
 

 

 
TB 23.3/13 

Finance Committee 
 

Thursday 14 March 2013 
 

Executive Meeting Room 
 

Present:  Chris Green, Non Executive Director, Chair,  
  Thomas Hanahoe, Non Executive Director, Trust Chairman 
  Katharine Charter, Non Executive Director 
  Sam Jones, CEO 
  Anna Anderson, Director of Finance 
  Natalie Forrest, Chief Operating Officer 
 
In attendance:   
  Louise Gaffney, Director of Strategy & Infrastructure 
  Paul Jenkins, Director for Partnerships 
  Patricia Duncan, Company Secretary (Clerk) 
  Dave Self, Finance 
  Sylvette Wood, Finance 
  Tom Dobrashian, Watford Health Campus 
 
 

1. Apologies:  Sarah Connor 
 

2. Notes of previous meeting 10 January 2013  
 

The minutes of the meeting dated 10 January 2013 were accepted as an 
accurate record. 
 

3. Matters Arising 
 

In response to a question from the Chair, AA reviewed the headlines for the 
2012/13 outturn and noted an encouraging response from the PCT around 
the estate double running costs.  AA believed we should achieve £8.5m of 
savings against the £11.9 target.  Capital Spend was expected to be £3m less 
than plan resulting in £3m more cash at the end of the year.  LG clarified the 
capital spend position. CG asked about assumptions on fines and AA advised 
we have reached an agreement with CCG on the value of activity, net of 
fines.  
  
TH asked what bottom line number would be reported and DS advised that 
the expected surplus was £1.9m, including technical items, but our accounts 
will show a deficit of £0.9m as a result of impairments agreed.  
 
KC asked what figure the CCG would be carrying for the Trust ie extra funds 
beyond the contract in the new year and AA responded we hope to obtain the 
£2.2m for the double running costs of the estates again.   
 
 
 



 

 

4. 2013/14 Financial Plans (including item 5 – savings) 
 
Referring to the slides circulated with the papers, AA noted the proposal to 
secure additional PDC funding from DH for backlog maintenance work.   
 
AA took the Committee through the assumptions informing the draft plan.  
There is a tension between setting a plan that reflects CCG intentions and 
balancing this with the need to ensure internal alignment of capacity, staffing 
and budgets with realistic forecast activity levels, and also having a realistic 
savings target and resources to invest in quality.    
The CCG contract proposal is based on Trust calculations and forecast outturn 
in 20112/13 which is positive, the CCG has also indicated a QIPP target of 
£5.5m which is not currently backed by detailed plans.  TH was concerned 
about the 30% tariff for additional emergency work which is a national issue.  
PJ clarified that the baseline for the 30% tariff had been increased as a result 
of readjustments across the health system in Hertfordshire.  AA noted we have 
received less positive indicators for the continuation of the £2.2m estate 
double running costs but the plan currently assumed this is received. 
 
AA believed that the maximum deliverable savings target for 13/14 was £15m 
and this would be challenging to achieve.  CG was concerned that the plan for 
12/13 had not been delivered and asked for assurance that the target would 
be achieved.   SJ outlined plans to strengthen the project management of the 
savings plan by appointing KPMG to work with the Trust and to strengthen the 
PMO function and tighten accountability arrangements.   SJ clarified that each 
savings scheme would be owned by an Executive lead and NF, as Chief 
Operating Officer, would be charged with ensuring divisional plans were 
agreed and delivered.  NF agreed the outcome of the 12/13 CIP was 
disappointing and felt it was important to divisions to account more. 
 
TH suggested we just reduce the budget available to divisions to deliver 
services.  SJ believed the Trust’s governance systems were not mature 
enough yet, in common with other organisations, to reduce resources to 
divisions and rely on their being able to deliver services and manage risks and 
ensure quality appropriately. 
 
KC was concerned that a savings target of £15m was too challenging in the 
current climate of transition both within and outside the organisation.   KC 
believed we should focus on what in these circumstances it was possible to 
deliver.  AA responded that the organisation needs to weigh up the challenges 
of reducing cost against the competing cost challenges facing the Trust. TH 
noted we cannot submit a deficit budget.  SJ believed we need a halfway 
position - she agreed we cannot propose a deficit based budget and noted 
there were opportunities to make savings eg there are 207 people in the 
hospital with a length of stay of more than 2 weeks.  SJ believed this was 
partly attributable to our failure to manage our patients appropriately.  KPMG 
have been asked to work with the Trust to produce a viable savings 
programme for 13/14 for the May Board meeting.    
 
TH noted that as 60% to 70% of expenditure related to staff costs this should 
be an area of focus for KPMG.  SJ cautioned this must be a looked at in the 
context of delivering services safely and achieved through improvements in 
the clinical pathway as well as staff productivity. 
 



 

 

AA noted that alongside achieving efficiencies there was a need to commit to 
investments to address a number of pressing issues including bed capacity, 
decontamination, IT infrastructure and the Francis report.  AA also noted the 
£1m increase in NHSLA subscriptions.   
 
AA advised the original plan for a surplus of £3.4m was unsustainable and 
outlined the rationale for a recommended surplus of £0.6m. 
 
In summary AA proposed an income plan c£4m above the CCG proposals, a 
savings target of £15m savings target and obtaining a £15m loan.  SJ asked 
for clarification of the implications of not achieving10 days cash so that the 
Board is apprised of the risks associated. 
 
The plan proposed would enable the Trust to achieve the minimum FRR of 3.  
AA also reviewed the Implied Efficiency target and noted that the plan would 
achieve c 4% against the target of 5% set by Monitor.  This remains a 
challenge. 
 
The Committee agreed that the position outlined provided the right balance 
between service quality and finance and positions the Trust to balance short 
term requirements against longer term aspirations for FT. 
 
SJ noted that the list of cost pressures needed further review.  TH noted the 
costs of IT developments and AA explained that potential savings would not 
be achieved until 14/15. CG asked if the budget assumed we work on three 
sites and it was clarified that it does at present subject to changes which don’t 
need public consultation and may be included in the savings plan.   
 
The Executive members present were invited to comment on the plan and PJ 
noted there remain uncertainties with finalising the CCG contract.  LG noted 
the plans reflect work to effect change within the whole health system.  SJ 
noted that at this stage she could not be certain the plan would be accepted by 
the NHS TDA and there was a need to be flexible in order to respond to issues 
raised.  The work KPMG are about to start may lead to changes in the balance 
of the plan.   
 
The Committee noted the proposals outlined in the draft plan and the issues 
yet to be pursued and accepted it was work in progress. 
 

5. Watford Health Campus 
 
CG welcomed TD to the meeting and asked LG to take the committee through 
the plans for the Watford Health Campus and the recommendations she was 
putting before the Committee. 
 
LG noted the Campus plans had been brought to the Committee on a number 
of occasions previously and that her paper outlined the context for the 
development of the Watford Health Campus.  LG noted that advisers had been 
asked to confirm that the proposals represented a fair position for the Trust 
and outlined the key partnership relationships and arrangements. 
 
LG took the Committee through the commitments that will be made at financial 
close.  One issue for the Committee to consider was the need to ensure there 
was sufficient flexibility to ensure the plans could be responsive to estate 
needs emanating from the developing clinical strategy.  



 

 

 
CG asked wehther AA was satisfied as to the value for money of the proposed 
transaction.  LG confirmed the proposals have been externally assessed for 
value for money and confirmation in writing is awaited before taking the plans 
to the Board for final approval.   
 
LG reviewed the opportunities to be derived from the agreement, noting the 
sharing of infrastructure costs which would support the need to fulfil the 
planning requirement for an access road to the AAU, and the achievement of 
an OJEU approved procurement partner.  LG noted issues to address and the 
need to ensure the Car Park business case was agreed.  TD believed the 
issue of delivering the car park was one of the biggest risks.   
 
LG noted the plans would need to align to the clinical strategy work by KPMG 
and the work already undertaken by IHP.  SJ asked for a report on this and 
also queried whether it would be possible to deliver all Trust clinical activity on 
the Watford site.  LG believed this was possible but not in the buildings 
currently available.  LG outlined the plans set against the campus footprint.  
LG confirmed that the Campus Agreement would be put before the Board for 
approval to the March meeting. 
 
The Committee discussed the financial risks associated with the Agreement.  
TD suggested the Agreement removes some of the larger risks to the 
organisation associated with the road.  TH noted if we withdraw from the 
Campus we are committed to providing compensation of £3m.   
 
SJ asked if the proposed development provided best value for money for the 
longer term and for the best interests of the Trust.  TH believed the value of 
the land was less than that obtained through our association with the Watford 
Campus project.  TH noted that the DH did allocate £7m for the road and the 
Trust’s contribution is £9m.  WBC was funding the extra £2m on an interest 
free basis until there is a significant redevelopment at Watford to support the 
Trust.  AA agreed overall the agreement about the road was beneficial to the 
Trust but felt the trust needs further assurance from advisers about the issue 
of land equalisation.   KC believed the road and rail access would open up our 
catchment area and this could bring challenges. 
 
SJ remained concerned about the basis of the costs to the organisation and 
asked that the paper put before the Board reflected that the agreement was 
proposed based on sound consideration of risks and benefits.  SJ also thought 
that the first change to the site should be a clinical building not offices.  It was 
agreed that the proposal should be taken to the Board for approval, ensuring 
the Board is apprised of the risks and opportunities associated with it.  It was 
agreed that the decision would be taken in Part 1 but a session would be 
required to part 2 to review commercially sensitive details. 
 

6. IT Infrastructure 
 
LE attended for the item put before the Committee to approve the 
commencement of the procurement process for the IT infrastructure 
improvements.   SJ asked that we ensure we procure on output rather than 
input.  TH noted the costs of the procurement and asked if it was possible to 
match that expenditure through later staff savings.  SJ believed it was not 
possible to answer that at the current time.  TH noted the most difficult 



 

 

element would be the impact on working practices and staff training 
consequences.   
 
LE advised the Board that current expenditure projections were likely to be 
understated eg because some licences are currently free through the 
Microsoft enterprise agreement which will come to an end soon.  AA 
reinforced the need for confidentiality in relation to the outline figures.  The 
Committee agreed to proceed to procurement and it was confirmed this 
decision was not required to be put before the Board. 

 
7. Short Term Cash Management 

 
DS took the Committee through the short term cash position.  His best 
estimate was that a year end balance of £3.3m would be achieved.  DS 
clarified that the loan application would be made to the NHS TDA once the 
annual plan for 13/14 had been agreed.   
 

8. CHP Business Case 
 

LG clarified that Chair’s action approval had been sought for this case and 
explained the circumstances in which the Business Case was not completed 
to support the expenditure.  AA stated that the case did not reflect the £0.75m 
saving that was anticipated when the application for PDC was submitted in 
early 2012 and that the costs were expected to come don from the net cost of 
£50k pa shown in the business case.  CG agreed that the Committee would 
note the approach taken to approval.  
 

9. Maternity Business Case 
 

CG noted his concerns about the recommendations.  LG clarified the 
recommendations related to the complications inherent in this development 
following an award of funding to improve the Birthing Unit.  The Committee 
agreed the approach taken but reiterated the need to uphold the principles of 
competitive tendering and to underpin this with appropriate procurement 
practices. AA asked the Committee to reiterate the importance of the division 
managing any risk and keeping total spend within the funding provided by the 
DH. 
 

10. Reference Costs 
 
The Committee noted the final reference costs which were close to the draft 
ones seen last year and agreed that the information should be used to support 
the identification of efficiencies in 13/14. 
 
Board Financial Report – update 
 
AA alerted the Committee to best practice relating to financial reporting and 
the changes needed locally. It was agreed that there would be opportunities 
for board directors to consider new reporting formats before a final version is 
presented by the new Finance Director. 
 

11.  Terms of Reference 
 
The Committee reviewed the Terms of Reference and agreed to propose them 
for consideration and approval by the Board – PD noted all sub-committee 



 

 

terms of reference were likely to have changes to membership but these 
would be clarified for the Board.  The principles and scope outlined in the 
current terms of reference were approved by the Committee. 
 

14. AOB – none. 
 

15. Date of next meeting:  28 May 2013 
 
 
 

 


