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Public Board Meeting, 26 January 2012 
 

Financial Plan for 2012/13 

Presented by: Anna Anderson, Director of Finance 
 

1. Introduction 

The Trust’s current five year financial plan is set out in the Integrated Business Plan (IBP) 

which the Board reviewed in November 2011 and signed off in December 2011 as part of the 

Foundation Trust (FT) application. This paper summarises the elements that relate 

specifically to 2012/13 and also sets out the work in progress to finalise the plan so that it 

can be approved by the Board at its March meeting. 

2. Statement of Comprehensive Income (Income and Expenditure Account) 

The Trust expects to achieve its planned surplus of £3.6m (plus a technical gain of £1.5m, 

bringing the total up to £5.1m) in 2011/12 and this forms the starting point for 2012/13. A 

summary statement of comprehensive income for 2012/13 is attached.  

2.1   Income 
 
Activity and income plans are summarised below: 
 

Expected activity and income 2012/13   

      2011/12 2012/13 Change 

Activity 
Forecast 

Spells/Attendances 
Estimated 

Spells/Attendances   

Elective 36,617  36,759  142  

Emergency 40,970  41,718  748  

Outpatient 395,291  389,096  -6,195  

A&E 96,968  95,968  -1,000  

        

Income £m £m £m 

Elective 48.0 47.6 -0.4  

Emergency 77.9 78.0 0.1  

Outpatient 50.7 49.3 -1.4  

A&E 9.0 8.9 -0.1  

Non PbR 43.1 43.2 0.1  

        

Total Income 228.8 227.0 1.8  
 

 
The table above reflects discussions about activity levels with NHS Hertfordshire 2/3 months 
ago, in advance of contract negotiations, and these estimates will change. It shows that 
outpatient activity is expected to reduce, reflecting continuing demand management 
initiatives, with increasing elective and emergency activity, again in line with experience in 
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2011/12. The A&E reduction looks unlikely now. Final activity levels will reflect agreed QIPP 
initiatives and it will be important that these are realistic as possible so that Trust and PCT 
plans can be aligned as closely as possible. 
 
Income will be determined by agreed activity levels, application of the new tariff and any 
local agreements about variations from tariff. The impact of the draft Payment by Results  
tariff is currently being modelled internally, and by the PCT, to determine whether the net 
impact on the Trust will be -1.5% as indicated in the Operating Framework. The -1.5% is 
based on an expected 2.5% increase in costs offset by 4% efficiency. Changes within the 
tariff include: incentives for day case treatment and for reductions in follow up outpatient 
appointments, and an increase in the number of best practice tariffs. CQUIN (quality) income 
is increasing from 1.5% to 2.5% and this will be linked to new quality improvement targets 
which are likely to require some investment.  
 
The contract negotiation process has just started and meetings are scheduled to cover the 
range of issues required in order to have a contract agreed in March. As part of this process 
the Trust is keen to move away from the marginal rates for elective work which have been in 
place this year. Representatives of Herts Valley CCG will be involved in the negotiation 
process, which will largely be driven by PCT staff while the CCG is being established. 
 
2.2 Expenditure 

 
The starting point for the financial plan in the IBP is forecast outturn for 2011/12. Detailed 
work on setting budgets is underway as part of the overall business planning process and 
this will confirm non recurrent and full year effect changes which need to be reflected in the 
plan. Draft budget proposals will be reviewed during February. A key driver of expenditure is 
activity and this is not likely to be finalised until March so there will have to be an iterative 
process to agree spending plans that match expected activity. 
 
Within the IBP the main assumptions are: 

 General cost increases of 2.5% in line with national guidance 

 Local cost pressures of £4m, the main areas where investment will be required 
include: midwifery – increasing the midwife:birth ratio to 1:30, decontamination, loss 
of transformation funding for CDU and surge facilities 

 Savings of £13m as outlined below. 
 
3. Savings 
 
The savings target for 2012/13 is £13m, which includes the £3.9m impact of non recurrent 
savings in the current year. The Trust also expects to achieve £2.5m full year effects of 
savings schemes started part way through 2011/12 and the largest element of these relates 
to productivity. Details of proposed savings are in the IBP and are not reproduced here. The 
Trust is much further advanced with savings plans than it was at this time last year. Outline 
plans are being working up into detailed schemes so that these will be ready to start at the 
beginning of the new financial year. A number of lessons have been learned from 
experience in 2011/12 and these have been discussed at the Finance Committee and are 
being reflected in planning for 2012/13.  
 
4. Surplus 

 
The Trust plans to achieve a surplus of £2.8m which is just over 1%, achieves a risk rating of 
3 and which will provide sufficient cash to cover loan repayments of £2.3m, assuming loans 
are rescheduled on 30 September. 
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5. Capital  
 
Funding for the capital programme is set at £8.6m which is mainly based on depreciation of 
£7.4m, and £0.9m ‘invest to save’ to deliver savings plan. The final decisions on how capital 
funds are used will be informed by the business planning process and a corporate 
assessment of priorities. 
 
6. Cash and loan rescheduling 

 
Cash plans are reviewed at every Finance Committee and the Board is aware that the 
2011/12 year end cash balance will be low, at £0.5m, due to the delay in rescheduling the 
Trust’s loans. It is expected that, with the support of NHS Hertfordshire in agreeing a 
contract payment profile, cash levels of 5 – 10 days ie £3m - £6m can be achieved in the first 
half of the year. After that, assuming the FT application is approved and loan rescheduling 
goes ahead on 30 September, cash levels should be maintained at around 10 day ie £6m - 
£7m. 
 
The plan assumes that rescheduling achieves the benefit originally proposed in the summer 
of 2010. As the Trust will have made £9m of further repayments of principal in the 
intervening period, a net receipt of £9m is expected in order to improve cash levels as 
originally planned and to improve liquidity.   
 
7. Overall Financial Risk Rating 

 
The overall risk ratings that will be achieved through this plan are shown below and for 
2012/13 are the same as for 2011/12. The liquidity ratio is fixed at the preceding year end so 
the Trust will not be able to achieve a rating of more than 2 on this measure. Trusts are 
allowed one rating of 2 and still get an overall rating of 3. 
 

Financial Risk Rating         

     Criteria Metric   2011/12 2012/13 

Underlying Performance EBITDA margin %   3 3 

Achievement of plan 
EBITDA achieved 
%   3 3 

Financial Efficiency Return on assets %   4 4 

  
I&E surplus margin 
%   3 3 

Liquidity Liquidity ratio days   2 2 

          

Overall Rating Overall rating   3 3 

      
8. Conclusion 

 
The Trust has the basis of a strong plan for next year, this will be developed further over the 
next two months to produce a budget for the board to approve in March, alongside approval 
of the overall Annual Plan. 
 
 
Anna Anderson 
Finance Director 
18 January 2012 
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Statement of Comprehensive Income (I & E Account)     

      2011/12 2012/13 

NHS Acute Activity Revenue £m £m 

Elective 
 

  48.0 47.6 

Non Elective   77.9 78.0 

Outpatient   50.7 49.3 

A&E 
 

  9.0 8.9 

Other 
 

  43.1 43.2 

Total Acute Activity Income 228.8 227.0 

  
 

      

Total Non NHS Clinical Income   2.6 3.2 

  
 

      

Total Other Operating Income 27.7 26.0 

  
 

      

Total Income   259.1 256.2 

  
 

      

Operating Expenses       

Employee Benefits Expense (164.8) (158.4) 

Drug Expense   (15.2) (15.5) 

Clinical Supplies   (22.9) (23.0) 

Non Clinical Supplies (41.5) (44.9) 

  
 

      

Total Operating Expenses (244.4) (241.8) 

  
 

      

EBITDA     14.7 14.4 

  
 

      

Surplus from Operations Margin 6% 6% 

  
 

      

Non-Operating Income     

Gain on asset disposals 0.5 0.0 

  
 

      

Total Non-Operating Income 0.5 0.0 

  
 

      

Non-Operating Expenses     

Interest expense on loans and leases (1.2) (1.0) 

Depreciation & Amortisation (7.2) (7.4) 

PDC Dividend   (3.2) (3.2) 

Net Impairment Reversals 1.5 0.0 

  
 

      

Total Non-Operating Expenses (10.1) (11.6) 

  
 

      

Surplus (In 2011/12 this includes a £1.5m technical benefit) 5.1 2.8 

  
 

      

Net Margin   2% 1% 
 


