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Introduction 
The NHS is under financial pressure. Some of that pressure was eased during 
the pandemic because of the additional funding that was made available and 
there was a shift to focus on the operational management of the pandemic. 
From 2022/23 there is a renewed focus on improving financial sustainability. 
NHS bodies are being challenged to regain financial grip, while still balancing 
competing priorities from operational activity, workforce demands and recovery 
from the impact of Covid-19. 
This briefing looks at how financial information should be presented to boards 
to support their assessment of their financial position. It is based on reviewing a 
number of board reports to identify good, and not so good, practice. 
 
Summary 
The main elements of a financial report are relatively straightforward. 

Summaries of finances and activity should be presented together: 
• the financial summary needs to be put into context. For example, if a trust is overspending 

because activity is higher than planned levels, then, while action is still required, the situation 
is understandable. But if the trust is both overspending and activity is lower than agreed 
plans, detailed probing is required 

• financial information should be presented using a mixture of tables, graphs, and narrative 
• the financial summary should not simply focus on the surplus/ deficit but should include 

balance sheet metrics to provide a balanced picture of the financial position. For example, if a 
deficit is getting smaller, but cash outflow is increasing then detailed probing is required. If, in 
the example above, receivables are increasing in line with contract overperformance then this 
is understandable although action is required in relation to cash collection. 

 
Financial reports as a minimum should include: 
• income and expenditure account – including in-month income and expenditure against 

budget, year-to-date planned, actual figures and the variance between the two as well as a 
full year forecast  

• key income and expenditure metrics – staff costs split by type against plan, material non-pay 
expenditure against budget/ plan 

• a summary balance sheet – year to date and forecast along with key metrics such as debtor 
days and creditor days  

• cash position to date, cash flow forecast and performance against prompt payment 
requirements. 

 
There should be a short, written explanation: 
• non-executive directors without a financial background will find it helpful to have narrative 

explanation highlighting the main issues 
• all narrative explanations in the report should be in plain English and as jargon free as 

possible, with all acronyms explained 
• explanations should not simply repeat the numbers presented in tables and graphs but 

should focus on the overall picture and explain why the financial position is as it is. For 
example, if staff costs are increasing and sickness absences are also increasing then the 
explanation may be that bank and agency staff are being used to cover sickness absences. 
Alternatively, if staff costs are increasing, sickness absences are unchanged, but vacancies 
are decreasing then the explanation may be that staff costs were low but are now as 
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expected because staffing levels are nearer to the expected establishment. If, in this case, 
spending is over budget then questions need to be asked about whether the budget and 
establishment are aligned.  

 
Projections should be included:  
• financial reports should be produced as soon as possible after the month end to provide a 

clear picture of past financial performance. However, forecasts of the year-end position that 
take account of known activity and issues are essential to help board members take timely 
action to ensure the future position is as close to plan as possible 

• supporting narratives should include sufficient information to allow board members 
understand how mitigation of key risks has been reflected in the forecasts. For example, the 
forecast for winter months should take into account higher staff absences and associated 
bank and agency costs. The forecast should also take into account the likely impact of the 
season on the balance between emergency and elective work.  

 
Comparisons should be made:  
• comparisons are an important yardstick for evaluating performance. Comparisons can be 

made with similar organisations, previous years and against national standards 
• trend data is also very helpful to understand whether fluctuations are to be expected or not. 

Statistical process charts (SPC) are useful to understand performance over a period of time. 
 
A summary should be provided with further detail being available:  
• although many non-executive directors will look only at the summary, some level of detail 

should be appended to the summary so they can dig deeper if they wish. 
 
Financial reports need to start with a summary of key metrics, including:  
• the surplus/ deficit to date along with a forecast 
• the cash position, supported by movements in debtors and creditors and performance against 

prompt payment requirements 
• performance against cost improvement plan (CIP)/ waste reduction programmes 
• an update on the capital programme. 

Risks should be clearly identified: 
• the focus of the board’s discussion should be on those areas that are likely to have the 

biggest impact 
• financial risks should be clearly identified along with the likelihood that they will manifest and 

the impact if they do. 
 

Finance does not operate in a silo so financial information should be reported alongside operational 
information as much as possible. The stand-alone financial report should be short where financial 
information is reported alongside operational information. 

 

The purpose of reporting to the board 
Board reports, or reports to any sub-committee of the board, are not an end in themselves. The 
report is simply a tool to allow the board members fulfil their responsibilities and to make decisions.  

Board reports are long, usually several hundred pages, and the finance report is only one part of that 
pack. The focus of the board papers is on both strategic and operational matters. Strategic and 
operational decisions will drive the financial position. Operational financial information will be 
reviewed by budget holders at budget level. However, it is important that finances are reported for the 
organisation as a whole, including a forecast of the financial position. In particular, the financial report 
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allows each board to meet the requirement in the NHS Constitution that the ‘NHS is committed to 
providing best value for taxpayers’ money’1. 

Reporting the financial position will not support decisions about achieving best use of resources. 
Financial information about costs linked to activity and outcomes will be needed to make decisions 
about value.  

However, it is important that the overall financial position is also reported to the board to ensure that 
the organisation as a whole is meeting the requirement to achieve financial balance and to ensure 
that expenditure does not exceed the available resources. This briefing focuses on this aspect of 
financial reporting rather than the wider financial information used to understand value. 

Board reports, particularly financial reports, cannot stop poor decisions being made or an 
organisation failing. It is board members’ responsibility to review the papers presented to them 
critically2 and ask difficult questions if necessary3.  

It is important that the board and the finance team take stock occasionally and consider whether 
the financial report contains the information needed.  
 
‘An effective board will be provided with clear, timely and comprehensive information from within 
the organisation, relevant briefings and information from outside the organisation, and be 
producing fair, balanced and understandable reporting to their external and internal stakeholders.‘ 

Source: Grant Thornton, The board: creating and protecting value, 2017 

What financial information does the board need? 
NHS bodies’ purpose is to deliver healthcare to the populations they serve with the resources made 
available to them.  

Effective governance therefore requires that boards pay as much attention to quality of care and 
quality governance as they do to the financial health of their organisation. 

Source: Monitor, The NHS foundation trust code of governance, 2014 

While the financial targets for the different types of NHS body are set out differently in the various 
statutes, in essence, all NHS bodies are required to keep their expenditure within their income – to 
live within their means or to break even.  

Board reports must therefore balance information on operational activities with financial information. 
If the focus shifts too much to financial targets, then there is a risk that patient care will suffer – one of 
the reasons for the serious failing at the Mid Staffordshire NHS Foundation Trust, was the focus on 
achieving foundation trust status and the focus on finance that that required4. 

However, if there is insufficient financial information then there is a risk that there will be a financial 
crisis. In 2018, Barking, Havering and Redbridge University Hospitals NHS Trust was placed in 
financial special measures after it became clear that it was about to run out of cash. There were 
many reasons for this, but one of the findings of the subsequent reviews was that financial reporting 
to the board was weak5. The executive summary for the trust’s finance report6 to the board now 
starts with four questions: 

• are we on track to reduce our underlying run rate? 
• are we on track to spend our capital wisely? 
• are we managing our cash effectively? 
• so what? 

 
1 Department of Health and Social Care, NHS Constitution, 2021 
2 HFMA, How to review and scrutinise the numbers during the year, updated 2022 
3 Financial Times, Carillion’s board: misguided or incompetent?, 2018 
4 Francis, Report of the Mid Staffordshire NHS Foundation Trust Public Inquiry: executive summary, 2013 
5 Deloitte, Barking, Havering and Redbridge University Hospital NHS Trust: independent review of board 
governance, 2018 
6 Barking, Havering and Redbridge University Hospital NHS Trust, Trust board papers, May 2022 

https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/publication/board-effectiveness-report-2017.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/327068/CodeofGovernanceJuly2014.pdf
https://www.gov.uk/government/publications/the-nhs-constitution-for-england/the-nhs-constitution-for-england
https://www.hfma.org.uk/publications/details/how-to-review-and-scrutinise-the-numbers-during-the-year
https://www.ft.com/content/2095beca-fb8b-11e7-a492-2c9be7f3120a
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/279124/0947.pdf
https://www.england.nhs.uk/wp-content/uploads/2019/09/BHRUHT_Board_Governance_Review_-_FINAL_Report_for_publication_020818.pdf
https://www.england.nhs.uk/wp-content/uploads/2019/09/BHRUHT_Board_Governance_Review_-_FINAL_Report_for_publication_020818.pdf
https://www.bhrhospitals.nhs.uk/download.cfm?doc=docm93jijm4n4626.pdf&ver=12079
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The report includes detailed reports that set out the income and expenditure position and the balance 
sheet. Also included is a detailed analysis of the trust’s underlying deficit, the key areas of risk and 
the work that is being done to address these issues. Information is reported in tables, narrative and 
graphs (including SPC). 

The information in the financial report should be as up to date as possible. NHS bodies are required 
to submit their financial information to NHS England and NHS Improvement about two weeks after 
the end of each month, some NHS bodies produce their budget reports on working day one of the 
month. Timely reporting will become more of an issue as integrated care boards (ICBs) are 
established as the ICB board will want to assess the financial position of the system as a whole. 

Depending on the timing of the board meeting, the finance report should be for the month preceding 
that meeting. If the meeting is early in the month, then the information may relate to the month 
before.  

Is the integrated report really integrated?  
Many NHS bodies produce integrated board reports that report performance against all key metrics in 
one place – operational and financial. Usually, the financial part of the report is at the end. And the 
finance report is focused on the financial performance of the organisation. However, there is a wealth 
of other financial information available that could be used elsewhere in the board papers. 

While there does need to be a focus on the overall financial position, a truly integrated report would 
include the financial information alongside the operational metrics. So, the staffing KPIs that report 
the levels of agency and bank staff, vacancy rates and sickness levels would also include the 
financial information on the costs of agency and bank staff. Other cost information could be included 
in operational reports. 

This would put the operational metrics into financial context but also would provide a sense check. If 
the numbers of bank and agency staff hours are decreasing, then the costs should also be going 
down and vice versa. 

In the papers to the April 2022 board meeting of Stockport NHS Foundation Trust7, the presentation 
on nursing and midwifery staffing by the chief nurse included slides on finance showing the cost of 
nursing staff as well as SPC to demonstrate the drivers of the financial position. 

Is the financial report fair, balanced and understandable? 
Financial board reports, like the annual report and accounts, need to be ‘fair balanced and 
understandable’8 – the bad news needs to be reported alongside the good. The finance team 
preparing the report need to include all the issues that are causing them concern, even if that 
information has not specifically been requested by the board.  

While the focus is often on the bottom line – the surplus or deficit – this is not the only financial 
metric. Annual accounts include four primary financial statements for a reason – taken together they 
provide a comprehensive picture of the finances of an organisation. Board reports must also provide 
information about cash flows and assets and liabilities.  

In March 2022, the auditor of University of Leicester NHS Trust’s took the highly unusual step of 
issuing a disclaimer on their opinion on the accounts for 2019/209. The auditors annual report states: 

‘During our appointment as auditors we have become increasingly concerned with the 
governance and culture at the trust. We consider that the financial pressure on the trust the 
financial incentives presented by provider sustainability funding (PSF) another similar funding, 
and a lack of challenge of management by the trust board and audit committee has resulted 

 
7 Stockport NHS Foundation Trust, Board meetings, April 2022 
8 Financial Reporting Council, Guidance on risk management, internal control and related financial and 
business reporting, 2014 
9 Grant Thornton, Independent auditor's report to the directors of the University Hospitals of Leicester NHS 
Trust, 2022 

https://www.stockport.nhs.uk/boardmeets
https://www.frc.org.uk/getattachment/d672c107-b1fb-4051-84b0-f5b83a1b93f6/Guidance-on-Risk-Management-Internal-Control-and-Related-Reporting.pdf
https://www.frc.org.uk/getattachment/d672c107-b1fb-4051-84b0-f5b83a1b93f6/Guidance-on-Risk-Management-Internal-Control-and-Related-Reporting.pdf
http://www.library.leicestershospitals.nhs.uk/pubscheme/Documents/How%20we%20make%20decisions/Board%20Papers/(2022)%20-%20Thursday%2031%20March%202022/paper%20C4.pdf
http://www.library.leicestershospitals.nhs.uk/pubscheme/Documents/How%20we%20make%20decisions/Board%20Papers/(2022)%20-%20Thursday%2031%20March%202022/paper%20C4.pdf
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in inadequate governance of the trust. We also consider that the trust has prioritised the 
delivery of the control total rather than accurate financial reporting.’ 

The information presented to the board must include metrics beyond the bottom line. Board members 
need to be able to look at the financial information that they are being presented with and ask 
whether it makes sense taken together.  

Presenting financial information in an understandable way 
Financial information is usually presented in tables of figures and occasionally graphs are used. 
Often financial information is RAG (red, amber, green) rated to try to focus attention on where things 
are going off target. 

Sometimes the amount of red in a table is simply overwhelming. It only indicates that performance is 
not on plan and gives no information on how much, why and for how long. 

More often, SPC is used to better understand trends and movements and whether they are 
significant or not10.  

There is a lot of working going on the use of SPC in financial reporting that is showing that it is a 
useful way of analysing financial information11. However, this will only be of use once the basic 
requirements are met. This means disclosing balance sheet metrics alongside the income and 
expenditure position and explaining the financial position in the round. 

The numbers need to be supported by narrative explanation. The narrative should not simply repeat 
what the table/ graph is saying but should add context and explain why the financial position is as it 
is. The narrative should describe any relevant risks to achieving the financial plan/ budget and 
associated mitigating actions. This is particularly important when reporting a forecast position – the 
impact of risks materialising or mitigating action need to be clearly described along with an 
assessment of the likelihood of those risks materialising.  

It is also important that the narrative is consistent with the data. Often, graphs showing progress 
against cost improvement plans which show that performance is behind target. However, the 
narrative will indicate that all is well and that the programme will be achieved without any indication of 
how. It could be concluded the finance team will be able to manage the financial position without any 
operational changes, which is not the case. 

A plain English explanation of the financial position that is short and to the point will help readers 
understand the financial position.  

Is the terminology understandable? 
The financial regime in the NHS is constantly changing, there are often new acronyms and financial 
incentives. During 2020/21, because of the pandemic, there were two financial regimes in place – 
one for the first half of the year, then a different regime for the second six months. Often NHS board 
reports focus on the changes to the regime and what has changed rather than what the financial 
position is and what needs to be done about it.  

Financial information may have to include some jargon and acronyms. However, it is crucial that 
terms are explained and, where possible, plain English is used. 

Finance staff should remember that terms that are familiar to them may not be familiar to non-finance 
colleagues or even finance colleagues working in a different sector or organisation. 

Examples of terms that are unclear include: 

• CIPs – cost improvement programmes, also called waste reduction schemes and sometimes 
just efficiencies or productivity 

• EBITDA – expenditure before interest, tax, depreciation and amortisation. This was a key 
metric in the oversight framework but is used less these days 

 
10 One NHS Finance, Innovation – making data count (SPC), 2022 
11 Future NHS, Making data count, updated regularly (login required) 

https://onenhsfinance.nhs.uk/the-finance-innovation-forum/innovation-m1/
https://future.nhs.uk/MDC/grouphome
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• H1 and H2 – half 1 and half 2, referring to 2020/21 where the financial regime was different in 
the first six months to the second half of the year 

• ERF – elective recovery fund, introduced in 2021/22 to incentivise acute trusts to increase 
elective work 

• run rate – this term can have different meanings for different organisations. The HFMA 
defines it as a prediction of future financial performance based on current financial 
information. Others mean it simply as the levels of expenditure incurred on a month-by-month 
basis 

• adjustments, technical adjustments – these are red flag terms that should always be 
explained, particularly when material. Financial information should be transparent and 
unexplained adjustments are not clear or transparent. 

 
Conclusion 
There are as many ways of reporting the financial position of an NHS body as there are NHS bodies. 
Usually, financial reports to the board will follow the same format each month without any 
assessment of whether it meets the basic requirements or not. Finance teams and boards should 
review the information that is presented to boards and how that information is presented on a regular 
basis to ensure that the board have the tools they need to make appropriate decisions.  

The following questions could be used when undertaking this review: 

• Is the financial information presented in the round? Are balance sheet metrics and cash flow 
forecasts included along with the income and expenditure information?  

• Does the narrative explain why the financial position is as it is? Do the explanations tie up 
with the operational performance information? 

• Is the narrative in plain English with acronyms and jargon kept to a minimum and clearly 
explained? Would a patient understand the financial position?  

• Does the financial report include comparisons against plan or budget as well as trends over 
time? 

• Are the risks to achieving financial balance explained along with proposed mitigating actions?  
 

As part of this review, looking at other NHS bodies’ reports will provide good ideas. Looking at 
another body’s report also means that there is no underlying knowledge of the financial position and 
the organisation which provides a different perspective on the report.  

We would be grateful for any examples of best practice, please contact us at policy@hfma.org.uk  
  

mailto:policy@hfma.org.uk
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About the HFMA 
The Healthcare Financial Management Association (HFMA) is the professional body for finance staff 
in healthcare. For over 70 years, it has provided independent and objective advice to its members 
and the wider healthcare community. It is a charitable organisation that promotes best practice and 
innovation in financial management and governance across the UK health economy through its local 
and national networks. 

The association also analyses and responds to national policy and aims to exert influence in shaping 
the wider healthcare agenda. It has particular interest in promoting the highest professional 
standards in financial management and governance and is keen to work with other organisations to 
promote approaches that really are ‘fit for purpose’ and effective. 

The HFMA offers a range of qualifications in healthcare business and finance at undergraduate and 
postgraduate level and can provide a route to an MBA in healthcare finance. The qualifications are 
delivered through HFMA’s Academy which was launched in 2017 and has already established strong 
learner and alumni networks. 

© Healthcare Financial Management Association 2022. All rights reserved. 

While every care had been taken in the preparation of this briefing, the HFMA cannot in any 
circumstances accept responsibility for errors or omissions, and is not responsible for any loss 
occasioned to any person or organisation acting or refraining from action as a result of any material 
in it. 

HFMA 
4 Broad Plain, Bristol BS2 0JP 

T 0117 929 4789 

E info@hfma.org.uk  

 

Healthcare Financial Management Association (HFMA) is a registered charity in England and Wales, 
no 1114463 and Scotland, no SCO41994. 

HFMA is also a limited company registered in England and Wales, no 5787972. Registered office: 
110 Rochester Row, Victoria, London SW1P 1JP 

www.hfma.org.uk  
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