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Executive summary of key issues
The Trust submitted its 2 year plan on the 23 December 2016. This included a workforce
plan, a financial plan and a written annual operating plan. As a mental health trust an
activity plan was not required.
The financial plan was supported by detailed bottom budget working papers for all cost
centres, managed by the finance accountants working with managers and directors to
agree the overall financial envelope for the Trust.
As was previously reported to February Finance & Planning Committee, through the
budget setting process a financial gap of £18.1m was identified against achievement of a
£1.4m surplus before application of the S&T fund of £1.2m.
Individual budget setting meetings were held during March with all LDU and corporate
leads in order to agree starting baselines, test current assumptions around savings /
delivery confidence levels and to ensure savings are embedded in budgets from April 17.
As a result of these meetings, further budget refinement was undertaken before
finalisation – as part of this review the financial gap has shifted by a further £2.4m from
£18.1m to £20.5m against the existing £1.4m surplus assumption.
Detail on the budget setting process and the final 17/18 Budget was presented to F&P on
the 24th March seeking the committee to recommend sign off from the Board.
Following budget finalisation, budget statements will be issued to managers during the
week commencing 20th March 17 with the intention to achieve final sign off before the
Board Meeting.
This report addresses these strategic priorities:
We will deliver the best care
We will support and develop our staff
We will continually improve what we do
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We will use our resources wisely
We will be future focussed

Background
Previously, budget setting was very much driven centrally, with little involvement of the
Local Delivery Units and managers in working with finance to agree a robust plan. As a
result the current budget for 2016/17 did not reflect accurately the annual operating plan
of AWP.
Key to the process adopted to deliver the 17/18 budget was:







Clear financial management policy adapted across the organisation
Detailed working papers by account code
Reconciliation to 2016/17 run rate and forecast out-turn at month 6, but updated to
reflect current forecasted position at both M10 and M11.
Audit trail from current budgets to opening budgets for 2017/18
Early discussions with budget managers and others in ensuring budget changes
were understood with further review and challenge as required
High level oversight by the senior finance team

Adhering to this process meant that we were able to submit our annual operating
financial plans on time, and continue to refine and understand the financial gap in
2017/18. Following the principles of this approach supported the identification of the
further movement in financial gap for 17/18.

Financial Assumptions
The core financial assumptions underpinning the plans for 2017/18 remain unchanged
from the update paper in February, namely:








Cost inflation of £4.1m
A £1m Board contingency
Changes to CQUIN targets resulting in a risk reserve of £0.8m + contingency
against cost of delivery/non delivery of £0.4m
Assumed delivery of control total of £1.4m (before application of S&T funding of
£1.2m)
Tariff inflation on income from commissioners of £0.16m (0.1%)
Growth of 1.9% from the majority of commissioners totalling £1.6m
Removal of non-recurrent cost pressures identified in 2016/17 relating to 2015/16
of £4.7m
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Overall I&E Position
The opening 2017/18 budget position is outlined below in table 1 as compared to the
M11 FOT position.
Table 1: Summary Income and Expenditure Budget for 2017/18 compared to the
Forecast
Outturn for 2016/17
£m
Income from Patient Activities

2016/17
FOT @
M11

2017/18
Opening
Budgets

202.6

202.5

S&T Funding

0.3

1.2

Other Income

10.1

8.0

Total Income

213.0

211.7

Permanent Staff

-141.5

-155.8

Temporary Staff

-20.3

-0.8

Non Pay

-46.8

-36.0

Board Contingency
Operating Costs

-1.0
-208.6

-193.6

4.4

18.0

Financing Costs

-21.4

-17.6

Retained Surplus/Deficit

-17.0

0.4

Impairments and IFRIC 12

7.2

2.2

Monitored Surplus/Deficit

-9.8

2.6

EBITDA

To deliver the £2.6m surplus the Trust will need to deliver a £20.5m cost improvement
programme (CIP) which represents a reduction of 9.6% of turnover. This is a further
deterioration in the overall financial position from the original financial plan submitted in
December 2016 of £18.1m which is explained in more detail later in the report.
The original financial gap of £18.1m had been allocated across a number of schemes
based on the work identified in the financial recovery plan and potential new schemes
identified with a longer lead time. The further challenge of the additional £2.4m gap adds
to the current level of unidentified savings as outlined in the below table 2:
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Table 2: Analysis of the Cost Improvement Programme for 2017/18
£m

Savings
Target

Fully
Develope
d

In
Progres
s

Opportunity

3.8
1.1
2.2

1.2
0.2
2.2

1.5
0.3

0.3
0.6

2.5
1.0

1.4

1.1

LDU Savings
Corporate Savings
OOA reductions
Safer staffing and other agency
initiatives
Ward Closures
Estate strategy and
rationalisation
PFI savings potential
Procurement savings
Income Generation
Other
Financing
Identified as fully
developed/in
progress/opportunity
Unidentified
Total Gap

0.9
2.3
0.4
0.8
0.3
0.4

0.5
0.4
0.2
0.1
0.4

0.6
0.2

15.7
4.8
20.5

6.6

6.4

1.9

6.6

6.4

Previously Reported (Feb 2017)

18.1

5.0

5.1








Unidentifie
d

0.8

Budget
Reducti
on

Run
Rate
Reducti
on

3.8
1.1
2.2
1.8
1.0

1.0
0.4
2.3

0.9
0.3
0.4
0.8
0.3
0.4

0.7

2.0

13.0

2.7

1.9

0.8
4.8
5.6

13.0

2.7

4.0

4.0

12.7

2.7

Fully Developed – These are identified to budget lines and will be removed from 1
April.
In Progress – These schemes are currently expected to deliver but require further
work to ensure budget lines are identified. It is still expected that these will be
removed from budget lines by 1 April.
Opportunity – These schemes are still in early stages of development at this point
in time, and work continues on them to move them to at least in progress by the 1
April. These schemes are unlikely to be in place by 1 April and work will be
needed to identify their realistic start date.
Unidentified – As the title suggests, AWP still needs to identify new schemes to
close this gap by 1 April and again there is likely to be a delay in their start date.
The £2.4m is an additional pressure on top of the unidentified schemes previously
highlighted.

Overall, the value of schemes assessed as fully developed or in progress has increased
as compared to that recorded at the end of February, with those categorised as
opportunity reducing. Unidentified had also reduced by £0.8m before the application of
the further cost pressures of £2.4m.
All of the schemes have been profiled based on likely start dates as per the chart below.
For presentation purposes only, the £2m scheme for PFI has been excluded as that
is profiled for March Delivery. There are less back-ended schemes than in previous
years to ensure delivery is started as soon possible. The largest back-ended phasing
relates to the unidentified schemes as shown in Diagram 3.
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Diagram 3 – Graphical representation of the profile of expected savings for
2017/18
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The cumulative impact of the savings is shown in diagram 4 which shows the profiling of
the total CIP over the financial year 2017/18.
Diagram 4 – Cumulative Impact of the 2017/18 Cost Improvement Programme
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With the full application of the CIPs programme with the revised income and expenditure
budgets the draft budgets for 2017/18 are summarised in table 5. Directors and senior
managers have been signing off these values and it is envisaged that most budgets will
be signed off by the day of the Board.
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Table 5 – Summary of Budgets for 2017/18

Note:
Contract income from CCGs and NHSE are currently reported centrally under financing. Work continues to
allocate out to LDUs
Sustainability Funding is included in Financing and contracting
Unidentified CIPs are included in financing.

Current run-rate in 2016/17
As reported in the month 11 finance report, the current normalised deficit run rate has
stabilised at c£550-560k per month and this is reflected in the updated waterfall chart
below. The assumption is that this should have an impact on the underlying position
going into 2017/18; however work continues to review the underlying impact that any
non-recurrent measures currently being exercised will have on the run-rate in the new
year. The following waterfall diagram (Diagram 6) represents the move from the current
financial position of £12.2m deficit to the £20.5m financial gap for 2017/18 before
savings.
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It should also be noted that £3.5m of the £20.5m gap relates to the creation of the
surplus, creation of a contingency reserve and ring-fencing funding for dealing with the
impact of CQUIN changes.

Financial Gap Movement
As described above the budget setting process since December 2016 has seen a
number of further changes from assumptions not coming to fruition or the amount of
income that was expected in December is now lower than initially envisaged.
Table 7 highlights the main drivers for the movement between the £18.1m gap previously
identified based upon the December submission and the revised gap of £20.5m:
Table 7 – Explanation of the Increase in CIP requirements for 2017/18
Starting Financial Gap

18,085

LDU Cost Pressures

1,131

Reduced Service Contribution

447

Increased cost of structure

382

Reduced Growth Funding

262

Corporate Services Cost Pressures

96

Revised CAMHS Budget

88

Other
Revised Financial Gap

22
20,513

Movement

2,428

Capital Plan for 2017/18
The latest version of the capital plan for the next five years is outlined below in Table 8:

Table 8 – Five Year Capital Plan for 2017-2022
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The capital plan for the next 5 years and most importantly, the next 2 years is a
continually developing programme, as new requirements and changing priorities are
brought to the attention of the Investment Planning Group (IPG). It is, however, unlikely
that the funding envelope of £4.7m identified for 17/18 will alter, unless some additional
funding becomes available in the form of Public Dividend Capital, as was the case for
£0.5m of funding in 16/17.
Of the £4.7m plan, £2m is expected to be spent on IT works, given that the capital
expenditure on IT in 16/17 was particularly low and it is recognised that the organisation
has a number of urgent technological advances that need to be made. Almost all of the
£2m is based on network upgrades and increasing the provision of mobile working.
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The remaining £2.7m is based around Estate works and Estate rationalisation. £1.3m of
this is required for legislative and essential works such as anti-ligature and water
purification works. The remaining £1.4m is allowing rationalisation of the estate, providing
both improvements and creating opportunities for more efficient and innovative ways of
working.
A number of schemes have been moved between financial years since the original plan
in December 2016 following reprioritisation / reprofiling with more urgent schemes.

Cashflow
Anticipated Cash Flows for the next two years are outlined below in Table 9:
Table 9 – Statement of Cash Flows 17/18 & 18/19

The overall cash support from NHSI/DH in 17/18 is anticipated to be £6.4m which is
broadly in line with the requirement seen in 16/17. Twelve week forecast cashflows are
now required to be sent to NHSI/DH on a monthly basis to show the current cash
position, likely draw for the next month and forecast over the following 2 months to give
future indications. The latest cashflow to NHSI that runs up to mid-July suggests that
£3.4m will be required over the first quarter, in order to maintain prompt payments to
suppliers.
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It is anticipated that following this period, a number of savings opportunities will have
commenced, allowing the requirement per month to drop to £0.5m with the aim that by
the final quarter any further support will not be required.

Balance Sheet
Table 10 below highlights the planned balance sheet position for 17/18:
Table 10 – Statement of Financial Position for 17/18 & 18/19

Next Steps
Budget statements have been issued to budget managers for sign off during the week
commencing 20th March. At the time of writing this report, the Resources Directorate
budgets have been signed off by the Executive Director – a verbal update will be
provided to confirm the updated status of sign off.
Work continues to allocate contract income to the correct locality.
Work continues to ensure that the whole time equivalents are correct and are reported
correctly across the Trust from a budget point of view.
Budgets will be uploaded into ledger prior to month 1 reporting with appropriate phasing
of plans to support accurate reporting of the 17/18 financial position and linked to the
budget paper.

Recommendations
The Board is asked to:




Note the report and the residual financial gap of £7.5m
Linked to the Proposed Programmes of work for 2017/18 recognise that there are
further savings opportunities to be achieved
Approve the sign off of the proposed budget for 2017/18
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