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PURPOSE OF THE REPORT 
 
To provide the Board with an update on key financial issues. 
 
 
 
KEY POINTS 

 
1.  A satisfactory provisional 2011/12 outturn Financial Position has been achieved. 
 
2.  Good progress is being made on the implementation of the 2012/13 Financial Plan 
 
 
 
 
IMPLICATIONS2

Achieve Clinical Excellence  
Be Patient Focussed  
Engaged Staff  
 
RECOMMENDATIONS 
 
The Board is asked to note the satisfactory financial results as per the Unaudited 2011/12 Annual 
Accounts and the progress with regard to the 2012/13 Financial Plan. 
 
 
 
 
APPROVAL PROCESS 

Meeting Date Approved Y/N 
   
   
   
   
 
1 Status: A = Approval 
 A* = Approval & Requiring Board Approval 
 D = Debate 
 N = Note 
2 Against the three pillars (aims) of the STH Corporate Strategy 2008-2012 
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SHEFFIELD TEACHING HOSPITALS NHS FOUNDATION TRUST 
 

BOARD OF DIRECTORS 16 MAY 2012 
 

FINANCE REPORT 
 
 

1. 2011/12 PROVISIONAL OUTTURN FINANCIAL POSITION 
 

1.1 INTRODUCTION 
 

 The Unaudited 2011/12 Annual Accounts were submitted to Monitor on 23 April 2012 as 
required.  The external audit process commenced immediately thereafter with the subsequent 
key dates in the process being as follows: 

 
 Approval/Adoption by the Board of Directors – 24 May 2012 
 Submission of Audited Annual Accounts to Monitor – 31 May 2012 
 Laying of Annual Accounts/Annual Report before Parliament – 27 June 2012 

 
 This report provides the Board with the key financial results for 2011/12 as per the unaudited 

Accounts. Changes to the Accounts as a result of the audit are not anticipated but are always 
a possibility. However, for 2011/12 the new requirement to reconcile income/expenditure and 
debtor/creditor balances with all other NHS organisations is, despite a major level of focus, 
proving extremely challenging and may still create some issues to be resolved as part of the 
audit process. 
 

1.2 INCOME AND EXPENDITURE 
 

 The unaudited Accounts show a surplus for 2011/12 of £7.98m compared to the planned 
surplus of £6.7m. Whilst the surplus is a significant sum, it represents just 0.96% of turnover. 
Cash generated from the surplus will be retained within the Trust and has already been 
applied to provide crucial funding for the Trust’s Capital Programme. 
 

 The reported position has absorbed a modest net charge in respect of various non-cash 
technical adjustments (i.e. impairments, impairment reversals, accelerated depreciation and 
the revised treatment of Donations/Government Grants used to fund capital expenditure). 

  
 The 2011/12 results include the income and expenditure for the Primary and Community 

Services transferred to the Trust from NHS Sheffield on 1st April 2011. There were no 
unexpected issues but this has to be recognised in making comparisons with 2010/11 results. 
 

 Turnover for 2011/12 was £861.3m which was an increase of around 7% over the 2010/11 
figure.  Income from “activities”, i.e. patient care services, in 2011/12 was 8.9% higher than in 
2010/11, largely in respect of the new primary and community services. Other income has 
reduced slightly due to small cuts in Education and Training funding and the changed 
arrangements for accounting for Donations/Government Grants which are used to fund 
capital expenditure. 
 

 The pay bill increased by around 8% over 2010/11 levels, drugs costs increased by 5.7% and 
clinical negligence costs increased by 9.5%. The combined depreciation, loan interest and 
PDC dividend charges increased by over 9%, although this was largely due to accelerated 
depreciation charges on old NGH laboratory buildings which will be demolished when the new 
Laboratory facility is opened shortly. 

 
 The Trust ultimately over performed on 2011/12 cost and volume contract activity by £3.9m. 

The over performance for NHS Sheffield was £3.9m with the main under performance of 
£1.7m relating to the Yorkshire and Humber SCG. The income position improved steadily 
over the second half of the year but it should be noted that £5.4m more activity than planned 
(£10.1m in total) was undertaken off-site on a sub-contracted basis which means that income 
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for activity on-site was £1.5m below plan. However, contract penalties of £0.5m (for C Difficile 
and Cancelled Operations) are reflected in the above figure as are £2.7m of income losses 
relating to rebates to Commissioners where emergency activity was above plan. Cost per 
case activity was above plan but largely reflects costs incurred on drugs and devices. 

 
 Directorate positions improved to a degree over the second half of the year but there were 

still 12 Directorates with deficits of more than 5% of budget at the year end. These were all 
Clinical Directorates which demonstrates the challenge of delivering high levels of efficiency 
savings year after year whilst continuing to deliver good access times and high quality 
services. The total net deficit across the 27 Clinical Directorates £16.6m. 

 
 Directorates have reported delivery of £24.0m of efficiency savings in 2011/12. This is broadly 

in line with the requirement from the national efficiency target in 2011/12. However, it is 
£7.9m (25%) less than Directorate plans with virtually the entire shortfall against Clinical 
Directorates. This explains a large part of the overall Clinical Directorate deficit, with the full 
amount of ambitious efficiency plans to address historic deficits not being achieved. This 
necessitated use of contingencies and other non-recurrent benefits to deliver the overall Trust 
outturn position. 
 

1.3 BALANCE SHEET 
 
 

 The value of the Trust’s Non-Current (Fixed) Assets grew by £20.8m to £411.6m.  This is the 
net effect of capital investment less depreciation and the net of impairments and reversed 
impairments. The 2011/12 capital under spend of £7.9m, due to slippage on planned 
schemes, has impacted on this position. However, the unused resources are carried-forward 
and will enable the relevant schemes/investments to be completed in 2012/13. 
 

 Cash balances totalled £65.1m at 31 March 2012 which is virtually unchanged over the year. 
However, of this sum £19m is committed to the 2012/13 Capital Programme and just over 
£13m reflects income received in 2011/12 but deferred for use in future years.  Precise 
analysis of the working capital position is difficult given the many individual balances and 
changes between years. However, having reduced Lead Unit and other debts in 2011/12 and 
having taken account of requirements for provisions and accrued commitments; it is likely that 
the true uncommitted cash position is around £25m. 

 
 Total borrowings (FT Financing Facility loans plus the Hadfield Block PFI and Gamma Knife 

finance lease debts) totalled £56.5m at 31 March 2012. All Prudential Borrowing Limit ratios 
were comfortably satisfied. There was no use of the Trust’s Working Capital facility during the 
year. 

 
1.4 MONITOR FINANCIAL RISK RATING 

 
The 2011/12 provisional financial results were submitted to Monitor as part of the recent Q4 
monitoring returns and resulted in a Financial Risk Rating of 3 (3.45 rounded down to 3). 
 

2 2012/13 FINANCIAL PLAN 
 

Work has continued on the implementation of the 2012/13 Financial Plan following approval by 
the Board at its March 2012 meeting. Key pieces of work have included the following: 

 
− Finalising and signing the 2012/13 patient services contracts. 
− Finalising the initial contract values with commissioners (including the more remote SCGs). 
− Determining where contract activity levels appear inadequate to deliver the 18 Weeks RTT 

targets and confirming the internal activity plan. 
− Progressing key efficiency plans, particularly the Emergency Care Operational Plan. 
− Making preparations for Month 1 reporting. 
− Progressing planning for delivery of CQUIN targets. 
− Identification of possible contingencies. 
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− Making arrangements for the case-note review required to determine the targets/potential 
income losses relating to Emergency Readmissions within 30 days. 

− Further development of Directorate financial plans and notification/finalisation of budgets, 
including allocation of funding from the internal activity plan. 
 
 

3 RECOMMENDATIONS 
 

The Board is asked to note the satisfactory financial results as per the Unaudited 2011/12 Annual 
Accounts and the progress with regard to the 2012/13 Financial Plan. 
 

 
 
 
 
 

 
Neil Priestley 
Director of Finance 
May 2012  
 
 
 


