Appendix 2


Brent Teaching Primary Care Trust

Review of Governance and Assurance – 2
Work in Progress
Requirements

The outputs from the further work will be as follows:-

· a framework which sets out the broad principles for the way in which the Board reserves decisions and business to itself; [brief summary relating to strategic approach, significant risks and Board responsibilities as set out in SOs/SFIs and scheme of delegation]
· a structure chart which depicts the key relationships of the different elements of the governance structure;  [needs to follow from the terms of reference below and subsequent changes]
· confirmed or proposed terms of reference for Board committees:-

· Audit Committee – already adopted
· Remuneration Committee – revised draft to CA for comment
· Professional Executive Committee – [assume adopted at the July PCT Board meeting]
· Practice-based Commissioning Approvals Committee – [awaiting copy of terms of reference to review]
· Health and Social Care Act Panel – revised draft completed
· Clinical and Corporate Governance Committee – discussion below
· a template for a corporate calendar showing the timing relationship between Committee and Board meetings and key business milestones [completed as draft]
· a draft job description for the role of Board Secretary;  [already completed as draft]
Principles for Board decisions

The powers reserved to the Board are set out in the Scheme of Delegation which accompanies the Standing Orders and Standing Financial Instructions.  The headings under which powers are reserved are:  general enabling provision; regulation and control; appointments/dismissal;  strategy, local delivery plan and budget;  policy determination;  audit;  annual reports and accounts; monitoring.  In addition, the scheme records those responsibilities derived from the codes of conduct and accountability, which includes six key functions for which the Board is held accountable by the Department of Health on behalf of the Secretary of State, as well as the duties that accompany them.
The principles which should guide decisions on issues for Board consideration are as follows:-

· where powers are formally reserved to the Board in the Standing Orders, Standing Financial Instructions and Scheme of Delegation;

· where the strategic direction or policy framework are a key factor;

· where the need for Board leadership is a material factor;

· where significant (red)  risks are identified which threaten the achievement of corporate objectives or compliance with statutory duties.
Governance Committee
The review of governance arrangements at the PCT made a number of recommendations in respect of the existing Clinical and Corporate Governance Committee:-

· risk management is the responsibility of the executive and it is the responsibility of the Audit Committee and the Board to assure itself that appropriate arrangements are in place;

· the Committee should report to the Executive so that only the key issues are considered by the Audit Committee and Board in accordance with the revised risk management strategy;

· similar principles should apply to the Infection Control Committee.

In considering the review, the Board agreed “to establish a Governance (Board) Subcommittee with a core membership of designated executive and non-executive Board members and the Risk Manager, given the high importance of governance and risk management to the PCT’s recovery and the importance of ensuring that a holistic approach is taken to risk.  This committee is to be reviewed after one year.”

It is important to put the Board’s decision in the context of the origins of the requirements for Governance Committee, the evolving national guidance which gave rise to the recommendations above and the issues which have led to the independent investigation of the PCT.  Governing the NHS:  A guide for NHS Boards was published in June 2003 and forms the basis for the Healthcare Standards on governance.  At that time, all NHS bodies concerned with the delivery of services to patients were regarded as needing a Clinical Governance Committee which for PCTs was viewed as a Committee of the PEC.  The task was “wide ranging in scrutinising and reviewing the systems in place within the organisation to ensure, monitor and improve the quality of healthcare provided for or delivered to the patient.”  Reports from the Committee enable the Board to meet its responsibilities for the quality of healthcare provided.  In parallel most organisations were expected to have a Risk Management Committee which in the case of PCTs reported to the Board through the PEC.  In neither case was the membership specified to include a Non-executive Director but usually did so because of the importance of the function.
Since that time, there has been a significant move towards integrated governance with the Audit Committee taking a responsibility for risk assurance (including clinical risk) and the Board taking responsibility for significant risks.  The extended remit of the Audit Committee as proposed nationally and adopted by the PCT includes the following in respect of governance, risk management and internal control:-
The Committee shall review the establishment and maintenance of an effective system of integrated governance, risk management and internal control, across the whole of the tPCT’s activities (both clinical and non-clinical), that supports the achievement of the tPCT’s objectives.

In particular, the Committee will review the adequacy of:

· All risk and control related disclosure statements (in particular the Statement on Internal Control and declarations of compliance with Standards for Better Health), together with any accompanying Head of Internal Audit statement external audit opinion or other appropriate independent assurances, prior to endorsement by the Board..  

· The underlying assurance processes that indicate the degree of the achievement of corporate objectives, the effectiveness of the management of principal risks and the appropriateness of the above disclosure statements.

· The policies for ensuring compliance with relevant regulatory, legal and code of conduct requirements.

· The policies and procedures for all work related to fraud and corruption as set out in Secretary of State Directions and as required by the Counter fraud and Security Management Service. 

In carrying out this work the Committee will primarily utilise the work of Internal Audit, External Audit and other assurance functions, but will not be limited to these audit functions.  It will also seek reports and assurances from directors and managers as appropriate, concentrating on the overarching systems of integrated governance, risk management and internal control, together with indicators of their effectiveness.

This will be evidenced through the committee’s use of an effective Assurance Framework to guide its work and that of the audit and assurance functions that report to it.

The Integrated Governance Handbook of February 2006 from which the above terms of reference are taken envisaged a phased programme of simplification of committee structures.  In respect of clinical governance the committee “may look at a process of succession planning so that its clinical decision remit will become one of an advisory capacity and it will seek to provide the Board with high level clinical dashboards on clinical activity and variance.

The challenge for the Board is to delegate to the Committee sufficiently discrete responsibilities so that they remain distinct from those already incorporated into the terms of reference of the Audit Committee, allow the PEC to discharge its responsibilities in respect of clinical leadership and ensure that the Board considers key areas of significant risk.
Here are some considerations which might allow the Committee to have a distinct role:-

· having a strategic overview on the arrangements which support the statutory responsibility for quality;

· seeking assurance on governance arrangements through a systematic review programme at a (slightly) more detailed level than the Audit Committee;

· maintaining an overview of those risks that are not identified as high, so that there is some assurance that they are still being managed appropriately;

· oversight of the implementation of emerging national guidance and action plans/recommendations arising from independent investigations and reviews;
· minimising the amount of detail it receives, so that the Management Team and PEC appropriately discharge their responsibilities;

· ensuring that there is minimum overlap in NED membership between the two committees, so that the Audit Committee can seek appropriate assurance.
In order that the Committee’s responsibilities are seen in context, it is important that the Board is clear about those elements it reserves to itself.  The SOs/SFIs and Scheme of Delegation already highlight those functions which are reserved to the Board.  However, the Board has yet to agree those issues in respect of handling risk, although the existing Risk Management Strategy does offer a basis on which this could be achieved.  The definitions of impact and likelihood are such that the Board may consider that if appropriately applied any risk relating to its principal objectives achieving a [red] rating would warrant consideration by the Board. 
The duties of the committee might be categorised as follows:-
· agree priorities for clinical and corporate governance within the framework set by the Board and Audit Committee;

· review the establishment and maintenance of an effective system to support the organisation’s statutory duty of quality;

· review the adequacy of the underlying assurance processes that indicate the degree of achievement of corporate objectives in relation to the duty of quality;
· [? similar on statutory duty of involvement and engagement]

· review the adequacy of the underlying assurance processes that indicate the degree of the achievement of corporate objectives and the effectiveness of the management of principal risks which are not subject to disclosure statements;

· monitor the implementation of emerging national guidance and action plans/recommendations arising from independent investigations and reviews;
· [given the limited lifespan, it might need specific reference to the independent investigation currently being undertaken]

As proposed, the duties relate to seeking an assurance and oversight that they relevant arrangements are in place, rather than require the committee to act itself.  The membership might then comprise:-

· 2 (or 3) Non-executive Directors, one of whom will be Chair;  if 2 suggest that at least 1 is not a member of the Audit Committee

· Chief Executive

· Director of Nursing, Quality and Clinical Governance

· Director of Finance (or senior representative)

· Director of Public Health
· 2 PEC members

· [Risk Manager - ? as member or advisor]

The quorum might be 3 which would include one NED, one Executive and one PEC member.  The Chair of the Committee will draw to the attention of the Board [& Audit Committee] any issues which require disclosure to the full Board.
Template for corporate calendar
In setting a template for a corporate calendar, the relationship between key committees and Board meetings is such that committee meetings must be held at a time to allow matters to be brought to the Board’s attention in a timely manner.  This means that committee meetings must be held sufficiently in advance of the Board meeting for a written report to be distributed with the Board agenda papers in advance of the meeting in accordance with the requirements of Standing Orders.
The NHS Audit Committee Handbook has (in appendix C) an example agenda timetable which should form the basis for the programme of the year for the Audit Committee;  some of the most important items (for example Annual Accounts, Statement of Internal Control, Annual Audit Committee report, Assurance Framework) will then appear on the subsequent Board agenda.  The Handbook also states “there is a case, given the Committee’s wider remit and the retention of a more focused financial scrutiny role, for this [the frequency of meetings] to increase to 5 or 6 times a year” and this should be a matter of discussion between the Committee and the Board.
It would be good practice for a similar approach to be adopted for other key committees.  For example, the Remuneration Committee would need to meet after the end of the financial year in order to review the performance of the Chief Executive and Executive Directors.
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