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Report to Trust Board    Date 31.3.10
Agenda item no 8.2 
	Title 
	Budget Proposals 2010/11

	Author

Responsible Director
	Director of Finance & Performance

Director of Finance & Performance



	Classification
	Strategy/ Decision / Ratification/ Assurance/Information


	Purpose
	Board sign-off of 2010/11 revenue and capital budgets and approval to use these to monitor income and expenditure performance in-year.

	Action required 
	To approve the budgets for 2010/11 as set out in the attachments to this report.

	Impact assessment

· quality

· financial

· business

· equality/diversity

· risk

· legal/statutory
	The budgets will be used as the basis of income and expenditure control and monitoring in-year performance against the break-even target for the year, cash-flow and achievement of capital projects.

	Relevant Standard for Better Health: 


	Y

N

Describes a lapse

Provides evidence

Demonstrates Assurance



	Conformity to previous decision/ policy
	Draft revenue and capital budgets were discussed at the March Finance Committee meeting.


	Executive Summary:

	1. The table below summarises the detail provided in Appendix 1 attached.

£m

£m

Income

PCT SLAs

118.4

Other patient income

1.8

Other income

14.4

134.7
Expenditure

Pay

84.8

Non-pay

38.8

123.6
EBITDA

11.1

Depreciation/capital charges

9.9

Reserves etc.

1.2

11.1
Surplus/(Deficit)

0

2. The Trust’s income forecast for 2010/11 is dependent to a very large extent on the Service Level Agreement negotiated with NHS Bedfordshire as coordinating commissioner on behalf of itself and five other local PCTs. At the time of writing this report, the activity plan for 2010/11 and the consequent income value had not been agreed and nor had those clauses and schedules of the national standard contract documentation subject to local negotiation. However, a financial offer had been received from Horizon Health Commissioning Ltd, on behalf of NHS Bedfordshire, that is, in aggregate terms, consistent with the estimates of income anticipated for 2010/11. Discussions with NHS Bedfordshire are continuing to reach agreement on contract terms for 2010/11 and an update on progress will be provided at the Board meeting.
3. A breakdown of the income expected from each PCT and from non-contracted activity and the East of England Specialised Commissioning Group (responsible for commissioning neonatal intensive care) is attached as Appendix 2 to this report.

4. Expenditure budgets for revenue expenditure have been constructed on the existing Divisional and departmental management structure and reflect known service developments and inflationary increases over and above 2009/10 budget levels. The expenditure budgets for 2010/11 are set out in Appendix 3 to this report.
5. The schedule shows a number of additional posts and associated costs falling into 2010/11. These are being held in reserves pending formal agreement of business cases or the actual appointment to posts associated with previously agreed developments such as PCI and expansion of midwife numbers.
6. The budget proposals do not include service development proposals under discussion, but not yet agreed by NHS Bedfordshire, that should lead to an increase in income received. These include proposals for provision of a community diabetes service and expansion of diabetic retinopathy screening in particular.

7. A key development in financial control being implemented from April 2010 is the use of the ‘residual budgeting’ facility within the Trust’s financial system. This will prevent requisitions being fulfilled if there is insufficient budget available against the appropriate cost centre to meet the expenditure. The ability to override the electronic constraint will exist and will be capable of being exercised by management accountants in the first instance.

8. The need for cost improvement plan savings to bridge the gap between the 0% uplift to the national tariff and non-tariff prices in 2010/11, the impact of structural changes to the tariff in 2010/11 and the known increase in pay awards and anticipated non-pay inflation has been incorporated. Details of the CIP plans for 2010/11 are attached as Appendix 4.

9. Proposals for capital expenditure in 2010/11 continue to reflect the strategic position set out in the Trust’s Integrated Business Plan and Long-Term Financial Model. Slippage on a number of projects in 2009/10 has occurred and whilst some of the impact of this has been managed by bringing forward medical equipment and information technology spending from 2010/11 into 2009/10 there is a residual impact that has resulted in an increase in the capital expenditure plan for the year.

10. Appendix 5 sets out the IBP capital expenditure plan for 2010/11 compared to the new budget proposals for the year. The increase of £700,000 in the aggregate capital expenditure can be accommodated and the overall plan is financed from depreciation, cash balances brought forward and changes in working capital.

11. Contractual commitments to capital schemes are in place in respect of OPD refurbishment (to create the new breast and colorectal clinics), decontamination, purchase of a new PCI head for the catheter laboratory and the boiler house energy efficiency project. A business case has been approved but contracts not yet entered into in respect of the vascular radiology development. Other capital expenditure on equipment replacement, IT and the estate will be managed in year via the Capital Planning Group and Executive Management Group. No expenditure above £1 million on a single project is planned that would require Board approval.

12. Attachments to this report set out:

· Appendix 1: Summary income and expenditure plan
· Appendix 2: Income forecast for 2010/11

· Appendix 3: Summary revenue budget

· Appendix 4: CIP schedule

· Appendix 5: Capital expenditure plans
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