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Practice Based Commissioning Governance Agreement

Between NHS Brent and Practice Based Commissioners 2009/10
Red narrative = changes from 08/09 Agreement
Yellow highlight = where comments/clarification is required 
Introduction
The 2009/10 Agreement replaces the 2008/09 PBC Governance Agreement. It reflects the positive development of practice based commissioning (PBC) in Brent over the past year, particularly in relation to the following: 

· greater emphasis on cluster level rather than GP Practice level working
· greater emphasis on cluster commissioning objectives, outcomes, and longer term plans

· explicit linkage of incentive payment to plan outcomes (not just budget management)

· stronger performance management ethos and framework

· greater range of PBC indicative budgets

· PBC business systems development
· supporting clinical engagement though the Brent GP Federation and PBC Commissioning Executive
1. Purpose
1.1
The Department of Health (DH) guidance for 2007/08, Practice based commissioning: practical implementation (November 2006) emphasises the importance of clear governance and accountability to ensure clarity of roles and responsibilities within PBC.  

1.1. The overall aim of governance and accountability as it relates to PBC, is to balance public accountability for the effective use of taxpayers’ funds, with the minimum bureaucracy for practices to deliver real improvements for patients. Brent PCT requires all clusters and/or individual practices who wish to actively participate in PBC to sign up to this Governance Agreement for the coming financial year. 
1.2. The purpose of this agreement is to set a framework for how PBC will be taken forward in Brent in 2009/10. The Agreement details the framework under which practice based commissioners and the PCT will operate to ensure that tangible PBC outputs are delivered in 2009/10.  This document will replace the Practice Based Commissioning Governance Agreement 2008/09 and details the local incentive scheme (LIS) for 2009/10.  It takes account of:
· Recommendations made by the Audit Commission on making PBC more effective in Putting commissioning into practice (published November 2007).
· DH guidance on Practice based commissioning – budget setting refinements and clarification of health funding flexibilities, incentive schemes and governance (issued December 2007).
·  ‘Clinical commissioning: our vision for practice-based commissioning’ which sets out the principles for re-invigorating PBC locally and specifies what support is necessary from PCTs in order to help PBC develop. More detailed guidance will follow in year (March 2009). 

· The DH Operating Framework for the NHS in England 2009/10 which states PBC as providing the clinical leadership at the heart of World Class Commissioning (December 2008). 
  
2. Principles
2.1. The PCT views PBC as a key driver of local NHS service improvement.  PBC provides levers for innovative service re-design and modernisation, improved utilisation of financial resources, and decision-making closer to patients.  In addition, PBC is seen as an essential counter balance to Payment by Results (PBR), the system of funding for much of secondary care activity.

2.2. A number of shared principles between practices and the PCT will guide the development of PBC in Brent:

· To work to improve health and ensure reduced health inequalities in the local population identified in the Brent Joint Strategic Needs Assessment (JNSA) 
· To ensure the provision of high quality services, in line with the Healthcare Commission recommendations and Standards for Better Health (Department of Health, 2004)

· To ensure patients have timely and equitable access to primary, secondary and tertiary healthcare services

· To work to ensure the full delivery of the 18 week maximum referral to treatment waiting time

· To ensure the development of cost effective alternatives to secondary care services within the community, referring only those patients to secondary care who clinically require it

· To ensure that patient and public involvement plays a central role in the commissioning process

· To work to deliver local strategies around Patient’s Choice, Choose and Book and Payment by Results

· To operate within a mutually agreed strategic direction in line with national and local priorities, outlined within the NHS Brent Commissioning Strategy Plan (CSP) 2008 to 2013.  
2.3. To support PBC in Brent, the PCT will undertake the following as set out in this agreement:

· Detail expectations of PBC commissioners
· Adhere to the principles contained PBC: Practical Implementation (Department of Health, November 2006) and ‘Clinical commissioning: our vision for practice-based commissioning’ (Department of Health, March 2009)
· Outline governance and accountability arrangements for PBC (including budget holding responsibility and use of incentive payments)

· Detail support for commissioning activities, working with practice based commissioners to provide the tools and support they need to effectively discharge their commissioning responsibilities
· Provide a local incentive scheme to support clinical engagement in a meaningful way and within a framework of alignment to PCT goals and objectives to also encourage innovation and service redesign

3. Individual practice and consortium level commissioning

3.1. The national guidance details compelling reasons for PCTs to encourage practices to come together into commissioning groups or clusters.  This reduces duplication and allows for the sharing of risk.  Smaller commissioning bodies are more exposed to fluctuation in activities and hence risk associated with meeting financial balance. 
3.2. In order to maximise the effectiveness of PBC and to deliver the above objectives, Brent PCT strongly encourages every practice to participate as part of a consortium arrangement for PBC.  The Local Incentive Scheme for 2009/10 provides rewards for cluster working.     

3.3. The Independent GP Practices will be asked if they plan to continue to operate independently or wish to join an existing PBC cluster. If a practice does not wish to be involved with the cluster and to remain independent, the PCT will provide proportional support to the practice.  
3.4. Clusters will be asked how they wish to operate under PBC for 2009/10 by confirming their individual organisational arrangements.
4. Governance
4.1. The Department of Health guidance emphasises the importance of clear governance and accountability to ensure clarity of roles and responsibilities.  This governance agreement contains all major components setting out how PBC will operate.
4.2. Brent PCT is committed to supporting the development and implementation of PBC to enable effective commissioning of health care services for our registered population.
4.3. Practice based commissioners are accountable to the PCT for achieving best value within their budget and for delivering an agreed PBC commissioning plan. 
4.4. The PCT has a statutory responsibility to achieve financial balance. Practice based commissioners, once they have accepted a budget, have a responsibility to manage within it.
4.5. The PCT expects practice based commissioners to formally sign this Governance Agreement for 2009/10, as a necessary pre-condition to taking responsibility of a budget.  Both parties will need to adhere to its provisions.  
4.6. Responsibility for governance arrangements for PBC will be held by a sub-committee of the PCT Board – the PBC Governance Sub-Committee.  This Committee is chaired by a non-executive director of the PCT and its membership includes Board and PEC members, PCT Directors (Public Health, Strategic Commissioning, Primary and Community Commissioning and Finance and Performance) and includes an LMC observer.  This group will meet bi-monthly or quarterly according to the needs of its work programme. The Committee will be responsible for:

· Establishing and ensuring adherence to a clear local framework of corporate and clinical governance and accountability that incorporates all relevant national guidance
· Signing off PBC budget methodology
· Assessment and approval of outline 3-5 year PBC commissioning objectives  submitted by clusters
· Monitoring cluster performance against plan outcomes in year and ensuring corrective action and catch up where appropriate

· Assessing the payment of the PBC local incentive scheme for 2009/10 in relation to plan outcomes. 
· Assessment and approval of PBC business cases and cases for savings submitted by cluster throughout the year 

· Ensuring value for money and clinical and corporate governance arrangements and improved patient services are established for any proposed service change

· Providing guidance on public consultation, avoiding conflicts of interest and tendering requirements as a result of any proposed service change.

4.7. In order to fulfil those responsibilities the Committee will:

· Review and agree budget methodology

· Establish a planning cycle for commissioning

· Establish an approval cycle for business cases and savings cases including assessment criteria 
· Clearly apply the criteria and mechanisms by which commissioning plans are assessed (including full adherence to the principles outlined in this Governance Agreement – Annex A)
· To provide minutes and committee reports to the PCT Board detailing the decision-making of the group

· To notify the Brent Local Medical Committee of committee assessments and decisions

· Take all reasonable steps to ensure any potential conflicts of interest within the above processes are identified and addressed appropriately. 
4.8. The Committee will make regular reports to the Board and will be the lead group for all governance arrangements for PBC. 
5. Quality and clinical outcomes through commissioning – developing PBC Commissioning Plans for 2009/10  (Annex A)
5.1. Clusters are expected to work with the PCT to ensure that patients have access to cost effective and clinically appropriate alternatives to hospital care in the community, and the priority areas for action have been identified and addressed. 

5.2. The PCT is the statutory body for commissioning services for the population of Brent.  Under PBC, PCTs remain accountable for all the funds allocated to them by Secretary of State and for ensuring fair access to high quality services for their populations, within the resources made available to them (Department of Health, 2006). 

5.3. PCTs are also responsible for ensuring that services meet all national and local quality standards and accreditation, especially specific controls assurance standards on patient safety.  PCTs are accountable for this to the Secretary of State via SHAs (Department of Health, 2006).
5.4. All services commissioned must comply with Standards for Better Health and other quality outcomes included within the National Service Frameworks.  
5.5. In 2009/10 it is anticipated that clusters will focus upon the following key areas within their commissioning objectives:

i) Demand Management: 

A Demand Management Sub-Group of the PBC Executive has been established to own, co-ordinate and drive all demand management initiatives across the PCT, in order to ensure improved patient care closer to home and through secondary care shifts to primary care where appropriate. Work streams include the development of protocols or criteria for referrals, to reduce referrals to secondary care in line with the CSP activity reductions for the following out-patients (as a minimum):
Trauma & Orthopaedics.

Ophthalmology.

Cardiology.

Dermatology.

Gynaecology.

· Clusters are also required to introduce two PCT wide pathways (to be adopted across all five clusters)
· Supporting clinical change where appropriate to reverse the increase in emergency A&E attendances and urgent admissions
ii) Primary & Community Care Strategy Implementation: 

Plans will include key objectives to implement the primary and community care strategy. Improved primary and community care will lay the foundation for more ambitious demand management and care of patients with long term conditions. 
iii) Support to the delivery of the CSP and WCC initiatives 

iv) Prescribing improvements in line with the agreed prescribing incentive scheme 
v) PBC business and engagement systems development to strengthen PBC. Key actions will be identified from the PBC Development Framework Diagnostic (Phase One, April 2009).  

5.6. Clusters will also examine their comparative referral patterns and work on reducing unexplained variations in practice, so that registered patients within Brent benefit from consistent, evidence-based practice and high standards of personal care from their local surgery.
5.7. Clusters are encouraged to look at the nine High impact changes for practice teams published by the Improvement Foundation and the Institute for Innovation and Improvement.  

5.8. A commissioning plan template is attached at Annex A which clusters are required to use.

6. Financial Management and budget setting 2009/10 (Annex B and F)
6.1. The PCT has a statutory duty to maintain financial balance and can only allocate indicative budgets to practices based on the budget available. 

6.2. PBC budgets will be set annually and will reflect the budget signed off by the PCT Board for that year.  A risk reserve will be separately identified within practice budgets.  This reserve will be held centrally by the PCT. Any  under/overspend at the end of the year will be allocated pro-rata to initial contributions
6.3. All parties to this agreement are determined to ensure robust financial management is in place.  
6.4. Clusters will retain 70% of savings where they have submitted a ‘savings’ business case using the approved template (Annex E) and this has been approved by the PCT Investment Panel. 
6.5. If the PBC indicative budgets are overspent by a minimum of 5% the practice based commissioner will be required to produce a recovery plan with support from the PCT. Where a cluster is projecting an overspend at the end of month six, the practice based commissioner will be required to produce a recovery plan with support from the PCT to bring the budget back into balance by the year end. Alternatively, the PCT could seek to retrieve the budget responsibility.
6.6. The budget setting process for 2009/10 was developed in collaboration with PBC leads, and recommended for PCT Board approval by the PBC Governance Sub-Committee. 
7. Flexible use of NHS resources through practice based commissioning to improve health and well being
7.1. The Next Stage Review Interim report encouraged practice based commissioners to use existing powers to use NHS funds more flexibly to secure alternatives to traditional NHS provision.  Practice based commissioning – budget setting refinements and clarification of health funding flexibilities, incentive schemes and governance proposes that PCTs should agree with practice based commissioners a menu of local flexibilities to support their achievement of local and national priorities informed by needs assessments and reflecting priorities in Local Area Agreements.  

7.2. For 2009/10 we expect clusters to use these local flexibilities where they will support demand management plans, or in the development of primary and community care services in line with the strategy. 
7.3. Where practice based commissioners wish to use savings to develop primary and community based services they will need to submit a ‘savings’ business case (Annex E). Where clusters under spend against budget on the basis of agreed ‘savings’ plans, the practice will receive 70% of the freed up resource (Annex E).  

7.4. The PCT will consider pump priming developments required to achieve savings on the budget, subject to submission and approval of a business case by the PCT Investment Panel. These costs would be off set against the freed up resources.

8. Local Incentive Scheme 2009/10 (Annex C)
8.1. The PCT consulted with PBC Leads and issued a revised local incentive service (LIS) for PBC in 2009/10.  The details of the LIS are contained in Annex C. The principal elements are:

· Clusters will sign up to a range of indicative budgets based on 2008/09 financial outturn.  
· Clusters will receive a financial incentive based on two elements. Development and approval of a cluster commissioning plan and performance against agreed outcomes, which will be measured throughout the year as part of the performance monitoring framework. This incentive is designed to encourage cluster working and to maintain clinical engagement. There will be flexibility for clusters to distribute the incentive payment to Practices or to maintain the incentive at cluster level – or a mix of the two – but within a clear accountability framework. Practices that operate independently will not be eligible to the incentive payment.
9. Business cases and freed up resources (Annexes D and E)
9.1. The Audit Commission has recommended that PCTs review the structures they have in place to ensure business cases are robust, reviewed on a timely basis and adequate attention is given to assessing the cost and benefits of any changes.  As outlined above the PBC Governance Sub-Committee will consider business cases.  

9.2. Where a cluster implements a plan that results in a GP Practice being commissioned to provide an enhanced service to replace a hospital service, then the primary care tariff received by that Practice will be reported as performance against the cluster budget. This will ensure that the cost of the new primary care service is taken into account when calculating budgetary savings.

9.3. An annual review will be held to ascertain levels of savings generated by clusters against PBC budgets.  Resources freed up will be split between the practice and the PCT in the following way: after any costs of re-provision to PBC or wider PCT budgets (for example, non PBC budgets), have been taken into account, clusters will be able to re-invest 70% of the remaining savings.  The PCT will retain 30% of any savings made via PBC. 
9.4. Savings by cluster can be spent in the areas specified in Annex E and PCT approval is required before the savings are released to a cluster.

10. Communications Strategy and Patient Involvement

10.1. The PCT is committed to full and appropriate patient and public involvement within the commissioning process.  The PCT will work with PBC to agree a work programme and approve methodologies to communicate with stakeholders and involve patients. 
10.2. The NHS needs to be accountable for its actions to the public and arrangements for PBC in Brent will reflect this. PBC will seek to engage local populations to derive a wider understanding of demands, resources and needs, to develop strategies for change, and to improve accountability to and co-operation with patients to improve clinical outcomes. It is vital that commissioners can demonstrate meaningful engagement` with patients and encourage patient participation in the redesigning of services.
11. Roles and responsibilities and PBC Support (Annex I)
11.1. A small PCT team supporting PBC was established in early 2008.  During 2008/09 additional support was made available to clusters through the appointment of 5.0wte PBC administrators. Specific agreements will be made with Finance, Public Health, Informatics, Strategy and Development about the level and nature of support that will be made available to PBC. Additional resources in Informatics, Public Health and Finance will be made in 2009/10 underpinned by service level agreements to support PBC.  Annex I describes the team and roles and responsibilities of the PCT and practice based commissioners are identified. 
11.2. During June 2008, a PBC Executive was formed with a minimum of 2.0wte representatives per cluster. Each representative has an agreed portfolio of responsibilities, underpinned by a service level agreement. This arrangement is subject to an annual performance review during 2009/10.
12. Performance Management

12.1. During 2009/10 there will be a stronger emphasis upon PBC performance management in-year. This will be achieved through agreed outcomes for each cluster and monitoring will be on the basis of progress made against quarterly milestones. The outcomes will be explicitly linked with the PBC incentive scheme in order to promote improvements during the year. 

12.2. During 2008/09, all but three GP Practices signed up to the PBC Governance Agreement. All five Cluster plans were approved prior to participating in PBC.  The PCT encourages practices to work together in undertaking PBC as this will enable:

· Practices to take a greater leadership role in the development of PBC within Brent

· Patients within a practice to benefit from a greater range of patient pathways being developed

· Resources to be pooled.

12.3. In 2009/10 Cluster performance will be reviewed against commissioning plan outcomes. This will be directly linked to the payment of the LIS achievement for 2009/10 and continued participation in PBC.  

12.4. For 2009/10, PBC plans and performance will be monitored on a quarterly basis by the PBC Governance Sub-Committee and also through face to face meetings with the cluster and the PCT PBC Team. 

13. Governance Agreement (Annex K)
13.1. Clusters are required to submit plans and sign the Governance Agreement by 18 May 2009 in order to qualify for participation in PBC and entitlement to incentive payments. 

14. Timetable for PBC Planning Cycle 
14.1. This is set out in the table below. 
	Activity
	Date
	By Whom

	Revised Governance Agreement following consultation with PBC Leads, PBC Exec, EMT, and PBC Governance Sub Committee 
	30  March 2009
	PBC Team


	Approve PBC Governance Agreement (subject to approval by PBC Governance Sub-Committee
	2 April 2009
	PCT Board

	Approve PBC Governance Agreement 
	15 April 2009
	PBC Governance Sub Committee 

	Issue 2009/10 budgets 
	15  April 2009

	Finance & Performance

	PBC Launch
	w/c 20 April 2009
	PCT & PBC Clusters

	Submit Cluster plans & signed Governance Agreement 

	18 May 2009
	PBC Clusters

	Recommend approval of PBC Plans 
	3 June 2009
	PCT Governance Sub Committee –

	Pay first instalment of LIS

	June 2009
	Finance



LIST OF ANNEXES 
(This is a total refresh from 08/09) Work in Progress: 
	Annex 
	Name
	Purpose / Change / Addition  from 08/09
	Who 

	Deadline 
By 30/3/09

	Annex A
	PBC Cluster Planning and Performance Management Process
	 Planning process & templates refined to become more aligned to PCT, streamlined, simpler, focussed, & outcome oriented. Provide objective basis for in year performance monitoring & management 
	ET
	

	Annex B
	Indicative Budgets 2009/10
	In line with ‘Clinical Commissioning Our Vision for PBC’ all budgets included within PBC by default and are ‘agreed out’. Aim to expand range of indicative budgets held by PBC during 09/10. 
	ET
	

	Annex C
	Local Incentive Scheme 2009/10
	Revised to align with plan outcomes focus in order to become a more powerful basis for incentive and PBC development. 
	ET
	

	Annex D
	Business case requirements
	New business case development flowchart & template agreed during 08/09 to be included
	VP
	

	Annex E
	Savings Requirements and Spend
	New savings template agreed during 08/09 to be included plus narrative on how savings accrued may be spent. 

	VP
	

	Annex F
	PBC Cluster Governance Arrangements
	New section making explicit requirement for Cluster bank account and more transparent procedures for managing budget, allocation and spend. 
	VP
	

	Annex G
	Roles,  Responsibilities, Performance, Accountability & Code of Conduct : 

· PBC Leads

· PBC Administrators


	New section

New appointments in year include the 5 PBC Administrators. Dual accountability to PBC and PCT needs to be clarified and reflected. Clear TORs for PBC leads and process for appraisal and (re-) appointment to be included. 
	ET
	

	Annex H
	Terms of Reference: Federation,  PBC Executive Committee, PBC Governance Sub Committee, Demand Management Sub Committee
	All required in one place to clarify responsibilities and linkages. Accountability framework organ gram to be included. 
Demand management sub committee is new therefore TORs are required here. 
	ET
VP help with Organ gram
	

	Annex I
	PCT S
upport to PBC
	Will be refreshed. Cross PCT support to be made clearer and accountability arrangements for ensuring agreed inputs are provided to be developed and agreed and overseen. PCT organisation structure (new).
	ET 
	

	Annex J
	Disputes Resolution Procedure  
	A new Annex
	VP/

TS
	

	Annex K
	Signatures of the parties to the Governance Agreement


	Similar basis to 08/09. 
	VP 
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