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	Proposal for a Medium Term Financial Strategy for London 


	Purpose of the report


	Executive Summary 
PCTs’ ambition is that all Londoners can expect the same level of healthcare regardless of where they live.  This will be achieved by commissioners working together collectively with the acute sector, to ensure all organisations are clinically and economically sustainable, and then to enable real improvements in health outcomes and health gain across all of London.

Following concerted action in recent years, the NHS in London now has a strong financial position with an overall surplus of £300m (2%).

Despite the overall surplus for the Capital, the scale of the historic debt that still exists in some places and the uneven distribution of surpluses across London will present serious challenges for some PCTs to develop the health system and invest in services.  PCTs therefore need to identify a solution which will address the historic debt issue and ensure PCTs and Trusts have investment capability to be able to achieve their strategic plans to improve the quality of healthcare across London.
NHS London estimates that by the end of the financial year 2011, assuming delivery of planned savings, the historic debt will stand at £373m for hospitals and one PCT will have debts of £19m.  In addition, there is a net £187m resources shortfall, which represents the outstanding RAB deficits of trusts.
A Steering Group of PCT Chief Executives and Finance Directors has developed the MTFS proposal for London for the next two years as an alternative solution to the previous topslicing approach.  The proposal aims to stabilise the financial position and support PCTs and Trusts in delivering their strategic intentions for the Healthcare for London (HfL) programme and Trust Transformation.

Through this suggested approach, the PCTs will, jointly with the SHA, control the spending of this funding.  This will give PCTs control in the allocation of monies to help clear historic debts of Trusts that they were unable to exercise through the previous topslicing approach.

The proposal is that over the next 2 years, PCTs invest in a collective fund from existing resources to tackle the residual legacy debt and, at the same time, establish sector-based investment funds to support PCTs to implement HfL and their reconfiguration plans.

This would enable struggling hospitals to better invest in services for patients, driving up quality. It would, for many, also remove the major single barrier to FT status.  In return, PCTs would have increased leverage to demand better performance and ensure that sustainable and well managed financial, governance and leadership arrangements are in place for hospital Trusts.
Key sections for particular note (paragraph/page), areas of concern etc:

Section 6: The Proposal - this covers the proposals to clear the historic debt and for sector-based investment funds.  This section also includes the governance arrangements supporting this clearance of acute Trusts’ debt through the development of a Challenged Trust Board.

Committees which have previously agreed the report

MTFS Steering Group

PCT Chairs and Chief Executives have been involved in developing the proposal outlined in this paper


	Decision required:  
· The PCTs forgo the £304m topslice to contribute to clearing the legacy debt

· A levy of 1.3% p.a. is applied to all PCTs except the 5 financially challenged PCTs for 2009/10 and 2010/11.

· A Challenged Trust Board is established to ensure stringent controls and governance arrangements are in place for those trusts in receipt of funds to clear historic debt.

· Sectors establish an investment fund through voluntary, returnable, contributions to provide any funding requirements for PCTs in their sector for implementing Healthcare for London and reconfiguration.


	Corporate Objectives and Board Assurance Framework:  


	Healthcare Commission Standards supported by this paper: 


	Equality and Diversity considerations and implications from which an Impact Assessment might be made: 

An initial assessment has been carried out across London.  It is recognised that for some PCTs there may be an impact, for example deferral of a planned scheme.  All PCTs have made an initial impact assessment of the impact of the MTFS for their locality.  It is not envisaged that the MTFS will have a significant impact from an equality perspective.  The planning process for developing operational plans, which PCTs are currently undertaking, will ensure that any adverse impact identified by PCTs for their locality is minimised/mitigated.  The flexibility available to PCTs within sectors, and across London, regarding the phasing of the historic debt levy should help PCTs to plan and manage their contribution to minimise the impact.  In addition, PCTs with financial challenges will be eligible to apply to the sectoral investment funds for support with HfL and reconfiguration investments.  



	Resource implications: 
The MTFS has been taken account of in the PCT’s strategy (CSP) and is specifically identified in the financial projections for 09/10 and 10/11.


	Risks Attached to this initiative (Reference to Corporate Risk Register as appropriate)  


	Patient & Public Engagement Input to and/or Impact of this initiative

Governance arrangements to be implemented in each sector for investment fund.

Challenged Trust Board to be established – boards will need to identify 7 PCT representatives, 1 from each sector, to form a joint committee with NHS London

	Communications Strategy:  
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