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PURPOSE OF THE REPORT 

To provide the Board with an update on key financial issues. 
 
KEY POINTS 

1. The provisional 2012/13 Annual Accounts position is a £2.42m (0.3%) surplus, although after adjusting 
for non-cash technical items the cash benefit achieved that expected from the £6.7m planned surplus.  

2. Activity over-performance was £9.0m but efficiency savings of nearly £23m were £5m less than 
planned, largely due to operational and activity pressures.  

3. The Monitor Financial Risk Rating was a satisfactory 3 and the working capital position was strong, 
although this is partly due to cash balances which will be applied to the 2013/14 Capital Programme. 

4. The 2013/14 financial planning process is now virtually complete with a satisfactory outcome to the on-
going patient service contract negotiations and delivery of challenging efficiency targets crucial to the 
ultimate achievability of the Trust’s Financial Plan. 

5. The key on-going financial management actions remain to drive the Efficiency Programme; to progress 
the Performance Management Framework work with financially challenged Directorates and secure 
good general Directorate financial performance; to contain operational and cost pressures; to manage 
contractual issues and deliver contract targets; and to maximise contingencies. 

6. The on-going challenge of achieving major efficiency savings whilst delivering key service targets, 
improving quality and coping with operational pressures will remain fundamental to the Trust’s success 
in 2013/14 and beyond. 

 
IMPLICATIONS2 

AIM OF THE STHFT CORPORATE STRATEGY 2012-2017 TICK AS APPROPRIATE 
1 Deliver the Best Clinical Outcomes  
2 Provide Patient Centred Services  
3 Employ Caring and Cared for Staff  
4 Spend Public Money Wisely � 
5 Deliver Excellent Research, Education & Innovation  

 
RECOMMENDATIONS 

The Board is asked to note the provisional 2012/13 Annual Accounts position and the latest update on the 
2013/14 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 five aims of the STHFT Corporate Strategy 2012-2017 

 G 
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SHEFFIELD TEACHING HOSPITALS NHS FOUNDATION TRUST 
 

BOARD OF DIRECTORS 15th MAY 2013 
 

FINANCE REPORT 
 

 
1. 2012/13 PROVISIONAL OUTTURN FINANCIAL POSITION  

 

1.1 The Unaudited Accounts show a surplus for 2012/13 of £2.42m compared to the 
planned surplus of £6.7m. This represents just under 0.3% of turnover. However, 
the reported position has absorbed a net charge of £5.47m in respect of various 
non-cash technical adjustments (i.e. impairments, impairment reversals, accelerated 
depreciation and income from donations/Government Grants used to fund capital 
expenditure). Therefore, after adjusting for these items the outturn position would be 
slightly better than plan. Cash generated from this position will be retained within the 
Trust and £6.7m has already been committed to the 2013/14 Capital Programme. 
 

1.2 Turnover for 2012/13 was £909.1m which was an increase of 5.5% over the 
2011/12 figure.  However, 2012/13 turnover was inflated by £15.4m of reversed 
impairments and around £5m of non-recurrent resources received towards the year-
end.  Even so, income from “activities”, i.e. patient care services, in 2012/13 was 
4.6% higher than in 2011/12. 
 

1.3 Pay costs increased by 1.2% over 2011/12 levels, drugs costs increased by 7.9%, 
clinical supplies and services by 9.5%, premises by 11.1% and clinical negligence 
costs increased by 7.6%. The combined depreciation, loan interest and PDC 
dividend charges increased by around 12% due to accelerated depreciation 
charges, largely on old NGH buildings which will be demolished in the coming 
years. There were impairment charges of £18.8m. 

 
1.4 The outturn activity position was an over-performance against the Trust’s activity 

plan of £9.0m, an increase of £1.67m in March. The over-performance largely 
related to non-elective (£8.7m) and out-patient (£2.0m) activity with an under-
performance on elective activity (£2.0m). A total of 11.7m of activity was sub-
contracted to private providers, although the £8.6m for Orthopaedics was planned 
given known capacity constraints. The over-performance for NHS Sheffield (NHSS) 
was £14m. The over-performance on non-elective activity was after the “loss” of 
£3.1m of income due to the national marginal emergency tariff (30% of tariff 
received for activity over 2008/09 levels) and the local NHSS QIPP risk share. 

 
1.5 Of the 34 Directorates, 16 reported a break-even/surplus position, 2 reported small 

deficits of less than 2% of budget and 16 reported more significant deficits. There 
were mixed results in March with 14 Directorates reporting improved positions and 
20 deteriorations. The Directorates with the most significant year-end deficits were 
Geriatric and Stroke Medicine; Operating Services, Critical Care and Anaesthesia; 
Ear, Nose and Throat; Neurosciences, Specialised Cancer Services, General 
Surgery and Orthopaedics but the positions in Obstetrics, Gynaecology and 
Neonatology; Cardiothoracic Services, Vascular Services and Urology were also of 
concern. 

 
1.6 Directorates have reported delivery of nearly £23m of efficiency savings which is an 

under-delivery of £5.0m (18.1%) against Efficiency Plans. Whilst this is 
disappointing and is a key factor in many of the budget deficits, it is partly due to the 
operational and activity pressures faced. 
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1.7 The value of the Trust’s Non-Current (Fixed) Assets grew by £9m to £420.6m in 
2012/13.  This is the net effect of capital investment less depreciation, impairments 
and reversed impairments. Net Current Assets were £14.2m at 31 March 2013 but 
funding of around this sum will be committed to the 2013/14 Capital Programme. 
Total borrowings (FTFF loans plus PFI and Gamma Knife Lease debts) totalled 
£54.0m at 31 March 2013 (£56.5m at 31 March 2012). 
 

1.8 The Capital Programme was underspent by £7.7m due to slippage on planned 
schemes but the funding will be carried forward in the Trust’s cash balances to 
complete the schemes in 2013/14. 

 
1.9 The Monitor Financial Risk Rating for 2012/13 was a satisfactory 3. 
 
1.10 The External Audit of the 2012/13 Annual Accounts is now under way with 

submission of Audited Accounts to Monitor due on 30th May 2013.  
  

2. 2013/14 FINANCIAL PLANNING 
 
2.1 The 2013/14 Financial Plan has been completed and budgets confirmed to 

Directorates. These budgets will be very challenging given the 4% National 
Efficiency Target, MPET income reductions and underlying deficits brought-forward 
require efficiency savings of around £34m. There are also significant additional 
operational and quality requirements on the Trust in 2013/14. 

 
2.2 This will be a major challenge for the Trust to deliver as demonstrated by 

Directorate Third Cut Financial Plans which, with inevitable risks, show around 
£30m of efficiency savings rather than the required £34m. It is, therefore, crucial 
that there are no further income losses from tariff changes, contract negotiations 
and commissioner QIPP savings proposals. Contract negotiations with the local 
Clinical Commissioning Groups, NHS England and Sheffield City Council are still 
on-going although significant progress towards a satisfactory position has been 
made with the first two contracts in the last month. 
 

3. CONCLUSIONS 
 
3.1 The provisional 2012/13 outturn position as per the Annual Accounts is satisfactory. 

 
3.2 Financial Planning for 2013/14 is nearing completion with the key challenges being 

to agree acceptable patient services contracts with commissioner, to deliver the 
required efficiency savings and to manage operational and cost pressures. 

 
3.3 The key on-going financial management actions remain to drive the Efficiency 

Programme; to progress the Performance Management Framework work with 
financially challenged Directorates and secure good general Directorate financial 
performance; to contain operational and cost pressures; to manage contractual 
issues and deliver contract targets; and to maximise contingencies. 

 
4. RECOMMENDATION 

 
The Board is asked to note the above and, in particular, the provisional 2012/13 Annual 
Accounts position and the latest update on the 2013/14 Financial Plan. 
 
Neil Priestley 
Director of Finance 
May 2013 


