	BRENT TEACHING PRIMARY CARE TRUST

Date of meeting: 12 May 2005


	Agenda Item


	5

	
	BtPCT Paper No


	05/038

	
	Attachment 


	B


DRAFT BUDGETS 2005/06

The report provides Source and Application of Funds and Draft Budgets

2005-06.

	Recommendation: Members are asked to discuss and agree the draft budgets




	Director:

      Mahendra Patel   

     Tel:  020 8795 6461


	
	Contact Name:

     Mike McGowan

     Tel:  020 8795 6470


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 Primary Care Trust

Draft Budgets 2005/06
Introduction

The paper sets out the source and application of funds and draft proposed revenue budgets for 2005/06.

1. Last Year 2003/04

The final Resource Allocation for 2004/05 was £375,069,000. The initial allocation on 1 April 2004 was £322.8m. During the year there was an increase in funding of £52m. The increases in funds were in Primary Care (£29m), impairments (£10m) and others (£13m). The provisional outturn for the year is a net surplus of £887,000. The surplus was due to underspending on Patient Choice funding held on behalf of North West London Sector and would be available in 2005/06 to spend on Patient Choice.

2. Allocation 2003-2006

The DOH announced the funding of 3 years for NHS just before Christmas of 2002. Brent PCT

The National Headlines were:

· Largest increase in funding in any 5 year period in history of NHS

· Average cost increase of:                                                                                           

      9.24% in 2003/04                                                                                                 

      9.55% in 2004/05                                                                                                        

      9.32% in 2005/06

· Allocation to be made direct to 304 PCTs

· Firm 3 years allocations.

· No earmarked or hypothecated funding

· No new ring fencing

· Short term targeted funding for capacity

· GP contract need centrally

· HAZ funding for 3 years

Brent PCT is under Capitation opening in 2003/04 (£4,191,000 which is 1.45% and closing in 2005/06 £4,630,000 which is 1.23%) and hence it received higher growth. The growth in funding was:

Table 1 - Cash Increase % 

	
	2003/04

%
	2004/05

%
	2005/06

%

	Brent
	9.73
	9.9
	9.73

	NWLS & HA 
	9.17
	9.54
	9.33

	London Average
	9.30
	9.90
	9.76

	National Average
	9.24
	9.55
	9.32

	Lowest Increase
	8.30
	8.88
	8.49

	Highest Increase
	12.6
	13.16
	12.88


3. Cash Increase for Brent PCT
The allocation for Brent PCT was: 

Table 2 - Cash Increase for Brent PCT 

	
	2003/04

£000
	
	2004/05

£000
	
	2005/06

£000

	
	
	
	
	
	

	Recurrent
	23,481
	
	27,659
	
	29,099

	Capacity
	2,315
	
	2,315
	
	2,315

	
	25,796
	
	29,974
	
	31,414

	
	
	
	
	
	

	Other Funds
	
	
	
	
	

	HAZ
	824
	
	838
	
	856

	Smoking Cessation
	269
	
	301
	
	334

	High Labour Cost Area
	-
	
	1174
	
	3,212

	Other
	29
	
	173
	
	388

	
	1122
	
	2486
	
	4790

	
	
	
	
	
	

	Total
	26,918
	
	32,460
	
	36,204


4. Sources of Funds 2005/06

The initial recurrent baseline funding for the PCT was £316,367,000. The growth for 2005/06 in recurrent baseline was £29,099,000 (9.73%) as announced in December 2002. In addition to this there is a recurrent allocation of £30,613,000 in Primary Care and other net deduction of £7,104,000,000 totalling a recurrent allocation of £368,975,000.

There would be a further net increase in non-recurrent funding of £8,883,000. In all it is anticipated that the Revenue Resource Limit for the year so far was £377,858,000. During the year there would be further adjustments and this would be reported to the Board in future Finance Reports.

The Revenue Resource Limit can be summarised in Table 3.

Table 3 – Revenue Resource Limit

	
	
	Recurrent
	
	Non-Recurrent
	
	Total

	
	
	£000
	
	£000
	
	£000

	
	
	
	
	
	
	

	Initial Baseline
	
	316,317
	
	-
	
	316,317

	Growth Funding
	
	29,099
	
	-
	
	29,099

	PMS
	
	30,613
	
	-
	
	30,613

	Other
	
	(7,054)
	
	2,795
	
	(4,259)

	Allocation
	
	-
	
	-
	
	-

	Anticipated Allocation
	
	-
	
	6,088
	
	6,088

	
	
	
	
	
	
	

	
	
	368,975
	
	8,883
	
	377,858


The details are in attachment 1.

The sources of funds exclude any other income received from PCTs, Local Authority and others for provider services. This would be shown within Provider Services Budgets.

5. Capital Resource Limit (CRL)

The anticipated CRL for Block Capital is £723,000. In addition to this there is a funding of £2,255,000 for Capital Investment which would be used to complete the capital programmes agreed by the Board. However, the Board would need to agree a capital programme of £723,000 for 2005/06.

The details of the CRL allocation are in attachment 2.

6. Cash Limit 

The anticipated cash limit is £374,316,000. However, this has yet to be agreed with the Strategic Authority. 

The details of cash limit allocation are in attachment 2.

7. Application of Funds

The planned net expenditure is £382,260,000. It includes £33,501,000 for investment as per Local Delivery Plan. There would be a gap in funding of £4.4m as agreed by the Board in March 2005. It is intended that this would be funded from savings and slippages. This is a high risk strategy and would also depend upon the final approval of the LDP by Strategic Health Authority.

However, there is a balance of £20,024,000 for earmarked, technical and undisturbed LDP commitments. 

The summary of application of funds is as per Table 4.

Table 4 – Application of Funds

	
	2005/06
	
	2005/06

	
	£000
	
	%

	
	
	
	

	SLAs with Trusts
	204,795
	
	54.2

	SLAs – Consortia
	25,801
	
	6.8

	Total SLAs
	230,596
	
	61.0

	Other Health Services
	49,341
	
	13.1

	Primary Care 
	73,794
	
	19.5

	HQ
	8,505
	
	2.3

	Others
	20,024
	
	5.3

	LDP Overcommitments
	(4,402)
	
	(1.0)

	
	377,858
	
	100.00

	
	
	
	


The details are in attachment 2.

8. Budgets

The budgets are made up of four discrete areas as follows:

· Commissioning budgets that make up approximately 75% of the overall budget and are predominantly service agreements with NHS providers. There are other private and voluntary sector provides for Continuing Care.

· Primary care budgets that are predominantly made up of prescribing and payments to General Practioners for their services and account for approximately 20% of the overall budget.

· Provider budgets for directly provided community services that account for approximately 8% of overall budget.

· Corporate budgets relates to the overall management of the Trust and its assets that account for approximately 2% of overall budget.

The budget setting process has not yet been completed. However, the final budgets will be set within the resources available and will contain savings targets and other assumptions that give rise to significant risks that will need to be managed. 

The following principles have been adopted for setting 2005/06 budgets:

Commissioning Budgets 

Service agreements have been based on forecast outturn for emergency activity and NHS plan targets for elective activity. The activity relating to Healthcare Resource Groups (HRGs) that are subject to the national tariff will be set based on planned activity and any variations in year will be based on the new national tariff.

Generic cost pressures (ie nationally agreed unavoidable cost increases in the NHS) have been agreed within all NHS providers and would be built into service level agreements. The National Tariff increase for pbr is 5.3% and other non-pbr increase is 5.44%. This level of increase has been agreed after allowing for 1.7% effectively savings. 

Any other increases are either based on Retail Price Index increase or to individual negotiations. Most service agreements have yet to be signed off.

Primary Care Budgets

Prescribing budgets have been uplifted by 5% in line with expected forecast. However, 4% has been retained to implement the New Pharmacy Contracts leaving a net increase of 1%.  

Provider Budgets

The budgets have been increased by the agreed generic inflation rate of 5.44%. Other cost pressures and service developments have been identified and are in the process of being validated against the 2005/06 LDP. The Provider Services would require to generator savings of £750,000 due to loss of income from Ealing and Camden PCTs.

Corporate Budgets

The existing budgets have been uplifted by 4% for inflation.

Recharges for corporate services hosted by other PCTs or NHS Trusts will need to be signed off.

9. Proposed Draft Budgets 

The draft proposed budgets for 2005/06 are in attachment 3.

Table 5 - Proposed Budgets – 2005/06 by Directorate

	
	£000

	
	

	Commissioning & Modernisation
	194,284

	Joint Working
	87,680

	Public Health
	2,207

	Primary Care
	75,091

	Provider Service (breakeven)
	-

	Chief Executive
	359

	Human Resources
	796

	Finance and Buying
	902

	Nursing and Quality
	917

	
	

	
	362,236

	Earmarked and unissued budgets
	20,024

	
	382,260

	Resource Allocation
	(377,858)

	LDP Overcommitment
	4,402


The tPCT would need to find savings and slippages to meet the shortfall in funding to achieve a financial break even.

Process for Finalising the 2005/06 Budgets

In order to finalise the budget process the following action plan is in place.

For commissioning budgets to agree service level agreements by end of May.

For provider budgets to complete base budgeting exercise and validate cost pressures/service developments by end of May.

For corporate budgets to complete base budgeting exercise by end of May and agree vacancy factors and other savings targets. Also sign off recharges for corporate hosted services by May.

Savings Plan would be agreed at Financial Forward Planning Group and the budgets would be reduced accordingly.

Complete reconciliation of all budgets and sources of funds by early June and agree final cost savings targets to produce balanced budget.

The Board would be updated at the July Board on the final outcome.

10.  Recommendation
The Board is asked to discuss and agree the proposed draft budget and note the papers.

Mahendra Patel

Director of Finance

Board Meeting 12 May 2005   

