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Agenda Item 66/13 
 
Trust Board 26 September 2013 
 
Month 4 Finance Report 
 
Presented by: Patrick Butterworth, Finance Director 
 

 
Purpose  
 
This report summarises the Trust’s financial position at the end of Month 4 (July 
2013/14) and sets out actions required to improve the financial position. 
 

Key Financial Indicators 
 

2013/14 Month 4 YTD RAG Page 

Financial Performance (£0.8m) deficit R 2 

Savings £1.9m delivered R 3 

Monitor Financial Risk Rating 2 R 5 

Liquidity (Net Current Liabilities) (£9.8m) R 4 

 

Executive Summary 
 
In July the Trust delivered a surplus of £0.1m which reduced the year to date (YTD) 
position from a deficit of £0.9m to a deficit of £0.8m. Year to date, there is an adverse 
variance to budget of £1.9m. 
 

July £m  July YTD £m 
Budget Actual Variance  Budget Actual Variance 

22.6 22.8 0.2 SLA Income 86.6 87.6 1.0 

2.3 2.3 0 Other Income 9.6 9.4 (0.2) 

15.3 15.5 (0.2) Pay 60.2 61.3 (1.1) 

7.5 8.5 (1.1) Non-pay 30.6 32.3 (1.7) 

1.1 1.1 0 Financing 4.3 4.2 0.1 

1.1 0.1 (1.0) Surplus / (Deficit) 1.1 (0.8) (1.9) 

 
 
The YTD adverse variance to budget comprises: overspends on pay of £1.1m and on 
non-pay of £1.7m partially offset by an over recovery of income by £0.9m. The 
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income over performance relates to non-elective and outpatient activity consistent 
with the trend from previous periods. The pay overspend substantially relates to: 
medical and nursing spend due to increased activity (£0.5m) and additional staffing 
to meet safe staffing standards (£0.6m). The non-pay overspend includes additional 
high cost drugs spend (£0.5m) (offset by additional income as recharged to 
commissioners) and increased medical supplies costs (£0.7m) due to activity and 
case mix. 
 
The current value of savings identified totals £12.1m (versus the target of £15m) with 
£11.2m of this signed off and removed from budgets. The Trust is still targeting 
delivery of the £15m savings target and has increased support to and monitoring of 
the savings programme. 
 
The year to date £0.8m deficit is £2.6m less than the planned surplus of £1.8m 
submitted to the Trust Development Authority (TDA). 

 £0.7m relates to the difference between the internal budget profile and the 
final TDA plan submission. As previously advised, the TDA plan was 
submitted prior to the finalisation of savings and cost pressures in the Trust’s 
budgets. The TDA was notified at the time that the phasing of internal plans 
would be revised to reflect these. 

 £0.6m is due to the additional costs of the ward establishment review. 

 £0.2m relates to delay in delivering savings compared to budget. 

 £1.1m relates to the net cost of delivering activity in excess of plan.  
 

The Trust is in the process of re-forecasting its FY14 outturn in conjunction with 
Hertfordshire Valleys CCG and the Trust Development Authority. 
 
Excluding the remaining £5m of the public dividend capital provided by Department 
of Health for the link road, the Trust’s cash balances was £3.6m at 31st July 2013. 
This equates to 5 days’ operating expenses which is lower than the cash holding 
which the Department of Health expects Trusts to hold.  
 
The Trust continues to work collaboratively with the TDA/Department of Health to 
ensure the appropriate long term funding plan is in place with positive progress to 
date. The Trust’s cash forecast assumes: 
 

 a successful outcome to the Trust’s application for funding 

 that the Trust will not be asked to repay £6.9m prompt payment from NHS 
Hertfordshire in respect of FY13 outturn.  

 

1.  Income and Expenditure Position 
 
1.1 Contract income over performance of £1.2m relates to non-elective (NEL) 

activity within the medical division and outpatient activity. The medicine 
division discharged 139 more non-elective patients than planned in July (684 
year to date).  NEL activity above our agreed commissioning contract value is 
only paid at 30% of tariff due to the NEL threshold mechanism. This means 
that £2.8m of income was withheld which causes additional cost pressure.  
 

1.2 Outpatient income is also above plan, by £0.5m and referrals to June1 were 
more than 14% higher than the comparable period last year. Management of 

                                            
1
 Figures are available one month in arrears 
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patient referrals across the health system continues to be discussed with 
Hertfordshire Valleys CCG. 
 

1.3 Elective surgical activity remains below plan due to the continued pressures 
from non-elective activity. This is an area of focus to ensure waiting lists are 
managed effectively. The median waiting time for inpatient activity is 
increasing in most specialties. Surgical expenditure has not reduced in line 
with lower activity due to complexity of case mix. 

 
1.4 Pay is overspent by £1.1m and mainly comprises; 

 £0.6m relating to the necessary increase in the ward establishment by 
102 WTE. This has substantially increased the nursing vacancies and 
covering these posts with agency staff incurs a premium cost element. 
The Trust has reacted by accelerating recruitment programmes and 
widening the catchment area to secure appropriate staff to reduce and 
then eliminate this excess premium cost. 

 £0.5m due to increased activity levels and shift in the case mix 
towards non-elective activity. 

 
1.5 Average Whole Time Equivalent (WTE) worked from April to July were 3,953. 

This compares to a 2012/13 average of 3,875. Agency and bank spend has 
increased month on month primarily due to meeting the increased Ward 
establishment. The YTD cost is £8.5m (April £1.9m, May £2.1m, June £2.2m, 
July £2.3m). This is illustrated on the chart in Appendix 3.  

 
1.6 The main items within the £1.7m year to date adverse variance in non-pay 

are; medical supplies (£0.7m), drugs (£0.5m) and premises (£0.2m). 
Additional spend on medical supplies is mainly due to case mix in 
orthopaedics (£0.3m) and cardiology (£0.1m). The drugs overspend is in the 
clinical haematology, rheumatology and sexual health specialties and is offset 
by income received from commissioners to cover this cost.  

 

2.  Delivery of Savings 
 

Plans by Division (£m) Trust position (£m)

Plans compared to target 
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2.1 The Trust continues to work towards identification and delivery of the targeted 

savings of £15m. Outline plans identified equal £12.1m of which £11.2m has 
been signed off and removed from budgets. The £11.2m includes £5m of 
schemes currently rated high risk using the Trust’s risk assessment criteria.  
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2.2 The Trust continues to focus on delivery of the savings programme and has 
increased the monitoring and support to the programme as follows: 

 Weekly executive lead divisional savings performance reviews 

 Fortnightly meetings with the executive leads for cross-cutting schemes 

 Strengthened savings project management office support. 
 
2.3 The remaining £3.8m of the savings target has not been reflected in divisional 

budgets and is not reflected in the month 4 figures.  
 
2.4 Savings delivered in July totalled £0.5m, increasing the year to date delivery to 

£1.9m. The year to date savings achieved is £0.2m less than planned.  
 

3.  Cash  
 
3.1 The Trust’s current cash holding is £8.6m which equates to 11 days of 

operating expenses. Excluding the remaining £5m of the public dividend 
capital provided by Department of Health for the link road, the cash balance 
would be £3.6m, 5 days’ operating expenses. A minimum of 10 days is 
required to meet Department of Health cash management requirements. The 
Trust’s forecast cash balances for 2013/14 are shown below: 

 
 

 
 
3.2 The cash and liquidity forecast figures reflect the position agreed with the 

Trust Development Authority in respect of the planned surplus, capital 
spending, loan repayments and funding receipts. The cash forecast assumes 
a successful outcome to the Trust’s application for funding. The forecast cash 
balances include the planned payments for the link road to Watford Council 
and that the Trust will not be asked to repay the £6.9m prompt payment from 
NHS Hertfordshire in respect of FY13 outturn. 

 
3.3 Capital spend year to date totals £5.2m against a full year plan of £16m. 

Further information on cash, including analysis of liquidity and a balance 
sheet, is shown in Appendices 4 and 5.  
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4. Financial Risk Rating 
 
4.1 The Trust’s year to date and forecast financial risk ratings are summarised 

below: 
 

 Year to date Forecast 

Monitor 2 2 

Trust Development 
Authority 

2 3 

 
4.2 Due to the Trust’s liquidity and income and expenditure deficit position, the 

Trust scores 2 for both ratings year to date. This indicates that the Trust 
would, as a minimum, be on monthly reporting and could require Monitor 
intervention.  

 
4.3 The forecast ratings are unchanged. They continue to be based on the 

planned outturn performance of a surplus of £0.6m and a successful 
application for additional funding. 

 

5. Conclusion  
 

5.1 At 31 July, the Trust reported a YTD deficit of £0.8m which was £1.9m less 
than the budgeted surplus of £1.1m. 

 

5.2 The Trust continues to face pay cost pressures due to increased activity and 
the increased ward establishment requirements. The approach to staffing and 
use of agency staffing is being closely monitored and managed. The 
recruitment of staff to meet vacancies is key in minimising this spend. An 
enhanced recruitment programme has been instigated with a wider catchment 
area to maximise the number of staff being recruited.  

 

5.3 The Trust is working collaboratively with the commissioners to understand, 
plan and manage activity pressure to deliver services across the health 
system. 

 

5.4 The value of savings schemes planned totals £12.1m of which £11.2m has 
been allocated to budgets. This represents a risk to the Trust’s financial 
position however the continuing development and finalisation of savings 
implementation plans is a key focus of the leadership team to enable delivery 
of the Trust's planned surplus. 

 

5.5 The Trust is working with the TDA to secure appropriate funding for the Trust 
to improve its cash and liquidity position.  

 

6 Recommendation 
 
6.1 The Board is asked to note the report. 

 
Patrick Butterworth 
Finance Director 
August 2013 


