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FINANCE AND PERFORMANCE 24TH APRIL 2006 
 

INTERIM FINANCIAL REPORT FOR YEAR DATE 
 
 
As the Trust is in the process of closing the final accounts, this paper reports the 
financial position of the Trust for the year to date. 
 
The year-end forecast has been a deficit in the range of £27m to £30m; based on 
current information it is probable that the deficit will not be more than £28.6m. 
 
With regard to the Trust’s other financial duties, the Trust has managed the cash 
position over the year end with assistance from the NHS Bank.  The achievement of the 
Better Payments Practice Code was at 26.5% at the end of March.   
 
 

1 Overview of the Trust’s Corporate Financial Duties 
 
Table 1: Summary of Financial Duties, position for the year to date and forecast year-end position 

Financial duties 
 

 

 Forecast position at the end of 
March 2006 

Achievement of 
target? 
 

Financial Management 
 
Year end income and 
expenditure position not to 
exceed a deficit of £19.3m 

  
 
£28.6m deficit against plan of £19.3m 
deficit  

 

 

Cash Management 
 
External financing limit (cash 
management)* 
 
 
 
 
Better Payments Practice Code 
(target 95% minimum) 
 

  
 
EFL at 31/03/06 is £14,889k  
 
Cash balance c£0 
 
Payments –  
Number 31% 
Value 31% 

 
 

 
 
 
 

Capital Management 
 
Capital cost absorption rate of 
3.5% & Capital resource limit 
(CRL)*  
 

  
 
CRL at 31/03/06 is £9,538k 

 
 

 
 

*The capital resource limit (CRL) is the amount of capital funding allocated to the Trust for each financial 
year; the external financing limit (EFL) is the amount of cash available for the Trust to fund the CRL 
(CRL less planned depreciation) 
 
 
 
 
 
 
 
 
 
 



2 Corporate Financial Duty 1 – Financial Management 
Outturn income and expenditure position not to exceed a deficit of 
£19.3m 
 
 

2.1 Summary of the Position 
The Trust is in the process of finalising the accounts for the year ended 31st March 
2006, which should be completed by 15th May.  The draft accounts position, as 
reported to the DoH and subject to audit will be reported to the Finance and 
Performance committee at the next meeting.  The audit of the accounts will be 
completed by the end of June when the final accounts have to be submitted. 
 
The current indications are that the final position will be a deficit of £28.6m against 
the agreed deficit of £19.3m.  When the accounts are finalised the position against 
each budget will be reviewed and the reasons for the overspent budgets will be 
reported to the Finance and Performance Committee. 
 
This position is subject to the finalisation of the treatment of a number issues that 
have still to be resolved: - 
 

• Advance from NHS Bank 
The “arrangement fee” for the cash advance of £12.1m during the year as 
reported in 3.1 below has not been finalised.  In the past there has been no 
charge associated with a temporary cash advance.  However when the advance 
for the final £6.1m was made the NHS Bank introduced an arrangement fee for 
the advance of 10% to be taken from next year’s cash allocation.  The SHA has 
not agreed with the DoH and the NHS Bank how this will be treated and in which 
financial year the costs will be charged. At this stage the charge to the Trust 
could be between £1.2m and zero.  No provision for this amount was made in the 
forecast. 
 
• Transfer of Services 
The final position on the arbitration over the financial arrangements for the 
transfer of cancer services to East & North Herts NHS Trust as from 1st April 2005 
are still to be completed. 

 
• Final Activity Agreements 
The final negotiations with PCTs on over and under performance have still to be 
completed when the Trust reports the final activity position for the year against 
each PCT. 

 
• Income adjustments for over/under performance and coding issues 
In the £28.6m deficit figure it has been assumed that the West Herts PCTs will 
pay the expected level of funding within the SLA and not withhold funding in 
respect of uncoded episodes of care (see section 2.3 above). There is potentially 
a significant amount of income due from Watford and Three Rivers and Dacorum 
PCTs for over performance.  This is currently being challenged by the PCTs. 
 
• Technical Adjustments 
It is not anticipated that there will be any technical adjustments to the final 
position relating to the accounting treatment of any of the decisions of the Board 
associated with the reduction of the deficit over the next three years as no 
decisions have yet been made. 
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2.6 Year End Forecast 
 
 
The year-end forecast included the Financial Recovery Report to the September 
2005 Trust Board was in the range £26.6m deficit to £32.9m deficit, with the most 
likely position, based on the information available at that time, being a deficit for the 
year of £29.5m. 
 
The Trust worked with PricewaterhouseCoopers over the period October to January 
2006 to produce a Turnaround Plan and as part of this work the year-end forecast 
was updated to be in the range of £27m deficit to £30m deficit with the most likely 
position being £28.6m. 
 
A summary of the year-end forecast position is shown in table 7.  
 
Table 7: Year end forecast 

Income
SLA income 167.7 168.4 0.7
Non contracted activity 12.2 12.2 0.0
Inter Trust Income 10.6 11.3 0.7
Private Patients 3.3 3.4 0.1
Other Divisional Income 17.2 16.9 -0.3

Total income 211.0 212.2 1.2

Expenditure 
Medicine 48.6 51.9 3.3
Surgery 56.8 59.8 3.0
Women's services 15.8 16.0 0.2
Clinical support 31.4 33.2 1.8
Facilities, estates & corporate 52.4 53.5 1.1
Depreciation 8.0 8.5 0.5
Other 9.8 10.4 0.6

Total expenditure 222.8 233.3 10.5

Operating deficit -11.8 -21.1 -9.3

Dividends/interest -7.5 -7.5 0.0

Trust deficit -19.3 -28.6 -9.3
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3 Corporate Financial Duty 2 – Cash Management 

 
Meet the External Financing Limit (EFL) 
Pay at least 95% of invoices within 30 days (Better Payments Practice 
Code) 

 
3.1     Cash management to meet the EFL  
 
The Trust had a Nil cash balances at the end of March 2006.  This reflects the NHS 
income in advance received and the movement of creditors at month 12 by £19.0m 
from the start of the year to cash manage the deficit of £28.6m. 

 
Following receipt of £6m in December 2005, the Trust received a further £6.1m from 
the NHS Bank in March, making a total of £12.1m.  The Strategic Health Authority 
heard formally from the NHS Bank on the 1st February they would provide additional 
cash only support of £45 million across the SHA, the full sum that the SHA had 
requested.  This will be reversed in 2006/07, together with an ‘interest 
charge/arrangement fee’ of 10%.  The accounting arrangements for this fee are still 
to be finalised.  
 
Creditor terms are currently being held at 70 days, the additional funding received 
should reduce the risk of requiring to extend these terms further.   Specific payment 
schedules have been agreed with major creditors such as Medicinq-Osborne 
(capital), Medirest and NHSLA.   
 
In order to achieve the forecast nil cash balance at the year-end the Trust has: 
 

• Delayed parts of the capital programme and manage capital expenditure 
 

• Ensured all income due to the Trust was received as quickly as possible.  
Unfortunately other NHS organisations across the country are experiencing 
similar cash flow problems and so are not in a position to settle their bills from 
us. 

 
• Extended general creditor terms to 70 days and therefore failed to meet 

“Better Payment Policy” targets. 
 
• Carefully manage its creditor payments to maintain cash balances. 
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Table 10: Management of cash position 

Original Plan
Forecast 
31/03/06

£m £m

Deficit per I&E forecast -19.3 -28.6
Plus:
Capital funding b/fwd 2004/05 -6.2 -6.2
Repayment of brokerage via PDC -1.8 -1.8
Repayment of short term loan -2.4 -2.4
Less:
PDC received to fund 2004/05 deficit 10.5 10.5
NHS Bank funding 0.0 12.1
Additional PDC (Depreciation I/E v EFL) 0.7 0.7

Cash Shortfall -18.5 -15.7

Managed by:
Capital programme delay to 2006/07 0.0 3.3
Capital payments delayed by agreement 0.0 2.2
Extension of trade creditor terms 18.5 7.3
Extension of NHS creditor terms 0.0 1.2
NHs income in advance 0.0 1.7

Forecast balance 0.0 0.0  
 
3.2 Pay at least 95% of invoices within 30 days 
 
At the end of March 2006 the cumulative number of invoices paid within 30 days was 
23,523 representing 30.9% of the total bills paid. The national target is 95%. The 
cumulative value of invoices paid within 30 days was £20.144m equating to 31.02% 
of all bills paid against the national target of 95%.   
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4 Corporate Financial Duty 3 – Capital Management 

To manage capital expenditure to meet the capital resource limit (CRL) 
and achieve a capital cost absorption rate of 3.5%  
 

The planned capital programme and spend for the year ended 31st Match 2006 is 
£9.2m.  It is not anticipated that any further commitments against the capital 
programme will be identified prior to the finalisation of the accounts. 
 
The Trust’s capital programme has been reviewed several times during the year and 
there has been a total reduction of £2,160,000 in the programme over the year.  It is 
considered unlikely that any additional reduction can be made in the forecast capital 
expenditure to the year-end.  
 

• £11,411,000 – Capital Programme approved in April 2005 
• £9,251,000 – Revised Capital Programme as at February 2006 

 
A breakdown of the key changes by sub programme was attached as appendix 9 to 
the finance report to the January Trust Board. 
 
 
5 Action by the Trust Board 
 
The Trust Board members are requested to review this report and note the 
anticipated financial performance for the year to 31st March 2006. 
 
 
 
 
COLIN PEEL 
HEAD OF MANAGEMENT ACCOUNTS 
18th April 2006 
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