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SOUTHAMPTON UNIVERSITY HOSPITALS NHS TRUST 

 
Corporate Monitoring Report 

 
Report to: 
 

Trust Board - 24th November 2009 

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 October 2009. 

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 Trust Board formally reviewed its full year forecast in September and revised 
this to £11.2m. 
 

Recommendation: The Board are asked to note: 
 

(1) In October the Trust delivered a net surplus of £0.5m, £0.9m less than 
Planned. The Trust is cumulatively £3.9m below Plan. 

(2) Cost Improvement Programmes (CIPs) delivered year to date are £0.7m 
below Divisional Plans and a further £1.5m below the Plan expressed in 
twelfths. Detailed Plans are in place to deliver the full target. 

(3) Overspending in Division 1 is of particular concern (despite a small positive 
variance in October). The other Divisions all overspent against budget in 
October. 

(4) The current year end forecast is a surplus of £11.2m which would mean 
that the Trust would miss its surplus target by £2.7m. The principal cause 
of the worsened forecast is concern regarding payment for activity above 
contracted levels. Action is being taken with Divisions and THQ to mitigate 
the position albeit the Trust experienced significant operational pressures 
in October, which placed considerable pressure on the revised forecast. 
Discussions continue with PCTs and further actions are underway to 
stabilise the forecast position. 

 
Summary 
 
The Trust delivered a surplus of £0.5m in October. For the year to date a surplus 
of £4.0m has been delivered, compared to a Plan of £7.9m. 
 
Initial activity and income for September are now available and are £0.3m over the 
Trust’s planned income for the month.  The final August position was also £0.3m 
higher than previously reported. 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 October. Overall this leaves the Trust £3.1m below original 
Production Plan levels of income, after provision for partial non-payment for 
activity above contract value. Once the Production Plan is adjusted for further 
budget issued to Divisions for overperformance on individually priced procedures, 
drugs and devices (IPPDDs), the Trust is £7.0m short of its income plans for the 
year to date. Activity is still however £5.7m above contracted levels, before 
provision for partial non-payment of overperformance. 
 
There is an underrecovery of £790k cumulatively on non- NHS clinical income, 
principally due to lower private patient income, and a positive variance on other 
operating income due to the receipt of cancer transitional funding and funding for 
mixed sex accommodation. 
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The Divisions and Headquarters functions underspent by £56k in the month but 
are cumulatively £1,448k overspent. Division 1 continues to experience particular 
pressures although in October it reported a positive variance of £344k, mainly due 
to the issue of backdated funding for activity above Production Plan levels. The 
Divisional and HQ in-month and cumulative adverse variances are offset by net 
positive corporate variances, largely driven by reserves not required, such that 
overall the Trust is cumulatively underspent by £2,915k on operating expenses. 
 
Savings delivered (CIPs) were £2.2m short of their budgeted level although £1.5m 
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 £0.7m 
(£1.0m at 30th September). The CIP programme remains fully identified for the 
year. 
 
At the end of October the Trust had £28.4m in the bank. This represents an 
increase of £1.6m compared to last month. This is £1.0m lower than Plan due 
increased working capital. The year end cash balance forecast is currently £5.2m 
less than Plan at £26.2m. 
 

Key Messages for  
October: 
 
 

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. 
 
a) Controlling of expenditure to within the agreed ‘runrate’ budget targets 
 
In overall terms the Trust is cumulatively underspent against its plan by £2.9m, as 
shown on schedule 6a.  In total Clinical Directorates and HQ were £0.8m below 
agreed ‘runrates’ and central areas were £4.3m below.  This is offset by an 
adverse year to date variance on CIPs of £2.2m. Divisional performance is 
analysed on Schedules 6a and 6b. 
 
Division 1 (surgery) underspent against its budgets by £344k in October (due 
mainly to the issue of budget for performance above Production Plan levels) but is 
£2,294k overspent cumulatively.  Cumulatively to 30th September (October activity 
data is not available until late November) activity levels are £2.6m above 
Production Plan after adjusting for additional IPPDD income that would be 
expected, based on additional funding issued to the Division (to the end of 
September). 
 
In October Division 2 (unscheduled care) overspent by £44k and is £808k 
overspent cumulatively. This was mainly due to agency costs, particularly in 
emergency care. The Division’s activity was £0.3m lower than planned levels to 
the end of September, £1.1m less than the Plan when adjusted for IPPDD funding 
issued. 
 
Division 3 (women and children) overspent by £98k (£747k cumulatively) driven by 
high activity in gynaecology and neonates, although activity overall is £0.5m below 
Plan. 
 
Division 4 (specialist services) overspent in the month by £597k despite continuing 
low activity levels (£3.1m below Plan after adjusting for IPPDDs). The in month 
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overspend was largely driven by pressures in the neuro care group and stock 
valuation adjustments. The Division is £515k 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. This 
has been raised with the NHS Information Centre, although it is not expected that 
any revision to the Grouper will be made in 2009/10. 
 
Division 5 overspent by £291k in October due mainly to high blood and MSSE 
costs. The Division is £679k overspent cumulatively. 
 
Headquarters and central budgets collectively underspent by £985k in October. 
Underspends on Trust HQ budgets account for £739k of this. 
 
b) Delivering an in-year financial saving of £21.6m 
 
At the end of October savings of £10.4m had been delivered, compared to the 
Plan of £12.6m.  Of the £2.2m variance, £1.5m 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. 
 
  Month   YTD  
Variance due to: Actual Plan Variance Actual Plan Variance 
 £m £m £m £m £m £m 
       
Divisional profile 2.4 1.9 0.5 10.4 11.2 (0.8) 
Unidentified 0 0.2 (0.2) 0 (0.1) 0.1 
       
 2.4 2.1 0.3 10.4 11.1 (0.7) 
       
Phasing in 
1/12ths 

0 (0.3) 0.3 0 1.5 (1.5) 

       
Total 2.4 1.8 0.6 10.4 12.6 (2.2) 

 
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 October schemes had been identified for over 100% of the full year target 
with 88% rated green (82% rated green at 30th September), 11% amber and 1% 
red, which reflects an increase in confidence of delivering the schemes since last 
month. Of the target of £21.6m, £19.3m of the schemes are identified as recurrent 
and efforts are underway to increase the recurrent level. 
 
At the end of October 48% of the full year savings had been delivered, which is 
4% higher than the percentage level of delivery at the end of October in 2008/09, 
although the absolute value of savings delivered is £1.5m 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 September are now available and are £0.3m over the 
Trust’s planned income for the month; The final August position was also £0.3m 
higher than previously reported. 
  
Due to the time lag in activity information being available (1 month in arrears), 
central income has been assumed to be in line with Plan in October.  
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Overall this leaves the Trust £3.1m off original Production Plan levels of income, 
after provision for partial non-payment for activity above contract value. Once the 
Production Plan is adjusted for further budget issued to Divisions for 
overperformance on individually priced procedures, drugs and devices (IPPDDs), 
the Trust is £7.0m short of its income plans for the year to date. Activity is still 
however £5.7m above contracted levels. 
 
This represents an area of risk for the Trust in terms of getting paid for the activity 
above contracted levels. 
 
There is also an underrecovery of £790k cumulatively on non- NHS clinical income 
due to continuing low levels of private patient and Road Traffic Act income. 
 
Other operating income is £899k more than Plan due mainly to the receipt of 
transitional funding from the Department of Health for cancer growth and the 
receipt of funding for same sex accommodation works already undertaken. 
 
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 
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 
 
 
 
 
 
 
 
 
 

Schedules 9 and 10 show the Trust’s current balance sheet and cashflow.  
 
At the end of October the Trust had £28.4m in the bank. This represents an 
increase of £1.6m compared to last month which was expected given the payment 
of dividends and interest in September. This is £1m lower than Plan due to higher 
working capital. The year end cash balance forecast is currently £5.2m less than 
Plan at £26.2m.  
 
Assuming a 30 day working capital facility was in place, the current financial 
position would result in a liquidity rating of 3 and an overall Monitor risk rating of 4. 
(Schedule 2a), although by the year end liquidity is predicted to fall to a 2, with an 
overall score of 3. 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. £14.4m 
has been spent to date, compared to Plan of £20.1m.  
 
The Trust undertook a full year forecast review based on the month 5 results 
which is reflected in this report. The current forecast is a surplus of £11.2m which 
would mean that the Trust would miss its surplus target by £2.7m.  The principal 
cause of the worsened forecast is concern regarding payment for activity above 
contracted levels. Action is being taken with Divisions and THQ to mitigate the 
position in order to deliver the revised forecast. Discussions continue with PCTs 
and further actions are underway to stabilise the forecast position. The forecast 
has an adverse impact on the Trust’s year end forecast and liquidity as reported 
above. A detailed full year forecast will be undertaken in December based on 
month 8 results and will be reported to the Board in January. 



 

5 

Risks 
 
 
 
 

 
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 

Value 
£m 

Likelihood Weighted 
value 

£m 

Mitigation 

Income & 
Contracts 

The level of 
activity is lower 
than that 
assumed in the 
Trust’s Plans.  

5.0 M – 50% 2.5 Ensure that the Trust 
works to capacity and 
that repatriated work 
flows into the Trust as 
expected. Have clear 
mechanisms for cost 
reduction should the 
income not flow 

 The Trust does 
not get paid for 
additional 
activity over 
and above 
contracted 
levels 

10.0 H – 75% 7.5 The risk is that the 
Trust will incur costs in 
overperforming which 
will not be covered by 
additional income; will 
need to closely 
monitor activity to 
ensure valid growth 
increases and service 

 Penalty regime 
under 
mandated 
national 
contracts  

2.0 L – 25% 0.5 Penalties have been 
mitigated out of the 
Trust’s 2 main 
contracts. Ensure the 
Trust complies with 
service performance 
(C difficile, 18 weeks) 
and information 
provision 

CIPs Non-delivery of 
CIPs 

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

Demand 
Management 

Cost reduction 
required in 
response to 
successful 
Demand 
Management 

3.0 M – 50% 1.5 Identify impact of 
workstreams on Trust 
and areas of cost 
reduction 

 Subcontracting 
required if 
Demand 
Management 
fails 

4.0 M – 50% 2.0 Work with PCTs to 
develop robust 
Demand Management 
plans which enable the 
Trust to move to 
optimal capacity; 
trigger Activity 
Management Plans 

Divisional 
overspending  

Pressures on 
Divisional 
budgets due to 
excess activity 
or poor cost 
control. 

10.0 M – 50% 5.0 Robust performance 
management 
processes including 
use of Special 
Measures; trigger 
Activity Management 
Plans if necessary 

Flu pandemic Additional 
costs incurred 
in dealing with 
the forecast 

10.0 M – 50% 5.0 Ensure supplies are 
identified and ordered 
early. Comprehensive 
flu pandemic plan to 
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Flu pandemic Additional 
costs incurred 
in dealing with 
the forecast 
resurgence in 
the number of 
swine flu 
cases.   

10.0 M – 50% 5.0 Ensure supplies are 
identified and ordered 
early. Comprehensive 
flu pandemic plan to 
minimise inefficiencies.  

 
 
The Trust will move the basis of its property fixed asset valuations to the Modern Equivalent Asset basis 
during 2009/10. If this results in a significant downward revaluation the reported surplus may be reduced. 
The District Valuer is currently conducting this review and initial results indicate a potential increase in the 
impairment required of between £5m and £8m. However, it is possible that the accounting treatment of 
these revaluations will not fully fall to the I&E account surplus through utilising aspects of the revaluation 
reserve.  The impact of any reduction in surplus arising 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. The outcome of the full revaluation will be reported to 
the next Audit and Assurance Committee. 


