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SOUTHAMPTON UNIVERSITY HOSPITALS NHS TRUST 
 

Corporate Monitoring Report 
 
Report to: 
 

Trust Board - 25th May 2010 

Report from: 
 
Sponsoring 
Executive: 
 

Andrew Wood, Deputy Director of Finance 
 
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 April 2010. 

Review History to 
Date: 

The Trust Board has previously agreed the income and expenditure budgets for 
2010/2011 with a full year plan pre-impairment surplus of £4.9m. 
 

Recommendation: The Board are asked to note: 
 

(1) In April, the Trust has delivered a pre-impairment loss of £1.5m, £1.1m worse 
than Plan. 

(2) Cost Improvement Programmes (CIPs) delivered were significantly below 
Plan, although over half of the shortfall relates to profiling.  A round of 
focused CIP reviews with each Division by the CEO, COO and DoF are 
scheduled for the second half of May. 

(3) Divisions and headquarters functions overspent against Plan by £2m 
although this was offset by £0.8m of underspending on reserves and 
corporate budgets. 

(4) The April position is based on a number of assumptions around income and 
activity management. 

 
Summary 
 
The Trust had a difficult month overall in April, delivering a loss of £1.5m, £1.1m 
worse than Planned.  
 
There have been significant shortfalls in delivery against planned CIPs leading to 
significant adverse variances in the Divisions, offset in part by underspending 
reserves and corporate budgets.  
 
Due to the time lag in activity information being available (1 month in arrears), 
activity numbers for April are not yet available. However, given the size of the activity 
management programmes required this year, and the fact that plans are not yet fully 
worked up, a small level of overperformance against income budgets (£500k) has 
been assumed for April. No assumption has been made at this stage about earning 
any of the incentive payments which are contained within the financial framework 
currently being finalised with PCTs. 
 
There is a small (£74k) underrecovery of non - NHS clinical income due to 
continuing low levels of private patient income offset by high Road Traffic Act 
income. 
 
The Divisions and Headquarters functions overspent by £2m in the month. The 
underlying runrate position within Divisions was £759k adverse, offset by 
underspendings in Trust HQ, corporate and reserve budgets to give a £995k positive 
runrate variance overall. However, delivery of CIPs in April was disappointing.  
 
Savings required (CIPs) total £33.5m, being the 10/11 target of £30m plus £3.5m of 
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09/10 savings which were only found non-recurringly but are largely offset by £2.8m 
full year effect of the 2009/10 CIPs which are included in the 2010/11 identified 
CIPs.  In April, savings of £0.6m were delivered, leading to a variance against Plan 
of £2.2m, although £1.2m of this was due to phasing budgets in twelfths; the shortfall 
against what the Divisions had said they would deliver in terms of savings was 
£1.0m.  
 
At the end of April the Trust had £11.8m in the bank. This represents a significant 
decrease of £18.3m compared to last month mainly because creditors were held at 
artificially high levels at the year end to ensure that the Trust achieved its External 
Financing Limit (EFL) target. The planned cash balance at the month end was 
£13.3m. 
 
 

Key Messages for  
April: 
 
 

Delivery of the Trust’s financial targets in 2010/2011 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 £33.5m plus activity  
       management savings of a further £9m.  Activity Management cost savings are  
       phased into budgets from 1st July 2010. 
c)    Delivery of activity levels in line with contracts and the capacity Plan. 
d)    Development of a contingency reserve to offset any unexpected variations on  
       the above, and to manage the risks associated with Demand Management  
       and other unforeseen risks emerging. 
This report provides an update on these four areas. 
 
a) Controlling of expenditure to within the agreed ‘runrate’ budget targets 
 
In overall terms the Trist is cumulatively overspent on operating expenditure by 
£1.2m.  The impact of phasing the CIPs in twelfths as opposed to the profile 
identified by Divisions is £1.2m. 
 
The Trust is cumulatively underspent against its forecast ‘runrate’ expenditure by 
£1.0m, as shown on schedule 6a.  In total Clinical Directorates were £0.8m above 
agreed ‘runrates’ and Headquarters Directorates and central areas were £1.8m 
below.  This latter number includes £530k which is the impact of adding back the 
adverse variance on divisional income, to give a true expenditure variance. 
Divisional performance is analysed on Schedule 6a. 
 
Division 1 (surgery) overspent against its budgets by £532k in April. Unfound CIP 
savings of £284k (of which £173k was due to profiling CIPs in twelfths) were 
compounded by continuing high spend to meet 18 week targets.  
 
In April Division 2 (unscheduled care) overspent by £745k. There were unfound 
CIPs of £551k, of which £194k were due to profiling, and the position was 
exacerbated by pressures in cancer care (drugs, private patient income) and 
emergency care (agency).  Of particular concern in this Division is the level of 
unidentified CIP at over 50%. 
 
Division 3 (women and children) overspent by £367k, of which £280k was due to 
undelivered CIP with just £61k due to phasing in twelfths.  The balance was due to a 
number of small cost pressures. 
 
Division 4 (specialist services) overspent by £685k. Unfound CIPs of £478k 
(including £210k due to profiling) were compounded by high pacing, drug and 
agency costs.  
 
Division 5 overspent by £513k, and unfound CIPs account for £488k of this 
(including £264k due to profiling).  
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Headquarters and central budgets collectively underspent by £1,656k in April. Of 
this, £530k is due to the impact of removing adverse divisional income variances to 
give a true expenditure variance and there was £740k slippage on reserves.  Other 
Services underspent by £316k due to high RTA income and a reduction in the value 
of unpaid creditor invoices in managers’ inboxes. 
 
 
 
b) Delivering an in-year financial saving of £33.5m 
 
At the end of April savings of £0.6m had been delivered, compared to the Plan of 
£2.8m.  Of the variance of £2.2m, £1.0m relates to unidentified savings and 
differences between what Divisions identified for delivery and what they actually 
delivered.  Differences in profiling between budgets and the savings profile the 
Divisions have committed to deliver account for the additional £1.2m variance. 
 
 
  Month   YTD  
Variance due to: Actual Plan Variance Actual Plan Variance 
 £m £m £m £m £m £m 
       
Divisional profile 0.6 1.1 (0.5) 0.6 1.1 (0.5) 
Unidentified 0 0.5 (0.5) 0 0.5 (0.5) 
       
 0.6 1.6 (1.0) 0.6 1.6 (1.0) 
       
Phasing in 
1/12ths 

0 1.2 (1.2) 0 1.2 (1.2) 

       
Total 0.6 2.8 (2.2) 0.6 2.8 (2.2) 

 
At 30th April 2% (£0.6m) of CIP schemes had been delivered.  This compares to 2% 
(0.5m) at 30th April 2009. 
 
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. 
 
 c) Achieving the agreed volumes of activity to deliver the income plan 
 
Due to the time lag in activity information being available (1 month in arrears), 
activity numbers for April are not yet available. However, given the size of the activity 
management programmes required this year, and the fact that plans are not yet fully 
worked up, a small level of overperformance against income budgets (£500k) has 
been assumed for April. This is based on an estimate of overall activity based on 
prior month levels, working days in month and other lead indicators, with an 
assumption that the Trust gets paid less than 50% for this “overperformance” at this 
stage. No assumption has been made at this stage about earning any of the 
incentive payments which are contained within the financial framework currently 
being finalised with PCTs. 
 
There is a small (£74k) underrecovery of non - NHS clinical income due to 
continuing low levels of private patient income offset by high Road Traffic Act 
income. 
 
There was an underrecovery of £455k on Divisional income budgets this month due 
to a variety of factors including low R&D and hosted services income (£256k) and 
low clinical support income. 
 



 

4 

d) Creation of a contingency to cover unexpected variations on the above 
 
The approach for 2010/11, as in previous years, is based on identifying contingency 
reserves to cover the likely risk from variations in costs against Plan, and additional 
workload due to unsuccessful activity management. If risks are successfully 
managed out, these reserves will become available to put into the central “bank” to 
which bids for funding to improve services, quality and the hospital environment, can 
be made.  
 
The level of identified contingency reserves at the start of the year is £2.2m and the 
Trust will be seeking to increase this to provide more resilience to its financial 
position during the year. 
 

Cash and liquidity 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Risks 
 
 
 
 

Schedules 9a and 10 show the Trust’s current balance sheet and cashflow. 
 
At the end of April the Trust had £11.8m in the bank. This represents a significant 
decrease of £18.3m compared to last month, mainly because creditors were held at 
artificially high levels at the year end to ensure that the Trust achieved its External 
Financing Limit (EFL) target. The planned cash balance at the month end was 
£13.3m. 
 
Assuming a 30 day working capital facility was in place, the current financial position 
would result in a liquidity rating of 1 and an overall Monitor risk rating of 1, due 
mainly to the year to date loss and non-achievement of Plan. (Schedule 2a). The 
potential new loan to fund an additional multi-storey car park, which is assumed in 
the forecast, would give a short term boost to the Trust’s liquidity such that the risk 
rating would rise to a 3 at the year end.  However, given the level of expenditure this 
would entail the Trust is actively reviewing alternative solutions.   
 
Schedule 2a also shows some key balance sheet indicators.  
 

Schedule 11 shows capital expenditure for the month compared to Plan. £0.9m was 
spent, compared to Plan of £1.1m.  
 

Risks 
Identified 

Description Potential 
Value £m 

Likeli
hood 

Weighted 
value £m 

Mitigation 

Income & 
Contracts 

“Over performance” 
above contract 
levels not paid for 

£15m M- 
50% 

£7.5m Ensure that the Trust 
works to capacity and 
thresholds etc. 

CIPs Non-delivery of 
CIPs 

£10m M- 
50% 

£5m Strong performance 
management 

Activity 
Management 

Cost reduction 
required in 
response to 
successful Activity 
Management. 

(NB:  This risk and 
the risks regarding 
“overperformance” 
above cannot be 
compounded). 

£5m M- 
50% 

£2.5m Ensure full 
engagement in Activity 
Management, ensure 
costs which can be 
removed are removed 
and develop new 
income streams to 
compensate. 

Divisional 
overspending  

Pressures 
experienced in 
09/10 flow through 
into 10/11 

£10m M- 
50% 

£5.0m Strong performance 
management and risk 
reserve provided in 
Budget setting. 

 
 


