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Dear Colleague

MEDICAL INDEMNITY: ARRANGEMENTS FOR
CENTRAL REIMBURSEMENT OF COSTS FOR LARGE
DAMAGES AWARDS

Summary

1. This letter updates the financial thresholds above which
Health Boards and NHS Trusts can seek assistance towards the
costs and expenses of large damages awards arising from
successful medical negligence claims.

Background

2. The scheme under which employing health authorities
may receive financial assistance towards the costs of relatively
large medical negligence awards was introduced in 1990. It is
funded from a reserve held on behalf of the Management
Executive by the Medical and Dental Defence Union (MDDU).
Access to the funds is dependent on the size of an award relative
to the employing authority's HCHS allocation (Health Boards) or
annual level of contract income (Trusts).

3. In brief, the terms of the scheme are that employing
authorities are responsible for meeting the costs of awards that
are less than 0.15% of their allocation/expected annual income
or £400,000, whichever is the smaller. Once above that
threshold the authority may access the reserve funds, but still
remain responsible for meeting the first 25% of the amount
claimed against that reserve. Further safety nets exist to protect
employing authorities against really large awards or a substantial
accumulation of awards in any one financial year. Fuller details
were provided in Appendix 1 to NHS Circular MEL(1996)12
which remains extant.

4, This letter details the revised threshold points for
individual Health Boards and Trusts based on their 1997-98
HCHS allocations or contract income as appropriate. The
thresholds apply to awards that fall payable in 1997-98.
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Action

5. Health Boards and NHS Trusts should note the revised thresholds above which
contributions towards the costs of medical indemnity awards are payable, and that the criteria
for making claims remains as set out in Appendix 1 to NHS Circular MEL(1996)12.

Pl Sl

DR P S COLLINGS
Director of Finance

MCH02006 2.




APPENDIX 1

ARRANGEMENT FOR REIMBURSEMENT OF COST OF LARGE AWARDS FOR
MEDICAL NEGLIGENCE

1. Health Boards and NHS Trusts (employing authorities) are responsible for meeting
the costs of all awards which are less than 0.15% of their base revenue allocation (Boards) or
expected annual income (Trusts), up to a maximum of £400,000.

2. For awards above the calculated sum, employing authorities will additionally pay
one quarter (25%) of the amount by which the award exceeds the calculated sum, thereafter
the balance will be met centrally. This is subject to maxima rules, ie the employing authority
will not be liable to meet the costs:

¢ for any one award where their contribution exceeds 0.3% of their allocation/
income figure;

* where the total payments by employing authorities on all awards in any one
financial year exceeds 0.5% of their allocation/income figure.

The excess in each case will be met centrally.

3. In calculating the cost of an award, the employing authority should include both the
payment to the Pursuer and the adverse legal expenses of the Action. Once a settlement is
reached, Central Legal Office will advise the employing authority and the Management
Executive of the amounts which fall to be paid.

4. Thereafter, the employing authority should notify the Management Executive of the
amount it wishes to reclaim, under the above formulae, using the Form attached as an Annex
to this Appendix. Once checked and agreed, the Management executive will arrange for the
appropriate sum to be transferred from the Medical Defence Reserve to the employing
authority.

DoH Finance Directorate

MCHO02006 3.
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Corrigendum to NHS

wyse) THE SCOTTISH OFFICE « MEL (1997)35
Department of Health ﬁg.?&‘.q\&’l NHS Management Executive
,{m" 00? Gr.\ ‘) St. Andrew’s House
e o o Edinburgh EHI 3DG
$0, g
m\‘?““ «a\“‘ &’3
‘ | e @“t%“ 15August 1997
Dear Colleague R . ,
NHS CIRCULAR MEL (1997)35: CORRIGENDUM Addressees
MEDICAL INDEMNITY: e g,
ARRANGEMENTS FOR CENTRAL REIMBURSEMENT Health Boards

OF COSTS FOR LARGE DAMAGES AWARDS

General Manager,
Common Services Agency

‘Summary
General Manager,
1. This letter amends the financial thresholds for the NHS State Hospitals Board for Scotland
Trusts which were issued with NHS letter MEL (1997)35 on 4 Chief Executives,
July 1997. NHS Trusts
) The Director,
Action ' Mental Welfare Commission
2. T.he attached tables for the NHS Trusts should replace mm
those which were sent previously. Health Education Board for Scotland

. Executive Director, SCPMDE
Yours sincerely

W K)M 7 ‘Enquiries to:
— Chris Naldrett

CHRIS NALDRETT , Directorate of Finance

. . Department of Health -
Directorate of Finance NHS Management Executive

Room 254A
St Andrew’s House
EDINBURGH EH1 3DG

Tel: 0131-244 2362
Fax: 0131-244 2371
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