
Brent Teaching Primary Care Trust

Finance Report – July 2005

1. Introduction

The report provides a summary of Financial Performance of tPCT for period ending 31 July 2005. The report includes a large value of accruals, as there is always delay in receiving and processing of invoices.   

2. Revenue Resources Limit (RRL)

The RRL received to date is £377,317,000, inclusive of anticipated allocations and adjustments. Details are in attachment 1.

The summary of the RRL is:

	
	£000

	
	

	Initial Resource Limit
	345,466

	Commissioning
	(900)

	Joint Working
	4,840

	Public Health
	1,302

	Primary Care
	25,905

	Provider Service
	2,159

	Others
	(1,455)

	
	

	
	377,317

	
	


3. Capital Resource Limit (CRL)

The tPCT had been allocated £723,000 as block allocation. However, it is anticipated that there would be further allocation during the year for the underspend in CRL in 2003/05 and brokerage offered last year. It is expected that CRL would be £3,140,000 in total. However, this would be reduced to a negative CRL of £3,310,000 after allowing for the proceeds from sale of part of Willesden & Pound Lane. The sale proceeds are yet to be confirmed from the Estate Agents. There would be some risk and hence £978,000 would be retained until the Estate Agents valuation report is received. There would be £2,162,000 available to spend in 2005/06 for capital expenditure.   

The anticipated allocations are:

	
	£000

	
	

	Block
	723

	Underspend b/f 2003/04
	755

	Underspend b/f 2004/05
	4

	Brokerage
	1,500

	Sale of Willesden Site
	(6,450)

	Diabetic part of Retinal Screening
	158

	
	

	Total Net CRL
	(3,310)

	
	


There is a capital expenditure plan approved by the Board in July to spend the CRL of £2,162,000.  The plan is summarised in the table below. 

Capital Expenditure plan for CRL is:

	
	£000

	
	

	Front of House Projects 
	150

	
	

	Health & Safety Projects
	150

	
	

	Backlog Maintenance 
	100

	
	

	Land Purchase – LIFT
	1000

	
	

	ICT
	200

	
	

	Other Schemes  - Willesden
	200

	                           - Wembley                 
	200

	                           - Retinal Screening
	162

	
	

	
	2,162

	
	


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 anticipated cash limit for the tPCT is £374,227,000.  The forecast of cash spending is in attachment 3. This also includes the proceeds from sale of part of Willesden and Pound Lane. 

5. Operating Cost Statement (OCS)

The operating cost shows that the projected expenditure exceeds the Resource Limit by £5.5m.  This is made up of £4.4m LDP overcommitment, slippages brought forward from 2004/05 (£859,000 HAZ, Drug and Alcohol etc) and projected net overspending of £184,000.  However, this could be funded from the slippage and savings.  The Strategic Health Authority requires the tPCT to generate underspending of £1m, towards the sector wide control total.
Monitoring information has started to flow through from Acute Trusts.  The tPCT is still assessing the information.

It is going to be a major challenge to achieve the breakeven position.
6. Local Delivery Plan

The Board approved the plan which showed an over commitment of £4.5m. The tPCT has now released investment resources, but there will be slippage and this will help towards the tPCT meeting the projected year end savings of £1m.

7. Commissioning

The move to Cost and Volume agreements is part of the Payment by Results (PbR) strategy, whereby the majority of hospital care will be costed at standard tariff rate and charged to PCTs based on the type and complexity of the treatment. This year, the majority of the activity purchased with acute trusts is cost and volume related. In addition there are 48 HRGs where changes in activity are charged at full tariff cost. The system rewards Trusts fairly and consistently for the amount of work they perform but as a result will put far more risk on PCTs to manage their position. 

It is anticipated that there will be high financial risks around the Service Level Agreements (SLAs) due to the impact of PbR as this is the first year where Non Foundation Trusts will operate under this methodology whereas with Foundation Trusts this was implemented last year and was reflected in SLAs.

The tPCT is working closely with other PCTs within the North West London sector, and have established a set of ground rules that all PCTs will work within. The rules include a set of principles on commissioning in line with PbR guidance, and for services outside the scope of PbR. There is a focus on PCTs adopting a whole systems approach working with Trusts in delivering national targets. Also included is guidance on payments and overperformance.

The sector wide rules include lead commissioning arrangements where PCTs have delegated their contract negotiation responsibilities with each acute trust within North West London to one team led by that Trust’s host tPCT. The PCTs are empowered to negotiate SLAs on behalf of all North West London PCTs within the parameters agreed within the ground rules. The lead commissioner will be responsible for the performance management of each individual SLA. However the lead commissioner will be accountable to all PCTs it represents. Brent tPCT is a lead commissioner for North West London Hospital Trust.  The SLA with North West London Hospital Trust has been signed.
In terms of the tPCT’s acute commissioning portfolio, most SLAs have been agreed with a noteable exception of a small number of Trusts both within and outside the sector. 

Monitoring activity information has started to flow through, the main areas of concern have been around over-performance against non elective targets, and the high value of uncoded activity if coded this could potentially subject the tPCT to high financial pressures. Quarter 1 acute trust activity has now been received and the projected over performance stands at £1.6m, however trust monitoring information is being compared to that from the national clearing house and discrepancies are currently being discussed with the providers concerned.
The Out of Area Treatments (OATs) have now been replaced by Non Contracted Activity (NCA), for the first quarter charges in the excess of £100k have been incurred, this budget will be monitored closely throughout the year.
8. Continuing Care

The previous trend of increase in demand for Continuing Care would continue. However, the tPCT has managed to renegotiate some of the block contracts and managed to achieve the savings. There is also a panel being established to assess the new cases and reviewing the existing cases. This would enhance the control in managing the resources. It is too early to quantify the financial risk.

9. Primary Care

The financial risk in Primary Care would be mainly in the Quality and Outcome Framework (QOF) payment. The tPCT has not received the details of this year funding. There was an overspending of over £1m against QOF resources last year. 

10. Prescribing

The actual expenditure for April to June has been received so far and estimates have been used for July. There would be a pressure in prescribing costs due to implementation of new GMS Contract. However, the increase in costs would be offset from savings resulting from the switch to generic prescribing. It is too early to quantify the risks associated with the implementation of New Pharmacy Contract.

11. Provider Services
The most significant areas of financial risks are bedded (Elderly, physical Disability & Learning Disability) services. Within learning disabilities the locum cover costs are exceeding available resources. In addition to this, there is a potential risk in overspending due to the use of agency staff, however with the PCT staff bank up and running the impact of this should be visible this financial year.

12. Other Risks

There are other risks associated with the potential over commitment in LDP of £4.5m. In addition to this, financial impact of Agenda for Change has not fully materialised. However, some of the LDP investments will be held back to help the tPCT mitigate some of the risks. 
In addition to these risks the tPCT contribution to North West London sectors overall financial position is an additional pressure for the PCT.

13. 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 assuming that Department of Health would release all the Cash Limit currently held back. .

14. Better Payment Practice Code

The performance at the end of July 2005 was

· 88.6% of bills paid within 30 days (Target 90%)

· 96.8% of bills in value were paid within 30 days (Target 90%)

The above now includes payments to NHS organisation which was previously excluded.

15. Summary

The plan is to achieve the main financial duties. However, there are risks associated in achieving the financial targets if the expenditure is not controlled. It is anticipated the projected deficit of £5m would be offset by Slippage and Savings. The Forward Financial Planning Group has been established to review the current level of a spending to generate savings in excess of £1m.

16. Recommendation
The Board is asked to discuss and note the report.


Mahendra Patel

Director of Finance 
Board Meeting – 22 September 2005
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