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MINUTES OF THE FINANCE COMMITTEE MEETING – 12 DECEMBER 2011 

 
 

Present: V Powell (Chair) 
  A Cash (for items 1-6) 
  H Chapman (for items 1-6) 
  J Donnelly 
  K Major  

N Priestley 
 
In attendance: R Wilson 
  D Padwick (attending for Mr Gwilliam) 
 
 
1. Apologies 

 
Mr Stone and Mr Gwilliam. 

 
 
2. Minutes of the Previous Meeting 

 
The minutes of the previous meeting on 7 November 2011 were agreed as a correct 
record. 

 
 
3. Matters Arising 
 

• Orthopaedics Transfer to RHH 
 
Professor Chapman reported that the Orthopaedic ward would move to RHH in 
December and operating lists would begin in January. She noted that there are still 
some operational issues to resolve. 
 
• Industrial action 

 
It was noted that approximately £1m of elective income was likely to have been lost 
due to the industrial action on 30 November 2011, but the offsetting pay saving was 
only estimated at around £200k. 
 
 

4. 2011/12 Financial Position as at 31 October 2011 
 

Mr Priestley outlined the key elements of the Month 7 Finance Report. 
 
The YTD deficit was £1.85m against Plan.  This was a deterioration of £0.25m in-
month.   
 
He emphasised that all uncommitted contingencies were now fed into the YTD 
position, although some existing commitments could still be avoided/deferred if 
necessary. 
 



He noted that October was the fourth month in a row where the activity position had 
under-performed against target.  The position is even worse if subcontracted activity 
is excluded. 
 
The P&E delivery remains around 30% less than plan. 
 
The potential for further activity being required to deliver improvements in 18 week 
Referral to Treatment performance was discussed.  Mr Priestley noted that this 
posed either an opportunity or a threat to financial performance dependent on how 
cost effectively this could be delivered. 
 
Mr Priestley outlined the ongoing process for agreement of NHS debtor/creditor 
balances which all FTs are now obligated to be involved in. 
 
He noted that due to the current economic uncertainties all cash balances had been 
removed from commercial banks and placed in Treasury accounts. 

 
 

5. Organisational Performance 
 

Professor Chapman outlined the main elements of the Month 7 report.  In particular, 
she referred to the increasing pressures on delivery of 18 week RTT targets.  
Validation of incomplete pathways had reduced the number of 52+ weeks waiters to 
44 from over 1,000.  However, the number waiting over 26 weeks represents a much 
greater problem.  There is a real pressure to clear this backlog as soon as possible, 
particularly as compliance will be monitored on a monthly basis at specialty level 
from April 2012. Orthopaedics remains the main problem with a current compliance 
level of just 64%. 
 
Resolving the overall backlog problem will cause long waiters to crystallise as their 
treatment pathways end.  Paradoxically this could cause breaches of the targets to 
occur unless this can be offset by sufficient volumes of patients who have waited less 
than the 18 week RTT target.  The practicality of this was debated.  It was noted that 
the basis of measurement to be applied by Monitor in 2012/13 remains unclear.  It 
was suggested that it may be better to clear many of the long waiters in Q4 of 
2011/12 to create an improved starting position for next year, even if this meant that 
targets were breached in Q4 with the consequent impact on the Monitor Governance 
rating.  Such an approach, if adopted, would need to be flagged in advance to 
Monitor.   
 
It was agreed to discuss the compliance issues with Neil Riley and it was planned to 
take a decision on the best way forward at TEG later in the week.  The debate 
continued on the increasing difficulty of delivering across all targets particularly where 
improved delivery on one target increased pressures elsewhere in the system or tied 
up capacity. 
 
Professor Chapman noted that C Difficile performance was improving.  The aim 
remains to achieve a full year outturn at below last year’s result.  It was noted that 
Monitor had not decided to escalate this issue with STH following the Q2 submission.   
 
Ms Major noted that Q3 performance against Cancer targets looked positive, but 
warned that Q4 could be threatened due to increased referrals arising from planned 
national awareness campaigns.   

 
 



6. 2012/13 Financial Plan 
 

Mr Priestley outlined the key financial elements of the 2012/13 Operating Framework. 
 

 PCTs will get growth of at least 2.5% but will still be expected to commit 2% 
non-recurrently. 

 Tariff adjuster is -1.8% (2.2% inflation funding less 4% efficiency 
requirement). 

 CQUIN has increased from 1.5% to 2.5%. 
 The policies around the Emergency Threshold and non-payment for certain 

Emergency Readmissions within 30 days remain in place. 
 More Best Practice tariffs will be introduced. 
 A single national contract will apply for acute and community care. 
 The importance of compliance with Payments by Results and enforcing 

contractual financial penalties for non-delivery has been emphasised.   
 More onerous 18 WRTT targets (by month and by specialty) will apply. 

 
It was noted that the significant P&E requirement results in a significant shift in 
resources from providers to commissioners, which is only partly abated by the 1% 
additional CQUIN which can be earned by providers. 
 
Mr Priestley then described the latest outline positions on the 2012/13 Financial Plan.  
This has 3 scenarios (optimistic, most likely, pessimistic).  He explained that the 
planning recognises the following additional pressures: 
 

 Funding losses due to the 4% efficiency requirement. 
 Probable losses on education and training arising from the MPET review. 
 Internal cost pressures (e.g. recurrently funding the C Difficile action plan). 
 Clearance of significant underlying deficits in Directorates. 

 
Solutions to resolve these include: 
 

 Top-slice from the inflation element of the tariff adjuster. 
 Earning the increased CQUIN income available. 
 Application of uncommitted central reserves to Directorate budgets. 
 Delivery of 5% Directorate P&E. 
 Delivery of further P&E in Directorates with deficits. 

 
A key issue is the patient services contract settlement which in the “most likely” 
scenario is assumed to be neutral both in terms of pricing and activity.  This is a key 
assumption.  There is the suggestion of tertiary centres gaining slightly from 2012/13 
tariffs but the associated PbR business rules are still unclear.  Also there has been 
minimal input so far from NHS Sheffield to share its QIPP plans.  Extra activity for 
backlog clearance could create an opportunity but also a threat in terms of 
affordability to commissioners. 
 
The deliverability of the ‘solutions’ was debated in turn.  There was a general 
agreement that STH should aim to continue to plan for a surplus to provide a cushion 
for future years/in-year under-performance and to provide cash funding for necessary 
capital expenditure.   
 
The release of some of the central uncommitted reserves was supported in principle 
but needs to be equitable.  The deliverability of 5% P&E plus the further requirement 
to address Directorate deficits was acknowledged as necessary but noted to be 
extremely challenging. 



 
Mr Priestley noted that, even if all the above could be achieved, a £4m gap remains 
under the “most likely” scenario which still needs to be addressed. 
 
Mr Priestley then outlined the approach to be taken with Red* Directorates.  In 
particular, this will be taken forward through the newly created Task & Finish Group.  
He outlined the role and membership of this group.  He stressed the key link into 
TEG via himself and Professor Chapman. 
 
Sir Andrew emphasised the importance of delivery in terms of avoiding the potential 
consequences of failure (reputational, adverse impact on services, managerial and 
regulatory).  He noted that great importance will be put on the 2nd cut Directorate 
Financial Plans due on 31 January 2012.  This had been clearly communicated to 
Directorates at a Special CMB the previous week and would be reinforced by letter. 
 
Mr Powell emphasised the importance of Directorate ownership/responsibility/ 
accountability for financial plans.  Mr Priestley agreed and emphasised this needed 
to be achieved through robust and sustainable business and financial planning.   
 
 

7. CQUIN Performance 
 

The CQUIN performance report for Q2 was noted. The Asthma Care Bundle target 
had been missed and there were challenges in other areas. 
 

 
8. 2012 Meeting dates 

 
The proposed meeting dates for 2012 were agreed. The potential clash with 
Healthcare Governance Committee has now been resolved 

 
 

9. Any Other Business 
 

None. 
 

 
10. Items for future meetings 

 
 Q3 Monitor FRR Declaration – January 2012 
 Lead Unit update – February 2012. 

 
 
11. Items to be brought to the Board of Directors’ attention  

 18 Week RTT issues 
 Latest position on 2012/13 Financial plan 
 Task and Finish Group 

 
 
12. Date of Next Meeting 
 

9 January 2012 at 10.00 a.m. in the TEG Meeting Room, 11 Broomfield Road.  
 


