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HTA budget 2009/10

Purpose of report 

1. To approve the HTA budget for the 2009/10 financial year.

Introduction  

2. The HTA is required under the Department of Health’s rules to set a balanced budget.  Table 1 below shows the proposed revenue budget for the 2009/10 financial year and reflects the HTA’s resource requirements for achieving both its strategic and statutory objectives. The table compares the resource requirements for the coming year against its approved budget in the current financial year. Table 2 provides data re the level of activity that HTA expects to support. HTA is aiming for a ‘break even’ budget in the coming financial year. 

	Table 1 - HTA Revenue Budget


	Budget
	
	Budget
	Variance

	
	  2009/10

£000k
	
	          2008/09
£000k
	£000k

	Income:
	
	
	
	

	DH Funding
	1,133
	
	918
	215

	Licence Fees
	5,457
	
	3,399
	2,058

	Other Income
	72
	
	93
	(21)

	Total Income
	6,662
	
	4,410
	2,252

	
	
	
	
	

	Expenditure:
	
	
	
	

	Administration Costs
	6,217
	
	4,120
	2,097

	Capital Charges
	455
	
	255
	190

	Total Revenue Expenditure
	6,662
	
	4,375
	2,287

	
	
	
	
	

	Revenue Surplus / (Deficit)
	0
	
	35
	35

	
	
	
	
	

	Headcount (fte)
	67
	
	42
	25


	Table 2 – Estimated 2008/09 Key Activity Data
	

	Activity
	Number

	Solid organ transplantation
	1100

	Bone marrow transplantation
	60

	Licensed sectors
	Number of establishments including satellites

	    -  Post mortem services
	298

	    -  Storage of tissue for research
	236

	    -  Storage of tissue for human application 
	257

	    -  Anatomy
	45

	    -  Public display
	13

	Total number of establishments
	849


Income

3. The HTA derives its income primarily from two sources: grant-in-aid (GIA), (which is used for financing non licence-related administrative running costs) and licence fees.  

4. Table 1 illustrates that HTA’s total income has increased by £2.25m from the 2008/09 budget. The main changes between the years are an increase in GIA of £215k (23%) and an increase in licence fee income of £2.05m (60%).  

5. The increase in DH funding is attributable in part because of an increase in non licensing staff and other administrative costs such as accommodation. 

6. The increase in budgeted fee income arises from the new fee structure presented to the Authority last year and in the paper this morning. The budgeted income target has been adjusted downwards following the fee consultation exercise that ended earlier this month (see paper HTA 08/09). The various income streams have been calculated by taking the number of establishments in each sector and multiplying these by the proposed rate. Members should note that no provision has been made to cover the possibility of a shortfall in fees. 

7. The reduction of £21k in Other Income reflects the HTA’s decision not to include income from the Scottish Assembly in the 2009/10 budget. Negotiations are still in progress on this and, whilst it is hoped there will be a favourable outcome, this is by no means certain.

Expenditure

8. Table 1 shows that the HTA’s total expenditure has increased by £2,287m due to changes in business requirements and its organisational structure. The most significant increases in these costs are: Staff Costs (£1.237m), Staff Related Costs (£209k), Organisational Development (£370k). A more detailed subjective analysis of costs between 2008/09 and 2009/10 is provided in table 3 below.

	Table 3 - HTA Revenue Expenditure
	Budget
	Budget
	Variance

	
	2009/10
£000k
	2008/09
£000k
	£000k

	Expenditure Type
	
	
	

	Staff Costs
	3,664
	2,427
	(1,237)

	Staff Related Costs
	541
	309
	(209)

	Other Administration Costs
	408
	448
	40

	Legal & Professional Fees                       
	155
	83
	(71)

	Consultancy Fees  
	105
	48
	(57)

	Contract Costs
	297
	199
	(98)

	Accommodation & I.T. Costs
	675
	581
	(94)

	Non-cash items
	25
	24
	(1)

	Organisational Development Costs
	346
	0
	(370)

	Capital Charges
	446
	256
	(190)

	Total Revenue Expenditure
	6,662
	4,375
	(2,287)


9. One or two of the changes between the years shown above need a little more explanation. 

Staff Costs & Staff Related Costs  
· These increases are due to the increase in headcount approved by the DH to meet the increased workload.

Other Administrative Costs

· These costs have reduced against last year. The main reason for this reduction is the cessation of Service Level Agreements (SLA’s) with the HFEA which were terminated in the 2008/09 financial year.

Legal & Professional 
· These costs have increased due to expected projects to be undertaken in 2009/10. 

Accommodation & IT

· Cost increase primarily due to rent (c£70k).

Capital Charges

· The HTA has undertaken capital projects during 2008/09 (e.g. IT hardware/software, office relocation). This cost reflects the depreciation associated with these projects and planned developments for 2009/10.
10. Subject to the Authority’s approval of the 2009/10 budget, the detailed individual budget amounts and monthly profiles will be input into the Finance system. The growth in the organisation in the coming months makes this an even more critical exercise than usual as the usefulness of the monthly management information will depend on as accurate projections as possible as to when certain staff will be recruited to minimise budgetary variances arising merely from timing.

Capital Expenditure Budget
11. Table 4 shows the HTA’s 2009/10 capital expenditure budget. The HTA has bid for £1,310m funding for identified capital expenditure projects that support the its strategic objectives, i.e. IT (hardware & software); website development and preparation for a further office move in the spring of 2010. These have stemmed from the increase in HTA’s business activities & the needs of its stakeholders & other third parties.

	Table 4 – HTA Capital Budget 


	Budget
	
	Budget
	Variance

	
	2008/09
£000k
	
	2008/09
£000k
	£000k

	
	
	
	
	

	DH Capital Funding

Capital Expenditure
	1,310

1,310
	
	795
795
	(410)
(410)

	Capital Surplus / (Deficit)
	0
	
	0
	0


Financial risks

12. Table 5 below summaries key strategic risks associated with the budget and identifies mitigating actions & controls that will be undertaken. 
	Table 5 – 2009/10 Financial Risks
	

	Risk
	Mitigating Actions & Controls

	Changes within the sectors could result in the income from licence fees being insufficient to cover expenditure.
	The HTA will monitor income and review regularly and produce latest forecasts of the 2009/10 outturn from early as possible in the financial year.



	Lack of prompt payment by licence fee payers may affect the overall workings of the HTA.
	The HTA will proactively monitor revenues very closely and will use its proven robust debt collection procedures to pursue late payment and minimise non-payment.


	HTA may be required to undertake additional functions not planned or included in its approved budget.
	The HTA will continue its regular meetings with the DH and will work constructively with them should any issues arise.
The HTA’s financial management &  governance arrangements will identify any opportunities that arise during the year to offset budgetary pressures

& achieve value for money.
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