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AUDIT COMMITTEE 
 

AGENDA 
 

15th Meeting, 2008 (Session ) 
 

Wednesday 29 October 2008 
 
The Committee will meet at 9.15 am in Committee Room 1. 
 
1. Decision on taking business in private: The Committee will decide whether 

to take items 4 and 5 in private. 
 
2. Section 23 report: The Committee will take evidence on the Auditor General 

for Scotland's report entitled "A review of free personal and nursing care" 
from— 

 
Dr Kevin Woods, Director-General Health and Chief Executive of the NHS 
in Scotland, Graeme Dickson, Director of Primary and Community Care, 
and Neil Rennick, Head of Older Peoples Unit, Scottish Government. 
 

3. Section 22 report: The Committee will receive a briefing from the Auditor 
General for Scotland on his report entitled "The 2007-08 audit of the Western 
Isles Health Board".  

 
4. Consideration of evidence: The Committee will consider the evidence 

received at agenda item 2. 
 
5. Consideration of approach: The Committee will consider its approach to the 

Auditor General for Scotland's report entitled "The 2007-08 audit of the Western 
Isles Health Board".  
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Audit Committee 
Convener: Hugh Henry MSP 

 
Dr Kevin Woods 
Director General Health and Wellbeing 
Scottish Government 
Floor 1E.10A 
St Andrew’s House 
Regent Road 
Edinburgh 
EH1 3DG  

Room T.360
The Scottish Parliament

EDINBURGH
EH99 1SP

Tel: (0131) 348 5236
(RNID Typetalk calls welcome)

Fax: (0131) 348 5252
(Central) Textphone: (0131) 348 5415

audit.committee@scottish.parliament.uk

 11 June 2008
 
Dear Dr Woods,  
 
AGS REPORT – A REVIEW OF FREE PERSONAL AND NURSING CARE – INVITE TO 
GIVE ORAL EVIDENCE  
 
At its meeting on the 28 May 2008, the Audit Committee considered the Auditor General for 
Scotland’s report entitled “A review of free personal and nursing care” (AGS/2008/1).  
Members agreed to write to you with a number of questions on this report and to invite you to 
give oral evidence to the Committee. I am therefore writing to formally invite you to give 
evidence to the Committee on the morning of 24 September 2008.  
 
Arrangements for Oral Evidence 
 
It is expected that your evidence session will commence around 10 am, although exact 
timings can be confirmed by the committee clerks nearer to the date itself. Your evidence 
session will take place in public.  I would be grateful if you could confirm your willingness to 
attend along with the names and titles of any supporting team colleagues, up to four in total, 
who can effectively contribute to the session.  
 
At the start of your evidence session, you may wish to make an opening statement.  If so, I 
would be grateful if this could be kept to less than two minutes.  I would like to draw your 
attention to the enclosed guidance for witnesses: 
http://www.scottish.parliament.uk/vli/publicInfo/documents/Witnessleaflet.pdf  
 
On the day of the meeting, you should come to the Parliament’s main public entrance in 
Horse Wynd, bringing this letter with you.  On arrival please make yourself known to security 
staff without waiting in any queues outside the building.  Once you have been issued with 
your witness pass you will be directed to a designated waiting area where you will be met by 
a member of committee staff. 
 

 

http://www.scottish.parliament.uk/vli/publicInfo/documents/Witnessleaflet.pdf
mailto:audit.committee@scottish.parliament.uk
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If you wish a named official other than yourself to deal with the meeting arrangements and 
correspondence, please could you provide the name, telephone number and address of this 
contact, and all subsequent correspondence will be sent to him or her.   
 
Written Evidence 
 
In advance of the meeting on 24 September the Committee would welcome further 
information on a number of points that were raised in discussion.  
 
In considering this issue, the Committee has also been mindful of the conclusions of Lord 
Sutherland’s “Independent review of free personal and nursing care” and the Scottish 
Government’s response to this review, as outlined in the parliamentary debate on Thursday 
15 May. In addition, the Committee is aware that its predecessor committee undertook 
significant work in this area in its 2nd Report 2005, “Report on Community Care”.   
 
Provision of data and Monitoring of costs  
 
Whilst recognising the difficulty in separately identifying local authority spending on FPNC 
prior to the policy’s implementation, the Session 2 Audit Committee expressed concern that, 
given the limitations of the information provided by local authorities, SEHD seemed unable to 
determine the costs of implementing the policy. The Committee believed that this lack of 
robust information had undermined the ability of SEHD to cost the policy accurately.  The 
Committee also stated that it was unacceptable that (in 2005) a number of councils were still 
providing either no information, or estimates.  
 
In particular, I note the 2005 report’s recommendation that SEHD, together with councils, 
should put in place measures to ensure that all councils provide accurate data as and when 
it is required; that information on the older population be used to plan and develop services 
so there can be confidence that service delivery will meet needs, and that financial 
allocations to councils are appropriate. In this regard, the report also noted that allocations 
should be based on a realistic and accurate assessment of need, and that estimated costs 
must not be calculated to fit allocations.   
 
The report further recommended that SEHD should collect appropriate demographic 
information on a regular basis to allow the assumptions underpinning the costs of the policy 
to respond to changes in demographic projections.  
 
Given these recommendations, made some 3 years ago and accepted by the SEHD, the 
Committee was disappointed by the findings of the AGS Review of free personal and nursing 
care that monitoring of the financial impact of the policy has been limited and that central 
government has not updated the longer-term cost projections for free personal and nursing 
care since 2001. 
 
The Committee also notes that Audit Scotland estimates there has been a growing shortfall 
in central funding for free personal and nursing care and that demand for free personal and 
nursing care will continue to grow with the projected increase in the older population.  
 
The Committee would therefore be grateful if you could provide an update on the progress 
made against the original recommendations of the Session 2 Committee’s “Report on 
Community Care” and also address the following recommendations in the AGS report “A 
review of free personal and nursing care”:  
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The Scottish Government and councils should continue to work together as a matter of 
urgency to: 
 
• Clarify current ambiguities with the policy. This includes making clear whether personal and 
nursing care is a universal entitlement to older people based on an assessment or whether 
locally available budgets and resources can be taken into account. There is also a need to 
address the inconsistency between the legislation and guidance around food preparation. 
They should then ensure that the policy is consistently applied across Scotland from now on. 
 
• Agree a national eligibility framework which defines risks and priority levels to ensure 
transparency in access to care for older people. 
 
The Scottish Government should: 
 
• Improve the central monitoring and future planning of FPNC by updating its cost 
projections; clearly identifying the information needed from councils; and setting out a clear 
framework for this purpose. 
 
• Work with councils to ensure completion of national finance returns complies with 
accounting guidance so that full costs, including overheads, are reported. 
 
• Review national allocation amounts for FPNC and methods for distributing this to councils 
to ensure that these accurately reflect the factors which influence local demand for services. 
 
• Set robust outcome measures to evaluate the effectiveness of major policies in the future. 
 
Performance Monitoring and Outcomes  
 
The Committee further notes the Sutherland Review’s recommendations that there should 
be a specific reference to securing the wellbeing of older people included within the Scottish 
Government's 15 National Outcomes set out in its National Performance Framework; and 
that a performance framework for long-term care services for older people should be built 
into the Single Outcome Agreement model.  
 
The Committee is supportive of the development of clear outcomes for older people and 
believes that it is important that progress towards attaining such outcomes is able to be 
clearly measured and regularly monitored under the SOA model. The Committee would 
therefore be grateful for an update on how the Scottish Government intends to implement 
these recommendations.  
 
I would be grateful for a response by close of Friday 15 August 2008. Please do let me know 
if this time frame presents you with any difficulties. Should you require any further 
information please do not hesitate to contact the Clerk, Tracey Reilly on 0131 348 5236 or by 
email at audit.committee@scottish.parliament.uk. 
 
Yours sincerely 
 
 
Hugh Henry MSP 
Convener 
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-General Health and Chief Executive NHS Scotland 
Dr Kevin Woods 
 
 
T: 0131-244 2410  F: 0131-244 2162 
E: dghealth@scotland.gsi.gov.uk 
 

 
 

 
 
Hugh Henry MSP 
Convener 
Audit Committee 
Room T.360 
The Scottish Parliament 
EDINBURGH 
EH99 1SP 

___ 
15 August 2008 
 
 
Dear Mr Henry 
 
AGS REPORT – A REVIEW OF FREE PERSONAL AND NURSING CARE –  
INVITE TO PROVIDE WRITTEN AND ORAL EVIDENCE 
 
Thank you for your letter of 11 June 2008 seeking my response to the issues raised by the 
Committee in its consideration of the Auditor General for Scotland’s report – ‘A Review of 
Free Personal and Nursing Care’, published in January 2008, and also inviting me to attend 
the Committee to give oral evidence.   
 
My office has confirmed with the Clerk to the Committee arrangements for me to attend the 
oral evidence session and will confirm closer to the time which officials will accompany me.   
 
The Committee has asked for written evidence, updating on the progress made against the 
original recommendations of the Session 2 Committee’s “Report on Community Care: Free 
Personal & Nursing Care” as well as the Auditor General’s report. Annex A attached 
provides an update on our response to the Session 2 report.  Annex B sets out the Scottish 
Government’s response to the Auditor General’s recommendations, in light of Scottish 
Ministers’ acceptance in full of the recommendations in Lord Sutherland’s “Independent 
Review of Free Personal and Nursing Care in Scotland”, published in April 2008. 
 
The Committee has expressed concern about arrangements for uprating long-term 
projections for future care costs.  In 2002, Scottish Ministers established the Range and 
Capacity Review Group to develop long-term projections for future demand for community 
care services and the associated long-term cost and workforce implications at Scotland 
level.  The membership of the Review Group included  academics, health, social care and 
housing providers, relevant regulator bodies, representatives of local government and the 
NHS, policy officials and statistical and economic experts.  The Group published its first 
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report in 2004, setting out long–term cost and workforce projections for a number of 
scenarios up to 2019.  A second, and final, report from the Group was published in 2006.   
 
In June 2007, the Scottish Government published an on-line workbook – “Capacity to 
Change – Commissioning Effective Services for Older People” to assist local partnerships in 
drawing together relevant demographic and other data to assist their long-term capacity 
planning for community care services for older people at local level.   The Joint Improvement 
Team is currently consulting on local partnerships’ experience in using the toolkit.  The 
Auditor General was advised of the work of the Range and Capacity Review Group and also 
that, as part of the Spending Review process, the initial financial allocations  for Free 
Personal and Nursing Care (FPNC) and wider care services for older people were uprated to 
take specific account of revised demographic projections for the total numbers of older 
people requiring care.  In 2007, Ministers asked Lord Sutherland to consider, as part of his 
independent review, the long-term sustainability of the policy.  This was in line with the 
recommendations of the original Royal Commission on the Funding of Long-Term Care that 
the operation of the policy should be reviewed after 5 years. 
 
The Committee has also expressed concern, following from the Session 2 report, about the 
financial monitoring of the FPNC policy.  Following the initial implementation of the policy in 
2002, information about local authority expenditure levels on personal and nursing care and 
the numbers of clients assisted was collected on a quarterly basis.  Arising from the 
recommendations of the Session 2 Committee’s report, information on local authority 
expenditure on personal and nursing care was included as a specific line within the annual 
local government finance returns (LFRs) from 2005-06 onwards.  The content of the LFRs 
must be signed-off by local authority Directors of Finance.  The LFR returns were validated 
by Analytical officials within the Scottish Government and local authorities were given the 
opportunity to revise and correct their figures before these were published in June 2007.  
The figures considered by the Audit General for 2005-06 were the first returns under these 
new arrangements. 
 
In response to the Auditor General’s request for information to inform his report a number of 
local authorities submitted further revised information about their historic expenditure arising 
from the FPNC policy up to 2005-06.  The Auditor General’s report also made a number of 
assumptions about the treatment of overhead costs.  During the review, we raised concerns 
with him about these adjustments and assumptions.  In particular we were concerned that a 
number of authorities were now reporting expenditure of FPNC at home higher than their 
total reported expenditure on all home care services for older people.  We were also 
concerned that the methodology used by the Auditor General to calculate overheads costs 
included a proportionate share of existing overhead costs not relating directly to the 
implementation of the FPNC policy. In light of these concerns, Analytical officials have 
contacted local authorities to further validate the 2006-07 returns and have revised the LFR 
guidance for the 2007-08 returns.  However, local government officers have emphasised, 
both in response to the Auditor General and to us, the very significant challenges they face 
in seeking to disaggregate information about their estimated expenditure on personal and 
nursing care from their total expenditure on services for adult social care clients, many of 
whom will receive a combination of personal and non-personal care services. 
 
One of the reasons Scottish Ministers invited Lord Sutherland to undertake his review was 
the continuing challenge in seeking to separate out the impact of the FPNC policy from other 
changes in the funding of and expenditure on long-term care services.  Lord Sutherland’s 
report agrees with the Auditor General’s findings that the policy was fully funded in its early 
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years.  However, importantly, he also concludes that, as we move further from its initial 
implementation in 2002, we need to stop regarding FPNC as a separate policy, but should 
consider it as a mainstream part of the overall provision of care services.    
 
A key misconception, not addressed fully by the Auditor General’s report, is that all additional 
expenditure on personal and nursing care post-July 2002 has arisen as a result of the policy. 
The aim of the FPNC policy was to remove charges for services that were previously subject 
to means-tested charges applied by local authorities, specifically personal and nursing care 
in care homes and personal care at home.  In removing those charges it was recognised that 
this would generate additional demand for services and this was reflected in the original cost 
estimates for the policy.  As well as the lost income from charges, the estimates took 
account of previously unmet need and potential decisions by informal carers to switch from 
providing (free) personal care services to non-personal care, which may still be charged for.  
Full details of these estimates were made available to Parliament through the report of the 
Care Development Group in 2001.  As the Care Development Group made clear, these 
estimated costs were in addition to existing projected growth in demand for and expenditure 
on personal and nursing care services.   
 
Since 2002 there have been very significant shifts in the provision of social care services for 
older people.  This has included, in particular, expansion in the provision of personal care 
services to enable more people with intensive care needs to remain in their own homes.  
There has been investment in new forms of preventative services, such as Telecare. 
Although the total numbers of people in care homes has remained relatively static, an 
increasing proportion of residents are able to contribute towards the costs of their residential 
accommodation costs, separate from their entitlement to personal and nursing care 
payments.  These and other factors have resulted in significant shifts in local authority 
expenditure on FPNC, alongside the specific impact of removing charges from certain 
services.  Officials emphasised to Audit Scotland staff during their investigation the potential 
risks in making direct comparisons between the original additional allocations arising from 
the Care Development Group projections and councils’ current total reported expenditure on 
personal and nursing care services. 
 
You also note the Session 2 Committee’s report recommendations about the need for the 
Scottish Executive and local government to address ambiguities and inconsistencies in the 
operation of FPNC policy, in particular with reference to access to services and charges for 
food preparation.  Revised guidance was issued to local authorities in September 2004 and 
May 2006 to seek to clarify the specific issue of charges for food preparation, although the 
scope for guidance was limited by the specific terms of the legislation approved by 
Parliament.  Scottish Ministers have now announced their intention to introduce revised 
legislation to clarify this matter.  In addition, following the Session 2 report, researchers were 
commissioned to undertake an independent evaluation of the operation and impact of the 
policy.  The Evaluation report was published in February 2007.  It concluded that the vast 
majority of people with care needs received services without significant complication or 
delay, but that there were uncertainties created by the existing legislation and guidance and 
inconsistencies between different local authority areas in how access to services was 
managed.  Lord Sutherland’s review reached similar conclusions. 
 
In her statement to Parliament on 7 and 15 May, the Deputy First Minister confirmed the 
Government’s response to Lord Sutherland’s report, accepting his recommendations in full, 
and setting out the specific actions that we are now taking forward in partnership with local 
government and other key stakeholders to deliver those recommendations and address the 
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concerns raised, over the immediate and longer-term.  These specific actions are set out in 
Annex B.  I am happy to provide the Committee with a further update on this work during my 
oral evidence session.  
 
Finally, the Committee has asked about performance monitoring and outcomes, within the 
context of Lord Sutherland’s recommendation that “securing the wellbeing of older people” 
should be included within the Scottish Government’s National Performance Framework and, 
specifically, within the 15 National Outcomes.  Scottish Ministers have accepted Lord 
Sutherland’s recommendations in full and will look again at the requirement for a specific 
reference to older people when the 15 Outcomes are next reviewed, probably around the 
time of the next Spending Review.   
 
The Performance Framework already includes a number of Outcomes and Indicators 
relevant either generally or specifically to older people.  One indicator is linked to the 
National Outcomes Framework for Community Care Services.  A copy of this Framework is 
attached at Annex C.  The framework includes 16 measures and targets relevant to 
improving the quality of processes and outcomes for older people and other community care 
clients.  The majority of local authorities have included the National Outcomes Framework 
for Community Care in full or in part within their Single Outcome Agreements (SOAs).   All 
local partnerships, including both local authorities and health boards, have been encouraged 
to use the Framework as a basis for assessing and presenting progress towards more 
effective joint delivery of community care services and better outcomes for service users, 
within their annual Partnerships’ Performance Reporting Returns for Community Care.  The 
returns for 2007-08 are currently being reviewed.  In addition to the Performance Framework 
and SOAs, the work of regulatory bodies also has a continuing important role in registering, 
monitoring and inspecting the quality and performance of care services and this is being 
taken into account as part of the Scottish Government’s response to the Crerar Report. 
 
The Performance Framework and regulatory arrangements further emphasise and support 
the message from Lord Sutherland’s independent review, that we need to stop viewing the 
FPNC policy in isolation and consider it within the wider context of the future delivery of long-
term care and support for our ageing population. 
 
You will appreciate that this response is of necessity rather lengthy and I trust that it is 
helpful to the Committee in advance of my oral evidence session.    
 
Yours sincerely 
 
 
KEVIN WOODS 
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ANNEX A 

AUDIT COMMITTEE 2nd REPORT 2005 (SESSION 2): FREE PERSONAL AND NURSING CARE 
KEY FINDINGS AND RECOMMENDATIONS AND RESPONSES FROM SCOTTISH EXECUTIVE (2005) AND SCOTTISH 
GOVERNMENT (2008) 
 
PARA 
REF 
 

KEY FINDINGS AND 
RECOMMENDATIONS – FREE PERSONAL CARE 
 

COMMENTS BY SCOTTISH EXECUTIVE –  
20 MAY 2005 
 

COMMENTS BY SCOTTISH GOVERNMENT – 
AUGUST 2008 

10 
 

The Committee recognises the political 
imperative at the time for the speedy 
introduction of the free personal care policy and 
that SEHD was working to a tight timescale set 
by Ministers for its introduction. The Committee 
considers that this short timescale, coupled with 
the lack of robust information, is likely to have 
undermined SEHD’s ability to cost the policy 
accurately. 
 

The Executive notes the Committee’s 
recognition of the short timescale and limited 
availability of data for the analytical work done 
to assess the cost implications of the free 
personal care policy. 
 
We accept that there is always a degree of risk 
in costing new policies; but we took care to 
ensure that the original cost evaluation exercise 
produced a robust estimate of costs, primarily 
by obtaining independent and expert advice 
from the Care Development Group. 
 
We will keep that estimate under review, in the 
light of experience and changing demographic 
projections. 
 

Lord Sutherland’s independent Review Group 
concluded that, within the available timescales 
they did not believe that there was further work 
that could have been undertaken to improve the 
initial cost estimates made by the Care 
Development Group. 
 
Those original costs estimates were updated in 
subsequent Spending Review allocations to 
reflect, in particular, changing demographic 
information and other cost pressures. 
 
Wider work has been undertaken, in particular 
through the Range and Capacity Review, to 
prepare long-term projections for the future 
costs of care. 

12 
 

Allocations to councils for free personal and 
nursing care must be made on the basis of a 
realistic and accurate assessment of need – 
estimated costs must not be calculated to fit 
allocations. 
 

We accept the Committee’s conclusion that the 
allocations to Councils for free personal and 
nursing care must be based on a realistic and 
accurate assessment of need. 
 
The Executive has provided substantial funding 
to support this policy and, as stated above, took 
care to ensure that the original cost evaluation 
exercise produced a robust estimate of costs, 
primarily by obtaining independent and expert 
advice from the Care Development Group. 
 
At present, the allocation of money for personal 
care at home is provided on the conventional 
basis which takes into account the population of 

A revised distribution for the allocation of 
resources for Free Personal and Nursing Care 
Payments in care homes was agreed by the 
Three Year Settlement Group and approved by 
Ministers and COSLA elected members in time 
for the 2007-10 local government settlement. 
 
Lord Sutherland’s Independent Review Group 
was asked to look specifically at the distribution 
methodology for allocating resources for the 
policy between local authorities.    The Review 
Group concluded that: 
“There is no obvious correlation between the 
distribution of resources for FPNC and those 
councils which have experienced most difficulty 

 



       AU/S3/08/15/2 
   

older people in each local authority area; and 
money for personal care in care homes is 
allocated separately on the basis of the number 
of people in care homes paying their own fees. 
However, the Executive is currently working 
with COSLA and the Three Year Settlement 
Group to agree a new statistical formula for the 
distribution between local authorities of funding 
provision for free personal and nursing care in 
care homes in time for the 2007-10 settlement. 
 

implementing the policy.” 
p.31, Independent Review of Free Personal and 
Nursing Care in Scotland (April 2008) 
 

16 
 

Assuming that the most current information 
from the Executive about expenditure in the first 
9 months of the policy is accurate; then on this 
basis, expenditure to 05/06 could be greater 
than estimated by SEHD. 
 

We do not accept the Committee’s conclusion. 
 
The Committee compares the actual 
expenditure of £126m in 2002-03 (9 months) to 
provide personal care services to everyone 
assessed as needing them against an allocation 
of £107m and concludes that insufficient funds 
were provided. However, this allocation of 
£107m provides additional funds to extend the 
delivery of personal care services to those 
people who would previously have had to pay 
for them. Local authorities were previously 
funded to provide personal care services to 
people who could not afford to pay for them. 
 
Prior to the introduction of this policy local 
authorities did not separately record 
expenditure on personal care services and it 
has not therefore proved possible to establish 
what proportion of the £126m expenditure 
relates to delivering personal care services for 
which local authorities were already funded. 
 

Lord Sutherland’s Independent Review Group 
was asked to look specifically at the total level 
of resources allocated towards the policy.  The 
Review Group concluded that more than 
adequate resources were available to meet the 
additional costs of the policy in its initial years, 
but that by 2005-06 a funding gap had 
emerged.  This was reflected in the evidence 
submitted by Scottish Ministers to the Health 
Committee Care Inquiry in 2006. 
 
It is important to emphasise that this gap did not 
relate solely to the implementation of FPNC, but 
to wider changes in the costs of and demand for 
care services.  As we move further from the 
initial implementation of the policy, comparisons 
of the specific additional resources allocated 
towards the policy and actual spending on 
personal care services, separate from the wider 
allocations for care services for older people, 
become increasingly less relevant, due to 
continuing shifts in care provision and spending.  
These trends were noted by the Care 
Development Group and need to be considered 
within the context of the total allocations for all 
care services for older people. 
 
The Sutherland Review Group concluded that 
additional funding of £40m from 2009-10 would 
help stabilise care services and improve 
outcomes for older people.  The Scottish 
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Government has committed to providing these 
additional funds. 
  

19 
 

Given the limitations of the information provided 
by local authorities, SEHD could not know with 
any certainty how much local authorities were 
spending on personal care, it seems therefore 
that the Department is not able to determine 
how much the policy has cost to implement. 
 

We accept that the Department will not be able 
to establish accurately exactly how much extra 
expenditure by local authorities can be 
attributed to the decision to end charging for 
personal care services, because, as stated at 
paragraph 16, it is not possible to establish 
accurately how much was being spent on 
providing these services before the policy was 
introduced. 
 
In addition, the failure of local authorities to 
provide us with accurate information about 
actual expenditure since 2002 means that there 
is a degree of uncertainty attached to the 
Department’s understanding of the net increase 
in the costs of providing personal care. As 
acknowledged in the written evidence of 22 
December, 3 councils have returned no 
evidence at all and a further 12 have been 
inconsistent in providing activity data. We share 
the Committee’s concerns about the 
implications of this and have addressed this 
issue as outlined in the response to paragraph 
20. 
 
Expenditure on personal care services will be 
specifically identified in the Local Government 
Finance Returns and will be approved by the 
local authority Director of Finance before 
submission to the Executive. These forms are 
widely used within the Scottish Executive, 
particularly for Grant Aided Expenditure 
purposes. So we expect to know the actual cost 
of providing personal care services in future. 
 
In addition, the evaluation strategy will examine 
in more detail the actual cost of delivering these 
services. 
 

As set out in the previous response, 
expenditure on personal care services has been 
specifically identified in the annual Local 
Government Finance Returns and must be 
approved by the local authority Director of 
Finance before submission to the Executive. All 
local authorities submitted the relevant LFR 
returns, including information on FPNC 
expenditure for 2005-06.  This was the first year 
in which this information was included within the 
LFR returns.  A significant validation exercise 
was undertaken to correct errors in the figures. 
 
A minority of councils submitted revised returns 
for 2005-06 and earlier years to the Auditor 
General for his investigation.  We have 
continuing concerns about a number of these 
revised returns, specifically where reported 
expenditure on FPNC at home now exceeds the 
councils’ previous reported total spending on all 
home care services.  The Auditor General also 
included within his report estimates of overhead 
costs for the policy.  Again, we have significant 
concerns about the methodology used, which 
includes a share of existing overhead costs not 
relating directly to the implementation of FPNC 
policy.   
 
In light of the validation exercise for 2005-06 
and the Auditor General’s report, the returns for 
2006-07 are being re-validated.  Officials have 
also met with technical officers from local 
authorities to agree revisions to the LFR 
guidance for 2007-08 to seek to further improve 
the consistency and accuracy of financial 
returns. 
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20 
 

The Committee is concerned that in providing 
regular data to SEHD, a number of councils 
continue to provide either no information at all, 
or estimates. The Committee considers this to 
be an unacceptable position, and is concerned 
that SEHD has continued to accept this. 
 

We accept the need to collect data from local 
authorities and share the Committee’s concerns 
about the accuracy and regularity of the data 
provided by local authorities. We have written to 
COSLA to resolve this issue and officials from 
SEHD Analytical Services Division will be 
contacting those local authorities who have 
failed to provide adequate information to 
discuss this matter further. 
 
The Executive has now arranged for cost 
information to be provided through the Local 
Government Finance returns, with immediate 
effect (from 2004/05). 
 

All councils now include information on FPNC 
expenditure within their annual Local Finance 
Returns.  Local authorities have, however, 
emphasised to us and to the Auditor General 
the significant challenges they face in seeking 
to disaggregate information on FPNC, in 
particular for home care services, separate from 
their total expenditure on care services for older 
people. 

21 
 

The Committee recognises the complexity of 
separately identifying local authority 
expenditure on free personal care prior to the 
implementation of the free personal care policy. 
 

We note and agree the Committee’s comments. 
 

See note below. 
 

22 
 

However, it is extremely regrettable that SEHD 
is not able to separate out the costs to show 
local authority spending on care prior to 
implementation of the Bill, so that like for like 
comparisons can be made. 
 

We accept the Committee’s concerns. 
However, as explained elsewhere, local 
authorities did not separately record 
expenditure or activity on personal care 
services within their community care 
programme prior to the introduction of the Free 
Personal Care policy. 
 

As noted above, as time passes since the policy 
was introduced, now more than 6 years ago, 
the issue of councils’ charging policies prior to 
the implementation of the policy becomes 
increasingly less relevant.  The key issue now is 
what the current and potential future costs of 
care and care charging policy are. 
 

23 
 

Following implementation of the policy, with its 
emphasis on the assessment of individuals, 
local authorities should be able to supply this 
information. 
 

We agree that the Committee’s comment is a 
reasonable assumption to make. However, in 
practice, we do not think that better information 
about current activity and expenditure on 
personal care will automatically enable the 
Department to establish firmly what was being 
spent by local authorities on personal care 
before the decision to provide this service 
without charging. It may simply be unrecorded. 
 
One strand of the Free Personal Care 
evaluation will examine the recording of 
expenditure on personal and nursing care by 
local authorities to ensure that actual 

See note above. 
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expenditure is reported as accurately as 
possible. 
 

24 
 

The Committee recommends that SEHD, 
together with councils, puts in place measures 
to ensure that all councils provide accurate data 
as and when it is required; that information on 
the older population is used to plan and deliver 
services; so there can be confidence that 
service delivery will meet needs, and that 
financial allocations to councils are 
appropriate. 
 

We accept the recommendation and have 
explained elsewhere how we propose to 
address the issue of data collection. The 
system for distributing resources to local 
authorities is kept under review. The other 
recommendations are matters for local 
authorities. 
 

This is covered in the answers above. 

25 
 

The Committee considers that SEHD has failed 
to monitor the actual costs of the free personal 
care policy following implementation. 
 

We accept this in part. We have collected and 
monitored information from local authorities 
since 2002, although we acknowledge that 
information about expenditure on personal care 
services has not been submitted by them on a 
regular basis. We have now taken the further 
step of including this information in the Local 
Government Finance Returns from 2004/05. 
 

This is covered in the answers above. 

27 
 

The Committee was concerned to note that 
SEHD undertook no systematic risk 
assessment on the consequences of inaccurate 
estimates. Projection of a range of estimates 
would have been better than a single estimate 
given the uncertainty 
involved. 
 

We note the committee’s comments. 
 
The Executive will endeavour to undertake a 
systematic risk assessment for future cost 
exercises of this nature. 
 
In this instance, we were required to decide 
what level of additional funding to provide to 
local authorities, and therefore produced a 
single figure estimate. We will keep this 
estimate and the committee’s recommendations 
for the treatment of risk under review in the 
biennial Spending Reviews and the Free 
Personal Care Evaluation. 
 

Relevant risk assessment is undertaken for 
major cost exercises.  For example, the 
Financial memorandum for the Glasgow 
Commonwealth Games Bill included a specific 
allowance for contingencies.  Other risk 
assessments provide a range of potential costs. 
 
With reference to FPNC, the original cost 
estimates were uprated as part of the Spending 
Review process to take account of the latest 
available demographic projections for people 
requiring personal and nursing care.  

30 
 

The Committee recommends that SEHD should 
review the cost of implementation of its free 
personal care policy, which will help ensure that 
future cost projections for the policy are based 
on accurate information, and that financial 

We agree and can advise that the Free 
Personal Care evaluation strategy already 
addresses this recommendation. 
 

This work was subsequently overtaken by Lord 
Sutherland’s Independent Review of Free 
Personal and Nursing Care. 
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allocations to councils can be matched with 
needs. 
 

33 
 

The Committee agrees with the point made in 
the AGS report on Commissioning community 
care services for older people, that a “more 
detailed review is needed which should involve 
looking at the numbers receiving this service, 
how it has affected the quality of life and the 
cost of the policy”. As acknowledged in the AGS 
report, it is difficult without information like this 
to assess the impact of this policy and forecast 
future expenditure. 
 

We agree and can advise that the Free 
Personal Care evaluation already addresses 
this recommendation. 
 
This work is now underway and we expect 
findings to emerge progressively from this 
summer onwards, with the evaluation formally 
concluding in summer 2006. 
 

Following from the Evaluation, the report 
“Evaluation of the Operation and Impact of Free 
Personal Care” was published in February 
2007.  It confirmed that tens of thousands of 
older people were benefiting from the policy and 
that the vast majority of people were receiving 
their assessed care needs without undue 
complication or delay.  Separate independent 
research, for example by the Joseph Rowntree 
Foundation, has reached similar conclusions 
about the positive impact of the policy for 
individual clients.  
 

38 
 

In a wider context, the Committee recommends 
that comprehensive criteria to assess the 
impact of a policy should always be put in place 
at the outset of all policy development in the 
Executive to allow the impact of all policies to 
be measured. 
 

We agree and can advise that the Pre-
Expenditure Assessment (PEA) process 
already addresses this recommendation. 
 
Scottish Executive guidance now states that 
PEAs should take place for all new resource 
spending proposals and are intended to provide 
an assessment of expected impacts and value 
for money. These assessments will include an 
examination of the aims and objectives of the 
proposal; the evidence base on the likely 
impacts and value for money of the proposal, 
including cost-benefit analyses where 
appropriate; the financial impact of the 
proposal, management and procurement 
arrangements; and the plans for monitoring and 
evaluation. 
 

The Pre-Expenditure Assessment process 
continues to be an important element in 
considering any significant new policy initiative.  
 
Current Scottish Ministers have established the 
National Performance Framework of outcomes 
and indicators to monitor and present progress 
towards its overarching purpose and strategic 
objectives. 

39 
 
 

The Committee requests details from SEHD of 
the scope and timetable of its research exercise 
which will assess the impact of the free 
personal care policy. 
 

This was included with the previous response. As noted above, the Evaluation report, 
“Evaluation of the Operation and Impact of Free 
Personal Care”, was published in February 
2007.   

40 
 

In assessing the impact of the policy on people 
who are receiving care, the Committee 
recommends that SEHD should use updated 

The Department accepts and agrees with this 
recommendation but advises that this is already 
the case. The most up to date demographic 

We do not agree with the finding within the 
Auditor General’s report that the Scottish 
Government has not updated forward 
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demographic information as it becomes 
available. This would allow SEHD to be in a 
position to update the assumptions 
underpinning the costs of free personal care 
when demographic projections change. 
 

figures were used at the time of the original 
calculations and these are updated for each 
biennial Spending Review. They will also be 
available for the Free Personal Care evaluation. 
 

demographic and cost projections for care 
services since 2002.  In July 2004, the Scottish 
Executive published the First Report of the 
Range and Capacity Review: which projected 
community care service users, workforce and 
costs up to 2019, based on the latest available 
information about future demographics and 
service costs.  The second and final  Range 
and Capacity Review Group report was 
published in May 2006.   
 
In addition the biennial Spending Reviews 
undertaken from 2002 have included specific 
allowance for projected changes in 
demographic estimates.  These allocations 
have been applied across all care services for 
older people, not just Free Personal and 
Nursing Care. 
 
In 2007, Scottish Ministers invited Lord 
Sutherland to undertake a fundamental review 
of the costs of the policy and its long-term 
sustainability, including cost projections.  This 
was in line with the recommendations of the 
original Royal Commission, which 
recommended the need for a review of the 
policy 5 years following implementation. 
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ANNEX B 
SCOTTISH GOVERNMENT RESPONSE TO THE AUDITOR GENERAL FOR SCOTLAND’S REPORT – A REVIEW OF FREE 
PERSONAL AND NURSING CARE 
 
 
AUDITOR GENERAL’S KEY RECOMMENDATIONS SCOTTISH GOVERNMENT COMMENTS 
 
The Scottish Parliament should:   
 
Require the Scottish Government to provide robust and comprehensive financial 
estimates, including risk assessments, in support of all bills that have financial 
implications. 

 
 
 
We support this recommendation to the Parliament.  The Financial 
Memorandum  to the Community Care & Health (Scotland) Bill made 
clear that the costings were based directly on the detailed financial 
estimates and risk analysis undertaken by the Care Development Group 
(CDG), chaired by the then Minister for Health & Community Care. Lord 
Sutherland’s Independent Report on FPNC concluded: 
“Within the timescales available, we do not believe that there is further 
work the CDG, Scottish Executive or Scottish Parliament could have 
undertaken to improve the initial cost estimates.” 
p. 31, Independent Review of Free Personal and Nursing Care in 
Scotland (April 2008) 
 

The Scottish Government and councils should continue to work together as 
a matter of urgency to: 
 
Clarify current ambiguities with the policy.  This includes making clear whether 
personal and nursing care is a universal entitlement to older people based on an 
assessment or whether locally available budgets and resources can be taken into 
account.  
 
Agree a national eligibility framework which defines risks and priority levels to 
ensure transparency in access to care for older people. 
 
 
 
 
 
 
 
 

 
 
 
We agree these recommendations.  The Deputy First Minister and  
Cabinet Secretary for Health & Wellbeing set out in her statements to 
Parliament on 7 and 15 May 2008, the Scottish Government’s response 
to Lord Sutherland’s independent report.  She confirmed that the 
Scottish Government accepted Lord Sutherland’s recommendations in 
full and set out how the specific recommendations would be taken 
forward in partnership with COSLA.  The specific commitments included: 
 
- work to establish a common eligibility framework which categorises the 
needs of older people and which is applied by all local authorities; 
 
- in support of that approach, a commitment to accelerate the 
comprehensive implementation across all councils and their NHS 
partners of the Single Shared Assessment model, to assist consistent 
and co-ordinated needs assessments; 
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There is also a need to address the inconsistency between the legislation and 
guidance around food preparation. They should then ensure that the policy is 
consistently applied across Scotland from now on. 
 
 
The Scottish Government should:  
 
Improve the central monitoring and future planning of FPNC by updating its cost 
projections; clearly identifying the information needed from councils; and setting 
out a clear framework for this purpose. 
 
Work with councils to ensure completion of national finance returns complies with 
accounting guidance so that full costs, including overheads, are reported. 
 
Review national allocation amounts for FPNC and methods for distributing this to 
councils to ensure that these accurately reflect the factors which influence local 
demand for services. 
 
 
 
 
 
Provide clear information to older people on what is covered by FPNC. 
 
 
 
 

 
- work to establish a common commitment across all councils to deliver 
services within a standard maximum waiting time for those clients 
assessed as having immediate or urgent care needs. 
 
- as in the NHS, for people assessed as not having immediate needs, 
there should be active monitoring of their needs and, where practical and 
appropriate, preventative measures to reduce the risk of their needs 
becoming more critical; 
 
We agree this recommendation.  Scottish Ministers have confirmed 
that they will  introduce legislation to clarify aspects of the policy, 
specifically to require that councils do not charge for food preparation;  
 
 
 
 
We agree these recommendations. Scottish Government officials  and 
local government officers are working together to improve financial and 
performance monitoring systems at national and local levels - including 
finance returns - to ensure greater transparency in future costs of care 
services. 
 
 
 
We agree this recommendation.  Scottish Ministers have confirmed the 
provision of £40m in additional funding to local authorities from 2009-10 
to stabilise the policy and deliver improved outcomes for older people.  
Scottish Government officials are working with COSLA to agree the 
appropriate distribution of these additional resources between local 
authorities. 
 
We agree this recommendation.  A joint working group has been 
established, chaired by Age Concern Scotland, to consider specifically 
how to improve public information and understanding of the policy. 
 
In addition to the above actions, in line with Lord Sutherland’s 
recommendation, the Scottish Government and COSLA have agreed the 
need for a wider long-term review of demographic pressures impacting 
on the current and future demands for and costs of care.  This work will 
involve other relevant stakeholders. 
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ANNEX C 
NATIONAL OUTCOMES FRAMEWORK FOR COMMUNITY CARE 
 
National Outcomes 
 
Improved health    Improved well-being   
Improved social inclusion  Improved independence and responsibility 
 
Performance measures and targets 

*Existing NHS Heat Targets or Standards 

Themes Measure  Type 
% of community care service users feeling safe. Outcome 
% of users and carers satisfied with their 
involvement in the design of care package. 

Outcome 
 

User 
satisfaction 

% of users satisfied with opportunities for social 
interaction. 

Outcome 

No. of patients waiting more than 6 weeks for 
discharge to appropriate setting.* 

Output 

No. of people waiting longer than target for 
assessment, per 000 population 

Output 

 
 
Faster access 
 
 No of people waiting longer than target time for 

service, per 000 population 
Output 

Support for 
carers 

% of carers who feel able to continue their role Outcome  

% of user assessments completed to national 
standard. 

Process  

% of carers’ assessments completed to  Process 
national standard. 

Quality of 
assessment 

and care 
planning 

 
% of care plans reviewed within agreed timescale. Output 

No of emergency bed days in acute specialties for 
people 65+, per 100,000 pop.*  

Output  

No. of people 65+ admitted as an emergency twice 
or more to acute specialties, per 100, 000 pop.* 

Output 
 
 

Identifying 
those at risk No of people 65+ admitted twice or more as an 

emergency who have not had an assessment, per 
100,000 population.  

Outcome 

   
 
 

Shift in balance of care from institutional to ‘home 
based’ care. 

Input 

% of people 65+ with intensive needs receiving 
care at home* 

Outcome 
(proxy) 

 
Moving 
services 
closer to 

users/patients 
 

% of people 65+ receiving personal care at home Outcome 
(proxy) 

 19  
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SCOTTISH PARLIAMENT AUDIT COMMITTEE 
 

WEDNESDAY 29 OCTOBER 2008 
 
REPORT BY AUDITOR GENERAL FOR SCOTLAND 
 
Reports on NHS boards submitted by the Auditor General under Section 22 of 
the Public Finance and Accountability (Scotland) Act 2000 
 
 

1. The 2007/08 accounts of all NHS bodies have now been laid in Parliament. The 
Auditor General has issued a Section 22 report for one NHS board, NHS Western 
Isles. This is the fourth year that the Auditor General has issued a Section 22 
report on NHS Western Isles’ accounts. 

2. NHS Western Isles failed to meet its Revenue Resource Limit (RRL) financial 
target in 2007/08.  The board exceeded its target by £3.097 million in 2007/08 
because of its cumulative deficit.  However the board made an in-year surplus of 
£0.267 million which reduced the cumulative deficit from £3.364 million in 
2006/07.  

3. In his annual audit report, the auditor notes that steps to address the board’s 
future financial stability are underway including a financial recovery plan.  The 
Scottish Government has proposed to provide brokerage during the current year 
to cover the cumulative deficit, providing progress with the recovery plan is 
sustained. The auditor still has concerns over corporate governance 
arrangements but noted that there has been evidence of some progress in 
2007/08. 

4. The Audit Committee conducted an inquiry into issues arising from last year’s 
Section 22 report and reported its findings in May. In June of this year, the board 
responded to the report and accepted all of the recommendations for 
improvement.   

5. In the Section 22 report, the Auditor General also draws attention to the acting 
chief executive who has now moved to a permanent position with another NHS 
organisation.  An interim chief executive has been appointed until the board finds 
a permanent replacement. 
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A REPORT BY THE AUDITOR GENERAL FOR SCOTLAND UNDER SECTION 22(3) OF 
THE PUBLIC FINANCE AND ACCOUNTABILITY (SCOTLAND) ACT 2000 

 
THE 2007/08 AUDIT OF WESTERN ISLES HEALTH BOARD 

Introduction 

1. I submit the audited accounts of Western Isles Health Board and the auditor’s report in 
terms of section 22(4) of the Public Finance and Accountability (Scotland) Act 2000, 
together with this report which I have prepared under section 22(3) of the Act. This is 
due to the Board’s failure to meet a financial target, as well as to update Parliament on 
recent changes at the Board. 

Previous Section 22 reports and Scottish Parliament Audit Committee inquiry 

2. Western Isles Health Board has faced serious financial, governance and staffing issues 
over a number of years and this is the fourth consecutive Section 22 report on the Board 
since 2004/05. Following my report on issues arising from the 2006/07 audit of the 
Board, issued in October 2007, the Scottish Parliament Audit Committee decided to hold 
an inquiry prompted by the seriousness of the issues arising and the length of time 
which had elapsed without a clear resolution. 

3. The Audit Committee published a report on its findings on 6 May 2008. This concluded 
that the Board had faced cost pressures and also problems relating to its remoteness, 
but that poor financial management and internal control systems had exacerbated these. 
The Audit Committee noted recent improvements but highlighted the need for a clear 
clinical strategy, and improved governance and internal control arrangements. The 
Board responded to the report in June 2008 and accepted all the relevant 
recommendations. 

Outturn for 2007/08 

4. A health board’s annual revenue expenditure should not exceed its Revenue Resource 
Limit (RRL). Western Isles Health Board carried forward a cumulative deficit of £3.364 
million from 2006/07. The Board exceeded its RRL by £3.097 million in 2007/08.  The 
Board has recorded a cumulative deficit for the last four financial years.  However, there 
were signs of progress in 2007/08 towards achieving longer-term financial sustainability. 
After five consecutive years of in-year deficit, the Board achieved an in-year surplus for 
2007/08 of £0.267 million which enabled the Board to reduce its cumulative deficit. 

5. The Board’s auditor reported that the improvement in the Board’s financial position had 
been achieved through a range of both recurring and non-recurring measures. The 
Board has identified that it needs to continue to address its underlying funding gap and 
has clearly linked its future financial sustainability with the need to establish a 
sustainable clinical strategy. Steps to address these longer-term issues, including a 
financial recovery plan, are now underway. A significant development is the proposal by 
the Scottish Government to provide brokerage in 2008/09 to cover the cumulative deficit, 
providing progress is sustained at the mid-year of the 2008/09 plan. 

Corporate governance 

6. The auditor has been critical of the Health Board’s corporate governance arrangements 
for a number of years and this area was subject to extensive comment by the 
Parliamentary Audit Committee in its 2008 report. The auditor still has some concerns 
but there is evidence of progress, although it will take time to see the benefits from 
improved governance arrangements. Some of the improvements made in the last year 
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include a review of terms of reference of all governance committees, the establishment 
of a corporate risk register, improvements in the training and development of board 
members, and the establishment of a new post of chief operating officer. 

7. The Board’s senior staffing continues to be an area of risk and there has been a high 
turnover of chief executives at the Board in recent years. One former chief executive 
was suspended from his post in September 2007 and dismissed in August 2008, while 
another previous chief executive, who was seconded to another Board in September 
2006, had his contract terminated on 5 September 2008. The acting chief executive who 
had been in post since September 2007 has now moved on to a permanent position with 
another NHS organisation. The Board has recently appointed an interim chief executive 
while it recruits a permanent replacement. The Board is also currently recruiting three 
replacement non-executive members. 

8. In July 2008 the Cabinet Secretary for Health and Wellbeing announced additional 
funding of £250,000 for each of the island boards to develop more formal partnership 
arrangements with mainland boards.  Under these arrangements a formal arrangement 
will be put in place between Western Isles Health Board and Highland Health Board. 
These arrangements are intended to address specific difficulties around management 
capacity. 

Conclusion 

9. The Board achieved an in-year surplus for 2007/08 of £0.267 million which enabled the 
Board to reduce its cumulative deficit. However, I am submitting this report because of 
the Board’s failure to meet a financial target and to update Parliament on financial and 
management changes at the Board since my report last year. I will also prepare an 
overview report on the NHS which will comment on significant issues arising from the 
2007/08 audits of NHS bodies, including financial performance and governance. 

 
 

 
 
ROBERT W BLACK 
Auditor General for Scotland 
15 October 2008 
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