Financial performance for the 3 months ended 30 June 2007

This report provides information on expenditure in the first three months of the year and an update for the board on revisions to budgets since the original plan in March.
Changes to budgets

Changes relate to three areas:

· SLA changes and tidying up - final changes to acute SLAs and other commissioning costs agreed after March, and general tidying up of budgets, has produced a net total of a £1.3m reduction which has been transferred to reserves. 
· Turnaround plan B - In March the Turnaround Plan included a requirement for further savings of £3.8m (plan B) to bring the total up to the £25m agreed with the SHA. This has now been identified and reflected in individual budgets.
· Balancing the provider budget – this work has not been completed. Following extensive discussion of budgets with managers there was a gap of £1m to be found. This gap largely reflects the underlying deficit in provider services which has not been addressed through the turnaround process. Further review and redesign is needed to address this but in the interim provider services are working to address the gap through short term measures. £0.5m will be saved through a vacancy freeze of 33 identified posts and provider services are working to cover the balance through non recurring estates measures, e.g. profits on disposals. These estates measures are expected to be firmed up during July. In the meantime £0.5m of reserves funding is being held as a risk reserve as the PCT has to have a balanced budget.
The total budget shown is £409m which is the same as reported to the board in March. All budget holders have been notified of their final budgets for the year.
Format of the report 

The financial tables have been streamlined from last year to enable the board to see key messages more clearly. Narrative on performance against SLAs is included in the separate performance report and is not repeated here. Information in both reports is consistent.
Reporting on turnaround performance
All turnaround savings (except headquarters savings) have now been embedded in budgets and budget notifications for 2007/08 clearly set out which PODs have been taken out of which budgets. This means that the focus must be on monitoring performance against overall budgets rather than looking at turnaround measures in isolation. 

However the PCT does need to know how it is performing against the turnaround plan as well. This can be achieved in the following ways:

· Monitor actions against milestones agreed in PODs

· Pulling together a finance report on performance against all budgets that include PODs and looking at the variances on these separately from the variances on other budgets

· Identifying the key SLA activity measures that will be impacted by turnaround, e.g. new outpatient appointments, A&E attendances, numbers of procedures of limited clinical value. There will be proxies for measuring the impact of different PODs eg for outpatients assuming that the SLA impact for care pathways match the new activity through pathways. If activity overall is in line with plan this should mean that PODs are being achieved.
Reporting to NHS London

Unusually the timetables for July 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. The SHA has made it clear that it sees performance in the first quarter of the year as a key indicator of the PCT’s ability to deliver the overall plan for the year.

Performance to the end of June

The report for the three months to the end of June shows a deficit of £222k. 

It is encouraging that acute commissioning expenditure is currently below plan by £872k. Expenditure to date has been estimated based on actual activity information for two months and shows a breakeven position for North West London Hospitals, an overspend of £450k at Hammersmith Hospitals and underspends at most other Trusts. More details of performance on SLAs is included in the performance report included in these board papers. Whilst this position is positive it is still essential that the reasons for all variances at each Trust are fully understood and that a regular dialogue is started with the PCT’s main Trusts to keep activity on track and to ensure service targets are met. 
An underspend of £280k 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.
There is a £1.1m overspend against the joint commissioning budget. The PCT has not yet had a clear response from the London Borough of Brent to its letters on the responsibility for continuing care patients so a prudent approach has been taken to the reporting of the turnaround plan saving to date. However the PCT still expects to achieve the full saving planned for during this year. Within mental health budgets there is also a query on turnaround savings which has to be resolved. 

There is an overspend of £352k in primary care. The main overspend is 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. There is also an overspend on dental training where expected funding for trainees from the Department of Health has not yet been confirmed. Prescribing expenditure is estimated based on one month only. 
The provider services budget shows an underspend of £291k but, as shown above, the £1m budget shortfall has to be addressed later in the year.  There are many vacancies across departments and agency staff usage has been low. The main areas of overspend are PCT run GMS practices, estates costs and there are also some SureStart costs included until staff transfer to the Council.
Year end forecast
At this stage in the year a detailed forecast of year end outturn has not been undertaken but it is expected that the issues highlighted in this report can be managed within the overall budget available. In future months it is intended to ask managers to forecast year end outturn.
With prompt action to manage variances the PCT expects that it will breakeven at the end of the year.

Capital
Capital expenditure to date is only £250k which reflects the balances of expenditure on 2006/07 schemes as the programme for 2007/08 has not yet been finalised. The PCT is working to a plan of £3m, this is less than the £6.6m available. In view of the work being undertaken on the strategic development of services and the launch of the Healthcare for London strategy it is prudent to minimise spend until a service strategy is clearer. The excess funding will be brokered with the SHA.
Balance sheet
The value of debtors has not changed significantly since the year end.  The payment in respect of the disposal of the three properties was not received until July.  The issue of Continuing Care debtors is ongoing.

Work is currently being undertaken to clear all the 2006/07 outstanding creditors.
Anna Anderson
Interim Finance Director

11 July 2007
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