Government sets out how it plans to spend public money in the coming year;  

– The Assembly examines these plans on behalf of the people of Wales; and  

– The Assembly decides whether or not to agree with the Government’s spending plans.  

   

 

Question 2 – Do you think they measure whether public money is being spent effectively?  

For the purposes of question two and three, participants were provided with background 

information on what values the Assembly looks at when scrutinising the Welsh Government’s 

budget plan, namely: affordability; prioritisation; value for money; and the budget process.  

 

 

Question 3 – Do you think that the Assembly's work has an impact on the Welsh Government's 

spending plans and accountability for public money?  

  

42%

54%

4%

Yes: 20

No: 26

Maybe: 2

50%

15%

35%

Yes: 24

No: 7

Some of them:

17
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6 

 

 

 

Question 4 – How do you think the Assembly does this?  

For the purposes of the remaining questions, participants were asked to choose how they thought 

the Assembly currently scrutinises the work of the Government by picking from a list, some of which 

the Assembly does, some of which it doesn’t.  

 

 

 

 

 

 

Question 5 – Was this more of less than you expected?  

62%15%

23%

Yes: 29

No: 7

Maybe: 11

15

19

24

27

22

22

27

Ask people to write in

Events for organisations

Questionnaires

Talking to representative organisations at official meetings

Talking directly to members of the public

Via social media

Question Welsh Ministers at official meetings
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Question 6 – Do you think that the public voice is heard loudly enough in this process, for example 

through representative organisations?  

 

 

 

 

 

 

36%

34%

30%

More: 16

Less: 15

Around what I

expected: 13

31%

54%

15%

Yes: 14

No: 25

Don't

know: 7
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6 

Question 7 – If you answered no, what do you think the Assembly could do to better make the views of the public heard? 

 

8

7

5

4

3

3

3

4

1

2

1

1

Increase press coverage

Promote through Social Media

Promote through schools and Teaching Unions

Regional meetings

Speak directly to service users

Improving the public's understanding of what the Assembly
does will encourage involvement

Subject-specific Twitter streams

Budget is too complex for the public to understand and want to
get involved

More promotion on how to contact Ams to represent their
views

More information in public places

Assembly Members to visit the workplace

Sell the value of participating in the work of the Assembly
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Question 8 – Would you like to have your views heard in this process? 

 

 

 

 

 

Question 9 – If you answered yes, how? 

 

 

 

 

 

 

47%

38%

15%

Yes: 22

No: 18

Don't

know: 7

8

5

4

4

2

2

Send questionnaires via e-mail

Special events

Talking to representative organisations/Assembly

Members

School Question Time/Council with a specific

Committee for young people and teaching staff

Focus groups

Write letters
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