Agenda Item 3.2


THE LEEDS TEACHING HOSPITALS NHS TRUST

NOTES OF THE EXTRA-ORDINARY BOARD MEETING 

HELD AT 2:30 p.m. ON MONDAY, 15TH MAY 2006

IN THE BOARD ROOM, ST JAMES’S UNIVERSITY HOSPITAL

Present: 
Mr Martin Buckley, Chairman



Ms Rachael Allsop, Director of Human Resources



Mrs Catherine Beardshaw, Director of Operations



Mr Gavin Boyle, Director of Operations



Mr Neil Chapman, Director of Finance



Mr Howard Cressey, Non-Executive Director



Ms Charlotte Dyson, Non-Executive Director



Professor Ed Hillhouse, Non-Executive Director



Dr Valerie Kaye, Non-Executive Director



Mr Darryn Kerr, Director of Estates & Facilities



Mr Neil McKay, Chief Executive



Professor Hugo Mascie-Taylor, Medical Director



Miss Maureen Naughton, Chief Nurse

In Attendance:



Members of the public and press

Mrs Betty Smithson, PPI Forum



Mr Ross Langford, Acting Director of Communications and




Corporate Affairs



Mr Trevor Reed, Executive Support Manager
2411
APOLOGIES FOR ABSENCE

Apologies were received from Mr Bedi, Mr Patten and Mrs Silverstone.

2412
DECLARATIONS OF INTEREST

There were no declarations of interest.

2413
THE 2006/07 FINANCIAL PLAN
The Chairman reminded the Board that the Board Meeting on 4th May had coincided with the date of the local elections and it had not been possible to discuss the Trust’s Financial Plan in public on that date.  An Extra-Ordinary Board meeting had therefore been convened to facilitate such a discussion.   
Mr Buckley explained that Mr McKay and Mr Chapman would present the main themes of the Financial Plan, which would then be discussed fully by Members and there would also be an opportunity for members of the public to ask questions at the end of the meeting.

Mr McKay reminded the Board that the Trust had achieved a balanced financial position in 2005/06 with no external support but was now moving into an extremely challenging financial environment, particularly over the following three years.  Executive Directors were confident that the Financial Plan would deliver necessary savings, achieve financial balance once again, and also allow the Trust to continue to develop its services.   Mr McKay reminded the Board of the significant service developments being provided by the Trust, including the recently opened Wharfedale Hospital, the New Oncology Wing, and the planned Childrens’ & Maternity Hospital.   He also pointed out that the 
Trust had treated more patients over the previous twelve months than ever before whilst continuing to make progress against Government targets, especially access targets.
Mr Chapman briefed the Board on the savings requirement over the following three years and also highlighted changes since the April Board meeting.   Reference was made to a national efficiency requirement of 2.5%, which equated to £54m, and losses on national tariffs totalling £28m.   He also explained that although CMTs had consolidated non-recurring measures taken in 2005/06 to address the Trust’s recurring deficit of £16m, these measures would not assist the Trust in meeting the new savings requirement.  It was confirmed that the total new savings requirement over the following three years amounted to £84m.  

Mr Chapman explained that agreement had been reached with the Strategic Health Authority that the Trust needed to achieve savings totalling £25m (i.e. 3.5% of the total budget) in 2006/07.   He pointed out that this was approximately twice the level of savings ever achieved previously by the Trust.   Mr Chapman showed Board Members the savings requirement set in the context of the Trust’s overall income and expenditure plan.
Mr McKay described proposals to achieve savings totalling £15m as part of the Trust’s Change Management Programme.   These included the establishment of Task Forces to explore savings in relation to Procurement, GI Surgery, Trauma and Orthopaedics, and medical productivity.  Additional savings targets were also described in relation to topics such as absence management, clinical staff productivity, and patient administration.  Mr McKay drew Members’ attention to Section 2.5 of the agenda paper which provided more detail on these proposals.  It was also explained that PriceWaterhouseCoopers were assisting the Trust in implementing sustainable change in the areas described.
Making reference to Section 2.6 of the agenda paper, Mr McKay outlined a series of additional measures designed to achieve savings totalling £10.2m.  He explained the need to examine costs critically in each of the areas listed and also to explore opportunities for additional income.

Describing the workforce implications of the Financial Plan, Mr McKay explained that it was very difficult to be precise about reductions in numbers of posts, although the impact was estimated at 435 manpower equivalents.   He stressed that this did not equate to 435 jobs since some of the savings would be achieved by reductions in bank and agency spend and expenditure on overtime.  Mr McKay also stressed that where savings targets did impact on staffing levels, the Trust would manage the situation in accordance with agreed policies and procedures to minimise the need for any compulsory redundancies.  He also reminded the Board that the Trust’s annual staff turnover rate was 11% per annum, whilst bank and agency spend totalled around £16m each year.

Mr McKay confirmed that the proposals contained within the Financial Plan were entirely consistent with the criteria adopted by the Board around eighteen months previously:-

· Patient safety would not be jeopardised

· Key access targets would not be compromised
· All proposals were consistent with Making Leeds Better

Mr McKay briefly described the communications process undertaken to date in relation to the Financial Plan, including briefings with staff and stakeholders such as MPs, the City Council, the PCTs and the Patients Forum.  He also confirmed that the Staff Side understood the financial position and were supportive of the approach being adopted.  Concluding his presentation, Mr McKay confirmed that trajectories were being developed to facilitate the monitoring of progress at Board level each month and the Board would receive further details of the proposed performance management methodology at its June meeting.
Dr Kaye queried levels of confidence in the Financial Plan.  Mr McKay confirmed that Executive Directors were confident that the plans could be achieved.   The biggest risks related to areas where there was the greatest need to change clinical behaviour but the Task Forces were aiming to implement change in a sustainable way.   Miss Naughton was confident that plans were deliverable in the nursing environment although she pointed out that there were a number of staff groupings where no work of this nature had been undertaken previously.   She also reminded the Board that many wards and department had been reprofiled over the previous two to three years without the need for any redundancies whatsoever.   

Professor Hillhouse queried whether the CMTs accepted the need for improved productivity.  Mr McKay confirmed that Consultants were beginning to appreciate elements of the new tariff system and some were very enthusiastic about exploring ways of making efficiency gains.   The GI Surgery Task Force had already identified areas of waste and duplication and there was a clear willingness to address them.   Professor Mascie-Taylor observed that support from medical staff would be absolutely essential.   The Trust’s proposals had been discussed with the Staff Side and there was no apparent reluctance to explore expenditure critically but the support and creativity of staff in this process would be crucial.  The Chairman acknowledged that previous savings plans had not achieved the desired result but he felt that the current proposals were markedly different, particularly in relation to the passion and thoroughness currently being employed.   PriceWaterhouseCoopers would bring specifics from their experience elsewhere for discussion whilst also providing the opportunity of reviewing the Trust’s plans through a fresh pair of eyes.   Crucially, however, the management of the Change Management process would remain an Executive Director responsibility.   

Mr Cressey observed that monitoring of progress over the first six months would be crucial.  He suggested that it would be essential for the Board to be provided in June with further information on the parameters to be used to monitor progress, including staff headcount and bank, agency and overtime statistics.  He queried the nature of proposed management savings totalling £3m, suggesting that these were very ambitious.  Mr McKay confirmed that no areas of the Trust would be exempt from this scrutiny.

Dr Kaye asked about plans for early warning systems in relation to areas such as patient safety, which the Trust would not wish to see compromised.   

Mr McKay confirmed that the quality indicators within the Integrated Performance Report constituted a good starting point although he was happy to receive further feedback on any other indicators which might usefully be included.  Miss Naughton pointed out that the Hearing Staff Concerns Policy was about to be re-launched and it was agreed that further thought would be given to producing a regular report to the Board on issues raised and actions taken.

Mr Cressey queried the availability of benchmarking data on cost efficiency that would allow the Trust to understand where excess costs were being incurred.   Mr Chapman explained his intention of providing further details on 2004/05 reference costs to the June Board and 2005/06 reference costs to the July Board.  It was also explained that PriceWaterhouseCoopers were exploring counting and coding critically within GI Surgery and Trauma & Orthopaedics.  Mr Cressey suggested that this work needed taking forward and accelerating to provide an understanding of the whole income and expenditure equation going forward.

Turning to the capital position, Mr Chapman reminded the Board that the Trust had more capital to spend than ever before, with commitments heavily biased towards Health & Safety.    Mr Cressey suggested that a better understanding of the Trust’s capital planning management arrangements would be helpful, particularly in relation to arrangements in place to ensure that the £60m available was fully spent.  Following discussion, there was agreement that the Board should not attempt to micro-manage the spending plans, although a trajectory would be helpful to allow Board Members to monitor the position.  It was agreed that Mr Chapman should include appropriate details in his financial report each month.
Turning to the cash position, Mr Chapman reminded Members that the Trust had originally had an underlying cash problem of £19.5m.   This had been resolved by brokerage and the SHA had recently confirmed that the Trust would not have to repay £2.5m.   In view of this, the underlying problem now totalled £17m and Mr Chapman explained that under the new arrangements the Trust would borrow this sum and convert it to a long-term loan if necessary.
The Chairman congratulated Executive Directors on their work in formulating the Financial Plan, which received the Board’s support.

Questions from Members of the Public
There was a question about succession planning in relation to staff whose responsibilities had changed as part of measures taken recently by the Trust.  
An example was quoted in relation to a Deputy Chief Nurse whose previous responsibilities had included a role in infection control.  It was suggested that moving her from this role had the potential to affect levels of MRSA in the Trust adversely.  
Miss Naughton confirmed that the recent changes had not resulted in any gaps.  Responsibilities had been reviewed carefully and, as part of the changes referred to, a different Deputy Chief Nurse had assumed specific responsibilities for infection control.   Miss Naughton gave an assurance that posts were backfilled where necessary as members of staff assumed different responsibilities.
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DATE OF NEXT MEETING
It was confirmed that the next Board Meeting would take place on Thursday, 1st June 2006 in the Board Room at St James’s Hospital, commencing at 

9:30 a.m.
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