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FINANCIAL PLAN 2006/07 - ORGANISATIONAL CONTEXT  
 
 
  
The financial performance of the Trust since its formation in April 2000 has been 
unsatisfactory.  Clearly the position of a further significant deficit in 2005/06 and the 
imbalance in income and expenditure moving into 2006/07 is not acceptable. The 
Board recognises its duty to return the Trust to financial balance and maintain strong 
controls to ensure that in the future care and treatment to patients is delivered within 
the resources available. 
 
Providing the Trust with financial stability has to be managed in the context of 
maintaining performance on the patient care targets (e.g. Waiting times in Accident 
and Emergency Departments, etc.), maintaining patient safety standards, training 
and developing our staff and driving to improve the overall service to patients in an 
era when patient expectations of their local services are rising. 
 
The West Hertfordshire Primary Care Trusts (PCTs) have Financial Recovery Plans 
in place – some of which involve changing the way some patient care is managed.  
Consequently PCTs are reducing their contracts for patient activity with this Trust.  
This amounts to an estimated loss of income to this Trust in 2006/07 of nearly £7m – 
which will increase in 2007/08.  The Trust must now reduce its cost base to match 
this loss of income.  This is not easy in that a very high proportion of the costs relate 
to provision of services by people or are fixed costs related to, for example, hospital 
buildings. 
 
In asking the Board to approve this Financial Plan and associated budgets the 
following issues are acknowledged. 
 

• In order to deliver the Financial Plan control total established by the Strategic 
Health Authority of an in-year deficit of not more than £12m, the Trust must 
deliver £15.3m of savings/increased income.  There is little scope of 
increased income in-year given the local PCTs’ financial positions.  To deliver 
£15m of net cost reductions will be extremely challenging and will require 
investment in this process. 

 
• There is no allowance for the impact of redundancy costs in the plan.  The 

Trust is currently assessing its plans to reduce its workforce and minimise the 
need for redundancies. 

 
• The financial impact of the potential transfer of Plastics and Burns services 

from the Trust is not included in the current financial plan. 
 

• The financial impact of the potential transfer of acute paediatric services to 
the Trust is not included in the current financial plan. 

 



• The Trust still has fragile systems to ensure the collection and accurate and 
comprehensive coding of all clinical activity.  In order to ensure that the Trust 
receives all income due to it will investment in training and infrastructure to 
deliver this objective. 

 
• PCTs and local GPs need to deliver their plans for the delivery of care outside 

of the Trust in a timely and robust manner since the Trust will release the 
costs associated the planned capacity reductions.  

 
 
 
Overall there is a significant level of financial risk attached to the delivery of this 
Financial Plan.    The Board will manage this risk in order to deliver the plan. 
 
 
 
 
 
 
 
 
 
David Law Thom Hanahoe 
Chief Executive Chair 
 

Financial Plan 2006/07  Page 2 of 2 
Trust Board 29th June 2006 


