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TRUST BOARD MEETING – 10 April 2014  

 

 

Title of the Paper: 
 

Business Planning for 2014/15 Budget 

Agenda item: 178/16 

Author: Clare Stafford Acting Chief Financial Officer  
Paul Jenkins Director of Performance and Partnerships 

Trust Objective: Achieving continuous improvement in the quality of patient care 

that we provide and the delivery of service performance across all 

areas. 

Purpose 
To update the Committee as to progress with the Trust’s operational plan and highlight key risks 

for 2014/15. 

Previously Discussed And Date For Further Review (list relevant committees) 

Further review post 5th April to update the Committee as to monthly plans. 

Benefits To Patients And Patient Safety Implications 

Ensuring the Trust has an operating plan to deliver contracted activity in 2014/15  

Risk Implications for the Trust (including 
any clinical and financial consequences): 
 

Mitigating Actions (Controls): 
 

Capacity for additional activity to meet RTT. 

Financial risks associated with marginal rate 

for emergency activity and QIPP.   

 

Delivery of the FY15 Savings Programme 

 

Strong divisional plans 

Potentially partially mitigated by non recurrent 

transformation funds. Trust to maintain strong 

line in respect to cost reductions possible as 

QIPP initiatives are developed. 

Discussed as separate Committee agenda item 

and proposed standing agenda item.  

Links to Board Assurance Framework, CQC Outcomes, Statutory Requirements  

Legal Implications: (if applicable) 

Financial Implications:(if applicable) 

Communications Plan (if applicable) 
Ensure that all colleagues are aware of the current position 

Recommendations 
The Committee is asked to note the current position in respect to the Trust’s operational plan. 
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                 Agenda Item: 178/16 

 

Subject:  Business Planning 2014/15 Budget 

Committee:  Trust Board 

Date:   10 April 2014 

Presented by:   Clare Stafford, Acting Chief Finance Officer 

   Paul Jenkins, Director of Performance and Partnerships 

 

1. Purpose 

1.1 The purpose of this paper is to: 

• Summarise the current position of the Trust’s Operating Plan 2014/15 and 2015/16. 

• Report the basis of Commissioner contracts 

• Highlight key risks in respect to 2014/15 

• Summarise Trust Development Authority (TDA) feedback from the 5 March 2014 
plan submission. 

 

2. Current position of the Trust’s operating plan 

2.1 The two year operating plan (2014/15 and 2015/16) was submitted on 5 March in 
accordance with the TDA deadline. Final submission is due on 4 April 2014 and will set the 
monthly profiles for 2014/15 and respond to TDA feedback in respect to the March 
submission. 

 

2.2 Overall, the operating plan submission was deemed ‘good.’ Strong evidence of compliance 
against most of the checklists.  Confidence on delivery is supported by improvements to 
governance, referral to treatment times, and urgent care performance. 
 

2.3 However, the Trust is rated as ‘High Risk’ escalation level ‘4’ due to the planned deficit and 
current financial position as well as lack of an agreed healthcare system Quality, 
Improvement, Prevention and Productivity programme (QIPP). The worst risk rating is level 
‘5’ and this is where a Trust is placed on special measures.  

 

2.4 The TDA’s expectation is that 2-year operational plans will create headroom in 2014/15 for 
a stepped change in performance in 2015/16, and a clear emphasis on trusts and clinical 
commissioning groups in playing system leadership roles in response to an ageing 
population, increase in long-term conditions, managing public expectations and a 
challenging financial environment.  This work is at an early stage, therefore high level 
assumptions have been made in submitting 2015/16; for example; the Trust has capacity to 
meet the demographic change, is able to meet the 4.5% national efficiency expectation, 
achieves its 2014/15 plan and some progress is made in QIPP.  
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3. Commissioner contracts 2014/15 and associated risks 

3.1 Contract negotiations with our partner Herts Valleys Clinical Commissioning Group 
(HVCCG) for 2014/15 were concluded on 14 March with a signed standard contract. 
Contained within the contract are three clauses setting out the process for concluding final 
agreement.   
 

• Marginal emergency activity tariff baseline is subject to the outcome of formal 
review. The Trust expectation is that the baseline is reset at 2013/14 activity levels 
from those of 2008/09.  On this basis the Trust has included £10.4m of income in its 
plan; in comparison HVCCG has included £2.5m in the signed agreement.  The 

review will be completed by the end of Quarter 1. 
 

• QIPP plans reducing the Trust’s income by £8.8m to be completed by end of June.  
Should plans for alternative care pathways be developed reducing the Trust’s 
income by £8.8m the Trust is unlikely to be able to reduce costs accordingly. In the 
short term, saving only marginal costs. 

 

• Outside of the contract HVCCG has indicated the Trust may access transformation 
funds. Plans are to be complete by end of June and will bid for £7.5m, against 
Organisational Development, ICT and Workforce transformation.  These will 
mitigate some of the risk in the points above.  

 

The contract has also facilitated a cash advance of £5m in April to be repaid in August to 

support the Trust in managing its cash position while it seeks a permanent solution via the 

TDA. 

3.2 Other significant contracts have also been signed and are reflected in the Trust’s 

operational plan. 

3.3 Commissioning for Quality and Innovation (CQUIN) for non specialised activity is 2.5% of 

income, approximately £6m as follows: 

 

• National 0.5%:  
o Friends & Family 33.3%,  
o Dementia 33.3% 
o Safety Thermometer 33.3% 

 

• Local remaining 2%: 
o Estimated Date of Discharge 25% 
o Mortality 25% 
o Stroke 25% 
o Safer Staffing 25% 

 
CQUIN for specialise activity relates to approximately £340k and has similar requirements.   

 

4. Key Risks 
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4.1 The key contract risks are explained above: rebasing of marginal emergency activity tariff, 
reducing costs to match reduced activity from QIPP initiatives. Potentially partially offset by 
non recurrent transformation funds that may be available from HVCCG.  
 

4.2 Delivering the additional activity to meet referral to treatment (RTT) plan and achieving £2m 

contribution from this. (i.e. cost of delivery is budgeted at £2m less than the additional 

contract income.)  

4.3 Inability to deliver 4% £13.4m Cost Improvement Plan (CIP) of savings during 2014/15 on a 

recurrent basis.  

 
 
5. Summary of TDA Feedback on 5th March Submission 

 
5.1 This is included as Annex A. 
 

6. Conclusion 

6.1 The TDA has deemed the Trust’s operating plan as ‘good’ but with the Trust’s current 

financial position and planned deficit maintained the categorisation of the Trust at level ‘4’ 

high risk. 

6.2 The final submission on 4 April will not change materially from that made in March. It will 

provide final monthly profiles for 2014/15 and address TDA feedback on technical points.  

TDA concerns in respect to progress with the savings programme, QIPP and longer term 

sustainability will be responded to and actions formulated in the coming months; developed 

into an integrated plan by autumn following the major review of longer-term sustainability of 

the west Hertfordshire health economy. 

 

Clare Stafford, Chief Financial Officer 

Paul Jenkins, Director of Performance & Partnerships 
 

28 March 2014 
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Annex A     

Category TDA Feedback/Specifics/Actions to Address for Final Plan Submission 4t April  

Finance/Deficit 1. Require analysis of the drivers and root causes for the deficit position and a 

description of the major/main actions required to tackle it as a basis of a 

Trust’s recovery plan.   

Finance/Income and 

Costs 

2. Ensure realistic phasing of income and costs in the plan and alignment to 

expected profile, as no opportunity to update after 4 April submission. 

Finance/Capital and 

Cash 

3. Need Trust response narrative including identified risks. 

4. Include a more detailed cash flow forecast in 4 April submission. 

5. Reassess capital plan 14/15 to ensure all projects planned to be funded from 

PDC fit requirements for critical infrastructure developments.  

Finance/LTFM 6. TDA to carry out a ‘deep dive’ of financial plan to understand profile of 

income and costs going into 14/15 with comparison to 13/14, and the main 

assumptions and risks to delivery. 

7. An initial/draft/indication of LTFM wanted by TDA for June 14. Much of the 

triangulation of workforce planning, recovery/sustainability plans, and 

indicative FT application timescales will come from the LTFM. 

MRET baseline 8. Trust needs to formally request rebasing of activity to reflect baseline shift 

experienced since 2008/09 and notify Monitor as discussed at 25 Feb 

Challenge and Confirm.  

9. Develop a strong case for moving the threshold given assumptions in plan. 

Workforce 10. Rated red in the workforce and finance triangulation process.  This is due to 

pay efficiencies in 15/16 being 78% of total efficiencies (vs indicative value of 

75%) and the indicated WTE reduction does not suggest pay efficiencies are 

made in 2014/15 and 2015/16 based on average WTE cost. 

Activity  11. Ensure service developments/divestments are agreed/understood including 

financial impact in the next 2 years. 

Transformation Funds  12. Agree position on non recurrent funding 

CIP   13. TDA will review CIP schemes in detail.  

14.  Circa £3m of 14/15 CIP remains unidentified for 4% target of expenditure. 

15.   Need to work to designated timescales with recurrent savings delivered in M4 

and £10m delivered by the end of June. 

QIPP 16.  Need to demonstrate the impact of any QIPP schemes on the Trust’s plan in 4 

April submission. 

       17.  Need to establish a process with CCG to agree schemes in relation to 

              QIPP and actions to manage them. 

Cancer & RTT Pathways 18.  Description of the impact improvement work has had so far, as well as 

        how standards will be achieved/maintained into 2014/15. 

Leadership/Board 

Development 

       19.  Confirmation of Trust plans to support Board development to establish  

              greater stability.  

       20.  Board will need to undertake a BGAF and QGAF self assessment toward a 

               formal Board development programme. 

Compliance Checklists       21.  93/139 compliant; 67%.   

      22.  The vast majority of non compliant areas relate to finance and QIPP which 

were indicated and consistent with January submission and subsequent 

reports. 
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