Board Paper January 2008

Medium Term Financial Strategy for London
1 Background
During December 2008, a paper was submitted summarising the proposal for a Medium Term Financial Strategy (MTFS), which all PCT boards were asked to consider and approve.
This paper provides feedback on the outcomes of the board meetings and the MTFS proposal, and the next steps to take the MTFS forward.
2 Outcome of the Board Meetings
In order to address the deficit problem of London and facilitate the implementation of reconfiguration and Healthcare for London (HfL) across the Capital, all 31 PCT boards were asked to agree to:

1) Forgo the return of the topslice

2) A non-recurrent, non-recoverable levy of 1.3% p.a. for the next 2 years where the PCT is in balance and not repaying prior year debts

3) Establish a joint committee with NHS London and the 31 London PCTs to form the Challenged Trust Board, with representation for the 31 PCTs to be provided through 7 members which will be agreed within each sector

4) Define within sectors the level of funds required to support PCTs within their sector to implement at least the minimum requirements of HfL and any reconfiguration costs to support Trust Transformation

5) Set up sectoral investment committees (or their JCPCTs, if appropriate) to oversee the allocation and repayment of monies from sector-based investment funds (in relation to 4)

6) Undertake full local equality impact assessments (EIAs) as well as health inequalities impact assessments (HIIAs) relating to the effects of the MTFS in the context of plans and commissioning arrangements being completed in Quarter 4 where initial impact assessments indicate further work is required to mitigate risks
Of the 31 PCTs, all have agreed to the above recommendations, subject to certain provisos and caveats raised by some of the boards.  These have been reviewed, and are summarised in the following section.
3 Caveats on Supporting the MTFS Proposal
In agreeing and signing up to the MTFS proposal, there were a number of caveats that PCTs put forward which have been reviewed.  Some caveats were raised by a number of PCTs, and responses to these have been provided below.  Those caveats raised by individual PCTs will be responded to on a one to one basis with the PCT concerned.
· Legality of the decision
We have sought legal advice regarding MTFS, who have reviewed the Challenged Trust Board and MTFS proposals.  The process is lawful, but clearly it is the PCT board’s duty to undertake an impact assessment to assess any local impact in 09/10 and 10/11 against the pan-London benefits of equality in health services and a viable provider landscape across London.  Boards were therefore advised that they need to consider this when considering the MTFS proposal.  Boards were asked to complete Appendix D that looked at the local impact for their PCT, and highlight if a further impact assessment was required.

Challenged Trust Board

There were a number of issues raised regarding the Challenged Trust Board.  These are listed below:

· Challenged Trust Board to be set up by PCTs

The CTB will be a joint committee with the SHA, with the SHA sharing its decision-making powers with the PCTs as the SHA will be accountable for the funds collected through the levy.
As per the December board paper, there will be a double-lock mechanism in operation such that the PCT representatives of the CTB would be responsible for discharging the monies on behalf of the 31 PCTs.  For plans to be accepted, and funding to be provided, NHS London and Provider Agency also need to agree that the plan is robust and sufficient, and that the organisation has the capacity and capability to deliver it.

Proposals which are not approved by both parties to the CTB will be returned to the relevant commissioners for further work.

· The CTB must have membership with the right mix of skills, experience and competencies (including a clinical member) to ensure FCTs deliver against agreed plans and milestones.  PCTs need assurance of the strength and effectiveness of the mechanisms to manage the CTB process.

The proposal for the CTB was included in the December MTFS board paper.  The operational aspects are currently being developed, including how all relevant parties will interact and their involvement in the process.
The effectiveness of the CTB will be assured due to several factors, including:

· The partnership of the SHA with its powers and the PCTs with their sector and peer reviews
· The additional powers now available through the new failure regime

· Linking of financing with quality of plans

· The CTB must only comprise of members from non-beneficiary PCTs
Sectors will agree their representative who will represent the funders, not the recipients.  Sectors are seeking to avoid PCT representatives from areas gaining significantly.
· Plans for FCTs must be agreed by their local PCT performance management (host PCT and sector JCPCT), including taking remedial action for FCTs that have not achieved their agreed plans and milestone targets to be robust and enforceable
As per the board paper, PCTs and Trusts will be responsible for submitting robust plans.  The role of the CTB is to oversee the progress of these plans and determine whether performance supports the payment of funds to clear the Trust’s historic debt.  Host PCTs will retain the responsibility to develop and sign off plans and corrective actions.  The CTB will need to hold local PCTs to account for this delivery on behalf of London. 
· Funding for Trusts must be tied to delivery against plans and timetabled milestones, with tangible measurable outcomes
This is fundamental to the CTB operation – payments will be aligned to the achievement of plans and will require the agreement of all parties on the CTB.

4 Impact of RAB support

In December 2008, the Chief Executive of NHS London met with David Nicholson, David Flory and Bruce Keogh to discuss how NHS London plans to tackle the performance and quality issues in London over the next couple of years, and importantly, what the barriers to succeeding in these plans were and how the DH could work with NHS London to overcome them.

At this meeting, it was confirmed that the DH would provide £100m of funding in support of MTFS, which partially covers the funding gap which arose when the DH abolished the Resource Accounting and Budgeting (RAB) system last year, and will significantly reduce the financial burden faced by PCTs in funding the debt write-offs contained in the MTFS.
The levy included in the proposal in the December paper was based on a funding gap for RAB of 187m, requiring a 1.3% levy across the 26 PCTs not currently repaying debt.  The £100m funding support from the DH therefore reduces the RAB gap, and consequently reduces the levy from 1.3% to 0.8%.
5 Investment Funds

Each sector will need to identify any funding gaps associated with HfL and reconfiguration and set up an investment fund based on refundable contributions from the PCTs in the sector.

The planning processes and development of operational plans being developed in January will confirm the requirements by sector in terms of funding support required and which PCTs will require the support, together with the repayment terms.
6 Next Steps
The immediate priority is the establishment of the CTB.  The Terms of Reference were presented to the SHA board meeting in December (see Appendix A) and the establishment of a joint committee with the PCTs was approved by the SHA Board on 22nd December 2008.
The 7 PCT representatives have been nominated and agreed.  These will be:

· Inner NEL – Frances Davies – Audit Chair City and Hackney

· Outer NEL – Tim Woodman - Medical Director Havering
· Inner NWL – Peter Molyneux – Chair Kensington and Chelsea

· Outer NWL – Jonathan Wise – Director of Finance Brent

· NCL – Rob Larkman – Chief Executive Camden
· SEL – Caroline Hewitt – Chair Lambeth
· SWL – Ann Radmore – Chief Executive Wandsworth
The first meeting of the CTB is scheduled for mid January 2008.  At this meeting, the CTB will confirm the ways of working, including the performance criteria by which Trusts will be assessed, as well as the collection mechanism from PCTs.
The accounting arrangements for the historic debt fund and any sector-based investment funds (if these are to be held by the SHA) are to be finalised by NHS London.

Appendix A
Terms of Reference for the Challenged Trust Board
Constitution
The NHS London Board (the Board) hereby resolves to establish a joint committee of the NHS London Board with the London PCTs to be known as the Challenged Trust Board (the committee).  The committee has no executive powers other than those delegated in these terms of reference.

Membership
The committee will be appointed from NHS London and the London PCTs, and shall consist of not less than ten members.

The members representing NHS London will be the Chair and Chief Executive of the Provider Agency and the Director of Finance and Investment.

The 31 PCTs will be represented by 7 representative PCTs, one from each sector.  Each sector will be responsible for nominating and appointing its representative.

The PCT membership will include Chairs, Chief Executives, a Director of Finance and an Audit Chair.

One of the PCT members will be appointed Chair of the committee by the Challenged Trust Board.

Appointments to the committee shall be for the period to the end of March 2011, in line with the target date for clearing the historic debt.  The need for the CTB will be reviewed 3 months prior to the proposed end date to determine whether there is the need for an extension.  If an extension is deemed to be necessary, the membership will continue unless a PCT member wishes to step down.  Should a PCT member wish to step down, the sector the PCT represents would need to nominate and appoint a replacement.
Attendance
The Director of Finance and Investment, Chair and Chief Executive of the Provider Agency and the 7 PCT representatives shall normally attend meetings.

A team from a Trust and its lead commissioner will be expected to attend meetings where plans are being submitted and/or a request for the transfer of funds is being made.

Quorum
This shall be four members, two from NHS London and two PCT representatives.

Frequency
Not less than three times per year.

Agenda and Papers
Meetings of the committee will be called by the committee chair.  The agenda will be drafted by the secretary and approved by the committee chair prior to circulation.

Notification of the meeting, location, time and agenda will be forwarded to committee members, and others called to attend, six days before the meeting.  Supporting papers will also be sent out at this time.  If draft minutes from the previous meeting have not been circulated in advance then they will be forwarded to committee members at the same time as the agenda.

Minutes of the Meeting
Administration support will be provided from the Office of London PCT Chief Executives to minute proceedings and resolutions of all meetings of the committee, including recording names of those present and in attendance.

Authority
The committee is authorised by the Board to investigate any activity within its terms of reference.  It is authorised to seek information it requires from any employee and all employees are directed to co-operate with any request made by the committee.  The committee is authorised to obtain outside legal advice or other professional advice and to secure the attendance of outsiders with relevant experience if it considers this necessary.

Duties
The duties of the committee can be categorised as follows:

1. Deployment of funds

The CTB will be responsible for directing the use of the PCT levy for addressing historic debts.
The CTB will determine the conditions (in the form of a recovery plan or similar) to be placed upon Trusts receiving payments from the pool

· There will be a double-lock mechanism in place such that all investment of the collective fund requires the agreement of the PCT representatives, and in addition, plans will only be sanctioned where NHS London is satisfied with the robustness of the proposals and the capacity of the organisation(s) concerned to implement them
· Proposals which are not approved by both parties to the CTB (ie the SHA and PCT representatives) will be returned to the relevant commissioners for further work.

The CTB will be responsible for monitoring the delivery of agreed recovery plans

Each of these activities will be carried out in collaboration with the relevant coordinating commissioner and the Provider Agency.

Should a financially challenged Trust fail to develop a credible recovery plan, or if a Trust's delivery of an agreed recovery plan is not satisfactory, then the role of the CTB is:

· To recommend to the coordinating commissioner that specified corrective action be taken should a provider fail to develop an agreed and robust recovery plan.

· To recommend to NHS London that specified remedial action be taken (in line with the NHS performance regime) should a provider fail to deliver the agreed recovery plan satisfactorily. 

2. Other Matters

The committee will review its own performance annually to ensure that it is operating at maximum effectiveness and recommend any changes it considers necessary to the Board for approval.

Sources of Information
The committee will receive and consider plans and reports from Trusts requiring funding support.  The committee will receive and consider other sources of information from the Provider Agency and SHA.

Reporting
A report on the work of the committee shall be submitted for consideration at each SHA and PCTs’ Board meetings.  In this report the Chair of the committee shall draw to the attention of the Boards any issues that require disclosure to the Board, or require executive action, including any recommendations for further actions under the NHS Performance Regime.  The report will provide details on the amount of funds that have been allocated and paid to the Trusts, together with projections on the use of the historic debt fund.
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