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1. Current Financial Position – 31 MARCH 2004

1.1 The Trust is currently concluding its preparation of annual accounts and as such a full management report will be available for the May Board in relation to the final financial position.

1.2 The Trust has faced a challenging year with the following underlying financial requirements together with delivery of national targets.

· 3% Cash releasing efficiency saving

· Establishment of a NHS Treatment centre with no implementation funding

· Average levels of delayed transfer of care during the year were 42 (Plan 10) with July – November 2003 having average levels of 56.

· Emergency activity at 8.8% above plan

· Repayment of £936K brokerage

· The management of a significant programme of capital development

1.3 The Trust has achieved all key non-financial targets such as no patient waiting longer than 9 months by the end of March for inpatient treatment, all first outpatients seen within 17 weeks, A&E target and cancer targets achieved.

1.4 At the current time the Trust is concluding negotiations with the PCT on funding for increased activity levels above plan during 2003/04 and is seeking confirmation of the value of funding for the consultant contract.

1.5  The Trust is also in the process of calculating the implications of the consultant contract that will be backdated to 1 April 2003.    At the current time the net cost after assuming £400,000 income from the PCT for funding the consultant contract is a cost to the Trust of £400,000

1.6  Indications show that the Trust will not achieve financial balance by £800,000. 

1.7  It must also be reiterated that West Suffolk Hospitals NHS Trust is a provider of healthcare. It is predominantly dependant upon commissioners (PCT’s) for its income sources.  The Trust has to manage responses to activity demands and costs eg salaries within the funding allocated by the PCT’s.

1.8  The Trust is recognised as a low cost provider with the national reference cost index showing the Trust at 80% of the national average cost.  The currency that was used for completion of the national reference costs is finished consultant episodes.  If the Trust transfers patients on numerous occasions between consultants during their stay this could heavily influence the average cost for the Trust.  The Trust has converted its current levels of activity into the future currency for commissioning – spells.  A spell is the time a patient spends in hospital from the point of admission to the discharge – this could include a number of finished consultant episodes.   This exercise has also shown that the Trust is below the national average cost with the spells index showing 89% of the national reference cost index.

2.
Local delivery plan negotiations for 2004/05

2.1 During March the NSC Stha recommended a different methodology for commissioning acute services.  This is more aligned to the future for NHS Trust’s of payment by results.

2.2 The approach the Trust has taken is attached at Appendix 1.  

2.3 The Trust has in place a series of planned meetings to finalise the position by 30 April 2004. 

2.4 The approach mentioned above will also develop a number of commissioning options for the Primary Care Trust – who will need to decide the Trust’s services for patients based on the options presented.

2.5 The key to finalizing the commissioning process for 2004/05 will be the agreement around the levels of activity, the price paid for that activity, the agreed price for additional activity under or overachieved during the financial year and tolerances within services such as direct access and A&E.  It is important that the service level agreement negotiated with the PCT provides clear lines of responsibility and accountability during 2004/05.

2.6  At the current time the rates being negotiated with the PCT are significantly below current accepted national tariff rates.

2.7 Once the commissioning activity and income levels are agreed it will be Trust manager’s responsibility to manage resources to achieve activity levels within the budget.
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