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TITLE Minutes of the Finance Committee meetings held on 21st

November 2012 and 19th December 2012

EXECUTIVE
SUMMARY

The minutes of the Finance Committee meetings held on 21st

November 2012 and 19th December 2012 are attached for noting.
The key points are: -

 Finance Report to 30th November 2012 – the Committee
reviewed the month 8 financial position and the forecast
outturn for the year;

 Agency Analysis – reviewed a report on medical agency
expenditure and requested an action plan to address this
area;

 CMOAR – received an update on the progress of this
workstream;

 Charitable Funds – received an update on the charity’s
investment portfolio; and

 Charitable Funds – reviewed proposed Terms of Reference
for a new Charity Committee.

BOARD ASSURANCE
(Risk) /
IMPLICATIONS

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

STAKEHOLDER /
PATIENT IMPACT
AND VIEWS

None obtained.

EQUALITY AND
DIVERSITY ISSUES

None that we are aware of.

LEGAL ISSUES None that we are aware of.

The Trust Board is
asked to:

Receive the minutes of the Finance Committee meetings held on
21st November 2012 and 19th December 2012.

Submitted by:
Paul Doyle, Deputy Finance Director on behalf of Jim Gollan, Non-
Executive Director and Committee Chair.

Date: 23rd January 2013

Decision: To Receive
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TRUST BOARD
Date: 31st January 2013

Minutes of the Finance Committee meeting held on 21st November 2012

PRESENT: Mr. Jim Gollan Non-Executive Director (Chair)
Mr. Peter Taylor Non-Executive Director
Mr. Clive Goodwin Non-Executive Director
Mr. Andrew Liles Chief Executive
Ms. Valerie Bartlett Deputy Chief Executive
Mr. Simon Marshall Director of Finance and Information
Mr. Paul Doyle Deputy Director of Finance

IN ATTENDENCE Ms. Miriam Bateson Head of Financial Services
Mr. Stephen Hepworth Associate Director, Business Development (item 5)

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

APOLOGIES: None

Actions
1. Introductions and Apologies

There were no apologies. It was noted that the meeting constituted a
quorum.

2. Minutes of the Meeting held on 17th October 2012

The minutes of the meeting held on 17th October 2012 were agreed.

3. Matters Arising

All action points were either completed, not yet due or on the agenda.

4. Finance Report

4.1 Finance Report

The Director of Finance and Information provided the headline financial
results for October, and Jim Gollan referred to the single largest risk
which was not getting paid for over-performance.

The Director of Finance and Information stated that it was expected that
October and November would be good profit months. The surplus for
October, whilst strong, was lower than expected, which makes it tighter
to achieve the end of year target. Three categories were discussed:

1) Income: the non-elective threshold continues to add pressure as
more emergency work flows through, as it has associated costs
which aren't always covered by the marginal tariff. Therefore the
operational pressures are starting to reflect through the monthly
results.
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2) Pay: in line with budget, but temporary staffing up 12% year on
year, which is expensive.

Peter Taylor asked why agency was up on last year. The Director of
Finance and Information responded that there had been a shift from
bank to agency as recruitment became more difficult. There were lags
on recruitment time. Also, staff are being attracted to London hospitals
as the pay is better and the relative proximity makes commuting easy. A
high dropout level of newly recruited nurses was also cited as a factor,
as well as general retention issues. The Deputy Chief Executive stated
that it was for these reasons that the Workforce Committee sub-group
was required as a matter of urgency. This would be an enabler to
addressing these issues. Jim Gollan suggested that this point should be
to taken to the November Board meeting.

Clive Goodwin asked whether the three fundamental challenges could
be identified. The Director of Finance and Information listed the
following: (i) A&E and the emergency pathway (including workforce
issues such as middle grades, recruitment, and also increased demand)
(ii) employment of staff in unsociable hours and paying premium rates
and (iii) basic housekeeping decisions (e.g. use of agency vs. bank in
nursing)

The Deputy Chief Executive stated that the Trust had made some
progress with recruiting consultants in A&E, but still had a way to go on
other staff groups in the same department. Also, the future strategy
needed to be agreed for robust plans to be developed, as other DGH's
are assuming demand will continue to increase and are growing the size
of their A&E departments, whilst we are assuming that reducing demand
will be sustainable.

Peter Taylor suggested that there have been initiatives in the past to
manage demand, which have been unsuccessful, and questioned what
changes would be made to ensure the success of new schemes. The
Director of Finance and Information stated that the Trust needs to
support PCT/CCGs in reducing demand, so needs to keep trying to
innovate suitable alternative responses to demand.

3) Non-pay: the underlying trends are not improving, which raises
questions around the effectiveness of procurement. Recruitment
of a new Head into Procurement is currently underway.

Jim Gollan suggested a deeper dive into procurement and non-pay in
the December Finance Committee and the workforce issues should be
taken to new Workforce Committee unless it doesn't get set up in time.
The Committee agreed to this.

4.2 Operational Efficiency Indicators

The Director of Finance and Information introduced the paper, referring
first to the heat map on the second appendix, and suggested that these
CHKS indicators were accurate in drawing out where issues are, and
that this data is being used in business planning.

The first appendix, the data page, is still being developed, but it is being
used internally to correlate where there are hotspots and to measure

JG
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trends.

Clive Goodwin asked whether an informal meeting could take place,
around how measures interact with each other. The Director of Finance
and Information agreed, but suggested that, because there is a need to
bottom out targets and monitor trends, which won’t be completed before
the end of January this meeting would need to be scheduled for
February.

SM

5. Business Cases

There was a general discussion on business cases before the three
specific business cases were discussed.

The Director of Finance and Information stated that the Trust being stuck
in an annual planning cycle, and therefore only dealing with immediate
issues, with no medium to long term planning. There was a need to
ensure that cases fit into the strategic plan and were priorities, hence a
fundamental change to a longer planning cycle was required.

This was especially true for capital (e.g. in terms of backlog maintenance
and rolling replacement schemes.), as once the basics are allowed for,
there isn’t much left for service development or long term estates
strategy, so the Trust really needs to plan well ahead to ensure
unnecessary short term solutions aren’t required to cover gaps as they
arise.

Different categories of requirement were identified as (i) meeting
minimum standards (e.g. JAG accreditation and the admissions lounge),
(ii) strategic or growth cases and (iii) normal business continuity (e.g.
MES). The Trust needs to set out criteria for writing cases better to
ensure business cases address the purpose, and to enable prioritisation.

The Associate Director, Business Development mentioned that timing
always seemed to be last minute and urgent, and therefore the scrutiny
of cases prior to approval was less than adequate.

Clive Goodwin suggested that a summary case be presented to the
Board or Finance Committee as appropriate, once the detail had been
through the internal approval process to that point. There was so much
information in the cases, which is required internally, but for
Board/Finance Committee purposes the following should be
summarised: (i) should it be done? yes/no, (ii) what will it cost? (iii) has it
been though the correct process? and (iv) when will it need to be done?
This level of summary should be provided to the Board for approval on
two sides of paper.

The Chief Executive stated that the Strategic Committee was working up
a clearer picture of what the medium and long term clinical strategy will
be. This will help underpin business cases.

Clive Goodwin suggested the use of the 3 hotspots mentioned earlier
(4.1) to better inform the prioritisation of projects

5.1 Endoscopy JAG Accreditation

The Deputy Chief Executive introduced the paper, providing a
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background on capacity issues, as well as the primary focus and gaps
required to be addressed to achieve JAG accreditation.

The Director of Finance and Information referred to the financial profile in
the Business Case. The Divisional team had been asked to review the
cost profile, as all pay currently starts in year one but activity only covers
this pay spend in year 3. This will be addressed during business
planning.

Clive Goodwin suggested that the “do nothing case” should have been
brought out to the business case, as doing nothing has tariff and
commissioning implications which has wider implications such as losing
the service altogether, which aren't brought out in business case.

The Business Case was approved by the Committee.

5.2 Admissions Lounge

This Business Case was primarily about quality and improving patient
experience, especially regarding privacy and dignity, and it would also
free up space to increase the size of vascular ward.

Jim Gollan asked whether there needs to be a clearer process on
queuing up the quality related cases and prioritising.

The Director of Finance and Information mentioned that there were
logistical issues around physical space which needed to be resolved, as
the A&E case builds into same space and there are also proposals to
build a CT scanner into that area as well. So, whilst it was right in
principle to go ahead, the estates question needs to be resolved in the
next week before proceeding.

It was agreed that the Committee would recommend for the Board to
approve this level of spend on a new admissions lounge and leave
Executive Directors to resolve estates issue.

5.3 Managed Equipment Service

Approval in principle was being sought for a way of financing a long term
replacement of imaging equipment.

The Director of Finance and Information explained the strategic context
as an urgent need to replace expensive and aging imaging equipment. A
“Managed Equipment Service” (MES) is a way of leasing equipment and
protecting cash, as payments can be structured to suit requirements.
MES also offers a better quality service in supporting equipment. It was
more difficult to quantify the benefits from these e.g. not cancelling
patients, minimising down time, etc. VAT is the primary benefit, but there
is a risk that vat law could change, however, other benefits on quality
etc. were also expected.

The Director of Finance and Information stated that the Trust will need to
be clear on how the costs (there will be new costs as existing kit is fully
depreciated) will be mitigated, and this will be drawn out throughout the
business planning process.

The Board will have continued sight of this, and the contract will be
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brought to the Board for overview before signing. There is an overall on-
going question around maintaining flexibility and minimising costs (what
is MES delivering for the Trust that it couldn't do itself?), and the Board
will need to be satisfied on this point on a regular basis.

The Committee supported the proposal.

6. Balance Sheet Management

Jim Gollan stated that this was a useful paper for external users, but
doesn't explain how the balance sheet is actually managed, so questions
should focus on what had been presented in the paper.

A question around the long term loan was raised – this is due to be paid
off in March 2013. Every year the cash forecast starts with planning to
pay £2.5m cash on the loan out of the annual surplus.. The Director of
Finance and Information suggested the Trust has done well to settle it,
as many Trusts haven't done so.

A question was raised about whether there was more to be had from
inventories. The Director of Finance and Information responded that
inventory levels are too high, and the Trust will look at dropping these
where possible. Finally, a better understanding of the values of
consignment stock and the real costs to the Trust needs to be
developed.

The Director of Finance and Information stated that there were concerns
around high levels of old equipment and the cost pressures that will be
coming in when replacement happens. There were also concerns
around lack of maintenance for existing aging equipment. Therefore the
three year plan is imperative to be really clear how this will addressed.
The full programme of replacement won't be completed in year one and
plans will include more active management of working capital.

7. Reference Costs

This report was noted. Jim Golan summarised the report by stating that
the metrics were going in right direction, although the Trust was not at
the top in Surrey.

8. Identification of Financial Risks

8.1 Review of Finance Risks on Corporate Risk Register

The Non-Executive Directors queried what the expectation was for the
Committee regarding this item. The Chief Executive responded that the
Finance Committee, as a sub-Committee of the Board has a terms of
reference obligation to support the risk register.

Jim Gollan stated that the Board needed to decide the ranking of risks in
terms of serious clinical target being missed vs. financial targets being
missed. Could some clinical risks be measured in harder currency, such
as financial impact? Quality issues should carry more weight than
financial risks.

The Chief Executive asked whether the loss of income is still an issue.
The Director of Finance and Information responded that the current
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comments weren't written sharply enough to express the actual risk.

Clive Goodwin asked whether any quality risks are being created due to
funding restrictions. The Deputy Chief Executive stated that if there was,
it would be flagged to the Board immediately. The current risks are more
around the larger strategic issues such as the size of the business and
how this is addressed.

Jim Gollan asked whether this should this come back in future, and if so,
should it be discussed in a different way? The Director of Finance and
Information suggested the paper reflected the historic view, and that a
more updated version be brought to the next meeting, ensuring the key
finance risks are picked up.

8.2 Items for the Risk Register

Jim Gollan suggested that the risks that should be flagged on the
register are (i) management of agency staff (and the related financial
impact), (ii) management of balance sheet (and any related exposure)
and (iii) delivering the profit target.

Fraud should be covered by Audit Committee.

8.3 Key Points to take to Trust Board

 Establishing a Workforce Committee as a matter of urgency given
current vacancy levels, temporary staff usage and speed of
recruitment; and.

 The Committee’s comments regarding business cases
(recommend admissions lounge be approved, Managed Equipment
Service to be put forward in January).

SM

9. Items for Information

9.1 Schedule of Business

Noted.

9.2 Business Cases Approved by TEC

The business cases approved by TEC in October 2012 were noted.

9.3 Tender Waivers >£50k

There were no such tender waivers in October 2012.

9.4 Working Capital Facility Update

The Committee approved extending the current facility for one year, as
per the agreement, subject to discussions with the bank.

10. Any Other Business

There has been a challenge on the tender for transcription services, so
the tender process has been restarted to avoid litigation. There will be a
delay on this project, and the Director of Finance and Information will
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bring back a paper to the Committee to explain the issues. SM

11. Date and Time of Next Meeting

Wednesday 19th December 2012 at 8.30a.m. in Room 2, Chertsey
House, St. Peter’s Hospital



Paper 6.3

TRUST BOARD
Date: 31st January 2013

Minutes of the Finance Committee meeting held on 19th December 2012

PRESENT: Mr. Jim Gollan Non-Executive Director (Chair)
Mr. Peter Taylor Non-Executive Director
Mr. Clive Goodwin Non-Executive Director
Ms. Valerie Bartlett Deputy Chief Executive
Mr. Simon Marshall Director of Finance and Information
Ms. Suzanne Rankin Chief Nurse
Mr. Paul Doyle Deputy Director of Finance

IN ATTENDENCE Ms. Colleen Sherlock Head of Workforce Planning & Intelligence
Mr Wayne Hawkes Barclays Wealth (item 11 only)

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

APOLOGIES: Mr. Andrew Liles Chief Executive

Actions
1. Introductions and Apologies

The apologies were as noted above. It was noted that the meeting
constituted a quorum.

2. Minutes of the Meeting held on 21st November 2012

The minutes of the meeting held on 21st November 2012 were agreed.

3. Matters Arising

3.1 Action point 2 – Workforce Board Sub-Committee

The Workforce Sub-Committee schedule of business and terms of
reference have now been signed off by the Trust Board. The last
meeting of the current group will be held in January 2013, with the new
group convening from February 2013.

3.2 Action point 5 – Updated risk register

The Director of Finance and Information apologised for not presenting a
paper, as the data was still being collated. Therefore the paper will be
brought back in January 2013 and will include a lower level of detail than
previously seen.

All other action points were either completed, not yet due or agenda
items.

4. Finance Report
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4.1 Finance Report

The Director of Finance and Information introduced the report. The
headline messages were 1) Income and activity came in above expected
levels 2) Increased costs were incurred due to resources invested to
strengthen the emergency pathway. All other trends were in line with
prior months. Most of the over-performance is in emergency work, at
marginal tariffs.

Capital spend is still slow, and consideration is being giving to bringing
forward some of next year’s equipment spend (c£0.5m), where
efficiencies can be had from doing so. The programme for 2013/14 is
currently being pulled together with a view to having it in place for March
2013, with focus being given to rolling replacement schemes which have
not previously been captured in the programme.

The cash balance variance is made up of £5m below plan mainly due to
over-performance, offset by the slippage in capital programme, resulting
in a £3.6m gap. Clive Goodwin asked when the PCT was due to pay the
over-performance. The Deputy Director of Finance confirmed that it was
expected that months one and two would be settled imminently. The
Director of Finance and Information stated that there have been some
delays with agreeing balances and data challenges, and that some
discussions will continue to March and it is expected that the majority of
the remaining money will be settled in March.

CQUIN income was discussed and in particular why the Trust was
missing the targets. Peter Taylor asked whether this was due to genuine
quality issues, or because there are so many constraints that it’s not
possible to achieve – therefore, is it a mechanism to not pay or can the
Board take action to achieve the targets next year.

The Director of Finance and Information explained that if focus is aimed
correctly, and appropriate actions taken, then the income should be
delivered, but some actions have not been delivered in this year.
Looking forward, the Trust knows it must negotiate and prepare better to
ensure delivery. The current report that the Strategic Delivery Board
receives will be circulated after the meeting and can be discussed in
more detail next month if required.

It was noted that the key item on the sensitivity paper is the interaction
between readmission penalties and the non-elective threshold cap.

4.2 Agency Analysis

Jim Gollan summarised by stating that two thirds of the agency spend is
in medical agency, in particular the emergency pathway, and hence this
is where the focus should lie. The Deputy Chief Executive mentioned
that there was a nationally recognised problem in hiring middle grades in
emergency departments; therefore there was an on-going focus on
increasing A&E consultants (the Trust has already gone from 3 to 6 and
will go to 8 in the new year). Jim Gollan asked whether resistance by
Consultants to 24/7 working is causing agency spend to continue. The
Deputy Chief Executive responded that proper 24/7 working will help
improve the situation.

Jim Gollan asked whether there is a friction between corporate controls

SM
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and divisional requirements. The Head of Workforce Planning and
Intelligence responded that it was not so much a friction, as a lack of
proper communication.

Clive Goodwin asked what the definition was for when agency staff could
be used. The Head of Workforce Planning and Intelligence responded
that if there is an absence that can't be filled internally, then the manager
would go to the bank, and then to agency. However, controls were not
tight enough to reduce usage. The Deputy Chief Executive mentioned
that having two systems for booking temporary staff was not helping to
control this. Also, there was a strategic issue about junior doctors in
training, and that issues arise when the Deanery fill rate is below
expectations. The Director of Finance and Information stated that
significant workforce redesign is required to reduce reliance on agency.

Peter Taylor stated that he could see three potential issues:

1) workforce profile;
2) SLA agreements with agencies; and
3) internal controls.

The Deputy Chief Executive suggested that the scale of the problem
warrants a formal plan with PMO support. The Director of Finance and
Information will bring a written plan to reduce agency spend to the
Committee, and will confirm when this will be completed.

4.3 Non-pay Expenditure

The Committee reviewed the paper on non-pay expenditure. Drugs were
a large part of the variance, and also of the income over performance,
and the year on year increase wasn't in the budget planning. Essentially,
most of the other over spend is linked to activity.

It was requested that a detailed break out of volume variance vs price
variance could be presented in future. The Director of Finance and
Information suggested that it could be done using Qlikview and this will
be taken up with the SLR team to get it into the work flow. The date of
outputs will be advised to the Committee next month.

SM

DIB

5. Service Line Reporting Quarter 2

The Trust is now setting targets for the service lines, and will be sharing
this with them from January 2013 when formal monthly service line
review meetings commence.

Engagement in the work is improving, and is expected to increase with
the new style meetings in January. There were several discussions on
how the data would be used to improve performance, especially in
reducing cost and standardising practice, and this will be monitored on a
regular basis.

6. Business Planning Process

The Director of Finance and Information mentioned that there was a lot
of work to do on the finance and workforce aspects to get to the level of
detail to reach a budget settlement. Early February is the target date to
assess the financial envelope.



Paper 6.3

It was noted that the quality of business plans had improved this year,
due to more confidence and engagement from Divisions and more
information made available to them upfront.

A brief outline of the operating framework indicated that inflation was
higher than expected, savings targets would be around 4%, and that
CQUINS would be managed locally which will make achieving them
tougher.

Clive Goodwin questioned how innovative and ambitious ideas to move
the Trust forward would be overlaid into the budget. This needs to be
considered in overall planning and would be discussed at the Strategy
Committee meeting the following day.

7. Growing Elective Activity

This report represented snippets of ideas the Executives are thinking of
doing, and not an indication of progress. This discussion was deferred to
the Strategy Committee meeting to be held the following day.

8. Corporate, Middle Office and Administrative Review

The Deputy Chief Executive explained that the purpose of the project
was to eliminate individual working practice across medical secretaries
and similar clinical office functions and standardise job descriptions,
ways of working, centralising processes and team working. It would not
necessarily generate a big cash saving but sets a basis to work from.
The next step is technology changes which will deliver further financial
savings.

This project will be rebadged to move it forward. An updated paper will
be brought to the February meeting and this will set out how this project
will be taken forward in 2013/14.

VB

9. Identification of Financial Risks

9.1 Review of Finance Risks on Corporate Risk Register

Discussed in agenda item 3.2 above; a revised document will be brought
to the January meeting.

9.2 Items for the Risk Register

As above.

9.3 Key Points to take to Trust Board

There was no Board meeting in December.

10. Items for Information

10.1 Schedule of Business

Noted.

Peter Taylor asked about a regular update on marketing effectiveness
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(what the marketing spend is, and is it being spent effectively). The
Director of Finance and Information stated that this is reported to the
Board. Jim Gollan agreed that this belongs to Board and should
therefore be taken directly there. The Director of Finance and
Information said that he would will relook at the report and ensure it
picked up any missing points.

10.2 Business Cases Approved by TEC

The Business Cases approved by TEC in November 2012 were noted.

Clive Goodwin commented that a definitive decision never seems to be
reached in a lot of these cases and that there's always more to do. In
terms of messaging back to the organisation, this was not helpful. Also,
letting cases through when they had not addressed seven day working is
the wrong message. The Chief Nurse suggested that a new template
was required for job planning. It is expected that seven day working, if
raised, would be addressed before recruitment commenced.

10.3 Tender Waivers >£50k

There were no such tender waivers in November 2012.

SM

11. Charitable Funds

11.1 Barclays Wealth Update

Wayne Hawkes gave an update on the Barclays team that looks after
the fund.

Long term investment performance over 5 years was in line with
benchmarks. The ARC benchmark will become the industry standard, as
it splits out performance by risk strategy. Yield on the fund is low
compared to other charities, probably due to high overseas content with
a low proportion of income. Performance in the last 6 months has been
ahead of the market.

Jim Gollan stated that the charity sector had not had returns in line with
inflation and was therefore losing capital. Should the Trust be setting
Barclays an inflation target? Wayne Hawkes stated that an “inflation +”
benchmark could be set, but the Trust should keep an eye on peers by
using the WM or ARC benchmarks. Wayne Hawkes recommends CPI
be used as the base for inflation, as this is the industry
understood/recognised measure. The Trust will set the target and then
Barclays will recommend a risk profile that will achieve it.

Wayne Hawkes responded that a charity naturally has a longer term time
horizon. If the Trust is not going to be a long term investor, then the
portfolio should change. The Trust needs to revisit what its intentions are
in respect of using charitable funds, to ensure the risk and return are
managed appropriately. In summary, the Trust needs to state:

1) Investment target
2) Risk appetite
3) Time horizons

It was agreed that the Trust would consider this and feed back to SM



Paper 6.3

Barclays Wealth.

11.2 Quarter 2 Accounts

Jim Gollan stated that the accounts show the fund holders are spending
less than they are receiving, but otherwise nothing out of the ordinary
from previous reports was reported.

11.3 Regulation and Governance of NHS Charities

This report centred on a consultation process whereby the Charity
Commission will run the regime, and NHS charities will be more
independent. The Secretary of State no longer signs off changes to NHS
charities, as the Charity Commission will govern this. Jim Gollan
suggested that the Trust not participate in consultation, as it needs to get
its own affairs in order as a priority.

11.4 Creation of Charitable Funds Committee

It was suggested that a different membership was required to be on this
proposed Committee. There is a lack of representation from clinicians,
which needs to be changed on the draft Terms of Reference and the
Director of Finance and Information suggested that Divisional Directors
should be included. The Committee also needs to act as a panel, to
make decisions, and to align spend and fund raising with strategic
priorities, and also to assess initiatives which don’t raise the expected
amounts.

Jim Gollan’s comments on the proposed Terms of Reference were
passed to the Deputy Director of Finance to incorporate. The Medical
Director and Director of Finance and Information should present the
Terms of Reference to the Trust Board for approval. The date to bring
this to the Board would be advised once the Director of Finance and
Information has discussed this with the Chairman and Chief Executive.

SM

12. Any Other Business

None.

13. Date and Time of Next Meeting

Wednesday 23rd January 2013 at 8.30 in Room 2, Chertsey House, St.
Peter's Hospital


