Finance and Performance Report

1
INTRODUCTION
This report brings together reporting on financial and service performance and combines information previously reported separately to the Board. The integrated format should enable a more holistic view to be taken of performance across all activities. Financial performance is shown first and this is followed by service performance which is split into three sections:

· SLA performance (based on the latest information to the end of July)

· National targets

· Turnaround commissioning initiatives

2
FINANCIAL PERFORMANCE TO 31 AUGUST 2007
2.1
Resources
The PCT has received additional allocations since the July report, which bring the total expected resources limit to £412.7k. However, this funding will be applied to create budgets for known services, or passed directly through to providers, and is not expected to impact on the PCT’s financial position. 

The SHA intends to return part of the topslice to PCTs this year, the extent of this has to be confirmed but this is provisionally £5m for Brent PCT. This sum will be used to reduce the cumulative deficit and will not be available to spend.
Reserves have been applied to remove the requirement for the Provider to deliver an additional cost saving of £277k. This addresses the balance of the £1m gap on the provider budget after freezing vacancies to save £733k. Provider services will have to find recurring measures to deal with the full £1m in 2008-09.
The financial tables (Appendix I), set out the overall position, in a format consistent with the July report. The timetables for September mean that this board report has been prepared before the monthly FIMS return to the SHA. Expenditure in the FIMS report will be consistent with this report.
2.2
Performance to the end of August
The report for the five months to the end of August shows a deficit of £704k. 

As set out in the SLA performance which follows, the acute commissioning position is causing some concern. Expenditure to date has been estimated based on actual activity information for four months, taking into account known and substantiated challenges to provider claims. It shows a total acute provider overspend of £940k, comprising on overspend of £715k for North West London Hospitals (NWLH), an overspend of £640k at Hammersmith Hospitals and underspends at most other Trusts. 
This represents a significant worsening of the position since July, which was based on partial data from the relevant providers. It is essential that the reasons for all variances at each Trust are fully understood and that a regular dialogue is maintained with the PCT’s main Trusts to keep activity on track and to ensure service targets are met. Regular review meetings are in place with NWLH, and detailed queries on performance have been raised with all main providers. Dialogue is also taking place with PBC clusters to address demand issues.
An underspend of £466k is shown against the high cost drug budget. This budget was reduced through SLA negotiation this year as more drug costs were included in SLAs. Although there is limited actual information on spend so far, it is likely that this underspend will continue. A review of high cost drugs is underway as part of the turnaround plan which will help to confirm the robustness of this figure.
There is a £652k underspend against the joint commissioning budget. The PCT remains in detailed negotiation with the London Borough of Brent and other London Boroughs on the responsibility for continuing care patients. In view of the progress being made a more optimistic view has been taken, that the PCT will recover £4m in this year. However the PCT still expects to achieve more than this by the end of the year.  

There is an overspend of £157k in primary care. Within this the key elements are:

· an overspend of £141k in dental services where there is a shortfall on dental charges income. This is a national issue relating to the dental services contract and PCT staff are working with practices to ensure that income due is collected.
· Prescribing expenditure shows an overspend of £196k. Prescribing expenditure is estimated based on three months actual, and reflects the forecast position provided by the Prescription Pricing Authority. Other PCTs are also experiencing higher expenditure than plan and liaison has started with GPs to identify actions to reduce spending.
Management costs have worsened, to an overspend of £694k, The main area of overspend is Primary Care, which includes the shared services costs for FHS which have not  achieved the planned reduction from the start of the year. In addition £410k of headquarters savings have not yet been implemented.
The provider services budget shows an underspend of £62k. This now reflects the requirement to recover £733k from frozen posts, as described in the July report. 
2.3
Year end forecast
In August, the PCT was required to forecast its year end position for the SHA at month 4, and forecast a realistic scenario of a £2m deficit, with a best case of breakeven, and a worst case of £4m deficit. Subsequently, there has been a discussion with the SHA about restructuring costs which were not included in these forecasts. The treatment of these has not been concluded and therefore the estimated cost has been added to the forecast outturn. 
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The forecast has not yet been revised on the basis of the month 5 performance, which shows some deterioration in acute commissioning, and some improvement in joint working commissioning. In overall terms it is considered that the forecast £4m deficit remains realistic.

2.4
Capital
Capital expenditure to date is £527k which reflects the balances of expenditure on 2006/07 schemes as the programme for 2007/08 has not yet been finalised. 
In line with good practice the Capital Group membership was recently expanded and the Terms of Reference, inclusive of the Business Case Template and the Capital Investment Criteria for Business Cases, were approved at the meeting held on the 31st August 2007. 

At this Capital Group meeting a working group was established to assist in the completion of all business cases submitted for Capital Group approval. The Group also established arrangements for dealing with urgent Business Cases.

Completed business cases will be considered for approval at the Capital Group meeting at the end of September 2007. This substantially reduces the likelihood of the available Capital Funding being spent during 2007/08.

2.5
Balance sheet  
The transfer of the Kingsbury Hospital assets has been reflected in month 5. As a result the closing balance of fixed assets decreased by £15.4m and the closing balance of debtors increased accordingly.

Work is continuing to clear all the 2006/07 outstanding creditors and debtors.
2.6
Cash Flow Monitoring

The PCT drew £172.1m of the overall cash limit of £443.9m over the first 5 months of the year and the closing banking account balances total £3m at the end of August. The available monthly drawings for the remainder of the year are around £38m as against the monthly average of £34.4m drawn to date. The Finance Department is presently conducting a review of existing cash management practices in order to further refine Brent PCT forecasting and cash management processes. An update on the review and resultant actions will be provided at the November Board meeting.

2.7
Public Sector Payments Policy 2007/08

The prompt payment code is summarised as follows:

· Target: Pay all NHS and Non-NHS creditors within 30 calendar days of receipt of goods or a valid invoice. 

· Compliance: Ensure creditors receive payment within 30 days
To meet compliance targets at least 95% of invoices must be paid within 30 days.
Table: Summary Performance for the year to date:

	
	Non- NHS Invoices
	NHS Invoices

	
	% - No. of invoices paid within 30 days
	% - Value of invoices paid within 30 days
	% - No. of invoices paid within 30 days
	% - Value of invoices paid within 30 days

	Total YTD
	81.19
	96.75
	94.02
	97.55


Payment performance for August 2007 reduced substantially when compared to the year to date and the earlier monthly performances. The PCT is not presently experiencing cash flow problems.
2.8
Practice based commissioning cluster performance

The performance of PBC clusters in the first quarter of the year is shown below. As PBC develops it is important to start reviewing activity and the use of resources cluster by cluster and starting a dialogue with and between clusters about what the trends show and what action needs to be taken. The underpinning data will improve as it is reviewed and challenged.

The table only reflects PbR activity i.e. day cases, emergency and elective inpatients and outpatients, as this is the range of activity that is easily identifiable at cluster level. The independent practices are grouped together.

	PBC cluster spend against plan for April - June
	 

	 
	
	
	
	 

	 
	
	
	
	 

	Cluster
	Budget
	Actual
	Variance
	Variance

	 
	£000
	£000
	£000
	%

	 
	 
	 
	 
	 

	Harness
	4,487
	4,601
	-114
	-3

	Kilburn
	5,662
	5,482
	180
	3

	Kingsbury
	3,334
	3,650
	-316
	-9

	Wembley
	4,131
	4,330
	-199
	-5

	Willesden
	2,804
	2,760
	44
	2

	Independent
	5,850
	6,086
	-236
	-4

	 
	 
	 
	 
	 

	Total
	26,268
	26,909
	-641
	-2


The main messages from this analysis so far are that:

· In total clusters are overspent by 2%, Kilburn and Willesden are underspent and others are over budget

· Emergency admissions are over plan by around 20% in most areas except Willesden and Kilburn where the increases are much less, notably in Kilburn where there is only a 3% increase

· New outpatient attendances are above plan except for Kingsbury which is marginally underspent, and Wembley where there is only a small overspend.

3
SERVICE LEVEL AGREEMENT PERFORMANCE
3.1
Review of SLA Performance to July 2007

This report describes the SLA position after four months of 2007-08. At this stage of the year the PCT is also engaged in negotiations with providers over challenges to the Quarter 1 position. These negotiations help us to put in context the performance claims of providers, and to form a view on the ‘real’ as opposed to the reported position. However, as these negotiations are still at a relatively early stage there are risks attached.

3.2
Month 4 Provider by Provider Analysis – The Process

The PCT has improved its formal contract monitoring processes, to ensure systematic review of the position for each provider, and to give an overall assessment for the PCT. For each provider we analyse:

· The performance position set out in the provider’s monitoring report

· Any variation between the provider and the PCT view of the SLA sum

· Any uncoded episodes which have been identified

This arrives at an unaudited variance, in effect the providers view of the world, and from the PCT’s perspective the worst case scenario.

Against this we have identified a series of issues which appear differentially in the contract terms and conditions for each provider, and which may apply at different stages of the year. These are the issues which the PCT has challenged as part of the Quarter 1 review process, but may still be subject to dispute by the provider. These include:

· Outpatient first to follow up ratios

· Consultant to consultant referrals

· Excess bed day restrictions

· Admission avoidance schemes

· S22 cancelled operations

· Readmission rates

· Mental health T codes

In addition, the SLA may provide for variations in the calculation of the financial implications of over or underperformance, particularly for:

· Critical care bed days

· SCBU activity over block contract

· Marginal rates for non PBR activity

Patient activity is scrutinised to ensure that only Brent GP patients are attributed to the PCT. Any incorrect attributions are notified to the provider and removed from the claim. However, it should be noted that other PCTs undertake the same exercise, and so we have to assume that this process will be self balancing. Over the past year most providers have become more accurate with their GP coding, reducing the number of incorrect attributions.

The schedule allows for any other issues or investigations to be taken into account. At present an investigation is underway into the validity of the emergency threshold calculations for the major providers. Initial analysis shows errors resulting in potential overcharging, over the year, in the region of £250k for both NWLH, and Hammersmith Hospitals. However, this is the start of a complex negotiation and so the value has been fully risk adjusted at this stage.

A risk adjustment is shown to recognise the fact that we are still at a volatile stage of the year. Our Q1 challenges are based on the PCT view of the SLA, and these may not be agreed by the providers. The position will become clearer with the Q1 freeze returns on 14 September, but are unlikely to be fully resolved for some time after that. Some thought should be given to the dispute resolution process. As the Q1 debates unfold we will start to see some agreement over the principles that will apply for the remainder of the year, and the risk factor will reduce.

3.3
Month 4 Provider by Provider Analysis  - The Results

An analysis of each of the the main providers is attached as Appendix III. The performance is summarised below:
North West London Hospitals

NWLH are reporting an over performance of £645k at month 4. After adjustment for SLA differences and uncoded episodes this becomes an overspend of £1,043k. After risk adjusted challenges the PCT’s view is that the overperformance is £572k (2.1%). The overperformance has moved significantly from month 3, when NWLH showed an unaudited variance of £489k. The movement in the unaudited variance between month 3 and month 4 of £553k comprises:

additional activity/recoding relating to the first quarter totalling £298k
a further adverse variance of £255k during month 4.

The key areas of overperformance are:

· Non elective in patients




£380k

· Non elective non emergency (mostly Maternity)

£100k

· Outpatient first attendances



£70k

· Outpatient follow up attendances



£150k

· Outpatient procedures




£60k

· A+E







£210k

· Pathology






£190k

The key areas of underperformance are:

· Critical care






(£160k)

· Elective inpatients





(£370k)

Hammersmith Hospitals

Hammersmith Hospitals are reporting an overperformance of £632k at month 4. After adjustment for SLA differences and uncoded episodes this remains an overspend of £632k. After risk adjusted challenges the PCT’s view is that the overperformance is £494k (8.6%). The overperformance has moved significantly from month 3, when Hammersmith showed an unaudited variance of £354k. 

The key areas of overperformance are:

· elective in patients




           £150k

· Critical care






£220k

St Marys Hospital

St Marys are reporting an under performance of £82k at month 4. After adjustment for SLA differences and uncoded episodes this becomes an underspend of £7k. There are no challenges at this stage. The underperformance has moved from month 3, when Royal Free showed an unaudited variance of £91k underspend.
Royal Free Hampstead Hospitals

Royal Free are reporting an under performance of £163k at month 4. After adjustment for SLA differences and uncoded episodes this remains an underspend of £163k. There are no challenges at this stage. The underperformance has moved slightly from month 3, when Royal Free showed an unaudited variance of £135k underspend.
4
PERFORMANCE AGAINST NATIONAL TARGETS
4.1
Introduction

This section of the report summarises performance in the first quarter of 2007/08. Within these targets the areas that are of most concern are:

· Patients waiting more than 4 hours in A&E

· Achievement of the 18 week maximum waiting time target by the end of this year

· MRSA

4.2
NHS London’s performance priorities

Rather than reporting on the whole range of indicators this report focuses on the 32 quality and outcome targets set out in the Commissioning Regime.  Details of performance are set out in Appendix III attached. This contains measures for which data is collected monthly, quarterly or annually so information is not yet available for all indicators. For most monthly data the latest available information is shown, this is generally for July. The table includes a column at the left hand side to show the red/amber/green (RAG) rating in the last board report to indicate where there are risks, where we have performed well up to now and where there are changes.

Details of performance to date are shown below:

4.3
Key national priority targets to be maintained 

· A&E performance, measuring the percentage of people seen within four hours, continues to be slightly below target and in July was 97.9% compared to the target of 98%. This is linked to the fact that A&E activity levels are higher than plan and that the Trust is facing some problems with delays in transferring patients out of the Trust. The PCT is working with the Trust on the latter issue and the development of primary care led front of house of house initiatives which have now started at both Northwick Park and Central Middlesex will also help to get patients treated quickly. The Trust has identified concerns with data quality which are being investigated.

· Cancer, performance against cancer targets is good.

4.4
Key national priority targets to be achieved in 2007/08

· 18 week referral to treatment target and diagnostic waits – since the last report there have been improvements in performance but there are still some risk areas.

As reported to the board at the last meeting, in the first two months of the year there were nearly 900 breaches of the 13 week maximum waiting time for diagnostic tests, mainly at North West London, and there were 2,300 people waiting more than 6 weeks for a diagnostic test. This has now improved considerably to 202 (still red rated) and 1,096 (green rated) respectively. North West London Hospitals Trust has made significant improvements in audiology but there are still 124 patients breaching the 13 week maximum waiting time. The PCT is working with the trust to eliminate all breaches by the end of October.

There are now fewer patients waiting over five weeks for outpatient appointments than planned but the numbers of admitted and non admitted patients whose treatment was completed in 18 weeks is worse than plan with very little change in the percentages since the last report. Problems are being experienced in orthopaedics, general surgery, gynaecology and ophthalmology.

North West London Hospitals Trust has highlighted concerns about the accuracy of data to support the management of te 18 week target.  The PCT is seeking greater clarity about the extent of these concerns and assurance that the plans in place will ensure that this high profile target is met.

· MRSA – the number of new cases of MRSA is 10 in the first 4 months of the year which suggests that the annual target (which requires a 20% year on year reduction in infections) may not be met. There is a Brent and Harrow MRSA group whose work includes looking at cross boundary issues, standardising screening and agreeing an information sharing protocol. North West London Hospitals also had a visit from the Department of Health MRSA improvement team to help identify further actions that will enable the target to be met. It is essential that progress is made on this issue as it is a key patient safety and quality issue that has to be addressed.

· Smoking cessation - the number of people recorded as stopping smoking continues to be very low. Stopping smoking is still a key priority for the PCT and since community smoking advisers were removed as part of the turnaround plan the main activity in this area is in primary care. An action plan has been completed and shared with PBC clusters, this includes targets for individual GP practices. The role of the small central team is being reviewed to support practices and pharmacists and work is underway to develop data collection methods to ensure this activity is recorded.

4.4
Other PSA targets

· CHD measurement targets in primary care - there continues to be underperformance.

· Emergency bed days – The number to date is low but this is probably not indicative of the general trend for the year as these bed days increase in the winter.

· Sexual health – there have been historical problems with screening for Chlamydia but a number of changes eg to infrastructure in North West London Hospitals Trust should help to improve performance. The PCT is performing relatively well when compared to other local PCTs

· Community matrons and Very High Intensity Users – only 3 matrons are in place and there are no current plans for more. These individuals are now completing their training and their caseloads of Very High Intensity Users are currently being identified and they will start work with 90 of these patients towards the end of September. This is progress but the annual target will not be met.

· Drug misuse performance is good.

· Primary care access targets - performance is good but the national indicators do not give a good indication of general patient experience as this is an area which is often commented on adversely by patients.

· Breast screening performance is below plan, this is mainly due to the temporary suspension of the North London service. This has now been restarted but at a reduced pace in line advice from the National Screening Programme Review panel.

· Choose and Book In common with most PCTs, Brent is not achieving Choose and Book targets. This is largely due to national problems with the IT systems used. There has also been insufficient outpatient capacity at North West London Hospitals and as specific specialty issues are being raised by the PCT this issue is being addressed by the Trust. The PCT is providing encouragement and training to GP practices to extend the use of this system.

5
TURNAROUND PERFORMANCE
5.1
Expected turnaround savings of £25m have been taken out of budgets. There is separate report on turnaround which continues to show that £25m will be saved by the year end though the contribution from individual schemes will be different from the original plan. Within the overall financial report the overspend on acute commissioning reflects the fact that demand management initiatives are not yet achieving the impact needed. The overspend on headquarters also shows the shortfall on savings from restructuring and FHS services.
5.2
Table IV, attached, summarises measures of performance against commissioning turnaround initiatives. A number of these are efficiency measures which can be enforced through contract management and actions are being taken to do this. A number of measures relate to reducing use of the acute sector and the table shows that the PCT is not making as much progress as needed on outpatient referrals, people attending A&E and emergency admissions. Further work is also needed to reduce low priority procedures.

6
SUMMARY
6.1
The report shows a mixed picture of good performance and areas where improvements are required. Ongoing discussions with NWLH and Hammersmith Hospitals, the engagement of primary care colleagues on quality, demand management and actions to implement turnaround initiative will be essential to deal with problem areas and allow the PCT to achieve its plans for the year.

Anna Anderson
Interim Finance Director

12 September 2007
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