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 The Monitor letter regarding a new cap on overall total
agency expenditure for 2016/17 which the Trust
challenged;

 a Board conversation is required around what the future
direction is in dealing with the issue of high levels of
patients and too few staff available to deliver the services
and the overall Trust workforce strategy;

 The change in the Trust’s year-end financial forecast which
will see the FSRR slip from a 3 to 2; and

 The recommendation to approve the Trust’s 2016/17
budget for submission to Monitor, recognising the ongoing
contractual discussions.
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TRUST BOARD
28th April 2016

FINANCIAL MANAGEMENT COMMITTEE MEETING
MINUTES OF 24TH MARCH 2016

PRESENT: Peter Taylor Non-Executive Director (Chair)
Simon Marshall Director of Finance and Information
Clive Goodwin Non-Executive Director
Bob Peet Chief Operating Officer

IN ATTENDANCE Aileen McLeish Chairman
Suzanne Rankin Chief Executive
Louise McKenzie Director of Workforce and OD
Paul Doyle Deputy Director of Finance

SECRETARY: Des Irving-Brown Assistant Director, Financial Management

APOLOGIES: Nadeem Aziz Non-Executive Director

Actions

1. Apologies for Absence

As above.

2. Minutes of the Meeting held on 18th February 2016

Minutes of the meeting held on the 18th February 2016 were agreed.

3. Matters Arising – Actions List

Item 1: The Director of Finance and Information provided an update on the
Endoscopy Business case, stating that external advisors are assessing the build
plans and numbers to ensure these are as robust as possible. The option of joint
working with RSCH has been explored and dismissed as they do not have the
surplus capacity to meet ASPH requirements, and therefore the internal plan will be
pursued. The final plan is expected at the end of May. Aileen McLeish asked for a
Non-Executive Director walk about to be arranged, so that they can understand the
scale of the plans, as this is a large investment (£2.2m in the Capital programme).

Item 4: The Chief Executive and Chief Operating Officer have been working on the
A&E performance improvements report since the last meeting, and a new paper 4.1
has been developed. Clive Goodwin explained that the expectation was that the
theory would be modelled, and then the actuals plugged in to see whether the theory
was being achieved. Peter Taylor suggested this should be treated as a project, and
removed from the Financial Management Committee actions, with project outcomes
returned to Financial Management Committee once it’s complete.

Item 5: The Director of Finance and Information stated that various groups were
looking at readmission rates, and it appeared that it was the effect of winter, and not
an overall cause for concern, therefore this action will be removed.

SM

BP/SR
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Item 7: The Director of Finance and Information stated that due to hospital pressures
and increased cancellations, the theatre utilisation metric looks good at the moment.
It was agreed that this metric would be included in the efficiency metrics for 2016/17.

It was noted that all action points were either not yet due or were to be discussed as
agenda items.

SM/DIB

4. Operational Performance Report

4.1 ASPH Monitor Performance

The Chief Operating Officer reported that the new report had been included in paper
4.1 and feedback would be expected from the Board next week.

In terms of the actions taken that underpin the tables in the paper, these are:

1) Establishing ambulatory care and medical assessment areas which are open
during normal working hours, but can be expanded, and GPs need to refer
directly in there, so the medical model needs to be worked on to achieve this
and make it more effective.

2) This includes improving the consistency of care across 5 and 7 days, and the
medical staffing is being reviewed to enhance support of Cherry Annexe,
which is a discharge area.

3) In terms of the A&E trajectory, these were agreed with the clinicians, and
whilst it’s stretching and challenging, it should be deliverable.

There is a lot riding on this in terms of the STF payments, and paper 4.1 has been
designed to monitor progress and indicate which elements are being hit within the
overall target. This will be taken to the Board next week. Clive Goodwin suggested
that this paper did not address the whole question that was posed, as it didn’t
connect the inputs in terms of investments/actions to outputs, so it is still not clear
whether the specific levers being pulled result in any change in performance, and if
not, why. It was agreed that a) this was a first draft of the paper which will go to
board, but it needs to be refined and b) this was no longer an action point for this
Committee.

4.2 Operational Performance Report

Paper 4.2 was discussed summarising that performance was challenging in
February, and continues to be challenging into March. A&E performance in January
was the worst nationally since 2004, with ASPH in the middle of the pack in terms of
these reported numbers. Norovirus had a significant impact causing bed closures,
and this, coupled with increased patient numbers resulted in additional escalation
areas being opened. This had had impact on bed occupancy.

This paper was noted.

5. Workforce Report

The Director of Workforce and OD presented the Workforce Report to the
Committee, stating that the manual running of rosters due to a Health Roster outage
had resulted in a less detailed report.

In terms of agency, it’s been a difficult couple of months in February and March due
to additional escalation and hospital pressures. This means the projected Monitor
trajectories have not been met. Whilst usage has gone up, some success has been
achieved in securing the capped rates with some agencies.
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The Workforce team is now attempting to roll out the nursing safer staffing
processes to medical staff - this is being done by specialty and is a labour intensive
process which will take some time to embed.

In terms of recruitment, the forecast at the start of the year was to recruit 250 nurses,
which was increased to 300 to include allowance for leavers. A total of 240 offers
have been made, but some of these were internal movements, and the real level of
new starters was 190, which leaves a gap, with several vacancies still across all
nursing. Some success has been achieved in specialist areas like ITU (rebranding
has encouraged recruitment) and A&E. The areas that aren’t improving are in the
medical wards, which is the driver for a lot of agency expenditure.

The Director of Finance and Information asked whether it was possible to ever catch
up, given supply is limited nationally. This was discussed, and it was agreed that this
issue should be included as a strategic gap.

Monitor has now provided a £10.4m overall cap for 2016/17 agency spend (against a
forecast 2015/16 forecast spend of £15.5m), which does not allow/require continued
decreasing trajectories or target specific staff groups. It is a fixed overall cap which
has to be achieved to secure the £8.4m STF funding. It had not been made clear
previously that there would be a fixed £ agency target in the metrics to achieve the
cap. The Committee agreed that the Trust would have to push back on this target, as
it is unrealistic, and there is no clarity around how the target was arrived at.

Different workforce solutions are being explored with KSS, however, this has not
provided any opportunities as yet, as KSS is not willing consider the future view, and
wider provider pressure is required to change this. A wider workforce strategy is to
be developed by the Workforce & OD Committee

The above requires a Board conversation around what the future direction is in
dealing with the issue of high levels of patients and too few staff available to deliver
the services. The sustainability issue remains, and the merger was supposed to
address this, but now other solutions will need to be considered, with wider
discussions across Surrey Heartlands and right sizing the various organisations.

This paper was noted.

LM/SM

6. Finances as at 29th February 2016

6.1 Operational Effectiveness/Efficiency Metrics

The paper was noted by the Committee.

6.2 Contracting Review

This was discussed in point 7 below.

The paper was noted by the Committee.

6.3 Finance Report

The Director of Finance and Information stated that the key issue at the moment is
pay spend, and if current trends are maintained into next year, then the plan delivery
will be compromised.

The level of activity is driving some of this, but income is capped out to the end of
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the year, and this is putting pressure on the year end figure. It is clearly indicating
that the £10.4m agency target can’t be met, as the current issues are not going to
disappear by next month and the activity levels can’t be sustained at this cost base.
The FSRR rating of 3 will be lost this quarter, which will be flagged to Monitor when
the month 11 return is submitted.

The paper was noted.

7. Business Planning 2016/17 – Revenue and Capital

The Director of Finance and Information stated that he will take the report as read,
and provided updates on a few aspects.

In terms of the income contracting position, extensive discussions have been held
with NWS CCG; we have put an offer to them of £180.5m, with £5m of QIPP. In
terms of affordability, NWS CCG has allocated £170m to our contract, and in
addition they have two additional pots of money being their 1% contingency and
winter funding reserves, which would bring the contract up to a maximum £176m.
Their figure includes £10m of QIPP’s which are largely undefined as yet. The gap
will be bigger if NSH England (NHSE) does not allow the CCG to allocate their 1%
contingency to the contract.

The Chief Executive explained the STP process, and that, as part of this, the Trust is
looking at forming an integrated QIPP plan (the Deputy Chief Executive is spending
2 days a week now working on this), to ensure that a joined up approach is
achieved. A letter has gone to Monitor to explain the ASPH position, and that we
don’t want to be in arbitration, but that there are gaps.

In terms of other commissioners, there are smaller gaps, but these will need to be
addressed. No QIPP schemes have been received from other commissioners.
NHSE are proposing to change the drugs and devices payment mechanism which
would leave the Trust at risk for £1m a month in cash flow terms. Therefore the form
of the contract is not acceptable, and will be challenged. One of the issues around
NHSE is about paying properly for NICU, by adjusting the local pricing, which is a
major stumbling block.

Therefore, there is currently a high level of contracting risk on the income side,
mainly with NWS CCG and NHSE. Given the risk, Peter Taylor asked what the
chance is that the Trust will have a £7.5m to £9m issue in the budget for next year.
The Director of Finance and Information stated that this is unchartered territory, and
that he will hopefully have a better answer for the Board next week.

Clive Goodwin asked what the plan is to limit income to come within the targets. The
Chief Executive explained that this is what the QIPP programme was intended to do,
and the issue is that the Trust has accepted £4.7m and the CCG wants £10m from
us, as they can’t see where else in the system they can address their gap due to
block contracts.

In terms of costs, the CIP programme is £10.4m vs the NHS efficiency requirement
of 2% (£5m), which means we have to deliver double the NHS requirement in order
to achieve the budget we have put forward. Within this there is agency premium
release (which takes the agency down to £13.5m compared to the £10.4m target
advised by Monitor). The rest of CIP programme is around pay/non pay reductions,
but also includes revenue generation CIPs which the Trust is trying to mitigate.

A discussion ensued around the £12.9m control total and underlying budget, and the
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mechanisms that were required to achieve this, and the implications of not hitting the
targets. The issue is around achieving this without financially compromising the
CCG. This needs to be taken to the Board.

The risks were then highlighted in terms of technical issues around the assumptions
and risks in agency/staffing assumptions.

In terms of technical issues, Monitor advised in its economic assumptions to provide
1.75% for pension rule NI changes, where the Trust’s is expected to be around
1.9%. Also the pay circular was issued last week, and whilst Monitor advised to
provide 0.55% for grade drift, the pay circular advised that everyone is entitled to
receive increments, unlike last year, which would be closer to 1%. These two
elements could leave up to a £1m gap once costed, which might impact on the
contingency reserve. This also does not provide cover for the impact of the Junior
Doctor new contract, the cost of which is not clear.

There are also risks around activity levels, and anything that impacts the STF
qualification criteria, which comprises of several items.

The paper was noted.

8. Identification of Financial Risks

8.1 Items for Risk Register

None noted.

8.2 Key Points to take to Trust Board

The key points for the Board:

1) discussion around what the future direction is in dealing with the issue of a
high level of patients and too few staff available to deliver the services – a
wider sustainability strategy is required;

2) the £12.3m post-impairment interim budget, the £10.4m CIP requirement and
the risks involved in delivering this (including the improvement trajectories
expected); and

3) the impact of month 11 financial performance, and the reduced forecast,
which achieves a Monitor FSRR of 2 and the implications of this into next
year.

Actions for Workforce and Organisational Development Committee:

1) sustainability, deliverable and realistic workforce strategy around addressing
demand issues.

9. Items for Information or Approval

9.1 Schedule of Business

No change – paper was noted.

9.2 Business Case Approvals

There were no business cases approved by TEC during February. The paper was
noted.
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9.3 Tender Waivers>£50k

There were no tender waivers in February. The paper was noted by the Committee.

9.4 Monitor FT Sector Report on Quarter 3

This paper was noted by the Committee.

10. Any Other Business

None Noted.

11. Date and Time of Next Meeting

Thursday 21st April 2016 at 8.30am in Room 2, Chertsey House, St. Peter’s Hospital


