GOVERNANCE:  summary of internal action and update

The process of establishing sound systems of internal control and compliance is central to Brent's recovery as a healthy, sustainable organisation; it is part and parcel of turnaround and essential to the PCT's strategies for achieving our corporate objectives and for improving the health of, and health services for, the people of Brent. 

This paper

(a) 
Identifies what has already been put in place and

(b) 
Identifies the next steps that the Board has in hand to be able to assure itself that the functioning and direction of the PCT are sound.
(c)  notifies the Board of formal intervention under the SHA’s PCT Commissioning Regime (the independent external review into the financial and governance failure).
A. Since November 2006:

1.
Turnaround was established and delivered £12m in the last four months of 2006/07 and is on course to deliver £25m in 2007/08.  Despite the excellent performance of Turnaround, because of the depth of the problem and underlying systems weaknesses the PCT failed to achieve its statutory duty of financial balance. 
2.
The interim Finance Director initiated, on appointment, a review of standing orders and financial delegations to bring them up to date and lawful and they were adopted by the Board in February 2007.  

3.
Ian Wilson, Interim CEO from 1 May 2007, clarified leadership expectations and instituted performance management systems with the executive team.  At the time of writing he is in the process of handing over to permanent CEO Mark Easton, who takes over from 1 October.  The process of creating an executive team of permanent appointees is in hand and virtually all posts will be filled by mid October.  This includes new PEC co Chairs and a new PEC membership.
4.
A full management restructuring of the PCT has been consulted upon and implementation follows the executive appointments.  Key to the effectiveness of the new management structure are clearer and transparent lines of accountability and a new approach to performance management and monitoring.  Director roles have been recast to ensure clarity about the portfolios of responsibility.   The fundamental issue of the culture of the organisation is a priority for the whole organisation, led by the CEO and Board.
5.
Appointed in February 2007, the new Chair reviewed the role of non-executive directors to re-focus it in governance and strategy.   Her appointment was followed in April by those of an experienced Audit Committee Chair and a senior non-executive director, who was elected Vice Chair in July.   Two more NEDs were appointed in July.  Recruitment is in hand for up to two more NEDs this autumn.  Objective-setting and appraisal are being implemented alongside the board assessment programme of NHS London and the Appointments Commission.

6.  
An internal review of governance has included identification of those matters and information that come to the Board, e.g. how risk is escalated.  This has included a review and rationalisation of committee structures and membership, supported by work commissioned from David Hobbs and reported in July 2007.  The new arrangements place the Audit Committee at the heart of integrated governance, supported by a time limited Clinical and Corporate Governance subcommittee whose purpose is to ensure that clinical, performance and financial risk are given sufficient in depth attention by Board members at this stage in the PCT's recovery.  The foci and ways of working of the Audit Committee and Remuneration Committee have been scrutinised and these two key committees are now working in a redefined and effective way.

7.
A further piece of work has been commissioned to produce a committee structure chart, corporate calendar and up to date and appropriate terms of reference for the committees.  This will come to the Board along with the Assurance Framework in November. A Board Secretary role is being defined.
8.
Compliance with Healthcare Commission Standards has received extensive Board attention over the past six months.  We assessed ourselves "red" on governance in March, and a programme of work to rectify that has led to the PCT now being able, in September, to confirm that the action plan for compliance is fully completed/on track to be completed within the promised timescales.  This includes – in accordance with internal audit recommendations – putting in place “a procedure to ensure that output from the Audit Committee and other Assurance Committees is used to update the Assurance Framework and Risk registers, as appropriate”.  
9.
The External Auditors approved the accounts for 2006/07 with no qualifications so that they could be submitted to the Department of Health by the early July deadline.  This is a considerable achievement given the context and challenge.

10.
A PCT budget has been comprehensively devised and allocated to all budget holders who have made written confirmations of their budgets.  The revised budget with the significant savings required incorporated in it is being monitored very carefully on an ongoing basis.

11.
The Audit Committee has had a number of discussions with the Internal and External Auditors about how the Committee and the Internal Controls of the PCT can be improved and these have already started to be implemented.  
12.
Strengthened commissioning arrangements have led to improved Board reporting of activity and performance information against targets, and to more robust monitoring and contracting arrangements.

13.
Continuing Care: In order to comply with national guidance and legal duties and to ensure that continuing care is provided to patients on an appropriately funded and reliable footing, weekly officer meetings have been established with the local authority to consider and resolve the community care issues. Progress has been made in agreeing principles and systems.

B. The next steps in improving PCT sustainability and governance are:

· Develop an Integrated Governance action plan in line with the Integrated Governance Handbook 2006 to include milestones.  This action is included in the Governance Standard for Better Health self assessment in 2006-2007

· Commission Partnership UK to support internal provider services to achieve ‘Fitness for Purpose’ 

· Establish arms length governance arrangements for internal providers

· Review and develop the governance arrangements for Practice Based Commissioning.
· Finalise the Assurance Framework Policy and Assurance Framework for approval at the November Board 

· Hold a Seminar on governance for Board and senior management following the organisation restructure to lead the next stage of the organisation redevelopment.
· Adopt revised Terms of Reference for key committees in the PCT governance structure

· Ensure regular monitoring by EMT and Board of achievement of corporate objectives and alignment with the performance dashboard

· Agree a revised Risk Management Strategy and Policy.
C. Independent External Inquiry: NHS London commissioned an Independent External Inquiry into Financial and Corporate Governance at Brent PCT early in 2007. This means that the PCT is subject to Intervention under the PCT Commissioning Regime.  This Inquiry has been fully supported and jointly commissioned by Brent PCT. The Board will ensure that any issues not already addressed by ourselves, and the inquiry’s recommendations, are taken on board in our ongoing improvement and action plan.  The Board is asked to note the formal position that once the report of the Review is available and considered, the SHA may ask the PCT to propose a recovery plan to NHS London.  The SHA will then notify the PCT what it must do and the PCT must then implement any required recovery plan.
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