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TERMS OF REFERENCE AND CONTEXT
1.  I was provided with the following Terms of Reference by NHS London in respect of this Follow-up review, which was carried out in November 2008:
    “ Introduction
Following a series of financial and governance failings, NHS London commissioned an independent review into the corporate governance and financial management arrangements at Brent PCT. This was carried out in July and August of 2007. The final report was presented to the SHA Board in February 2008 and to the PCT Board in March 2008.   

The report made a number of recommendations and observations and the PCT has responded to the report in a positive manner (17 March 2008). A report to the PCT’s July Board gave an update on progress against these recommendations. It was agreed that the SHA would commission an update on progress to supplement the findings of the original report.

The findings of the review will be submitted to NHS London’s Board and the PCT for consideration, being used to assess the need for a possible Board to Board meeting. If the PCT is making good and sustainable progress then this may not be necessary – the aim will be to sign off on the report and draw the matter to a close.

Purpose

The overall aim of the review is to assist the PCT in continuing to make progress and to identify further opportunities for improvement. 

This would include a follow up on the progress made by the PCT in addressing the issues raised in the February 2008 report. It would also include an assessment of whether the actions taken thus far are sufficient and effective.

· Follow up the recommendations from the February review with the PCT and other organisation and other relevant parties. Comment on progress made to date.

· Provide an assessment of the implementation of the PCT action plan, reviewing the actions identified to meet the recommendations and ensure they adequately address the issues raised.

· Confirm specifically that the scrutiny offered by the Board and Audit Committee is now of the standard required as outlined in the report by viewing documentary evidence and speaking with PCT personnel, as well as by interview with internal and external audit.

· Interview/discussion with key stakeholders outside of the PCT to verify perceptions of improvement and performance, in relation to the matters raised in the report.”
2.  In carrying out the Review, I spoke with 28 personnel from the PCT and other organisations. As with my original report, this oral evidence was provided by persons from different professions and levels of seniority. Appendix 1 refers. I also read a wide range of documentary evidence, including PCT formal Reports and Minutes, Internal and External Audit Reports, reports prepared by external advisors to the PCT together with more general correspondence.
3.  I can confirm that the PCT co-operated fully in assisting the progression of the Follow-up review.
EXECUTIVE SUMMARY
4.  When the original Review was undertaken in 2007, the new PCT Chair (Ms M Saunders) had initiated improvements in respect of corporate governance, financial management and liaison with the PCT’s key stakeholders in order to redress the serious failures of previous years. I can confirm that these improvements have continued and that the PCT is led, at both Executive and Non-Executive level, by an experienced and highly motivated team.

5.  My detailed investigation in 2007 covered many subject areas and resulted in 50 Recommendations. I can confirm that the PCT Board has been assiduous in addressing the Recommendations. Almost all have been met in full. Similarly, Recommendations made by the PCT’s new Internal and External Auditors have been addressed methodically and effectively. 
6.  My original Report concluded that a schism existed between the PCT and its Primary Care partners. I can confirm that a great deal of progress has been made in this field. The previous criticism of the PCT, in this area of its responsibilities, that it was arrogant and isolated, has been replaced by a view that it is both collaborative and effective.  
7.  Many PCT personnel acknowledged that room for improvement existed in relation to internal Staff relationships and in some external partnerships. This is a consequence of the historic legacy and the impact of new challenges. Additionally, the PCT Board will need to be particularly effective in addressing sensitivities, among its own personnel and certain external partners, about its forecast 2008/09 budgetary surplus and the need for further internal restructuring.    
8.  The original investigation concluded that the PCT Board, prior to 2007, was responsible for serious failings of corporate governance and very poor oversight of the PCT’s finances. Moreover, certain individuals were in breach of NHS codes of conduct and accountability. I can confirm that I do not hold any concerns about the working arrangements of the current PCT Board. In particular, I am satisfied that effective protocols exist to ensure that Executive members are held to account for their actions.
THE RESPONSE BY THE PCT TO THE ORIGINAL RECOMMENDATIONS
9.  The PCT constructed a comprehensive Action Plan in response to the findings and the 50 Recommendations in the original report. The Action Plan has been regularly updated and progress has been internally monitored by the PCT Board, Executive Management Team (EMT) and the PCT Audit Committee.
10.  In this section, I provide comment on the progress made against each group of Recommendations within the original Report.
-------------------------

NHS Codes of Conduct and Accountability - Original Report pages 3 – 4:
11.  The PCT Director of Human Resources confirmed to me that the PCT is compliant with the requirement to incorporate, within new Contracts of Employment, acceptance of the provisions within the DH “Code of Conduct for NHS Managers.” Whilst this has been implemented for substantive senior managers it has not been implemented in respect of senior interim appointees – I have been advised that corrective action is currently being taken. I was told that corrective action was also taken, following publication of my main Report, in respect of certain long-serving PCT personnel, whose original Contracts of Employment did not contain reference to this national Code.
12.  I was further advised that all Executive and Non-Executive Board level appointees were reminded of the provisions of the “Code of Accountability for NHS Boards” in September 2008.
13.  I am satisfied, once the corrective action is completed in respect of senior interim appointees, that the PCT is no longer in contravention of its own Standing Orders and the Secretary of State’s Direction in relation to these matters.

----------------------------

Financial Management within the PCT – Overarching Issues – Original Report pages 26 – 48:     
14.  In addition to progress being internally monitored, the original report has also been used as a reference point by the PCT’s Auditors as part of their 2008/09 Audit programmes. Specifically, the PCT’s External Auditor (Audit Commission) has monitored 19 of my original Recommendations relating to Financial Management, Internal Control processes plus the effectiveness of internal and external communications. 
15.  In August 2008, the External Auditor rated the PCT as “Green” for progress against 18 of these Recommendations, with one rated at “Amber” level.

Financial Awareness and Planning:
16.  The PCT has taken wide-ranging steps to ensure that, at both Board level and the most senior levels of management, awareness now exists about strategic and operational financial matters. This has included the creation of a Finance and Investment Strategy Group chaired by a NED. Charged, inter alia with analysing current financial performance, reconciling investment priorities to resources, monitoring the Annual Operating Plan and evaluating the Medium Term Financial Strategy, this Group is fulfilling a key role.  

17.  Moreover, such mechanisms have ensured that finance is no longer operating in a separate managerial compartment or partial vacuum, which until 2007, was a most serious failing.
18.  I was also assured that having such a group has not fettered debate and challenge by NEDs at formal public meetings of the full PCT Board.

19.  Finally, it was healthy to hear that the Group has a self-development plan so that, for example, it moves into the area of objective service evaluation, including priorities for disinvestment.

Sound Financial Practice – Budgets and Internal Reporting:
20.  The PCT’s financial functions are now led by a most experienced Director of Finance and Performance, (Mr J Wise) who took up his post in January 2008. He has taken forward and widened the improvements initiated by the first Interim Director of Finance, (Ms A Anderson) who was responsible for initially dealing with many issues of financial mismanagement that became known in 2006/07.

21.  My original Report identified many basic financial management practices and safeguards that had been slipshod, or missing, until late 2006. As shown in the aforementioned August 2008 monitoring report by the External Auditor, these areas have been greatly improved. The improvements, which were confirmed to me by persons I met during this exercise, included:

· effective budget setting and monitoring; 

· reinforcement of the Management Accountancy resource;

· routine Budget Reports which are reliable and timely;

· holding Budget Holders to account.
22.  Two key Recommendations in my original Report concerned the need for a link between the Finance and Performance Reports considered by the PCT Board, together with the maintenance of improvements in the clarity and content of Finance Reports. The creation of an Executive Director post for both Finance and Performance has achieved this. 

23.  I read the new Finance and Performance Reports and heard views from senior recipients. It is clear that the PCT Board now receives a combined Finance and Performance Report that is comprehensive and provides an accurate picture of the current position. Importantly, and in contrast to previous historic practice, it contains firm forecasts about year-end out-turns.

24.  My only concern is that the Report is so comprehensive that it is a challenge to gain a feel for the Key Messages. The Director of Finance and Performance has also identified this point and is taking steps to produce a crisp Finance and Performance Executive Summary at the front of each report.

25.  My original Report stated that, prior to 2007, the PCT Board accepted Finance Reports that were opaque, amateurish and bereft of key components. I can confirm that this most serious weakness has been well and truly removed.

--------------------------------

26.  In conclusion, based on what I have read and was told, I concur with the view of the PCT’s External Auditor 
  that effective action has been taken in respect of the 14 Recommendations emanating from this part of my 2007 investigation Report.
--------------------------------
Financial Management within the PCT – Specific Issues – Original Report – pages 49 – 70: 
27.  Nine Recommendations, two of which have been specifically monitored by the PCT’s External Auditor, were provided in relation to this chapter of my original Report.

28.  This part of the original investigation drilled-down into the appropriateness of some technical financial practices, from 2003 to late 2006, and concluded that many were wholly inadequate and some were inappropriate.

29.  As part of this Follow-up, I spoke with a selection of Finance personnel together with the PCT’s Auditors, about these matters.

Technical Financial Processes:
30.  It was clear that my original concerns over historic practices in relation to such matters as accounting treatments, appropriate level of accruals, contingent liabilities and the systems associated with creditors and debtors resulted in a full overhaul and cleaning-up exercise. Appropriate systems and practices are now in place.

31.  A distasteful part of my original investigation concerned the pressure felt by more junior PCT Finance personnel, until late 2006, to follow certain practices that they felt were professionally incorrect.
 This related to, for example, late adjustment of financial journals after closure and the writing-off of certain balances. The personnel, with whom I spoke, confirmed such matters no longer existed. The Director of Finance and Performance also provided assurance to me that appropriate procedural protocols were in place. (Certain of these matters have also been subject to Audit scrutiny and are discussed below.)

Capacity and Skills within the PCT’s Finance and Performance Directorate: 
32.  Whilst the Finance personnel with whom I met, were content with the professional protocols, they did raise two specific concerns; a) regarding the capacity and skill levels within the Finance and Performance Directorate, and b) the continuing reliance on interim staff. They were concerned about the risk to the continuity of good practice, through high turnover of staff. Furthermore, that a considerable amount of time had to be expended in getting certain interim appointees “up to speed” in relation to internal procedures.

33.  Again, this issue was acknowledged by the Director of Finance and Performance who told me of various recruitment, retention and training initiatives to ameliorate the problem. If this is an issue affecting other NHS organisations in W London, some consideration (if it has not already) might be given to sharing very specific skills and rotation of such personnel between organisations, the aim being to offer job enrichment. Another option would be to suggest a rotation scheme involving a non-NHS range of public sector employers.   

External Financial Reporting:

34.  A specific problem identified in the original investigation concerned a marked lack of awareness among PCT Board Members, until late 2006, about:

· the importance of accurate external Financial Reporting i.e. the FIMS process.

· the organisation’s Chief Executive and Chair being aware of the headline figures and messages submitted. 
· the need for the FIMS returns to have a strong correlation with the financial information provided to the PCT Board. 
35.  Based on what I read, plus the responses to my questions on this matter, it is clear that appropriate practice is now well embedded.

NHS London personnel, with whom I met, confirmed that the quality and timeliness of financial information submitted by the PCT was good.

--------------------------

36.  In conclusion, I can confirm that practical and effective action has been put into place in respect of the nine Recommendations emanating from this section of my original Report. The main risk to sustaining the considerable progress achieved, relates to the possible inability of the PCT attracting and retaining skilled Finance and Performance personnel, especially middle-ranking grades.
------------------------------
Executive Management within the PCT – Overarching Issues – Original Report pages 71 – 84:
37.  My original Report addressed three areas: Management Culture, Internal Communications and External Oversight:
Management Culture:

38.  The PCT has achieved significant progress in ensuring that Executive Directorates are “batting on the same wicket” and are talking to each other. I recognise these are fundamental requirements yet, prior to 2007, they did not exist. 
39.  From what I read and told, clarity now exists between Directorates about the priorities of the PCT and the approach to be adopted in meeting them. My original Recommendations requested that: “cohesive working…become the hallmark standard.” I consider this has now become emblematic of the PCT. (There does remain some challenges in respect of employee relations which I address later.) 

40.  Crucially, compared to the historic practice of decisions being taken behind closed-doors and by a favoured few Directors, I was told that openness and transparency in decision-making was now the norm. 

Communications with the workforce and Primary Care:
41.  I was informed, by a variety of PCT personnel that both formal and informal communication arrangements were in existence throughout the PCT. Moreover, that all Directors were required by the CE (Mr M Easton) to hold Directorate briefings following EMT and Board meetings. 
42.  I did receive some expressions of concern that internal communications to the most junior PCT personnel could be rather hit-and-miss and that some interim personnel did not feel the need to participate. 
43.  On the whole, however, I believe the PCT has taken positive strides in trying to communicate on a regular basis, via a variety of methods, with both HQ based personnel, field based personnel and its independent contractors throughout Primary Care. 
44.  The progress in the two areas discussed above, is evidenced by:

· regular oral and intranet based Team Briefings undertaken by the CE;
· clear, focused and experienced Executive leadership;
· Executive Management meetings which decide and follow-up action;
· Internal and external Challenge Groups;

· Working Groups and Sub-Committees are established with clear Terms of Reference and required to report progress upwards;
· all Directorates are now positively engaged with progressing new agendas e.g. World Class Commissioning, and with the impacts of transformational policies e.g. Practice Based Commissioning.

45.  As a sign of maturity, it was healthy to receive comments from various non-Director level PCT personnel about their desire to avoid a “boom and bust” financial scenario. In other words, these personnel, who had lived through the stringent times of the Turnaround programme, did not want the foot taken off the financial brakes too quickly in respect of new developments. 
46.  Almost all these personnel said that the PCT must also avoid a return to its former position of being good at innovation, yet poor on delivery and evaluation. 
External Oversight:

47.  NHS London personnel confirmed to me that confidence now existed about the calibre of the senior Executive leadership within the PCT. Furthermore, that whilst the financial focus of the PCT Board was now strong, it was also recognised as a Board that sought to achieve best practice across all areas of its responsibility.
48.  An emerging challenge raised by NHS London and LB Brent personnel was in relation to the 2008/09 forecast surplus of c.£11.5m. Some concern was expressed about the achievement of an operating surplus within two years of; a) having reported a deficit of c.£25m in 2006/07, b) repaying the deficit in full, c) requiring such a deep-cutting Turnaround programme, d) having a stable Cash liquidity position and, e) after taking account of run-rate factors and 2009/10 growth having, possibly, a very healthy underlying position of c.£15 - £20m for investments. The concern centred on the fact that LB Brent and NW London Hospitals Trust were facing challenging financial positions with core standards and performance targets being put at risk.
49.  Some senior PCT personnel were also concerned that they would be criticised, by other NHS partners, for being in a position to contribute significantly to reducing the London wide NHS debt so soon after the controversial Turnaround programme. 

50.  This concern was tempered by a number of PCT Board Members, who stated that it was a sound approach to attempt a levering-up of standards and a levering-down of debt for the benefit of London’s NHS as a whole.
51.  I recognise that this is an over-simplification of a complex subject and I raise it merely to flag-up the need, in my view, for the PCT and NHS London to construct a mutually agreed narrative on this matter. At the end of the day, the PCT was rightly required to adopt a Turnaround programme, given the serious and longstanding internal control issues that only emerged in 2006/07, and however painful the process Turnaround did secure savings, which have allowed debts to be repaid and the PCT to live within its means.
52.  In conclusion, I can confirm that effective action has been taken in respect of the findings from this section of my original Report. 
53.  The PCT recognises that in the field of communications with its personnel the action must be flexible, multi-faceted and sustained, especially as it re-orientates itself to meet the new organisational challenges of World Class Commissioning.

Wider Issues that need to be addressed – Original Report pages 85 – 98:
54.  This section of the original investigation contained some of the most controversial findings and resulted in 13 Recommendations. At the outset, it is heartening to be able to report that considerable progress has been made in many areas.
Human Resources:

55.  Investment in a modern HR resource was a key priority from my 2007 investigation and the PCT has appointed an experienced HR Director. It has also overhauled most of its basic employment practices, which are now founded on Employment Law and sound HR procedures. 

56.  It is also clear that the HR service is geared to facilitating the Provider/Commissioning separation exercise and the PCT has utilised external expertise (Partnerships UK) in the development of training programmes for Provider side personnel. 
57.  Having spoken with local Trades Union leaders and Staff Representatives I can report they consider consultation is much improved. They felt that the consultation exercise about the Provider side initiatives was thorough, although some concerns were expressed about the evolution of the Shared Services initiative.
58.  In particular, I was advised that longstanding issues over perceived favouritism in relation to grades in respect of former Parkside NHS Trust personnel have been effectively dealt with.
59.  The main areas of concern expressed by various PCT and Trades Union personnel were:

· some EDs should become more visible outside their Directorates;

· the favourable remunerative terms, received by non-Director level interim appointees, carrying out work previously performed by NHS personnel who had been made redundant as part of the Turnaround programme; 

· criticism, that having come to undertake specific tasks, certain interim appointees tended to concentrate on supervision rather than hands-on work; this resulted in established PCT staff having to assume extra work;
· delays to addressing grievances in certain Directorates;

· tokenistic consultation on certain internal change proposals and staff feedback being ignored.

60.  The accuracy of these perceptions is not the point - they exist. Efforts are required by the EMT to ground them, especially at a time of fundamental internal restructuring. 

61.  I would venture to suggest that a sympathetic approach is necessary. This is because sensitivities are bound to be high as Brent PCT personnel have been subject to three major internal reorganisations in three successive years. Namely, the ill-fated 2005/06 exercise initiated by the former substantive CE (Dr L Llewellyn), the 2007/08 exercise initiated by a former interim CE (Mr I Wilson) and the current 2008/09 exercise, in response to World Class Commissioning. In these circumstances, it would be surprising if long-serving personnel were not being affected by “Reorganisation Fatigue.”
Strategic Planning:

62.  The demands of the financial Turnaround programme militated against much investment in strategic service planning and a workforce OD Plan. However, in response to World Class Commissioning, the PCT has committed itself strongly to these requirements. Although outside my remit, I have read the Draft Strategic Plan and the Draft OD Plan. NHS London will compare the quality of these documents with those prepared by its other constituent PCTs. From my, albeit quick reading, they do appear to be comprehensive, based on clear principles, underpinned by shared values, based around qualitative and quantitative outcome measures and cognisant of the unique challenges facing the ethnically diverse and deprived population of LB Brent. 
63.  This is a positive move forward from the ad hoc and unsustainable service development approach in the years prior to 2007.
Relationships and partnership working - Primary Care:

64.  I was told by GP representatives and Practice Managers that the historic problems of arrogance and insularity of the PCT have been confronted  head-on and addressed. This has resulted in a much more collaborative approach, with Brent Primary Care interests feeling respected and involved with the PCT across a range of issues.

65.  This is evidenced by:

· a rejuvenated PEC;

· clarity about the role and responsibility of the co-PEC Chairs and the new PCT Medical Director;

· responsive investment to improve clinical safety and service quality concerns in Community facilities e.g. additional clinical staff at Willesden Hospital and the augmentation of Sure Start services for Children; 

· visibility of PCT Board Members in Primary and Community Care facilities;

· commitment of the CE and other EDs to attend Primary Care development and communication events e.g. Practice Managers Forum;

· involvement of PEC members in SLA preliminary discussions and negotiations;
· development of Practice Based Commissioning and a belief that the PCT is now supportive to the policy;

· investment by the PCT to allow GPs time-out to participate in, for example, the PBC Executive;

· correspondence from Practices to the PCT being acknowledged and acted upon rather than ignored;

· improved business support to Primary Care.

66.  A main area of concern was in relation to Community Nursing services, where, I was told, continuity and leadership remained weak. This service is currently under review and there exists a desire across Primary Care for the review to be expeditious and result in practical improvements. 

67.  Other areas of concern included the need for more stability in middle-ranking HQ posts holding responsibilities for Primary Care and an early conclusion to the reform of the Provider Services arm.
68.  Taken as a whole however, I have no hesitation in reporting that the progress achieved in this pivotal area by the PCT has, in my view, been quite remarkable. My original Report stated that improving the relationships with Primary Care represented a formidable challenge. I believe the challenge has been surmounted, my Recommendations met - and in some cases surpassed.

Relationships and partnership working – LB Brent:
69.  At the time of the 2007 investigation, relationships and partnership working at Elected Member, Overview and Scrutiny and senior Executive level had suffered badly due to the impact of the Turnaround programme. Unilateral service cuts were felt to have been imposed by the PCT with no cognisance taken of the long-term damage.

70.  I can report that considerable improvement has occurred at two of these levels and that the PCT has advanced the Recommendations that were made in this section of the original Report.

71. I was told by the Councillor Chair of the Local Health Select Committee (LB Brent title for Overview and Scrutiny), the LB Brent CE and the Director of Housing and Community Care, that since the appointment of Mr Easton as PCT CE, professional relationships had been transformed for the better and that trust had begun to grow. 
72.  There was relief that a substantive PCT CE and substantive Director of Finance had been appointed, as it was felt that successive interim appointees at this level had concentrated on short-term issues at the expense of all else.  
73.  PCT Directors also stated to me that it was a priority for them to develop partnership working, because the unique socio-economic factors of Brent demanded nothing less. 
74.  This positive situation is evidenced by:
· advances in six Patient joint care programmes; 

· regular meetings between PCT and LB Brent Directors;
· commitment to the Partnership agenda e.g. CSP work and Area Networks;
· meaningful and pragmatic stakeholder engagement with the new WCC Strategy;

· improved Health Select Committee process due to input by PCT via informal “Challenge sessions”, the appointment of a designated PCT link officer, plus full and early information;
· involvement of the Borough in senior level PCT appointments e.g. PCT CE and the Joint Director of Public Health and Regeneration.

75.  On the other hand a main challenge remains. This relates to a continuing poor view of the PCT by Elected Members who feel that the Turnaround programme was overly punitive and imposed with little or no consultation. Perhaps, even more importantly, I was advised that a high degree of scepticism exists from:

· ONE - the reversal of certain service cuts e.g. Smoking Cessation Programme, Rehabilitation beds and Interpreter services. The perception being that the Turnaround exercise was deeply flawed;
· TWO - the forecast 2008/09 PCT budgetary surplus - when LB Brent and NW London Hospitals Trust are facing challenging budgetary positions. The perception being that the PCT has merely moved financial pressures to other partners;

· THREE - the possible return of service cuts. The perception being that recent precedent suggests investment today will be quickly followed by restrictions and cuts;

· FOUR - that W London PCTs are not involving wider stakeholders as implement organisational changes. The perception being that partnership working could be compromised.
76.  Again, the accurateness of these perceptions is not the point – they exist and need to be bottomed-out.

77.  At the time of the 2007 investigation, a most controversial matter related to a dispute between the LB Brent and the PCT concerning invoices for Continuing Care, some dating back to 2003/04. Subject to final legal sign-off, I was informed this matter had been resolved at both Executive and local Political level. I was however, further advised that the PCT is contemplating litigation against two other Boroughs, due to similar intractable problems.
78.  There was acknowledgement by PCT officers that much more work was still required in respect of the local Public Engagement agenda. This is particularly challenging in Brent given the very high numbers of religious and cultural groups, the diversity of first languages and areas of deprivation. To be fair to the PCT, despite many other pressures, it has invested in awareness initiatives and other research e.g. Picker Institute surveys.
---------------------------
79.  I can confirm that the PCT has acted with vigour in addressing the relevant Recommendations within my original Report. The work is ongoing and I consider that the PCT recognises that it will be a permanent priority. I hope that the PCT Board will feel able to consider the concerns that I have conveyed above.
-----------------------------
Corporate Governance within the PCT – Original Report pages 99 – 112:
80.  Prior to the 2007 investigation the new PCT Chair had recognised the parlous state of Governance, in all its manifestations save Clinical Governance, within the PCT and initiated a raft of improvements. My Report included 12 Recommendations in this field; many of which were fundamental and wide ranging. 
81.  At the outset, I can report that the PCT has viewed this whole area as a priority and put in place strong systems of Governance and associated risk assurance processes. I also consider that the PCT has some excellent examples of good practice, most notably in the field of audit. I have not revisited the area of Clinical Governance. I was told that standards have been maintained and the issue was not of concern in my original investigation. 
82.  As part of this exercise I spoke with the Chair of the PCT Committee, the Internal Auditor (Bentley Jennison – replacing Parkhill Audit Agency with whom I consulted in 2007) and the External Auditor (Audit Commission – replacing PwC with whom I consulted in 2007.) 
83.  Recognition exists that 2008/09 is a pivotal year in relation financial procedures, financial performance and associated governance. There clearly exists determination within the PCT to improve upon its inadequate ALE scores in 2007/08 in order to secure a better Annual Health Check rating. I was under no illusion that a further “Weak” rating would be wholly unacceptable.
PCT Audit Committee:
84.  I have read the PCT Audit Committee papers and examined Internal and External Audit Reports received by the PCT over the last year.

85.  My original Report mentioned that under the Chairmanship of Mr C Somani the Audit Committee, from early 2007, had been rejuvenated and was tackling a backlog of Audit recommendations along with providing effective challenge to PCT Executives. This situation followed a lengthy period when the Audit Committee had been ineffective in following-up the recommendations from its Auditors. 

86.  From my examination of Audit Committee papers and oral testimony, I am very pleased to be able to report that the progress achieved in 2007 has been sustained and augmented. The Audit Committee has focus and is challenging of both its Executive members and Auditors. It is clearly committed to promoting Integrated Governance and is following good practices e.g. NHS Audit Committee Handbook.

87.  From January 2009, the Audit Committee will adopt Key Performance Indicators to judge the performance of its Auditors. If nothing else, this is a sign of newfound confidence and more seriously, self-awareness of its central role in the Corporate Governance of the PCT. (The External Auditor’s view of the Audit Committee is provided below.)  

88.  I further believe that the Audit Committee has two areas of good practice, which are exemplars of their type. These relate to the Self Assessment Performance Matrix completed at the conclusion of each Audit Committee meeting and the focused Annual Report prepared by the Audit Committee Chair. 
89.  I do believe that the approach and outcomes of the PCT’s current Audit Committee are commendable and worthy of consideration by NHS London in any compendium/checklist of good financial practice that it produces.
The relationship with Auditors:

90.  My original report concluded that prior to 2007 both sets of Auditors had provided good reports yet had been too lenient and tolerant of poor responses by the PCT. I believe this situation has markedly improved.

Internal Audit- 

91.  I was told by the Internal Auditor that the 2008/09 Annual Audit Plan is closely allied to the organisation’s main risks and that the PCT supports the need for additional audit days if concerns require deeper analysis. Equally, the Internal Auditor felt that the PCT had a mature approach to receiving Limited Assurance reports and responded quickly to secure improved performance.
92.  The Internal Audit Reports are clear about findings and expected remedial action. At the time of this exercise, eight Internal Audit Reports had been received for 2008/09. Two were rated at Substantial Assurance, four rated at Adequate Assurance and two rated at Limited Assurance. 
  

93.  My one concern is that a number of 2008/09 planned Audits have been delayed due to the absence of Internal Audit staff. The Internal Auditor has provided assurance to the PCT that the Annual Audit Plan will be met and the Audit Committee has emphasised the importance of meeting the Plan. It is axiomatic that, in this key year for achieving improved ALE scores, the PCT is not marked down by its External Auditor due to superficial Internal Audit Reports being received through a shortage of time or through being carried out by inexperienced Internal Audit personnel. Similarly, the PCT requires time to respond to Audit recommendations.
External Audit-
94.  I have read the External Audit Reports, Annual Audit Letter, Annual Governance Report and other material produced by the External Auditor in relation to 2007/08 and 2008/09.
95.  A most comprehensive and punchy report concerning Financial Management was produced in August 2008. This report provided findings based on fieldwork in Q2 of 2008/09 and consequently, is a useful first indicator as to whether or not the PCT will succeed in attaining greatly improved ALE scores for the current year.
 Although new arrangements and controls are still bedding down, I believe that NHS London should take some comfort from the following statements in this Audit Report, which contrast starkly from practice during the years scrutinised as part of my original investigation:

· “In-year forecasts are prepared monthly and key risks and actions are formally documented…
· The PCT now has clearly established protocols for addressing variances and processing requests for budgetary virement…
· The organisational culture is increasingly focused on supporting financial management at all levels…
· The Board is aware of its financial duties and reporting to the Board is robust and understandable…
· the PCT can demonstrate that it reports performance against national and local targets and follows up on any variances.”
96.  Whilst the 2007/08 overall ALE score of 1, is unacceptable, the recent Annual Audit Letter 
 also states:
· “…it is acknowledged that the PCT has made significant changes in recent months which put it in a strong position to improve these scores in the future…
· In recent audit visits there has been a noticeable improvement in the culture of the PCT when compared to earlier visits. Officers appear better prepared than in previous audits and clearer about the strategic direction.”
97.  There is no scope for complacency, as shown in the October 2008 Final Accounts Report,
 the challenges posed by the introduction of IFRS will test the internal reporting process and the PCT will wish to avoid a repeat of the slightly late and incomplete submission of its Final Accounts and associated statements that occurred in respect of 2007/08. This Audit report also highlighted a range of technical processes that require tightening-up, e.g. the governance of Pooled Budgets with LB Brent, which are a material sum, internal recharge arrangements and the valuation of deferred assets associated with the Willesden PFI.
98.  The PCT Board has received, in respect of 2006/07 and 2007/08, two strongly worded and worrying Annual Governance Reports from its External Auditor. 
 
 It is self evident that the findings in the 2008/09 Annual Governance Report must be greatly improved if the PCT is to avoid the risk of the External Auditor taking more formal action e.g. a possible Public Interest Report. Based on what I have read and told, it is clear that the PCT is taking these matters most seriously and the portents for the 2008/09 Annual Governance Report are at this stage, good.    
99.  The main risk identified by the External Auditor echoed that of other interviewees – the PCT infrastructure was, a) currently over dependent on interim appointees who occupied quite pivotal senior and middle-ranking posts, and b) certain key positions are vacant. It was felt a further challenge was for the PCT to embed good practices throughout the organisational strata.
100.  The views expressed by the External Auditor in relation to the PCT Audit Committee were most positive:
· it had strong effective leadership;

· it was methodical in its approach with sound processes;

· it possessed an effective tracking mechanism to ensure implementation of Audit recommendations and was outcome focused;

· it is aware of the wider Governance agenda;
· it robustly challenges both sets of Auditors and its own personnel.

101.  There does appear a need for the External Auditor and the PCT Audit Committee to reach a mutual agreement about informal advice. The PCT does not feel this is easily forthcoming. Whilst this may have something to do with the problems of the past, I would suggest that both parties consider reaching an accord in relation to an agreed interpretation of the relevant section of the national “Statement of responsibilities of auditors and audited bodies” 

Wider Governance Processes:
102.  From what I have read and told there now exists a good internal understanding of the “risk process escalator” i.e. the linkages between risk awareness, risk management, risk strategies and senior level oversight. In this regard, a particularly sound innovation has been designated meetings of the EMT, which are entirely focused on Governance issues. 

103.  I have seen the recent consolidated Database of Integrated Governance Actions, considered at Governance EMT meetings. This clear and useful document knits together the progress made with recommendations issued in various local and national reports e.g. Standards for Better Health Action Plan, progress with recommendations from external advisors and progress towards Integrated Governance.  
104.  Over the last year, the PCT has commissioned an external expert in Governance (Mr D Hobbs) to promote good practice. Recently Mr Hobbs carried out a review of progress, which was considered by the PCT Board. I have read the reports prepared by Mr Hobbs and they are both comprehensive and challenging to the PCT. His recent review confirms that good progress has been achieved across all the main facets of local NHS Governance.
 I have not duplicated Mr Hobbs’ analyses and evaluations, as I am satisfied that the PCT Board is committed to taking forward his recommendations, to achieve even more assurance. 

105.  The PCT has recently invested in the appointment of an experienced Head of Corporate Affairs and Board Secretary who assumed his duties in October 2008. The appointee will, inter alia, co-ordinate all aspects of Corporate Governance, evaluate existing policies and procedures, take forward procedures associated with a Corporate Calendar for the PCT Board, PEC, EMT plus oversee the work of Risk Management Groups.    

----------------------------------
106.  I can confirm that effective consideration and action has been implemented in respect of the 12 Recommendations flowing from this section of my original report. Overall, given the historic and deep-seated legacy of inadequate practices the progress achieved to date in the areas discussed above has been excellent. Three clear challenges exist, a) sustaining progress, b) maintaining standards, and c) ensuring that the internal control infrastructure has capacity and possesses the requisite skills.
OVERALL OPINION
107.  I am pleased to be able to report to NHS London this Follow-up exercise has resulted in some very positive findings. The PCT has not only accepted and implemented the Recommendations, within my original Report, but has widened some of them to address additional matters it identified following the 2007 investigation. I consider that the PCT is committed in respect of those Recommendations that require ongoing action.
108.  This follow-up Report does identify a number of challenges, e.g. in the area of attracting and retaining personnel and improved Community Nursing. I hope the PCT Board will view my observations, from this very quick exercise, in the constructive spirit they are intended. 
109.  My original investigation also identified a number of serious failures concerning the statutory and collegiate responsibilities of the PCT Board, in the years prior to 2007. Moreover, it regrettably, was forced to conclude that certain individuals had been in breach of various NHS codes of professional behaviour and accountability – (pages 113 – 120 refer.)  
110.  Based on this Follow-up exercise, I have no concerns about the professional behaviour of senior staff at the PCT, or about the corporate working and values of the full PCT Board. 
111.  I further believe that both the Executive and Non-Executive arms of the PCT Board are wholly committed to the promotion of best practice and value for money.
112.  From the findings of this Follow-up, the PCT Board has greatly improved internal controls and Corporate Governance practices. I was also impressed that no PCT personnel, with whom I met, expressed the statement - job done! Indeed, there was both concern and determination that past problems and practices did not reappear. 

113. Embedded good practice > Sustainable outcomes > Managerial continuity. These three phrases encapsulate, in my view, the next stage of the PCTs journey to ensure no repeat of its troubled past.     

114.  I do believe that the PCT should be commended for the progress it has achieved in many areas of management practice over the last year. Despite many challenges, this has clearly been allied with a forceful commitment to advance service standards, for the benefit of the Brent population.
115.  I wish the PCT Board and its employees well.
Michael Taylor

Independent Investigator

November 2008

Appendix 1
Persons assisting the Follow-up Review.
In 2007, as part of the original investigation, 69 persons from a range of organisations, professions and levels of seniority provided me with oral testimony. I was keen to obtain information from a representative sample for this Follow-up Review. The list below includes a number of persons who were not in post in 2007; however, the majority have been involved with Brent over a number of years and assisted me in 2007.
I am very grateful to the 28 individuals listed below who provided me with their view of the current position in Brent PCT:  
Mr C Allen, Director of Human Resources

Dr C Amobi, GP and Co-PEC Chair

Mr G Berridge, NED and Chair of Finance & Investment Strategy Group

Mr M Cheeseman, Director of Adult Services, LB Brent

Mr H Clarke, Head of Corporate Affairs & Board Secretary

Mr G Daniels, Chief Executive, LB Brent

Mr M Easton, Chief Executive

Ms J Farquharson, Deputy Director of Strategic Commissioning
Ms M George, Head of Financial Management (Primary Care)

Ms M Hirst, Chair, Joint Negotiating Consultative Committee

Mr E Jaggers, UNISON Regional Officer

Ms A Jones, Head of Financial Management (Acute & Joint Commissioning)

Ms K Kerby, Practice Manager

Dr E Kong, GP
Councillor C Leaman, Chair, Health Select Committee, LB Brent

Mr J McGowan, Audit Manager, Audit Commission - External Auditor
Mr M McGowan, Head of Financial Management (Corporate)

Mr T Merritt, Internal Auditor, Bentley Jenison 

Ms F Moore, PCT Strategic Finance Manager, NHS London

Ms P Robbins, Interim Deputy Director of Joint Commissioning & Partnerships

Ms T Sawtell, Director of Strategic Commissioning

Ms M Saunders, PCT Chair

Mr C Somani, NED and Chair Audit Committee Chair

Mr T Theron, Financial Controller

Ms J Tonge, Practice Manager

Mr H Virdee, Head of PCT Finance & Performance, NHS London

Ms A White, District Auditor, Audit Commission – External Auditor
Mr J Wise, Director of Finance and Performance

I am also appreciative of the support of Ms S Little and Ms J Campbell – Brent PCT who assembled the documentary evidence and arranged discussions.
Similarly, I am grateful to Ms L Sparks - Audit Commission HQ who attended certain discussions and carried out research. 
� Financial Management Audit – Brent Teaching PCT: Audit Commission – August 2008: Pages 13-15.


� The External Auditor is also monitoring five further Recommendations from other Sections of the 2007 Report.


� Original Investigation Report: pages 63 – 64.


� Brent PCT Annual Report 2007/08 – pages 14 - 21.


� Original investigation report – pages 103 – 110.


� Internal Audit Progress Report: November 2008 – pages 3 – 5: Bentley Jennison.


� Financial Management Audit: August 2008 – pages 4 -5: Audit Commission.


� Annual Audit Letter – Audit 2007/08: September 2008 - pages 4 and 13 - Audit Commission.


� Final Accounts Report 2007/08 – October 2008. Audit Commission.


� 2006/07 Report to those charged with governance (ISA (UK&I) 260 – September 2007: PwC. 


� Annual Governance Report Audit 2007/08 – July 2008: Audit Commission.


� Statement of responsibilities of auditors and audited bodies – Audit Commission – April 2008: paragraphs 50 – 51.


� Brent Teaching PCT – Review of Governance and Assurance – September 2008: David Hobbs.
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