Brent PCT Board meeting  -  22 March 2007

Financial performance for the 11 months to the end of February 2007
Performance against budgets
Expenditure to the end of February is £26.5m over budget which is an increase of £4.3m on the deficit reported at the end of January and the year end forecast outturn has been revised to £25m. 
The reason for this deterioration in the deficit is a historical issue which dates back to Brent and Harrow Health Authority. The HA, and subsequently the PCT, has consistently underprovided for the Prescription Pricing Authority (PPA) creditor at the year end. Locally approximately 2 weeks’ expenditure has been included whereas the recommended level is 7 weeks and the value of this difference is £4.7m. Many PCTs had a similar issue but most corrected this 2 years ago in line with Department of Health advice but this did not happen in Brent. Whilst the PCT has always shown 12 months’ prescribing expenditure in each year’s accounts, if the PCT were to cease to exist at the end of March it would not be able to pay the whole sum outstanding to the PPA therefore this needs to be corrected. This issue has been discussed with the SHA and a decision has been made to make this change now. This will increase the cumulative deficit but the SHA has said that it will not expect this additional sum to be repaid in 2007/08.   

Excluding the £4.7m prescribing change, performance against budgets has improved by £0.4m.
The acute commissioning overspend has increased by £0.7m since January. There is still a high level of uncertainty about the information on performance against SLAs and it is not yet possible to see clearly whether savings initiatives are being achieved. Systems are being put in place to improve the speed and quality of information on acute commissioning expenditure but the benefit of this will not be seen until next year. However the PCT has discussed forecast outturn with providers and in the light of these discussions the year end position is not expected to be materially different from the current forecast.
The overspend on joint working reflects some underachievement of savings in mental health. As for acute commissioning, information on continuing care spend is also being improved to ensure expenditure incurred is accounted for promptly and accurately. The year end variance may be higher than the forecast shown.
The medical contract overspend is due mainly to QOF payments.
Prescribing spend has reduced this month and this budget is £1m underspent at the end of February and it is expected that there will be a substantial underspend at the end of the year.
Within provider services expenditure is in line with the plan for this point in the year and the net deficit has reduced by £250k since January.
Achievement of savings

By the end of February, gross savings of £9.2m had been achieved compared to the target in the turnaround plan of £8.5m. The expected total for the year is £11.7m as reported to the board separately.
The previously identified risk relating to achieving a gain on the sale of assets has been eliminated as the SHA has agreed to provide impairment funding to offset the reduction in the value of these assets when they were revalued to Open Market Use before sale. This means that the expected profit of around £1m should be a benefit to the income and expenditure account. This is not currently included in the £11.7m forecast above. 
Within the turnaround plan there is an expected saving of £1m relating to terminating the SLA with Harrow PCT for use of their elderly care beds at Northwick Park. There is currently a difference of view about the contractual position between the 2 PCTs and the aim is to resolve this by negotiation but there is a risk that not all the expected saving will be achieved.
2005/06 creditor issues

Work on resolving the value of outstanding 2005/06 NHS and local authority issues has continued to progress and the year end forecast still stands at £10m. For some very old debts to the Council, and for sums due by the Council to the PCT, full records are not available and so the PCT and Council will have to negotiate a settlement before the accounts for this year are closed.

Forecast outturn 
As indicated above, the year end forecast deficit is now £25m and the increase is entirely due to the historical prescribing creditor issue. However, whilst a detailed reforecasting exercise has not been done, it is expected that the final position will be better than this.  
Cash

The PCT’s cash requirements have been reviewed and a loan of £10.8m has been agreed by the SHA. This will enable the PCT to meet its commitments to paying NHS and other creditors within normal timescales. There will be an interest charge for this loan, estimated at 4.5%, and the loan will be repaid over 3 years. 
Capital expenditure

Expenditure to date is £1.6m against a revised Capital Resource Limit of £2.2m. £1m has recently been brokered back to the SHA and will be returned in 2007/08. 

Balance sheet       
A balance sheet has not been prepared this month as staff have focussed on preparation for the annual accounts process. Considerable work has been done to reduce the level of debtors which are now £5.3m compared to £13.4m reported in January.
Anna Anderson

Interim Director of Finance
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