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Executive Summary

1. Governance arrangements 

The PBC guidance – Achieving Universal Coverage briefly refers to governance and accountability arrangements for PBC, this PBC governance framework document aims to complement the current PCT governance arrangements. PCTs retain their statutory duties including integrated governance responsibilities and that any governance arrangements in place to support PBC must remain effective throughout organisational change. 

As a minimum, governance documentation should establish clear rules, roles and responsibilities of individuals and organisations and must cover as a minimum the following:

· Budget setting mechanism

· Risk sharing arrangements

· Information and validation 

· Rules for and use of efficiency gains

· Tendering and procurement 

· Contestability 

· Roles and responsibilities of the PCT and Practice (s) 

· Patient safety ( where provision or redesign is involved)

· Quality outcomes

· PCT to practice or locality accountability arrangements

· Dispute resolution

The content of this framework will have the same status as the PCT’s principal corporate governance documents i.e. Standing Orders (SOs), Standing Financial Instructions (SFIs) and Reservation of Powers to the Board ~ Scheme of Delegation.  Employees of the PCT are bound to comply with this framework’s provisions as if its contents were set out in SOs, SFIs etc.  Independent contractors participating in PBC are equally bound by the terms of their PBC involvement to comply with it.

Dacorum and Watford & Three Rivers PCTs place the highest possible value on the ethical conduct of their affairs and the avoidance of both the appearance of, as well as any actual, conflict of interest. Everybody actively involved with PBC is referred to the NHS Code of Conduct.
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1. Introduction 

The DoH PBC guidance – Achieving Universal Coverage describes the aims and objectives of PBC and the PCT responsibility for implementation by December 2006. PCTs will be held accountable for setting indicative budgets, providing timely information that will allow practices to understand their clinical and financial activity, agree incentive payments to support the implementation of PBC and an accountability and governance framework which has been agreed in partnership with practices. 

The PBC governance framework must be aligned to the PCT’s continuing statutory obligations and corporate governance arrangements, whilst devolving as much responsibility to the clinical front line as possible.  The PCTs are working towards a structured approach to implementation of PBC in partnership with primary care clinicians. 

At present there is no legal framework to support PBC in its own right therefore PCTs will continue to work under their standing financial instructions (SFIs) and standing orders (SOs) and other governance arrangements including clinical governance. 

In their role as a commissioner, Practice Based Commissioners will ensure that all services commissioned reach the standards defined in “Standards for Better Health”, and as outlined in section 4.3 as a minimum, and that quality checks will, as necessary, be carried out to ensure these standards are maintained.

When establishing the new PCT consideration must be given to the organisational structure to ensure that there are robust governance arrangements covering PBC, in particular procurement and contestability of new providers and services. 

The PCT Board will want to delegate responsibility to a sub group of the board to oversee the governance arrangements for PBC. As there is no national model the PCTs can establish the membership of the sub group and its powers to ensure that the policies and governance arrangements of the PCT are met. Consideration will be given to a membership that will ensure public accountability and transparency, and will avoid any impression of real or potential conflicts of interest – for example Non-executive Director involvement may be valuable in this respect.

2. Financial Management & Budget Setting
Financial balance remains a statutory requirement of the PCT and as such the PCT has agreed a single methodology for setting budgets for 2006 /07 as described below: 

The following has been agreed:

a) Coverage. Practice budgets will include, as a minimum, prescribing and all PBR activity. At the agreement of both parties a wider range of services may be included, but the activity base used to calculate the budget must be clear, transparent and measurable throughout 06-07.

b) PBR activity. The baseline for PBR activity will be 2005/06 actual activity converted to a full year basis, valued at the 2006/07 PBR tariffs.  Reductions to the baseline will be made in line with the PCTs’ Financial Recovery Plan for 2006/07.

c) A&E. Due to the way A & E activity is paid for under PBR, out of county activity is in effect free at present, and should not be built into budget calculations. PCTs have to pay for all non-local A&E activity at their local acute trust, and should not devolve that part of the A&E budget to practices.

d) Prescribing budgets by practice will be set using the same methodology as currently, unless the PCT has good grounds for change, and again they have to match overall PCT spending plans.

e) Timing. All practice indicative budgets will have been issued before the end of June 2006. 

f) Fair shares. For 2006/07 budgets will continue to be based upon historic activity.  Over the course of time it is expected that the amount of resources allocated to each practice will be based upon fair shares rather than historic activity. The Department has produced a toolkit to calculate fair shares, based upon the present PCT funding formula.  During 2006/07 PCTs are expected to start the process of calculating fair shares and determining the merits and risks of different paces of change based upon local circumstances.

g) Excluded. Certain services are excluded from the scope of the practice indicative budget these are:

· Core GMS / PMS services

· Specialist services, services commissioned regionally and nationally and screening programmes

· Services commissioned by PCTs from other primary care providers, i.e. General Dental Practitioners, Community Pharmacists, and Optometrists 

Practices and the PCT will work together throughout the year to ensure resources are properly controlled and that resources which are freed up are effectively redeployed to benefit patients locally.
3. Risk Management 

Arrangements to manage in-year unplanned variation in activity or cost need to be agreed so that no practice or patient is disadvantaged because of high cost individual care.  In addition to financial risk there is also a risk of not achieving nationally required targets. 

3.1 Contingency fund

If a contingency fund is to be held by the PCT a fair and transparent methodology for calculating the fund must be available to all stakeholders. Any call against the fund must be agreed as part of the methodology for calculating the fund. 

The following options may be considered by the PCT as a methodology for managing in-year unplanned variation which will be agreed with practices:

a) the retention from indicative budgets of a PCT-held contingency fund. This should be between 3% & 5% of the indicative budget held

b) setting a threshold value for treatments. Costs which exceed the threshold would be funded against the contingency fund

c) remove the responsibility for high-cost low-volume treatments from the scope of the indicative budget leaving the resources and the decisions with the PCT

d) encourage practices to work in consortia, therefore spreading the risk  

Any unspent contingency fund resources should be returned to practices at the end of the year.

3.2 Risk to national targets

Practice based commissioners through the acceptance of the indicative budget inherit, by default, a requirement to hit specific national targets. If the PCT feels that targets may be compromised as a result of commissioning decisions then the PCT can ask for an action plan to resolve the problem. Failure on behalf of the Practice/Locality to implement the action plan could result in PBC being withdrawn. This is one of the recommendations made in the DH PBC Technical Guidance 2005. 

4. Management Costs and the PBC DES 2006/07 

To encourage practices to participate in PBC a Directed Enhanced Service (DES) for 2006 /07 has been agreed nationally. The DES has been divided into 2 components:

4.1 First Element

For 2006/07 the total sum payable for this component is 95p per registered patient, and is to be made where the practice and the PCT agree a plan for the implementation of the Practice Based Commissioning, including specific objectives. The payment is in recognition of the contribution of practice staff time (particularly clinical) that the practice will need to invest in developing PBC and implementing the plan.  This must include named clinicians for each individual project area.  

Where applicable the plan must also set out how the Locality/Practice will integrate with the PCT’s Service Redesign Programme for specific projects.  If the Locality/Practice wish to undertake different project work then it must be clear where the cost benefits to the healthcare system will be realised.  Such benefits must be at least equitable to the PCT’s Financial Recovery Plan.

In order to achieve this first element Localities/Practices must submit the Commissioning Business Plan referred to above, and the list below outlines the key areas that must be clearly set out within this framework:

· Commissioning arrangements, to include: Clinical Lead(s), Administrative Support, Management Structure, an outline of Locality arrangements, and the range of the Commissioning budget 

· Clear areas of Commissioning that the Locality/Practice will be involved in for this financial year    

· Objectives, to include: Access and Quality Targets as set out in the NHS Plan, Financial Targets including contingency funds, locally agreed initiatives (including targets for individual practices in order for the whole initiative to be achieved), and linkages to Local and National priorities

· Performance Management and Monitoring Arrangements, to include: Capacity Planning (including benchmarking referrals rates, locally agreed service redesign and development), Service Developments, Contract Monitoring (including validation, activity monitoring, and managing referral “peaks” and “troughs”)

· Identification and Use of Efficiency Gains, to include: Approach to reinvestment and Reinvestment Proposals (including arrangements for managing inherited deficits and the capacity of the Primary Care Infrastructure to support proposals)

If a group of practices agree to work together the DES can be pooled across those practices to support clinical or practice staff involvement in service redesign.
4.2 Second Element

This element is payable at the end of the financial year provided the practice has successfully met the objectives in the plan agreed with the PCT. The total amount payable for this component is a minimum of 95p per registered patient, and practices will only be eligible for this second element if the first element is also payable.

The second element can only be paid as an alternative, and not in addition to any savings made as a result of the practice plan, and can only to be used to maintain secondary to primary shift.  Practices that successfully take on PBC and release savings from existing healthcare budgets will not receive this second element if they also receive savings, i.e. the second element is not available in addition to other freed-up resources that already exceed the value of the second element.

The first call on any efficiency gains (savings) will be the Financial Recovery Plan of the PCT.  The use of any efficiency gains over and above those required to achieve the Financial Recovery Plan of the PCT, including the apportionment between the PCT and practices will be agreed as part of the PBC Budget setting process.  

4.3 Practices not wishing to engage in PBC

The PCT has always been clear that as far as possible the commissioning role for those practices not signing up to the DES will be undertaken by other Practices/Localities, and not the PCT.  In the event of this occurring the PCT will initiate appropriate arrangements to ensure that the DES funding is removed from the non-participating practices and passed across to those Practices/Localities that undertake commissioning arrangements on behalf of the patients of the non-participating practices.  

This also means that any efficiency gains will go to the Locality and that Risk will be managed on a pooled basis by the PCT through the establishment of a contingency fund.  The PCT will off-set any unplanned increase in activity with a claw-back from areas where efficiencies have been made. At the year end the remaining balance will be distributed back to the Commissioning Locality/Practice as a cost efficiency. In the event of the risk pool having insufficient funds then the cost efficiencies at year-ends will be used.

4.4 Additional Management Costs

Any additional management costs will need to be identified within the cost of the commissioning budgets and the commissioning plan.  The Joint PEC Commissioning Committee will be responsible for the appropriate use of management costs.  The criteria, based upon the DoH guidance, by which they will test this is shown below:

· Clinical time that is needed to achieve effective service redesign is acceptable though it is important to avoid duplication of clinical work in different practices/localities.

· Management costs for a particular project must be agreed in advance by the PCT. 

· Ongoing management costs funded from savings will be approved by the Joint PEC Commissioning Committee.

· Management resource should not duplicate the experience of staff that are currently employed in either the PCT or Commissioning Localities/Practices. 

· It is appropriate for Commissioning Localities/Practices and the PCT to explore fully shared commissioning management arrangements, particularly with regard to primary care, public health, finance and IM&T.

· Management costs will vary dependent on the size and scope of the budget devolved.

· Disinvestments in management costs will be the responsibility of the employer.

5.  COMMISSIONING GOVERNANCE

Commissioning is the process by which the health needs of a population are assessed, the responsibility is taken for ensuring that appropriate services are available which meet these needs (including delivery of national and local NHS planning framework targets) and the accountability for the associated health outcomes is established.  The cycle then starts again.

NHS resources are finite so the challenge to commissioners is to deliver the best possible range of services for the given resource.  It is also important that commissioning is done in an open and structured way.  The details below show some of the processes which need to be followed in order ensure effective commissioning.

5.1 Service Planning

All significant changes to service provision must be undertaken as part of a structured options appraisal which will demonstrate the most beneficial service specification to the patient.

Service planning should be done in response to health needs assessment (HNA).  The HNA is a systematic approach to ensuring that health services use their resources to improve the health of the population in the most efficient manner.  Commissioners need to reflect the fact that patients coming through the consulting room door are not representative of the health needs of the wider community.

Service planning must show that resources are going into areas of need which are objectively prioritised and evidence based, wanted by the patient and achievable within the resources available.

5.2 Achievement of National Targets

The PCT will still be expected to achieve the same national targets and however the commissioning role is devolved to the locality/practices, the locality/practices and the PCT still have to ensure that commissioning continues to achieve national targets such as access, equity, patient/public involvement, waiting times, financial balance etc.

5.3 Equity

One of the key focuses of the NHS is to promote equity, and it is the role of the commissioner to promote equity of service.  PBC should promote innovation and services developed to suit local needs but equity of provision and access must also be at the forefront in the role of the commissioner.

5.4 A whole system approach – Engaging stakeholders

The DoH guidance is explicit that commissioning should be “practice based” but that it should be an inclusive process and should actively engage all relevant stakeholders.  Good commissioning decisions will come from a broader knowledge of the healthcare system and needs within the community.  Stakeholders who commissioners should work with include:

· The patient
· The public
· Community Groups
· All the staff within practices
· All GP practices – many commissioning decisions depend on the influence or resources of a larger group
· Other healthcare professionals
· The PCT can support Commissioning Localities/Practices in the commissioning process.
· Local Authority
· Social Care
· Healthcare providers
5.5 A long term approach to decision making

Whilst the financial pressures within the system force immediate solutions to current health needs, commissioning must strive to have a long term strategic approach to healthcare.  Better use and investment in public health and primary care are one answer to this but commissioners must first create impacts upon current demand to release that investment potential.

5.6 Current commissioning commitments

Localities/Practices in taking on a commissioning budget must honour contractual commitments already entered into by the PCT/SHA/DOH.

5.7 Competence to commission

Commissioning will be a new process for localities/practices, and they may have to change the way they work to do it effectively.  Localities/Practices will have to demonstrate that they have the necessary competences and resources in place prior to taking on an indicative budget.   

[The PCTs may be able to provide a competency framework and to provide a training programme to GPs and practice managers in preparation to meet this.]


5.8 Effective Use of Resources

There are a number of services which are not normally available through the NHS, such treatments as cosmetic plastic surgery, homeopathic medicine etc.  On request by a GP a case to fund this sort of treatment should be referred to the Exceptional Treatment Panel to make the decision, this process will remain the same under PBC.

5.9 Review of commissioning

The final part of the commissioning cycle is to review the success of service provision and to identify any remaining gaps/weaknesses in the system, and this is a key part of the locality/practice role as a commissioner.

5.10 Scope of Commissioning (what is in or out?)

Whilst practice based commissioning can impact upon all areas of the healthcare system it does not allow all areas of budget to be devolved.  The PCT is initially devolving indicative budgets for core secondary care and prescribing.  In time other areas of the budget will follow.  However, some areas are excluded by the guidance and cannot be devolved though more services will be added over time.  

Practice Based Commissioners can, however, have an impact upon these services by two methods.  Firstly, their activities as a commissioner in primary and secondary care can affect demand upon excluded services which would release funding within the overall commissioning budgets for the PCT.  Secondly, through improved clinical engagement Practice Based Commissioners can influence commissioners of these services.

Services excluded are shown below:

· Specialist services

· Secondary mental health

· Some Children’s services

5.11 Current Commitments

Practice Based Commissioners need to honour contracts already committed to and one of the main areas which the PCT is committed to is detailed below.  Although this area is committed to, commissioners can influence how and to what extent it is used.  The commissioning role of localities/practices will grow as current commitments expire.

Hemel Surgi-Centre (HSC)

HSC is a planned surgical facility to be located on the Hemel Hempstead General Hospital site run by the independent sector organisation, Clinicenta.  There is likely to a 5 year contract in place running from 2007 to 2012 for a defined range of surgical procedures in ENT, general surgery and orthopaedic surgery.

6.
Procurement and Practice Based Commissioning 

PBC provides practices with the incentives and opportunities to get involved in the provision of care. Therefore the PCT is required to follow rules on procurement with the need to foster innovation and avoid an unduly bureaucratic or lengthy process. 

The following brief guidance has been agreed with the NHS Purchasing and Supplies Agency and more complete guidance is expected in due course from the Agency, which is working with the NHS Primary Care Contracting Team to produce this. 

The PCTs should follow appropriate processes irrespective of whether the value of a service falls above or below the threshold stated under The Public Contracts Regulations 2006 (SI2006 no5). 

The procurement process undertaken together with the level and extent of advertising should be proportionate to the size of the contract value. As with all contract awards, it is imperative to demonstrate fairness and equity to all participating suppliers and PCTs should expect their decisions to be subject to audit investigation and therefore ensure robust record keeping. 

NHS Purchasing & Supply Agency Guidance (Appendix 1)
The PCT must ensure that practices looking to provide services are aware of The Public Contract Regulation 2006 for contracts over the threshold and the PCT’s own internal standing financial orders (SFOs) and standing financial instructions (SFIs). The PCT may have established a scheme of delegation that will give the authorised limits for names officers of the PCT with responsibility for commissioning and contracting. 

7.
Use of Efficiency Gains (Appendix 2) 

Localities/Practices will use their practice based commissioning plan to identify what service improvements will be made, how this will free up resources and the subsequent use of such resources. The plan should be developed with the PCT to ensure that national and local priorities are properly taken into account and that practices are fully aware of the local opportunities for partnership working and local development. Localities/Practices will take into account the priorities agreed in local action plans such as the Financial Recovery Plan and Local Delivery Plan agreed with the SHA, and Local Area Agreements agreed with local partners.

Under PBC, localities/practices are entitled to make recommendations to the PCT Board or its delegated responsible body about how to reallocate freed up resources from their indicative budget as a result of service redesign and more cost effective treatments. 

Freed up resources must be used to fund services for the benefit of patients locally, and can be spent on the following:

· Equipment 

· Training 

· Recruitment of clinical and non-clinical staff

· Capital developments

The Achieving Universal Coverage guidance recommends that for 2006/07 individual practices should be entitled to access and redirect at least 70% of any freed up resources; the remaining 30% to be used by the PCT to meet a wider need across the whole PCT area. 

Any member of the delegated body approving the use of efficiency gains must declare an interest if their practice or consortium is seeking approval to use its efficiency gains. Terms of reference of the delegated body must state the process for approving use of efficiency gains. 

8.
Information Management

The PCT is responsible for providing standardised information to localities/practices. In putting together information packs, the PCT has a responsibility to ensure that the data is accurate and up-to-date. Where the PCT is commissioning services from non-NHS providers, contracts will require these providers to supply this information to the PCT. 

In order to maintain sound audit trails all new services being provided in primary or community care must also supply information on activity and cost to the PCT. 

All localities/practices will receive information that will allow them to understand the implications of their clinical decisions, including information about historical referral patterns, historical spends and how these compare with other practices. As part of the hospital activity reports the national average and PCT average should also be made available to practices monthly. Practices should also be able to see the total PCT position including how the PCT is managing its element of the commissioning budget. 

9.
Support for Localities and Practices

Support from the PCT to localities/practices should be targeted according to the specific needs of the localities/practices. The PCT will be receptive to localities/practices who may, for example, seek support with interpretation of hospital activity and financial information, or the development of business plans for the provision of alternative service providers. 

The PCT is participating in the NPDT development programme which aims to support:

· Engagement with local clinicians in the redesign of services both scheduled and unscheduled care

· Redesign of commissioning systems to support improved service delivery

· Faster roll out of practice based commissioning 

· The development of practices and PCTs to deliver PBC by December 2006 

The development of an effective and efficient workforce is crucial to the longer term success of PBC. Skilled staff will be needed to complement service re-design and re-provision of services in the future, therefore continuous training and development programmes need to be developed to support service change.

Funding for training and development will be at local discretion, but clear processes must be identified to access funds either as an individual or a group of practices.  The Local Enhanced Service: Training of Practitioners is designed to aid this process.

10.
Developing New Services  

The PCT must have clear arrangements for linking developments under PBC to other re-design and modernisation plans. Mechanisms for linking national initiatives with local plans includes the Financial Recovery Plan (FRP) and the Local Development Plan (LDP). The LDP sets out at PCT level the resources available and the intended application of those resources. Therefore locality/practice plans for service change or re-provision will need to be consistent with the FRP and the LDP.  

The Royal College of General Practitioners (RCGP) has developed a toolkit for “Quality Assuring Patient Pathways in Practice Based Commissioning”. The toolkit enables commissioners to design pathways which have all the necessary checks to ensure patient safety and quality healthcare.  It also draws upon Standards for Better Health, QOF, the Audit Commission, Healthcare Commission, the RCGP’s QTD (quality team development) and QPA (quality practice awards), NPSA, and references relevant national papers such as Choosing Health. This ensures that the toolkit is relevant to both the quality agenda and national priorities within the NHS. 

As best practice the RCGP toolkit should be the first point of reference.

11.
Contestability 

It is important that contestability applies when developing new services or re-providing services in a different place. The provider must satisfy the PCT Board or its delegated body that the new services are appropriate, and provide patient choice, value for money, are effective, and improve patient care outcomes. Any significant service change should be consulted upon with the local overview and scrutiny committee (OSC), the current provider, and the public. Failure to consult may result in questions about probity and contestability.

Localities/Practices will look to identify gaps in existing services and pathways that need improvement. Not all service improvements can be organised by one practice alone. Practices will want to work together, either in localities, or in networks of practices with similar interests, to achieve this. 

Members of the delegated body that approves a new provider or service changes must declare any interests to the delegated body chair, in terms of their involvement in the provision or commissioning of new providers or services.  

12.
Agreement between Practices & the PCT 2006/07

The PCT and practices participating in PBC need to develop an agreement that clearly sets out the overarching principles, roles and responsibilities of the individual stakeholders. The basis of the agreement should be a set of shared principles. In addition to governance arrangements for budget setting, financial management, information management and the DES already covered in this document there is also a need to agree the following:

a) Overarching principles of PBC

b) Roles and responsibilities

c) Audit and evaluation  

12.1 Overarching Principles

· PBC is a partnership agreement between the PCT and the localities/practices involved 

· Partnership and a joint commitment to the principles of devolved responsibility for commissioning decisions across the clinical community within the PCT

· Mutually agreed direction and vision for what can be achieved through PBC.

· Support for a variety and diversity of approaches to PBC allowing for single practices, but also joint working across practices particularly in localities, to improve quality, efficiency and value for money

· The encouragement of innovation by enabling localities and practices to create change

· Collaborative approach between localities/practices and the PCT in securing new services for patients 

· Ensure equity of service provision responsive to local health needs

· Development of new patient pathways and service re-design must fit with the LDP local targets and other national strategies i.e. NSFs, “Choose and Book” 

· Consultation and communication with the public and other stakeholders

· Pro-active engagement with secondary care

12.2 Roles and Responsibilities – The Locality or Practice

Localities/Practices can be both commissioners and providers therefore the roles and responsibilities for these two functions need to be defined. 

Localities/Practice as the Commissioner:

· A clear rationale of their reasons for commissioning and the outcomes expected

· A commitment to mutual accountability for the degree of success of their commissioning decisions

· A commitment to extend the range of commissioned services over a three year period and, where agreed, to a total devolved budget for services

· A commitment to engage in wider planning activities with the PCT so that their commissioning activity is consistent with overall priorities

· A responsibility to clearly articulate their aspirations and objectives

· A responsibility to engage in regular, locally agreed, review with the PCT

· A responsibility to identify the use to which any efficiency gains will be put prior to engaging in commissioning 

· A responsibility to gauge patient satisfaction as part of the annual patient survey

· A responsibility to ensure that any locality commissioning plan seeks to ensure that it enhances efficiency and effectiveness 

· A responsibility to ensure that PBC decisions do not adversely affect the levels of health inequalities across the PCT

· Low priority cases that do not gain approval of the case review committee before will not be paid for 

· A commitment to participate in Choose and Book implementation and ensure patients are offered choice

Practices as Providers:

· A clear rationale for providing services and the outcomes expected 
· A clear rationale for how quality, efficiency and the overall patient pathway will be improved by providing services
· A detailed operational plan for how the service will be delivered, including location, equipment and staff

· Responsibility to ensure that the waiting times standards will be set and achieved 

· Responsibility to ensure that services can be monitored in terms of activity and cost, and that regular audits will be undertaken

· Responsibility to ensure patient safety at all times

· Demonstrate that the service complies with local clinical governance arrangements 

12.3 Roles and Responsibilities – PCT

· A clear vision for health improvement and service delivery in order to support PBC for at least three years

· A commitment to mutual accountability for the degree of success of PBC

· A commitment to describe the level of support provided to practices to extend their range of commissioning over three years 

· A commitment to manage the risk of savings plans with investment 

· A commitment to ensure that local planning processes support the development of PBC

· A responsibility to look at the wider public health agenda in the context of PBC

· A responsibility to manage the risk across the PCT 

· A responsibility to ensure that PBC localities are structured to provide consistent and needs-driven services to the local population 

· A responsibility to undertake regular reviews with practices 

· A responsibility to ensure that PBC decisions do not adversely affect health inequalities across the PCT

· A responsibility to support practices by providing the training and tools that will enable them to become effective and efficient commissioners

12.4 Audit and Evaluation

The performance management, audit and evaluation of the impact of PBC are critical to ensuring that both the locality/practice and the PCT are confident in discharging their commitments and responsibilities outlined above. PCT Boards will hold the overall organisational accountable for the implementation and review of PBC, informed and guided by the Joint PEC Commissioning Committee or its equivalent. 

The PCT may decide to carry out performance review of individual localities/practices to ensure that the main functions of PBC are being fulfilled. The following may form a quarterly or annual joint review:

· Improving patient pathways and access to services 

· Working in partnership with the PCT and commissioning in line with the agreed LDP

· Monitoring and managing the devolved indicative budget effectively

· Delivering patient choice

Where practices are providing services under PBC there will be a review to ensure the practice can deliver safe, high quality services, with reference to the RCGP Toolkit or its equivalent.

13.
Patient & Public Involvement 

The PCT and localities/practices will need to consider how they involve patients and the public in service re-design and the shifting of services from secondary care to primary or community care. Equally, patients must be able to express their views on the services currently provided.

A clear communication strategy about the commissioning / contracting intentions of the PCT and localities/practices will need to be implemented. 

14.
Performance management 

The PCT will be expected to performance manage the impact of PBC on service delivery, clinical effectiveness, value for money and patient satisfaction. 

The PCT will use performance management techniques to ensure that PBC meets its objectives and it will support localities/practices to do likewise. Mechanisms may include:

· Having clearly defined measures for quality outcomes of service delivery

· Monitoring performance against service level agreements 

· Developing mechanisms for tracking service quality and user satisfaction 

· Using contract monitoring systems to challenge existing providers on cost and activity

· Having timely and accurate financial and activity data 

By establishing good performance management techniques over time the PCT and localities/practices will become effective commissioners. 

15.
Arbitration 

If localities/practices and the PCT are unable to agree on the local application of the national PBC framework as set out in Achieving Universal Coverage the issue will be referred to the SHA.

Achieving Universal Coverage requires the SHA to find for either one side or the other, rather than seek a compromise.  The SHA will appoint arbitration groups comprising practitioners, financial and management representation. 

The PCT and localities/practices will however make every endeavour to avoid going to arbitration and resolve disputes locally. 
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Appendix 1

Practice based commissioning and procurement
Introduction 
Practice based commissioning provides practices with the incentives and opportunities to get involved in the provision of care. Under practice based commissioning, PCTs remain responsible for the decisions and contracting arrangements for new services agreed. They must therefore balance the requirement to follow rules on procurement with the need to foster innovation and avoid an unduly bureaucratic or lengthy process. 

The following brief guidance has been agreed with the NHS Purchasing and Supply Agency. We intend to produce more complete guidance in due course, and are working with the NHS Primary Care Contracting Team to produce this. 

The PCT will follow appropriate processes irrespective of whether the value of a service falls above or below the threshold stated under The Public Contracts Regulations 2006 (SI2006 no5). 

The procurement process undertaken together with the level and extent of advertising should be proportionate to the size of the contract value. As with all contract awards, it is imperative to demonstrate fairness and equity to all participating suppliers and the PCT will expect its decisions to be subject to audit investigation and will therefore ensure robust record keeping. 

Guidance 
The procurement of medical services is classified as Residual B Services under The Public Contracts Regulations 2006 (SI2006 no5). This classification means that whilst the full range of EU procedures do not apply, if the contract value exceeds the permitted threshold (£144,371 (excl. VAT) as from 31 January 2006), then the procedural requirements that must be adhered to under the Regulations are: 

• adherence to the principles of equality of treatment, transparency and non-  discrimination on the grounds of nationality; 

• adherence to the rules on EU standards; and 

• placement of an award notice in OJEC once the contract has been placed.

Further guidance is contained within the Alternative Provider Medical Services Toolkit (APMS) available at www.pasa.nhs.uk 

The European Court of Justice has indicated that the principles of the EU Treaty require that all contract opportunities receive sufficient advertising to ensure open competition. This implies that restricting access to residual B services through ‘in-house’ or ‘approved’ supplier lists is in breach of EU Treaty principles. 

In addition to the need to comply with The Public Contracts Regulations 2006 (SI2006 no5) for contracts above the threshold, a PCT must also fully comply with its own internal standing financial orders and standing financial instructions for all contracts below this threshold.  These will include authority limits unique to an individual PCT and determine the authority regime for contract awards, e.g. stages requiring board approval, or in some cases, approval from the Strategic Health Authority, delegation of duties, minimum number of suppliers to be invited to tender etc. 

Appendix 2
The use of Efficiency Gains (Savings)

1. Savings can only be used for patient services or directly attributable management costs.

2. Localities/Practices should draw up an agreement for how they intend to use efficiency gains.  The Joint PEC Commissioning Committee will make a recommendation on this proposal to the PCT Board.

3. The Joint PEC Commissioning Committee will wish to see that the following issues are being taken into account when recommending proposals to the board for approval.

· The contribution the proposed service changes make to the PCT Financial Recovery Plan, demand management, key NHS planning framework targets, the implementation of the white paper on public health and the overall financial position of the PCT.

· The benefits to patients

· The extent to which the proposals demonstrate a whole system solution.

· The management of risk without suppressing innovation. 

· The anticipated health gains

· Proposals providing appropriate and effective care.

· Value for money.

· That localities/practices have the agreement of district nurses, health visitors, allied health professionals, school nurses, adult care services, etc when making any commissioning decisions for patients who are also the responsibility of other primary care practitioners.

· Front-line staff have been involved in the commissioning decision and in the use of resources that have been freed up.  This is particularly relevant for nursing teams, therapists and integrated care teams with regard to long-term care, end of life care and public health nursing services.

Appendix 3

(Ginny Snaith to be requested specifically review this section)

Integrated Governance Information on delegation (PCTs)

Extracted from the PCT integrated governance framework

5.
ARRANGEMENTS FOR THE EXERCISE OF TRUST FUNCTIONS BY DELEGATION

5.1

Delegation of Functions to Committees, Officers or other bodies
5.1.1
Subject to such directions as may be given by the Secretary of State, the Board may make arrangements for the exercise, on behalf of the Board, of any of its functions by a committee, sub-committee appointed by virtue of Standing Order No. 4, or by an officer of the Trust, or by another body as defined in Standing Order 5.1.2 below, in each case subject to such restrictions and conditions as the Trust thinks fit.

5.1.2
Section 16B of the NHS Act 1977 allows for regulations to provide for the functions of PCTs to be carried out by third parties. In accordance with The Primary Care Trusts (Membership, Procedure and Administration Arrangements) Regulations 2000 the functions of the PCT may also be carried out in the following ways:

(i)
by another PCT;

(ii)
jointly with any one or more of the following:  Strategic Health Authorities, NHS trusts and other PCTs;

(iii)
by a Special Health Authority (SHA) or by a committee, sub-committee or officer of a SHA;

(iv)
by arrangement with the appropriate Strategic Health Authority or PCT, by a joint committee or joint sub-committee of the PCT and one or more other health service bodies;

(v)
in relation to arrangements made under S63(1) of the Health Services and Public Health Act 1968, jointly with one or more Strategic Health Authorities, SHAs, NHS Trusts or other PCTs.

5.1.3
Where a function is delegated by these Regulations to another PCT or SHA, then that PCT or SHA exercises the function in its own right; the receiving PCT has responsibility to ensure that the proper delegation of the function is in place.  In other situations, i.e. delegation to committees, sub committees or officers, the PCT delegating the function retains full responsibility.

5.2
Emergency Powers and urgent decisions


The powers which the Board has reserved to itself within these Standing Orders (see Standing Order 2.9) may in emergency or for an urgent decision be exercised by the Chief Executive and the Chairman after having consulted at least two non-officer members. The exercise of such powers by the Chief Executive and Chairman shall be reported to the next formal meeting of the Trust Board in public session for formal ratification.

5.3
Delegation to Committees

5.3.1

The Board shall agree from time to time to the delegation of executive powers to be exercised by the Executive Committee, other committees, or sub-committees, or joint-committees, which it has formally constituted in accordance with directions issued by the Secretary of State or the Strategic Health Authority. The constitution and terms of reference of these committees, or sub-committees, or joint committees, and their specific executive powers shall be approved by the Board or by the Executive Committee in respect of its sub-committees.

5.3.2
When the Board is not meeting as the PCT in public session it shall operate as a committee and may only exercise such powers as may have been delegated to it by the PCT in public session. 
5.4
Delegation to Officers

5.4.1
Those functions of the PCT which have not been retained as reserved by the Board or delegated to the Executive Committee, other committee or sub-committee or joint-committee shall be exercised on behalf of the PCT by the Chief Executive. The Chief Executive shall determine which functions he/she will perform personally and shall nominate officers to undertake the remaining functions for which he/she will still retain accountability to the PCT. 

5.4.2
The Chief Executive shall prepare a Scheme of Delegation identifying his/her proposals which shall be considered and approved by the Board. The Chief Executive may periodically propose amendment to the Scheme of Delegation which shall be considered and approved by the Board. 

5.4.3
Nothing in the Scheme of Delegation shall impair the discharge of the direct accountability to the Board of the Director of Finance to provide information and advise the Board in accordance with statutory or Department of Health requirements. Outside these statutory requirements the roles of the Director of Finance shall be accountable to the Chief Executive for operational matters.

5.5
Schedule of Matters Reserved to the Trust and Scheme of Delegation of powers
5.5.1
The arrangements made by the Board as set out in the "Schedule of Matters Reserved to the Board” and “Scheme of Delegation” of powers shall have effect as if incorporated in these Standing Orders.

5.6
Duty to report non-compliance with Standing Orders and Standing Financial Instructions
If for any reason these Standing Orders are not complied with, full details of the non-compliance and any justification for non-compliance and the circumstances around the non-compliance, shall be reported to the next formal meeting of the Executive Committee and the Board for action or ratification. All members of the Trust Board and Executive Committee and staff have a duty to disclose any non-compliance with these Standing Orders to the Chief Executive as soon as possible.

PAGE  
2
C:\DOCUME~1\MARKJO~1\LOCALS~1\Temp\Framework Template_v2.1_140606.doc

