
1 / 13 

Agenda Item No: 62/04 
 

 
 
From:   Director of Finance 
 
To:   Trust Board– 17th June 2004  
 
Subject: Financial Report for period April to May 2004 
 
 
Executive Summary 
 
Action: The Trust Board is asked to note the contents of the attached report and: 

 
 

• The Trust’s revenue budget for the year is  £241M. There is an opening 
budgeted deficit of £3.3m comprising shortfall on consultant’s contract of 
£1.4M and other unfunded cost pressures. This is after setting a target of 
£4.5M of cost improvements for the year. 

 
• In order to balance the budget the Trust in conjunction with the West 

Herts PCT’s is producing a Financial Recovery Plan for the Quadrant.  
 
• At the end of May the Trust is £1.2M overspent, of which £550K is 

attributable to the opening budget deficit and £428K to non-achievement 
of savings plans. 

 
• The overspending Divisions have been asked to produce immediate 

action plans to bring their budgets back into line. 
 

• The Trust has not yet been notified of its CRL for the year. This is 
expected at the end of June. However, the Capital Programme forecast 
expenditure for the year is £14m of which £715K has been spent so far. 

 
• The Trust had £6.3M net cash available at the end of May. The Trust’s 

notified External Financing Limit (EFL) has not yet been advised. 
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From:   Director of Finance 
 
To:   Trust Board – 17th June 2004 
 
Subject:  Financial Report for period April to May 2004 
 
 
1.0 Introduction 
 
1.1 The information contained in this report represents the financial position of the 

Trust for the 2 months ending 31st May 2004. The financial position is 
summarised in Table 1 below. 

 
1.2  At the end of May the Trust is reporting a deficit of £1.2M. This includes a two-

month share of the opening budget deficit of £3.3M, which amounts to £550K. 
 

Table 1, Financial Position as at the end of March 
 

 Annual 
Budget 

 
£’Ms 

Budget 
Year to 

Date 
£’Ms 

Actual 
Year to 

Date 
£’Ms 

Variance 
Year to 

Date 
£’Ms 

 
Income 240.8 40.2 39.9

 
-0.3 

Expenditure 238.6 36.7 37.6 -0.9 
Operating 
Surplus/(Deficit) 

2.2 3.5 2.3 -1.2 

Dividend/Interest -5.5 -0.9 -0.9 0.0 
Surplus/(Deficit) -3.3 2.6 -1.4 -1.2 

 
 

Attributable to:     
Opening Deficit -3.3 -0.5 0 -0.5 
Operational 
Deficit 

0 0 -0.7 -0.7 

 
               (Source: Appendix 1) 
 
2.0 Income (Appendix 1) 
 
2.1 The Trust has agreed the LDP with the West Herts PCTs in total but is awaiting 

agreement on the total amount due to the Trust and its apportionment between 
the PCTs. This should be finalised by the end of June and this report is based 
upon the Trust’s understanding of the agreement. Only eight of the smaller SLAs 
have been agreed so far. The major commissioners, as usual, are finalising local 
arrangements first. This includes both East Herts PCTs and Beds PCTs. 
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Proposals have been sent to all commissioners outlining the generic and local 
cost pressures that the Trust needs funding, together with a calculation of the 
changes to baseline values to reflect over/under performance in 2003-04. Early 
indications are that some of our larger commissioners are reluctant to fund 
additional activity or costs associated with A & E activity arguing that this is an 
issue for the West Herts PCTs only. This is being contested. The SLAs should be 
finalised by the middle of July. 

 
2.2 Other Income in respect of Private Patients and car parking was less than 

forecast by £102K and £23K respectively. Private patient income for the Cancer 
division was the lowest for two years. This is of concern given that the Cancer 
Centre has been able to make full use of the Linear accelerator that became 
operational in March. Income from the Knutsford suite was below target but with 
the appointment of a dedicated manager and with an advertising campaign about 
to commence, the current shortfall of 9K is not thought to be recurrent. Other 
Directorate income was £270K below forecast. Some of this is attributable to 
income from the WDC and Social Services that is still being negotiated.  

 
 
3.0 Expenditure (Appendix 2) 
 
3.1 The position against the budget set is shown at Appendix 2. This shows a pay 

overspend of £230K and non-pay of £370K. The Trust has put in place cost 
improvement savings of £4.5M. It appears that savings are not being made as 
expected by the Divisions and urgent action must be taken to bring budgets back 
in line. There will be a much greater focus on manpower figures and whole time 
equivalents. Managers will be expected to live within their budgeted wte that will 
reflect the savings that they are committed to deliver. In the past such savings 
have been shown as a separate line rather than a reduction in headcount. A 
summary is set out below table 2: 

 
Table 2, WTE by Divison 

 
Division Budgeted

 
 

WTE 

Actual 
 
 

WTE 

Notional 
Vacancies

 
WTE 

Spend on 
Bank/Agency 

 
£000 

Medicine   891.89 895.00 -3.11 642 
Surgery  1,029.00 923.00 106.00 511 
Cancer 360.58 340.24 20.34 74 
Plastics/Burns 165.45 154.10 11.35 99 

 
Women’s’ Services 401.00 340.00 61.00 493 
Clinical Support 684.92 622.68 62.24 57 
Facilities 42.77 38.97 3.80 0 
Corporate 634.39 640.07 -5.68 15 
 
Total 4,210.00 3,954.06 255.94

 
1,891 

  
 
 
 

Agency and bank staff will in most cases have filled the vacancies detailed in the 
table above. However, it should be noted that the budgeted headcount is over-
stated because of the need to reduce headcount to meet the savings targets. 
This is being incorporated into budgets.   
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3.2 Currently the Surgical Division is giving the greatest cause for concern because 
of its level of over-spending. At the end of May it was overspent by £312K. The 
main areas of overspend were: 

 
• Pay/agency spending on ITU units at Hemel and Watford, £28K, and Hemel 

Theatres, £49K; 
• Medical locum costs on Anaesthetics at Watford, £13K; 
• Anaesthetic drugs £30K; 
• Shortfall on the savings target of £142K.  

 
3.3 Medicine is £112K overspent which is mainly attributable to additional locum 

support within Accident and Emergency to maintain the current exceptional 
performance on meeting trolley wait targets. However this is significantly above 
the agreed funded plan for emergency activity. In addition there are overspend s 
on the non-pay budgets at ward level.  

 
3.4 The Cancer Division is £122K overspent. This is mainly due to high cost drugs 

exceeding budget. Whilst it should be noted that additional funding has been 
received from PCTs, the reason for the overspend is currently not understood 
and is being investigated. Some PCTs only pay on an individual patient basis 
and the overspend may be attributable to a backlog in invoicing. 

 
3.5 Women’s services experienced a much higher workload than normal through 

SCBU during the first two months and this has had an impact on their staffing 
budget, causing an overspend of £64K. 

 
3.6 Facilities overspend by £141K. This was caused by a combination of overspend 

including postage, utilities, waste management training and telecoms. These are 
being investigated to determine if they are recurrent. 

 
3.7 Monthly budget review meetings are being held with each Division. The 

meetings will focus on the performance of individual departments rather than the 
totality of the Division. Departmental managers and ward managers will be 
asked to account for their financial position to the Executive. This will be a much 
more focussed approach than in previous years and will ensure that all levels of 
the Trust are held responsible for financial management. 

  
3.8 In producing this financial position the Divisions have been recompensed for all 

costs incurred on waiting lists and waiting time targets. 
 
 
4.0 Capital Expenditure (Appendix 3) 
 
4.1 The planned capital programme for 2004/05 stands at £14m, the individual 

schemes are outlined at Appendix 3. The 2004/05 over-commitment of £1.2m 
against the expected funding was discussed at the May 2004 meeting of the 
Capital Programme Group.  Proposed re-phasing of expenditure into 2005/06 for 
specific schemes was designated. This revised phasing is currently being 
confirmed with the project leads. Allowing for this slippage, the aggregate 
2004/05 programme is in balance. 

 
4.2 There has not been a formal Capital Resource Limit (CRL) notification for 

2004/05. However the funding assumptions used to underpin the programme are 
considered to be prudent. 

 
4.3 The capital expenditure for April-May 2004 amounts to £715k and details of 

expenditure by scheme at Appendix 3. 
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5.0 Breakeven  
 
5.1 The Trust as part of its commitment to the LDP process has agreed to release 

£4.5M of savings through greater efficiency and cost reduction. It should be noted 
that this was after rebasing the budgets to cover the outturn overspends for 
2003/04. Not all Divisions have been able to fully identify specific savings plans to 
cover their share of the overall target. Most Divisions have set budgets so that 
each department or ward shares in the responsibility and achievement of the 
savings. This ensures budget accountability is at the most appropriate level within 
the Trust. The overall delivery of savings is a Divisional responsibility, which has 
been agreed. 

 
5.2 A Financial Recovery Board has been set up for the Health Economy in order to 

address the underlying deficit within West Herts Quadrant The Board is chaired 
by the StHA and has Trust and PCT representatives. A Financial Recovery Plan 
is being developed which will form the basis of a request for financial support 
from the NHS Executive whilst services and sites are brought more in line with 
the proposals in Investing in Your Health so that long-term financial balance can 
be secured. This plan will accommodate the Trust’s opening budget deficit of 
£3.3m. 

 
6.0 Cash (Appendix 4)  
 
6.1 The Trust had £6.3M net cash balances at the end of May. The cumulative 

number of invoices paid within 30 days was 13,216, representing 95.1% of the 
total bills paid. The national target is 95%. In addition the cumulative value of 
invoices paid within 30 days was £7.7M representing 93.6% of all bills paid 
against the national target of 95%.  

 
7.0 Activity  
 
7.1 As referred to above, most SLAs have not yet been agreed. It is therefore not 

possible to compare activity against plan. However, this will become of great 
importance as the new regime of Financial Flows will cover 48 of the most 
common HRGs. Where the Trust is below planned levels for a PCT for anyone of 
those HRGs, that PCT will be entitled to withdraw the full cost of the shortfall. 
Similarly, if the Trust exceeds activity it will be entitled to the full cost of the 
additional activity. Overall, this will mean that the Trust income will become more 
volatile and that there will have to be much tighter management of individual 
PCT activity. 

 
8.0 Recommendation 
 
8.1 The Trust Board is invited to note the contents of this report and that Divisions 

have been asked to respond urgently with proposals to break even. 
 
 
 
 

Vincent Doherty 
Interim Director of Finance 
17 June 2004 
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WEST HERTFORDSHIRE HOSPITALS NHS TRUST         Appendix 1

 FINANCIAL POSITION FOR  2 MONTHS  ENDED  31 MAY 2004

Annual Proportion Actual Variance Change 
Budget of Budget Income/ Adverse(-)/ in the 
Income/  Expenditure Favourable Month

 Expenditure to 31.5.04 to 31.5.04 to 31.5.04
INCOME £'000 £'000 £'000 £'000 £'000

West Hertfordshire PCTs 165,905      27,651          27,651             0 0
East Hertfordshire PCTs 3,673          612               612                  0 0
Hillingdon PCT 12,753        2,125            2,125               (0) (0)
Brent & Harrow PCTs 6,710          1,118            1,118               0 0
Bedfordshire PCTs 3,834          639               639                  0 0
Barnet PCTs 2,137          356               356                  0 0
Buckinghamshire PCTs 2,014          336               336                  0 0
Ealing, H'smith & Hounslow PCTs 1,268          211               211                  0 0
Berkshire PCTs 1,710          285               285                  0 0
Other PCTs 2,180          363               363                  0 0
Sub-total 202,183      33,697          33,697             (0) (0)

Private Patients 5,057 843               741 (102) (102)
National Levies 10,372 1,729 1,767 39 39
Other NHS Income:
Hertfordshire Partnership Trust 4,847 808               881 73 73
Hillingdon SLA 2,905 484               481 (3) (3)
EST Income 1,316 219               191 (28) (28)
Tablet Packing Unit 1,408 235               236 2 2
Other Non NHS Income:
Car Parking/Accommodation 1,550 250               227 (23) (23)
Other Directorate Income 11,178 1,902            1,632 (270) (270)

Total Other Income 38,632 6,469            6,156 (313) (313)

Total Income 240,815 40,166          39,853 (313) (313)

EXPENDITURE

Pay 140,053      23,821          24,051             (230) (230)
Non-Pay 68,892        11,798          12,167             (370) (370)
Specific items 21,991        194-               16                    (210) (210)
Depreciation 7,654          1,276            1,292               (17) (17)
Total Expenditure 238,589      36,700          37,527             (827) (827)

OPERATING SURPLUS 2,226 3,466 2,327 (1,139) (1,139)
 

Dividend Payable (5,918) (986) (1,029) (42) (42)
Interest Receivable 400 67 72 5 5
Profit/Loss (-) on Disposal & Impairments 0 0 0 0
BREAKEVEN (3,292) 2,546 1,370 (1,177) (1,177)
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