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UNIVERSITY HOSPITAL SOUTHAMPTON NHS FOUNDATION TRUST 

 
Finance Report 

 
Report to: 
 

Trust Board – 29th November 2011 

Report from: 
 
Sponsoring 
Executive: 
 

Paul Goddard, Assistant 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 the 1 month period ended 31st October 2011. 

Review History to 
Date: 

The Trust Board has previously been advised that the income and expenditure 
target for the remaining post FT authorisation period in 2011/2012 is for a pre-
impairment surplus of £3.9m. 
 

Recommendation: The Board are asked to note: 
 

(1) This Finance Report relates to the first month as an NHS Foundation Trust, 
and hence the cumulative deficit at 31st October 2011 and the in month 
financial position are identical. Most financial schedules report the October 
results only, some such as the CIP Schedules which highlight both the year 
to date position of the 2011/12 financial year and the period as an FT so that 
the performance against the full year CIP plan is reported. A consequence of 
these changes is that some of the financial schedules report increased in 
month/ cumulative variances. The in month position for November will be 
unaffected by these changes. 

(2) In October, the Trust has delivered a pre-impairment loss of £316k which is 
£1,286k worse than plan. 

(3) The main driver for the October pre-impairment loss was that CIP delivery in 
month was £2.0m which was £1.0m below plan. Cost Improvement 
Programmes delivered were cumulatively £2.4m below Plan.  The target was 
96% identified at 30th October 2011 (96% at 30th September). Slippage on 
CIP delivery is the key area of concern in relation to the Trust’s performance 
for the year to date and in relation to the forecast outturn. 

(4) Review meetings for divisions that are overspent continue to take place with 
the CEO, DoF and COO to agree appropriate recovery plans. 

(5) The financial forecast included in this report reflects the plan for the Trust to 
deliver the expected Monitor surplus target (£3.9m) by the year end. The 
forecast position shared with the Board last month requires further actions in 
order to deliver this. Some progress has been made in identifying reductions 
particularly in THQ areas. In the light of the October actual results and other 
risks and opportunities, the Trust is working on updating the forecast which 
will be presented at the November Trust Board meeting. 

 
Summary 
 
The Trust made a deficit of £316k overall in October, £1,286k worse than planned. 
EBITDA was £2.1m compared to a Plan of £3.4m. 
 
NHS Clinical Income for the first month of the Foundation Trust is estimated to be 
£1.95m above budget. 
 
Actual activity reported at month 1 has been estimated by using the year to date 
average activity in SLAM for April to September. Adjustments have then been made, 
to reflect the impact of the marginal rates applicable to our main contracts. In 
addition, additional income has been recognised to take account of the relatively 
high ‘seasonal’ activity trend for October not seen in the initial six months. 
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Other operating income is £0.6m favourable in month; this is impacted by specific 
items related to the FT ledger changes and ensuring the in month budget reconciles 
to the LTFM submitted to Monitor which nets to a £0.3m favourable position. The 
balance is seen within favourable positions in R&D and Clinical Excellence awards. 
 
The cumulative underlying run rate position within Divisions and THQ combined for 
the period pre and post FT was £0.4m favourable, offset by an adverse variance on 
reserve budgets to give a £1.5m adverse run rate variance overall. However, 
delivery of CIPs continues to be below Plan (cumulatively £2.4m). 
 
In October, savings of £2.0m were delivered (£1.7m in September), an in month 
variance of £1.0m and contributing to a year to date variance against Plan of £2.4m.  
 
The October cash balance at £16.5m is £20m below plan. £10m is due to the 
reduction in the DH working capital loan from £20m planned to £10m actual. The 
balance is due to lower EBITDA than planned of £4.8m for the 7 months to October, 
higher working capital of £1.8m, higher capital expenditure of £1.7m and financing 
cash flows £1.6m. 
 
The forecast cash position for the end of the year at £20m is £10m below plan due 
to the difference in the value of the working capital loan received from the DH 
compared to the sum assumed in the plan. 
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Key Messages for  
October: 
 
 

Delivery of the Trust’s financial targets will principally be determined by performance 
in four areas: 
a)   Divisional and Headquarter Directorates controlling expenditure to within their  
      budgetary targets. 
b)   Delivery of in-year financial savings of at least £27.7m plus activity  
      management savings of a further £12m.  Activity Management cost savings are  
      phased into the corporate budget from 1st July 2011. 
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 budgets 
 
In overall terms the Trust was overspent on operating expenditure by £3.8m at the 
end of October. Unlike previous years, when they were phased in twelfths, Cost 
Improvement Programmes are now phased broadly accordingly to a historic delivery 
profile. The in month adverse variance on CIPs (£1.0m) is offset to a degree by 
positive variances on “run rate”. 
 
The Trust is overspent against its forecast ‘run rate’ expenditure by £1.5m, as shown 
on schedule 6.  In total Clinical Directorates were £2.6m above agreed ‘run rates’ 
and Headquarters Directorates and central areas were £1.1m below.  This latter 
number includes £1.8m 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 6. 
 
Paid wtes rose by 69 in October to 7,410 wte and this represents a 136 wte increase 
since 1st April. 
 
Division A 
 
Division A overspent by £0.8m in October and the year to date variance was £2.7m, 
the net expenditure in the month was £9.1m which was £0.2m higher than 
September and forecast. 
 
The in month position predominantly relates to CIP shortfall (£0.5m) due to both 
slippage and un-identified schemes. There were also increased clinical supplies 
costs across the division and continuing high staffing costs. This was partially due to 
the consequences of delivering the Surgical recovery plan to restore the 18 week 
position and higher than planned activity levels. 
 
The Division experienced continued pressures in nursing pay in Surgery & Critical 
Care through agency usage due to acuity, unfunded capacity being open, vacancies 
and higher sickness and maternity levels. There was also continued pressure on 
non pay spend in Surgery on clinical supplies within theatres largely due to very high 
emergency activity. Within October circa 30 unfunded beds were open which has 
resulted in Surgery agency pay costs rising and theatre non pay cost pressures. 
There were also higher medical staff costs on consultant pay progression and 
National CEA awards. 
 
In terms of workforce the paybill has remained constant at £6.5m whilst the wte's 
used in month were 1,682 wte compared with 1,662 in the previous month which 
reflects the staff pressures from the unfunded capacity mentioned above and newly 
qualified nurses recruited replacing higher cost agency. 
 
Activity information is available for September and shows the Division now £0.6m 
above the internal Plan, the bulk of this is within the Surgical care group, with 
emergency activity up 6-8% 
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The Division is focused on reducing spend further through agency avoidance by the 
use of non ward based staffing  and to  increase deliverability of CIP schemes 
across the Division which are behind plan with 30% yet to be identified of the annual 
target. 
 
Division B 
 
The Division overspent in the month by £0.5m and spent £9.4m, £0.2m above 
forecast. 
 
The overspend against that of the forecast position is generally due to non-pay 
spend within the Division's support services (radiology & pathology) suggesting a 
busy month in terms of clinical activity across the Trust. The adverse position in 
variance terms is due to a £0.3m shortfall against the October CIP target and 
overspends in drugs, laboratory and interventional radiology related clinical costs. 
 
The activity position to the end of September highlights being over plan by some 
£1.1m.  The ‘hotspots’ continue to be A&E, geriatric and general medicine and 
interventional radiology. 
 
The Division is focused on recovery actions to reduce the expenditure, particularly 
on high spending items such as nursing agency, drugs & clinical supplies and 
ensuring full delivery against the CIP target of £7m, however, the continued activity 
pressures and performance requirements linked to this activity is making this a 
significant challenge. 
 
Division C 
 
The Division over spent by £0.3m in October, mainly due to unidentified and 
slippage against the CIP programme - 50% of which is within the Child Health Care 
Group. 
 
Run rate for the Division has increased by £0.2m since September. This is due to 
several factors: Consultant CEA awards and pay progression came through in 
October and included arrears; 8 planned additional beds were opened in Child 
Health; a planned new Gastro consultant & a planned new Haematologist consultant 
both started in October; high activity in the Neo-natal unit and achieving 18 & 23 
week access targets for Gynae have added to clinical supplies costs this month. 
 
The Divisional pay bill has increased by £0.1m this month mainly due to the opening 
of the 8 additional beds and additional consultants. Child Health worked WTE has 
risen from 523 to 542 accordingly. 
 
At the end of October the Division has identified 85% of its £6.3m CIP target for 
financial year 2011/12. The Division has delivered 112 schemes valued at £3.4m to 
date, which represents 53% of the financial target. Slippage against identified 
schemes plus unidentified CIP is the main financial problem for the Division both in 
month and year to date; Child Health in particular is struggling to achieve its target. 
The Divisional Management Team is making every effort to improve performance 
against the Cost Improvement Programme. 
 
Division D 
 
Division D is £0.5m over spent in October. 
 
The main issues in the month were unfound Activity Management, CIP profiling, 
Nursing costs in Neurosciences and Trauma & Orthopaedics (Uncomissioned 
Beds), high clinical supplies costs in Cardiothoracic due to 26 ICD being implanted 
in the month (significantly more than in an average month) and a consignment stock 
adjustment in Trauma & Orthopaedics.  
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Private Patient income continues to underperform against plan. The Division has 
identified 100% of its £4.3m annual CIP target, although a number of schemes still 
need to be finalised and implemented. 
 
The Division spent £7.4m in October with agency expenditure at £0.2m. Headcount 
was 1,146 wte which is 38 wte higher than September. 
 
THQ 
 
THQ budgets underspent by £0.8m in October. 
 
Pay underspent by £0.2m in October. Every Directorate underspent as a result of 
holding vacancies and some capitalisation of IM&T costs. 
 
Non-pay overspent by £0.1m. R&D overspent by £0.3m on externally-funded 
commercial projects and was completely offset by an over-recovery on income. 
Other Services overspent by £0.2m, as a result of £0.7m of adverse budget 
adjustments relating to prior period transactions (with equal and opposite effect in 
income below) and offset by underspends on provisions no longer required £0.2m, 
Emission trading scheme £0.2m and leases £0.1m. The total overspending was 
netted down by favourable variances of £0.1m in Finance (VAT recovery) and £0.3m 
in the hosted South-West Public Health Organisation (SWPHO).  
 
Income over-recovered by £0.6m. Other Services income over-recovered by £0.5m 
due to £0.7m of favourable budget adjustments relating to prior period transactions 
(offsetting the adverse variance in non pay above) offset by CRU (£0.1m) and 
University income (£0.1m) being below plan. R&D over-recovered by £0.2m; the 
corollary of the non-pay overspending, and Estates over-recovered by £0.1m, mainly 
on service charge framework (University charges) income. The only significant 
adverse variance on income was £0.3m in SWPHO, where income was deferred as 
the result of the non-pay underspending mentioned above. 
 
 
b) Delivering an in-year financial saving of £27.7m 
 
At the end of October savings of £11.4m had been delivered, compared to the Trust 
Plan of £13.8m. 
 
  Month   YTD  
Variance due to: Actual Plan Variance Actual Plan Variance 
 £m £m £m £m £m £m 
       
Trust profile 2.0 3.0 (1.0) 11.4 13.2 (1.8) 
Unidentified 0 0 0 0 0.6 (0.6) 
       
Variance to 
Plan 

2.0 3.0 (1.0) 11.4 13.8 (2.4) 

       
Divisional profile 0 (0.1) 0.1 0 (0.6) 0.6 
       
Total 2.0 2.9 (0.9) 11.4 13.2   (1.8) 

 
At 31st October 41% (£11.4m) of CIP schemes had been delivered. This compares 
to 44% (£14.7m) at 31st October 2010. 
 
Identified schemes remain at 96%, of which 97% of schemes were Green or Amber 
rated, leaving 7% Red or Unidentified. Whilst the level of identification of schemes is 
relatively high the key issue is actually delivering the identified schemes and doing 
so within the planned timeframes. 
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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 
 
NHS Clinical Income for the first month of the Foundation Trust is estimated to be 
£1.95m above the budget which has been adjusted to bring UHS FT in line with the 
Monitor targets which is driven directly by the LTFM. 
 
A phased budget is being used this year, as in 2010/11, to reflect expected actual 
activity more accurately than using a straight line, unphased approach.   
 
Actual activity reported at month 1 has been estimated by using the year to date 
average activity in SLAM for months 1 to 6.    Adjustments have been made to this 
estimate, to reflect the impact of marginal rates applicable to our main contracts.  
This is consistent with the approach used last month.   
 
The anticipated clinical income total consists of income expected as a result of late 
data received between first and final cut activity, plus technical adjustments for work 
in progress relating to critical care for PCTs outside South Central. In addition, 
additional income has been recognised to take account of the relatively high 
seasonal activity trend for October and other specific activity in October not seen in 
the initial six months. 
 
There are provisions for potential liabilities relating to 30 day readmissions, for which 
the Trust may have to give credits in the future, and around the application of best 
practice tariffs to some specific areas of activity.  Provisions have also been made 
for potential fines relating to 18 week breaches where applicable, for MROP relating 
to Jersey which is not yet in SLAM and for limited potential credits relating to 
challenges received from PCTs for specific patients. 
 
d) Creation of a contingency to cover unexpected variations on the above 
 
The approach for 2011/12, as in previous years, is based on identifying contingency 
reserves to cover the likely risk from variations in costs against Plan, and additional 
workload to the extent that activity management delivers more slowly than Plan. 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 was £2.5m.  
 

Cash and liquidity 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Annex 3 and Schedule 9 show the Trust’s current Statement of Financial Position 
and Cashflow. 
 
The period end cash balance at £16.5m is £20m below plan. £10m is due to the 
reduction in the DH working capital loan from £20m planned to £10m actual. The 
balance is due to lower EBITDA than planned of £4.8m for the 7 months to October, 
higher working capital of £1.8m, higher capital expenditure of £1.7m and financing 
cash flows £1.6m. 
 
The forecast for the end of the year at £20.2m is £10.3m below plan due to the 
reduction in the working capital loan with much of the shortfall to date being due 
mainly to the timing of the cash flows and the reduced EBITDA. 
 
The current financial position results in an overall Monitor risk rating of 2 as all 
indicators (except liquidity which delivers a score of 3) are at a score of 2 due to the 
I&E deficit and low EBITDA delivered in October (Schedule 1).   
 
Schedule 1 also shows some key balance sheet indicators.  
 

Annex 4 shows capital expenditure for the month compared to Plan. £1.6m was 
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Forecast 
 
 
 
 
 
 
 
 
Risks 
 
 
 
 

spent in October, compared to plan of £2.3m. Most projects in the month are below 
plan except finance leases which continues to be ahead of the timing anticipated in 
the programme. 
 
 
The financial forecast included in this report reflects the plan for the Trust to deliver 
the expected Monitor surplus target (£3.9m) by the year end. The forecast position 
shared with the Board last month requires further actions in order to deliver this. 
Some progress has been made in identifying reductions particularly in THQ areas. In 
the light of the October actual results and other risks and opportunities, the Trust is 
working on updating the forecast which will be presented at the November Trust 
Board meeting. 
 
 
 

Risks 
Identified 

Description Potential 
Value £m 

Likeli
hood 

Weighted 
value £m 

Mitigation 

Income & 
Contracts 

“Over performance” 
above contract 
levels not paid for 
(gross value) 

£15m L – 
25% 

£3.75m Ensure that the Trust 
works to capacity and 
thresholds etc and 
complies with 
contractual terms. 

CIPs Non-delivery of 
CIPs 

£7m M- 
50% 

£3.5m Strong performance 
management 

Activity 
Management 

Cost reduction 
required in 
response to 
successful Activity 
Management. 

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

£4m M – 
50% 

£2m Ensure full 
engagement in Activity 
Management; ensure 
costs which can be 
removed are removed. 

Divisional 
overspending  

Risks of 
overspending due 
to operational 
pressures etc 

£10m M- 
50% 

£5.0m Strong performance 
management with 
regular reviews 
between DMTs and 
CEO, DoF, COO.  

 
 

 


