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1
INTRODUCTION
This paper reports on the latest financial and service performance information. Financial performance is shown first and this is followed by service performance which is split into two sections:

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

· Performance targets

2
FINANCIAL PERFORMANCE TO 31 OCTOBER 2007
2.1
Resources
A review of the expected revenue resource limit and a reconciliation to issued budgets has been undertaken, with the result that the level of uncommitted reserves has increased significantly to £8m, largely as a result of:
(a) the correction of previous misassumptions in respect of forecast allocation reductions and 

(b) a review and reduction in the previous assumed level of committed reserves.

A full resource limit review and reconciliation will now be undertaken on a regular monthly basis.

The financial tables (Appendix I), set out the overall position to 31 October in a format consistent with previous reports (but with the addition of the reconciliations to the notified revenue and capital resource limits). The forecast outturn is also shown against each budget.
2.2
Performance to the end of October
The report for the seven months to the end of October shows a deficit of £561k.
As set out in the SLA performance report which follows, the acute commissioning position continues to cause concern. Expenditure to date has been estimated based on actual activity information for six months, taking into account known and substantiated challenges to provider claims. It shows a total acute provider overspend of £1,199k, comprising on overspend of £860k for North West London Hospitals (NWLH), an overspend of £1,378k at Hammersmith Hospitals, offset by underspends on other budget headings. 
There is an £809k underspend against the joint commissioning budget.  The PCT remains in detailed negotiations with the London Borough of Brent and other London Boroughs on the responsibility for continuing care patients.  Importantly, the current position assumes that a positive outcome is achieved in respect of these negotiations. 
The previous year to date overspend in primary care has now reverted to an underspend. Within this the key elements are:

· an overspend of £214k 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 underspend of £674k. Prescribing expenditure reflects the forecast position provided by the Prescription Pricing Authority. Other PCTs are also experiencing lower expenditure than plan as a result of in year price changes agreed nationally.
Management costs have worsened, to an overspend of £1,027k. 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, headquarters savings as a result of restructuring have been delayed and there are other budget issues that need further investigation at month 7.
The provider services budget is broadly breaking even, but, as explained below, is forecast to overspend by £1.4m at year-end, largely as a result of non-delivery of Turnaround plans. 
2.3
Year end forecast
In August, the PCT was required to forecast its year end position for the SHA  and forecast a mid case outturn of a £2m deficit, with a best case of breakeven, and a worst case of £4m deficit. Subsequently, the inclusion of  restructuring costs (which were not included in these forecasts) increased the forecast outturn deficit to £4m.  At month 7, a review has been undertaken of the various risk factors, resulting in a revised forecast outturn deficit of £1.637m, set out below:
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Acute Commissioning



(1,000)
            (2,055)
Joint Commissioning



         0                        1,089
Primary Care





         0                           910
HQ






   (800)                      (1,809)
Provider





(1,000)                      (1,400)
Risks - pathways, front of house

           (1,500)
            (1,500)
Risks - Balance sheet                                                                          (2,867)    Application of Reserves



  2,300                        7,995







(2,000)                           363
Restructuring Costs 



(2,000)                      (2,000)
Forecast Surplus/ (Deficit)



(4,000)                      (1,637)
It should be noted that, although the current forecast is based on a more thorough review than the previous high level ones, there remain a significant number of issues that require further work before the required level of confidence in the forecast can be obtained.
2.4
Capital
Capital expenditure to date of £498k largely reflects the balances of expenditure on 2006/07 schemes as the programme for 2007/08 has still to be agreed. 
2.5 Balance sheet  and cash flow
The balance sheet shows that the PCT had a significant cash balance at the end of October, reflecting weaknesses in cash flow forecasting. A full balance sheet and cash flow review and forecast is required and will be actioned prior to month 8.
2.6
Public Sector Payments Policy 2007/08

The prompt payment target is that the PCT should:

Pay at least at 95% of NHS and Non-NHS creditors within 30 calendar days of receipt of goods or a valid invoice. 

The table below sets out performance to date:
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
	80.8
	93.0
	92.5
	93.9


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

This report describes the SLA position after six months of 2007-08. At this stage of the year the PCT is finalising negotiations with providers over challenges to the Quarter 1 position. These challenges 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, until the negotiations are complete there remains some uncertainty over the financial outturn. The majority of the outstanding issues relate to North West London Hospitals, and the hospital trust and the PCT are committed to achieving a settlement by the end of November.

The range of challenges raised by the PCT includes:

· 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
· Emergency care threshold calculations
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

To put this in context the total un-audited over-performance for all providers at month 6 is £2.8m (4.3%). Against this the PCT is assuming £2.8m worth of challenges at month 6, and has offset this with a risk adjustment of £1.6m.  As a result the estimated total variance at month 6 is an over-performance of  £1.6m.  
3.2
Month 6 Provider by Provider Analysis - The Results

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

NWLH are reporting an over performance of £1,568k at month 6. After adjustment for SLA differences and un-coded episodes this becomes an un-audited over-performance of £1,960k. After risk adjusted challenges the PCT’s view is that the over-performance is £737k (1.8%). 

The key areas of over-performance are:

· Non elective in patients




£524k

· Non elective non emergency (mostly Maternity)

£166k

· Outpatient first attendances



£162k

· Outpatient follow up attendances



£250k

· A+E







£298k

· Pathology






£244k

The key areas of underperformance are:

· Critical care






(£282k)

· Elective inpatients





(£382k)
The performance statement shows an over-performance of £584k against SCBU, but the Trust has acknowledged that this is a mistake and the variance should be nearer £100k.

The areas of underperformance reflect a high level of critical care at other providers, and the need to catch up elective activity to meet 18 week wait targets.
Hammersmith Hospitals

Hammersmith Hospitals are reporting an over-performance of £1001k at month 6. After adjustment for SLA differences and un-coded episodes this remains an un-audited over-performance of £1025k. After risk adjusted challenges the PCT’s view is that the over-performance is £1051k (12.2%). 
The key areas of over-performance are:

· Day cases






£107k

· Elective in patients




           £214k

· Critical care






£307k
· Renal







£160k

Discussions have taken place with executives at Hammersmith Hospitals, with a view to managing the over-performance down over the rest of the year. However, it is the provider’s view that the over-performance reflects an increased level of complex referrals. Further work is being undertaken to support a review of activity with the referring practices.
St Marys Hospital

St Marys are reporting an under performance of £230k at month 6. After adjustment for SLA differences and un-coded episodes this becomes an un-audited underperformance of £175k. 
Royal Free Hampstead Hospitals

Royal Free are reporting an under-performance of £101k at month 6. After adjustment for SLA differences and un-coded episodes this becomes an un-audited under-performance of £35k. 
4
PERFORMANCE AGAINST NATIONAL TARGETS
4.1
Introduction

This section of the report summarises performance for 2nd Quarter (Sept)  2007/08.  The areas of most concern continue to  be:

· 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

· Smoking Cessation

4.2
NHS London’s performance priorities

Details of performance are set out in Appendix IV, September 2007 Dashboard. For most monthly data the latest available information is shown, this is generally for September. 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. During the month there have been three improved areas and no deteriorations.

4.3
Key national priority targets to be maintained 

· A&E performance,  Our targets are based on the performance of NWLH who continue to have issues with capacity in A&E beds. Joint work on improving delayed discharge rates has had a significant effect. However, the Trust still faces difficulties from growing lengths of stay, and from increased levels of minor A+E attendances

· 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 continues to be a  reduction in diagnostic waits and 18 week referral to treatment breaches. However, this still needs to be closer to the trajectory to give optimism that the milestones for 18 weeks will be met on time.  NWLH report that they made a significant improvement in In-patient and Out-patient work on 18 weeks in October, and the PCT and Trust continue to work very closely at specialty level.  NWLH is now operating a more accurate PTL (Patient Targeting List) which will give micro-management control of every patient in their waiting list system. Extensive data cleaning of this list will also reveal more accurate metrics for future months. Although individual targets for OP waits and diagnostics waits are currently on target overall, there are variations within specialties. There is a high percentage waiting for a first appointment in T&O and Opthalmology and high numbers waiting for audiology and MRI which would impact T&O and ENT. NWLH are still experiencing some hidden waits in diagnostics that are not recorded on PAS

· MRSA – Cumulative numbers of MRSA at NWLH remains higher than target – but while performance is above target trajectory for this year, this remains significantly lower than last year. The joint Brent and Harrow HCAI group continue to develop plans and actions to keep MRSA and other acquired infections in control.

· Smoking cessation - the number of people recorded as stopping smoking continues to be very low. The smoking cessation team is moving under the management of the Directorate of Primary Care Commissioning which will enable the actions required to be built into appropriate performance measures. Key actions underway are:  i) maximising referrals to the central smoking cessation team ii) development of a stop before the op programme iii) implementing a remodelled community advisor scheme. 
4.5
Other PSA targets

· CHD measurement targets in primary care – showing improvement from previous quarter

· Sexual health – Chlamydia screening continues at 1% (target 3%) – Action plan includes  local funding to increase the number of screenings  and combine the screenings with the emergency contraceptive scheme

· Community matrons and Very High Intensity Users – only 3 matrons are in place and there are no current plans for more. The number of very high intensity users being case managed remained at 0 for September, as the active engagement with the cases is only  just commencing in October.

· Breast screening performance continues below  plan (54% only 1% better than Q1) This is a continuing effect of the service suspension in last year.  There will be no one-off catch up (on advice from the national screening programme) but the PCT continues to work with the Pan London project manager to improve uptake.

· Choose and Book: The target reports 33% against a plan of 90%, an improvement of only 2% on July.  The figures for October are estimated to rise to 40%.  There are still concerns regarding slot availability at Provider Trusts, which have been raised at SLA meeting with NWLH.  The next steps include getting refresher training for GPs arranged and raising the issue to the attention of the PEC and EMT. The EMT received a paper on Choose and Book in September.

5
TURNAROUND PERFORMANCE
5.1 
Progress to date

Expected turnaround savings of £25m have been taken out of budgets. There is a separate report on turnaround which continues to forecast 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. The provider arm deficit forecast is also driven by non-achievement of turnaround projects.
5.2 
Reconciliation to forecast outturn

As part of the further work in validating the forecast outturn, a full reconciliation of the forecast Turnaround savings and the forecast performance against budgets will be undertaken.  46% of the £25m turnaround savings removed from budgets is phased in the final 5 months and achievement against this will be a key factor in determining the final outturn position for 2007/08.
Meredith Collins
Interim Director of Finance
20 November 2007
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