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EXECUTIVE SUMMARY

This paper evaluates the option for Brent PCT of migrating finance and accounting services to the national shared service provider: NHS Shared Business Services (NHS SBS) against other local options.

A long list of five options was identified which was reduced to a short list of three following the non-financial appraisal (both the long and short listed options retained a baseline do nothing option).

Apart from the do nothing option the remaining options of migrating services to NHS SBS or a local solution using an enhanced service via North West London Shared Financial Services were subjected to a financial appraisal.

The outcome of the non-financial and financial appraisals supports the conclusion that migrating finance and accounting services to NHS SBS offers the best option for the Trust to deliver a significantly improved financial service and generate savings for reinvestment in frontline services.

The paper therefore recommends that Brent PCT contracts with NHS SBS to provide shared financial services. 
NHS SBS also provide an e-procurement service and as there are savings on costs if both are purchased together (although it is not necessary to implement both at the same time) and the fact that the current licence for the Procurement System expires in 2010 this option has also been considered. Appendix 4 gives more details.
It further recommends that the PCT should agree in principle to contract with NHS SBS to provide eprocurement services subject to further discussion internally over the pace of change and externally with our two customer PCTs over the current Service Level Agreement.

1. INTRODUCTION

1.1. Brent PCT has made significant progress over the last two years in addressing its underlying financial and organisational issues. In common with all PCTs it faces further strategic and organisational challenges over the next few years and needs to ensure that its systems and processes are fit for purpose.

1.2. Since 2002 the PCT has received financial services and system support from North West London Shared Financial Services, which is hosted by the North West London Hospitals NHS Trust. 

1.3. In 2005 the Department of Health created NHS Shared Business Services (NHS SBS), a joint venture with a private sector company (Xansa) to provide shared services to NHS organisations. NHS SBS have, to date, primarily offered shared finance and accounting, procurement and payroll functions to the NHS. Since their inception their customer base has been growing and they currently provide services to over 100 organisations across the NHS in all sectors (Acute, PCTs, mental health etc.).

1.4. Brent PCT wishes to evaluate the option of migrating finance and accounting services to NHS SBS against other options. Three options were identified for appraisal:

· Migration of specified financial services to NHS SBS

· Retain Service Level Agreement with NWLSFS with re-engineered and streamlined financial operations 

· Alternative local provider of shared services (NHS and wider market)

A do nothing / status quo is also to be included in the appraisal to provide a baseline.

1.5. The PCT commissioned Taylored Winning Solutions Ltd to undertake the appraisal.

1.6. The scope of the option appraisal includes finance and accounting. In respect of procurement services the potential benefits offered through current integrated systems mean that these services warrant consideration and the options for procurement are scoped within this report. Payroll services were excluded from the scope of the work as it is felt that the potential risks associated with this function at a time of significant internal reorganisation outweighed the potential benefits of a change in service provider and the current service from NWLSFS meets the PCT’s needs.
2. REASONS FOR UNDERTAKING THE OPTION APPRAISAL

2.1. Brent PCT have identified the following as the rationale behind undertaking this review:

· The need to modernise financial services to facilitate improved financial control and decision making

· To deliver efficiencies and economies from back office functions to facilitate the redirection of resources to frontline patient care.

· To ensure that financial systems are fit for purpose and support the delivery of organisational and strategic agendas

3. CURRENT POSITION (‘AS IS’ POSITION)

3.1. North West London Shared Financial Services. Since 2002 financial services have been provided to Brent PCT by the North West London Shared Financial Services (NWLSFS) hosted by the North West London Hospitals NHS Trust. NWLSFS provide shared services to the following organisations: Royal Brompton Hospitals, Epsom and St Helier NHS Trust, Royal National Orthopaedic Hospital, Harrow PCT, Kensington and Chelsea PCT and Brent PCT. In addition, payroll services are provided to Harrow PCT and Brent PCT.

3.2. Originally NWLSFS provided a complete range of services to the PCT including: payroll, payments. Accounts receivable, General Ledger, Charitable Funds and Financial Systems. Following local concerns over poor performance by NWLSFS the PCT commissioned a review of financial services by in 2003 which led to a number of services being brought back in house. These included payments and Accounts Receivable functions.

3.3. NWLSFS effectively currently provide a shared financial system to Brent PCT. General ledger services are provided to the PCT via a shared platform using Cedar eFinancials. NWLSFS use the latest version of eFinancials v3.4. 

3.4. Service provision to Brent PCT is governed by an annual Service Level Agreement (SLA).  The current annual cost of the service is £84,000. Under the SLA, NWLSFS are responsible for all system maintenance and upgrades and for the provision of technical system support

3.5. Additional system / service functionality is available from NWLSFS. Shared service partners can opt to take additional services and the service operates on a pooling basis i.e. where a shared service partner rolls out additional functionality it shares the learning of this with other partners across the consortium.

3.6. Discussion with NWLSFS would suggest that Brent PCT do not make significant demands of the shared service and have not taken a major interest in the enhancement and development of the available services.

3.7. Discussion with finance staff in Brent PCT would suggest that they are broadly satisfied with the system / service they receive and they reflect the NWLSFS assessment that they make few demands of it. However, a recent system crash, which lasted over a number of days, did highlight the dependency of the PCT on the shared system and the need for effective and timely disaster recovery procedures.

3.8. Brent PCT. The finance structure within Brent PCT is evolving to meet the strategic demands faced by the organisation and in particular the split between commissioning and provider functions. A new organisational structure is being put in place and recruitment to key positions is underway. The PCT currently has a high number of temporary staff within the financial accounting section. In common with a number of London PCTs, recruitment continues to be difficult and the dependency on temporary staff in these areas can be risky, expensive and lead to instability through high turnover.  Current performance against the against  Public Sector Payments Policy is below the target expected of NHS organisations.
4. OPTIONS

LONG LIST

4.1. Five options have been identified for consideration as part of this appraisal as follows:

· Option 1: Do Nothing / Status Quo

· Option 2: Migration of specified services to NHS SBS

· Option 3: Retain SLA with NWLSFS with re-engineered and streamlined financial operations

· Option 4: Alternative local provider of shared services

· Option 5: Procurement of new financial system
The following paragraphs provide a brief description of each of the above with an initial assessment of their advantages and disadvantages.

4.2. Option 1: Do Nothing / Status Quo: to retain current service level agreement with NWL SFS and current staffing in finance.

	Advantages
	Disadvantages

	· Current knowledge of system and capacity in place

· No change required
	· Does not meet rationale for service / system to underpin strategic and organisational change in PCT

· Will not address underlying staffing and recruitment problems in financial accounting section


4.3. Option 2: Migrate finance and accounting services to NHS SBS: NHS SBS was established by the Department of Health and its private sector partner, Xansa (now Steria) following a full tender process under OJEU. Services are offered to the NHS via a national framework agreement, which obviates the need for any local tender process thus saving the NHS both time and money.

NHS SBS provide back office transactional services to NHS organisations via an Oracle system.  Services are web based, allowing budgets, ordering and order and invoice approval to be undertaken from the desktop. Their offering is a genuine shared service with functions being provided to the NHS from call centres in Leeds, Bristol and Portsmouth (payroll) and from off shored capacity in India. 

NHS SBS provide the following functions:

· Purchase to Pay – online purchase ordering, online approvals, receipting of goods and services and invoice processing and payment to suppliers

· Order to Cash – orders for goods and services by third parties or between NHS organisations, payment and debtor management

· Accounting to Reporting – book-keeping up to the generation of reconciled trial balances and the production of final management reports

· Treasury and cash management – management of OPG banking operations and cash management activities

· VAT – advice and assistance

· E-Procurement – ordering of goods and services on line – is available at an additional cost.

	Advantages
	Disadvantages

	· Solution designed to meet NHS requirements

· Tried and tested solution currently operating in over 100 NHS organisations

· Standardised processes and procedures

· Contractually enforceable performance standards / KPIs

· Transactional back office functions managed off site to maximise input and value of retained local finance function

· Integrated solution between finance and accounting and procurement

· Web enabled allowing budget holders and requisitioners direct access to the system for ordering and invoice approval

· Framework agreement in place following national / OJEU competition. No need to tender for service

· Supported migration
	· Potential loss of local flexibility through the adoption of standard practices

· Moving to shared service means significant cultural / organisational change – for non finance staff as well as core finance users

· Compared with a locally managed system and locally based finance function there may be issues over local control. For example, whilst there is a little flexibility over monthly close down dates in NHS SBS it is not totally within local influence. Finance and other staff will therefore need to work to an externally structured timetable; NHS SBS only operate using the national Chart of Accounts and the management of payment schedules requires the PCT to agree rules i.e. pay no earlier than thirty days (whilst this can be changed easily it does require an action on the part of the PCT).

· Functions managed outside of local organisation 

· Does not offer Fixed Asset option which will require a local interface to existing systems.




4.4. Option 3: Retain SLA with NWLSFS with re-engineered and streamlined financial functions. This option envisages the PCT taking enhanced functionality from NWLSFS and reshaping the local finance function to ensure that the PCT maximises the benefits of the shared local service. This would effectively be a return to the original position with NWLSFS in 2002 with the shared service providing payments, credit control and financial accounting services to the PCT. 

NWLSFS have indicated that they would be willing to support wider functionality within Brent PCT. At present they have not rolled out budget holder drill down functionality to any of their partner organisations (a flat screen budget statement can be made available to users but does not facilitate drill down into individual invoices), eprocurement functionality has not yet been put in place although it is being implemented in NW London Hospitals. The eFinancial Fixed Asset module has not been rolled out (even within NWL Hospitals)

NWLSFS will only provide technical and system support to any additional roll out. Change management and project management would be a local responsibility.

	Advantages
	Disadvantages

	· System familiarity – Cedar eFinancials in place

· Local solution building on existing relationships / SLA

· Some experience of additional functionality in other parts of NWLSFS

· PCT could shape own solution
	· NWLSFS only provide system support 

· PCT has taken fuller functionality from NWLSFS but reduced scope following critical review in 2002

· Full functionality not in place across NWLSFS and not fully tested

· Current system functionality meets minimum local needs. Question mark over whether enhanced functionality / service would fully meet future needs.

· Implementation would require significant local investment




4.5. Option 4: Alternative local provider of shared services. This option would mean the PCT joining with another NHS based shared service in the local area (defined here as North London). For example: Ealing, Hammersmith & Hounslow, Camden and Islington or Barnet, Enfield and Haringey. Initial approaches to host organisations for local shared services have been made but have not yielded a positive response (previous approaches by Brent PCT have not yielded much interest from potential hosts).

	Advantages
	Disadvantages

	· PCT would be joining an established shared service / system tailored to meet NHS needs

· Existing shared service operations are well established and have been operating successfully over a number of years

· Should be fit for purpose and well aware of challenges facing PCTs
	· System / service functionality is broadly similar to that offered by NWLSFS 

· Existing shared services are well established over a number of years. Initial approaches showed little interest in taking on additional customers

· Insufficient focus on particular needs of Brent PCT (especially true of services including acute hospital partners)


4.6. Option 5: new system provider. This option would mean the PCT procuring an alternative system / service for local implementation. There are a number of financial systems currently in use across the NHS, for example Agresso Business World, IB Solutions / Integra and Cedar eFinancials.  These broadly offer similar functionality and may offer options between a locally owned system solution through to an off site Managed solution / hosted solution. Whilst some systems are available through an OGC framework agreement (Agresso), others are not. Therefore to ensure compliance with competitive tendering rules it is likely that some form of market testing would be required. Ina all probability this is likely to entail full competition through the European procurement route (OJEU).

	Advantages
	Disadvantages

	· Fully locally owned solution

· Could design solution to meet particular local needs

· Number of options in wide use across the NHS
	· Resource implications (cost / time) of tender process

· Standard functionality may need adaptation to local NHS needs

· Potentially lengthy migration period


5. NON FINANCIAL APPRAISAL

5.1. Brent PCT established the following non-financial criteria for evaluating the options. These were weighted with a view to meeting the overall objectives of the project as outlined in Section 2.

Figure 5.1. Non-Financial Criteria and Weightings

	Requirement
	Description
	Weighting

	1. System functionality – standards and coverage 
	Extent to which systems or services are provided to a specified standard and coverage
	10

	2. Functionality – system enhancement
	Extent to which options deliver potential for improved functional performance in relation to: basic ledger operation / financial reporting / coding structures / invoice management / electronic procurement
	15

	3. Achievement of financial duties
	Public Sector Payments Policy

Production of monthly and annual accounts

Improvement in ALE scores
	15

	4. Control and autonomy
	Extent of local control processes including;

Timing of accounting period shutdown / chart of accts
	10

	5. Ease of implementation
	Impact on finance and other resources and capability including IM&T
	10

	6. HR implications
	Impact on existing finance posts. Ability to provide a sound base to recruit permanent staff.
	10

	7. Quality of Service implications
	Potential to improve the quality of service provided by the Finance Department. Extent to which system or service would facilitate empowerment of local users / budget holders
	15

	8. Fit for purpose
	Flexibility of system / service to meet organisational change agenda e.g. provider / commissioning split
	15

	TOTAL
	
	100


5.2. The options were scored out of ten (ten being fully meets the requirement, zero does not meet the requirement at all) against the criteria. The maximum possible score for any option is 1000. The outcome of the scoring is attached at Appendix 1. 

5.3. Analysis of the Results.  The highest ranked option from the non financial appraisal was Option 2 (migrate finance and accounting services to NHS SBS. Option 3 (enhanced local service using additional functionality from NWLSFS) was the second ranked option. Options 4 & 5 involving the PCT moving to a different shared service or new system were jointly ranked third. 

5.4. Short Listing. Given the absence of specific options for a new shared service or system and their ranking through the non-financial appraisal Option 4 and Option 5 were not short listed for further consideration. The following options were therefore retained for financial appraisal:

· Option 1: Do Nothing (to provide the baseline)

· Option 2: Migrate finance and accounting services to NHS SBS

· Option 3: Retain SLA with NWLSFS with re-engineered and streamlined financial functions

6. FINANCIAL APPRAISAL

6.1. This section sets out the recurring and non-recurring costs of each option and explains the methodology and assumptions used in arriving at these.
6.2. The methodology and assumptions are applied to arrive at a cost of proceeding with each of the options and are accompanied by any comments on each option as regards, for example, affordability and savings.

6.3. Option 1: Do Nothing / Status Quo. Under this option NWLSFS would continue to provide the current level of service to the PCT.
6.4. Recurrent costs for this service in 2008/09 are £84,000 under the current SLA plus in-house staff costs.
6.5. No non-recurrent expenditure is budgeted for in the current year.
6.6. It is assumed that no staff savings are associated with this option and the total cost of the finance department remains as is.

6.7. Option 2: Migration to NHS SBS. This option provides for finance and accounting services to be migrated to NHS SBS.
6.8. The standard NHS SBS contract is for a six-year period with a break clause at the four-year stage. The service charge is based on an element of fixed costs (hardware / Oracle licences etc) and transaction volumes (Accounts Payable / Accounts Receivable). A cumulative 2% reduction in the service charge is guaranteed by contract over the six-year contract term. NHS SBS also make a separate service charge for creating more than one entity (commissioner / provider maintaining separate sets of books or PCT mergers). The standard charge for an additional entity is £50k per annum.

6.9. Following discussion NHS SBS have agreed to reduce their service charge to Brent PCT by £26k (from £231k to £205k) and the additional charge for the separate entity from £50k per annum to £30k per annum. This produces a net service charge of £235k for year one rather than £281k as originally put forward. The NHS SBS service charge breakdown is attached at Appendix 2.

6.10. NHS SBS charge a one off non-recurrent migration fee of £120k. This assumes that the PCT will go live with two entities / sets of books for the provider and commissioning functions. Should the PCT opt to separate out the provider and commissioner at a later date it is likely that an additional migration charge of £26k will be incurred. There is an option to spread the migration charge over the first four years of the contract. 

6.11. To ensure appropriate knowledge transfer and local ownership of the service after go live, NHS SBS recommend that the NHS organisation puts in place its own project management structure and team to manage the local elements of the implementation. Evidence from earlier NHS migrations suggest that this can make significant demands of local staff in terms of data collection, process mapping and local testing. To protect day-to-day financial functions it is likely that project management and support will be sought externally for the PCT. A non-recurrent cost of £60k has therefore been factored in to the project costs.

6.12. Using the assumptions employed by NHS SBS suggests a net saving to the PCT of £552k over the contract term. This assumes a loss of 8.3 WTE posts within the Finance department and that the PCT does not take the eprocurement option. If the eprocurement option is taken by the PCT the contract term saving is £390k.  Given the high numbers of temporary staff within the finance department NHS SBS have assumed that no redundancy costs will arise.

6.13. Whilst NHS SBS would argue that their assumptions are based on the evidence of their 100+ migrations that they have undertaken in the NHS to date it is important that the PCT makes its own assessment of the likelihood of the savings arising and produces its own set of assumptions. These revised assumptions have been factored into the tables at Appendix 3. The NHS SBS ‘best case’ option excluding e procurement suggests a saving of  £552k (Table 1) over the six year contract term whilst using the PCT assumptions produces a reduced saving of £48k (Table 3) over the same period. This PCT case assumes that the PCT make few of the anticipated savings from migrating to a shared service in particular, that it fails to realise the full savings in financial accounting.. For Management Accounts, NHS SBS assume a 10% saving based on removing basic transactional tasks such as sending budget statements to budget holders. The PCT have assumed a 5% saving in management accounts. The differences in NHS SBS / PCT assumptions are illustrated in the table below

	Service Area
	NHS SBS Assumption
	PCT Assumption

	Accounts Payable
	Release 3.5 wte 
	Release 3.5 wte 

	Accounts Receivable
	Release 0.5 wte 
	Release 0.5 wte

	Financial Accounts
	Release 1.0 wte

Retain 1.0 wte
	Retain 2.0 wte (Financial Controller / Financial Acct)

	Management Accting
	10% reduction in mgt acting costs associated with reduction in budget statement preparation / distribution
	5% reduction in mgt accounting costs

	Procurement
	Release 1.0 (assumption based on current service being provided to 3 PCTs)
	Retain minimal staffing (assumption based on local service to Brent PCT only)

	Internal Audit costs
	Reduction by 15%
	Reduction by 7%

	External Audit costs
	Reduction by 10% (NHS SBS processes and procedures assured under SASS 70)
	Reduction by 3%


6.14. Anecdotally the amount of savings released (or costs incurred) by an organisation migrating services to NHS SBS is commensurate with the overall approach to migration i.e. the degree to which an organisation is genuinely prepared to change working practices and procedures.

6.15. Option 3: Retain SLA with NWLSFS with re-engineered and streamlined financial operations. This option assumes that Brent PCT take an enhanced service from NWLSFS and make similar staff reductions to the SBS option.

6.16. NWLSFS have given an initial view of the costs of providing an enhanced service along similar lines to NHS SBS. A mid point of the estimated costings has been taken. This produces an additional charge to Brent PCT of £167k on top of the current shared system cost of £84k giving an annual estimated service charge of £251k. 

6.17. It should be stressed that the service charge is an initial estimate and would need to be subject to review against a detailed statement of need from the PCT.

6.18. No costing has been provided for an eprocurement option (NWLSFS do not currently offer an eprocurement option). For comparative purposes it has therefore been assumed that NWLSFS would apply a similar proportionate charge as NHS SBS (£27k per annum). 

6.19. It is unlikely that NWLSFS would offer the PCT an annual reduction in the service charge on the same basis as NHS SBS and no reduction in service charge has been factored in.

6.20. NWLSFS have indicated that they are only in a position to offer system functionality and support. Project management and local implementation will therefore be a local PCT function. For comparative purposes therefore it is assumed that the migration costs for the local option will be greater for this option as more local project management will need to be undertaken.

6.21. The local option has been compared over the same potential contract term.

6.22. SUMMARY OF FINANCIAL IMPACT

Option 1: Do Nothing

The current baseline (2008 / 09) cost of the finance department is:

	2008/09 financial Year
	£000s

	Pay
	1,647

	Non-Pay
	321

	Total
	1,968


The financial impact of Options 2 (NHS SBS) and 3 (Retain with enhanced NWLSFS) against the baseline over a six year term are summarised below (Table references refer to Appendix 3):

	
	Option 2 (NHS SBS)


	Option 3 (in house/ NWLSFS)

£00s

	Using NHS SBS assumptions on baseline / savings
	
	

	Finance & Accounting Services excl Eproc 
	     £732,000

     (Table 1)
	     £408,000

     (Table 5)

	Finance & Accounting Services incl Eproc
	     £570,000

     (Table 2)
	     £246,000

     (Table 6)

	
	
	

	Using Brent PCT worst case scenario
	
	

	Finance & Accounting Services excl EProc
	     £228,000

     (Table 3)
	    (£96,000)

      (Table 7)

	Finance & Accounting Services incl EProc
	     £66,000

      (Table 4)
	    (£258,000)

       (Table 8)

	
	
	

	One off project costs
	     £180,000
	      £240,000


6.24 The analysis above makes no allowances for potential income loss to the PCT on procurement or any penalty or redundancy liability arising out of terminating the Service Level Agreement with North West London Shared Financial Services.

6.25 Whilst the NHS SBS service charge has been formally submitted to the PCT and, subject to no significant fluctuation on transaction volumes, can be considered as a maximum possible service charge based on the information supplied by the Trust. The NWLSFS costs are however, entirely based on initial estimates from the shared service provider. As such, the latter costs and potential benefits need to be viewed as being no more than provisional and as such subject to significant risk and potential fluctuation.

6.26 Based on the analysis above, the NHS SBS option is the preferred option financially.

7. RISK ANALYSIS

7.1. There are a number of high-level risks associated with the short listed options. These can be broken down as follows:

	Risk Classification
	Description
	Option 2 (NHS SBS)
	Option 3 (NWLSFS)

	Cost / Price
	Risks relate to the correct estimation of the recurring costs required to operate financial services effectively by the new method of delivery
	Service charge fixed through contract prior to implementation
	Service charge estimated

	Cost / Price escalation. Transaction Volume risk.
	Service charge increases
	Service charge fixed through contract with guaranteed 2% year on year reduction.

Contractual tolerance on transaction volumes (5%) pro rata costs thereafter
	Service charge estimated. No anticipate reductions in charges. Not volume related.

	Non Recurrent costs
	
	Migration fee fixed through contract (NHS SBS). Local implementation costs estimated.
	Implementation costs estimated.

Local implementation costs estimated.

	Training 
	Sufficient time to train staff adequately for new system / service
	Staff training planned as part of migration. Standard training roll out by NHS SBS / Local staff
	Local responsibility

	IT 
	Adequacy of local IT networks to support roll out
	Web enabled system. Early indications are that there are minimal roll out risks (outside of capacity risks in IT)
	Web enabled system. Early indications are that there are minimal roll out risks (outside of capacity risks in IT)

	Performance Standards
	Adequacy of KPIs 
	Contractually guaranteed. Penalties apply for non-performance. Reviewed on a monthly basis with SBS through formal client meeting
	Likely to be governed by SLA which will include performance indicators.

	Time to implement
	Length / time of implementation
	Migration plan agreed between parties as part of contract
	To be agreed. Requires PCT to specify service requirements.

	Flexibility
	Ability of PCT to shape service provided
	Service largely pre-determined (national shared service). Limited flexibility monthly close – other services can be agreed
	Negotiable

	Functionality
	Does option offer required functionality
	Full F&A service plus integrated eprocurement service
	Range of services. Eprocurement to be agreed.

	Technical resilience / support
	Robustness of technical solution
	Oracle. System upgrades are managed and rolled out centrally. Contractually enforceable system availability targets.
	Cedar eFinancials. NWLSFS are responsible for system upgrade and support.

	Supplier Track Record
	Has the service / system been tested in an NHS environment
	Over 100 NHS organisations are now NHS SBS customers
	Limited local roll out


8. CONCLUSION FROM APPRAISAL

8.1. The non-financial appraisal at Section 5 clearly identified Option 2 (Migration to NHS SBS) as the preferred option with the option outscoring the other short listed Option 3 against all but one criterion (Control and Autonomy). The NHS SBS option has been tailored to meet NHS needs and implementation is assisted by a planned, tested and supported migration. This compares favourably to the NWLSFS option where at present the functional offering is unclear and generally not tested in a local environment and where the majority of the implementation responsibility and risk rests locally with the PCT. The NHS SBS option has the potential to significantly improve both the quality and nature of support provided to the PCT by the Finance Department, this is an unknown quantity in the case of the NWLSFS option. System performance and standards are contractually guaranteed through the NHS SBS option and the recent example of recovery from a system crash taking a number of days experienced by the PCT would be unlikely to happen.

8.2. The financial appraisal at Section 6 identified that Option 2 is the preferred financial option. Subject to contract variations, the NHS SBS service and migration charges are fixed. This compares favourably with the service charges from NWLSFS, which are based on estimates with little evidential backing. As such there are potentially significant risks associated with the uncertainty of these costs.

8.3. Whilst there are risks to the PCTs ability to deliver the full savings anticipated by the NHS SBS option it clearly offers the PCT significant non-financial benefits over the NWLSFS option. In comparative terms NHS SBS offer the Trust a structured and supported approach to migration, standardised services defined in contract and contractually enforceable performance standards and indicators. The NHS SBS service has been successfully rolled out to over 100 NHS organisations over the past four years. The table below summarises the outcome of the non-financial and financial appraisal:

SUMMARY OF NON-FINANCIAL AND FINANCIAL APPRAISAL

	Non Financial Criteria
	Weighted Score
	
	
	Financial Appraisal
	Savings / (Costs)
	Savings / (Costs)

	
	Option 2
	Option 3
	
	Excl eproc
	Option 2
	Option 3

	1. System Functionality
	90
	50
	
	Using NHS SBS assumptions
	£732,000
	£408,000

	2. System Enhancement
	150
	120
	
	Using PCT assumptions


	£228,000
	(£96,000)

	3. Financial Duties
	150
	105
	
	
	
	

	4. Control / Autonomy
	70
	90
	
	Incl eproc
	
	

	5. Ease of implementation
	80
	20
	
	Using NHS SBS assumptions
	£570,000
	£246,000

	6. HR implications
	30
	10
	
	Using PCT assumptions


	£66,000
	(£258,000)

	7. Quality of Service
	180
	105
	
	
	
	

	8. Fit for purpose
	180
	105
	
	
	
	

	SCORE (out of possible 1000)
	930
	605
	
	
	
	

	RANKING
	1
	2
	
	
	1
	2


9. PREFERRED OPTION

9.1. On the basis of the non-financial and financial appraisal the preferred option for the PCT is Option 2 (Migration of finance and accounting services to NHS SBS). This Section provides a description of the preferred option and how it meets the PCT requirements outlined in Section 2.

9.2. Section 2 identified three key elements of the rationale for undertaking the option appraisal. The paragraphs below illustrate how the preferred option meets those elements;

The need to modernise the financial services to facilitate improved control and decision-making: NHS SBS offer NHS organisations access to state of the art Oracle technology tailored for NHS requirements and needs. Through the joint venture Board, on which the Department of Health are equal partners, and through the extensive NHS user networks, SBS ensure that their service keeps pace with NHS requirements. This is evidenced by the readiness to support PCTs on the provider / commissioning split and in their service offering to Foundation Trusts. Services are contractually defined, as are performance standards and key performance indicators. Around this there are negotiable elements of the contract (for example, debt recovery and reconciliations) where the PCT and NHS SBS can agree the split of responsibilities to suit local needs.

The nature of a genuine shared service means that routine transactional services are outsourced from the PCT freeing up local finance staff to support strategic and operational objectives.

Moving transactional finance services to NHS SBS will produce regular reports with a higher degree of accuracy than at present to facilitate more informed local decision-making. Outsourcing Accounts Payable functions to NHS SBS will address the local staffing difficulties experienced by the payments function with the PCT payments function being provided off site to contractually enforceable standards of quality and performance. The PCT will benefit from reinforced financial control with NHS SBS operating with an agreed authorisation hierarchy based on the PCT scheme of delegation and SFIs which prevents inappropriate authorisations and approvals. From a budget holder perspective, the ability to access budgets on line and to drill down from summaries to individual transactions (pay and non pay) will increase the transparency of financial transactions across the PCT and devolve greater responsibility for budget management to an appropriate level.

To deliver efficiencies and economies of scale from back office functions to facilitate the redirection of resources to frontline patient care: as seen from Section 6 above migrating back office services to NHS SBS offers the PCT to  potentially make a significant saving over current financial costs. NHS SBS offer a contractually guaranteed year on year saving on their service charge of 2%.

The quantum of saving is contingent on the PCT’s approach to migration and the extent to which it embraces genuine organisational change. Preliminary discussion with NHS SBS has focussed on a four to five month migration project to prepare the PCT (the average is two to three months). This will enable the PCT to accurately map current services and to re-engineer business processes to maximise cost reductions. 

NHS SBS have also developed a post go-live support programme (Assure 2), which is designed to assist NHS organisations with re-engineering process and practice to ensure service transformation is achieved.

To ensure that financial systems are fit for purpose and support the delivery of organisational and strategic agendas.  As mentioned above, NHS SBS offer state of the art technology tailored to NHS needs. The service has already worked with a number of their customer PCTs on splitting the commissioner and provider functions and has a lengthy experience of NHS reorganisations including Trust and PCT mergers. Migration to NHS SBS will enable the PCT to put in place appropriate controls over the payments function to improve our Public Sector Payments Policy performance. 

From a wider organisational perspective it presents the PCT with the opportunity to empower budget holders and significantly increase access to financial and transactional information from the desktop PC. This in turn will reduce the volume of paper flow acoss the PCT whilst ensuring that there is greater control through the approval and workflow hierarchy

The objective of NHS SBS is to remove routine back office functions from local responsibility to free up key finance staff to assist at a strategic and organisational level. NHS SBS work closely with both the Department of Health and the NHS to ensure that their services are fit for purpose.

10.       RECOMMENDATION

10.1. It is recommended in this option appraisal that the PCT adopts Option 2 to migrate finance and accounting services to NHS SBS in the 2009/10 financial year.

10.2. It is also recommended that the PCT agrees in principle to the migration of  procurement services to NHS SBS subject to further discussion internally over the pace of change and externally with our two customer PCTs over the current Service Level Agreement (Appendix 4).

10.3. Subject to the agreement of the above, formal negotiation with NHS SBS on the contractual structure and timing of the migration will commence. 
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