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Financial
Position

The YTD position is a surplus of £3.6m, which is £6k favourable to plan. Income is ahead of plan and there are overspends
mainly in non pay. The Trust is planning to achieve a year end target of £6.69m surplus.

Activity / Income

Income was ahead of plan in month due to higher Outpatients, Exclusions and Bed day activity and is ahead of plan YTD
mainly due to outpatient, bed-day activity and high cost exclusions. In-patient elective activity is still behind YTD plan due to
the difficulties in bringing in all planned elective work due with ongoing bed capacity pressures.

Expenditure

Pay is over spent for the year to date primarily in nursing and junior doctors but is showing a small underspend in month.
Non pay is overspent in drugs and clinical consumables. There are pressures in other non pay costs especially energy and
the use of private facilities for additional capacity.

EBITDA

This was behind plan in month by £147k as there was a shortall in donated asset income received and overall YTD is
marginally ahead of plan by £6k as expenditure pressures are balanced by additional income received to date. In the
Divisions, management action is being taken to recover the position with three divisions working to deliver recovery plans.

Cash

The cash balance was £19.2m at 315 December compared to £17.4m last month.

Although the cash balance continues to benefit from delays in receiving bills for community services premises charges and
from the (continued) under spend on the capital programme, SLA debt with the new commissioning bodies continues to be of
concern as 85% interim over-performance bills — particularly from NHS England — remain unpaid. The Trust continues to
exert tight control over supplier payment runs to achieve its minimum month-end cash balance target equivalent to 10 day
operating expenses.

Capital

Capital expenditure was approx £2.2m in Deember. YTD expenditure is £18.4m — generating a YTD under spend of £7.7m
(£6.9m last month).

The updated forecasts indicate an outturn expenditure under spend of approx £5.4m of which £5m relates to projects to be
funded by loans (EPC) and leases (major equipment items). This external finance will be drawn down when the related
expenditure is incurred next year. The Trust has approved approx £2.2m of additional capital expenditure to utilize the
internally financed (cash) under spends previously reported at M06 and MO8 - hence the relatively low proportion (£0.4m) of
the M09 forecast expenditure under spend which is internally funded.

It should be noted that the forecast outturn assumes a significant acceleration in the rate of capital expenditure in the last
three months of the year. The forecast for Infrastructure Renewal is provisional and subject to revision next month.

CIPs

The total CIP target for 13/14 is £37.1m which has been identified. However, 3% of schemes remain Red rated by the PMO.
Year to date performance is £0.449m behind the plan of £26.7m reflecting some additional risks around the phasing of
schemes that have been identified. All CIP schemes go through a rigorous Quality Impact Assessment before they are
approved for implementation.




EXECUTIVE SUMMARY



The Trust’'s 2013/14 plan agreed with the Trust Development Agency
(TDA) is to achieve a £6.69m surplus.

At the end of December, the Trust is showing a £3.6m actual surplus
compared to the YTD planned surplus of £3.6m, therefore the Trust
shows a £6k favourable variance to plan.

In December, the Trust was ahead of its monthly income target by
£2.3m. Overall SLA income has over-performed for the YTD by £11.5m.
Activity in month over-performed for Out patients,Elective, Exclusions
and Bed Day activity.

The high levels of emergency work are continuing to result in lower
elective throughput than planned due to a shortage of capacity for some
elective procedures. This is resulting in some 18 week target breach
fines. The Trust is further penalised by the 30% marginal rate payable on
excess Emergency activity above historical thresholds. The forecast for
the annual level of this discounted tariff income is now expected to be
over £12m by year end. The Trust has worked with commissioners to get
£3.5m of this reinvested to support winter pressures. In addition the Trust
has received a further £1.3m from WCCG and £1.2m from the national
winter funds to support the agreed winter plan.

The Trust is overspent on pay YTD while it seeks to implement cost
improvement schemes but did see an underspend of £207k in month 09.
The in month pay position has been helped by allocation of
contingencies to cover specific pay cost pressures. Use of additional
facilities and maintaining safe staffing levels means bank and agency
costs continue to be significant. CIP targets are removed from budgets
but if the actions to reduce costs have not fully delivered this will come
through as an overspend.

Non pay is overspent on drugs & clinical consumables which are
primarily reclaimable as exclusions. There have been pressures on
Energy bills and ongoing cost premiums incurred on the use of external
facilities and on the requirement to deliver savings to close the CIP gap.




SUMMARY I&E




The detail behind the summary position and the Divisional view of the financial situation is given in the report. YTD the Clinical Divisions are £11.3m behind their plans, the most
significant outliers are: SNCT Division at £3.8m adverse, Med/Card Division at £3.6m adverse, and CWDT £3.3m adverse. Formal recovery plans have been prepared by
Surgery, Medicine & Cardiac and Childrens & Womens Divisions and were presented to F&P. Performance against these will be closely monitored in the coming months and an
update is included in the papers.

The impact of additional expenditure being incurred by the Trust in escalation beds, additional capacity, improvements in the emergency pathway and 7 day working to cope with
winter pressures remains the single biggest risk to the delivery of the financial targets. The costs to deliver the winter plan agreed with commissioning bodies exceed the funding
committed by £1m. The Trust will need to see Divisional recovery plans deliver and will need tight management of winter pressures to be confident of meeting the surplus target.




SECTION 1: OVERALL INCOME AND EXPENDITURE
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COMMENTARY
At Month 9, the Trust’s year to date net I&E variance (comparing actual against budgeted income and costs) is showing a favourable variance of
£6k compared to plan. The year to date actual performance stands at £3.6m surplus against a planned surplus of £3.6m.

The Trust is planning to achieve a year end surplus of £6.69m and is currently forecasting to achieve this. Overall, the Trust made a deficit of £2.1m
in month, £7k behind plan. The deficit was a planned deficit due to less working days around Christmas.

Included in the position is a favourable variance within the IFRS adjustment of £0.2m in month as there was a shortfall in new donated asset income
received. The IFRS adjustment is reviewed every month. It comprises 2 elements relating to the accounting changes from the adoption of IFRS
affecting PFI schemes and Donated capital assets.

For the year to date, Trust total income is £12m ahead of planned targets, and net expenditure is over-spent by £12.1m. Along with the IFRS cost
adjustment of £0.1m, this gave a net favourable position of £6k against the YTD plan.

In month the Trust the clinical divisions showed an adverse variance of £0.8m which was offset by corporate underspends and the use of
contingency to give a broadly breakeven position. The overspends in the clinical divisions has slowed which indicates their recovery plan actions
are beginning to show results (Section 3)

Income £2.2m Fav (Section 4)

All Divisions met their in month SLA targets with over performances in Out patients , bed days and excluded drugs and devices . Within other
income private patient continues to underperform

Pay £0.2m Fav (Section 5)

The Trust has seen continued pressures on junior doctor costs in month nursing costs have improved . The level of agency reduced compared to
month 8

Non Pay £2.5m Adv ( Section 6)

Costs of clinical consumables and drugs remain over plan but are offset by income. The value of stock reduced by £0.1m over previous month. The
costs of energy increased in the month over expected trends. The Trust is still incurring projects costs which are offset by vacancies/savings in other
non clinical pay

The Trust’s CIP performance was showing an adverse £0.5m variance to December (See section 9).
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Charts showing in month and cumulative position against plan
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COMMENTARY

In its Operating Plan for 2013/14 the Trust planned to
achieve a surplus of £6.69m. The monthly profile reflects
the Operating Plan submitted to NHS TDA.

. The chart summarises the monthly performance this
year.

. For Month 9, the Trusts over-achieved its planned
£3.559m surplus by £6k making a £3.565m surplus year to
date.

. The Trust is expecting to achieve its planned surplus by
year end.

. The Trust continues to assess risks that may occur for
which it holds planned contingency reserves and other
provisions and reviews the forecast best, most likely and




SECTION 2: UNDERLYING POSITION TABLE

COMMENTARY

The table shows the Trust normalised position after excluding items of income & expenditure judged to be non recurring

The year to date underlying position is slightly misleading as there is no adjustment for the anticipated full year effect of in year savings plans
which are built into the year end calculation.

The year end plan was for a normalised surplus of £0.2m. The latest forecast is showing a better position than planned at £1.7m surplus.

The income from project diamond is treated as non recurring after discussion with the TDA. The other headings were decided upon in a set of
principles agreed in Finance.

As at month 09 we expect non recurrent CIPs to be broadly offset by the full year effects of the 2013/14 programme

13




SECTION 3: DIVISIONAL POSITION
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Divisional Position

General
As at month 9 the Trust is reporting a £6k favourable variance to the planned surplus of £3.6m. Within this the clinical divisions are showing an £11.3m
adverse variance to plan. Taking the corporate areas, central capital charges, and the IFRS adjustment into account generates a favourable £1.2m to plan.

This leaves £10.2m of central adjustments, budgets and contingency which are explained below.

Central Budgets / Contingency

The benefits here are mainly from the contingency created in the Trusts plan and from the work creating the fighting fund to manage additional in year risks.
In month 8 £2.6m of contingency was allocated non recurrently to divisions to offset in year pressures.

(Aantral R

Trust Income
Trust income captures income which couldn’t be or has yet to be allocated out to divisions and central provisions. The benefits mainly come from the fact that

in the YTD the Trusts improved C Diff performance has not triggered a fine and also the fact that in setting the plan a 15% risk pot was established for
CQUINs. Since month 8 the Divisions have been credited for their actual performance on CQUINS in Q1 on specific schemes leaving the balance of the
provision centrally. The Trust has also recognised a proportion of additional Winter Pressures funding that is earmarked from the NHSE. The detailed
allocation of the expenditure budgets have been made to Divisions and the costs incurred are being monitored

Triiet Incor
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CHILDREN’S, WOMENS, DIAGNOSTICS &THERAPIES
I&E Summary
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COMMENTARY

Current Position

The Division is overspent by £3.3m YTD (24%) and £9k favourable in month. Main issues are:

Womens Services is overspent £2.3m YTD (18%) offset by the Maternity Provision £1.92m (15%). The Recovery Plan has been achieved YTD. Critical Care £1m adverse YTD (24%).
Worsened by YTD £156k stock adjustment for central stores issues. The 6 bed expansion is delayed 1 more month which will affect the forecast.

Diagnostics is £1m adverse YTD (7%) and in balance M09. This relates to reduced contract income in Medical Physics, pay and consumables and send away tests in Pathology and
Radiology. Corporate Outpatients overspent £358k YTD (6%) and in balance M09. Slippage in the EDM programme means staff being kept on effecting CIP targets and absorption of cost
pressures (IT and Agency rates). This will continue until the programme is put back on track.

Neonatal bedday overperformance enhanced by Transitional Care tariff has reduced by a challenge from Commissioners £683k YTD.

The Directorates have to offset NR 12-13 savings targets of £700k and absorb loss of resource of £350k in 13/14 for underperforming services receiving 70% of 13-14 growth. The Division
received non recurrent benefit from contingency £353k in M08.

Year End Forecast

The Division forecast has worsened since M07 by £1.3m to £3.4m due to Transitional care Challenge (forecast £1m) and delays in EDM and Critical Care BC'’s.

The forecast includes non-recurrent cost pressures which are Outpatients EDM slippage £200k, Critical Care BC slippage £850k and the transitional care challenge £1m. Also non-recurrent
benefits which are the Maternity Provision £2.5m, NR CIPs achievement and contingency funds. The divisional risk log shows a forecast range of £3m-£3.8m.

Improvements From CIPs

CIPs performance is effected by non recurrent pressures in Children’s, Critical Care and Outpatients. Therapies will overspend due to OOH Cardiac Arrest support (£150K). The Womens CIP
programme is being managed as part of its recovery planning for 2013-14 actioned through weekly meetings with the DDO.

Other Factors and Actions Planned

The Directorates are seeing a number of risks being realised which have increased the Division overspend. Womens are working to improve Antenatal and Gynae activity and reduce costs.
Children’s are still reviewing the £1m challenge relating to Transitional Care income. Critical Care will deliver its nurse recruitment plans but the slippage of the bed expansion will effect
activity performance. Outpatients need to get EDM on track with IT and the full support of the other divisions. All Directorates have implemented additional controls on authorising Agency.
Key uncertainties, variables & dependencies that may impact on the FOT

Neonatal activity over-performance assumed to continue. Critical Care BC delivery is being effected by slippage outside of its control to increase capacity and nurse recruitment is effected by
shortage of nurses in the market. The EDM programme will continue to slip until user uptake improves. The achievement of Specific CQUIN KPI’s especially in Womens where they are
expected to achieved, failure to deliver by flexing staff this will increase the year end forecast by £90k. The cost of Winter pressures will be fully funded.

18




CHILDREN’S, WOMENS, DIAGNOSTICS &THERAPIES
CIP Summary
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Programmes 13-14The Division developed a programme of schemes of
£9.6m to meet the £9.9m CRP Target for 2013-14 and is working to achieve
the schemes. The programme for 2014-15 consists of £7m of new schemes
and £3m of schemes including 13-14 FYE's which are being verified to
achieve the 14-15 target of £11.5m.

Performance Overview The financial position for M09 is a deficit of £3.4m
YTD £89k MQ9. The YTD variance is due to income underperfomance in
Womens, slippage on EDM and Critical Care developments, increased
expediture in Diagnostics in M08 and Commissioner challenges to income in
Childrens. The YTD variance for the CIP schemes is £1,131k. This is due to
slippage of Critical Care and EDM developments which are expected to
deliver recurrently The over programming of CIP schemes in Womens
(£230k) is offsetting the underperformance in the Kendal Bluck schemes.
Performance Forecast The slippage of the Critical BC and EDM means these
CIPs will now be fully achieved in 14-15 but means the forecast CIP gap for
13-14 has increased to £1,273k.

Key Risk Issues There are 4 main risks for the CIP Programme: Neonatal
bedday overperformance driving the performance in Children's has been
challenged by Commisisioners

Procurement schemes are a significant part of the CWDT programme.
Outpatient EDM Programme which has now slipped.

In Womens the delivery of elements of the Kendal Bluck schemes in the 2nd
half of the year which will be achieved in part by the Recovery plan.

Future Opportunities

The Critical Care and EDM BC CIP will be delivered recurrently in 14-15.

The Division will review non recurrent schemes which can be made
recurrent.

The recovery plans to maintain the Divisons forecast may provide CIP
opportunities to mitigate the Gaps in the CIP programme

Opportunities are being looked at as part of the 14-15 CIP programme




Bridge Analysis
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MEDICINE AND CARDIOVASCULAR
I&E Summary

COMMENTARY

Current Position

The Division of Medicine and Cardiothoracic as at M09 reported £281k adverse in month and £3,622k YTD. The major reasons for the in month adverse variance are:-

1) An adverse income trading position of £261k. This was mainly due to income underperformances in cardiovascular mainly in private patient and day case income, and additional fines for not
meeting the 18 week target also in cardiovascular. 2) CIP underperformance of £323k. 3) Offset by the pay underperformance of £299k which was mainly the result of additional winter monies
received in month not fully utilised because the relevant costs have not yet been incurred. Note that there is likely to be an element of catch up here in the remaining three months of the year.

The YTD adverse variance is mainly a result of :-

1) Underperformances across the division of £2,688k related to CIPs not being identified. 2) Trading income position after adjustment for the pass through costs of £254k adverse. The major
issues here are the underperformance of private patient income of £1,418k as a result of the stretch target not being met in cardiovascular and renal & oncology, some SLA income target shortfalls
mainly in cardiac surgery electives and inter hospital transfers, but off set by other SLA income over performance particularly UB income.

3) Non pay Trading Position overspend including cross charges of £721k. This overspend is being examined particularly in the cardiovascular directorate where the internal cross charges for the
year are being analysed.

Year End Forecast

As a result of the in month performance being better than plan by £71k, the forecast underperformance for the division based on the YTD performance on a straight basis has improved to an
adverse variance of £4,784k. After adjustment for the mitigation plans, which are mainly in Cardiology and Renal & Oncology, the revised forecast is an adverse variance of £4,614k. On an
ongoing basis mitigating plans and cost savings are being reviewed and assessed over the coming months with a view to improving the forecast and performance of the division.

Improvements from CIPs

There is a YTD shortfall in the CIP of the division of £2,688k as per the Management Accounts. This shortfall is mainly within the directorates of Acute Medicine (£766k), Cardiovascular (£847k),
and Renal & Oncology (£881k). The financial impact of the run rate schemes continues to reduce after month 6 and this is expected to continue for the balance of the year, and there are a number
of additional schemes in place but they will only partially address this impact. The forecasted CIP shortfall for the division remains about £2.5m. So the forecasted CIP shortfall is £2.5m against the
original target of £8.6m, or £3.5m against the division’s target in the management accounts of £9.6m.

Other Factors and Actions Planned

The major risks to the division in meeting its current forecast continues to be the availability of beds to deliver on its more profitable activities in cardiovascular, and the delivery of the small but
highly profitable BMT and kidney transplants. A review of the current nursing establishment is being undertaken and additional controls have been put in place on the recruitment of nurses across
the division for remaining three months of the financial year with a view to reducing the current level of overspends in this area. Further to this, weekly recovery meetings have been implemented
to monitor the recovery plans within the Cardiovascular and Renal Haematology & Oncology directorates.

Key uncertainties, variables & dependencies that may impact on the FOT

The key risks relate to the uncertainty around winter and the utilisation of the additional beds that will be available from December to cope with the medical workload and protect elective
access.
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CIP Summary
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Performance Review

The Division of Medicine and Cardiothoracic as at month 9 reported a
£377k adverse CIP variance in month, and £1,373k YTD. However,
primarily because of the phasing of the CIP target and actual
performance, the forecast gap is £2.6m adverse. The adverse
variance is mainly a result of underperforming CIP schemes in Acute
Medicine, Cardiovascular and Renal & Oncology, and the current
performance is supported by a number of non recurrent run rate
schemes which are however reducing as the year progresses.
Performance Forecast

The Forecast underperformance for MEDCARD Division based on a
YTD straight line basis is £4.8m which mainly relates to under delivery
against the CIP programme ( estimate £2.6m) and private patient
income shortfalls ( estimate of 1.8m). After adjustment for planned
mitigating income generation primarily in cardiovascular and Renal &
Oncology, the revised forecast is an adverse variance of £4.5m.

Key Risk issues

The financial impact of run rate schemes is reducing as the year
progresses and additional schemes are in place to mitigate, and these
are improved income recovery plans. The major risks to the division in
meeting its current forecast lies within the delivery of these income
mitigation plans which are dependent on the availability of beds to
deliver, and the delivery of the small but highly profitable BMT and
kidney transplants.

Future Opportunities

The Division continues to deliver new schemes and opportunities to
reduce expenditure and generate increased income, this has helped
stabilise the divisional overspend.

Additional opportunities are being explored to recover cost from third
parties e.g. SLA's and high cost drugs and to reduce costs internally
via challenge and review e.g. Ward staffing. Recruitment controls have
been enhanced to scrutinise vacancies to ensure all non essential
posts are identified and withheld, if necessary, for the remainder of the
year until reviews are concluded. Weekly management meetings are
now in place to monitor progress and target agreed improvements to
enhance the divisional recovery plan.
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SURGERY, NEUROSCIENCES &THEATRES
I&E Summary

COMMENTARY

Current Position

The Division is reporting a YTD M09 deficit of £3.8m, an in month deficit of £0.3m against the YTD M08 £3.5m deficit. The M09 deficit £0.3m comprises (£0.6m) income over performance, pay,
non pay overspent £0.4m & £0.5m business planning gap / CIP target.

The YTD M09 income surplus is (£2.0m). The in month income surplus (£0.6m) is due to: Continuing strong SLA OP income over performance across the Division, SLA elective over performance
in ENT [Cochlear implants], Plastic Surgery [improved coding], T&O and Urology. Excess bed days for patients in T&O with knee procedures, General Surgery small intestine procedures,
Neurosurgery spine procedures and Neurology stroke.

The Pay YTD MOQ9 position is over spent by £1.2m. M09 is breakeven. The Non-pay YTD M09 over spend £2.5m includes costs of providing healthcare in the private sector, expensive drugs /
consumables rechargeable to CCG's and high consumable costs across the Division. The in month nonpay over spend £0.4m is mainly on Neurology drugs rechargeable, ENT cochlear implants
rechargeable to CCG's, Surgery healthcare in the private sector and Plastics / Urology consumables.

The YTD M09 CIP deficit £2.2m is mainly due to 5 new schemes phased to begin from 01/08/13 and Procurement CIP's to be allocated to Care Group.

Year end Forecast

YE Forecast at M09 is £3.2m a deretiation of £0.7m from the M08 estimate of £2.5m. This is mainly due to a reduction in Bariatric Surgery.

The YE position assumes an increase in Surgery & Neuro activity, coding / recoding activity, winter pressure funding, and reducing agency / bank spend.

Improvements From CIPs.

The revised CIP plan is to save £2.4m in the last 3 months on the delivery of additional elective Neuro activity, CQUINs, on going theatre reconfiguration / utilization, coding missing elective and
emergency SLA activity and recoding elective and OP activity to a higher tariff.

Other Factors and Actions Planned

The actions are detailed in the revised Divisional financial recovery plan and include tighter financial controls, targets for a reduction in spend, increased elective activity with weekly performance
meetings focused on delivery of this plan. Re-coding or correct coding of elective and emergency activity is a key project we hope to complete by the end of January and will improve our position
significantly.

Key uncertainties, variables & dependencies that may impact on the FOT

The most significant risk to achieving the recovery plan is bed and theatre capacity which are under pressure due to winter. A significant amount of recovery relies on overperformance and income.
Increase in EM admissions is also a factor of which we have limited control. We have however, invested in resource at the front door to stem the flow through to inpatients and also in our
discharge planning team. There is also the risk of losing theatre time due to mechanical failure of equipment, the higher cost of providing healthcare in the private sector and continuing high RMN
specials to meet minimum regulatory standards of care. We have a plan to complete the maintenance work requirements in theatre in February at which point this risk will be mitigated. We
continue to try and recruit internally to RMN posts and this has been successful in neurosciences.
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Performance overview The Division is £1.5m away from planned delivery at month 9.
This reflects 3 large schemes starting from August 2013 where CIP delivery has been
significantly reduced - Reduce length of stay reductions, further theatre utilisation and
reducing maintenance contract charges. The revised recovery / CIP plan is to save £2.4m
in the last 3 months with the month 9 performance just above plan.

The Divisions financial recovery plan updated at M09, sets out the specific actions
required both in terms of the financial recovery and changes in assumptions regarding
the delivery of savings programs this year.

Performance forecast Schemes performing well include over-performance on the profit
share for activity delivered through EOC, theatre reconfiguration, theatre utilization,
General Surgery spend in the private sector, reducing impact of reduction T&O bed
days, CQUIN, best value and contract challenges. The risks of these not continuing are
below.

Key risks and issues The most significant risk to achieving the recovery plan is bed and
theatre capacity which are under pressure due to winter. A significant amount of
recovery relies on over performance and income. Increase in EM admissions is also a
factor of which we have limited control. We have however, invested in resource at the
front door to stem the flow through to inpatients and also in our discharge planning
team.

There is also the risk of losing theatre time due to mechanical failure of equipment, the
higher cost of providing healthcare in the private sector and continuing high RMN
specials to meet minimum regulatory standards of care. We have a plan to complete the
maintenance work requirements in theatre in February at which point this risk will be
mitigated. We continue to try and recruit internally to RMN posts and this has been
successful in neurosciences.

Future opportunities

These include:

Coding missing elective and emergency SLA activity.

Recoding elective and OP activity to a higher tariff.

Reduction in fines from commissioners by delivering appropriate activity as outpatient
rather than as day case episodes

Improve contracting arrangements with the private sector to reduce costs and re-
allocate the type of work commissioned to ensure that the Trust maximises any
financial gain

Improved controls to mitigate non-pay spend

Improved communication and engagement with pharmacy to develop medicines
management protocols to reduce drugs spend

To ensure all pass through drugs and other expenditure are correctly invoiced and
recharged

Further development of the relationship with community teams to facilitate end-to end
care pathways reducing bed days
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COMMUNITY SERVICES

I&E Summa
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COMMENTARY

Current Position

Community Services reflects a month 9 position of £498k deficit, an unfavourable movement in month of £152k. The main reason for this unfavourable movement is the
underperformance of income over December and the holiday period.

Within Adult £700k, and Older services £440k, local income schemes are in place that relate to increased income from commissioners. These schemes are on top of the
agreed cash envelope and rely on over performance.

Slam data has been produced for month 9 giving Adults a year to date deficit of £896k against income plan, including the local income target, with Older Services showing a
year to date deficit of £113k against income plan.

Within Senior Health income is showing a deficit of £132k against the 2013/14 income plan. With the very high usage of bank and agency this is producing a deficit for Senior
Health of £579k year to date.

Year End Forecast

Forecasting this forward for the year, this would produce a year end deficit of £700k.

Improvements from CIPs

This position reflects £5.8m of CIP’s for 13/14, along with a further £350k of legacy CIP’s for GUM services. All CIP’s are profiled from month 1, and are factored in to the
forecast. The vast majority of CIP’s are achieving, and where not non recurring schemes are in place to cover.

Other Factors and Actions Planned

Opportunities to improve this position relate to how much of the local income targets can be achieved. Older Services have shown some performance against this, but Adult
services are only achieving plan with growth, and looks unlikely will achieve anything against the stretch target.

Further to this Bank and Agency is to be targeted to reduce spend, and fill any vacant posts. With the information currently available the year end forecast of £700k deficit still
seems probable.

Key uncertainties, variables & dependencies that may impact on the FOT

Key uncertainties remain around income and how much of an effect winter will have on activity at QMH. Income within Senior Health continues to under achieve, and whether
this will improve or deteriorate.

Also in certain areas spend on Bank and Agency is high, any vacant posts need to be filled and usage reduced. This is exasperated by the fact that a large amount of non
recurring funding sits within the Division.
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COMMUNITY SERVICES
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OVERHEADS

I&E Summary

COMMENTARY

Current Position

Corporate Services performance reflects a month 9 surplus of £1.05m and an in month surplus of £106k. The areas contributing to the surplus are Education £372k,
Director of Nursing £421k, Governance £193k and Human Resources £268k.

The Estates and Facilities service reflects a ytd deficit of £400k and an in month deficit of £269k. The main areas of concern are energy (£425k) and engineering (£418k).
There was a high gas bill paid in December totalling £500k which contributed to the deficit. With engineering, there are a number of high cost invoices paid and work is
progressing in identifying capital expenditure. To date £350k has been accrued out of expenditure to capital. In addition, expenditure equating to £300k for CQC has been
transferred to reserves. There is still a balance of CQC expenditure totalling £89k showing in this position.

Parking income realised additional £63k in month and Transport SLAM was favourable by £40k. Also £98k income was accrued in M9 for Clare House recharges.

Year End Forecast

Forecasting this forward for the year, this would produce a combined year end surplus of £592k.

Improvements from CIPs

The position reflects a YTD CIP surplus of £559k against a target of £3.2m. The forecast is to achieve a surplus of £789k. The main risk to this is a target in Estates for
£440k for income to NHS Property Services who to date have refused to pay the invoices raised to them.

Other Factors and Actions Planned

A meeting is to be arranged with the capital accountant to agree the level of expenditure to be transferred to Capital. £350k has been accrued to Capital to date. Also,
income is to be agreed with Moorfields to recharge the excess post expenditure. Engineering expenditure is likely to increase as there is another CQC inspection due in
February 14.

Key uncertainties, variables & dependencies that may impact on the FOT

Key uncertainties and risks are : Income from NHS PropCo £440k, energy loss of income from St George’s University £300k, Education expenditure in later months £300k,
Service Improvement expenditure in later months £102k and CIP’s in later months not being achieved £440k. Another risk is the European Union Emission Scheme, which
is an energy tax expected from Inland Revenue backdated to 2012/13. This total is expected to be £140k and £84k has been accrued in month 9.
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The cip for Corporate Services is forecasting a year end surplus
of £209k against a target of £2.1m. In month 9 the variance
showed a deficit of £23k.The ytd position shows a surplus of
£451k. There are a number of non-recurring schemes and these
will need to be replaced by recurring schemes for 2014/15.

The Estates and facilities Services are forecasting a cip year end
surplus of £462k against a target of £2.4m. The month 9 position
showed aytd surplus of £139k, an increase of £5k in month.
There are a few cip schemes which are at risk. The Chest/Breast
Clinic demolition has been delayed and the £100k target will not
be achieved. Also the PFI VAT reclaim is still ongoing and needs
to be resolved before end of March. Invoices raised to NHS
Property Services have been disputed and meetings are in place
to come to an agreement.
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SECTION 4: INCOME

Income Summary

SLA and Other Non - Directorate Income M09 - 1314
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Total Income

SLA Activity
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COMMENTARY
SLA Performance

SLA income is £11.5m ahead of plan (signed SLA'’s + local targets) year to date and £2.3m ahead of plan in the month. Of the YTD
overperformance £4.4m relates to contract exclusions. The Trust has been receiving data challenges from commissioners, these are currently
being assessed but further tranches are expected as the year progresses. Delays have been due to DH governance arrangements on sharing
patient level details with CCG’s. There have been tentative discussions with some commissioners regarding a year end settlement which will be
explored in coming months. The current month position has been assisted by the partial recognition of Winter Pressures funding from the NHSE
and a reduction in the level of commissioner challenges and CQUIN performance losses we are expecting.

Electives and Day cases

To date the Trust is £1.2m behind its target (3%) but only 0.8% behind its activity target. Across the Trust the case mix being seen is lower than
the plan. The main underperforming specialties are General surgery who are behind on bariatric surgery, Cardiovascular where there have been
capacity issues.

Non elective
Emergency activity is 2.1% ahead of plan in activity but in financial terms it is only making a small contribution as the impact of the non elective
threshold (payment at 30% marginal rate) is £2.7m higher than the planned loss expected and rising as emergency activity rises.

Out Patients

The Trust is £2.3m favourable to plan which equates to 3.3% and is 9,772 attendances above plan which is 2.1%. The Trust is above plan across
most specialties with the exception being Obstetrics where the intensity of women seen has been lower than plan. As this is a new pathway and
tariff the Trust has a manager in Obstetrics to ensure we are following the new guidelines correctly. Deliveries also remain below plan (£0.3m)

A&E
The Trust activity for CCG’s has fallen below the floor in the floor and ceiling agreement and so the Trust is charging at the level of the floor which
means an additional £0.7m has been accrued after agreement with CCG'’s.

Bed Days/Other

Year to date the Trust has seen significant over performance in NICU and PICU but under performance in adult ITU. As we move into winter the
NICU and PICU activity is expected to remain high and the adult ITU activity is starting to pick up whoch was seen in December with over
achievement of £0.4m, the issue of will capacity be available remains.

Other Income

Private patient and overseas visitor income has under-performed by £0.4m in month and £1.9m YTD. This is primarily due to lower demand in
Neurosurgery, Cardiology and Clinical Haematology. RTA income has an over-recovery in month and is showing an over-performance of £0.6m
YTD but is volatile on a monthly basis. The surplus on Other Income of £1.7m YTD is mainly due to Energy recharges and Car Parking income.
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Costs

As at December 2013

Analvsis c



COMMENTARY

Pay is showing an underspend of £0.2m in month and overspent by £0.8m YTD. The YTD position was aided by the application of £1.8m of Contingency funds to
cover specific YTD pay cost pressures in Divisions.

Pay Other £3.7m adv — reflects CIP targets where divisions have yet to allocate cIPS to specific lines where savings are non recurrent. The underspends in other
groups are being reviewed to see where CIPs can be allocated.

Junior Docs £1.1m adv caused by the use of agency staff with the associated premiums mainly in Mecard and Community

Nursing £0.4m adv after the use of contingency the prerssures being the use of escalation areas , nurse specials and the acuity of patients . There has also been
the agency premium on ITU staff while they have been recruiting

Consultants £0.5m Fav , STT £1.4m Fav and Non Clinical £2.5m— Mainly due to vacancies but part of the non clinical will be partially offset by costs of interims
which will show as non pay

The total agency and bank spend was £1.7m and £1.4m respectively. Agency spend fell in month by £0.3m. With the introduction of the new bank system the aim is
to start to use this to back up accruals. Bank costs stayed the same

Overall staffing levels (WTE) usage has reduced compared to the previous month.mainly in agency count
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WORKFORCE INFORMATION
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SECTION 6: NON-PAY

As at December 2013

COMMENTARY

Non pay costs have over-spent by £2.5m in month (over-spent £11.7m YTD). Of the YTD overspend £4.4m is claimable as income as contract exclusions.
Clinical consumables over-spent £5.3m in total

The two main factors contributing to the overspend are high cost devices where the costs are offset to commissioners and partly costs relating to actovoty eg
Theatres. YTD there are significant overspendsin Diagnostics (£1.3m) which are volume related. At the end of the month a review of stocks highlighted a net
reduction of £120k but showed a that Cardiac stocks ha previously been understated by £0.3m.

Drugs over-spent £2.8m in total

Drugs expenditure was £0.6m over-spent in the month. This was primarily due to higher excluded drugs for Oncology and Neurology which are reclaimed directly
from Commissioners as income.

Energy/Utilities over-spent £0.7m in total ( Offset by Income over recovery of £0.4m)

The in month gas bill was significantly higher than previous periods We are now recognising potential liabilities for CRC and EU emission levies which total £283k
YTD. The YTD position is partly offset by the increased recharging of usage costs to other on site organisations. Recharges with the Medical School are based on
metered supplies although tests have now been scheduled to resolve this. The net energy position is now in deficit YTD due to lower income charges.

Other non-pay over-spent £2.9m in total

Other non-pay over-spent in the month by £0.5m. The main overspends relate to project costs £1.8m YTD which offsets the underspend in non clinical pay. Other
non pay pressures include the costs of work relating to the CQC vists (£0.4m YTD)

The impact of non achieved non pay CIPs is offset by the release of the contingency and the application of funds from the central fighting fund. of non recurrent
fighting funds set aside for risks. These are required to offset the impact of the gap on the unidentified CIP Schemes and other costs pressures. The Trust continues
to use external facilities to add to its capacity for beds and Theatres.
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SECTION 7: CONTINGENCY & RESERVES

COMMENTARY

Inflationary reserves are being held centrally and allocated
when the costs are incurred. For example the agenda for
change and medical pay awards funding has been released
to Divisions for the full year and the release of non pay
inflation for energy

In addition, the Trust’'s Central Reserves (including
contingencies) as at end of December, totals £3.2m (£2.8m
Contingency, £0.4m for additional capacity, R&D
development and other pressures. In Month 8, £2.3m of the
contingency funds were allocated down to Divisions to cover
specific in-year pressures. The remaning contingency is
being released over the course of the year in the original
equal monthly profile to offset general pressures in the
Divisions financial positions.

In addition, the Trust holds income risk provisions held
centrally to offset CQUIN risks, potential C-diff fines and SLA
challenges that can’t currently be allocated to divisions.
These total £3.3m.

Additional non recurring benefits continue to be identified
and then included in the “fighting fund”. The fighting fund is
being released as required to support the current financial
position.

The Trust continues to undertake a full review of Divisional
forecasts and other risks and opportunities each month to
identify any further risks to the Trusts year end position.The
result of which can be seen in section 8
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SECTION 8: FORECAST OUTTURN

FORECAST - COMMENTARY

Detailed forecasts are being produced on a monthly basis. These forecasts reflect the recovery plans put forward by CWDT, SNT and Med Card. The overall
forecasts show that the clinical divisions are expected to improve upon their current YTD trends. With SNT improving significantly from £3.8m YTD to £3.2m

deficit at year end and CWDT also improving significantly on trend from £3.3m ytd to to £3.5m deficit at year end. Med Card is expected to improve on trend

by £0.2m from £3.5m YTD to £4.6m forecast deficit.

To get to the Trust planned surplus all the contingency and other reserves detailed in section 7 above are assumed to be utilised in offsetting divisional risks
and additional winter capacity. Although there is deterioration in the clinical division’s M9 position, the impact of the recovery plans is expected to improve
forecasts. Recognising there are some considerable risks to achieving full given continued uncertainty about winter pressures and funding to offset them an
additional risk of £0.8m has been included in the forecast position.

The forecasts above assume that the Trust doesn’t get a benefit from the winter funding received and that all the resources will be spent. To provide
assurance on winter spend divisions are maintaining a schedule of what the additional resources are being spent on so the impact can be measured .

The Trust also prepares a potential best , worse and likely case forecast based on the above which details further the risks that may be faced in the last
quarter. The key risk being that the divisions do not perform in line with their recovery plans.
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SECTION 9: COST IMPROVEMENT PROGRAMME
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TOTAI

The trust is forecasting to achieve the 2013/14 target of
£37.1m. 3% of schemes are Red, 13% Amber and 84%
Green based on the latest assessment.

In month performance includes Trust Wide schemes
covering adverse divisional performance.

Phasing of the programme shows over performance
forecast in the later months of the year.

The Trust is focussing hard on developing detailed two
year CIP plans covering the period 2014/15 and 2015/16
as well as managing the risks around 2013/14.

Considerable progress has been made on developing
and shaping the programme, documenting and signing
off the detailed project plans, milestones and
deliverables and building those plans into our business
planning process.




SECTION 10: STATEMENT OF FINANCIAL POSITION

Balance St
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COMMENTARY

Debtors

Total trade and other receivables decreased by approx
£2.1m. NHS invoiced debt and non-NHS invoiced debt
reduced in month. SWL CCGs have agreed to settle
some of their over-performance debt in January. The
refusal of NHSE to make any payment of their £12m
overperformance debt continues to have a significant
impact on debt levels and cash flow management.

Inventories (stock)

Stock increased by £0.3m — mainly due to Pharmacy
stocking up over Christmas.The Chief Pharmacist has
confirmed that the Pharmacy b year end target will be
achieved. Significant reductions must take place in the
next 3 months to achieve the overall stock target at
year end.

Cash

The cash flow statement for the month showing
performance against plan is given in section 11

Creditors

Trade and Other payables and Accruals/Deferred
increased by approx £5m as the Trust had to continue
to manage supplier liabilities very carefully given the
non-payment of SLA over-perfoermance by key
debtors (see above). Also the Trust processed fewer
supplier payment runs inDecember due to the
Christmas break,

The Trust's BPPC performance is steady and remains
ahead of last year. (Section 11)




SECTION 11 : CASH POSITION
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COMMENTARY

The cash balance increased by approx £1.7m to £19.2m at 31
December — remaining above the TDA’s recommended target
balance of 10 days operating expenses but behind plan due to
lower than planned CCG SLA receipts. The Trust has not received
payment for interim overperformance invoices from NHSE and
other commissioning bodies. The Trust is actively pursuing
payment of these in accordance with the framework.

The cash balance has benefited this year from a delay in the
billing for community services premises charges by the supplier
concerned and to a lesser extent from the under spend on the
capital programme.

The cash flow statement for the month showing performance
against plan is shown in the chart opposite.

Surplus cash is invested in short term deposits with the National
Loans Fund facility operated by the Bank of England.

Since the reduction in base rates by the Bank of England, the
trust’s temporary deposits are earning interest at 0%- 0.25%.




Cash flow ¢



SECTION 12 : BETTER PAYMENT PRACTICE

11 Better P&
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SECTION 13: CAPITAL
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COMMENTARY

Capital programme

« Capital expenditure was approx £2.2m in December andYTD expenditure is £18.4m — generating an expenditure under spend of £7.7m YTD (£6.9m last
month). The YTD under spend comprises: Medical Equipment £3.6m, Major Projects £2.4m, Infrastructure Renewal £1.5m, Other £0.2m. IMT capital
expemditure is in line with budget.

e The Trust’s updated forecast outturn is for total capital expenditure of £29.9m for the year which would generate an expenditure under spend of £5.4m. £5.1m of
this under send relates to expenditure to be financed by external loans amnd leases — which will be deferred to next year.

e The internally financed or ‘cash’ element of the forecast under spend (i.e excluding expenditure financed by loans/leases) is approx £0.3m (£1.1m last month).
The Capital Programme Group approved additional expenditure last month of approx £1.2m to utilize the cash under spend reported at month 8. This brings to
£2.2m the total extra spend approved in year to use the forecast cash underspend.

« The forecast outturn assumes a significant acceleration in the rate of capital expenditure in the last three months of the year. Major Projects expenditure is
starting to recover (by £0.9m in December) however the forecast for Infrastructure Renewal is provisional and subject to revision next month.
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SECTION 14: CONTINUITY OF SERVICE RISK RATING (CSRR)

VIE ~
Liquid ratio

C*AariutAal a~Arm 71,
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Finance Report Continuity of Service
Risk Rating

Financial risk is now being assessed by
Monitor in terms of the risks to
continuity of service, which will be
evaluated in accordance with the
calculations set out in this table using
two metrics of equal weight:-

(1) Liquidity [Working capital balance
x 360 / Annual operating expenses]

(2) Capital servicing capacity
[Revenue available for capital service /
Annual debt service]

Each metric is assessed against a set
of rating score thresholds to assign
one of four rating categories ranging
from 1, which represents the most
serious risk, to 4, representing the least
risk. They will then be weighted and
combined into a composite Continuity
of Services risk rating score (nb scores
will be rounded up, so metric scores of
3 & 4 will result in a 4).

The role of ratings is to indicate when
there is a cause for concern at a
provider. Only when there is a score of
2 is this likely to represent a material
level of financial risk and prompt
consideration of more detailed
investigations by Monitor.

The Trust is currently assessed as
having a Risk Rating of 3 based on
its YTD performance and a 3 on its
Forecast Outturn performance.




SECTION 14: FINANCIAL RISK RATING (FRR)
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COMMENTARY

* The Trust is planning to achieve a surplus of £6.69m.

* This would achieve a FRR of 3 for the end of the year on an IFRS basis.

« The YTD FRR score is reported as a 3 reflecting the expected profile financial performance for the year to

date.
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