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Report Title

:
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:
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To update the Board on the financial position at M9 and forecast outturn.
Purpose &
Recommendation

:

To request approval to the budget virements set out in Appendix D
To highlight the significant risks to containing expenditure within the CCG’s
delegated budget and to delivering the PCT’s target surplus. The CCG recognises
the imperative to deliver additional savings.

Previous Agenda
Reference

:

The Board receives a financial update and forecast outturn at each meeting.

Approval Route

:

The Finance and Performance Committee reviews the position in detail each
month.

Clinical Implication(s)

:

Commissioning decisions have direct service impact.

Financial Implication(s)

:

As set out in the report. There is a significant risk that the CCG and the PCT
cannot contain expenditure within approved budgets, which places CCG
authorisation at risk. If the PCT does not deliver a balanced financial position it
will have its 2012/13 Accounts qualified. The CCG/PCT has implemented urgent
financial recovery measures.

Workforce
Implication(s)

:

n/a

It is a statutory requirement for the PCT to at least breakeven each year. Lack of
control of the financial position could prevent the CCG achieving authorisation.
Legal Implication(s)

:

The NHS constitution sets out rights and pledges for patients and the public
which the CCG and PCT are required to fulfil.

Have the details of this paper been assessed for all of the protected characteristics under the Equality
Act 2010?
Yes ()
No ()
n/a

Equality & Diversity

:

If No, please outline why :
If Yes, please provide details of the outcome of the assessment, including how any adverse effects
will be monitored:
Is the equality analysis on the CCG website?

Risk(s) Identified

Significance to Key
Target(s)

:

:

Yes ()

No ()

The report highlights the significant financial risks facing the CCG.
Controlling expenditure within delegated budgets is a requirement of the CCG
operating in shadow form.
Ability to remain within approved budgets will be a factor in the authorisation
assessment process.
Service performance is monitored against national and SHA targets.

Patient & Public
Involvement

:

n/a

Constitution

:

Does this item go against rights or pledges of NHS Constitution? If yes, please outline how and reasons why this
is necessary:
Yes ()

Sustainability

:

No ()



n/a

1.

Headline Messages

1.1

The PCT’s approved expenditure budget is £543m. The budgets have been
disaggregated between CCG and other PCT expenditure although this has required
some estimating of PH elements of the MEHT, MH and CECS contracts and of
some corporate management costs. The CCG share of approved expenditure
has reduced to £371m (68%) as £19.6m has been transferred to Specialist
Commissioning (NCB) in line with the revised definition of which activity/services
should be considered to be Specialist. Further work is being undertaken to refine
this adjustment.

1.2

The QIPP programme was tasked to deliver £24.7m gross savings (covering both
CCG and non-CCG). Due to forecast slippage on QIPP delivery and other forecast
overspends, the CCG approved a Financial Recovery Plan. The Recovery Plan
recognises the need to draw down £2m of the £3.8m Strategic Reserve held at the

SHA and a further £1.2m re-apportionment of cluster 2% funding to the PCT/CCG.
These assumptions have been reflected in the RL assumption.
1.3

CCG commissioning healthcare budgets are reporting a £5.3m overspend against
plan to date at M9 – forecast outturn overspend of £9.1m.

1.4

The unidentified savings/funding gap has reduced to £3.8m. Forecast outturn is in
line with approved plan because it is assumed that the Financial Recovery Plan will
resolve this gap and deliver the savings required to bring expenditure back in line
with budget.

2.

M9 Budgets

2.1

The process for establishing and sharing the cluster budgets across the PCTs and
between CCG and non-CCG has been extremely complex. Some budgets may
require further review/disaggregation between CCG and non-CCG particularly in
respect of some of the corporate management costs.

2.2

In M9 £19.6m of budget has been transferred to specialist commissioning in line
with the current assumptions regarding the impact of the adoption of national
definitions of specialist activity. Further work is required to review and refine these
definitions. In particular, the transfer is currently assumed to be largely from acute
activity whereas some of the transfer will relate to specialist community services.

3.

Key Variances To Date

3.1

The MEHT SLA is overspent by £1.3m to date. Elective activity is below plan but this
is more than offset by significant over-performance on non-elective activity, including
the impact of slippage on some QIPP assumptions. The underspend on MEHT
elective activity is offset by equivalent over plan activity on the Ramsay contract. The
MEHT forecast outturn remains at a £2m overspend.

3.2

The CHUFT SLA is £800k overspent to date and forecasting £1m overspend at
outturn. Overspending is largely the impact of undelivered QIPP.

3.3

The forecast overspend on the Ramsay Springfield contract remains at £2.4m.

3.4

Overall acute SLA activity is £4.1m overspent to date and is forecast to overspend by
£5.6m ( £5.4m at M8).

3.5

Ambulance activity is forecasting an overspend of £330k and Patient Transport
£250k.

3.6

The Braintree Clinical Services contract is also running ahead of budget and is
forecast to overspend by £800k by year end (£600k at M8).

3.7

Continuing Healthcare/Funded Nursing is £2m overspent to date and forecast to
overspend by £2.4m by year end. This does not include any provision for
retrospective claims. Mid Essex has 415 claims. A considerable amount of further

work will be required before the validity of the claims can be established and a
reliable estimate of the financial impact of the retrospective claims can be made.
Latest indications from the Department of Health are that PCTs/CCGs will need to
manage the financial pressure within existing resources. The unbudgeted cost
pressure in 2012/13 will not be reported within the CCG delegated budget but the
CCG will inherit the liability from 1 April.
3.8

Prescribing is showing an underspend of £428k to date. The QIPP project team are
confident that the planned 2012/13 savings can be delivered.

3.9

Overall, CCG delegated healthcare budgets are overspent by £5.3m to date and
total delegated resources are overspent by £264k to date. A PCT outturn in line
with the approved £1m surplus is forecast, based upon the assumption that the
Financial Recovery Plan is successfully delivered.

4.

QIPP/Financial Recovery

4.1

The original QIPP target was for £24.7m gross savings. A detailed update on the
individual schemes is included as a separate item on today’s agenda.

4.2

The Financial Recovery Plan QIPP schemes are now reflected in the QIPP reporting.
The M9 forecast is that £20.9m of gross savings/solutions can be delivered (84%).

4.3

The unidentified savings/funding gap has been reduced to £3.8m.

5.

2% Transformation Funds

5.1

Planned utilisation of the 2% Transformation Funding is being reviewed with a view
to identifying further slippage. Appendix C sets out the current position on the
allocation of the funding.

6.

Virements

6.1

Appendix D sets out the M9 virements for approval.

7.

Risks and Opportunities

7.1

Appendix E details potential risks and opportunities that have not been included in
the forecast outturn. The estimated range of outcomes is substantial but narrowing
as the end of year approaches. It is expected that some winter pressure funding
will be made available to support the Mid Essex system for the last quarter of the
financial year.

8.

Capital

8.1

The CCG is not responsible for any capital projects at this stage.

9.

2013/14 Budget

9.1

The CCG has received notification of the 2013/14 Funding Allocation. The headline
messages of the 2013/14 financial arrangements are:









standard 2.3% uplift for all CCGs (does not address Mid Essex underfunding);
all CCGs required to deliver 2013/14 surplus of 1% and an underlying 2%
surplus (i.e. only commit 2% of the funding on non-recurrent expenditure);
negative tariff (-1.3%) for NHS providers including a 4% efficiency assumption
(-1.1% impact on Acute providers);
CQUIN remains at 2.5% but to be focused upon high-impact innovations, as set
out in “Innovation, Health and Wealth”;
30%+ increase in social care grant funding (ring fenced grant funding to social
care from health “to support adult social care services in each local authority,
which also has a health benefit”);
potential new cost pressures from the commitments in “Everyone Counts:
Planning for Patients 2013/14” from a seven days a week NHS (report to be
published autumn 2013) and from improving provider transparency and patient
choice;
subject to Regulations, a Quality Premium will be paid in 2014/15 to CCGs that
in 2013/14 improve or achieve high standards of quality in the four measures
from the NHS Outcomes Framework and achieve appropriate standards across
the whole range of service delivery – including delivering financial targets.
(Potential £5 per head, £1.9m).

9.2

The CCG’s allocation for 2013/14 is £368m i.e. £990 per head. Mid Essex is the 9th
lowest funded per head of population (compared to the average for the East of
England of £1,084 and the average for Essex of £1,107).

9.3

The forecast 2013/14 QIPP challenge remains at £25m as identified in the FRP.
Detailed planning to try to reduce the expected 2013/14 cost pressures and to
identify schemes to fully cover the QIPP challenge is in progress. The Finance and
Performance Committee is considering the budget planning assumptions in detail.
There will be a great deal of intensive work to be carried out over the next few weeks
before the final budget for 2013/14 is approved by the Board in March.

10.

Recommendation
The Board is invited to:
 approve the virements set out in Appendix D;
 consider the position outlined in this report and agree any other
actions/assurances which may be required to safeguard the financial position.

