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TRUST BOARD
27th June 2013

TITLE Minutes of the Finance Committee meeting held on 22nd May
2013

EXECUTIVE
SUMMARY

The minutes of the Finance Committee meeting held on 22nd May
2013 are attached for noting. The key points are: -

 Financial Position as at 30th April 2013 – the Committee
reviewed the month 1 financial position, noting the latest
position with agreeing final activity plans;

 Monitor Three Year Plans – reviewed the outputs from the
three year financial plans and recommended that the Trust
Board approve these; and

 Managed Equipment Service – reviewed the proposal for a
managed equipment service and recommended that the Trust
Boar approve the case.

BOARD ASSURANCE
(Risk) /
IMPLICATIONS

The Board is assured by the scrutiny provided by the Finance
Committee on matters of financial risk.

LINK TO STRATEGIC
OBJECTIVE

SO4: To improve the productivity and efficiency of the Trust in a
financially sustainable manner, within an effective governance
framework

STAKEHOLDER /
PATIENT IMPACT
AND VIEWS

The impact on stakeholders through the Trust achieving its
required financial targets, hence enabling the appropriate
investment into services and infrastructure.

EQUALITY AND
DIVERSITY ISSUES

None that we are aware of.

LEGAL ISSUES None that we are aware of.

The Trust Board is
asked to:

Note and receive the minutes of the Finance Committee meeting
held on 22nd May 2013.

Submitted by: Jim Gollan, Non-Executive Director and Committee Chair

Date: 19th June 2013

Decision: For Receiving.
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TRUST BOARD
27th June 2013

Title: Minutes of the Finance Committee meeting held on 22nd May 2013

PRESENT: Mr. Jim Gollan Non-Executive Director (Chair)
Mr. Terry Price Non-Executive Director
Mr. Simon Marshall Director of Finance and Information

IN ATTENDENCE Mr. Paul Doyle Deputy Director of Finance

SECRETARY: Ms. Desireé Irving-Brown Assistant Director, Financial Management

APOLOGIES: Ms. Valerie Bartlett Deputy Chief Executive
Mr. Clive Goodwin Non-Executive Director
Mr. Peter Taylor Non-Executive Director

Actions
1. Introductions and Apologies

The apologies were as noted above. It was noted that the meeting
constituted a quorum. As the meeting had time constraints a number of
agenda items were deferred to the June meeting. PD

2. Minutes of the Meeting held on 17th April 2013

The minutes of the meeting held on 17th April 2013 were agreed.

3. Matters Arising

3.1 Action point 3 - Efficiency Metrics

The Committee suggested the discussion on efficiency metrics be
deferred for another month.

4. Finance as at 30th April 2013

4.1 Finance Report

The Director of Finance and Information explained that the reported
expenditure had been captured as usual and hence was reasonably
robust, but that as the actual detailed activity plan had not yet been
finalised with CCG’s, income was therefore an approximation at the
month end.

The contact had just been signed, including all metrics such as CQUINs.
Issues have been identified around some areas such as discharge
letters, which are still below target, and could attract fines, but the Trust
is improving the rate on a daily basis. The CQUIN target is tough but
achievable and the other big ticket risks are national ones such as
ambulance handover times. The Specialist Commissioning heads of
terms have been signed, but there is a bit more detail to work through.
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Everything is expected to be signed off by the end of May.

There were concerns in month one around pay, for example, Swift ward
had not closed as expected, costing £100k more than budget; additional
doctors in the system to address the emergency pathway; and some
CIPs not being delivered.

4.2 CQUINS Update

This item was deferred to the June meeting.

4.3 Demand Management Update

This item was deferred to the June meeting.

5. Monitor Three Year Plans

5.1 Three Year Plans

The Deputy Director of Finance tabled a summary of the 3 year plan
showing the metrics under the current rating system and also the
shadow metrics that were consulted on by Monitor in April.

The increase in long term leases was due to the Cath lab and Managed
Equipment Service expenditure in year one. Cash would increase initially
due to the deferring of payment on the capital programme through
leasing. Assets were increasing as well due to the new equipment and
buildings.

The plan involved suppressing the impairments budget to fund increased
depreciation, as historically, the Trust had not refreshed assets, and
depreciation had been artificially depressed, now the Trust has to budget
for it, and is using a reduction in impairments to offset this increased
cost.

There was a risk around EBITDA, which showed an improving position
due to the forecast including a reducing expenditure base dependant on
achieving 5% CIPs each year. The Trust is reviewing activity, as
emergency work is high, which cannot be sustained. Jim Gollan asked
whether this was a finance plan, or a strategic plan. The Director of
Finance and Information stated that the Trust needed to strategically
reduce emergency activity to achieve the plan.

The Deputy Director of Finance explained the Monitor metrics in
appendices B and C. Under the current metrics, liquidity strengthens due
to new leases being split between current and non-current liabilities
rather than being a cash reduction if purchased. Under the new
proposed metrics, the debt service metric comes down very close to a 3
due to increased leasing, so this rating is very marginal, but liquidity will
strengthen to offset this.

When the plan is presented to the Board, it will include commentary,
drawing out the issues raised in the meeting.

5.2 Annual Plan Self Certification

The document indicates that the Trust is a going concern. Terry Price
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flagged statement 19, and the Committee advised to say Yes to it, and
agreed that it was effectively the same as statement 4. The Committee
agreed the recommendation.

5.3 Working Capital Facility

A question was raised about how much working capital was required, as
under the new metrics the current Working Capital Facility did not count
in the calculation. However from a cashflow perspective, something
should be held to support the day to day cash balances. The Deputy
Director of Finance suggested reducing the current facility to £10m, for
example, to cover a month of payroll cost. This would reduce the cost of
holding the facility.

It was agreed that the Director of Finance and Information would take
this forward having carried out further analysis and taking into account
Monitor’s final Risk Assessment Framework when issued.

6. Surrey Pathology Services

This item was deferred until the June meeting.

7. Managed Equipment Service (MES)

Jim Gollan raised three questions for discussion. These were around
why the preferred supplier had been selected, what assurance was there
around the VAT treatment and what is the relationship between capital
and funding?

The Director of Finance & Information responded by stating that the
preferred supplier had been chosen following a thorough tender process
and had been assessed on both quality and price, following a
moderation session and challenge by the runner up.

In terms of VAT this is the key to making the case affordable. The
contract has been strengthened to ensure it covers more than just
providing equipment, by building in additional services such as contract
management, procurement, etc which makes this a fully managed
service. Ownership of the kit at the end of the agreement is optional;
therefore this can be treated as an MES. Also, the risk will sit with the
service provider. Jim Gollan asked whether there a risk of the contract
being deemed to be one of vat avoidance? The Director of Finance &
Information replied that the contract had been negotiated to be vat
efficient, not to avoid VAT.

In terms of the equipment there was a significant investment over the
period of the contract, with a lot in year one to replace old equipment
currently in use at the Trust. This is the replacement of existing
equipment only, with an option on one additional piece of kit (subject to a
business case), and does not represent any growth in the service.

The Finance Committee agreed to recommend this case to the Board.
Jim Gollan confirmed that the case was in a suitable format for the
Board, but that an oral presentation from the Director of Finance and
Information would help. The Director of Finance and Information will also
include the Monitor Governance check list for significant transactions.

SM
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8. Improving Patient Facing Communications

This item was deferred to the June meeting.

9. Finance Hot Topics

The Director of Finance & Information had wanted to raise procurement
as a topic, but will defer this until the regular members are present.

The Director of Finance & Information mentioned that the Trust would be
receiving central funding for an IT project around electronic records
(circa £2.5m) and is also awaiting confirmation on £3m of sustainability
funding for which an application in the process.

10. Identification of Financial Risks

10.1 Items for the Risk Register

No new items noted.

10.2 Key Points to take to Trust Board

These were:
 The Monitor Three Year Plan and Self-Certification; and
 MES updated business case for sign-off.

11. Items for Information

11.1 Schedule of Business

Noted.

11.2 Tender Waivers >£50k

There were two tender waivers in excess of £50,000 in April, which were
explained by the Director of Finance & Information, and noted by the
Committee.

12. Any Other Business

None noted.

13. Date and Time of Next Meeting

Wednesday 19th June 2013 at 8.30am in Room 2, Chertsey House, St.
Peter’s Hospital


