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Purpose of report

To provide the Board with an update on the financial performance of the North East and North Cumbria
Integrated Care Board (NENC ICB) and NENC Integrated Care System (ICS) in the financial year
2023/24 for the period to 30 November 2023.

Key points

ICS Revenue Position:

As at 30 November 2023, the ICS is reporting an overall year to date (YTD) deficit of £29.7m compared
to a planned deficit of £48.6m, a favourable variance of £18.9m (compared to an adverse YTD variance
of £20.8m at month 7).

The improved YTD position is mainly due to the receipt of additional non-recurrent funding to support
industrial action and other pressures, together with changes in Elective Recovery Fund (ERF)
arrangements agreed by NHS England in November 2023. It should be noted that the full impact of the
Industrial Action related funding of £46m was required to be shown against the YTD position rather than
phased evenly through the whole year as originally expected. Hence the year to date variance against
plan has improved more than what might have been expected if funding was phased across the whole
year.

The forecast ICS position reported at month 8 continues to be in line with original plan, a deficit of
£49.87m. A revised forecast plan was approved by ICB Board in November 2023 with a deficit of
£34.6m. NHS England requested the forecast position was kept unchanged at month 8 until this revised
forecast plan was formally agreed, which is expected for the month 9 submission.

The ICS Efficiency programme is on track to deliver the total required of £408m however it should be
noted that the level of recurrent efficiency delivery is expected to be circa £63m behind plan (around 1%
shortfall). This is mainly within the provider part of the ICS and effectively makes the 24/25 financial plan
more challenging.

ICB Revenue Position:

As at 30 November 2023 the ICB is reporting a YTD surplus of £23.5m, an improvement to plan of £1.9m
(compared to an adverse variance to plan of £5.8m at month 7). Again this improvement is due to the
receipt of additional non-recurrent funding and ERF overperformance funding which is helping to offset
pressures in prescribing and continuing healthcare costs. The ICB forecast surplus for the year
continues to be £32.4m in line with plan.




Prescribing costs, based on six months of actual data received so far, are demonstrating growth of
almost 12% compared to the same period last year, significantly higher than national expectations of
growth reflected in ICB funding allocations of 2.4%. However it should be noted that prescribing growth
has slowed slightly over the last three months which is encouraging.

ICB Running Costs:

The ICB is reporting a relatively small underspend against running costs budgets (£3.8m YTD and £1.5m
forecast underspend). This underspend helps to offset pressures where certain costs have been
reviewed and realigned to programme budgets.

Running costs remains a potential risk area for the ICB on a recurring basis with work continuing on the
development of ICB 2.0 in response to the forthcoming 30% real terms reduction in running cost
allowances.

Non-recurring redundancy costs are expected in 2023/24 to support the delivery of the required 30%
reduction in recurring costs. These have been estimated at £6m in total, which will impact both running
and programme costs. Currently we expect this can be managed without any impact on delivery of
financial duties, with funding identified in both running and programme budgets, although this will require
careful monitoring and liaison with NHSE.

ICS Capital Position:

Capital spending forecasts are currently in line with plan; however this includes an allowable 5% 'over-
programming’, hence the forecast is £9.4m in excess of the ICS capital departmental expenditure limit
(CDEL) allocation. At month 8, the capital position includes the impact of IFRS16 (lease accounting)
which was previously managed centrally by NHS England. This has increased the forecast overspend to
£40.9m, although additional funding held regionally is expected to mitigate most of the pressure arising
from IFRS16. Work continues with the Provider Collaborative to manage the overall capital position by
the end of the year and the expectation is that spending for 23/24 will be within budget constraints.

Risks and issues

As previously reported and included within the financial plan, at month 7 there were significant potential
unmitigated financial risks to the forecast position.

Net risks have reduced significantly this month following confirmation of additional non-recurrent support
funding and changes to ERF. As at 30 November 2023, overall net risks are estimated at £10m across
the ICS, compared to £88m at month 7.

This does not include the potential impact of further industrial action in the remainder of the year which
could pose a further significant risk to the position.

Work will continue across the system to review the position, seek to identify mitigations and collectively
work to manage potential risks. Financial controls are being actively reviewed across the system, with
additional controls implemented where necessary to manage potential financial risks.

Assurances

ICB finance teams will monitor and report monthly on the risks noted above. This will include actions
being taken to mitigate these risks.

The ICB Executive Director of Finance meets monthly with the ICS Directors of Finance to review the ICS
finance position.

The financial position of both the ICB and the wider ICS will continue to be reviewed in detail on a
monthly basis by the Finance, Investment and Performance Committee and the ICB Executive
Committee.

Work is progressing on the 24/25 financial plan although formal planning guidance is yet to be issued and
the development of a medium term financial plan for the ICS, incorporating a financial recovery plan.




Recommendation/action required

The Board is asked to:
¢ note the latest year to date and forecast financial position for 2023/24,
e note there are a number of financial risks across the system still to be managed although these
are significantly reduced from previous levels,
¢ note the agreed revised system forecast position will be reported at month 9.

Acronyms and abbreviations explained

ARRS — Primary Care Networks Additional Roles Reimbursement Scheme

BPPC — Better Payment Practice Code

CHC — Continuing Healthcare

ERF — Elective Recovery Fund

FT — NHS Provider Foundation Trust

H2 — Half 2 (widely used by NHSE and financial institutions to refer to the second half of the financial
year in the same way Q1 = Quarter 1)

ISFE - Integrated Single Financial Environment (financial ledger system)

MHIS — Mental Health Investment Standard

NHSE — NHS England

QIPP — Quality, Innovation, Productivity and Prevention

POD — Pharmacy, Ophthalmic and Dental

YTD — Year to Date
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