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SOUTHAMPTON UNIVERSITY HOSPITALS NHS TRUST 
 

Corporate Monitoring Report 
 
Report to: 
 

Trust Board - 4th November 2008 

Report from 
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 September 2008. 

Review History to 
Date: 

The Trust Board has previously agreed the income and expenditure budgets for 
2008/2009 with a full year plan surplus of £13.3m. 
 
A paper was taken to the Board in October confirming that, following a review of 
the financial position, a surplus of £13.3m is still likely. 
 

Recommendation: The Trust Board is asked to note: 
 

(1) In September, the Trust made a surplus of £0.9m, compared to a planned 
surplus of £1.0m. High drug and clinical supplies costs were partially offset 
by uncommitted reserves and underspends on Pay. 

(2) Performance Improvement Programmes (PIPs) delivered were still below 
Plan, although just under half of the shortfall relates to profiling. 100% of 
schemes have now been identified, although just 37% of schemes had 
been delivered by the end of September. 

(3) There are still expenditure pressures within the Divisions. The principal 
area of concern is the Unscheduled Care division, which is under “special 
measures”, with formal review meetings with the Chief Executive every two 
weeks. 

 
Summary 
 
The Trust had an almost satisfactory month financially in September, delivering a 
surplus of £0.9m, a slightly lower surplus than planned. Cumulatively the Trust has 
made a surplus of £5.3m, compared to a planned surplus of £5.1m.  
 
Central income is based on activity for the first five months plus forecast month 6 
activity generally in line with the Production Plan. After taking account of some 
residual benefit from 2007/08 (£0.7m) there is a cumulative adverse variance of 
£0.2m. Levels of activity being delivered fell in August due to holidays although 
early indications are that September has seen increased activity. Discussions are 
currently being held with local PCTs about the affordability of this activity, both this 
year and in the future. 
 
There are continuing spend pressures within the Hospitals, partially offset by short 
term reductions in discretionary spend. The Divisions and Headquarters functions 
overspent by £0.5m in the month. The underlying expenditure position continues to 
be difficult due to continuing agency cost pressures particularly in Division 2 
(unscheduled care) and Division 1 (18 weeks) and the phasing of delivery of 
identified PIPs.  
 
Savings delivered (PIPs) were £2.4m short of their budgeted level although £1.3m 
of this was due principally to phasing budgets in twelfths; the shortfall against what 
the Divisions had said they would deliver in terms of savings was £1.1m.  
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At the end of September the Trust had £18.9m in the bank. This is £2.9m higher 
than last month and is £2m higher than Plan, due mainly to drawing down PDC 
from the Department of Health earlier than was previously anticipated. 
 
 

Key Messages for  
August: 
 
 

Delivery of the Trust’s financial targets in 2008/2009 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 at least £17.7m. 
c) Achievement of sufficient activity levels to secure the income levels planned. 
d) Development of a contingency reserve to offset any unexpected variations on 
the above and to manage the risks associated with performance related fines, 
Demand Management and the Independent Sector Treatment Centre. (ISTC). 
 
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 expenditure 
by £0.4m, as shown on schedule 6.  In total Clinical Directorates are £2.3m above 
Plan and Headquarters Directorates and central areas are £1.9m below.  Of the 
cumulative variance, there is a £2.0m underspend against “runrate” budgets, offset 
by slipped and unidentified savings of £1.1m. A further £1.3m variance is due to 
the fact that PIP targets are phased in twelfths. Divisional performance is analysed 
on Schedule 6. 
 
Division 1 (surgery) overspent against its budgets by £267k in September 
(cumulatively £887k overspent). Pay overspent by £240k due in part to continuing 
efforts to hit 18-week targets and unmet CIP targets.  
 
In September Division 2 (unscheduled care) underspent by £108k (cumulatively 
£1,282k overspent), although the underspend is less than the Division’s forecast 
due to additional unfunded beds; To date the Division has received £870k of 
devolved income budget; if this funding had not been issued the reported position 
would have been a cumulative overspend of £2,159k. The main pressures 
continue to arise from premia on agency staff and overtime, unfunded bed 
capacity and unfound savings.  
 
Due to the Division’s ongoing problems with capacity and recruitment, the Division 
remains under “Special Measures” to ensure that the current problems are 
addressed as rapidly as possible.  
  
Division 3 (women and children), overspent by £186k in September, due to 
unfound CIPs and use of agency in Obstetrics and Gynaecology.  
 
Division 4 overspent by £123k in September due to high activity levels. 
 
Division 5 (diagnostics and therapies) underspent by £98k despite continuing high 
blood and blood products costs. 
 
Divisional income had an adverse variance of £208k in September, driven mainly 
by the phasing of R&D income to match expenditure. 
 
Headquarters and central budgets collectively overspent by £0.3m in September; 
unspent uncommitted reserves were offset by an increase in the amount of 
uncoded and unapproved invoices in managers' inboxes (the "non-PO accrual").  
 
All Divisions have been tasked by the Chief Executive to produce Plans by the end  
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of October to return to financial balance by the end of the year. 
 
b) Delivering an in-year financial saving of £17.7m 
 
At the end of September savings of £6.5m (last month £4.6m) had been delivered, 
compared to the Plan of £8.8m. Of the variance of £2.3m, £1.3m relates to 
differences in profiling between budgets and the savings profile the Divisions are 
working to. The balance relates to unidentified schemes and slippage in delivery of 
savings identified. 
  
Schedule 7 shows the analysis of firm plans by Divisions, Headquarters 
Directorates and central schemes and Schedule 8 shows the detail of the overall 
savings programme of £17.7m. 100% of schemes have now been identified with 
80% rated as green and 20% as amber. 
 
Significant efforts are underway in divisions, facilitated by the PMO, to improve the 
situation, with particular focus on driving timely delivery of identified schemes 
 
 c) Achieving the agreed volumes of activity to deliver the income plan 
 
Activity figures for August are now available and show a “quiet month”, which is to 
be expected given the school holidays and the bank holiday. Assuming Production 
Plan levels of income in month 6, cumulative overperformance compared to the 
Production Plan is £1.6m (overperformance of £9.0m compared to the Sales Plan).  
 
Overall NHS clinical income is showing an adverse variance of £0.2m due to the 
issue of devolved income to Divisions not matched by overperformance against 
the Production Plan (£2.5m). This is offset by additional activity from the 2007/08 
financial year, which was not identified in time to be billed in the old year (£0.7m). 
 
Non NHS Clinical Income shows an adverse variance of £427k cumulatively, due 
to lower than Plan private patient income. Other Central Income includes 
education, research and Market Forces Factor (MFF) funding and in September 
income exceeded budget by £131k, mainly due to higher than anticipated MFF 
funding. 
 
Detailed variances by commissioner are shown on Schedule 3. The Trust has 
recently agreed a likely year end planning assumption with Hampshire PCT and 
work on securing a similar agreement with Southampton City PCT is ongoing. The 
CMR now also includes a Schedule 4a, showing income by type (elective, 
nonelective etc).  
 
Schedule 4b will be included in the CMR on a quarterly basis. It shows progress 
made in delivering the 2020 Vision by growing activity in the Trust’s defining and 
contestable services. 
 
 
d) Creation of a contingency to cover unexpected variations on the above 
 
The approach for 2008/09 has been based on identifying contingency reserves to 
cover the likely risk from variations in costs against Plan, contractual fines, the 
ISTC, Extended 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 funding to improve services, quality and the hospital environment, 
can be made. In June £2.4m of funding was issued to Division 2 to fund the 
additional costs they will incur in nursing agency costs, assuming the Division 
achieves its recruitment plan; this has left a balance on contingency reserves the 
year to date element of which has been released. 
 

Cash and liquidity Schedules 9a and 10 show the Trust’s current balance sheet and cashflow. The 
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Trust’s cash position has improved considerably over the last 18 months, although 
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. A further capital loan of £8m has been taken out in September 
2008. 
 
At the end of September the Trust had £18.9m in the bank, an increase of £2.8m 
compared to August and £2m more than Plan, mainly due to the drawing down of 
PDC funding for the haenatology capital scheme earlier than had previously been 
anticipated. 
 
Assuming a 30 day working capital facility was in place, the current financial 
position would result in a liquidity rating of 4 and an overall Monitor risk rating of 4. 
(Schedule 2a). 
 
 
Schedule 2a also shows some key balance sheet indicators which are being 
developed.  
 

 
 
 
 
Year-end forecast 
 
 
 
 
Risks 

Schedule 11 shows capital expenditure for the year to date compared to Plan. 
Thus far, £13.4m has been spent against a Plan of £11.4m. This is due to budget 
phasing and is not currently a cause for concern. 
 
The Trust’s year-end forecast is reviewed on a monthly basis. This exercise has 
confirmed that despite pressures in some areas the target surplus of £13.3m is still 
expected to be delivered.  
 
 
The Trust’s main financial risks are summarised below. The approach this year 
has been to identify contingency reserves to manage the risks associated with 
performance related fines, Demand Management and the Independent Sector 
Treatment Centre (ISTC) as well as general cost pressures and non-delivery of the 
Production Plan. Currently, reserves of £8.6m are being held to cover these risks, 
after the issue of £2.4m of funding to Division 2.  
 
 

Risks 
identified 

Description Potential 
value £m 

Likelihood Weighted 
value 

£m 

Current situation and mitigation 

Income & 
Contracts 

The level of 
contracted income 
is lower than that 
assumed in the 
Production Plan 

10.0 M – 50% 5.0 Monitor to ascertain whether work 
flows to the Trust as expected. 
Have clear mechanisms for cost 
reduction should the income not 
flow. Significant concerns about 
collectability of income due to 
pressures on PCT budgets in local 
health economy. 

 Potential for 
challenges to 
SUHT coding on 
zero length of stay 
beyond the £1m 
held in Reserves 

1.0 M – 50% 0.5 Risk capped under the contract at 
£1m per PCT for < 1 day length of 
stay. Need a robust process to 
identify and prevent inappropriate 
zero length of stay admissions. 
SCPCT have engaged McKinseys 
to assist with contract challenges in 
other areas; coding challenge also 
reflected above. 

 MFF – Lower than 
planned due to 
“MFFable” income 
under PbR being 
lower 

1.0 L – 25% 0.25 Monitor level of PbR activity; 
provide for this from any over 
performance 

 Penalty regime 6.5 M – 50% 3.25 Currently achieving c. difficile 
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under mandated 
national contracts  

targets and now on trajectory for 18 
weeks. Ensure the Trust complies 
with service performance (C 
difficile, 18 weeks) and information 
provision requirements; increase 
CIPS; utilise contingency reserves 

 Lose more activity 
than anticipated 
due to Choice/ISTC 

2.5 L – 25% 0.625 Seek other clinical income by 
increasing market share in targeted 
areas; increase CIPs 

CIPs Non-delivery of 
CIPs 

5.0 M – 50% 2.5 100% of CIPs now identified but 
there is slippage in delivery. Seek 
CIPs in other areas; slip 
developments 

Demand 
Management 

Cost reduction 
required in 
response to 
successful Demand 
Management 

3.0 L – 25% 0.75 PCT led schemes are only 
emerging slowly, so risk is reducing. 
Model and understand costs which 
can be removed; increase CIPs; 
develop new income streams to 
compensate 

 Subcontracting 
required if Demand 
Management fails 

2.0 M – 50% 1.0 Work with PCTs to develop robust 
Demand Management plans which 
enable the Trust to move to optimal 
capacity 

ISTC Inability to reduce 
costs 

2.5 M – 50% 1.25 Model and understand costs which 
can be removed; increase CIPs; 
develop new income streams to 
compensate 

Divisional 
overspending  

Pressures 
experienced in 
07/08, principally in 
Division 2, flow 
through into 08/09 

3.0 M – 50% 1.5 Significant pressures in Division 2 
highlight the ongoing risk in this 
area. Set budgets at outturn run 
rate levels and based on a realistic 
capacity plan 

      

 TOTAL    16.625 
 

 

 
 


