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1. Introduction

This paper provides an update on the Vale of York CCG financial plan 2013/14, an assessment of the financial challenges in year and options for managing the position to achieve break even by the year end.

In addition, the recurrent (underlying) position going forward to 2014/15 is also reviewed
2. Financial Plan Update 2013/14

2.1 Financial Plan 2013/14

A balanced financial plan including a QIPP target of £10.7m was approved by the Governing Body and NHS England earlier in the financial year.

The plan was based upon forecast outturn contract values based upon performance to month 8. Negotiations with Providers have been concluded and it is now possible to substitute the forecast contract values with actual 2013/14 values in order to review the robustness of the plan. An essential element of delivering a balanced financial plan was the requirement to deliver £10.7m of QIPP savings in year: The opportunity has also been taken to review progress on delivering this QIPP target.

The review has highlighted that actual contract values agreed with Providers  exceeds plans by £7m, principally because the model on which the 2013/14 plan was based used a month 8 forecast outturn. The month 8 forecast outturn understated the true cost of the contracts as it was adjusted down to reflect contract challenges which were not upheld.

Following a detailed review of reserves, budget setting methodology and Running Cost Budget, it has been possible to mitigate the impact of the higher contract value and set a balanced budget.

Amongst other actions, this has necessitated reducing the contingency reserve by £2.1m to only £1.1m (0.3%) with the consequence of severely 
restricting the CCG’s ability to manage any further pressures in year.

The table below summarises the action taken to manage this unexpected £7m pressure.

	Item


	£m

	Amount by which contract values exceed plan
	7.0



	Action to bring the plan closer to balance


	

	     - Double funding of Pocklington Prescribing and LES     

       schemes
	-2.9

	     - Funding transferred from Running Cost Budget
	-1.7

	     - Reduce Contingency reserve to 0.3%
	-2.1

	     - Review of reserves, etc
	-0.3

	Net value of changes 


	0.0


To deliver financial balance in 2013/14, the CCG agreed to a QIPP Plan of £10.7m. 

With three months of the financial year now gone it was considered appropriate to review progress towards this target via a  “Challenge and Confirm” exercise, comprising Directors, Senior Finance Directorate personnel, and Programme Leads.

The review undertaken in July identified that of this years target savings of £10.7m, only £7.8m of schemes had been identified, and that of these schemes, savings of only £5.1m were now expected: The QIPP programme at that point was therefore £5.6m in deficit
Further work has subsequently been undertaken by the QIPP team and reviewed by the Chief Operating Officer and senior directors, and the expected savings of planned schemes has been increased to £5.7m. New schemes which although still in development are nonetheless considered robust have been identified which would yield another £0.655m phased  towards the last quarter of the year. The value attributed to these newly identified schemes is a cautious estimate, and will only be revised upwards if there is sufficient evidence to do this. 

Appendix 1 provides further details

Following this revision, the shortfall on the CCG’s QIPP programme has reduced to £4.3m.

It should be noted that Appendix 1 will be the subject to revision as the CCG develops additional QIPP schemes and planned savings are replaced by actual savings. 
2.2 In Year Risk Assessment 2013/14

2.2.i Over trading
In the absence of SUS data it has been difficult to accurately report on contract performance to date. However, provider SLAM data indicates that the CCG is over performing against contract with York Foundation Trust, with a forecast year end over trade of £3m. Work is ongoing to validate the SLAM data and a more detailed reconciliation will be carried out when SUS data is available. The majority of this over performance relates to the failure to deliver QIPP of £2m embedded in the York Hospital Contract. This will result in a net adverse position of £1m if performance does not improve.

The Quarter 1 SLAM data is due from York Acute week commencing 29th July. Validation and analysis of this first three months data will be undertaken to determine exactly where the over performance is occurring and options for demand management.
Going forward, the CCG will from now on be placing greater emphasis on contract management, particularly with York Acute Trust through the use of detailed SLAM monitoring data which is available shortly after month end close down and on which the Trust Board monitor and manage trust performance.  

2.2.ii Continuing Health Care

The budgets for Continuing Health Care and Funded Nursing Care represent £26m of the CCG’s planned Programme expenditure. To date there is no evidence of overspending, however a detailed exercise will be undertaken for month 5 across the local health community ascertaining any forecast overspend / risk and to which CCG it falls.
The CCG is actively considering further initiatives with the aim of improving the day to day management of the service and harmonisation of the level of financial support. These measures should lead to improved day to day control of expenditure and improved efficiency in the use of scarce resources..

2.2.iii Prescribing

Only two months prescribing data is currently available from the PPA for 2013/14 therefore making year end predictions at this stage in the year can be fraught with difficulty.

For the period April and May 2013/14, Vale of York prescribing data is little different than the same period 2012/13, and against budget is £239k overspent. Following discussions with managers, it has been suggested that the over performance is due to the phasing of the QIPP target, and that the QIPP savings do not in fact come into effect till month 3 or later. This and other factors which may be distorting the financial position are under review, and the month 3 PPA data is awaited.
Additionally, the CCG will be exploring with York Acute Foundation Trust the management information currently supplied on High Cost Drugs. The objective being to deliver greater efficiencies by ensuring these drugs are only prescribed within guidelines for conditions where the drug is warranted and to explore areas where further savings may be developed jointly with the trust.
2.3 Management of Financial Position 2013/14

The CCG’s QIPP plan will under deliver against target by £4.3m, whilst the net overtrading position on York Acute Trust is a £1m; a total shortfall of £5.3m.
Leeds Partnership Foundation Trust have agreed to defer £1m via a Business Transfer Agreement (BTA) to 2014/15 which would reduce the forecast variance to £4.3m
Assuming no further financial pressures emerge or QIPP Savings are identified, then financial balance can be restored by utilising the balance of the contingency reserve and 1% surplus, on a non recurrent basis. Together, these two reserves total 4.7m thus financial balance can be restored.
The original Financial Plan 2013/14 was signed off by both the Governing Body and NHS England: Discussions need now to be held with the Local Area Team of NHS England regarding these revised plans, taking into account their input and guidance.  
3.Recurrent Financial Position (2014/15)

In regards to the recurrent underlying position, the CCG is at a disadvantage in 2013/14 in that its allocation has been reduced to pay off its share of the  former PCT’s deficit (£3.5m). The financial position of the CCG therefore improves in 2014/15 as this debt will have been paid off.

In regard to the 2013/14 QIPP schemes there will be a balance to full year effect, currently estimated at £2.7m. Together, these two items more than outweigh the recurrent deficit of £5.2m.

The CCG then needs to consider reversing the Business Transfer Agreement, and re-instating in full, the Running Costs budget. It may not be possible to carry out both these actions in full in 2014/15.

Further details are provided in appendix 2
In regard to planning for 2014/15, it would be prudent to plan on the basis of continuing to deliver a 1% Recurrent Surplus and minimum of 0.5% Contingency Reserve. In regard to the QIPP target, it is already clear that the 2014/15 financial environment will be equally challenging, therefore the CCG needs to start planning now to deliver on these targets.

	
	
	
	
	
	

	
	
	
	
	
	Appendix 1

	VALE OF YORK CCG
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	CURRENT STATUS OF IDENTIFIED QIPP SCHEMES
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Current Transformational Schemes
	
	
	
	

	
	
	
	
	
	

	PROGRAMMES
	TRANSFORMATIONAL SCHEMES
	PYE 13/14
	Forecast PYE Start (Month)
	
	Forecast BFYE 14/15

	
	
	
	
	
	

	ELECTIVE CARE
	Pathology
	500,000
	8
	
	700,000

	
	Prescribing
	945,000
	1
	
	0

	 
	
	1,445,000
	
	
	700,000

	
	
	 
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Current Transactional Schemes
	
	
	
	

	
	 
	 
	 
	
	

	PROGRAMMES
	TRANSACTIONAL SCHEMES    (delivered in contract/ budget)
	PYE 13/14
	Forecast PYE Start (Month)
	
	Forecast BFYE 14/15

	
	
	
	
	
	

	ELECTIVE CARE
	Contracting - Lucentis drug discount
	400,000
	1
	
	0

	ELECTIVE CARE
	Better Care Better Values First to Follow Up Ratios
	3,902,000
	4
	
	1,301,000

	
	 
	4,302,000
	
	
	1,301,000

	
	
	 
	 
	
	

	
	
	
	 
	
	

	
	
	
	 
	
	

	Newly Identified Schemes
	
	
	 
	
	

	 
	
	
	 
	
	

	PROGRAMMES
	TRANSACTIONAL & TRANSFORMATIONAL SCHEMES   
	PYE 13/14
	Forecast PYE Start (Month)
	
	Forecast BFYE 14/15

	
	
	
	
	
	

	 
	Smoking Thresholds
	500,000
	10
	
	0

	CURRENT SERVICE REVIEWS
	Procedures of Limited Clinical Value
	150,000
	9
	
	300,000

	 
	Out of Contract Placements
	125,000
	10
	
	375,000

	
	
	650,000
	
	
	675,000

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Total Value of Planned QIPP Savings
	6,397,000
	
	
	2,676,000

	which CCG is confident of delivery
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	UNDERLYING FINANCIAL POSITION - 2014/15 AND ONWARDS
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	Financial Pressure 2013/14 per Briefing paper
	
	
	
	 
	

	 
	   QIPP Shortfall
	
	
	4,300,000
	
	 
	

	 
	   York Acute Over trading
	
	
	1,000,000
	
	 
	

	 
	
	
	
	5,300,000
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	     - Reverse 2013/14 Business Transfer Agreement
	
	1,000,000
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	     - Remove assistance provided by Running Costs in 2013/14
	1,733,000
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	     - Reverse non recurrent impact of 2012/13 deficit repayment
	-3,466,000
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	     - QIPP schemes - balance to full year effect
	
	
	-2,676,000
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	
	
	
	
	
	 
	

	 
	Underlying deficit still not cleared
	
	
	1,891,000
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