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PURPOSE OF THE REPORT 
To seek Board approval for the 2012/13 Financial Plan and initial 2012/13 Directorate budgets. 
 
 
 
 
 
KEY POINTS 

 
1. A recurrently balanced financial plan for 2012/13 which maintains the £6.7m planned surplus 

from previous years. 
2. The major risk relates to delivery of the necessary efficiency savings to meet the National 

Efficiency Target and to address underlying Directorate deficits brought-forward from 2011/12. 
3. 2012/13 Patient Services contracts are broadly agreed, although there remain some risks 

relating to resolution of detail. 
4. The plan is expected to deliver a Monitor Financial Risk Rating of a solid 3. 
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As per Section 13 of the report. 
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SHEFFIELD TEACHING HOSPITALS NHS FOUNDATION TRUST 
 

BOARD OF DIRECTORS MEETING – 23 MARCH 2012 
 

2012/13 FINANCIAL PLAN AND INCOME AND EXPENDITURE BUDGETS
 
 

1. INTRODUCTION 
 

1.1 The Board of Directors is required each year to approve the Trust’s Financial Plan and 
Income and Expenditure Budgets for the coming year.  This should be done before the 
commencement of the financial year and should reflect finalised Contracts, at least with 
main commissioners, as well as the conclusion of the internal business planning process. 

 
1.2 For 2012/13, the internal aspects of the financial planning process have again progressed 

well and are reasonably clear. However, unlike in recent years, contractual terms have 
also been broadly agreed with the main Commissioning Consortium, although some detail 
has still to be finalised.   

 
1.3 The Financial Plan still includes a number of assumptions and estimates. However, in the 

main, these are relatively minor and should not have a major impact on the plan. The Primary 
and Community Services Group has been fully integrated into the Trust’s 2012/13 financial 
planning process and this is reflected within this report. 

 
1.4 The 2012/13 Financial Plan reflects various issues and each of these is considered in some 

detail in the subsequent sections of the report as follows: 
  

Section  Financial Plan Element 
 

2  Summary of 2012/13 Financial Plan 
3  Inflation and Cost Pressures/Investments 
4  CQUIN 
5  Patient Services Contracts 
6  Education and Training/R&D Funding 
7  Efficiency Targets 
8  Directorate Positions 
9  Risks and Contingencies 

10  Monitor Financial Risk Rating 
11  Outlook for Future Years 
12  Conclusions 
13  Recommendations 

 
 

2. SUMMARY OF 2012/13 FINANCIAL PLAN 
 

2.1 The 2012/13 Financial Plan inevitably reflects the current NHS financial environment. 
2012/13 will be the second of at least four years where the NHS will receive minimal real 
terms growth and is expected to deliver unprecedented levels of efficiency savings to fund 
the expected growth in demand on services. This clearly impacts on Commissioner 
investment plans in addition to the direct impact of efficiency targets levied on the Trust. 
 

2.2 In these circumstances it is recognised that investments will be limited and that the major 
challenge will be to deliver further significant efficiency savings in order to keep the Trust in 
a sustainable financial position. The aim in producing the 2012/13 Financial Plan has been 
to produce a recurrently balanced position; to maintain the planned surplus at the level of 
previous years; to make judicious investments; and to make reasonable provision for 
potential risks.   
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2.3 The following table summarises the various, largely internal, elements of the 2012/13 
Financial Plan with more detail on each element being provided in the subsequent 
sections.  Appendix A provides a more detailed presentation, showing initial Directorate 
budgets and changes to Central Reserves:- 

 
 £M £M 
Income Changes 
 

  

Tariff/Other Uplifts   
- Inflation and Generic Cost Pressures 14.2  
- CQUIN funding (additional) 4.7  
- Increases to Delegated Income Targets 0.6  
- National Efficiency Requirement (23.1)  
 
MPET Income Loss 
 

 (3.6) 
(1.0) 

Activity and Service Developments *  2.7 
   
   

(1.9) 
Expenditure Additions   
   
Inflation   
- Pay Awards/Employers NI Increase (1.9)  
- Non-Pay 
- Capital Charges 
- Other Pressures 

(4.0) 
(0.5) 
(2.0) 

 

- Contingency (0.4)  
  (8.8) 
 
Cost Pressures/Investments 

  
(6.0) 

   
   
   
Activity and Service Developments *  (2.7) 
   

(19.4) 
 

Efficiency Savings Deducted from Directorate Budgets 
CQUIN Allocations To Directorate Budgets 
 
2011/12 Planned Surplus Brought Forward 

 24.1 
(4.7) 

 
6.7 

 
2012/13 Planned Surplus 

  
6.7 

 
* Provisional estimate net of NHS Sheffield QIPP assumptions. 

 
3. INFLATION AND COST PRESSURES/INVESTMENTS 
 

3.1 The tariff adjuster for 2012/13 is -1.8% (i.e. 2.2% uplift for inflation/pressures and 4.0% 
deduction for the national efficiency requirement).  Information has not been provided on 
how the uplift element was derived but it is clearly expected to cover all pay and non-pay 
inflation and cost pressures.  Funding of £1.2m has been added to specific 2012/13 tariffs 
for additional CNST Premium costs and, therefore, provides an additional source of 
funding. 

 
3.2 The -1.8% adjustment will also apply to the non-tariff elements of patient services 

contracts (including community services).   
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3.3 On the basis of informal guidance from NHS Yorkshire and the Humber, no inflation uplifts 
for Education and Training contracts have been assumed. 

 
3.4 Most Directorate delegated income targets will be uplifted by 2.2% (the uplift for 

inflation/pressures within the tariff adjustment), with the expectation that charges will be 
increased by at least this amount. The income targets for services provided to other NHS 
bodies have not been increased to reflect that it will be difficult to negotiate an increase 
given the tariff deflator.  The sum of the income target increases generates a £0.6m 
contribution towards the inflation costs. 

 
3.5 It is proposed to make the following provisions for 2012/13 inflation costs:- 

 
 £M  £M 
Pay Awards:    
- 2012/13 awards    1.9 
    
Non-Pay Inflation:    
- General (2.0%) 1.4   
- Additions for External Contracts, PFI, etc 
- Additions for NHS External Contracts 

1.3 
0.2 

  

- Energy, Utilities, Rent and Rates 1.1   
   4.0 
Capital Charges 
Other Pressures 
Contingency 

  0.5 
2.0 
0.4 

   8.8 
 
3.6 Important points to note are:- 
 

♦ The provision for Pay Awards reflects previous announcements that the majority of 
staff will receive no uplift with the lowest paid staff receiving a flat uplift of £250.  The 
impact of the £250 flat rate uplift has been calculated although the resultant national 
pay scales have yet to be published. This may result in some further changes which 
could have a modest financial impact. The analysis assumes that the £250 uplift will 
be applied to relevant staff who remain on local pay-scales but this has yet to be 
confirmed. 
 

♦ The funding in respect of energy and utilities for 2012/13 is based on the best 
estimate of the Trust’s energy advisors.  Energy prices continue to rise which is a 
major inflationary pressure. Further in-year price increases are a risk. There has also 
been a significant increase in rates costs. 

 
♦ NHS Foundation Trusts do not have to automatically apply annual indexation 

adjustments to land and building values and this Trust has elected not to do so.  
However, the Trust does undertake periodic revaluations as per its Accounting 
Policies. A revaluation is planned for 2012/13 and District Valuer information suggests 
that land and building values have risen since the last revaluation 2 years ago. It is, 
therefore, anticipated that the Trust’s capital charges (specifically the TDR payment to 
the Department of Health) will increase in 2012/13 such that a £500k budget addition 
has been made in the 2012/13 Financial Plan. It is expected that there will be a much 
bigger pressure from the revaluation in 2013/14. 

 
3.7 The provision for other inflationary pressures covers the following :- 
 

 £M 
CNST/RPS/LTP Premiums 1.0 
Local Clinical Excellence Awards 0.4 
Property Insurance 0.2 
NICE 0.2 
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 £M 
Carbon Reduction Scheme Costs 
Pay Reform Costs 

0.1 
0.1 

 2.0 
 
3.8 Important points to note are:- 

 
♦ There has been another major increase in CNST Premiums for 2012/13 although the 

Trust appears to have done relatively well from a revision to specialty claims risk 
weightings. The charge for Primary and Community Services (dating back to 1st April 
2011) has still not been confirmed by the NHSLA but the risk here is felt to be very 
small. 
 

♦ The level of new local Clinical Excellence Awards (0.2 per eligible consultant) is in line 
with national guidance. 

 
♦ The Trust’s property insurance top-up costs are likely to increase significantly for 

2012/13 given the need to fully insure for the reinstatement cost of all buildings. 
 

♦ The £0.2m provision for NICE Appraisals and Guidelines reflects a small provision for 
potential in-year developments. 

 
♦ The new Carbon Reduction Commitment scheme started in 2011/12 and the level of 

charge the Trust incurs is expected to increase again in 2012/13. 
 

♦ There remain small additional “pay reform” costs largely in respect of a small number 
of Consultant staff moving to the new Consultant contract. 
 

3.9 With regard to inflation/cost pressures, some elements will be allocated to budgets at the 
start of the year with the balance being released as costs are confirmed. 

 
3.10 A further £6m has been identified to fund discretionary cost pressures and investments. 

This is a significantly larger sum than for recent years but this reflects the fact that 
provision has been made for items which in previous years would have been funded from 
contingencies in-year, e.g. severance (MARS) costs and Efficiency Programme 
investments. Whilst there remains some scope for in-year flexibility between individual 
items, the current funding proposals can be summarised as follows:- 

 
  RECURRENT NON-

RECURRENT 
 

 £M £M 
Severance Scheme  1.0 
Efficiency Programme 0.5 1.0 
Infection Control 1.0  
Desktop Strategy/PC Replacement Programme 0.3 0.4 
Quality/Governance Investments 0.3 0.1 
Developments 0.1 0.2 
CQUIN Requirements 0.1  
Other Directorate Pressures 
Revenue Consequences of Capital Schemes 

0.2 
0.2 

 

Contingency for In-Year Pressures 0.3 0.3 
  

3.0 
 

3.0 
 
 
4. CQUIN 
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4.1 Income which can be earned from the CQUIN (Commissioning for Quality and Innovation) 
scheme has increased to 2.5% of patient services income for 2012/13.  There is, 
therefore, a little over £16m of funding available to the Trust in 2012/13 (Acute and 
Community contracts) which is an increase of around £7m.  

  
4.2 It is proposed to allocate £4.7m of the additional funding to Directorates which would 

mean that the Trust has committed around 90% of the potential income within the 
2012/13 Financial Plan. To the extent that the Trust earns more than this sum it will create 
an in-year gain and clearly any failure to deliver the 90% of income will create an in-year 
problem. 

 
4.3 Allocations to Directorates reflect the following principles:- 

 
♦ Where Directorates receive the full 5% Efficiency Target they receive the full 1% 

CQUIN allocation. 
♦ Where Directorates receive a reduced 5% Efficiency Target due to certain budgets 

being exempted, the CQUIN allocation is also not applied to the exempted budgets. 
♦ Where Directorates would otherwise have received a 1% Efficiency Target, the 

Efficiency Target will be increased to 2% such that the CQUIN allocation will result in 
a net 1% budget efficiency requirement. 

♦ No CQUIN allocation will be applied to Diabetes/Endocrinology, Geriatric and Stroke 
Medicine, Vascular Surgery and General Surgery given their very high SLR deficits. 

 
4.4 The 2012/13 CQUIN schemes for the Trust will have 3 elements as follows:- 

 
♦ National Indicators (0.5%) in respect of Patient Experience, VTE, Dementia and 

Safety Thermometer. 
♦ Specialised Commissioning Group Indicators (2% of SCG Contract) relating to 

Cardiac, Renal, Cancer, Neonatal and Spinal Services plus a “Quality 
Dashboard”. 

♦ Local Indicators (still being developed) which may include areas such as VTE 
practice implementation, Discharge communication, COPD, Enhanced 
Recovery, Breast Feeding, Dental Sedation, Heart Failure and an indicator 
specifically for community services. 

 
4.5 Negotiation on the fine detail is on-going but Commissioners have committed to the 

principle that CQUIN schemes should be reasonable and deliverable without major 
investment. However, this is still a major area for the Trust financially and also in terms of 
reputation and delivery of quality services. Resources have been identified in the 
Financial Plan for a modest level of investment in any necessary infrastructure to manage 
the CQUIN process but this clearly also needs a strong organisational focus on delivery. 

 
 

5. PATIENT SERVICE CONTRACTS 
 

5.1 As stated above, the Trust has already broadly agreed its 2012/13 contracts with the main 
Commissioner Consortium which is a major achievement. 
 

5.2 Whilst there are many detailed points within the overall contract agreements the key 
points can be summarised as follows:- 

 
♦ Price reductions relating to the -1.8% Tariff Adjuster. 
♦ A set of CQUIN indicators which give the Trust a good opportunity to earn an 

additional 1% (2.5% in total) of income. 
♦ Elective activity increases relating to the strengthened 18 Weeks RTT target, 

offset by some planned NHS Sheffield QIPP savings at its risk as PbR will apply 
fully. 

♦ Significant non-elective activity reductions relating to the NHS Sheffield QIPP plan 
on which the Trust has agreed a continued risk share to the value of £4m 
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(under/over performance at 50% of tariff) given the Right First Time project and a 
significant investment in community infrastructure (which is crucial to Trust plans 
to eliminate delayed discharges and medical outliers). 

♦ Little other investment in service developments. 
♦ Improved guidance on the application of the marginal emergency tariff which 

should remove previous Trust losses. 
♦ An agreement on handling the rules around non-payment for emergency 

readmissions within 30 days of discharge whereby NHS Sheffield has agreed to 
reinvest the potential lost income but other Commissioners have not. 

♦ Appropriate contract penalties should the Trust fail to meet C Difficile, A&E and 18 
Weeks RTT targets. 

♦ The resolution of many technical pricing and classification issues. 
♦ A small net gain for the Trust on pricing issues. 
♦ An agreement to keep the consequences of the Major Trauma Centre 

implementation under review. 
 

5.3 A major on-going issue relates to the “business rules” around non-payment for emergency 
readmissions within 30 days of discharge. New guidance remains unsatisfactory. Whilst 
there are some exclusions and a required clinically led process to review readmissions 
and determine what proportion is “avoidable”, the basic premise is that providers will not 
be paid for emergency readmissions within 30 days which are deemed avoidable. There 
is no definition of “avoidable” and this inevitably requires a subjective view of the 
consequences of future actions which could be undertaken by other agencies. NHS 
Sheffield has agreed to reinvest the potential income loss (estimated at around £5m) 
given the on-going joint work on the Right First Time (RFT) project and the agreed QIPP 
“Risk Share”. However, other Commissioners appear likely to take the potential financial 
benefit, including where a patient is subsequently readmitted to another Trust, despite 
giving no indication of actions/investment to avoid such readmissions. The value of this 
will depend on the clinical review relating to non-Sheffield patients. 

 
5.4 Whilst the 2012/13 NHS Sheffield QIPP programme is significantly reduced from 2011/12 

planned levels, it still aims to reduce hospital activity, and therefore income, by £7m. 
Whilst there has been much more joint working in the last year, particularly around the 
RFT project, there is still considerable uncertainty about what will be achieved. This 
makes operational planning extremely difficult, particularly around the unscheduled care 
agenda. Whilst there are also significant elective activity increases for 2012/13 and the 
expectation that costs will be reduced in areas where there are activity reductions, there is 
still the potential for some adverse financial consequences. NHS Sheffield has agreed to 
provide reasonable funding for Transitional Costs where there is a demonstrable need. 

 
5.5 For 2012/13, PbR Tariff changes have been relatively limited but are consistent with the 

Department of Health’s stated principles of incentivising quality and better patient 
outcomes; embedding efficiency and value for money within the tariff; promoting 
integration and patient responsiveness; and expanding the scope of PbR.  The significant 
changes to the tariff structure for 2012/13 are as follows:- 
♦ Amended rules for non-payment for emergency readmission of patients within 30 days 

of discharge and the “marginal emergency tariff”. 
♦ Revisions to, and development of, “Best Practice Tariffs”. 
♦ Incentives to provide services in less acute/ambulatory settings, additional Out Patient 

Procedure tariffs and fixed prices across a range of settings. 
♦ Completing the phased implementation of tariffs for adult renal dialysis. 
♦ Expansions to the scope of PbR and introducing new mandatory currencies in some 

areas. 
♦ Early moves towards some “Year of Care” and “Pathway” tariffs. 

 
The source data for tariffs has moved to 2009/10 Reference Costs.  

 
5.6 The PbR and contracting processes continue to be areas of considerable technical 

complexity such that Trust finance, information and contracting expertise and capacity 
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remain crucial.  However, it is again worth noting how tariff arrangements are now seeking 
to influence service delivery so that engagement of clinicians and operational managers in 
these issues is crucial. 

 
 

   
6. EDUCATION AND TRAINING/R&D FUNDING 

 
6.1 Following the MPET Review, the expectation had been for implementation of the revised 

funding arrangements in 2011/12 with a Trust loss of around £10m phased over a number 
of years.  However, due to the consultation process on “Liberating the NHS: Developing 
the Healthcare Workforce” it was decided not to proceed with the MPET Review 
implementation in 2011/12. It now appears that implementation will commence in 
2013/14.  

 
6.2 Therefore, there are no MPET Review funding consequences for the Trust in 2012/13 and 

the SHA has indicated that 2012/13 funding will be on a “flat cash” basis, i.e. at 2011/12 
levels. However, it seems likely that there will be some funding reductions linked to 
disestablished medical training posts, reduced student number, etc.  No formal 
information has been provided as yet and there will be a challenge to reduce costs where 
funding has been lost. However, a £1m provision has been made in the Financial Plan for 
potential unmanageable funding losses. To the extent that this is not required it will be 
used to offset the expected MPET Review losses in 2013/14.  

 
6.3 The arrangements started in 2011/12 to withdraw Medical SIFT funding from the base 

budgets of Directorates with undergraduate education responsibilities will continue. The 
funding will again be reallocated to the Directorates along with a service specification 
which states education and quality requirements. Directorate allocations may change 
slightly in 2012/13. 
 

6.4 There are no changes to the Trust’s expected R&D funding in 2012/13 which would 
impact on the Financial Plan. However, NIHR funding for the Trust’s BRUs will cease for 
2012/13 which has necessitated significant action within the Cardiothoracic and 
Specialised Medicine Directorates to reduce associated expenditure. There are also 
issues related to loss of funding for accommodation and equipment but again action is 
being taken to address this by rationalising BRU accommodation and equipment. 

 
 

7. EFFICIENCY TARGETS 
 
7.1 The Trust’s additional 2012/13 Efficiency requirement is as follows:- 

 
 £M 
4.0% National Efficiency Requirement 23.1 
Provision for loss of MPET funding 1.0 
 
Directorate Efficiency Targets 

 
24.1 

 
7.2 Directorate Efficiency targets are 5.0% of base budgets with the exception of:- 
 

♦ The Primary and Community Services Group where, given the continued separate 
contract with NHS Sheffield, the 4% efficiency requirement within the contract will be 
applied. It has also been agreed with NHS Sheffield that for District Nursing and 
Community Intermediate Care an increase in activity will be provided rather than a 
cash releasing efficiency saving.  This reflects the need for increased capacity in 
these areas related to the Right First Time project. 
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♦ The Emergency Directorate where, in recognition of the challenges in delivering the 
A&E target, the Efficiency requirement is reduced to 2.0%. 
 

♦ Pharmacy Services where the target is 2.0% with a further £2m of drugs savings (for the 
benefit of Directorates with drug budgets) to be achieved. 

 
♦ Professional Services where the target is also 2.0% subject to agreed targets to deliver 

faster therapy assessments to assist the Emergency Care Group’s plans to reduce 
length of stay. 

 
♦ Domestic Services will have no budget deduction.  Efficiency gains will still be expected 

but they will be reinvested in improved standards of cleanliness. 
 

♦ Exemptions for CSSD reflecting the initial requirement to fund the new Decontamination 
Service; Supplies to reflect the need for procurement savings for other Directorates 
rather than budget savings; and IT to reflect the development agenda in this area to 
facilitate efficiency gains across the Trust. Other budgets are exempted where they 
reflect contractual commitments, e.g. PGME and Research funding, or where it would be 
futile, e.g. CNST costs. 

 
7.3 However, in addition to this Directorates carry forward underlying budget deficits of 

around £15m into 2012/13. Whilst some funding is available to help the position, 
many Directorates still face a total efficiency requirement in excess of the above 
targets if they are to balance their budgets. Total efficiency gains of at least £28m 
would be required to achieve this aim which represents a major challenge given the 
financial environment and the major efficiency requirements over previous years. 

 
7.4 The Directorate Efficiency targets are set on the basis that they are cash generating. This 

can be by cost reduction or (net) income generation, whether from patient services or 
other activities.  The additional elective activity required in 2012/13 offers some 
opportunity for efficiency gains from patient services income generation. 

 
7.5 The Trust’s 2012/13 Efficiency Plan will reflect the plans of the four Trust Programmes 

(Clinical, Workforce, Corporate & IT and Commercial) and the individual Directorate 
Efficiency Plans. A detailed report on 2012/13 Efficiency Plan is provided separately on 
the agenda.  

 
 

8. DIRECTORATE POSITIONS 
 
8.1 As stated above, Directorates carry-forward significant underlying deficits into 2012/13. 

This has been estimated at around £15m. With the additional efficiency requirement as 
per section 7.1 above the total budget issue to address across all Directorates is around 
£40m. 
 

8.2 Considerable emphasis has been placed on Directorate 2012/13 Financial and Efficiency 
Plans, supported by developments in the Trust’s Efficiency Programme and the Task and 
Finish Group led by the Deputy Chief Operating Officer. Directorate 2nd Cut Plans 
submitted at the end of January 2012 suggest that around £28m of efficiency savings 
could be delivered, although there are clearly many risks. 

 
8.3 Whilst every effort will be made to achieve or better the £28m of efficiency savings, this 

would appear to be at the high end of expectations. It is, therefore, proposed to assist 
Directorates in achieving balanced final 2012/13 financial plans by the following:- 

 
♦ The £4.7m of CQUIN allocations referred to in section 4 above. 
♦ Further allocations from central reserves of around £7m. The bulk of these 

allocations will be to Directorates where there is a significant imbalance between 
their SLR and budget positions as part of the process to align the two over time. 
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There will also be a small number of allocations to support functions (which do not 
have an SLR position) where this is felt to be unavoidable and critical to them being 
able to provide the service improvement necessary to support admitting Directorate 
plans. 
 

8.4 Whilst on paper the combination of planned efficiency savings, CQUIN allocations and 
funding from central reserves appears to address the £40m Directorate budget issue, it is 
likely that there will still be financial challenges in 2012/13. This is likely to arise from any 
undelivered efficiency savings, offsets between Directorate 2011/12 positions and other 
financial issues which arise. However, the attention given to 2012/13 financial planning 
and strong performance management of those plans must ensure that financial issues do 
not arise without good reason. 

 
 

9. RISKS AND CONTINGENCIES 
 

9.1 As always, there are a number of risks in the Financial Plan.  Appendix B identifies the 
key financial risks for the Trust in 2012/13, the potential value of these risks, the likelihood 
of them happening and action which can be taken to manage or limit the consequences.  
The key risks relate to the delivery of the required efficiency savings and the 
operational and workforce management needed to facilitate these savings. 

 
9.2 As part of the financial planning process, work has already begun to identify any possible 

contingencies, slippage, non-recurrent benefits, etc which will offset the financial 
consequences of risks which ultimately materialise.  However, the Trust should not rely on 
contingencies and must ensure that key risks are properly managed.  

 
 

10. MONITOR FINANCIAL RISK RATING 
 
10.1 Given the limited time available and the current absence of an outturn position for 

2011/12, it has not yet been possible to fully model the Monitor Financial Risk Rating 
(FRR) which would result from the 2012/13 Financial Plan.  However, from the high level 
work undertaken it seems likely that the FRR would be a solid 3. Inevitably the risks to the 
overall financial plan equally apply to the delivery of the planned FRR.  A more precise 
quantification of the planned FRR will be undertaken as part of the production of the 
Monitor 2012/13 Annual Plan. 
 

10.2 It is also worth noting that there will be “technical” issues which will impact on the Trust’s 
reported 2012/13 financial position but which have no real bearing on the Trust’s financial 
well-being. For that reason, they are expected to be excluded from the Monitor FRR 
calculation. The key items are as follows:- 

 
♦ Donations towards capital items now have to be accounted for as revenue income in-

year despite the resulting expenditure being accounted for as capital. This is likely to 
add over £5m to the revenue surplus in 2012/13 but the cash will already have been 
committed to the capital schemes, equipment, etc. 

♦ Impairment of fixed assets, typically when a new building or scheme is brought into 
use, results in a non-cash charge to revenue position. Given a number of major 
schemes will be brought into use in 2012/13 this is likely to be a significant figure 
next year. 

♦ The revaluation of the estate in 2012/13 is likely to result in the reversal of 
impairment charges from the last revaluation (as building valuations now appear to 
be rising). This could result in a very large non-cash gain in the revenue position. 

 
As these items are non-cash “technical” items they will be ignored from the financial 
position reported in-year but will clearly need to be reflected in the 2012/13 Monitor Plan 
and ultimately the Annual Accounts. 
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11. OUTLOOK FOR FUTURE YEARS 
 

11.1 The financial outlook for future years remains challenging for a variety of reasons 
including the following:- 
 
♦ An expectation that there will be little or no real terms NHS funding growth for at least 

2013/14 and 2014/15, and potentially beyond. 
 
♦ An expectation therefore that future national efficiency targets will continue to be high. 
 
♦ An equally tight financial position faced by new (CCG and NCB) Commissioners, 

leading to pressure for activity and price reductions. 
 
♦ The potential for adverse consequences from the development of tariffs and 

associated system rules. 
 
♦ Potential income instability generated by policies relating to “Choice”, “Any Qualified 

Provider” and the aim to transfer services out of hospitals. 
 

♦ Likely reductions to Education and Training contract values (SIFT) as the MPET 
funding review recommendations are implemented from 2013/14. 
 

♦ Demanding service, quality and regulatory targets with increasing penalties for failure 
to meet them. 
 

♦ Significant levels of funding tied to quality standards. 
 

♦ The potential for increasing pressure on costs, particularly on pay (should the general 
economic climate improve), energy and clinical negligence. 

 
11.2 Overall, therefore, the future NHS financial climate appears extremely challenging 

and the sustainability and success of the Trust will be heavily reliant on its ability 
to have flexibility in its costs and to deliver high levels of efficiency savings 
alongside high levels of quality and patient safety. 
 

 
12. CONCLUSIONS 
 

12.1 The Trust has a balanced financial plan for 2012/13 based on the current assumptions. 
 
12.2 However, there are a number of significant risks and challenges which will need to be 

overcome if the planned surplus, or even a breakeven position, is ultimately to be 
achieved. 
 

12.3 In particular, the Trust faces a major challenge to deliver the level of efficiency savings 
which will be required in 2012/13. 

 
12.4 Subsequent years look equally challenging. 

 
 

13. RECOMMENDATIONS 
 

The Board is asked to:- 
 
13.1 Approve the 2012/13 Financial Plan and Income and Expenditure Budget proposals 

described in this report, summarised in section 3 above and identified in more detail in 
Appendix A. 
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13.2 Note the major issues and risks which will need to be managed if a positive financial 
position is to be achieved, particularly the need to deliver a significant level of efficiency 
gains. 

 
13.3 Note the challenging financial environment facing the Trust in future years. 

 
 
 
 
Neil Priestley 
Director of Finance 
March 2012  
 


