Agenda Item 8.1
  THE LEEDS TEACHING HOSPITALS NHS TRUST
TRUST BOARD –  1 JUNE 2006
2005/06 FINANCIAL POSITION – YEAR ENDED 31 MARCH 2006
1
INTRODUCTION
The purpose of this report is to update Board on the Trust’s financial position for the year ended 31 March 2006.  
2
SUMMARY
The Trust achieved a small income and expenditure surplus (£309,000) in 2005/06.  The Trust suffered a significant shortfall on income (£7.1m) and overspendings in both Operational Patches and Facilities (£5.7m).  These problems were offset by the creation of £7.9 million of reserves out of delays in planned expenditure and by other non-recurring factors such as rates rebates and underspending on Corporate Services.  The Trust lived within its capital and reserve funding limits, delivering small undershoots in both cases.
3
INCOME 
The shortfall on SLA income for 2005/06 was £7.1 million.  There were two main reasons for the shortfall;
· The delays in getting CHOC fully operational led to a net £2.1 million shortfall on the projections in the business case.

· The dispute with the Leeds PCTs about the value of the 2005/06 activity was eventually settled with a contribution of £5 million from LTH.  This concession was made in the interests of ensuring that every institution in the Leeds health community achieved financial balance.
This £7.1 million shortfall on SLA income was covered out of the £7.9 million reserves retained at the year-end.  These reserves were created in year by one-off delays in spending elements of the 2005/06 uplift (eg capital charges and drugs).
4
EXPENDITURE

The Directors of Operations delivered year-end positions in Patches 1 and 2 that were within the revised targets set at mid-year (ie Patch 1 - £4.8m overspending/Patch 2 - £0.5m overspending).  The total overspending in CMTs (including Facilities) was £5.7 million.  This overspending was offset by the following;
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· overspending in Facilities and CMTs
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· underspending on Corporate Services
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· underspending on the Strategic Projects Office
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· rates rebates
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· excess interest earned
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· remaining reserves (7.9–7.1)
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· other factors
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· year-end surplus
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A detailed breakdown of the income and expenditure position for the year-end is shown in appendices 1-5 of this report.
5
THE CAPITAL PROGRAMME
Sources of capital:
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· 2004/05 Minor Block Capital (MBC) allocation


18.4
· CRL brokerage/undershoots brought-forward


13.9
· New external funding






21.2

· CRL brokerage offered





         (20.6)
· Forecast year-end CRL                                                                 32.9
Capital expenditure:
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· Previous year’s capital commitments




20.9

· New commitments against 2005/06 MBC



 

- Building & Engineering                                              6.9

- Medical & Scientific Equipment


    5.2

- Health & Safety




    6.7


- Information Technology                                             2.2  
21.0

· Externally funded new schemes


(see appendix 6 for breakdown)
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· CRL brokerage offered





          (20.6)

· Slippage








 (9.6)
 32.9

Capital expenditure in 2005/06 totalled £31 million. The SHA accepted £20.6 million of capital brokerage and advised the Trust that £4.5 million in respect of various schemes will now be allocated in 2006/07. This includes linear accelerators (£2 million), dental training accommodation (£1 million) and histopathology (£1 million).  This left a year end CRL target of £32.9 million which was achieved with an undershoot of £1.9 million. 

A more detailed breakdown of the 2005/06 capital programme is included as appendix 6 to this report.

6
CASH AND EXTERNAL FINANCING LIMIT (EFL)
In 2005/06 the Trust achieved a breakeven position and had its brokerage request of £19.5 million funded.  In addition, the Trust received a further £2 million of EFL brokerage to assist the SHA with year-end cash management across the NEYNL patch and £10 million of EFL brokerage to assist the DOH with cash management.  In return the Trust will retain £2.5 million of the EFL brokerage, which will reduce our underlying cash problem to £17 million going forward into 2006/07.

Appendix 7 to this report provides a full breakdown of the Trust’s EFL and CRL.  The EFL target was achieved with an undershoot of £206,000.
7 BETTER PAYMENTS PRACTICE CODE

The Trust's cumulative performance at the year end of 84% is below the 95% target set by the DOH.  Under-achievement has not arisen due to cash shortfalls, but rather through ongoing difficulties in getting invoices approved for prompt payment through the Trust’s different departmental procurement systems.  

A project to roll-out the SPnet system across the Trust has commenced.  This will link departmental purchasing systems into the recently upgraded payment’s system and enable invoices to be paid promptly.  The project follows a successful pilot in Radiology.  Other measures are being taken by Finance and Supplies staff and during the month of March 95% compliance was achieved.

8
CAPITAL COST ABSORPTION RATE (CCAR)

The Trust’s Capital Cost Absorption Rate was 3.3% which falls within the DOH’s materiality range of 3% to 4% .

NEIL CHAPMAN






Director of Finance
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