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29th January 2015 
 
 
Mr Paul Baumann 
Chief Financial Officer 
NHS England 
 
 
Dear Paul 
 
Thank you for your letter yesterday afternoon, in advance of Friday’s round-table 
meeting. 
 
Your letter refers in two places to previous correspondence early in 2014, which I 
assume was with colleagues in London.  These references bear no relation to the 
process which the Shelford Group Trusts outside London had in place with NHS 
England.  There is no R&D or MFF issue in our process.   
 
The letters which we each received in February 2014 explicitly did invite us to 
bring further substantive evidence to the discussion for 2014/15, which we 
have demonstrably done.  This evidence demonstrates just how moderate and 
measured we have been to date, with our incremental approach simply seeking 
compensating recognition at the rate of our new losses on other NHS funding 
streams, when compared to average shortfalls of £18.5m across each of our six 
Trusts in the tariff funding for costs of treating complex patients in the range of 
services examined in depth. 
 
A focus on the strategic possibilities around specialised commissioning is of genuine 
and significant interest to our Trusts over the medium-term. 
 
However, this cannot be an adequate justification for simply ignoring how much our 
existing overall income is undermined going into 2015/16, by: 
 
 

(i)  the handling which has only latterly been put into place in late November 
2014, on our case for infrastructure funding - an approach now being 
taken which is completely at odds with the processes previously put into 
place jointly, which had recognised the validity of this case progressively 
for the last 2.5 years; 

 
(ii)  that the core national tariff prices for 2015/16 currently make the problem 

a further £3m or more worse, rather than starting to help with addressing 
it as we have consistently been told improvements to the tariff system 
would begin to do; and 

 



 
 
(iii)  the immediate £6m+ adverse impact, for each of the non-London 

Shelford Group Trusts in 2015/16, just from uncompensated Education 
funding losses, compounds the more-than-full-stretch efficiency targets 
built into tariffs across the board, before we even get to worrying about 
the 50% marginal rate; 

 
(iv)  the proposed 50% marginal rate would effectively create a 5.8% minimum 

level of efficiency requirement for specialised providers - on top of the 
above losses - as well as being unsustainable as a basis for providing 
adequate capacity for and access to specialised care in the future. 
 

In summary – we are simply asking for these excessive adverse impacts to be 
mitigated to limit the scale of cash reductions to our income, to the average 
impact described by the national tariff 3.8% efficiency position. 
 
I am sure that there will be adequate time on Friday morning to do justice to all of the 
issues outlined in our exchange. 
 
Yours sincerely 
 

 
 

Sir Michael Deegan 
Chief Executive 
 
c.c.  Simon Stevens 


