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Purpose of Report: 
 
 
 

To update the Trust Board on the financial, activity and savings 
performance of the Trust for the 2006/07 financial year.   

Review History to Date: 
 
 
 
Recommendation: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Key Messages for  
March: 

The Trust Board previously agreed the financial plan for 
2006/2007 and the detailed financial savings programme 
proposed. 
 
The Trust Board are asked to note the financial position at the 
end of March 2007 and note that the Trust achieved its financial 
targets for the year. 
 
Summary 
 
The Trust had formally reduced its year-end forecast from a 
forecast deficit of  £0.5m at the end of January to break even at 
the end of February. Subsequent to this, we were advised that 
the Trust would be receiving £1.293 of funding back, due to the 
abolition of the RAB (Resource Accounting and Budgeting) 
regime. This amount is the interest on the Trust’s 2005/06 deficit, 
which we had previously assumed would need to be paid to the 
SHA. 
 
In addition to this the Trust’s underlying financial position has 
continued to improve and a small surplus is now reported. 
 
The Trust’s final accounts were submitted on time at the end of 
April. Subject to audit, the accounts show a surplus for the year 
of £2,151,000. This is explained by the £1,293,000 of RAB 
funding returned to the Trust plus an internally generated surplus 
of £858,000. 
 
During March, the Trust generated a surplus of £530,000. 
However, pressures were still felt in one or two divisions and the 
paybill continued to rise. 
 
 
Achievement of a small surplus will be a considerable 
achievement which will likely improve the Trust’s Use Of 
Resources (ALE) score from ‘weak’ to ‘fair’ or even ‘good’. In 
making this surplus, the Trust has delivered financial savings of 
£26 million in the year. 
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Delivery of overall financial balance for the Trust in 2006/2007 
has been determined by performance in four areas under the 
direct control of the Trust and by a fifth area relating to the extent 
to which Central Budgets reductions could be covered internally 
by the Trust.  These areas are detailed below: 
 
a) Divisional and Headquarter Directorates controlling 
 expenditure to within their budgetary ‘runrate’ targets 
b) Delivery of in-year financial savings of £26m 
c) Achievement of sufficient activity levels to secure the 
 income levels forecast 
d) Development of a contingency reserve to offset any 
 unexpected variations on the above 
e) The unplanned financial effects of confirmed
 reductions to Central Budgets 
 
This report provides an update on these five areas. 
 
Controlling of expenditure to within the agreed ‘runrate’ 
budget targets 
 
In overall terms the Trust ended the year under its forecast 
‘runrate’, as shown by the fact that a surplus is now reported.  
However, in total Clinical Directorates were £3.7m above agreed 
‘runrates’ and Headquarters Directorates and central areas are 
£7.4m below.   
 
Both Division 1 (Surgical Services) and Division 5 (Diagnostics 
and Therapies) reported worse positions at the end of March 
compared to February. The other 3 divisions all improved their 
positions.    
 
Detailed ‘runrate’ variances are shown on schedule 3.1. 
 
Delivering an in-year financial saving of £26m 
 
At the end of March all of the £26 million required had been 
delivered. This is a considerable achievement. 
  
Schedule 3.2 shows the analysis of firm plans by Divisions, 
Headquarters Directorates and central schemes and Schedule 4 
shows the detail of the overall savings programme of £26m. 
 
Work continues on the 2007/08 savings programme.  All projects 
now have detailed milestones and over £17m of schemes have 
been identified (against the target for the year of £20m.  Although 
this is excellent progress more work needs to be done to identify 
the remaining £3m of schemes and to increase the level of pay 
savings within the schemes already identified. 
 
Achieving the agreed volumes of activity to achieve the 
income plan 
 
The Trust ended the year £1.9m below its forecast level of 
central income, but this included £3.4m relating to confirmed 
Central Budget reductions.  £1.3m of RAB funding, returned to 
the Trust in March, helped to improve the income position. 
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These figures are based on an estimated level of activity for 
March, based on February’s performance. Actual activity in 
March was considerably higher than this, so the Trust can expect 
extra income in month 1 of 2007/08.  
 
Detailed variances by commissioner are detailed on Schedule 2. 
 
Creation of a contingency to cover unexpected variations on 
the above 
 
The Trust managed to build up a sizeable level of contingency 
over the course of the year, as evidenced by the level of 
underspending on reserves. This was necessary to cover the 
overspending on operational budgets. 
  
Impact of reductions to Central Budgets 
 
As noted above the effect of the central budget reductions 
(£3.4m) was covered within the overall financial position and the 
Trust was still able to deliver a surplus. 
 
 

 


