Agenda item 9.4


THE LEEDS TEACHING HOSPITALS NHS TRUST

TRUST BOARD – 1 JUNE 2006
UPDATE ON THE BUSINESS CASE FOR THE CENTRALISATION OF THORACIC SURGERY

1.
Background

In May 2005 the Trust assumed responsibility for the thoracic surgery service previously provided by Bradford Foundation Teaching NHS Trust.  At the time it was estimated that the Bradford service would generate £881k of income per year.  Expenditure was estimated at £1.58m.  £213k of this cost was directly related to the Acute Services Reconfiguration, this being the cost associated with the appointment of three additional SpRs to establish a compliant rota on the St James site.  It was also assumed that this service would make a £255k contribution to corporate overheads. The net effect of this was a £956k gap.
The Trust Board agreed to proceed with the centralisation despite the financial pressures this would create because centralisation was in line with the strategic direction of the New Oncology Wing and the risk to patients of not centralising was considerable.  

In November 2005 the combined service moved to ward 62 at St James University Hospital (SJUH) as part of the Acute Services Reconfiguration (ASR) Programme.

At the time of the decision to transfer the service from Bradford the Trust Board requested that the CMT review the income and expenditure associated with this service.  The paper presents a detailed financial assessment of the income and expenditure in 2005/06 and 2006/07. 

2.
Summary of Current Service
Since November 2005 the service has had access to ten theatre sessions/week, 24 ward beds and 4 HDU beds. Theatre utilisation and bed occupancy are both above 95%.  The information below shows estimated and actual activity for 2005/06 and estimated activity for 2006/07.  The financial assessment presented to the Trust Board in May 2005 was based on the estimated figures.  In practice the service has increased productivity by around 12% since May 2005 despite moving twice.
	Year
	Estimated Activity
	Actual Activity
	Variance

	2005/06
	817 spells 
	912 spells
	+95 spells

	2006/07
	900 spells
	1050 spells (estimated)
	+150 spells


3.
Financial Assessment

In 2005/06 actual costs were £241k less than expected. These savings were largely due to delays in recruitment to new posts although there were some recurrent savings in support departments. Despite this activity levels were higher resulting in increased income. As a result of both of these issues the funding deficit on the thoracics service was reduced from £674k to £85k in 2005/06 (a reduction of £589k).
It is estimated that the service will perform 1050 inpatient spells in 2006/07.  This is an increase of 150 above the original estimate by the CMT.  The costs associated with this increase in activity are marginal and are offset by an increase in income.  There is an unquantifiable risk associated with the ICU element of the income plan.
Summary

The thoracic service is doing 12% more work than anticipated when the service transferred from Bradford Foundation Teaching NHS Trust.  This and a reduction in costs has closed the funding gap associated with the service from £956k to £293k. 

The CMT has conducted a detailed audit of consumable use in theatre because it is felt that these were over-estimated when the Bradford service transferred.  It is likely that recurrent savings of up to £100k can be realised in this area.  Should these materialise the financial gap associated with this service will be reduced to £193k.  

The combined thoracic service will move into the New Oncology Wing currently being built at SJUH at the beginning of 2008.  It is anticipated that the £213k of non recurrent costs associated with the ASR will cease at this time.
Recommendation
The Board is requested to note progress in this specialty and receive assurance that the decision to centralise Thoracic Surgery in Leeds at an earlier stage than planned was the right decision.
Michael Allen
Head of CMT




















































































































































































