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This paper aims to promote the following values of the PCT:

Put the patient at the centre   
(
Be a good employer


(
Be a trusted partner


(
Be innovative




Be accessible




Be outcome focussed
(


Brent Teaching Primary Care Trust

Finance Report – March 2005 

1. Introduction

The report provides a summary of Financial Performance for the twelve months ended 31 March 2005.

2. Financial Duties

There are five financial duties for the PCT.  They are:

· To stay within Revenue Resource Limit (RRL)

· To stay within Capital Resource Limit (CRL)

· To stay within Cash Limit

· To achieve a breakeven in income and expenditure of the Provider Services

· To pay at least 90% of the bills within 30 days to comply with Better Payment Practice Code.

3. Revenue Resources Limit (RRL)

The RRL allocated at the end of March 2005 was £375,069,000. The RRL had increased by £11,037,000 in the last two months largely due to funding received to write off buildings at Central Middlesex Hospital (£4,663,000) and Willesden Hospital (£5,019,000) and transfer back of High Labour cost of £1,535,000. The details are in attachment 1.

The summary of the RRL by Directorate is:

	
	£000

	
	

	Initial Resource Limit
	322,831

	Commissioning
	13,927

	Joint Working
	3,492

	GMS/Primary Care
	29,168

	Provider Services
	4,343

	Corporate Services
	(69)

	Others
	1,377

	
	375,069

	
	


The tPCT is the lead purchaser of London Patients Choice Project and receives the funding for the North West London Sector.

4. Capital Resource Limit (CRL)

The tPCT had been initially allocated £675,000 as block allocation. In addition to this, the tPCT had received an allocation of £847,000 from the under spending of CRL in 2003/04. The total CRL for the year was £2,593,000. However, £1,500,000 had been offered to Strategic Health Authority to carry it forward on behalf of tPCT. The tPCT would receive £1,500,000 in 2005/06.   

The anticipated allocations for the year:

	
	£000

	
	

	Block Allocation
	675

	Underspend b/f
	847

	Brokerage refunded 
	900

	Others
	171

	Brokerage
	(1,500)

	
	

	
	1,093

	
	


There was a plan to spend the CRL of £2m, which the Board approved in July. There would be additional expenditure of £425,000 which was the slippage from the last year’s planned expenditure and plans were drawn up to spend £230,000 for Dental Contract Implementation.  

Proposed Capital Expenditure plan for CRL was:

	
	£000

	
	

	Front of House Projects 
	105

	
	

	Health & Safety Projects
	238

	
	

	Backlog Maintenance 
	159

	
	

	Land Purchase – LIFT
	900

	
	

	ICT
	350

	
	

	Dental Contract 
	230

	
	

	Slippage of 2003/04 Expenditure
	425

	
	

	Earmarked Schemes
	186

	
	

	
	2,593

	
	


The net capital expenditure at the end of March 2005 was £1,093,000. The capital expenditure included an investment of £74,000 in LIFTco. There was a slippage in LIFT land purchase of £900,000 and other capital expenditure of £600,000. The tPCT offered a brokerage of £1.5m to Strategic Health Authority to carry if forward to 2005/06 on behalf of tPCT. 

In addition to this, there was a capital expenditure of £1,413,000 for Sure Start Central Brent and £872,000 for Sure Start South Kilburn totalling £2,285,000. This was separately funded by Sure Start Central Unit. 

The tPCT would meet its financial duty to keep the capital expenditure within its Capital Resource Limit.

5. 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 at the end of March was £373,985,000.  This included net capital allocation of £1,093,000. The details of cash spending is in attachment 3. It shows that the payment for expenditure is within the agreed cash limit.

The tPCT has met the financial duty to stay within the agreed Cash Limit.

6. Operating Cost Statement (OCS)

The operating cost statement (Attachment 2) shows the total net expenditure of the tPCT for twelve months would be £374,182,000 compared to RRL of £375,069,000. The financial position of the tPCT shows a net surplus of £887,000. The surplus is due to underspending of £880,000 for Patients Choice funding held by tPCT on behalf of North West London Sector. The underspending would be available in 2005/06.  

The estimated outturn in Operating Cost shows that the tPCT would meet its financial duty to stay within Revenue Resource Limit.
However, this has yet to be audited and carries some risks due to the over performances in activity claimed by the provider Trusts.  

7. Commissioning

From the monitoring reports and invoices so far, it is clear the in-year risks associated with a move towards Cost and Volume agreements for acute hospital care, are real. Whilst the data is still incomplete with some timing lags and omissions, our current forecast outturn is that this be covered by the specific reserve set up for Financial Flows via the LDP and other sources within the budget which could be used for managing in year risk. 

However, there are some large overperformances claimed by the Provider Trusts which tPCT has challenged and excluded from the expenditure.

8. Continuing Care

The panel established to assess the new cases and reviewing the existing cases had helped to contain the expenditure within the budget. This would enhance the control in managing the resources.  The Joint Commissioning Team has reassessed several patients in Nursing Homes and has concluded that some of them would not qualify for NHS Care and would be more appropriate for Social Care. There were savings of £1.7m offset by an increased cost in Free Nursing Care of £1.1m leaving net savings of £0.6m. 

9. Primary Care

All new GMS Contracts were signed prior to 31 March 2004 within the deadline. The achievement of QOF expenditure exceeded the funding by £1m which was met from other slippages and savings within Primary Care budgets leaving a net overspending of £434,000. The actual expenditure was £2,780,000 compared to a funding of £1,780,000. 

10. Prescribing

The projected expenditure for the year based on the forecast at the end of February by PPA indicated that there would be an underspending of £474,000.   The projected savings would largely come from prescribing more generic medicine.  The Strategic Health Authority view is that there should be at least £800,000 savings in 2004/05.

11. Provider Services

There is a significant increase in the Provider Services due a large increase in agency costs and reduction in income from Ealing PCT.  The net projected overspend would be £125,000.  

It is very unlikely that tPCT would meet its financial duty to achieve a breakeven position in its provider service.

12. Cash Flow

Attachment 3 shows the cash flow for twelve months. This shows that the tPCT would stay within its Cash Limit. The cash flow shows a net receipt of £472,000 from sale of Monks Park to LIFTco and One Tree Clinic. It also shows a net investment of £74,000 in Equity and sub-debt in LIFTco. The closing cash balance has been brought to nil to comply with NHS requirement.

13. Better Payment Practice Code

The performance at the end of March 2005 was

· 84% of bills paid within 30 days (increase from 83%)

· 95% of bills in value were paid within 30 days (increased from 94%)

The lower percentage in the earlier months was due to large number of invoices inherited from the Shared Services.  

The tPCT would partly meet its locally agreed financial duty to pay 90% of the bills within 30 days. 

14. Summary

The report shows that the PCT:

· Would stay within RRL leaving a net surplus of £887,000 which would be held on of the Strategic Health Authority

· Stayed within CRL, after offering a breakage of £1.5m. This would be available in 2005/06.

· Stayed within its Cash Limit after offering a Cash brokerage of £1,094,000. The would be available in 2005/06.

·  It is unlikely that tPCT would achieve a breakeven in its Provider Services

· The tPCT partly achieved to pay the number of bills within 30 days. However, tPCT achieved to pay value of bills within the target of 90% of the value of bills within 30 days.

This is a third successful year where the PCT met all its three key financial duties.

The external auditors would commence the Audit on 23 May 2005 and some of the numbers are likely to change once the tPCT has finally closed its books and any post audit adjustments. 

15. Recommendation
The Board is asked to discuss the report and note the progress against its financial duties.


Mahendra Patel

Director of Finance 

Board Meeting – 12 May 2005
