
Page 1 of 3 

 

 

SUMMARY REPORT  1.14.087 (2iii) 
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Purpose 

The objective of this report is to present to the Trust Board information on the 
steps being taken to improve the Trust’s financial performance. 

Receive  

Approve  

Trust Objectives 

Quality People Partnership Resources 

    

Executive Summary  

Based on the current outturn and a review of the expected income and expenditure for the rest of 
the year, the ability of the Trust to achieve its planned surplus is at significant risk as is the risk of 
the Trust ending the financial year in deficit unless significant reductions in expenditure levels are 
achieved in the final five months of the financial year. 

Key Recommendations 

Support the financial recovery actions in place and being developed. 

Assurance Framework 

The report provides assurance in relation to a number of areas within the Assurance Framework 
although mainly the financial standing of the Trust. 

Next Steps 

A Financial Recovery Action plan regarding 2014-15 is in place and is monitored by the Director 
of Finance.  The Trust Board will receive monthly updates. 

Corporate Impact Assessment 

CQC Regulations None specific 

Financial Implications Financial Scrutiny and Challenge 

Legal Implications None. 

Equality & Diversity None. 

Workforce and Staffing None. 

Performance Management  Independent scrutiny and challenge of the framework. 

Communication  None. 

Acronyms / Terms used in Report  

CIP Cost Improvement Plan 
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Financial update and financial recovery  

 
Highlights: 
 The 2014-15 revenue budget approved by the Trust Board plans to deliver a £3.9m 

surplus by 31st March 2015 of which the target for the end of September was a 
£2.5m surplus. At the end of this period, the Trust is showing a deficit of £3.4m which 
is £5.9m off plan. This is due to significant overspends in clinical divisional budgets.  
 

 Overspending within Divisions is due to a combination of underachievement of 
savings and the higher than planned costs of delivering non-elective and other 
activity also linked to sustaining and improving of the elective activity and RTT 
backlog position.  

 

 Overall income levels are below plan by £151k with income from NHS Kernow £368k 
below plan. Activity in relation to the NHS Kernow contract is however higher than 
plan. The income is below plan mainly due to higher than expected levels of non-
elective income being paid at only 30% of the tariff, plus lower than expected income 
from maternity services.   

 

 Non-elective income is significantly higher than plan by £1.6m for NHS Kernow 
related activity and £1.9m overall. However, a high proportion of this income is not 
paid for under the contract due to the impact of the marginal rate for non-elective 
work, meaning that the Trust will receive only 30% of this additional income. This has 
cost the Trust £1.6m to date (£1.3m at the end of September). This is a significant 
financial and operational risk to the Trust and continues to be of high concern to the 
Trusts sustainability. The impact on the financial position is compounded due to the 
challenges in recruiting substantive staff to the maintain capacity to deliver this 
activity. 

 

 As expected, with the introduction of the Mitie contract hotel services pay costs are 
now shown as non-pay costs, which has transferred c£0.9m of pay to non-pay. 

 

 Expenditure on variable pay has reduced by £100k to £1.9m this month and the 
number of agency staff used has reduced from 70 to 65.  

 

 The total cost of agency spends for month 7 is £522k which is £178k lower than in 
September and a positive change. Whilst agency expenditure has reduced, there 
has been an increase in bank and additional session expenditure. 

 

 The Trust has an overall CIP target of c£14m for the 2014/15 financial year, 
excluding residual CIP schemes from the previous years. During the first seven 
months, savings of £4.4m (73%) of the target of £6.1m has been achieved. The 
forecast CIP delivery has now increased to £10.5m. 

 

 In light of the Trusts current financial challenges it is highly unlikely that access to 
additional capital resource through external borrowing will be supported and 
affordable. Consequently, the capital programme has been reworked and 
reprioritised. Work is underway to determine how this will impact upon the originally 
planned 2015-16 and 2016-17 financial years programmes. The Trust will continue 
to liaise with the NHS TDA to develop affordable financing options for the next two 
financial years.  

 

 Under Monitor’s Risk Assessment Framework the overall financial rating score has 
now declined to a 2 which is as a direct consequence of the continued over spending 
against budget within the divisions. Monitor’s Risk Assessment Framework describes 
a level 2 rating as ‘likely to represent a material level of financial risk’.  
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 The financial risks facing the Trust have increased significantly with significant risk to 
the Trust’s ability to deliver its savings plan.  

 

 Based on the current outturn and a review of the expected income and expenditure 
for the rest of the year, the ability of the Trust to achieve its planned surplus is at 
significant risk as is the risk of the Trust ending the financial year in deficit unless 
significant reductions in expenditure levels are achieved in the final five months of 
the financial year. 


