Brent Primary Care Trust
Board Meeting -29 May 2008

Development of PCT Medium Term Financial Strategy

1.  Introduction-What is a Medium Term Financial Plan?
Financial planning is a key element of primary care trust (PCT) management. Organisations that do not plan their finances properly are unlikely to achieve their strategic priorities or make the best use of the resources available to them. The need to improve NHS medium-term financial planning has been highlighted in a number of recent Audit Commission publications. A relatively common finding was that NHS organisations do not prepare and adhere to a robust plan.
The MTFP is a financial reflection of the organisation’s strategic plan. As such it must be developed, understood and delivered by the entire PCT. MTFPs typically cover a three to five year period. 
2. Why do we need a Medium Term Financial Plan?
The Audit Commission has noted that within the public sector the focus tends to be on short-term financial planning, that is, the annual budget. However, key policy developments across the NHS, such as the introduction of three year resource assumptions and of Payment by Results  mean that NHS bodies increasingly need to plan their financial strategies over a longer time period and link these directly to strategic and service priorities. Within Brent the following key drivers make the development of a MTFP an urgent priority:-
· The drive towards World Class Commissioning in PCTs requires the development of a MTFP and supporting financial competencies.
· The external Auditor’s Local Evaluation (ALE) assessments covering the 2006/7 financial year confirmed that medium term financial planning remained a significant weakness for the PCT. This opinion is unlikely to change for the 2007/8 assessment.
· The requirement to provide a financial framework for the PCT Commissioning Strategy, Health and Wellbeing Plans and other strategies (e.g. Primary Care Strategy).
· The requirement to confirm the longer term financial position outlined within the Operating Plan, particularly in relation to the PCTs ability to generate operational surpluses in future years.
· The need to underpin investment plans, including the 2008/9 Phase 2 programme, in a robust MTFP.
· The expectation that PCTs will continue to demonstrate efficiency gains of 3% per annum.

· The strategic changes in service commissioning and provision which are likely to emerge within London as a consequence of the Healthcare for London review will need to be supported by robust and affordable PCT financial strategies.

· Practice Based Commissioning (PBC) is integral to the PCT’s strategic objectives and the PCT needs to support the development of PBC by ensuring that it is consistent with the longer term objectives of the PCT

The development of a MTFP will also facilitate sustainable inter-related plans with other organisations within the local health economy including:-
· NHS provider trusts through their rolling 3 year financial and business plans

· Other PCTs through collaborative strategic commissioning arrangements

· Local authority partners through the development of sustainable Local Area Agreements

3. Requirements of Medium Term Financial Planning
The following good practice requirements have been identified by the Audit Commission  in its report ‘Improving medium term financial planning’  and  will need to be addressed  in order to deliver a  MTFP that supports the PCT’s strategic objectives:-

· Strong and coordinated leadership both at EMT and Board level together with a commitment to the production of a realistic, achievable MTFP with PCT-wide ownership and an emphasis on improving VFM over the longer term.
· The MTFP needs to contain a clear statement of financial intentions to facilitate commissioner-led provider development in order for the PCT to discharge its responsibility as the local provider market manager.
· The MTFP must be explicitly linked to the achievement of the organisation’s key strategic objectives and take account of local and national priorities. It must also be consistent with other internal strategies including workforce planning, IM&T asset management and capacity planning.
· The MTFP must incorporate a systematic approach to the management of risk and incorporate approaches to scenario planning, risk assessment and sensitivity analysis, including best, worst and most-likely case analysis.
· The MTFP must be based on a clear understanding of the cost drivers of the PCT’s expenditure and the relationship between activity and expenditure. It must support the redesign of care pathways and services and the generation of efficiency savings.

· The MTFP needs to be supported by a PCT-wide data quality policy that ensures the reliability of planning data.
· Income and expenditure, balance sheet and cash flows need to be modelled over 3-5 years. Activity and expenditure forecasts must be clearly linked and plans analysed over programme areas.

· The MTFP must be approved by the EMT and Board and communicated to staff and external stakeholders in order to generate ownership of and commitment to the strategies and priorities set out within the Plan

· The annual Operating Plan and associated budgets should flow from the strategic direction and priorities set out within the MTFP.

· There should be a parallel process to support the development of the PCT provider functions and services via the provider development workstream already in place within the PCT.
4. Timetable and Process
It is proposed that the MTFP is presented to the Board for consideration and approval at its meeting on 24 July.  Monthly interim progress reports will be presented to the EMT and NEDs meetings in accordance with the timetable summarised below. It is proposed the PCT Investment Group, chaired by the Chief Executive, takes on the role of MTFP Project Steering Group. 
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Reporting Timetable

Date of 

Meeting

NED 

Briefing

EMT 

Finance 

Meeting

PCT 

Board

Investment 

Board

16-Apr *

18-Apr *

02-May *

16-May *

21-May *

27-May *

29-May *

30-May *

13-Jun *

18-Jun *

26-Jun *

27-Jun *

11-Jul *

16-Jul *

22-Jul *

24-Jul *


5.   Recommendation
The Board is requested to:-

· Note the key drivers underpinning the need for the PCT to produce a Medium Term Financial Plan (MTFP)

· Consider and approve the key requirement and content of the MTFP (a draft structure / list of contents is attached)
· Consider and approve the project management , reporting and timetable arrangements for the production of the MTFP

Jonathan Wise

Director of Finance and Performance
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