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PURPOSE OF THE REPORT 

 
To provide the Board with assurances about the form of contract for acute services in 
2012/13. 
 
 
KEY POINTS 
 

• The Trust is required to adopt the national standard contract for acute 
services 2012/13; 

• As with the contracts signed in 2009/10 and 2011/12, there are risks to the 
Trust and mitigating action is being taken where possible. 

• Negotiation of the specific contract terms that will apply in 2012/13 is currently 
in progress with a view to signing the new contract by 31 March 2012. 

 
IMPLICATIONS2

Achieve Clinical 
Excellence 

Secures income for the continued provision of high 
quality services. 

Be Patient Focused Provides safeguards for patients. 
Engaged Staff Clinical directorates have been fully engaged in the 

contract process. 
 
RECOMMENDATIONS 

 
• It is recommended that the national standard contract 2012/13 is adopted. 
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Sheffield Teaching Hospitals NHS Foundation Trust 
Board of Directors – 22 February 2012  

Contracts with the Primary Care Trust and the Specialised Commissioning 
Group Consortia 2012/13 

1. Introduction 
The purpose of this paper is to confirm to the Board the contract arrangements for 
acute services in 2012/13 with particular reference to the form of contract. 

The existing contract with the PCT Consortium will expire on 31 March 2012 with no 
option for an extension.  The Department of Health published in December a new 
national standard contract for 2012/13 with the expectation that this will be in place 
and signed by 31 March 2012.  This paper outlines the key issues and mitigating 
actions of which the Board needs to be aware. 

Community services will continue under separate existing contracts for one further 
year. 

At the present time, the negotiation of the specific contract terms is in progress and 
much remains to be resolved.  A key issue is expected to be non-payment for 
emergency readmissions on which national guidance is imminent.  This paper 
therefore does not address the specific contract terms for next year. 

2. Contract coverage for 2012/13 
A significant change is that there will be two separate contracts for acute services 
that were previously covered by a single contract with the PCT Consortium.   

The first contract will be led by NHS Sheffield (NHSS), as Co-ordinating 
Commissioner, and will cover all PCTs in Yorkshire & Humber and East Midlands 
regions (with the exception of Northamptonshire PCT) for all services commissioned 
by the PCTs.  The specialised services commissioned by the SCG will move to a 
separate second contract, led by Yorkshire & Humber Specialised Commissioning 
Group (YHSCG) as Co-ordinating Commissioner, and will include all SCGs in 
England.  This means that the coverage of specialised services within contract will 
increase slightly. 

The Trust, NHSS and YHSCG have agreed to a joined up approach to the 
negotiation process with common agreements and documentation as far as possible.  
This should mitigate against differing terms and conditions between the two 
contracts.  To date this approach is working well and keeping the additional 
bureaucracy to a minimum. 

The rationale for specialised services moving to a separate contract is in preparation 
for these services being commissioned by the National Commissioning Board in 
2013/14.  Other commissioning changes are also expected to be introduced through 
the NHS Reforms.  Hence the 2012/13 contract is once again for one year only with 
no option to extend.  Our understanding is that the Department of Health intends to 
publish a three year contract for 2013/14, which we will welcome as providing a 
greater degree of certainty for the future. 

3.  Contract documentation 
The new national standard contract is intended for use across all acute, community, 
ambulance, mental health and disability services.  We will need to ensure clarity that 
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our two contracts relate specifically to acute services only.  The content is largely 
unchanged from the 2011/12 version, but the structure is now quite different , and is 
set out in the following sections: 

• Section A: The particulars which sets out the agreement, effective date, 
duration and signatures 

• Section B: The Services which sets out indicative activity plans, contract 
values, CQUIN schemes, Quality Requirements and Service Specifications  

• Section C: Service Matters which set out Conditions Precedent and other 
essential documents  

• Section D: Recorded Variations, Disputes, and Change in Control  

• Section E: Core Legal Clauses. 

As in previous years, the content of the national contract cannot be varied.  However, 
we have made it a condition of signing the contract that there must be a Local 
Implementation Agreement (LIA) which is a schedule to the contract and clarifies the 
way in which the contract terms will be applied by each party.  It is expected that we 
will have a standard LIA for the two contracts.  We also agree an Annual Contract 
Agreement (ACA) which sets out the specific financial and contractual terms for the 
year.  We will have separate ACAs for the two contracts, although some terms will be 
common. 

4. National contract terms 
The Board will recall that when we were required to adopt the national standard 
contract in 2009/10, we had considerable concerns about the extent to which the 
terms were biased towards Commissioners and therefore the risks posed to STHFT 
as Provider.  We wrote to NHSS expressing our view that the terms of the contract 
were unfair and were being imposed.  The detailed concerns were addressed 
adequately through the LIA and it was possible to proceed to sign the contract.  
These arrangements were updated last year to reflect the changes in the 2011/12 
contract.  The last three years have demonstrated that the LIA and ACAs have in 
general protected the interests of the Trust, including during the formal dispute in 
2009/10. 

In comparison with 2011/12, the contract for 2012/13 introduces few issues of 
concern.  The Board needs to be aware of the following: 

18 weeks RTT performance:  The contract now specifies that performance will be 
measured at specialty level.  If the standard is not delivered, a financial adjustment 
may be applied up to a maximum of 5% of elective income for each specialty in each 
month that has not been delivered. 

Nationally Specified Events:  Direct access audiology and 6 week diagnostic waits 
are existing targets but now have financial penalties linked to them.  Failure to meet 
the required standards may attract a penalty of 2% of the relevant contract income. 

NICE guidance:  The wording in the contract has become more general around 
compliance with NICE (previously only Technology Appraisals were identified) and 
therefore places further obligations on the Trust (in respect of tariff services) and the 
commissioners (in respect of non-tariff services).  This is a change of emphasis 
which reflects the direction of travel within the NHS towards nationally specified 
service standards. 

Managing Activity & Referrals:  This was previously known as Schedule 3 Part 1 
and has been significantly redrafted from previous versions.  In general these 
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changes are helpful and bring the provisions of the contract more into line with the 
local arrangements that are already in place.  The key changes are: 

• Clarification that the activity targets are only indicative and do not constitute 
caps or guarantees of activity levels.   

• Activity Planning Assumptions (APAs) to be notified by the Commissioner 
and performance to be monitored by the Provider.  APAs will include key 
activity indicators such as outpatient follow up to new ratios, rates of 
consultant to consultant referrals, emergency admissions from A&E and 
inpatient treatment conversion rates.  Clearly we will expect to agree these 
before signing the contract. 

• Simplified Activity Management Plan arrangements which apply if an APA is 
breached. 

• No automatic financial penalties within the contract for breaches of an APA.  
Any consequences are to be set out within the Activity Management Plan 
and must be agreed in advance between the parties. 

• Commissioners have the right to notify the Trust of changes to prior approval 
schemes, such as referral or treatment criteria.  Previously prior approval 
schemes had to be agreed between Commissioner and Provider, and this 
change almost certainly reflects a move towards national service 
specifications.   This is an area where we already have considerable 
protection under the LIA.  We are also obliged under the contract to deliver 
services in accordance with Good Clinical Practice, and therefore have a 
strong defence if commissioners ever seek to impose criteria which are not 
acceptable clinically. 

5. Mitigating action 
The mitigating action which we will take is to: 

5.1 Negotiate acceptable contract terms, including in relation to the imposition of 
financial penalties; 

5.2 Agree new clarifications within the LIA which address all issues requiring 
clarification, including those set out in section 4. above 

5.3 Send letters to NHSS and YHSCG expressing our continuing view about the 
unfair contract terms.  The draft letter to NHSS is enclosed. 

6. Recommendations 
The Board of Directors is asked to: 

6.1 Note the changes to the form of contract for 2012/13; 

6.2 Note the risks to the Trust and the mitigating action which is being taken; 

6.3 Confirm that subject to the satisfactory conclusion of the contract 
negotiations, the new national standard contract should be adopted for acute 
services. 

 

 

Service Provision Director 
16 February 2012 
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Northern General Hospital 
Service Development Directorate 
Clocktower Building 
Herries Road  

 Sheffield 
 S5 7AU 

 

 
 
Our Ref: BN/DB 
 
[Date to be inserted] 

Direct Line:  0114 271 4839 
Secretary:    0114 271 5160 

Fax:            0114 271 5178 
 barbara.nicholas@sth.nhs.uk

 
       BY EMAIL 
 
Alastair Hill 
Associate Director of Contract Performance 
NHS Sheffield 
722 Prince of Wales Road 
Darnall 
Sheffield  
S9 4EU 

 
Dear Alastair 
 
Standard National Contract for Acute Services 2012/13 
I am writing to you following our recent discussions to confirm the position of the 
Trust in relation to the standard national contract. 

Prior to adopting the standard contracts in 2009/10 and 2011/12 I wrote to you 
setting out the concern of the Trust about unfair contract terms between provider and 
commissioner.  We considered that there are many provisions in the contract 
conferring rights and remedies on commissioners but not on providers in a manner 
which is unfair and disproportionate.  We also considered that we were placed in an 
unfair negotiating position due to the standard contract being imposed by national 
guidance, whilst at the same time being obliged to continue to provide the mandatory 
services. 

Whilst there are no new issues of particular concern in the 2012/13 contract, it is also 
the case that little has changed which would remove these existing concerns, and 
therefore we consider that unfair contract terms will still apply.  However I do wish to 
acknowledge that the Local Implementation Agreement which has been agreed 
between us and has been in place for three years, has provided a helpful degree of 
clarification for both parties. 

[May need to insert a section about Emergency Readmissions.] 

If you will acknowledge receipt of this letter, we can proceed to sign the contract for 
2012/13. 
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Yours sincerely 
 
Barbara 
 
 
Barbara Nicholas 
Service Provision Director 
 
Copy: Kirsten Major, Director of Service Development 

Neil Priestley, Director of Finance 
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	Barbara 

