Annual Audit Letter
Brighton and Hove City Primary Care Trust 

Audit 2009/10
The Audit Commission is an independent watchdog,

driving economy, efficiency and effectiveness in local

public services to deliver better outcomes for everyone.

Our work across local government, health, housing,

community safety and fire and rescue services means

that we have a unique perspective. We promote value for

money for taxpayers, auditing the £200 billion spent by

11,000 local public bodies.

As a force for improvement, we work in partnership

to assess local public services and make practical

recommendations for promoting a better quality of life

for local people.
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Key messages
This report summarises the findings from my 2009/10 audit. It includes messages arising from my audit of your financial statements and the work I have undertaken to assess your arrangements to secure value for money in your use of resources.

Audit opinion

1 I issued an unqualified opinion on your financial statements on 
10 June 2010, in advance of the Department of Health deadline.
Financial statements

2 The PCT presented its financial statements for audit two days before the Department of Health deadline. 
3 The accounts contained a number of misstatements. This was in part attributable to 2009/10 being the first year the PCT prepared its financial statements under International Financial Reporting Standards (IFRS). The PCT amended all but two of the misstatements reported. 

Statement on Internal Control

4 The PCT's Statement on Internal Control complied with the specified requirements and was consistent with the findings from my audit.

5 The PCT did not meet the deadline for presenting the Statement on Internal Control for audit in a complete form by 23 April. An incomplete version was presented for audit on this date. This was replaced by a complete statement which was presented for audit on 12 May 2010. 

Value for money
6 My use of resources work highlighted mixed performance in 2009/10. I awarded improved scores over the previous year in the areas of 'Understanding your costs', 'Good governance' and 'Risk management and internal control'. 
7 I assessed 'Use of natural resources' for the first time in 2009/10. The PCT failed to meet the minimum standards in this area as it has not yet adopted a strategic approach for managing and reducing its use of natural resources. As a result, I qualified the PCT's value for money conclusion in this respect. 
8 I issued the qualified value for money conclusion on 10 June 2010.

Local VFM work in 2010/11

9 Recognising that the financial environment in which the Commission and its audited bodies operate has changed significantly in the last two years, from 2010/11 the Commission will introduce new requirements for local VFM audit work. This more focussed audit approach will apply at those bodies where auditors previously were required to give a use of resources or ALE assessment. 

10 The aim is to introduce a more focused approach which auditors will use to meet their statutory responsibilities to provide a VFM conclusion. Auditors will not be required to provide annual scored judgements relating to their local VFM audit work. There will be no key lines of enquiry. Guidance will be issued to auditors in December 2010. Unlike the Use of Resources framework this guidance will not be published for audited bodies. 

11 The Commission will consult on its proposals in September 2010.

World Class Commissioning

12 The national World Class Commissioning (WCC) programme was introduced in 2008/09. It aimed to transform the way the PCT commissions health and care services to deliver ‘better health and wellbeing for all, better care for all and better value for all’.

13 Performance against the national WCC competencies is assessed annually using a 1 to 4 scale. In 2009/10 the PCT improved its average score across all the competencies from 1.7 to 2.1. 
14 The future of the World Class Commissioning programme is uncertain following publication of the government's new vision for the NHS in 
July 2010. 
 Equity and excellence: Liberating the NHS

15 The government recently set out its vision for the NHS in a White Paper entitled ’Equity and excellence: Liberating the NHS’ (July 2010). Achieving this vision will require the NHS to deliver efficiency gains of £15 to 20 billion ’by 2013/14 to reinvest in meeting increasing demand and patient expectations’ (Source: David Nicholson letter 13 July 2010 (gateway ref. 14566). 

16 NHS management costs will reduce by more than 45 per cent and the number of NHS bodies will also reduce. Strategic health authorities are to be abolished in 2010/13; PCTs will be abolished from April 2013 and the legislation that gives NHS trusts their statutory form repealed (probably in 2013). 
17 The government proposes:
· an independent NHS Commissioning Board to set commissioning guidelines and standards;
· GP consortia to commission health services;

· a national public health service; and

· increased roles for Monitor and the Care Quality Commission. 
18 The PCT therefore faces a significant challenge until its abolition in 2013. It will need to play a crucial role in shaping the health economy for the future and manage an orderly transition to the new NHS structure. It will need to ensure minimal disruption to patients and services during the transitional period. It will need to do this in the face of significant and increasing financial pressures. 
19 Much of the detail supporting these proposals is awaited. I will continue to liaise with and support the PCT through the transformation process. 

	Recommendations

	R1 As the Government's new proposals for the NHS become clearer, the PCT should assess the significant risks which may result across the health economy during the transitional phases and update its risk register and operational plans accordingly. 

R2 The PCT should develop plans to respond to the significant risks posed by the need to manage its workforce, and the wider health economy, in a time of significant change and uncertainty.


Financial health
20 The PCT has to deliver a control surplus total of £4.6 million and transformational savings of £9.2 million in 2010/11. It is forecasting delivery of its financial plans but recognises that significant challenges exist. Following publication of the NHS white paper all financial plans are under review. 
21 In 2010, it identified a savings gap of £3.3 million but has put in place plans to achieve this in-year. At the end of June 2010 the PCT is slightly ahead of its savings target and forecasts delivery of its savings plans. The PCT has good performance monitoring arrangements and a historic track record of delivery. It is confident that it will deliver its planned targets in the current economic climate. 

22 Focus on the delivery of both the planned savings targets and the generation of new additional savings is critical if the PCT and its partners are to deliver the agreed financial plans in the current and future years. 
23 I will continue to monitor delivery of the PCT plans as part of my audit responsibilities. 
Payment by Results (PbR) 

24 Coding performance impacts on data quality. Brighton and Sussex University Hospital Trust (BSUHT) is the PCT's main provider trust. For the third year running the coding accuracy at BSUHT is poor compared to other trusts nationally. The high error rate places the Trust in the worst performing 25 per cent of trusts nationally. The PCT monitors progress of the Trust action plan quarterly, but the continuing poor coding accuracy results suggest these arrangements are not effective in securing coding improvement. The PCT should raise the profile of this issue, provide regular update reports to the delivery board or the audit committee, and consider what additional steps it could take to secure more rapid coding improvement. 
25 The Audit Commission Payment by Results coding audits for 2010/11 are targeted at the worst performing NHS bodies. Based on performance over the last three years, a targeted clinical coding audit will be carried out at BSUHT in 2010/11. 
26 The new vision for the NHS places even greater importance on data accuracy and I will continue to liaise with the PCT and Trust to secure improvement. 
	Recommendation

	R3 Progress against the Trust action plan should be reported quarterly to either the delivery board or the audit committee and the PCT should consider what additional steps it could take to secure improvements in coding accuracy. 


Audit fees

27 I have delivered my audit within the fee of £189,500 which I set at the start of the audit. More detail is in Appendix 1.

Independence

28 I confirm the audit has been carried out in line with the Audit Commission’s policies on integrity, objectivity and independence.

Actions

29 The detailed findings, conclusions and recommendations arising have been included in my audit reports issued to the PCT during the year. The PCT's response and progress is summarised in my annual summary of recommendations reported with this letter. 
Financial statements and Statement on Internal Control
The PCT's financial statements and statement on internal control are important means by which the PCT accounts for its stewardship of public funds.

Significant issues arising from the audit

30 The PCT presented its financial statements for audit two days before the Department of Health deadline. 2009/10 is the first year the PCT prepared its financial statements under International Financial Reporting Standards (IFRS). 
31 I reported my audit findings to the Audit Committee on 2 June 2010 in my Annual Governance Report. I noted an increase in the number of misstatements over the prior year, in part attributable to this being the first year of implementing IFRS. 

32 There were no material errors affecting the PCT's primary financial statements. However, there were some material disclosure errors in the notes to the accounts presented for audit.

33 The PCT corrected all the non-trivial misstatements reported except for the following. 
· The PCT's accounting treatment for the independent sector treatment centre (ISTC) did not comply with the required accounting practice (IFRIC 12). Rather than account only for its share of the ISTC in its accounts, the PCT instead included all costs and balances relating to the ISTC. Management considered the amounts involved to be immaterial and declined to amend the accounts to comply with required accounting practice.
· The PCT did not include its share of the pooled budget assets and liabilities in its balance sheet at year-end as required by accounting practice (IAS31). The amounts were not material and management declined to amend the accounts in this respect. The PCT has agreed to review the accounting arrangements in 2010/11 when the pooled budget partnership agreements are updated. 

34 I reported these unadjusted errors to the Audit Committee prior to issuing my opinion. The Audit Committee considered the matters and determined it would not require management to amend the accounts in these respects.

35 The PCT's Statement on Internal Control complied with the requirements specified by the Department of Health and was consistent with the findings from my audit.

36 The PCT did not meet the deadline for presenting the Statement of Internal Control for audit in a complete form by 23 April. An incomplete version was presented for audit on this date. The incomplete statement did not contain details relating to: 
· the principle risks which threaten the achievement of the PCT objectives;

· world class commissioning assurance;

· climate change adoption;

· significant control issues; and 

· declarations regarding equality, diversity and human rights in section 4. 
37 This was replaced by a complete statement which was presented for audit on 12 May 2010.

Material weaknesses in internal control

38 I did not identify any material weaknesses in the internal control environment at the PCT.

Accounting Practice and financial reporting

39 I considered the qualitative aspects of your financial reporting. I made recommendations during the year to improve the arrangements for identifying and disclosing related party transactions within the financial statements. 
Value for money
I have considered how well the PCT is managing and using its resources to deliver value for money and better and sustainable outcomes for local people. 
Use of resources judgements

40 In forming my scored use of resources judgements, I used the method set out in the Audit Commission's Use of Resources guide. Judgements are made for each key line of enquiry (KLOE) using the Audit Commission’s current four point scale from 1 to 4, with 4 being the highest. Level 1 represents a failure to meet the minimum requirements. 

41 Overall my use of resources work highlighted mixed performance in 2009/10. I awarded improved scores over the previous year in the areas of 'Understanding your costs' (KLOE 1.2), 'Good governance' (KLOE 2.3) and 'Risk management and internal control' (KLOE 2.4). These individual scores moved from a '2' to a '3', but did not result in a change in the scores at the overall theme level. 
42 I assessed 'Use of natural resources' (KLOE 3.1) for the first time in 2009/10. The PCT failed to meet the minimum standards in this area and scored a '1'. This was because it has not yet adopted a strategic approach for managing and reducing its use of natural resources. As a result, I qualified the PCT's value for money conclusion in this respect. 

Table 1: Use of Resources theme scores
	Use of resources theme
	2009/10

Scores
	2008/09

scores

	Managing finances
	3
	3

	Governing the business
	2
	2

	Managing resources
	2
	2


Managing finances

43 Robust collaborative arrangements exist to manage the PCT finances and those of the other local NHS bodies in Brighton. The PCT scored a '3' for this theme as it was able to demonstrate the achievement of a number of outcomes in this area. These include the following.
· Meeting its control totals in each year since it was established in 2002 and again in 2009/10. Delivering its control total surplus of £1 million in 2009/10 required the PCT to manage £16.9 million of in-year financial pressures and deliver a £5 million savings target.
· Developing, in partnership with other local NHS providers, 17 Priority Transformation Programmes to deliver improved value for money and identify £30 million savings over the next five years.
· Enabling Brighton and Sussex Universities Hospital Trust to meet its financial and operating responsibilities for the last two years. In 2008/09 the PCT provided £6.3 million of transitional financial support, moving BSUHT and other local trusts on to a sounder financial basis for 2009/10 and future years. 

· Securing the agreement of South Downs NHS Trust and Sussex Partnership Trust to reshape services and release £1.5 million savings to support other local service developments for the people of Brighton.
· Progressing its Strategic Commissioning Plan (SCP) objectives. Smoking cessation drop-ins increased; breast screening capacity increased; five Teen and Adult Personal Advisers were recruited; access to psychological and treatment places doubled; and community based detoxification beds for alcoholics increased. 
· Redirecting 5 per cent of GP referrals to more fitting and cost-effective community alternatives. Brighton Integrated Commissioning Services (BICS) also supports care pathway redesign and is testing community clinics including ENT, minor eye surgery and orthopaedics.
· Strengthening skills and capacity in finance, HR and commissioning and investing in risk management, procurement and engagement. 
· Delivering the accounts under the new international financial reporting standards two days before the NHS deadline.
· Preparing monthly accounts during the year.
44 These achievements were also recognised by the Care Quality Commission who, in assessing the PCTs improvements in financial management and governance, named the PCT as one of the 13 most improved NHS bodies in the country.

Governance

45 Although the scores for two of the four key lines of enquiry within this theme ('Good governance' and 'Risk management and internal control') improved from '2' to '3', this was not sufficient to change the overall theme score. This is because the dominant KLOE in this theme is 'data quality'. The poor performance in coding accuracy within Brighton and Sussex University Hospital Trust (BSUHT) meant the PCT was unable to score higher than a '2' in this KLOE and, therefore, unable to score higher than a '2' in the overall governance theme. The problems regarding coding accuracy are discussed later in this report within the section titled 'Payment by results'.
46 The PCT was able to demonstrate outcomes arising from improvements in its ethical, governance and risk management arrangements in 2009/10. These outcomes included improved fraud awareness among staff and contractors; the delivery of challenging financial targets at the PCT and across the local health economy; and improved staff survey results. 
47 In 2009/10 the PCT strengthened its commissioning skills and capacity and improved its performance against the world class commissioning competencies. However, this improvement has not yet delivered improved patient experience and user satisfaction. Patient satisfaction is mixed across wards and the PCT is developing plans to do more to improve satisfaction among minority groups. 
48 The PCT uses data effectively and this supports effective decision-making. However, the quality of the data it uses is poor. The PCT relies heavily on data from its main acute provider BSUHT, which has performed poorly in clinical coding audits for the last three years. Poor clinical coding impacts on the robustness of underlying data used by the PCT and undermines the effectiveness of decision making. 
49 The PCT monitors progress of the joint coding action plan quarterly, but the continuing poor coding accuracy results suggest these arrangements are not effective in securing coding improvement. The PCT should raise the profile of this issue, provide regular update reports to the delivery board or the audit committee, and consider what additional steps it could take to secure more rapid coding improvement. 

Managing resources

50 The PCT's use of natural resources (KLOE 3.1) was examined for the first time and I assessed the PCT as not meeting minimum standards. The PCT does not have in place a strategic approach for managing and reducing its use of natural resources. As a result, the PCT scored a '1' in this area and I qualified my value for money conclusion in this respect. 
51 The PCT has plans to develop a strategic approach in 2010/11. It has recently appointed a carbon reduction lead at board level and is setting up a sustainability steering group which will be tasked with producing a sustainable development management strategy by October 2010. Limited steps have been taken to introduce ’green initiatives’ and the PCT has signed up to the Department of Health 10:10 Initiative to reduce energy use by a target of 10 per cent in 2010. However, given the slow progress to date in establishing a strategic approach to reducing its use of natural resources, there remains a significant risk the PCT will not meet this target in 2010.

52 In 2009/10 the PCT made progress in a number of key areas affecting its workforce. The positive effects of this progress were highlighted by good staff survey results. The PCT strengthened its workforce planning arrangements, both within the organisation and across the local health economy. It has a detailed Organisation Development plan which is updated annually and sets out the PCT's workforce requirements for the future. 
53 A key target for 2009/10 was the reduction in agency and consulting costs and staff sickness levels. However, the PCT did not deliver the planned reductions in these areas. This meant the PCT was unable to score more than a '2' in this area.
	Recommendation

	R4 The PCT should identify and address the factors which prevented it from improving sickness absence rates and reducing agency and other associated costs in the year.


VFM conclusion

54 I assess your arrangements to secure economy, efficiency and effectiveness in your use of resources against criteria specified by the Audit Commission. I reported my proposed VFM conclusion to those charged with governance in my annual governance report on 2 June 2010. 
55 For 2009/10 I issued a qualified value for money conclusion. The PCT has made proper arrangements to secure economy, efficiency and effectiveness in its use of resources for the year ending 31 March 2010, except for its use of natural resources. Although the PCT has plans to develop a strategic approach for managing and reducing its use of natural resources during 2010/11, such an approach was not in place during 2009/10. 
Local VFM work in 2010/11

56 Recognising that the financial environment in which the Commission and its audited bodies operate has changed significantly in the last two years, from 2010/11 the Commission will introduce new requirements for local VFM audit work. This will apply at those bodies where auditors previously were required to give a use of resources or ALE assessment. Auditors have a continuing statutory duty under the Audit Commission Act 1998 to satisfy themselves that audited bodies have made proper arrangements for securing economy, efficiency and effectiveness in their use of resources. The aim is to introduce a more focused approach to meet these statutory responsibilities. 
57 Auditors will not be required to provide annual scored judgements relating to their local VFM audit work. There will be no key lines of enquiry for the specified criteria. Guidance will be issued to auditors in 
December 2010. The guidance will be available to auditors but will not be published for audited bodies. 

58 The Commission will be writing to audited bodies about the implications of these changes for 2010/11 fees. It will consult on its proposals in September 2010. 

Equity and excellence: Liberating the NHS

59 The government set out its vision for the NHS in the white paper entitled ’Equity and excellence: Liberating the NHS’ (July 2010) and the proposed timetable is rapid. The vision requires the NHS to achieve £15 to 20 billion of efficiency savings by 2014 to reinvest in improving quality and outcomes. As a result NHS management costs will be reduced by more than 
45 per cent and the number of NHS bodies will be reduced. Strategic health authorities will be abolished on 31 March 2012; PCTs will be abolished from April 2013 and the legislation that gives NHS trusts their statutory form repealed (probably in 2013). 

60 The government proposes the following.
· An independent NHS Commissioning Board to set commissioning guidelines and standards. The new Board will promote public involvement and choice; develop GP consortia; and commission more specialised care and maternity and family health services. It will also give resources to GP consortia and hold them to account. The Board will operate as a Special Health Authority from April 2011 but will take its full statutory form in April 2012.
· GP consortia to commission health services. These will be statutory bodies, with an accountable officer. The consortia will come into being in 2012/13 but not be fully operational until April 2013.

· A national public health service. Local authorities will be responsible for local activity on public health, with a new ring-fenced budget. They will also set up Health and Wellbeing Boards that will bring together locally elected representatives, social services and those responsible for commissioning care. It is envisioned the Boards will bring democratic legitimacy, ensure consistency of commissioning and ensure integration between health and social care. These changes will come into effect from April 2012.
· Enhanced roles for Monitor and the Care Quality Commission. From April 2012, Monitor will become an economic regulator, sharing licensing responsibilities with the Care Quality Commission. Its role will expand to cover all healthcare providers, pricing the tariff and promoting competition. All NHS trusts will become foundation trusts by 2013. Those failing to make the transition will be put into a special form of administration and subsumed into Monitor’s licensing arrangements. Foundation trusts will have greater autonomy and different forms of social enterprise governance will be explored.

61 Much of the detail supporting these proposals is awaited. 
62 The saving requirements in Liberating the NHS for the South East Coast Strategic Health Authority area will be around £1.2 billion and for Sussex around £450 to 600 million including provider efficiencies. The challenge facing the PCT and local NHS bodies is significant and will require all local public bodies in Brighton to work closely together. Most importantly, it will require the PCT to work in a mature partnership that ensures patients' experience and outcomes continue to improve. I will continue to liaise with and support the PCT through the transformation. 

Financial health

63 The PCT faces significant challenges if it is to deliver the new vision for the NHS. 
64 The PCT has to deliver a control surplus total of £4.6 million and transformational savings of £9.2 million in 2010/11. Additional savings of £7.0 million are required in 2011/12 to ensure a medium term balanced financial position. The PCT has identified priority transformation projects and is forecasting delivery of its financial plans over the next two years. However, it recognises that significant challenges exist and, following publication of the NHS white paper, all financial plans are under review. 

65 In 2010/11 the PCT identified a savings gap of £3.3 million but has put in place plans to achieve this in-year. At the end of June 2010 the PCT was ahead of its savings (year to date) target by £535,000. It has good performance monitoring arrangements and a historic track record of delivery. It is confident that it will deliver its £9.2 million planned target in the current economic climate. 

66 Significant structural change as set out in the white paper brings with it increased costs as the proposed NHS structures are introduced and old structures disbanded. Such costs include redundancy and staff transfers costs, the running of shadow Boards and the cost of establishing new governance structures. It is therefore likely that increased savings targets will be needed in the next two years.
67 The changes proposed in the white paper also bring increased governance risks. These risks include:

· increased claims and litigation related to staffing matters as well as contractual matters; 
· failure of established governance arrangements arising from the loss of key staff and skills, or de-motivated and de moralised staff; and 
· the uncertainty over new roles and responsibilities leading to the increased risk of fraud and corruption as governance structures break down.
68 These challenges will have to be managed in a challenging financial climate when the spotlight will remain on delivering value for money and improving patient outcomes. 
	Recommendations

	R1
As the Government's new proposals for the NHS become clearer, the PCT should assess the significant risks which may result across the health economy during the transitional phases and update its risk register and operational plans accordingly.

	R2
The PCT should develop plans to respond to the significant risks posed by the need to manage its workforce, and the wider health economy, in a time of significant change and uncertainty.


Payment by Results (PbR)

69 The Payment by Results (PbR) Data Assurance Framework supports the improvement of data quality by auditing the admitted patient care (inpatient) and outpatient data which underpins payments and financial flows within the NHS. The assurance framework is carried out for the Department of Health (DH) and is a key part of the PbR system. 

70 For the third year running the coding accuracy at Brighton and Sussex University NHS Trust (the PCT's main provider trust) is poor compared to other trusts nationally. The Trust had an HRG error rate of 22.1 per cent, which compares poorly against a national average in 2008/09 of 
8.4 per cent. The local Strategic Health Authority (South East Coast Strategic Health Authority) average error rate in 2008/09 was 8.1 per cent. The high error rate places the Trust in the worst performing 25 per cent of trusts nationally. 

71 Whilst coding arrangements are improving following the recent restructuring of the coding department there remain several areas where the Trust can take action to improve accuracy. These include:

· improving the quality and organisation of case notes;

· adhering to national coding standards; and 

· implementing a frequent programme of internal audit. 

72 In the new vision for the NHS even greater importance will be placed on data accuracy. It is therefore important the PCT and Trust address the audit recommendations quickly. To drive improvement, progress against the agreed Trust action plan is monitored by the PCT in its quarterly contract meetings with the Trust.

73 The Audit Commission Payment by Results coding audits for 2010/11 are targeted at the worst performing NHS bodies. Based on performance over the last three years, a targeted clinical coding audit is planned at BSUHT in 2010/11. I will continue to liaise with the PCT and Trust as they work to secure improvement. 
	Recommendation

	R3
Progress against the Trust action plan should be reported quarterly to either the delivery board or the audit committee and the PCT should consider what additional steps it could take to secure improvements in coding accuracy.


World class commissioning

74 The Department of Heath's World Class commissioning (WCC) programme aims to transform the way PCTs commission health and care services to deliver ’better health and wellbeing for all, better care for all and better value for all’. To become world-class commissioners PCTs need to develop the knowledge, skills, behaviour and characteristics of a world-class organisation. 2008/09 was the first year of this new programme and therefore represents the start of the journey to become world-class. 
75 The national assurance framework to support world class commissioning is managed locally by the South East Coast Strategic Health Authority (SECSHA). Performance against the national WCC competencies is assessed yearly using a 1 to 4 scale. In 2009/10 a new competency was introduced measuring efficiency and effectiveness of spend. 
76 The PCT has responded positively to the World Class Commissioning programme. Overall the mean score for the PCT has improved from 1.7 in 2008/09 to 2.1 in 2009/10 as set out in Table 2 overleaf. This improving trend is in line with that of other NHS organisations in the SECSHA area.

Table 2: NHS Brighton and Hove world class commissioning performance 
Average scores per competency
	World class commissioning competency
	2009/10 scores
	2008/09 scores

	1. Locally lead the NHS
	2.7
	2.0

	2. Work with community partners
	2.7
	2.3

	3. Engage with public and patients
	2.0
	1.7

	4. Collaborate with clinicians
	2.0
	1.7

	5. Manage knowledge and assess needs
	3.0
	2.0

	6. Prioritise investment
	1.0
	1.3

	7. Stimulate the market
	1.0
	1.3

	8. Promote improvement and innovation
	1.7
	1.3

	9. Secure procurement skills
	2.3
	1.7

	10. Manage the local health system
	3.0
	2.0

	11. Ensuring efficiency, and effectiveness of spend
	1.3
	N/A

	Mean score per PCT
	2.1
	1.7


77 The government's vision for the NHS makes no specific mention of the World Class Commissioning programme and it is unclear whether this programme will continue in the future.
Closing remarks
78 I have discussed and agreed this letter with the Chief Executive and the Director of Finance. This letter will be presented to the Audit Committee on 8 September 2010 and I will provide copies to all board members.

79 The detailed audit findings, conclusions and recommendations in the areas covered by my audit are included in my detailed reports issued to the PCT during the year. The PCT's response and progress is summarised in the annual summary of recommendations issued with this letter.
	Report
	Date issued

	Payment by results (inpatients clinical coding)
	January 2010

	Opinion audit plan
	May 2010

	Annual Governance Report 
	June 2010

	Use of Resources (draft) Report 
	August 2010

	Annual Audit Letter
	August 2010


80 The PCT has taken a positive and constructive approach to my audit. This enables the efficient delivery of the audit and supports a healthy, honest and robust working relationship. I wish to thank the PCT management staff for their continued support and co-operation.

Paul Grady
District Auditor 
September 2010
Appendix 1  Audit fees

Audit fees

I am required to disclose the fees for my audit and non-audit work at the start of my audit in my fees letter, and again at completion of the audit in the Annual Audit Letter. My audit fee of £189,500 is 8 per cent above the scale fee and is within the normal level of variation specified by the Commission for a PCT of this size, complexity and risk. 
The fees for the 2009/10 audit are shown below and are unchanged from those set in my 2009/10 fees letter issued in March 2009. 
Table 3: Audit fees

	
	Actual 2009/10
	Proposed fee 2009/10

	Financial Statements and Statement on internal control
	£114,700
	£114,700

	Value for money work
	£74,800
	£74,800

	Total audit fees
	£189,500
	£189,500

	Payment by Results
	£33,400
	£33,400

	Non-audit work
	£33,400
	£33,400

	Total
	£222,900
	£222,900


Appendix 2  Action Plan

	Recommendations

	Recommendation 1

	As the Government's new proposals for the NHS become clearer, the PCT should assess the significant risks which may result across the health economy during the transitional phases and update its risk register and operational plans accordingly. 

	Responsibility
	Director of Finance

	Priority
	High

	Date
	30 September 2010

	Comments
	The Assistant Director of Finance (Assurance and Resources) will update the risk register. Significant risks will be discussed and agreed at the Finance Managers' meeting on 23 August 2010.

	Recommendation 2

	The PCT should develop plans to respond to the significant risks posed by the need to manage its workforce, and the wider health economy, in a time of significant change and uncertainty.

	Responsibility
	Director of Finance

	Priority
	Medium

	Date
	31 October 2010

	Comments
	This will be discussed at the Managers' meeting on 23 August 2010, agreeing key staff who will contribute and timescales.


	Recommendations

	Recommendation 3

	Progress against the Trust action plan should be reported quarterly to either the delivery board or the audit committee and the PCT should consider what additional steps it could take to secure improvements in coding accuracy. 

	Responsibility
	Director of Finance

	Priority
	High

	Date
	31 October 2010

	Comments
	Progress against the plan will be reported and monitored by the Delivery Board and BSUHT Performance Board.

	Recommendation 4

	The PCT should identify and address the factors which prevented it from improving sickness absence rates and reducing agency and other associated costs in the year.

	Responsibility
	Director of Delivery

	Priority
	High

	Date
	31 October 2010

	Comments
	A full review will be carried out to address factors which prevented the PCT from improving the sickness absence rates. The Assistant Director of Finance and the HR Manager will review agency and other associated costs in the year.
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