Financial Savings Plan – Risk Assessment and Recovery Plan

1. Introduction

The last Board Paper identified risks to the delivery of the Financial Savings Plan for 2006/07 and agreed a contingency plan.

London SHA is expecting Brent PCT to agree and deliver a balanced plan, including the Recovery Plan.  There is a clear expectation that the Recovery Plan itself should be risk assessed and, therefore, the plan should contain a higher set of savings than the currently identified gap.

The Board is, therefore, asked to:

· note the risk assessment and risk management actions

· agree to the recovery plan (the first part is included in this paper and the rest will be tabled at the Board).

2. Risk Assessment

Each project that makes up the savings plan has been risk assessed on the following criteria:

· achievement of milestones

· significant stakeholder involvement

· other risks and issues

· effectiveness of the measures

The summary of the risk assessment is set out below.

The key gap is on demand management savings, where, despite some slippage, the key issue is the effectiveness of our schemes.  For quarter 1 the major gap is on emergency admissions, which have increased at North West London Hospital Trust rather than reducing in line with our plan.

The PCT savings plan has been increased by £2.7m by a combination of a further requirement for a loan to London SHA and reductions in training and DH funding at a lower level than anticipated.  This was advised by London SHA on 24th August.  The PCT has a proposed recovery plan for this amount (see below).

	Workstream
	Original Plan
	Risk Assessed Plan
	Gap

	Mental Health
	£1.5m
	£1.5m
	

	Continuing Care
	£1m
	£0.5m
	£0.5m

	Other SLAs
	£0.8m
	£0.8m
	

	Demand Management
	£7.2m
	£2.5m
	£4.7m

	Provider Management
	£1.6m
	£1.3m
	£0.3m

	Estates Review
	£1.9m
	£1.9m
	

	Prescribing
	£1.7m
	£2.0m
	(£0.3m)

	Management Costs
	£0.8m
	£0.8m
	

	Subtotal
	£16.5m
	£11.3m
	£5.2m

	July Board agreed extra savings
	£2.9m
	£2.0m
	

	Net
	£16.5m
	£13.3m
	£3.2m

	SHA advised extra savings 
	£2.7m
	£2.7m
	

	Total
	£19.2m
	£16.0m
	£3.2m


The PCT needs to develop a further recovery plan of at least £6m to cover the high risk of not delivering all the savings at this stage.  It also needs to cover any upward pressure against budgets highlighted in the Finance Report.

3. Risk Management

Given the degree of risk, the PCT has been taking advice from the Turnaround Director for London SHA.  It has been jointly agreed that the PCT would benefit from Phase 1 of external Turnaround resource,  which would further test the robustness of the current plan and recovery plans and recommend further action on recovery.  After consultation with the Board, the PCT is actively pursuing this and will report progress to the Board at the meeting.

On demand management, there is a constituted Demand Management Group pooling the resources of Commissioning, Public Health and Informatics and gaining involvement from cluster representatives in order to gain clinical input and engagement in the conclusions.

4. Recovery Plan

The first part of the Recovery Plan is to meet the requirement for a further £2.7m .  The proposals are:

	Savings Proposal
	Savings 2006/07

	Benefit of Willesden Hospital PFI refinancing
	£2m

	Reduce LDP expenditure – Reduce expenditure in cancer as the SLA has turned out to be less than the LDP identified spend and TB expenditure that has been absorbed into Health Promotion core budget.
	£0.2m

	Temporary ward closure at Willesden Hospital – Willesden Hospital would still deliver increased activity over the old model.  The savings would be by reducing current bank usage and further management of vacancies.
	£0.2m

	Reduce primary care expenditure, particularly focusing on enhanced services and QUOF
	£0.2m

	Do not fund North West London Hospital Trust on areas for which we do not receive funding.   The current assumption is that funding for audiology, which is normally passed through to the Trust is not likely to be funded in 2006/07 as part of the £2.7m extra task.  The Trust has been advised of this approach.
	£0.1m

	Total
	£2.7m


This plan requires further risk assessment and its robustness is currently being challenged by McKinsey & Co on behalf of London SHA.  The outcome of this challenge should be available for the Board meeting.

Proposals for the further recovery plan of £3.2m, for which the aim should be to save £6m in order to manage likely risks, will be presented to the Board.  The main areas will be to recover the existing savings plan, to further squeeze expenditure and to identify a small number of new savings areas.

5. Key Emerging Issues

In reviewing budgetary performance, it has become clear that the PCT stop smoking service is achieving its current targets, but is overspending against its budget.  The Board is invited to agree that it can overspend its budget by £85k in order to ensure delivery of the target.  This target is one of the key targets contained in the DH Operating Framework for 2006/07. 

This will add to the requirement for Recovery Plan proposals set out above.

6. Communications and Consultation

The progress and key milestones are:

· GP engagement – A workshop is planned for 27th September, which will include the launch of guidelines for use of the pathways and treatments, which have little evidence of effectiveness.  Further attendance at cluster boards and GP cluster forums is planned.

· Staff engagement. – Director visits have been reinstated.  A staff presentation on the savings position is planned ahead of the Board meeting.

· Stakeholder meeting – This is planned for 18th October to cover both Developments and Savings.  The invitees are the Board, PEC, local authority and the community involvement workstream.

· Overview and Scrutiny Committee – 4th October.

