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NHS Constitution:
(How it impacts on any
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In determining this matter, the Board should have regard to
the Core principles contained in the Constitution of:
Equality of treatment and access to services
High standards of excellence and professionalism
Service user preferences
Cross community working
Best Value
Accountability through local influence and scrutiny

Background Details
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Background
Following the end of each financial year, a reference cost submission is made
by each provider, as a formal record of the cost of its services. The
submission is completed according to national guidance, and is fully
reconcilable to the Trust’s accounts. The submission enables cost
comparisons to be made at a national level.
For the first time, the DoH is adding a requirement for Boards or their Audit

Committees to approve the costing process that supports the reference cost
submission. This approval is required in advance of the reference cost
submission, and therefore is being sort through this report.
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Requirements of the Reference Cost process
The Trust Board is required to consider and confirm the following :(a) costs will be prepared with due regard to the principles and standards set
out in Monitor’s Approved Costing Guidance
(b) appropriate costing and information capture systems are in operation
(c) costing teams are appropriately resourced to complete the reference costs
return accurately within the timescales set out in the reference costs guidance
(d) procedures are in place such that the self-assessment quality checklist will
be completed at the time of the reference costs return.

Reference Cost Assurance at RWT
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The Trust’s costing department complete the annual reference cost return
with due regard to the national costing guidance.
The Trust’s reference cost process was audited in 2009-10, by external audit,
as part of a national exercise. The production of reference costs was
assessed as being adequate, and an action plan was agreed and
implemented with a view to further improving the costs produced by the Trust.
The implementation of the Patient Level Information & Costing System
(PLICS), which allows more sophisticated methods for the allocation of costs
with the use of an increased number of feeder systems, is a significant
development which improves the accuracy of the costing process. The
PLICS will be used to produce the reference cost submission for 2012-13.
In order to assure the committee of adherence to costing guidance, the
following details the Trust’s position:
The Trust’s current position regarding (a)-(d) above is as follows:
(a) Costs will be prepared with due regard to the principles and
standards set out in Monitor’s Approved Costing Guidance
The implementation of PLICS, which will be used to produce reference costs
for 2012-13, has been implemented with due regard to the principles and
standards. Service Line Management reports have been distributed monthly
to clinicians and service management teams since May 2010 and this has
contributed to improvements in costing to better meet the requirements of the
principles and standards.
The PLICS system supplier is ensuring that the current system is up to date
with the most recent costing guidance.
For information the principles and standards are as follow:Principle 1 – Stakeholder Engagement
Principle 2 – Consistency
Principle 3 – Data Accuracy
Principle 4 – Materiality
Principle 5 – Causality and objectivity (Costing should be based on
an understanding of causality to minimise its subjectivity)
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Principle 6 – Transparency (Costing should be transparent and
auditable)

Standard 1 Classification of direct, indirect and overhead
Standard 2 Creation of cost pools groups and cost pools
Standard 3 Allocation of costs
Standard 4 Classification of costs into fixed and variable
categories
Standard 5 Work in progress
Standard 6 Treatment of income
Standard 7 Treatment of non-patient care activities
Standard 8 Data integrity
Standard 8a Data matching
Standard 9 Quality assessment and measurement
Standard 10 Audit

(b) Appropriate costing and information capture systems are in
operation
The Patient Administration System (PAS) and the majority of the
departmental information capture systems in the Trust have already
been used for several years in compiling Reference Costs. The new
PLICS is using nine major data sets e.g. CDS data, A & E, Ward
Stay, theatres, Radiology, pathology, pharmacy, community and
income data, and ten minor systems.
These systems have been setup for costing in the PLICS system by
the supplier and we are now in the process of validating the
information. All of these systems will be used for the preparation of
reference costs, in 2012-13, and will be sufficient to improve the
accuracy of the Trusts reference costs.

(c) Costing teams are appropriately resourced to complete the
reference costs return accurately within the timescales set out in
the reference costs guidance
The reference cost submission is managed according to an internal
timetable to ensure that the submission is produced, validated, and
signed off, prior to submission on the 17th July.
Due to the PLICS system being used for the first time to produce
reference costs the PLICS supplier is being engaged to provide
support to the costing team in the production. This provides further
assurance to the process of completion, but has required additional
resources, over and above the recurrent level.
(d) Procedures are in place such that the self-assessment quality
checklist will be completed at the time of the reference costs
return.
The self-assessment procedure, currently in place, includes checks on
costs, activities, output of unit costs and data quality. Last year this
was completed by reconciling with the final accounts and SLAM and
engaging with the information team, financial management teams and
service management teams. The teams also investigated anomalous
draft results including those highlighted by the Audit Commission’s
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National Benchmarker. Internal management checks provided
assurance on data quality and the reliability of the costing system. We
will continue with these approaches.
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Next Steps
The process outlined above will be followed by the Costing team in order to
successfully submit Reference Costs in mid-July.
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Recommendation
The Board is recommended to approve the costing process that supports the
reference costs submission.

Page 4 of 4

