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TRUST BOARD
27th April 2017

FINANCIAL MANAGEMENT COMMITTEE MEETING
MINUTES

23rd March 2017

PRESENT: Meyrick Vevers Non-Executive Director (Chair)
Neil Hayward Non-Executive Director
Simon Marshall Director of Finance and Information
Tom Smerdon Director of Operations – Unplanned Care

IN ATTENDANCE Suzanne Rankin Chief Executive
Colleen Sherlock Head of Workforce Planning and Intelligence
Paul Doyle Deputy Director of Finance
Andrew Grimes Head of Capital Development (Items 6.1 and 6.2)

SECRETARY: Des Irving-Brown Assistant Director, Financial Management

APOLOGIES: Louise McKenzie Director of Workforce Transformation
James Thomas Director of Operations – Planned Care

Actions

1. Introductions and Apologies for Absence

Meyrick Vevers welcomed everyone to the meeting, noted the apologies and
stated that the meeting was quorate.

2. Minutes of the Meetings held on 16th February 2017

Minutes of the meeting held on the 16th February 2017 were agreed.

3. Matters Arising – Actions List

Item 1: Neil Hayward provided clarity on the requirement for this action point,
which is visibility on whether the same impact of unplanned care on planned care
over winter had been covered in the 2017/18 budgets in terms of phasing and £
cover for these eventualities

It was noted that all the action points were either completed, on the agenda or not
yet due.

4. Finances as at 28th February 2017

4.1 Operational Effectiveness/Efficiency Metrics

The Director of Finance and Information stated that the metrics looked better in
the month, with length of stay and excess bed days both down and St Peters’
Theatres performance improved. The reduction in agency costs was highlighted,
and the EBITDA % is better than the in-month plan.

A discussion around increased charity fund raising activity ensued, with a question
around whether asking the public to donate to the local hospitals to help fund
ongoing viability would be a feasible option. It was noted that this was being



discussed by the Charities Committee.

4.2 Finance Report

The Director of Finance and Information explained the February year to date
position, stating that February was better than expected, allowing for a little flex in
March, although discussions with the CCG are still ongoing. The year-end income
position is not yet agreed, and there is a possibility that this issue will go to
mediation. Further work is being undertaken on the minimum required by the
Trust, currently £5m of over-performance on the main CCG contract, and whether
this can be reduced. The CCG is currently only offering £4m.

It was agreed that, if required, a conference call would be held with Committee
members if it looks likely that the £4m is all that will be offered, and arbitration
might be entered into. This would depend on how the March numbers looked.

The CIP position improved in February with agency spend slightly lower and
income better than expected.

SM

5. 2017/18 Budget – Revenue and Capital

The Director of Finance and Information explained the context of the budget, with
the commissioners pushing activity and income down, and NHSI driving the need
for increased profitability. The paper sets out the approach the Trust will take to
balance this equation and deliver the “Control Total budget, along with a downside
scenario setting out the risks involved.

Neil Hayward asked whether, in setting the budget to the NHSI target, it assumed
that more than 100% of things went right. The Director of Finance and Information
responded that the assumption is not for 100% of things going right, but there is
risk in the numbers. Neil Hayward then asked what the budget would have been if
no control target had been set. The Director of Finance and Information replied
that a small surplus for 1% of turnover (circa £3.0m) would have been preferable,
rather than the £6.4m pre STF budget in the paper.

Neil Hayward asked whether in accepting the target, the Trust is setting itself up
for two years of budget failure. The Director of Finance and Information explained
that if the target budget is not accepted, then there is a potential for a deficit as the
CCG would be allowed to apply all the fines for non-compliance with contractual
terms which could see £5m of fines levied, wiping out any surplus. The Trust
would also not be able to access the STF funds if the Control Total was not
accepted.

A discussion was held about taking on the running of the Bradley Unit in Woking
following the end of the Virgin contract with the CCG. This was a strategic
decision for the Trust in its delivery of Stroke services.

The CIP plan is a genuine effort on the Trust’s part to be more efficient, whereas
the QIPP plan is still under-developed, and many of the schemes are not robust,
with little apparent scope to reduce real costs. The CCG has a schedule for £7m,
but currently only £3.5m would be deliverable under the schemes put forward.

Neil Hayward raised concern that the budget would not be deliverable, as it
appeared to have been constructed to achieve a number that had been handed
down by NHSI, and therefore there was little assurance that was achievable.
Therefore, as it was clear there was a high risk of failure, and since the Committee
is accountable to the Trust Governors, supporting this budget risks credibility. The
Chief Executive explained that whilst that is a risk, there is a bigger risk around



loss of autonomy from NHSI and increased regulation if the Control Total is not
signed up to, and this can be seen in other organisations where this has
happened.

Neil Hayward then asked what message would be given to the Trust Board. The
Chief Executive replied that the Board had signed up to the Control Total in
December when the risks had been clearly set out. Furthermore, at a meeting with
the regulators last week, the underlying message was that they recognise that the
target is risky, but the Trust is doing well, and should continue to do as best they
can.

Meyrick Vevers stated that this is definitely a political budget, and that the Trust
could not be in the political game if it did not accept the budget, and the Trust did
not appear to be at the very risky end of assumptions in terms of how the budget
was constructed. Given the context of the system, and the penalties involved for
not signing up to the Control Total, on balance, there was less concern about
being held to account about why the Committee agreed to recommend the budget
to the Board, as there isn’t much scope to submit an alternative budget.

The Chief Executive stated that NHSI is aware that the budget is very challenging,
especially in the context of the Trust already being in surplus and being efficient,
there isn’t much to go at in terms of cost reduction.

Neil Hayward then agreed that the decision making processes was well
documented, and that all the arguments had been put forward, with the logic for
accepting the target well set out, and it has been acknowledged that the target is
extremely challenging, but the Trust will do its best to get there.

The Director of Finance and Information explained that the style of budget this
year is slightly different in terms of the Divisions getting all the funding they’ve
requested, with minimal reserves being held centrally, and the Divisions will have
to “consume their own smoke”, so there’s no additional funding and Divisions will
have to be accountable for budgetary control.

The Director of Finance and Information highlighted the Capital Budget and
pointed out that the £0.5m slippage from 2016/17 had been added to the 2017/18
programme.

The Deputy Director of Finance explained that NHSI had requested a re-
submission with final phasing for noon on 30th March 2017; and pointed out that
this is the day of the Board meeting. As a result the numbers presented in this
paper are those that will be submitted. The Operational Plan will also be refreshed
in line with the changes noted in the paper, including the change in Control Total
from £14.0m to £14.7m in year 2 due to the change in 2016/17 forecast outturn.

This paper was noted and it was agreed that a refreshed paper would be
presented to the Trust Board highlighting some of the risk issues raised at the
meeting.

6. Business Cases

6.1 West Site Land Sale

The Director of Finance and Information explained the link between the two
papers (6.1 and 6.2) with the first paper revolving around the potential land sale
and the second paper explaining how any capital receipt would be spent, with
these plans well developed and therefore these cases needing to be approved by
the Committee and Trust Board in parallel. Hence approval is being sought to



proceed with both and take the papers to Board.

Current costs are being charged to the balance sheet, and will be accounted for
appropriately if the project goes ahead. There is a risk that monies spent to date
will have to be written off in one go to the revenue budgets if the projects don’t go
ahead.

Neil Hayward asked for assurance around the governance of this Business Case
and whether any gaps between the two Trusts involved have been addressed (i.e.
the other party won’t pull out, for example). The Head of Capital Development
explained that the Business Case had been written as a common document for
both Boards, and there was a joint delivery group consisting of two Executive
Directors from the Trust and two from Surrey & Borders FT and that all the gaps
have been addressed through monthly meetings over the last year.

The paper indicated the complexity of the scheme and the agreed split of any sale
proceeds between the two Trusts. Overage clauses would be included in the land
sale, which will ensure the Trust will get more funding if more housing is put onto
the land than is in the sale specification.

Another point to note is that it is imperative to go in with Viridian in this to ensure
the affordable housing allocation available to the Trust is maintained.

The Director of Finance and Information also stated that discussion had to be
concluded about re-provision of some services on site i.e. the estates and facilities
teams.

Neil Hayward asked whether the timetable in the paper was realistic and whether
it had been agreed with the other parties. The Head of Capital Development
explained the timetable, and stated that a lot of the initial work has already been
done, so it was already in progress. The Head of Capital Development stated that
planning permission on the site was the biggest risk at the moment, because of
the green belt issue.

The Director of Finance and Information stated that in his view the key risks are
(a) not going ahead and therefore not releasing the expected cash levels and (b)
the Trust goes ahead with the sale, but spends the cash on the wrong things.

Meyrick Vevers asked if there was any benefit in having a NED involved in certain
key points of the project, should it go ahead. Also, a site walk-around for the
NEDs was proposed, to help them understand the scope. The Head of Capital
Development to think about these suggestions.

The paper was noted by the Committee and would go to Trust Board.

6.2 Integrated Urgent Care Facility Draft SOC

Further work is required to finalise the emergency care pathway and understand
the requirements, and this is one potential solution to be considered. Therefore,
the building costs are subject to change, and whilst an enormous amount of work
has been done on this, more is required to finalise this project.

The paper was noted by the Committee and would go to Trust Board.

6.3 Interim Arrangement for Stroke Services

The Director of Finance and Information explained the Bradley Unit in Woking
Community Hospital and what services it provides, and how the service is now

AG



moving to the Trust from Virgin in terms of administration but the services will still
be provided at the Bradley Unit.

The interim service will be a HSU/ASU at St Peter’s Hospital, with rehab
continuing at the Bradley Unit, and a bit of cover at Ashford Hospital. The model is
interim as the Trust would like to improve some of the pathways, and the patient
consultation is still in progress, so final service configurations would be subject of
the outcomes of the consultation.

The remaining risk is contractual, with ongoing work required to land the final
revenue numbers to support the level of investment required, with a start date of
1st April 2017, and the final service delivery model expected in the summer.

The paper was approved by the Committee.

6.4 Other Business Case Approvals

The paper was noted by the Committee.

7. Operational Performance Report

The Director of Operations – Unplanned Care introduced the report stating that
February’s A&E performance was below the agreed trajectory at 87.5%, but this
was slightly better than January’s performance which was 87.2%.

Neil Hayward asked why performance was worse than expected despite planning
and with cancellations in elective still happening on the day, and asked whether
there was assurance that this could be addressed going forward. Also, it was
noted that there were significantly fewer attendances in February, but no
significant improvement in A&E performance.

The Director of Operations – Unplanned Care explained that it depends on when
in the day the attendances occur, and if it’s towards the end of the day when there
are no beds, it can cause delays in A&E. Also, there was an increase in Decisions
to Admit in February, which increases the number of people waiting for beds, and
if there are delayed discharges (which increased in February compared to
December/January), then it affects the performance number. The number of
attendances would have been impacted by the shorter month.

There is a workforce issue in A&E related to locums and difficulty to recruit. The
locums are not as engaged with delivering the Trusts values and objectives, which
is an issue.

If all of the above were addressed, 92% would be achievable. There is a risk
around the change in community services when the provision by Virgin ceases on
31st March 2017, and this could put more pressure on the hospital.
Neil Hayward stated that he was reassured that the 95% is a political target, and
that at least the Trust has been given a trajectory to get there, but would like to
see what the Trust is doing around the staffing (quality) issue, and a workforce
strategy and plan to solve the issue around the calibre and to deliver the targets.

The Chief Executive explained that the plan would be presented to the Workforce
and Organisational Committee (WOD) next week, which will include interventions.

The paper was noted.

8. Workforce Report



The Head of Workforce Planning and Intelligence confirmed that the strategy
document would be reviewed at the WOD next week, but work needs to be done
to ensure that the plan addresses the issues raised in point 7 above in A&E.

The Head of Workforce Planning and Intelligence then introduced the Workforce
Report, stating that overall pay spend has gone down, with less agency being
spent, but most of this has shifted to bank. The in-month agency spend was
£137k less than February last year.

The number of leavers was highlighted, with 531 WTE having left YTD compared
to 529 WTE last year, but this year, 10% more was linked to retirements.

New IR35 regulations are coming into place on 6th April 2017 and there are
requirements applicable to all public sector employers, with additional rules
applied by NHSI in terms of setting out which jobs preclude Personal Services
Companies. This includes every job below band 6 and most doctors. Choices for
agency staff would be to either come onto the Trust Payroll, or go onto the payroll
of their agencies.

Also, if someone is employed substantively at another NHS organisation, they
can’t work through an agency as well.

The Trust has written to NHSI to get permission to continue using some Personal
Services Companies whilst it transitions, and the Trust is still awaiting a response.
The Trust uses Brooksons as a direct engagement system and they will be doing
agency bookings going forward, and Locum’s Nest is providing more bank shifts.

This will be discussed in more detail at the WOD next week.

The paper was noted by the Committee.

9. Identification of Financial Risks

9.1 Items for Risk Register

No new risks noted.

9.2 Key Points to take to Trust Board

The following points were to be taken to the Trust Board:

 Internal Challenge around the two year NSHI Control Target budget, and
the downside risks;

 The fact that the budget for year 2 (2018/19) is now £14.7m rather than
£14.0m because of the 2016/17 reduction in forecast;

 Despite the above points, the Committee is still recommending the Board
accepts the Control Target budget whilst acknowledging the challenge;
and.

 West Site Land Sale and Integrated Urgent Care Facility Draft SOC
Business Cases.

10. Items for Information or Approval

10.1 Schedule of Business

This paper was noted.



10.2 Tender Waivers>£50k

There were no single tender waivers over £50k in February 2017.

11. Any Other Business

No other business was raised.

12. Date and Time of Next Meeting

Thursday 20th April 2017 at 8.30am in Room 2, Chertsey House, St. Peter’s
Hospital.


