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FINANCE REPORT FOR ELEVEN MONTHS TO  

28th February 2007 
 
 
1 INTRODUCTION 
 

This report describes the financial position of the Trust for the eleven months 
ended 28th February 2007.  
 
The month 9 report described in some detail the work done to build a ‘bottom-up’ 
forecast based on the latest information on SLA and other income and 
expenditure projections made by Divisions in the PMO meetings (including 
scrutiny by the SHA). This report is a continuation of that approach and provides 
explanation for any changes since last month. 

 
2 KEY MESSAGES 
 

The Trust has a number of key financial targets. Performance in the period of the 
eleven months to the end of February 2007 is summarised below: 

 
• Deliver a balanced Income and Expenditure position – the SHA 

agreed that a balanced I&E is not feasible in the current year and set a 
control total of a £11.5m deficit. Based on known income and costs at the 
time, the Month 9 report forecast a deficit of £14.7m with a commitment to 
achieving the SHA control total of £11.5m. At the end of Month 10 the 
forecast had reduced to £13.5m and now at Month 11 it is at £11.6m. This 
trend can be tracked to a real downturn in costs plus additional income 
from our main commissioners for over performance now agreed at £9m.  

 
• The Trust’s External Financing Limit is £7.3m, which will be met. 

 
• The Trust’s Capital Resource Limit of £11.1m  (gross CRL of £14.7m 

less 05/06 funding of £3.6m used to fund creditors) will undershoot by 
£1.6m relating to schemes only partially complete at the year-end. The 
related cash will be called-down in 2006/07 and be available to fund the 
completion of these schemes in 2007/08. 

 
• We have a target of paying 95% of creditors within the terms of the Better 

Payments Practice Code and we will fail on this target. The Trusts 
performance has improved to 41.76% this month from a low of 6.8% in 
January caused by payment of old outstanding invoices. Cumulative 
position for the year is 16.62%. 
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3 INCOME AND EXPENDITURE 
 
 
3.1 Corporate 
 

Appendix 1 sets out the Corporate Income and Expenditure position for the Trust. 
This confirms that the Trust is £0.3m adrift of the budgeted deficit at this point in 
the year. This is summarised below: 
 

Table 1: Corporate Income and Expenditure Position 
 
  
    Annual Forecast  Proportion Actual Variance 
   Budget Out Turn  of Budget Income/ Adverse/ 
   Income/ Income/   Expenditure Favourable
   Expend. Expend. to 28.02.07 to 28.02.07 to 28.02.07
   £'000 £'000  £'000 £'000 £'000 
          
TOTAL INCOME 218,439 218,942  200,319 201,049 729
          
EXPENDITURE        
Pay  144,204 139,969  132,359 128,721 3,638
Non-Pay  71,923 72,159  66,465 67,210 -745
Unallocated Savings Targets -4,441   -3,871  -3,871
Agenda for Change 638 1,300    0
Depreciation 9,815 9,427  8,997 8,612 385
Total Expenditure 222,139 222,855   203,950 204,543 -594
          
OPERATING SURPLUS -3,700 -3,913  -3,631 -3495 136
          
Dividend Payable -8,100 -8,026  -7,425 -7,362 63
Interest Receivable 300 380  275 360 85
Profit/Loss (-) on Disposal & Impairments 0 0  0 -1 -1
SURPLUS / DEFICIT (-) -11,500 -11,559   -10,781 -10,498 283
 

Further action is being taken to reduce the projected forecast deficit of £11.6m to 
the £11.5m control total deficit – see section 3.6. 
 
 

3.2 Income 
 

Reconciliation 
 
Attached, as Appendix 3 is a reconciliation of the income postings for patient 
related income. Discussions are on-going over a number of issues though 
several issues have been agreed since the last report.  
 
 
 

 



West Herts PCTs 
 
Income expected has been reconciled with the PCT and the forecast shown, 
improved on last month, reflects the agreed position based on a payment of £9m 
above the signed SLA. As previously reported, the additional activity over the 
SLA has a value of an additional £12m to £13m. Although the Trust realises that 
income due is higher than that agreed the final settlement of an additional £9m 
should be seen as a positive achievement. 
 
 
Hillingdon and other PCTs 
 
Income reflects actual performance for the first two quarters, with a pro rata 
assessment for the second half year. Income forecasts are down on the previous 
month as agreements on contracts with East and North Herts, Hertfordshire 
Partnership and discussions with Hillingdon have been taken forward over the 
past month’ leading to the conclusion that there will be a further 
income shortfall of £1.2m 

 
National Levies 

  
The shortfall in forecast outturn against budget reflects loss of income on R&D 
Funding and Junior Doctors top slice. Funding received for merit awards is less 
than expected but this is offset by lower payments to consultants. 
 
Other Income variances 
 
Other SLA and Income amounts reflect the known position as at Month 11. 
Income from Tablet Packing and other Directorate Income were both down by 
£100k and £55k respectively reflecting a quiet and short month. 

 
 
3.3 Expenditure 
 

Overall expenditure and non-pay trends are shown in the graph below:  
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The spend positions reflect the impact of work stream savings over the past few 
months. Pay fell by £221k and Non Pay fell by £1m from month 10 to month 11. 
 

3.4 Ledger reconciliation 
 

As reported last month, a detailed exercise has been completed to reconcile the 
ledger. The figures for both budget and actual are now drawn from the ledger. 
 
Budget changes since the M9 agreed budget reflect three issues: 
 

• Allocation of £162k from Agenda for Change reserve for additional 
payments made in connection with Agenda for Change (Agenda for 
change reduces from £800k to £638k) 

• A reduction of £398k from the ‘Unallocated savings target for savings 
identified (pay and non pay budgets have reduced accordingly) 

• Other virements to reflect Corporate issues pay and non pay budgets with 
a net balance of £516k. 

 
This means that Divisions have allocated a net £516k from revenue for items 
historically funded by reserve. A full record of these changes is available within 
the Finance Department. 
 
It has been concluded that there have been too many budget virements and for 
2007/08 the volume will be significantly reduced. However, the bottom line 
budget and Divisional Control Totals all reconcile. 

 
 
3.5 Divisional performance 
 

Divisional performances are shown on the attached appendices 4.1 to 4.6. 
In summary the divisions have now delivered work stream savings to date of 
£7.0m, confirmed a further £1.3m and forecast further savings of £2.7m to year-
end. 

• Surgery & Anaesthetics Division has under spent its budget for the third 
month in a row. The February under spend was £122k, this has reduced 
the year to date overspend to £663k. 

• Women’s and Children’s Division has continued to under spend. In 
February the under spend was £54k. The cumulative under spend to date 
is now £917k. 

• Medicine Division has under spent £49k against budget in the month, 
year to date is overspent at £424k. Forecast for March month is £48k 
under spend and for the year to March 07 is £377k overspend. 

• Clinical Support Division continues to under spend against budget. 
Month of February is under spent by £88k and year to date is under spent 
by £550k. Forecast for the year is an under spend of £580k.   

• Facilities Division is overspent in February by £12k, reversing an 
improvement in January. The cumulative overspend to date is now £34k. 

• Estates Division continues to under spend, February’s under spend 
being £1k. The cumulative under spend to date is now £161k. 
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3.6 Year-end Forecast and Remaining Risks 
 

To ensure that the control total of £11.5m is met, the Trust will still need to use 
balance sheet flexibility and drive down remaining non-fixed costs over the last 
few weeks of the financial year. There is no room for slippage. 
 
Whilst the improving trend of the forecast is positive news, there remain a 
number of risks that need to be managed if the Trust is to achieve the control 
total deficit. In summary the risks are: 
 

• Although income forecasts have been built based on latest information, 
activity for smaller contracts in particular can be highly volatile 

• Issues around Agenda for Change continue to emerge which may result in 
the need for a higher provision 

• The plan assumes no additional use of the private sector for waiting list 
management 

 
Based on the plan to manage these risks and to utilise all balance sheet 
flexibility, subject to Audit Committee approval, the Trust is forecasting that the 
control total will be met. 

 
 
 
4 OTHER SUPPORTING INFORMATION 
 
4.1 Balance Sheet 
 

This is attached as Appendix 5. This shows that the Trust has total Net Assets of 
£224.8m at the end of Month 11. There are no material changes to report. 
 
 

4.2 Cash Flow 
 

The cash-flow statement (Appendix 6) shows that the Trust has a forecast cash 
balance of £9.6m at the end of month 11 made up of the following:  
 
Dividend to be paid on 15th March    £4.0m 
Capital Funding not yet spent    £2.6m 
Creditor Payment runs (2) up to 15th March  £3.0m 
 
The Trust has a forecast cash balance of NIL at 31st March 2007 which will 
enable it to meet its EFL and also provide a reconciliation between the I/E 
forecast of £11.5m deficit and the Nil cash balance. The detailed cash balance 
can be summarized as follows: 
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                                                                           £000 
Opening Cash Balance                                               0 
Add: 

Income Receipts                                                    228.1 
PDC /Loans                                                             18.5 
Interest/Asset Sales            0.5 

Less: 
Pay Expenditure                                                  (137.8) 
Creditor Payments                                                (91.8) 
Dividends                                                                (8.0) 
Capital          (9.5) 

 
Closing Cash Balance                                                 0 
 
 

4.3 Turnaround Summaries 
These are attached as Appendix 7.1 and 7.2 and show: 

• Divisional work streams savings totalling £11m remain forecasted. 
 
4.4 Capital Spending 
 

Appendix 8 shows that of the gross £11.1m allocations called down for 2006/07 
£6.6m has been spent, leaving a sum of £1.6m to carry forward relating to partly 
completed schemes. 
 

4.5 Manpower 
 

Appendix 9 provides details on manpower information. The Trust has achieved a 
reduction in staff in post of over 8% against the SHA target of 5%. Agency and 
bank spending continue on a downward trend. 
 

 
 
5 SUMMARY 

 
As a result of the tight spending controls implemented within the Trust and in the 
light of the agreement by Hertfordshire PCT to pay an additional £9m towards the 
over performance, the £11.5m deficit control total should now be reached. 
However the risks mentioned in note 3.6 must be managed to ensure that this is 
the case. 
 
 
Ross Dunworth 
Interim Director of Finance and Turnaround 
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