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SOUTHAMPTON UNIVERSITY HOSPITALS NHS TRUST 
 

Corporate Monitoring Report 
 
Report to: 
 

Trust Management Board – 6th November 2007 

Report from 
Sponsoring 
Executive: 
 

Alastair Matthews, Director of Finance & Investment 

Purpose of Report: 
 
 
 

To update the Trust Board on the financial, activity and savings performance of 
the Trust for September 2007, and update Trust Board on revised forecast 
outturn resulting from improved performance. 

 
Review History to 
Date: 

The Trust Board has previously agreed the financial plans for 2007/2008 and the 
proposed £21.5 million Performance Improvement Programme. 
 

Recommendation: The Trust Board are asked to note the financial position at the end of September 
2007, the revised year end forecast and the remaining financial risks facing the 
Trust. 
 
Summary 
 
The Trust had another good month in September, and for the year to date we are 
now in advance of Plan, with an £8.35m surplus delivered compared to a target 
of £8.08m. 
 
The Trust is targeting a surplus of £14.9 million in 2007/08 to enable us to restore 
our cash position, invest in the estate and repay some of our historic borrowing. 
All other things being equal, one would expect the trust to generate a surplus of 
£1.2m each month.  
 
In September a surplus of £2.3m was generated. In month, Divisional financial 
performance has improved through a combination of better control of run rates 
and the devolution of some income (£1.7m year to date) for additional activity, in 
line with the Trust’s Income Policy. However, a large portion of the surplus has 
arisen through the generation of additional income and the release of reserves 
(due in part to the slippage on the opening of the ISTCs).  
 
The gross additional income reflected in the ledger is now £8 million. This is split 
between central income, Divisional positions and reserves. Income reporting will 
be reviewed over the next month to ensure that we have greater transparency 
about the true position. 
 
It is by no means certain that the Trust will be paid for overperformance on 
activity unless this activity has been carried out with prior agreement from the 
PCTs – therefore income based solutions to our expenditure problems are very 
risky. Although a prudent view has been taken of the likely level of 
overperformance, this remains a risk. 
 
Savings Plans (PIPs) are still not at the planned level and £2.9m of schemes 
have yet to be identified. 
 
The Year-end forecast has been reviewed in the light of September’s 
performance. Taking into account the fact that the ISTCs will not have an impact 
this year, and the significant slippage on the Demand Management Programme, 
the forecast has been increased to £18m. This has also enabled investments of 
£1.5m,  to help achieve 18 week waits, and £1m, to improve performance against 
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the 4 hour A&E target, to be released. 
 
At the end of September the Trust had £6m in the bank and we are now paying 
more than 90% of our non-NHS suppliers within 30 days. 
 
 

Key Messages for  
August: 
 
 

Delivery of the Trust’s financial targets in 2007/2008 will be determined by 
performance in four areas, as follows: 
a)   Divisional and Headquarter Directorates controlling expenditure to within their 
budgetary ‘runrate’ targets 
b)   Delivery of in-year financial savings of £21.5m. 
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, and to manage the risks associated with Demand Management and 
the Independent Sector Treatment Centres. (ISTCs) 
 
This report provides an update on these four areas. 
 
a) Controlling of expenditure to within the agreed ‘runrate’ budget targets 
 
In overall terms the Trust is cumulatively overspent  against its forecast ‘runrate’ 
expenditure by £2.9m, as shown on schedule 3.1 (last month, £4.4m).  In total 
Clinical Directorates were £5.2m above agreed ‘runrates’ and Headquarters 
Directorates and central areas are £2.3m below.   
 
All divisions underspent in month apart from Division 1, which posted a small 
overspend. This was due to a mixture of better cost control and the devolution of 
income for additional activity to Divisions, in line with the Trust’s Income Policy. 
 
b) Delivering an in-year financial saving of £21.5m 
 
At the end of September potential savings of £18.6m had been identified (last 
month £18.8m), leaving a shortfall of £2.9m against the revised £21.5m Plan.   
  
Schedule 4 shows the analysis of firm plans by Divisions, Headquarters 
Directorates and central schemes and Schedule 4.1 shows the detail of the 
overall savings programme of £21.5m. 
 
For the year to date, £7.7m of plans have been delivered against a target of 
£8.0m, a slippage of £0.3m. In August just over £2m of savings were delivered. 
 
Within budgets, the savings targets are phased in twelfths; of the total cumulative 
variance, £2.7m is due to the profiling of PIP schemes. (Schedule 3.1). 
 
 c) Achieving the agreed volumes of activity to achieve the income plan 
 
Activity figures for August are now available so the income figures included here 
are based on 5 months of actual activity, projected forward for month 6 
(September).  
 
Overall an adverse variance of £0.9m is shown for the month, due to the 
devolution of income to Divisions.However, the underlying activity 
overperformance continues to increase. Cumulatively, we are expecting 
additional income of over £8m; most of this is not in PCTs’ current financial 
programmes and as such represents a risk to our forecasts. 
 
There was an overrecovery on central income budgets this month and the year to 
date shows an overrecovery of £0.3m, due in part to private patients. 
 
Under the new National Model Contract there are in theory significant penalties if 
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the Trust does not meet its contractual obligations (for example, a penalty of 2% 
of SLA value if performance information is not provided to PCTs according to an 
agreed timetable). These numbers assume that the Trust continually meets its 
obligations and is not liable to any penalties.  
 
Detailed variances by commissioner are shown on Schedule 2. 
 
d) Creation of a contingency to cover unexpected variations on the above 
 
The approach for 2007/08 is based on identifying contingency reserves to cover 
the likely risk from the ISTCs, Extended Choice and Demand Management. As 
risks are managed out, these reserves should be available to put into the central 
“bank” to which bids for funding, to improve services, quality and the hospital 
environment, can be made.  
 
Due to the improved Divisional financial position and the improvement in the 
year end forecast, sums have been released from reserves this month to help 
meet waiting list and A&E targets. 
 

Forecast Outturn The detailed year end forecast has been updated based on the year to date 
position and known actions for the rest of the financial year (see schedule 3.1). 
This confirms that the required year end position of £14.9m will be achieved and 
an outturn £3.1m in excess of Plan is likely. 
 

Cash and liquidity Schedules 5 and 6 show the Trust’s current balance sheet and cashflow. 
Although our cash position has improved considerably, this was only achieved by 
taking out a £25m refinancing loan from the Department of Health last year, on 
which interest is payable. 
 
At the end of September the Trust had £6m in the bank and we are now paying 
more than 90% of our non-NHS suppliers within 30 days. In September half of 
our annual dividend and the first instalment on our refinancing loan were paid to 
the Department of Health but the cash position still remains healthy. 
 
Despite this improving position the Trust still scores poorly against Monitor’s risk 
rating for Foundation Trusts, largely due to our level of net current liabilities. The 
Board at its November meeting will consider measures that can be taken to 
improve our liquidity position. 
 

Key Risks  
Risk Potential Value Mitigating Action 
Delivery of Savings £4.0m, based on unidentified and red-rated 

schemes 
Project Management Office to ensure 
that all PIP schemes are identified and 
have a trajectory to reach a “green” 
rating  

Demand 
Management 

Based on most recent figures, £4m of 
schemes are likely to be delivered out of a 
target of £10.7m. Trust financial exposure 
likely to be £2.5m of potential stranded 
costs plus £2.5m “underwriting 
contribution” 

Ensure robust Demand Management 
Board; identify where costs can be 
reduced as the details of the 
programme are firmed up. 

Achievement of 18 
weeks 

£1,000k + A further £1.5m released for this in 
October. Ensure capacity planning to 
deliver 18 weeks is robust 

Independent 
Sector Treatment 
Centres (ISTCs) 

Now much reduced due to continuing 
delays -  although this remains a major risk 
for next year 
 

Slippage  on ISTC programme will 
reduce risk; also need robust planning 
for reduction of cost post ISTC. 

Pressure on 
Divisional “runrate” 

£5,000k++ Ensure that capacity is appropriately set 
and monitored, and that there are 
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budgets appropriate controls over the opening of 
extra beds and the use of agency staff. 
Division 1 put under special measures. 
Division 2 plans under review. Other 
Divisions and Trust HQ asked to cut 
expenditure 

Penalties on the 
Trust’s SLAs 

£5,000k Ensure information is provided in 
accordance with contractual terms 

Non-payment by 
PCTs; PCT lack of 
solvency and 
inability to pay 

£ potentially significant.  Identify unresolved issues early and 
seek SHA guidance/ arbitration 

Coding Review £1,500k Now covered from reserves;The Trust 
may also gain income; need to ensure 
that all issues re undercharging are 
identified and raised. 

Central Budgets for 
education 

£700k Work with SHA to clarify funding 
available and review ability to cut spend 
in response. 

 


