THE LEEDS TEACHING HOSPITALS NHS TRUST


STATEMENT ON INTERNAL CONTROL 2005/6
1 SCOPE OF RESPONSIBILITY
1.1 The Board is accountable for internal control.  As Accountable Officer, and Chief Executive of this Board, I have responsibility for maintaining a sound system of internal control that supports the achievement of the organisation’s policies, aims and objectives.  I also have responsibility for safeguarding the public funds and the organisation’s assets for which I am personally responsible as set out in the Accountable Officer Memorandum.

1.2
As Accountable officer I have in place processes in which I work with 
partner organisations including PCTs, the SHA, the Local Authority, 
the Patient Forum, the Department of Health and other Acute and   
Mental Health Trusts.  Examples of these are

· The MLB Programme Board
· Monthly West Yorkshire Chief Executives meetings
· Trust attendance at the Local Authority overview and Scrutiny Committee
· Joint working on incidents with the SHA and the NPSA
· Trust Board presence by the Patient Forum
· Leeds Chief Executives Modernisation Group
· Leeds Reforming Emergency Care Network
· West Yorkshire Workforce Confederation
· University of Leeds Joint Strategy Board




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

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

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

2.2 The system of internal control has been in place in Leeds Teaching Hospitals NHS Trust for the year ended 31 March 2006 and up to the date of approval of the annual report and accounts. 

3 
CAPACITY TO HANDLE RISK
3.1 The Trust Board has endorsed the Trust’s Risk Management Strategy which:

· sets out the organisation’s attitude to risk;

· defines the structures for the management and ownership of risk and for the management of situations in which control failure leads to material realisation of risks;

· specifies the way in which risk issues are to be considered at each level of business planning ranging from the corporate process to the setting of individual staff’s objectives;

· specifies how new and existing activities are assessed for risk and incorporated into risk management structures;

· ensures common understanding of terminology used in relation to risk issues;

· defines the structures for gaining assurance about the management of risk;

· defines the criteria which will inform assessment of risk and the definition of specific risks as “key”;

· defines the way in which the risk register and risk evaluation criteria will be regularly reviewed.

3.2 The Risk Management Strategy has been made available to all staff via senior managers and is available on the Trust’s intranet.  It was last reviewed and updated March 2006.  The Trust’s ongoing programme of training in relation to risk assessment will be developed throughout 2006/7 to reflect the updated Risk Strategy and Policy.

4 THE RISK AND CONTROL FRAMEWORK
4.1 During 2005/6 the Trust has further integrated the Trust’s Risk Management, Assurance and Quality matters within the Business Planning process.  This has resulted in the Trust moving from the Integrated Quality structure, that was reviewed by Internal Audit in 2004/5 to new Integrated Governance arrangements, during Quarter 3 of 2005/6.  The structure now has Risk Management, Assurance and Quality managed and scrutinised via the same arrangements as all other Trust business i.e. Finance and Access. With  the Quality Management Team reporting to the Trust Board via the Trust Headquarters Management Group and scrutinised via the Trust Audit Committee as are all Trust departments.  These arrangements, including the  new Terms of Reference of the Audit Committee, are in line with those set out in the Audit Committee handbook and the principles with the Integrated Governance handbook published in February 2006.

4.2 The structure incorporates consideration of a wide range of stakeholders including patients, public interests, service users, wider societal views, Healthcare Commission and other national priorities including NSFs, NICE and NPSA recommendations, as well as the interests of key suppliers of goods and services.  These considerations are integral to the Trust’s relationships with PCTs, SHAs, DoH and government ministers.
4.3 The Risk Management Strategy and Policy has the following key elements:

· provides a consistent and structured method to identify, assess, prioritise, manage and record risks at all levels of the organisation for all areas of Trust business;

· defines accountability and reporting structures and identifies how risks will be managed;

· management plans for all risks are evaluated and performance-managed within the Trust’s Business Planning and Performance Management Process;

· managements plans will evaluate risks and give consideration to service delivery, financial and stakeholder issues, and assess the adequacy of controls;

· funding and management plan for significant risks is determined by the Trust Board as advised by the Trust Operations Board;

· review and assurance mechanisms are embedded in the organisation by the Business Planning and Performance Management Process;

· Integrated structure contains a mechanism whereby lessons learnt can be shared across the organisation;

· the requirement for independent assurance is set out in the Trust’s Assurance Framework.

4.4 The Trust’s Assurance Framework includes the following key elements:

· covers all of the organisation’s main activities;

· identifies which objectives and targets the organisation is striving to achieve;
· links the short to medium term objectives to the related individual Standards for Better Health;
· identifies the risks to the achievement of objectives and targets;

· identifies and examines the system of internal control in place to manage the risks;

· identifies and examines the review and assurance mechanisms which relate to the effectiveness of the system of internal control;

· records the actions taken by the Board to address control and assurance gaps.

4.5 The Trust Assurance Framework together with our Risk Management Strategy and Policy, operating via the Integrated Governance arrangements provides an effective risk and control framework and a means to identifying gaps in control and assurance.  During 2005/6 these arrangements have continued to be developed and embedded to further improve aspects of control and assurance in clinical, and non-clinical areas to address gaps as they are identified.  

5 REVIEW OF EFFECTIVENESS
5.1 As Accountable Officer, I have responsibility for reviewing the effectiveness of the system of internal control.  My review is informed in a number of ways.  The Head of Internal Audit provides me with an opinion on the overall arrangements for gaining assurance through the Assurance Framework and on the controls reviewed as part of the internal audit work.  Executive managers within the organisation who have responsibility for the development and maintenance of the system of internal control provide me with assurance.  The Assurance Framework itself provides me with evidence that the effectiveness of controls that manage the risks to the organisation achieving its principal objectives have been reviewed.  My review is also informed by:

· The Trust’s Performance Management reporting process 
· The arrangements to monitor other key controls, assurance standards and areas of potentially significant organisational risk.

· Trust wide and Maternity CNST assessments.

· The monthly Board Integrated Performance Report.

· Royal College visits.

· National Audit Office assessment of Trust services including benchmarking against a relevant peer group.
· SHA monitoring including the Assurance Framework Trust Declaration
· External audit opinion statement.

· Assurance from other review bodies as recorded in the Trust’s Assurance Register.
· External audit reports.

· Healthcare Commission random visit following the draft Declaration process.
5.2 In undertaking my review I have been advised on the effectiveness of the systems of internal control by the Trust’s Senior Management Committees.  These are the Trust Board, the Trust Board Audit Sub-Committee, Trust Board Quality Sub-Committee, the Integrated Quality Committee, the Trust Headquarters Management Group, The Trust Operations Board, the Trust Directors’ Group and the Trust’s Clinical Council.  A plan to address any weaknesses and ensure continuous improvement of the system is in place.  

5.3 During 2005/6 the revised committee and reporting arrangements resulted in the Trust evolving from its Integrated Quality Structure to the introduction of integrated committee and scrutiny arrangements.  These arrangements have enabled Risk, Assurance and Quality issues to be identified, managed and communicated from operational levels alongside all other Trust business through to the Trust Board as necessary.  These arrangements will continue to embed during 2006/7.
5.4 This process ensures that the Trust Board is effectively and regularly informed and engaged in reviewing internal control and risk management arrangements.

5.5 The revised arrangements will be monitored during 2006/7 and beyond.
5.6 The Trust in the past has identified aspects of the Assurance Framework in clinical and non-clinical areas where further development was required, the Lead Directors have now completed these actions. 
5.7 In addition, the Head of Internal Audit has identified and recorded in Internal Audit reports concerns relating to various control weaknesses.  

5.8 Action plans to address these internal audit concerns have been agreed with senior managers and further details are recorded in the Internal Audit quarterly progress reports and in the Annual Report presented to the Audit Committee.

Signed                                                 Chief Executive Officer
(On behalf of the Board)
Date
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