
 

 
 

Agenda item 77/10 
 
Public Board Meeting 27 May 2010 
 
Briefing: Audit Committee: 13 April 2010 
 
Presented by:  Sarah Connor, NED, Committee Chair  
 
 
Purpose 
 
I stated that between now and the September meeting I would be reviewing the new Audit 
Committee Handbook and any guidance from Treasury, to ensure that processes are in place for 
the Committee to gain positive and evidence based assurance. 
 
With regards to the Committee itself, I would be looking to ensure  
 

• the organisation gains value for money (vfm) from the Committee, especially the numbers 
of individuals at the meeting 

• papers should become shorter with key issues upfront and more focused 
• timings for papers need to be added to the agenda, authors were asked to inform DMcN 

when submitting a paper how long was required on the agenda 
• AoB would be removed from the agenda unless items were agreed to be added at the 

Chair’s discretion   
• the action log would become more pro active, combined with an earlier circulation of the 

minutes  
• all actions would be followed two weeks before each meeting and an update circulated with 

the papers. 
 
Following discussion it was agreed to stop providing sandwiches, just drinks at future meetings. 
 
Future meeting dates have been altered in order to fall prior to the public Board meetings. 
 
Integrated Risk & Governance Committee   
The Audit Committee now receives an update from IRGC in order to be fully informed of progress 
and issues. 
 
Board's Assurance Framework   
The Committee received briefing that this document and the high-level Risk Register are to be 
combined, which the Committee supports.  There was some debate as to whether review of this 
(now combined) document of significant risks (named the BAF) should be reviewed at IRGC or 
Audit Committee.  We agreed that it should be reviewed at both, but with different perspectives, in 
that Audit Committee should look for assurance that the process is sound, rather than review the 
content. 
 
We reviewed the Risk Register at this meeting, as the previous IRGC had not had time for a full 
review, but not the BAF, as it was the version previously presented to the Board.  The change in 
meeting timings will allow both IRGC and Audit Committee to review the risks / risk processes 
before the Board. 
 
It is clear that much progress has been made in dealing with recommendations for improvement, 



but there is still more to do, especially training on scoring and reporting, and acceptance of 
accountability.  The Risk Register still contains a significant number of open risks which are past 
their review date, and a few which do not yet have a score, and the Risk team is working with 
managers on all of these. 
 
Auditors' Local Evaluation (ALE)   
This is a methodology where External Auditors score Trusts to assess how well we manage our 
resources and deliver value for money.  There are 5 themes: 

• financial reporting 
• financial management 
• financial standing 
• internal control 
• value for money 

 
The scoring is: 

• 1 = below minimum requirements; inadequate performance 
• 2 = only at minimum requirements; adequate performance 
• 3 = consistently above minimum requirements; performing well 
• 4 = well above minimum requirements; performing strongly 

 
In 2008/09, we were assessed at level 3 for 4 themes, but only achieved level 2 for Internal Control 
(our overall score was 3). 
 
The Internal Control evaluation is about how well our internal control environment enables us to 
manage our significant business risks.  Our external auditors have given us a provisional 
assessment of level 3 for 2009/10, thanks to considerable effort from Colin Johnston's team.  I 
understand that the final assessment will also include what we have done in response to “Taking it 
on Trust”. 
 
However, we are working to get scores of 4 for financial reporting and financial standing, with an 
overall score of 3, and towards achievement of level 4 for 2010/11. 
 
Local Counter Fraud Specialist (LCFM)   
Our LCFM presented his end-of-year report, which was discussed.  We are content that progress 
has been made in raising awareness of the potential for fraud and of the work of the LCFS. 
 
We have scored 2 on the CFS Compound Indicator (out of levels 1 - 4), which is “adequate 
performance”.  56% of acute Trusts scored 2, and we are advised by our Internal Auditors that this 
is satisfactory.  The main reason for not scoring 3 is the CFS perception that we do not invest 
enough days in this work, but Internal Auditors and Finance, supported by Audit Committee are 
content that we do.  The time spent was 63% pro-active, 29% reactive, and 8% management. 
 
Our LCFS has had face-to-face contact with 24% of our staff to raise awareness, and conducted 8 
investigations (acute Trust average 6).  Subject to recovery (in progress) of £53k, the LCFS has 
saved the Trust £20k more than it cost. 
 
LCFS also presented the workplan for 2010/11, which has been agreed by Anna Anderson and 
was approved by Audit Committee.  Although the plan does not show an allowance for 
investigation work, there is budget set aside for anticipated cost. 
 
Audit Committee Annual Report  
Presented by Colin Gordon and included elsewhere in the agenda. 
 
Audit Committee Annual Work Schedule   
I presented the framework for agendas for 2010/11, noting that changes from 2009/10 include: 

• regular report from IRGC; 



• Finance report to be an exception report rather than the Board's finance report; 
• spring meeting to include progress update on SIC and annual accounts; 
• autumn meeting to include review of External Audit performance; 
• winter meeting to include review of Committee members contact with organisation / 

executives and training needs. 
 
We agreed suggestions from Colin Johnston that we also regularly receive an exception report on 
CQC registration; and Anna Anderson that the June meeting have a fuller agenda, covering the 
usual items, if time permits after the annual accounts review. 
 
 
SIC progress 
3 items for follow-up from the 2008/09 SIC were noted, together with a progress report which 
shows 2 closed, but that de-contamination will be included again in the SIC for 2009/10. 
 
New Policies 
We were presented with a new policy for accessing legal advice, but there was some debate as to 
whether this needed formal approval from Audit Committee, or any other group.  Finally, we agreed 
to note this new policy, but refer it back with a number of challenges to its content (noted in the 
minutes). 
 
Limited Assurance Internal Audit Report – Child Protection   
Audit Committee had already discussed this report in some detail at its draft stage at our February 
meeting.  Tracey Moran was unable to attend, but Sarah Childerstone was present. 
 
The Internal Auditor noted that the contents of the report have not changed with the exception of 
the submission of the management responses to the action plan.  Many of the actions have now 
been completed and they are content with progress made. 
 
We discussed again the issues of third party providers (there are over 60 and capturing information 
on training cannot be resolved quickly) and of mandatory training.  Sarah agreed to take a policy 
paper on the former to the Board, and updated Audit Committee on progress on the latter.  We also 
agreed that these issues should be recorded on the Risk Register. 
 
We also discussed the issue of mis-alignment of training records between the formal OLM system 
and the informal system in the work area, and received assurance that this only occurred in this 
area, has been resolved, and does not affect the quality of other training data on which Audit 
Committee or the Trust relies. 
 
Finance Paper   
Finance presented a progress update on the 2009/10 Annual Accounts, which are now under way.  
The first major reporting deadline has been met.  Final accounts will be presented to the Board 
for approval at a special meeting on 9 June, following review by Audit Committee. 
 
External Audit progress report   
Grant Thornton presented their report, which noted that there are no issues arising from their 
interim audit.  They also presented their Audit Approach Memorandum which includes a list of high-
risk areas – these are generic issues resulting from the public sector move to adoption of 
International Financial Reporting Standards (IFRS) and are not specific to us. 
 
Key audit issues include: 

• asset valuations and accounting resulting from the move to IFRS; 
• the accounting treatment of the income for Single Sex Accommodation; 
• the impact on the SIC of reviews by regulators (eg CQC); 
• the timetable itself, which is challenging. 

 
 



Internal Audit (IA) progress report   
RSM Tenon presented their report, which included the final reports on 5 audits and 1 advisory 
review: 

• Child Protection (limited assurance): noted earlier in this report; 
• Mandatory Training (adequate assurance): 7 recommendations (3 significant), all accepted 

and actions completed or in progress; 
• Financial Forecasting including Budget Setting (substantial assurance); 
• Financial Reporting including Cost Improvement Plan (substantial assurance); 
• Data Quality (18 weeks) (adequate assurance): 14 recommendations (4 significant), all 

accepted and actions in progress; 
• Claims & Litigation (advisory review). 

 
Questioned about the age of some reports, IA replied that they rely on the Trust turning draft 
reports around quickly.  It was agreed that drafts should be agreed and returned to IA within a 
month.  We also agreed that overdue reports will be added to the outstanding audit actions paper.  
Anna Anderson has agreed with IA that reports will be scheduled for specific Audit Committee 
meetings.  IA will draft a guide for our managers. 
 
IA agreed to Colin Johnston's request that they recognise where more than one Director has 
responsibility within the scope of an audit rather than selecting a lead Director. 
 
Head of Internal Audit Opinion   
Tim Merritt of RSM Tenon presented his draft opinion document.  His options are to issue an 
opinion of full, significant, limited, or no assurance that there is a generally sound system of 
internal control, designed to meet the organisation's objectives, and that controls are generally 
being applied consistently.  His opinion is that he can give significant assurance on ours (he noted 
that this is effectively a clean opinion and that he has never seen one giving full assurance). 
 
His opinion is, however, qualified by reference to the limited assurance from the Child Protection 
audit, which he noted that he has referred to in the past tense and has also made reference to our 
action plan.  It was agreed that the wording should be reviewed by Sarah Childerstone, Tracey 
Moran and Russell Harrison. 
 
He suggested that only his first paragraph should be included in our SIC:  “Based on the work 
undertaken in 2009/10, significant assurance can be given that there is a generally sound system 
of internal control, designed to meet the organisation's objectives, and that controls are generally 
being applied consistently.  However, some weakness in the design and inconsistent application of 
controls put the achievement of particular objectives at risk.”, and that we could refer to the Child 
Protection audit issues ourselves in less detail. 
 
Internal Audit Plan 2010/11   
This is still to be finalised, and we had had some debate at our February meeting about the 
necessity for and timing of some audits.  Internal Audit have worked with Anna Anderson to agree a 
list of audits for May through to August, which we approved subject to agreement by Colin 
Johnston of the need for an audit on Incident Reporting. 
 
A final plan for 2010/11 will be brought to the June Audit Committee meeting.  We recommended 
that this be approved beforehand by DSG, to ensure the organisation receives best value from the 
programme, and because many audits cut across more than one individual Director's area of 
responsibility. 
 
Outstanding Internal Audit recommendations   
An updated list is appended to the meeting minutes.  This shows significant progress in closing 
actions, but in truth should show none overdue!  We agreed that Directors with overdue actions will 
in future be invited to Audit Committee to discuss these.  It is worth noting that Internal Audit need 
time to agree that actions meet their recommendations before they are removed from the list. 
 



Going Concern   
It is good practice for the Trust formally to consider each year whether it is appropriate to compile 
its accounts on a going concern basis.  Anna Anderson presented a paper for discussion.  Audit 
Committee agreed preparation of the accounts on this basis and approved disclosure in the 
accounts that: “After making enquiries, the Trust directors have a reasonable expectation that the 
Trust has adequate resources to continue in operational existence for the foreseeable future.  For 
this reason, they continue to adopt the going concern basis in preparing the accounts.” 
 
Losses & Compensation   
Audit Committee approved the schedule, but asked for information in future of the actual marginal 
cost suffered in relation to big losses of income.  The biggest losses suffered in 2009/10, 
amounting to some £350k, relate to emergency admissions of overseas visitors, although it seems 
there may be an issue around deliberate intention to avoid payment (“medical tourism”). 
 
Gifts & Hospitality Register   
The Register shows significant progress, as it now includes all clinical staff.  I have requested that 
it is noted as reviewed by Colin Johnston. 
 
Points for Learning after Colchester / Basildon & Thurrock   
I drafted a brief paper following a presentation and discussion at an Audit Commission event for 
East of England Audit Committee Chairs.  It was circulated in hard copy to attendees (sent 
electronically to NEDs) due to the need for confidentiality. 
 
After discussion, and confirmation of some points by Colin Johnston, we agreed that other points 
are covered in the Francis Report on Mid Staffordshire NHS Foundation Trust, and so will be 
picked up when the Board discusses that report.  I can give you a copy if you would like to read 
this paper. 
 
Date of next meeting  is 9 June. 
 
In conclusion, please note that this report covers the minutes as well as the content of papers, 
and you should not need to read the minutes in addition. 
 
 
 
 
Sarah Connor 
Chair, Audit Committee 
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