Brent Teaching Primary Care Trust

Financial performance for the 9 months to the
end of December 2006
Revised budgets and performance to date
Budgets have been revised this month to reflect the turnaround plan and this first section of the finance report explains the changes and the impact these have on the variances shown.

As part of the turnaround process all managers were asked to make a realistic forecast of the year end outturn against their budgets and, as reported to the board, this exercise showed that, if no action were taken, the PCT would be £25.1m overspent at the end of March. In parallel to this forecasting exercise a series of savings were identified which were expected to achieve £14.2m of savings resulting in a net deficit of £10.9m.

Budgets have now been adjusted for these changes in order to provide clear, realistic targets for managers to work towards and provide a basis for holding managers to account. A summary of the changes is set out below:
	
	£m

	Original budget to end December
	277.6

	Adjust to forecast outturn in turnaround plan
	18.8

	Less agreed savings to date
	-6.9

	Revised budget
	289.5

	
	

	Expenditure
	298.8

	Deficit against revised budgets
	9.3

	
	

	Excess budget issued above Resource Limit
	11.9

	Deficit against Resource Limit
	21.2


The main reason why the deficit has increased from £16.5m reported for the end of November to £21.5m at the end of December is because £10m is now included for 2005/06 issues, compared to £5m last month. This change is explained further below.

Despite these changes to budgets, there are still overspends in many areas, and particularly in commissioning, which suggests that earlier forecasts may have been too optimistic about underlying expenditure trends and not all planned savings are being achieved.
By the end of December, gross savings of £4.4m had been achieved compared to the target of £6.9m in the turnaround plan.

Arrangements for performance management of actions across the organisation to keep expenditure within budget have been strengthened to ensure all possible steps are taken to deliver the expenditure plans agreed in November.  

Unweighted savings

Whilst budgets have been adjusted for weighted savings this year it is important to remember that the aim should be to achieve as much as possible towards the unweighted targets for each element of the turnaround plan. The unweighted savings target for this year in the original plan was £19.2m.
2005/06 issues

Work to quantify the value of outstanding 2005/06 issues that will impact on financial performance in 2006/07 is progressing well and will be reported to the Audit Committee later this month. This work has covered a review of sums due to NHS organisations and the local authority for services provided before this financial year and it has also covered sums owed to the PCT to verify that these are correct. It is currently estimated that the total will be around £10m and this is included in the forecast year end deficit.

Forecast outturn 
The forecast year end deficit has been revised from £10.9m to £17.6m following a review of plans by incoming Directors who were not involved in the turnaround process. This reflects two main factors:

· £3.2m - a more realistic assessment of what will be achieved from agreed savings plans

· £3.5m - the impact of revising the value of 2005/06 issues from £6.5m included in the turnaround plan to £10m now.
Cash

The PCT’s cash requirements have been reviewed and an estimated £6.8m of brokerage has been requested from the SHA. The arrangements for obtaining cash support will be changing in the near future to a loan regime and this will necessitate more sophisticated cash planning to maintain liquidity whilst minimising borrowing costs.
Capital expenditure

Expenditure to date is £1.2m against a Capital Resource Limit of £3.2m. In the original plan it was expected that £1m would be needed this year to buy land associated with the Kingsbury Primary Care Centre development and as the future of this scheme is being reviewed this funding will not be needed in the current year.

As a result of this change, and a review of expected expenditure in the remainder of the year, it is expected that not all of the Resource Limit will be needed and £1m has been brokered back to the SHA and will be returned in 2007/08. 

Balance sheet       
The value of land and buildings reflects the impact of indexation, and the investment in the Sudbury Court LIFT project.  The increase in debtors includes the impact of North East London Hospital Trust RAB adjustment.  The creditor balance has increased due to the impact of the Christmas holiday period, when fewer payments were made.

Public Sector Payment Policy

The PCT is obliged to pay all creditors within 30 days on receipt of goods and should aim for a 90% target.

For the period April to December the following was achieved:
NHS – 84.8% of bills paid representing 94.9% of the value

Non NHS – 80.7% of bills paid representing 96.7% of the value.
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