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SOUTHAMPTON UNIVERSITY HOSPITALS NHS TRUST 

 
Corporate Monitoring Report 

 
Report to: 
 

Trust Board - 6th May 2008 

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 March 2008 and the outturn position of the 2007/08 financial year. 

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 Board are asked to note: 
 

(1) Based on draft, unaudited results, the Trust has delivered a surplus of 
£17.95m, in line with its forecast of £18m. 

(2) Performance Improvement Programmes (PIPs) delivered were slightly in 
excess of Plan. 

(3) In aggregate the divisions made good progress in bringing run-rates into 
monthly balance but Division 2 (Unscheduled Care) has ongoing problems 
as we enter 2008/09. 

 
Summary 
 
The Trust had another satisfactory month in March, delivering a surplus of £0.8m, 
although this was £0.25m less than Plan. The Trust thus ended the year with a 
surplus of £17.95m, in line with its forecast.  
 
The position reflects some continuing spend pressures within the Hospitals, 
principally within Medicine, offset by a benefit from income performance. Surgery 
also experienced operational challenges as it attempted to respond to its 18 week 
target pressures. 
 
The financial position assumes that the Trust will get paid by PCTs for its activity. 
Due to the short timescale to produce final accounts, March’s activity is an 
estimate and the impact of any variance compared to actuals will be felt in 
2008/09; however, this is not expected to be significant.  
 
The Divisional position improved by £422k in February, although this was only 
after devolving income for overperformance and subcontracting (£2.0m), in line 
with the Devolved Income Policy. The underlying expenditure position was due to 
continuing agency cost pressures as well as additional costs being incurred to hit 
18 week targets and a number of one-off items such as stock variations and high 
laboratory costs in pathology. These were offset by unspent general reserves. 
 
The gross additional clinical income reflected in the ledger is now £22.3 m (last 
month, £20.7m). This is split between central income (Total Commissioned 
Income, £9.5m, per Schedule 2) and the Divisions (the balance). The increase is 
due to continuing high levels of activity in excess of contracted levels. 
 
Savings Plans (PIPs) were slightly ahead of the planned level and £22.0m of 
schemes have been delivered in year. 
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At the end of March the Trust had £10.4m in the bank. This represents an 
increase of £6.4m compared to last month and is largely due to the drawdown of 
the balance of the 2007/08 capital loan. 
 

Key Messages for  
March: 
 
 

Delivery of the Trust’s financial targets in 2007/2008 was 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 at least £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 £6.8m, as shown on schedule 3.1 (last month, £6.5m).  In total 
Clinical Directorates were £4.3m above agreed ‘runrates’ and Headquarters 
Directorates and central areas were £2.6m above.  Divisional performance is 
analysed on Schedule 3.1. 
 
Division 1 (Surgery) 
 
The Division overspent against its budgets by £216k in March, after receiving 
devolved income of £10k. Stock levels fell following year end stocktakes and there 
were unanticipated costs relating to theatre staff at Lymington Hospital.  
 
This Division has been under “special measures” for the past 6 months, and whilst 
significant progress has been made the cumulative position for the year was 
£2.3m, due to the problems encountered in the first half of the year. 
 
Division 2 (Unscheduled Care) 
 
In March Division 2 overspent by £391k, £3.4m cumulatively, after receiving £159k 
of devolved income. The main pressures continue to arise from premia on agency 
staff and unfound savings.  
 
Significant efforts are underway to improve the recruitment and retention of staff in 
order to address the consequent cost and other pressures arising. This is 
especially important as we enter the new financial year as much of the additional 
capacity for new beds is in Division 2, which will increase the agency pressures. 
the division has been formally placed under “special measures” in April.. 
 
Division 3 (Women & children) 
 
Division 3 underspent by £659k after £413k of devolved income in March. 
Overachievement of savings targets was the main contributor to this. The year to 
date position is an underspend of £1,201k. 
 
Division 4 (Specialist Services) 
 
The Division underspent by £212k in March (year to date £731k underspend), 
after £1,099k of devolved income. Cost pressures included cardiac subcontracting 
and high spend in neuro theatres. 
 
Division 5 (Diagnostics & Therapies) 
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Division 5 benefits from a 10% “levy” on devolved income passed to the other 4 
Divisions, to reflect their role in supporting the extra activity carried out. In March 
the division received £287k and reported an underspend of £159k (year to date 
£540k adverse). Agency and overtime budgets overspent, in line with increased 
activity. 
 
Headquarters and central budgets 
 
Headquarters and central budgets collectively overspent by £582k in March. 
£1.8m of this overspend was within Trust Headquarters, due to central accruals for 
enhancements, overtime and agency costs. Headquarters pay budgets 
accordingly overspent by £1.7m. 
 
The underspend on corporate and central budgets was mainly due to unspent 
reserves. 
 
Cumulatively, Headquarters and central budgets overspent by £2.6m. 
 
b) Delivering an in-year financial saving of £21.5m 
 
At the end of March savings of £22.0m had been delivered, compared to the 
revised £21.5m Plan.  Of these savings, only £13.2m are recurrent but £4.45m of 
the income relating to PIP income schemes has been built into 2008/09 activity 
contracts. 
  
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. 
 
 c) Achieving the agreed volumes of activity to deliver the income plan 
 
Activity figures for February are now available so the income figures included here 
are based on 11 months of actual activity, projected forward for month 12 (March). 
Due to the short timescale to produce final accounts, March’s activity is an 
estimate and the impact of any variance compared to actuals will be felt in 
2008/09; however, this is not expected to be significant.   
 
Activity continues to overperform against contracts; cumulatively, the Trust is 
expecting net additional income of over £22m. However, there is a net adverse 
variance of £1.2m due to additional activity being more than offset by budgets 
being devolved to divisions under the devolved income policy. 
 
There was an underrecovery of £753k on Divisional income budgets this month 
due to a variety of factors including increased R&D income (£150k), increased 
RTA income (£94k), and higher private patient activity (£200k+). The end of year 
position is an overrecovery of £0.3m. 
 
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 has been based on identifying contingency reserves to 
cover the likely risk from the ISTCs, Extended Choice and Demand Management. 
As risks were managed out, these reserves became available to put into the 
central “bank” to which bids for funding, to improve services, quality and the 
hospital environment, could be made.  
 
Due to the improved financial position sums were released from reserves to help 
address waiting list and A&E targets.  
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Cash and liquidity Schedules 5 and 6 show the Trust’s current balance sheet and cashflow. Although 
the Trust’s cash position has improved considerably, this was only achieved by 
taking out a £25m working capital loan from the Department of Health last year 
and £10.5m of capital loan in 2007/08, on which interest is payable. 
 
At the end of March the Trust had £10.4m in the bank and is now paying just 
under 90% of non-NHS suppliers within 30 days. The increase in cash in month is 
largely due to the drawing down of the second instalment of our capital loan. 
 
Due to the improved position, factoring the year end liquidity into the Monitor 
liquidity model, and assuming a working capital facility was in place, should result 
in a liquidity rating of 3. 
 

 


