Brent Teaching Primary Care Trust

Finance Report – July 2006

1. Introduction

The report provides a summary of Financial Performance of tPCT for the four months ended 31 July 2006 and forecast for the year.  The report also includes Resource Limits, Cash flow, Cash Forecasts and Balance Sheet.  
2. Revenue Resources Limit (RRL)

The RRL allocated at the end of July 2006 was £367,953,000.  The details are in attachment 1.

The summary of the RRL by Directorate is:
	
	31 May 06

£000
	Change

£000
	31 July 06

£000

	
	
	
	

	Initial Resource Limit
	375,898
	-
	375,898

	Commissioning
	(22,840)
	(25,758)
	(48,598)

	GMS/Primary care
	49,589
	424
	50,013

	Provider Services
	1,141
	382
	1,523

	Corporate Services
	(141)
	-
	(141)

	Strategic Reserves
	(11,315)
	-
	(11,315)

	Others
	708
	(135)
	573

	
	393,040
	(25,087)
	367,953

	
	
	
	


There was a reduction of £24.1m in Commissioning for NWLH deficit brought forward from 2005/06.  There was a further topslicing of £700,000 for Strategic Reserves and £1,971,000 in central budgets in August.  This has not been included in the Resource Limits.  The tPCT has a savings plan to address the reduction in resources.  This has been included in Savings Plan paper.
3. Capital Resource Limit (CRL)

The tPCT had been initially allocated £3,092,000 as block allocation. There is an anticipated net transfer of £126,000 to NWLHT for equipment.  The tPCT has asked SHA to transfer £440,000 to revenue as a grant to GPs for the incentives in respect of Choose and Book initiative.  In addition to this, the tPCT would receive a return of brokerage of £1.5M and an underspend of £0.5M from 2005/2006.  However, it is anticipated that £1.5m would be offered as a brokerage to be carried forward to future years.   

The anticipated allocations for the year:

	
	£000

	
	

	Block Allocation
	3,092

	Underspend b/f
	567

	Brokerage refunded 
	1,500

	Others
	(126)

	Transfer to Revenue for Choose & Book
	(440)

	
	

	Capital Resource Limit
	4,593

	Brokerage to be offered
	(1,500)

	
	3,093

	
	


There is a plan to spend the CRL of £3m, which the Board approved in May 2006. 

Proposed Capital Expenditure plan for CRL:

	
	£000

	
	

	Front of House Projects 
	209

	
	

	Health & Safety Projects
	225

	
	

	Backlog Maintenance 
	150

	
	

	Barham House
	571

	
	

	Land Purchase – LIFT
	1,000

	
	

	Monks Park (Equipment)
	350

	
	

	ICT 
	400

	
	

	Other Schemes
	95

	
	

	
	3,000

	
	


The net capital expenditure at the end of May 2006 was £616,000. 

4. Cash Limit

The Cash Limit is the total cash the tPCT is allowed to draw from the Treasury to meet its cash payments for Revenue and Capital Expenditure. The cash limit for the tPCT as at the end of July was £399,787,000.  This included Capital Resource Limit allocation of £4,593,000. The detailed breakdown has now been received from Strategic Health Authority and is in line with the expected cash limit.  

5. Operating Cost Statement (OCS)

The operating cost statement (Attachment 2) shows the total net expenditure for four months and projects the expenditure to the end of the year.

The variances are summarised in the following table.  The adverse variances are in the brackets.
	
	Year to date
	Forecast for year to  

	
	(Apr-July)
	(2006/2007)



	
	£000
	£000

	
	
	

	
	
	

	Commissioning Acute
	(3,817)
	(4,733)

	
	
	

	Commissioning – Non Acute
	(269)
	(808)

	
	
	

	Public Health
	(34)
	(102)

	
	
	

	Primary Care
	(690)
	(1,472)

	
	
	

	Provider Services
	(359)
	(1,076)

	
	
	

	Corporate Services
	(13)
	(39)

	
	(5,182)
	(8,230)

	Earmarked funds & LDP
	716
	2,149

	Savings
	
	2,000

	
	(4,466)
	4,081

	
	
	


The year to date position includes savings that have already been achieved and the forecast assumes that all the agreed savings will be achieved.  The savings of £2m shown above represents the savings plan of £2.9m agreed by the Board in July.

In order to achieve a breakeven further savings of £4m will have to be agreed and achieved during the year.  The above does not include the further savings of £2.7m as referred in item 2 above.
6. Commissioning

The year to date position shows an over performance of £2.7m in commissioning and non-achievement of £1m of demand management savings totalling £3.7m overspending.  However, it is assumed that the rate of over performance will be reduced and there is a risk that tPCT will not achieve savings of £3.2m in demand management.  The forecast overspending is £4.7m for 2006/07.  There is a great risk to achieve  breakeven if the overperofrmance is not challenged and controlled.
This financial year sees the full roll out of Payment by Results covering at least 75% of acute activity, using the national tariff. To date almost all NHS service level agreements have been agreed except for a small number that we are currently working through. Heads of agreements have started to filter through and will be signed in due course.

This year the tPCT has worked to the London wide arrangements, where we have led negotiations with our host provider on behalf of all PCTs in London and the other PCTs have led on our behalf. 

In terms of performance to date, the information that is available for the first two months of the financial year is very poor, as a large number of trusts have not sent information.

The first cut of Practice based Budgets has been set and communicated to both practices and clusters, but as yet year to date performance information has not been sent out as per reasons above, but these will be sent out in due course.

Practices have agreed to take a share of the PCT savings programme, this is not visible in this report, but in the next Board paper a Practice based Commissioning performance report will be attached for information.

7. Non Acute Commissioning
The previous trend of increase in expenditure for Continuing Care would continue.  There is a panel to assess the new cases and reviewing the existing cases.  This would enhance the control in managing the resources.  

The new IT system for Continuing Care is now being implemented and has gone live.  As part of the new system, there is a module to approve invoices and generating accruals for the end of each accounting period.  The module has not been implemented.  There is a major work going on to clean the data before the module can be implemented.

However, savings of £1M has been planned in Continuing Care.  It is assumed that the savings of £0.5m will be delivered.
The forecast overspend would be £808,000 for the year in Non Acute Commissioning.
8. Primary Care

All new Dental Contracts were signed on due date.  All budgets have been set.  It is too early to establish any trend in Dental contracts.   However, GP practices show a net overspending of £900,000 in QOF partly offset by reduction due to slippages in enhanced services.
9. Prescribing

The information from PPA for four months shows an overspending of £200,000.  The PPA forecast for 2006/07 shows an overspend of £1.8m.    However, the Prescribing Advisors  view is that the tPCT will be able to achieve a breakeven at the end of the year in Prescribing budget issued to GPs.
10. Provider Services

There is an overspending of £359,000 in the four months.  It is assumed that further savings of £1,440,000 and non recurrent savings of £1.5m will be achieved by end of the year.  However, the projected overspend for the year would be £1m largely in inpatient services.
11. Cash Flow

Attachment 3 shows the cash flow for four months and projection for the year.  This shows that the tPCT would stay within its Cash Limit.  The cash flow shows a receipt of £900,000 from sale of Vale Farm site to LIFT. It also shows a net investment of £138,000 in Equity and sub-debt in LIFT.
12. Better Payment Practice Code

The performance at the end of May 2006 was
· 79.1% of bills paid within 30 days 
· 93.3% of bills in value were paid within 30 days 

The lower percentage in the earlier months was due to large number of invoices received and processed at the end of the last financial year.  The target is 90%.
13. Monthly Cash Forecast

Appendix 4 shows the monthly cash forecast.  The tPCT will keep its cash expenditure within its cash limit for 2006/2007.  However, the risk would remain in keeping within Cash Limit if a financial break even is not achieved.  Hence the year end payments would have to be controlled to keep within Cash Limit.
14. Balance Sheet
Attachment 4 gives a snap shot of all the assets and liabilities of the tPCT.  It shows the forecast balance sheet as at 31 March 2007.


15. Summary

The plan is to achieve the key financial duties.  However, there is a very high risk associated in achieving the financial targets.  The tPCT will require a further savings plan and actions to reduce the overspending so that the projected deficit of £9m can be reduced.
16. Recommendation
The Board is asked to discuss and note the report.

Mahendra Patel

Director of Finance 
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