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Purpose  
 
This report summarises the work of the Audit Committee 2009/10, including the Audit 
Committee’s self-assessment and the draft work plan for 2010/11.  The report 
provides a summary of the Committee’s activities during the financial year 
2009/10, in order to evidence the effectiveness and impact of the Committee by 
demonstrating compliance with its Terms of Reference.  
 
Under its terms of reference, the Audit Committee is required to produce a brief 
annual report on its activities for consideration by the Board. The Audit 
Committee minutes have been presented to the Board on an ongoing basis. This 
report supplements that process. 
 
Background 
 
The Audit Committee is the senior committee of the Board.   It is one of only three 
standing committees that Trust Board is required to appoint. The others are 
Remuneration and Charitable Funds.  To support best governance and following 
Historical Due Diligence reports from Ernst & Young as part of the Monitor inspection 
process, a Finance Committee was established January 2009 and an Integrated Risk 
and Governance Committee (IRGC) was established in December 2009.  Both are 
formal sub committees of the Board.   
 
The Committee is composed solely of Non-Executive Directors and the Trust 
Chairman and Chief Executive are excluded from membership of the Committee. 
This report sets out how the Committee met its revised terms of reference, approved 
by the Board in March 2009 and met the standards set out in the Audit Commission 
handbook issued December 2005.  
 
Work Programme 2009/10  
 
The Audit Committee programme of work is agreed at the start of each year. The 
programme for 2009/10 was approved by the Trust Board and has been achieved in 
the year.  
 
The Committee met five times and was quorate on each occasion.  The Director of 
Finance, Deputy Director of Finance, Medical Director, Head of Risk, Financial 
Controller, the Trust’s Internal and External Auditors and Local Counter Fraud 
Service and the Trust Secretary were in attendance at each meeting.  The Chief 



Executive attended the June meeting and particular Executive Directors were asked 
to attend for limited assurance reports or on matters of particular concern to the 
Committee. 
 
 In relation to the Committee’s principal role “to comment on the adequacy and 
effective operation of the organisation’s internal control system” the Committee at its 
June 2009 meeting reviewed the Annual Accounts and gained satisfactory assurance 
from the External Auditors on the process followed and responses from the Trust on 
issues raised in the letter of representation. The Statement of Internal Control was 
also reviewed as well as the supporting Head of Internal Audit opinion. The 
Committee was able to recommend the Board to approve the Annual Accounts and 
Statement of Internal Control.   
 
The Committee invested considerable efforts in improving the format and content of 
the Board Assurance Framework and feels that significant progress had been made 
in 2009/10 in aligning the principal strategic risks with those in the 5 Year Integrated 
Business Plan and the Annual Plan. The Assurance Framework is presented to every 
Audit Committee by the Medical Director/Director for Patient Safety and the 
Committee were able to note that it was now ‘owned’ by the relative Executive 
Directors and that it was being used as a live document to reduce the level of 
organisational risk 
 
However, the Committee were concerned about the overall embededness of risk in 
the organisation.  This was raised as a concern with the Trust Board and directly with 
the Chief Executive in June 2009.   This concern was confirmed by the original HDD 
review in July 2009 by Ernst & Young who came to a similar conclusion.  The 
Committee notes that this was recognised by the Trust who have changed the 
General Governance Committee to a formal sub committee of the Board, Chaired by 
a risk qualified Non Executive and renamed the Integrated Risk and Governance 
Committee.   
 
Members of the Audit Committee worked with the Trust to ensure the Terms of 
Reference for both committees were clear and that there were no overlaps, or more 
importantly no gaps between Audit, Integrated Risk and Governance and the Finance 
Committees.  The Committee feel the new governance and risk arrangements are a 
significant improvement and, in particular, that the IRGC will be able to take a more 
in depth and integrated view of the risk registers than has been possible at the Audit 
Committee.  
 
The Committee reviewed the Healthcare Commission (HCC) Standards for Better 
Health Declaration in April 2009. This was presented by the Medical Director as the 
Executive Lead for the HCC declaration. The committee satisfied itself that the 
internal process for validating the self-assessment was robust and gained assurance 
that the declaration presented an accurate reflection of the core standards in the 
Trust.   The Committee notes that the HCC has been replaced by the Care Quality 
Commission (CQC) and will monitor the process of registration that the Trust is 
required to undertake and the relevant declarations that are made. 
 
Internal Audit 
 
The Committee gains assurance about the adequacy and effectiveness of internal 
control in-year from the Audit reports it receives from the Trust’s Internal Auditors 
(Bentley Jennison) The Committee also notes that Bentley Jennison changed their 
name in January 2010 to RSM Tenon.   



 
In February the Committee approves an Internal Audit plan for the coming year. The 
Internal Auditors carried out the 28 reviews and were able to provide the Committee 
with satisfactory or substantial assurance in 26 cases. For reports rated with limited 
assurance, the Committee asks the relevant responsible Director to attend and report 
on action being taken.  The Committee were please to note that there was only one 
limited assurance update report in 2009/10 and this was received in September 2009 
from the Director of Workforce on Appraisals.   
 
The committee also reviews whether significant recommendations agreed by 
management are followed up in a timely and satisfactory manner and the list of 
significant recommendations, which are currently overdue, is attached as Appendix A 
 
 
External Audit 
 
The Committee also gains assurance from the work of its external auditors Grant 
Thornton The HoIA opinion, presented to the April meeting, and the External Audit 
Annual Audit letter presented at the September meeting further support these. Both 
internal and external audit have in place systems to review compliance with previous 
audit recommendations and the outcome is reported to the Audit Committee.  
 
The Committee reviewed progress on the plan to improve the Healthcare 
Commission’s (HCC) Use of Resources rating. This was judged Good in the 2008/09 
assessments and the corporate objective is to retain at least good in the 2009/10 
assessment. The committee felt reassured that the revised approach akin to the 
Trust standards for better health declaration was robust and received reports on 
progress throughout the year. The Committee gained further assurance that the Trust 
was on target to achieve the corporate objective from the External Audit interim 
review on the HCC use of resources rating for VFM, Financial Management and 
Internal Control reported to the March and September meetings. The External 
Auditors had assessed each area as good; this outcome is subject to internal and 
external moderation and could change.  
 
The other areas financial standing and financial reporting will be assessed as part of 
the annual accounts process and the final outcome will be reported to the Board in 
September 2010 
  
 
Counter Fraud 
 
The Committee ensures there is an effective counter-fraud service established by 
management and that it meets mandatory NHS Internal Audit Standards. It also 
provides appropriate independent assurance to the Audit Committee, Chief 
Executive and Board. The appointment of the Counter Fraud service is 
contracted through Internal Audit. 
 
The Committee reviews and approves the Counter Fraud strategy, programme of 
work, ensuring that this is consistent with the audit needs of the organisation.  
The Audit Committee agreed the Counter Fraud Annual Plan for 2009/10 and 
progress is reviewed at every meeting. 
 



Standing Items for each Meeting 
 
The Committee has reported on the following items as standing items at each 
meeting to provide assurance to the Board that the Trust has complied with the 
Trust regulations and Standing Orders: 
 

• Report on Waiver of Standing Orders; 
• Review of Register for Hospitality and Gifts; 
• Report of Losses and Special Payments 
 

Review of Committee Administrative Arrangements 
 
The Committee has met the minimum requirement for the number of meetings in 
the year and has been quorate.  Requirement to send papers out 5 working days 
has been met consistently through the year. There have been some instances 
where individual papers have with agreement been sent out after the 5-day 
deadline. 
 
Self Assessment 2009/10  
 
The Audit Committee has completed the self-assessment in line with the Audit 
Committee Handbook and is able to report that in line with the Terms of 
Reference, the Non Executive Members have agreed a self- assessment form.  
 
The Committee self-assessment identified that the appropriate level of 
compliance had been achieved in the criteria categorised Level 1 “must do”.  For 
the Level 2 “should do” there were some concerns raised amongst the newer 
members of the Committee regarding training and knowledge of the organisation.    
It was agreed there were no scope restrictions placed on Internal Audit.  For Level 3 
“could do” all were achieved. The self-assessment is attached as appendix B for 
information. 
 
Work Plan 2010/11 
  
The Committee has agreed a draft work programme for 2010/11 (Appendix C), this 
has been agreed with Internal and External Audit.   The Committee will monitor this 
work programme throughout the year and will be flexible to change as required.  
 
The Committee is required to keep up to date and it achieves this in a number of 
ways. Formal training sessions, update papers included in the Audit Committee 
agenda and through the development of personal development plans in discussion 
with the Chairman of the Trust.  
 
As part of the self-assessment the Committee is required to assess whether it 
provides value for money. The Committee requires significant commitment from non-
executive and executive directors and other external and internal individuals. It 
conducts its business based on an agreed work programme that is completed in 
timely and professional manner. It discharges the obligations placed on it through the 
Audit Committee Handbook 2005 in full. In addition it identifies areas of risk to the 
Trust and ensures focus is maintained on those areas. It maintains an overview of 
the costs of internal and external audit. The Committee judges that it does provide 
value for money. 



 
Conclusion and recommendation  
 
The Audit Committee believes that it has demonstrated that it has met its duties set 
out in its terms of reference and continued to develop as demonstrated by the 
revised self-assessment.  
 
The Audit Committee has fulfilled the approved work programme 2008/09 and so has 
fulfilled its role as the Board’s senior sub committee and enables it “to comment on 
the adequacy and effective operation of the organisation’s internal control system”.  
 
The Committee noted the recommendation that a qualified accountant should chair 
the Committee and I am delighted to hand over to Sarah Connor with effect from the 
start of the 2010/2011 financial year. In doing so I would like to express my thanks for 
the excellent support and assistance I have received from colleagues officers and 
external advisors. 
 
 
 
 
Colin Gordon 
Chairman 2009/10 
May 2010 
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