ANNUAL ACCOUNTS OF THE PRESCRIPTION PRICING AUTHORITY 2001-2002

STATEMENT OF THE CHIEF EXECUTIVES RESPONSIBILITIES AS THE
ACCOUNTABLE OFFICER OF THE ORGANISATION

The Secretary of State has directed that the Chief Executive should be the Accountable
Officer to the organisation. The relevant responsibilities of Accountable Officers are set
out in the Accountable Officers Memorandum issued by the Department of Health.

These include ensuring that:

- there are effective management systems in place to safeguard public funds and assets and
assist in the implementation of corporate governance;

- value for money is achieved from the resources available to the authority;

- the expenditure and income of the authority has been applied to the purposes intended by
Parliament and conform to the authorities which govern them;

- effective and sound financial management systems are in place; and

- annual statutory accounts are prepared in a format directed by the Secretary of State with
the approval of the Treasury to give a true and fair view of the state of affairs as at the end
of the financial year and the net operating cost, recognised gains and losses and cash flows

for the year.

To the best of my knowledge and belief, | have properly discharged the responsibilities set
out in my letter of appointment as an Accountable Officer.

SIONBA. . e Chief Executive
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STATEMENT OF MEMBERS RESPONSIBILITIES IN RESPECT OF
THE ACCOUNTS

The Members are required under the National Health Service Act 1977 to prepare
accounts for each financial year. The Secretary of State, with the approval of the
Treasury, directs that these acounts give a true and fair view of the state of affairs of the
organisation and the net operating cost, recognised gains and losses and cash flows for
the year. In preparing these accounts, Members are required to:

i. apply on a consistent basis accounting policies laid down by the Secretary of State
with the approval of the Treasury;

ii. make judgements and estimates which are reasonable and prudent;

iii. state whether applicable accounting standards have been followed, subject to any
material departures disclosed and explained in the accounts.

The Members are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the organisation and to enable
them to ensure that the accounts comply with requirements outlined in the above
mentioned direction of the Secretary of State. They are also responsible for safeguarding
the assets of the Prescription Pricing Authority and hence for taking reasonable steps for
the prevention of fraud and other irregularities.

The Members confirm to the best of their knowledge and belief they have complied with
the above requirements in preparing the financial statements.

SN, e e Chief Executive
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STATEMENT ON INTERNAL CONTROL

The Board is accountable for internal control. As Accountable Officer, and Chief Executive
Officer of this Board, | have responsibility for maintaining a sound system of internal
control that supports the achievement of the organisation’s objectives, and for reviewing its
effectiveness. The system of internal control is designed to manage rather than eliminate the
risk of failure to achieve these objectives; it can therefore only provide reasonable and not
absolute assurance of effectiveness.

The system of internal control is based on an ongoing risk management process designed to
identify the principal risks to the achievement of the organisation’s objectives; to evaluate
the nature and extent of those risks; and to manage them efficiently, effectively and
economically. The system of internal control is underpinned by compliance with the
requirements of the core Controls Assurance standards:

- Governance
- Financial Management
- Risk Management [Risk Management System standard for 2001/2002]

The Authority has continued to target the achievement of level 2 status by 31 March 2003
and remains on course to do so. The majority of the procedures necessary for embedding
risk management and achieving compliance with Controls Assurance are already in place
and | plan to have all the necessary remaining procedures in place during the financial year
2002/2003 so that they are fully operational to meet the Treasury guidance.

The actions taken so far include:

- The Authority has undertaken a self-assessment exercise against the core Controls
Assurance standards (Governance, Financial Management and Risk Management). An
action plan has been developed and implemented to meet the remaining gaps.

- The Authority has in place arrangements to monitor, as part of its risk identification and
management processes, compliance with other key standards, including relevant Controls
Assurance standards covering areas of potentially significant organisational risk.

- Discussions have taken place with other Special Health Authorities to compare practices
and develop meaningful best practice knowledge.

- Risk management has been embedded within the Authority’s strategic planning process to
assess the potential risks to achieving the business objectives.

- Awareness training has been provided to staff across the Authority including the
Management Board and Authority members.

- Risk awareness training has been introduced as part of the staff induction process.

- Our internal audit provision has been changed to a risk based approach to compliment the
Controls Assurance development and has covered all areas of the Authority.
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In addition to the actions outlined above, in the coming year it is planned to:

- Further explore the opportunities of benchmarking, both internally across the various
operational units and extremely with other Special Health Authorities.

- Continue to open the risk management process to a wider audience including the use of
root cause analysis and developing the reporting of *near misses” to reflect the true
position.

As Accountable Officer, | also have responsibility for reviewing the effectiveness of the
system of internal control. My review of the effectiveness of the system of internal
control has taken account of the work of the executive management team within the
organisation who have responsibility for the development and maintenance of the internal
control framework, and of the internal auditors. | have also taken account of comments
made by external auditors and other review bodies in their reports.

SIgNBA. e s Chief Executive



