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SOUTHAMPTON UNIVERSITY HOSPITALS NHS TRUST 

 
Corporate Monitoring Report 

 
Report to: 
 

Trust Board 30th March 2010 

Report from: Andy Wood, Deputy Director of Finance 
Sponsoring 
Executive: 
 

 
Alastair Matthews, Director of Finance 

Purpose of Report: 
 
 
 

To update the Trust Board on the financial, activity and savings performance of 
the Trust for February 2010. 

Review History to 
Date: 

The Trust Board has previously agreed the income and expenditure budgets for 
2009/2010 with a full year plan surplus of £13.9m. 
The Board formally reviewed its full year forecast in September and revised this to 
£11.2m. (£14.7m pre impairments). A subsequent review in December and 
discussions in early January reduced the forecast further to £9.1m (£12.6m pre 
impairments). The impact of the arbitration with Hampshire and Southampton 
reduced the forecast by an additional £3.6m to £9m before impairments. 
 

Recommendation: The Board are asked to note: 
 

(1) In February the Trust delivered a post impairment surplus of £761k, £635k 
worse than planned. The Trust has delivered a cumulative net surplus of 
£3.5m but is cumulatively £10.1m below Plan. 

(2) Cost Improvement Programmes (CIPs) delivered year to date are £0.2m 
below Divisional Plans and a further £0.7m below the Plan expressed in 
twelfths. Detailed Plans in place now marginally exceed the full year target. 

(3) All Divisions overspent slightly against budget in February. Cumulatively 
Divisions are £6.8m overspent but this is offset by underspendings on 
Trust HQ, reserves and central budgets. 

(4) As highlighted last month the pre-impairment surplus forecast of £9.0 
million was at significant risk. The adverse variance in February and 
forecast for March mean that the Trust is likely to deliver a full year pre-
impairment surplus of £7.2m. This is discussed further in the forecast 
section of this report. 

(5) Significant progress has been made towards finalising the MEA valuation 
and resolving the matters raised in the December 2009 detailed report to 
the Audit Committee. As a result the overall impairment that will be taken 
to the I&E account in 2009/10 has reduced from £17.2m to £9.3m. A full 
report has been submitted to the 22nd March Audit & Assurance 
Committee. 

(6) Following the impact of the matters noted above the Trust is forecasting a 
surplus of £7.2m pre- impairments but a loss of £2m post impairments. 

 
Summary 
 
The Trust delivered a net surplus of £761k post impairments in February. For the 
year to date a surplus of £3.5m has been delivered, compared to a Plan of 
£13.5m. 
 
Initial activity and income for January are now available and are £1.0m below the 
Trust’s planned income for the month, due mainly to the weather’s impact on 
elective activity.  Due to the time lag in activity information being available (1 
month in arrears), NHS clinical income has been assumed to be in line with Plan 
in February. Overall this leaves the Trust £8.8m below original Production Plan 
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levels of income, after adjustment for partial non-payment for activity above 
contract value (in line with arbitration and mediation decisions in the last quarter 
for NHS Hampshire, Southampton and SouthWest commissioners). Once the 
Production Plan is adjusted for further budget issued to Divisions, principally for 
overperformance on individually priced procedures, drugs and devices (IPPDDs), 
the Trust is £15.7m short of its income plans for the year to date. Gross activity is 
still however £12.7m above contracted levels, before provision for non-payment of 
overperformance.  
 
There is an underrecovery of £1.1m cumulatively on non- NHS clinical income, 
principally due to lower private patient income, and a £1.6m positive variance on 
other operating income due to the receipt of cancer transitional funding and 
funding for mixed sex accommodation, offset by deferred Research & 
Development Income. 
 
The Divisions and Headquarters functions combined underspent by £587k in the 
month but are cumulatively £508k overspent. Divisions 1, 2 and 3 continue to 
experience particular pressures. The Divisional cumulative adverse variances are 
offset by Trust HQ underspendings as well as by net positive corporate variances, 
largely driven by reserves not required and a reduction in the level of accrued 
holiday pay (£1.3m), such that overall the Trust is cumulatively underspent by 
£4,265k on operating expenses. 
 
Whilst the Trust is £4.3m underspent on operating expenses this is insufficient to 
offset the significant adverse income variance driven by both providing for non-
payment of overperformance by the Trust’s main commissioners and increases in 
Plan due to IPPDD overperformance. 
 
Savings delivered (CIPs) were £0.9m short of their budgeted level although £0.7m 
of this was due to phasing budgets in twelfths; the cumulative shortfall against 
what the Divisions had said they would deliver in terms of savings was £0.2m 
(£0.5m at 31st January). The CIP programme is once again fully identified for the 
year. 
 
At the end of February the Trust had £21.9m in the bank. This represents a 
decrease of £3.2m compared to last month. This is £14.1m lower than Plan due 
principally to the lower than planned year to date surplus. The year end cash 
balance forecast is currently £14.5m less than Plan at £16.9m. The Trust is 
actively managing its cash during March in order to temporarily improve this 
forecast position in the short term to meet its External Financing Limit duty. This 
was highlighted at the December Audit & Assurance Committee meeting and fuller 
details are in the papers for the 22nd March A&AC meeting. 
 

Key Messages for  
February: 
 
 

 
Delivery of the Trust’s financial targets in 2009/2010 will principally be determined 
by performance in four areas: 
a) Divisional and Headquarter Directorates controlling expenditure to within their 
budgetary ‘runrate’ targets 
b) Delivery of in-year financial savings of at least £21.6m. 
c) Demand for SUHT’s services leading to planned activity and income levels, and 
receiving payment from the PCTs for the activity levels delivered. 
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 Centre, and other unforeseen risks emerging. 
 
This report provides an update on these four areas. 
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a) Controlling of expenditure to within the agreed ‘runrate’ budget targets 
 
In overall terms the Trust is cumulatively underspent against its plan by £4.3m, as 
shown on schedule 6a.  In total Clinical Directorates and HQ were £0.3m below 
agreed ‘runrates’ and central areas £4.9m below.  The favourable “runrate” 
variance is partially offset by an adverse year to date variance on CIPs of £0.9m. 
Divisional performance is analysed on Schedules 6a and 6b. 
 
Division 1 (surgery) overspent against its budgets by £76k in February due mainly 
to capacity pressures, and is £2,874k overspent cumulatively. Cumulatively to 31st 
January (February activity data is not available until late March) activity levels are 
£3.1m above Production Plan (after issuing funding for additional IPPDD income 
and overperformance). 
 
In February Division 2 (unscheduled care) overspent by £189k and is £1,387k 
overspent cumulatively. This was largely due to a positive move to provide 
additional capacity and resources put into ED to try and achieve the 4 hour target 
for the full year 2009/10. The Division’s activity was £0.6m higher than planned 
levels to the end of January, but £1.3m less than the Plan when adjusted for 
IPPDD funding issued. 
 
Division 3 (women and children) overspent by £253k (£1,331k cumulatively) driven 
by continuing high activity in gynaecology and child health, although activity 
overall is below Plan for the year to date. 
 
Division 4 (specialist services) overspent in the month by £64k despite continuing 
low activity levels (income is £4.5m below Plan after adjusting for IPPDDs). The in 
month overspend was largely driven by subcontracting costs. The Division is 
£464k overspent cumulatively. There is a problem with the national Payment by 
Results grouper, which is assigning cardiac spells to a lower level of complexity 
than it should. Although the cardiac care group is doing less work in absolute 
terms, there is an increasing casemix which is being lost in the PbR grouper and is 
not resulting in more expensive spells. Although it is not expected that any revision 
to the Grouper will be made in 2009/10 the problem appears to have been fixed in 
the “roadtesting” grouper for 2010/11 issued earlier in the year. 
 
Division 5 overspent by £163k in February due mainly to the writing off of income 
from other Trusts. This relates mainly to nuclear medicine income which should 
now (under HRG4) be recovered from PCTs as part of their contracts, rather than 
from other Trusts. The Division is £752k overspent cumulatively. 
 
Headquarters and central budgets collectively underspent by £1,604k in February. 
Underspends on Trust HQ budgets account for £1,353k, largely due to a 
significant reduction in the level of accrued holiday pay. There was also a £324k 
underpend on revenue maintenance. 
 
b) Delivering an in-year financial saving of £21.6m 
 
At the end of Febrary savings of £18.9 had been delivered, compared to the Plan 
of £19.8.  Of the £0.9m variance, £0.7m relates to differences in profiling between 
budgets and the monthly savings profile the Divisions have identified. The balance 
is due to slippage in delivery of identified schemes. 
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  Month   YTD  
Variance due to: Actual Plan Variance Actual Plan Variance 
 £m £m £m £m £m £m 
       
Divisional profile 2.1 2.0 0.1 18.9 19.2 (0.3) 
Unidentified 0 (0.2) 0.2 0 (0.1) 0.1 
       
 2.1 1.8 0.3 18.9 19.1 (0.2) 
       
Phasing in 
1/12ths 

0 0 0 0 0.7 (0.7) 

       
Total 2.1 1.8 0.3 18.9 19.8 (0.9) 

 
Schedule 7 shows the analysis of plans by Divisions, Headquarters Directorates 
and central schemes and Schedule 8 shows the detail of the overall savings 
programme. 
 
At 31st January schemes had been identified for 101% of the full year target with 
95.3% rated green (95.8% rated green at 31st January), 4.7% amber and a 
negligible percentage rated red. Of the target of £21.6m, £19.0m of the schemes 
(last month £18.8m) are identified as recurrent and efforts are underway to 
increase the recurrent level. 
 
At the end of February 87% of the full year savings had been delivered, which is 
4% lower than the percentage level of delivery at the end of February in 2008/09, 
albeit the absolute value of savings delivered is £2.8m higher than at the same 
period last year. 
 
 c) Achieving the agreed volumes of activity to deliver the income plan 
 
Initial activity and income for January are now available and are £1.0m below the 
Trust’s planned income for the month, due mainly to the weather’s impact on 
elective activity.  Due to the time lag in activity information being available (1 
month in arrears), NHS clinical income has been assumed to be in line with Plan 
in February.  
 
Overall this leaves the Trust £8.8m below original Production Plan levels of 
income, after adjustment for non-payment for activity above contract value (in line 
with arbitration and mediation decisions in the last quarter for NHS Hampshire, 
Southampton and SouthWest commissioners). Once the Production Plan is 
adjusted for further budget issued to Divisions, principally for overperformance on 
individually priced procedures, drugs and devices (IPPDDs), the Trust is £15.7m 
short of its income plans for the year to date. Gross activity is still however £12.7m 
above contracted levels, before provision for non-payment of overperformance.  
  
There is an underrecovery of £1.1m cumulatively on non- NHS clinical income, 
principally due to lower private patient income, and a £1,553k positive variance on 
other operating income due to the receipt of cancer transitional funding and 
funding for mixed sex accommodation, offset by deferred Research & 
Development Income. 
 
d) Creation of a contingency to cover unexpected variations on the above 
 
The approach for 2009/10 is based on identifying contingency reserves to cover 
the likely risk from variations in costs against Plan, contractual fines, the ISTC, 
Choice and Demand Management. If risks are successfully managed out, these 
reserves will become available to put into the central “bank” to which bids for 
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funding to improve services, quality and the hospital environment, can be made.  
 
The level of identified contingency reserve at the start of the year was £3.5m. 
 

Cash and liquidity 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Forecast 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Risks 
 
 
 
 

Schedules 9 and 10 show the Trust’s current balance sheet and cashflow.  
 
At the end of February the Trust had £21.9m in the bank. This represents a 
decrease of £3.2m compared to last month. This is £14.1m lower than Plan due 
principally to the lower than planned year to date surplus. The year end cash 
balance forecast is currently £14.5m less than Plan at £16.9m. However, as noted 
above the Trust is actively managing this to temporarily improve the cash balance 
at 31st March in order to meet its EFL duty. 
 
Assuming a 30 day working capital facility was in place, the current financial 
position would result in a liquidity rating of 2 and an overall Monitor risk rating of 3, 
although this is forecast to deteriorate to a 2 by the end of the financial year. The 
Trust’s liquidity is now only 0.5 days above the threshold for a “1” rating (Schedule 
2a) and by the year end is forecast to deteriorate by a further 2 days to 8.5 days. 
As previously highlighted, the basis of calculating the liquidity measure has 
changed from 1st April 2009 and this has significantly adversely affected the 
Trust’s liquid days. The move to International Financial Reporting Standards from 
1st April has also had a detrimental impact on the Trust’s liquidity rating. 
 
Schedule 2a shows the key balance sheet indicators.  
 

Schedule 11 shows capital expenditure for the month compared to Plan. £25.1m 
has been spent to date, compared to Plan of £26.5m.  
 
The Trust has undertaken a full year forecast review based on these results and 
reflecting the impact of the arbitration rulings. The current forecast is a surplus of 
£7.2m before impairments which would mean that the Trust would miss its surplus 
target by £10.4m.  This represents a reduction of £2m compared to the previous 
forecast. The main driver for this has been a deterioration of £0.5m in the 
Divisional position when a £0.5m improvement had been anticipated. In addition to 
this, £600k of income from Hampshire and Southampton, outside of the main 
contracts, is now felt to be at risk, and £300k extra has had to be spent to maintain 
performance against the 4 hour ED target. The forecast has an adverse impact on 
the Trust’s year end forecast and liquidity as reported above. 
 
Impairments (the original planned amount of £3.5m plus the impact of the MEA 
valuation basis of £5.7m) will reduce this surplus by £9.2m such that the bottom 
line position will be a loss of £2m.This is a lower post-impairment loss than 
previously forecast due to the reduction in the MEA impairment described above.  
 
 
The latest risk analysis, based on that presented to Trust Board in April 2009 and 
updated to reflect recent developments is shown below:  
 

Risks 
Identified 

Description Potent
ial 

Likelihood Weighted 
value 

Mitigation / notes 

Income & 
Contracts 

The Trust does 
not get paid for 

1.0 M – 50% 0.5 All major contracts 
now covered by 

CIPs Non-delivery of 
CIPs 

1.0 M – 50% 0.5 Seek CIPs in other 
areas;slip 
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developments 

Divisional 
overspending  

No 
improvement 
in Divisional 
budgets to 
deliver current 
forecast 

1.5 M – 50% 0.75 Robust performance 
management and cost 
control processes  

 
 
Significant progress has been made towards finalising the MEA valuation and resolving the matters 
raised in the December 2009 detailed report to the Audit Committee. As a result the overall impairment 
that will be taken to the I&E account in 2009/10 has reduced from £17.2m to £9.2m. A full report has 
been submitted to the 22nd March Audit & Assurance Committee. 
 
The impact of the reduction in surplus will not affect the Trust’s liquidity or Monitor Financial Risk Rating, 
and the DoH / SHA monitoring regime is focussed on pre-impairment surplus. The breakeven duty is also 
measured pre impairments. This move to MEA valuation is generally impacting across the NHS in 
2009/10.  


