



STATEMENT ON INTERNAL CONTROL 2007/08
BRENT TEACHING PRIMARY CARE TRUST
1.
Scope of responsibility

The Board is accountable for internal control. As Accountable Officer, and Chief Executive of this Board, I have responsibility for maintaining a sound system of internal control that supports the achievement of the organisation’s policies, aims and objectives. I also have responsibility for safeguarding the public funds and the organisation’s assets for which I am personally responsible as set out in the Accountable Officer Memorandum.

I have dual accountability both to the Trust Board and, as Accountable Officer, via the Accounting Officer for the NHS in England, to Parliament for stewardship of resources within Brent tPCT.

The Strategic Health Authority is responsible for performance management of Primary Care Trusts via the Commissioning Regime that they have adopted.  This is discharged via regular meetings, data submission and feed back via a formal assessment against the three criteria of governance, finance and performance.  
The process for working with partner organisations includes:

With the local authority: participation in joint committees, regular meetings at chief executive and director level, joint awaydays, joint planning such as the strategic needs assessment, formal agreements on joint funding and the Health Select Committee (Overview and Scrutiny Committee).
With local NHS organisations: regular meetings at chief executive and director level, joint consultations (e.g. on the Brent Birthing Centre) and joint work on performance targets.

With the wider NHS in North West London: agreed joint commissioning plans expressed in Collaborative Commissioning Intentions agreed at the Collaborative Commissioning Group.  

2.
The purpose of the system of internal control

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all risk of failure to achieve policies, aims and objectives; it can therefore only provide reasonable and not absolute assurance of effectiveness.  The system of internal control is based on an ongoing process designed to:

· identify and prioritise the risks to the achievement of the organisation’s policies, aims and objectives, 

· evaluate the likelihood of those risks being realised and the impact should they be realised, and to manage them efficiently, effectively and economically.

The system of internal control was recognised as weak at the start of the year and throughout 2007/08 the PCT has taken considerable steps to make this more robust so that by the end of the financial year there is a suitable system of internal control in place.
3.
Capacity to handle risk

The Board has the ultimate responsibility and leadership for risk management and for agreeing the annual Statement on Internal Control.  The Chief Executive, who as Accountable Officer, on behalf of the Board, is required to sign the annual Statement on Internal Control has operational responsibility for having an effective risk management system in place within the tPCT.  The Trust Board has delegated some of its risk management activities to the Audit Committee which has responsibility for risk management.  Its membership includes both Executive and Non-Executive Directors.  It aims to foster a risk aware culture throughout the Trust covering all activities, both clinical and non-clinical.  In addition the Executive Management Team meet on a weekly basis and once a month the meetings are dedicated to governance matters.  Whilst risk management is the responsibility of all executive directors, two have designated responsibilities. 
The Director of Clinical Leadership and Integrated Governance is responsible for coordinating risk management activities and leading on the overall assessment of the Standards for Better Health across the tPCT.  The Director of Finance and Performance has the delegated responsibility for financial risk management including ensuring effectiveness of the Trust’s financial control systems.
Staff are equipped to manage risk in a variety of ways appropriate to their duties.  General training on managing risks and incidents is provided within the mandatory induction and refresher training for new and existing staff.  The mandatory training also includes Health & Safety and Moving & Handling training.  Other training is provided where required.  Infection control is provided at different levels for clinical and non-clinical staff. 
Guidance on risk management is disseminated through the mandatory training and the risk management policy which is placed on the intranet.  The organisation seeks to learn from good practice through benchmarking and compliance with national standards.
4.
The risk and control framework

The risk management strategy sets out the responsibilities of all levels of management from Board through to individual employee.  The strategy includes a risk assessment tool based on best practice from the Australian/New Zealand Standard (AS/NZS 4360:1999) and National Patient Safety Agency, and gives instruction on how activities are to be incorporated into the risk register and action plans.  The strategy defines the structures for gaining assurance about the management of risk.

Risk management is embedded in the activity of the organisation through the achievement of Standards for Better Health and the Assurance Framework.  Through the Assurance Framework the Board identify the risks to objectives and measures to control risks.
The Assurance Framework (the Framework) provides a structure for focusing the Board’s attention on the main risks to meeting the organisation’s objectives.  The Framework covers all of the organisation’s key objectives, risks to their achievement, internal control systems, review and assurance mechanisms and actions taken by the board to address control and assurance gaps.  The Framework provides evidence to support the Statement on Internal Control by enabling the Board to: 

· debate and map the connections between organisational objectives, risk and the range and effectiveness of existing assurance reporting

· establish the principle of reasonable rather than absolute assurance
· set appropriate policies on internal control

· satisfy itself that the system is functioning effectively

· ensure that the system of internal control is effective in managing risks in a manner approved by the Board

It should be noted that because of changes to senior PCT personnel, the Board did not have an agreed Assurance Framework until November 2007.

The PCT is assured that it is compliant with 30 Standards for Better health as at 31st March 2008, and has been compliant throughout the year with these standards.  The PCT has also declared that it cannot demonstrate compliance throughout the year for 14 standards, or it has insufficient assurance of compliance. Actions plans are in place to demonstrate how compliance will be achieved next year and the PCT has set itself the objective of being fully compliant by the end of 2008/09.
The Auditors’ Local Evaluation assessment is that for 07/08, Brent was below minimum requirements’ in respect of financial management, internal control and value for money.
During the course of this year a new Board has come into place.  A new chair commenced in March 2007 followed by the appointment of a new team of NEDs.  A permanent chief executive was appointed in October 2007, following twenty-one months when interims were in post. A new director team was appointed to thereafter with permanent staff now in post, other than the Director of Public Health and Director of Provider Services and Estates.  The part time Medical Director post is vacant and being recruited to.
During the year, the PCT commissioned an external review of governance which led to the Board’s committee structure being revised.
Public stakeholders are involved in managing risks which impact on them through the joint working arrangements described earlier.

As an employer with staff entitled to membership of the NHS Pension scheme, control measures are in place to ensure all employer obligations contained within the Scheme regulations are complied with.  This includes ensuring that deductions from salary, employer’s contributions and payments in to the Scheme are in accordance with the Scheme rules, and that member Pension Scheme records are accurately updated in accordance with the timescales detailed in the Regulations
5.
Review of effectiveness

As Accountable Officer, I have responsibility for reviewing the effectiveness of the system of internal control. My review is informed in a number of ways. The head of internal audit provides me with an opinion on the overall arrangements for gaining assurance through the Assurance Framework and on the controls reviewed as part of the internal audit work. Executive managers within the organisation who have responsibility for the development and maintenance of the system of internal control provide me with assurance. The Assurance Framework itself provides me with evidence that the effectiveness of controls that manage the risks to the organisation achieving its principal objectives have been reviewed. My review is also informed by external independent reviews including the Head of Internal Audit’s opinion based on audits throughout the year, the work of external auditors, core standards self assessment declaration, and internal management reviews during the year.
In March 2008 the results of the SHA commissioned Taylor Inquiry into the finance and governance failings of the PCT were published.  This was a comprehensive report which detailed the causes of the PCT’s breach of financial and governance responsibilities in previous years.  The report made a number of recommendations into how governance at the PCT could be improved.  The report and its recommendations along with the PCT’s action plan have been accepted by the SHA and by the PCT Board and are being implemented.  Until the action plan is fully implemented the PCT will remain red in the governance section of the SHA’s commissioning regime.
In 2007/08 the PCT was in a turnaround situation in order to address the £25m deficit incurred in 2006/07.  The PCT is due to end the year having achieved its statutory financial duties.

The PCT had mixed performance results during the year.  The 18 week target from referral to treatment was achieved, but the targets on A&E waiting times and smoking cessation were not.  Despite a significant fall in HCAIs, the trajectory for the year was not met.

I have been advised on the implications of the result of my review of the effectiveness of the system of internal control by the Board and Audit Committee.  A plan to address weaknesses and ensure continuous improvement of the system is in place.

The Head of Internal Audit opinion for the year was that only limited assurance could be given as weakness in the design, and/or inconsistent application of controls, put the achievement of the organisation’s objectives at risk in a number of areas reviewed.
Based on the work performed on the Board Assurance Framework during 2007/08, the Internal audit opinion is as follows:

Whilst an Assurance Framework is in place there has been no update to this during 2007/08 and it is our opinion that this does not provide a suitable form of assurance to the Board the Organisation is managing the risks to the achievement of its core objectives.  Some partially compensating controls have been in place during the financial year and these are listed below:

· Strengthening of the management capacity with the tPCT following re structuring.

· Updating Risk Management Strategy and re establishing of Risk Management group as from March 2008.

· Setting up of EMT Finance Group where performance against all Directorates is monitored and an action plan agreed where slippages are identified.

· Vast improvement on reporting to the Board which is now both transparent and is linked to related agreed corporate objectives which facilitate performance monitoring.

· Plan to move towards Integrated Governance

However, these can only provide partial compensation for the absence of an overall mechanism to give assurance to the Board regarding the controls in place to meet the Organisation’s objectives.

In addition internal audit expressed limited assurance opinions for all of the areas audited during the year.  Whilst significant improvement has taken place in implementing audit recommendations, in some cases limited assurance reports reflect the fact that recommendations were not implemented at the beginning of the year.
The maintenance and review of the effectiveness of the system of internal control is an ongoing process fed by the review of effectiveness by internal groups and external independent reviews.  The groups below have the following roles: 

· the Board – responsible, collectively, for the Trust’s system of internal control and management.

· the Audit Committee - reviews the establishment and maintenance of an effective system of internal control and risk management.
· the Remuneration Committee – reviews remuneration issues, including ensuring appropriate legal and HR frameworks are followed.
· the Governance EMT - co-ordinates risk management processes within the tPCT and is responsible for discharging the tPCT ’s statutory responsibility for the quality of clinical services.  

· Executive Directors – accountable for the effective management of risk within their area of responsibility, including assurance that appropriate controls are in place and that Standards for Better Health are being monitored.

· Internal Audit - reviews the PCT's progress with the Assurance Framework, Risk Management, control and review processes to support the Statement of Internal Control (SIC)

· The Assurance Framework and declaration on performance with the Standards for Better Health standards based on self assessments by staff in the Trust 
Signed on behalf of the Board on Date

Chief Executive Officer

