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1. INTRODUCTION
This report has been prepared to supplement the summary commentary made in the Monitor financial return spreadsheets.
2. EXECUTIVE SUMMARY
University Hospitals Bristol NHS Foundation Trust was authorised with effect from 1st June 2008. This commentary covers the results for the period April to December 2008.
The Trust has achieved a cumulative surplus of £10.294m, £3.45m ahead of plan for the first three quarters of 2008/09. The 2008/09 forecast outturn assumes a lower rate of surplus over the remainder of the year as additional costs are anticipated in respect of, for example, Lean projects, NICE and energy costs and maintaining / increasing capacity to meet demand and waiting list targets. The forecast outturn for the year is unchanged from that made at the end of quarter 2, i.e. a surplus of £12.987m.
The Trust has scored a 4 for its financial risk rating. The actual score has been calculated at 4.75 but is limited to 4 in the Trust’s first year of operation. The financial risk rating is due to the achievement of the planned EBITDA (Earnings before interest taxation depreciation and amortisation) and strong liquidity performance, underpinned by good performance for return on assets and the income and expenditure surplus margin and satisfactory performance on the EBITDA margin. 
3. NHS CLINICAL INCOME
NHS Clinical income has performed favourably against the annual Monitor plan by £12.3m, or 4.9%, standing at £262.5m year to date.  The Trust’s NHS clinical income budget year to date has increased since the agreement of the Local Delivery Plan and submission of the annual plan by £4.7m due mainly to the addition of activity required to deliver the 13 week referral to treatment target and the phasing of income throughout the year. Against this revised budget NHS clinical income has overachieved by £7.6m. 
Clinical income includes income from NHS commissioners and also income from territorial bodies, mainly Health Commission Wales.

The variance to date is explained in table 1 below:

Table 1 – Clinical Income – Quarter 3 Variance from Plan

	
	£m

	Budget phasing
	0.7

	13 week referral to treatment funding
	4.6

	Other changes to plans
	(0.6)

	Sub Total Changes in Plan
	4.7

	Over performance on Service Level Agreements (see table 2 below)
	7.6

	Total Variance from Annual Plan
	12.3


Activity and Income by Worktype 

Year to date performance against Service Level Agreement income budgets is summarised below by worktype.

Table 2 – Clinical Income by Worktype

	
	Actual (£m)
	Plan (£m)
	Variance (£m)

	Elective (*)
	58.5
	55.4
	3.1

	Non Elective (*)
	66.7
	66.4
	0.3

	Outpatient (*)
	33.7
	32.2
	1.5

	A&E (*)
	6.5
	6.3
	0.2

	Market Forces Factor 
	19.5
	18.9
	0.6

	Bone Marrow Transplants
	6.0
	4.9
	1.1

	Critical Care
	22.4
	22.1
	0.3

	PbR Exclusions
	11.6
	10.4
	1.2

	Radiotherapy
	5.7
	5.5
	0.2

	Other
	31.9
	32.8
	(0.9)

	Total
	262.7
	255.1
	7.6


(*) Excludes Market Forces Factor. The Market Forces Factor is a payment made by the Department of Health to Trusts to cover variations across the country in the cost of providing services.
i. Elective

Elective activity has exceeded plan across the Trust. This is mainly due to an increase in the number of additions to the elective waiting list, fuelled by additional work in outpatients to achieve 18 week referral to treatment targets and in some specialties an increase in outpatient referral rates. The Elective ROTT rate (i.e. removals for reason other than treatment) has also fallen, which is probably due to shorter waits and therefore less need to go private. In addition there has been a catch up of activity to reach the 18 week referral to treatment target in certain specialties. 

ii. Non-Elective

There has been an increase in non elective admissions of 9.6% compared with the same period in 2007/08.  This is mainly due to increased admissions from ambulance calls. Also, the planned transfer of cardiology activity to North Bristol NHS Trust has been lower than expected. Since reporting quarter two income overperformance has been abated by the inclusion of the Payment by Results Emergency Threshold adjustment (where additional activity is only paid for at 50% of national tariff); this has reduced income by £0.9m.
iii. Outpatients

Outpatient activity has exceeded plan mainly due to an increase in follow up attendances following increased elective activity to achieve the 18 week RTT in quarter 4 2007/08. There has also been significant growth in referrals in a number of specialties, especially Ophthalmology and Oral Surgery, as well as progress towards clearing a backlog of attendances for glaucoma patients that was originally planned for 2007/08.

iv. Accident and Emergency
A&E attendances are broadly in line with plan at quarter 3.

v. Other Activity

Other activity includes Direct Access, Radiotherapy, Critical Care, Payment by Results, excluded drugs & devices and specialised services such as Bone Marrow Transplants.  Key areas of over performance to quarter 3 include Adult Intensive Therapy Unit (£0.7m over plan), Payment by Results excluded drugs and devices (£1.2m over plan) and Bone Marrow Transplants (£1.0m over plan); offset by under recovery in Regular Day Attenders (£0.7m under plan).

3.2  Negotiations with PCTs

Service Level Agreements or Heads of Agreement have been signed with all the Trusts main commissioners (with expected activity levels greater than £100k).

3.3  Over Performance by Primary Care Trust
Year to date the Trust has over performance on Service Level Agreements of £7.6m.  During the Local Delivery Plan process the Trust agreed to reduce Service Level Agreement- values for RUM / demand management schemes put forward by Primary Care Trusts that the Trust believed were over optimistic. Because the Trust did not expect these activity reductions to materialise the clinical income budget was not reduced, and an income budget was established named Variable Estimates. Table 3 below shows the largest Primary Care Trusts that make up this balance, and how the Variable Estimates income target then adjusts this for the overall position. The assumption used in assessing the size of variable estimates appears to be sound based on experience to date.

Table 3 Over Performance by Primary Care Trust
	Commissioner
	£m variance
	% variance

	Bristol
	1.4
	1.2%

	North Somerset
	2.1
	7.3%

	South Gloucestershire
	1.9
	9.0%

	Gloucestershire
	1.0
	14.4%

	SW Specialised Commissioning
	1.3
	7.6%

	Somerset
	1.0
	7.4%

	Variable Estimates
	(2.5)
	n/a

	Other (including Exceptional Funding)
	1.4
	n/a

	Total
	7.6
	3.0%


4. NON-NHS CLINICAL INCOME
Overall Non NHS clinical income is £0.69m lower than planned at Quarter 3. The main reason for this is a lower than expected level of private patient income.
5. OTHER INCOME 

Overall other income is £11.64m higher than planned at Quarter 3. The main reasons for this are 

· higher than expected level of income for Skills for Health a body hosted by UH Bristol, 
· higher than expected income from research and development due to increased income from the Western Comprehensive Local Research Network, and 
· higher than expected income from provider to provider services to other NHS bodies.
6.  EXPENDITURE
Overall costs of £307.69m for the 9 months to 31st December were £19.63m above plan.  Trust expenditure on both pay and non pay headings were greater than plan in the quarter.
6.1  Pay Costs

Pay costs for the 9 month period were £208.20m, £8.81m adverse to plan. The main reasons for this are 
· The use of agency staff Healthcare assistants and support staff within the facilities and estates division to cover vacancies,
· Use of bank and agency nursing to cover vacancies and the use of bank and agency nurses as well as permanent staff to cover additional capacity to deal with higher than expected activity levels, and 

· Higher than planned spend to date on Skills for Health 
6.2  Drugs 
Drug costs for the period were £23.04m some £2.66m less than plan. The original plan included planned spend on blood products of £4.5m to date so the true drugs position against plan is an over spend of £1.84m. Increased costs are due to increase activity.
6.3  Clinical supplies and services 
Clinical services costs at £28.79m are higher than plan by £6.27m however as stated above the original plan excluded planned expenditure on blood products £4.5m (which showed under drugs in the original plan) so the actual clinical supplies and services position against plan is an overspend of £1.77m.  
6.4  Other Costs 
Other costs were £47.66m for period, £7.22m adverse to plan. The over spend is due mainly to the following factors.
· Skills for Health expenditure is higher than planned,
· Purchase of services from other NHS bodies mainly within the Women’s and Children’s Division for services such as bone marrow transplant donor charges, tissue typing charges, clinical genetics and cytogenetic testing charges, and 
· Additional premises and fixed plant costs mainly due to higher than planned costs of energy.
7.  CAPITAL 
The Trust’s total capital plan for 2008/09 is £46.840m.  Table 4 below shows the split of the capital plan into approved, planned and actual spend to December 2008.  The spending profile of the capital plan is forecast as £38.161m in 2008/09 and £8.679m slipped into 2009/10.  The slippage relates primarily to a re-phasing of cash spend for the Bristol Heart Institute and Information Management & Technology office relocation schemes, although there is no delay envisaged on the planned opening dates of these facilities in May and June 2009 respectively, the deferment of the Air Ambulance Access scheme which is now due to be undertaken in 2010/11 in line with a related strategic scheme and the re-phasing of cash spend on medical and information technology equipment and the Trust wide refurbishment of patient washrooms.
The Trust’s Public Dividend Capital limit for the financial year has been set at £24.080m, £1.149m below the expected figure.  The variance relates to slippage from 2007/08 which has not been approved by the budget holder at the Department of Health.  The funding was in respect of the Decontamination scheme.  The expenditure provision previously held within the contingency provision has been removed accordingly. 

Table 4 – Planned, Approved and Actual Capital Spend

	Schemes
	Capital Budget 2008/09
	Planned Spend Month 9
	Actual Spend Month 9
	Forecast Spend for Year 

	
	£000’s
	£000’s
	£000’s
	£000’s

	Strategic Schemes
	
	
	
	

	Bristol Heart Institute
	19,797
	15,400
	13,705
	19,720

	Information, Management & Technology Office Relocation
	3,733
	1,840
	1,367
	3,123

	Air Ambulance Access

Electrical Supply Infrastructure
	1,808
1,016
	300
744
	275
602
	475
744

	Other Schemes
	2,419
	999
	618
	1,544

	Total Strategic Schemes
	28,773
	19,283
	16,567
	25,606

	
	
	
	
	

	Medical Equipment
	
	
	
	

	Major medical programme
	4,278
	1,752
	1,106
	2,304

	Other equipment
	1,840
	1,110
	739
	1,755

	Total Medical Equipment
	6,118
	2,862
	1,845
	4,059

	
	
	
	
	

	Other Schemes
	
	
	
	

	Information Technology
	3,193
	618
	630
	1,164

	Works Replacement Programme
	2,166
	1,936
	1,781
	3,391

	Refurbishment Programme
	4,325
	1,990
	1,844
	3,106

	Other
	2,265
	514
	404
	835

	Total Other
	11,949
	5,058
	4,659
	8,496

	
	
	
	
	

	Grand Total
	46,840
	27,203
	23,071
	38,161


The key fixed asset developments of note for 2008/09 are;
· The construction on the Bristol Heart Institute is due to be completed in February 2009 and be operational from May 2009.  The total cost of the scheme will be £61m.

· The IM&T office move started in June 2008.  Construction costs have been planned at £3m.  The total cost of the scheme, including enabling costs, will be £5.9m.

· The Air Ambulance Access scheme has been deferred to 2010/11 to enable the works to be undertaken more cost effectively as part of the Bristol Royal Infirmary redevelopment scheme.  
· Planned expenditure on IT includes the replacement of the Trust’s Core Financial Systems, the development of Pathology systems and the replacement of personal computers.  With regard to the Core Financial system the shortlisted suppliers are presenting to the Evaluation Panel at the end of January and a chosen supplier is expected to be appointed in mid March 2009.
· The Works Replacement Programme includes a new water system at St Michael’s Hospital.  This scheme has progressed ahead of plan and is due to be completed in March 2009.
· The Bristol Sexual Health Clinic opened in July 2008 at a total cost of £2.8m.

8.  CASH
Total cash at the end of December was £35.36m.  This is £17.05m above the planned figure.  This is due to a number of factors but notably:

· There has been an improvement in service level agreements income of £8.8m.
· An overachievement of receipts from other NHS bodies of £6.2m, relating to Skills for Health.

· Slippage on the capital programme of £4.5m

· The total of the above is offset by increased expenditure for NHS payments of £2.1m mainly relating to Skills for Health. 
A working capital loan of £20.3m was taken out with the Department of Health in March 2007. A repayment of £12.8m was made in 2007/08 leaving a balance owing of £7.5m as at April 2008. The Trust’s Integrated Business Plan included the assumption that a further £5m of the Department of Health working capital loan would be repaid this year. 

There have been a number of reductions in the Bank of England Base Rate since October. The differential in the rate payable on funds held on deposit with the Office of the Paymaster General or National Loans Fund is now lower than the interest rate payable on the Department of Health Loan. In view of this change in circumstances the Finance Committee authorised the Director of Finance to agree with the Department of Health for the additional payment of some, or all, of the loan in 2008/09. The Trust now intends to fully repay the balance of the DoH loan in March 2009.

The Trust has a £31.75m working capital facility which on current plans will not be used in 2008/09.  The Trust has held discussions with a number of high quality commercial banks in order to be able diversify its cash deposits across several organisations and secure premium rates of interest without significantly altering risk.

9.  WORKING CAPITAL
The significant balance movements and variances are explained below.
9.1  Stock

At the end of the third quarter, stock balances totalled £6.25m.  This is approximately £0.9m above plan but largely accounted for by an increase in pharmacy items over the Christmas and New Year holiday period and an increase in heart valve stocks.
9.2  Trade Debtors and Accrued Income 
The NHS Trade Debtors balance at the end of December is £23.76m, which is £5.15m above plan. 68% of the balances relate to invoices that were raised within the previous 30 days. Accrued income is £12.13m below plan at the same point in time. The net Debtors/Income Accrual shows an actual figure which is £6.23m below plan. This reflects the work that the Trust has undertaken to ensure invoices are raised promptly and effectively chased.
9.3 Prepayment  
The prepayment balance at the end of December is £1.59m, which is £1.48m above plan. This is mainly due to payments for maintenance contracts for servicing of equipment to the end of the financial year.  

9.4  Trade Creditors / Other Creditors / Capital Creditors
Trade Creditors and other creditors are £3.28m below the planned position; trade creditors are £1.58m less than plan and other creditors are £1.7m below plan. This reflects improvements in the Better Payment Practice code including the payment of local suppliers within 10 days
Capital creditors at the end of December are £1.35m which is £1.69m below plan.  The variance is a result of the prompt settlement of accounts payable and a lower capital spend at this point in the year.  
9.5  PDC Creditor
The planned figure for the end of December was £4.74m; however following a payment of the first half yearly payment during September the actual creditor is now £2.77m.
9.6  Accruals / Payments on Account

The accruals balance of £22.61m is £7.84m higher than plan. £1.870m on projects costs in Skills for Health, £3.150m for outstanding NHS organisation costs within Research and Development, £1.495m for NHS creditors in Service Agreements, £1.555m relating to pay accruals.

9.7  Deferred Income

Deferred income of £15.63m is £6.39m higher than plan.  The increase relates to the Joint Investment Framework Income within Skills for Health.
10.  OTHER EVENTS
10.1  2008/09 Annual Accounts of the United Bristol Healthcare NHS Trust
The 2008/09 Annual Accounts of the United Bristol Healthcare NHS Trust covering the two month period to 31st May 2008 were approved by the Audit and Assurance Committee and the Trust Board at meetings held on 28th January.  The surplus for the period is £3.706m.

The Audit Commission has issued an unqualified opinion on the Accounts. The external auditor plans to issue a modified report as the manual for accounts requires the Trust to produce an annual report. The Trust will produce the annual report for this two month period alongside the annual report for the ten month period as a foundation trust later this year. 
10.2  International Financial Reporting Standards

The Trust completed the restatement of 1st April balances exercise in December 2008. A work plan has been produced to ensure satisfactory progress continues to be made on the remaining key targets for 2009, for example

· complete external audit of 1st April 2008 balances by 30th April 2009; 

· restatement of 31st May 2008 balances, 

· introduction of revised chart of accounts from 1st April 2009, and 

· restatement of 2008/09 Accounts by September 2009.
10.3  Patient Level Costing and Service Line Reporting
Patient Level Costing methodology has been successfully used for the 2007/08 Reference Costs return.  This has been amended in order to produce Service Line Reporting for the 2007/08 financial year. This follows Monitor guidance for apportioning spell income to episode level. 

The Trust has developed an internal data warehouse which matches data from feeder system to the outpatient and inpatient Minimum Data Set. This is being used to automate Patient Level Costing in order to facilitate more regular reporting. 

It is planned that first automated reports will be produced in August 2009. Following this, reports will be made available on the Trust Intranet. Both a Dashboard facility and Drill Down reports will be available.
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