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Following an Audit Committee review of the revised NHS Audit Committee Handbook (due to be 

published in 2011), we agreed to document the sources of assurance, on which we rely, and which 

we use to give The Board assurance that internal controls and risk management are operating 

effectively. 

 

To outline areas where we need to gain assurance, it is worth noting that the Handbook states that 

Audit Committees must: 

“..... consider the whole system of internal control ….. encompassing clinical, financial and 

operational risks ….. maintain a focus on achieving strong financial management ….. and consider 

and measure the potential impact of proposed cost reductions on the quality of healthcare …..” and 

“...challenge poor sources of assurance...”. 

 

The key areas where we give the Board assurance are: 

 the Board Assurance Framework (BAF) 

1. is the format appropriate? 

2. are the processes robust and relevant? 

3. are the objectives appropriate? 

4. are controls sound and complete? 

5. are assurances reliable and of good quality? 

6. is the data (on which assurances are based) reliable? 

 public disclosure statements (eg annual report & accounts, SIC, Quality Accounts, CQC 

Registration) 

1. are the production processes rigorous? 

2. is the data reliable? 

3. are the disclosures reliable? 

 the quality of Internal Audit and the robustness of their annual work plan 

 the quality of External Audit and the robustness of their annual work plan 

 

 

BOARD ASSURANCE FRAMEWORK 

 

Addressing the points above: 

1. the format has been reviewed, amended (ie combining with high-level Risk Register), based 

on strategic objectives, and approved by the Board 

2. processes for production are outlined in the Risk Management Strategy, approved by IRGC 

and Audit Committee 

3. objectives were reviewed and approved by the Board as part of the Integrated Business Plan 

4. controls are assessed by executives or senior managers responsible for each risk, are subject 

to periodic review by Internal Audit, and questioned as to relevance, completeness, 

soundness and continuity by IRGC and Audit Committee 

5. assurances are provided by executives or senior managers and tested by questioning in 

IRGC and Audit Committee.  CQuAC & IRGC updates and CQC Registration information 

are provided to Audit Committee.  The CQuAC update includes Clinical Audit (annual work 

plan, issues from audits, annual report of effectiveness).  Risks with both clinical and 

financial impact are assessed by executives to ensure quality of care is not eroded.  Internal 

Audit reviewed the BAF and gave Audit Committee positive feedback 

6. data is drawn from information systems and processes audited by Internal Audit, and subject 

to cross-reference and questioning by IRGC and Audit Committee.  Clinical data is also 



subject to Clinical Audit.  And LCFS work gives assurance that no significant fraud has 

affected the figures. 

 

Internal sources of assurance, therefore, are: 

1. the governance structure itself 

2. the operation of the risk management strategy, systems and processes 

3. CQC Registration 

4. Information Governance Toolkit self-assessment 

5. key performance indicators (reported direct to the Board) 

6. Serious Incident, Never Event & Infection Control reports (reported direct to the Board) 

7. staff & patient surveys and PALS reports (reported direct to the Board) 

8. complaints reports (reported direct to the Board) 

9. whistle-blowing processes 

10. executives or senior managers responsible for risks 

11. other committees (eg CQuAC, IRGC, Capital Planning Cttee) 

12. Clinical Audit (though we recognise a need for selection of audits to be more risk-based) 

 

and external sources of assurance are: 

1. Internal Audit 

2. LCFS programme 

3. External Audit 

4. CQC reviews / QRP assessments 

5. NHSLA / CNST 

6. HSE etc 

 

and types of assurance are: 

1. outcome data 

2. process data 

3. reports from reviews (eg 6-facet survey of estate) 

4. reports from inspections (eg Health & Safety Executive) 

 

 

PUBLIC DISCLOSURE STATEMENTS (eg annual report & accounts, SIC, Quality Accounts, 

CQC Registration) 

 

Addressing the points above: 

1. Finance Director reports to Audit Committee on an exception basis any changes in 

accounting policy, the impact of financial estimates, and concerns about internal financial 

control.  Finance Committee watch over progress of SLR and the robustness of controls 

around financial management.  Clinical, Internal and External Audit reports confirm quality 

of production processes.  CQC / NHSLA review processes 

2. Finance Committee review annual financial organisation budgets, ongoing forecasts, the Big 

Ask, and cash flow plans & estimates.  Finance Director / Medical Director / Chief 

Executive sign off data.  Clinical, Internal and External Audit reports confirm accuracy of 

data.  CQC / NHSLA review data 

3. Finance Director / Medical Director / Chief Executive sign off disclosures.  Clinical, 

Internal and External Audit reports confirm reliability of disclosures.  CQC / NHSLA review 

disclosures. 

 

Internal sources of assurance, therefore, are: 

1. finance function management and staff (quality, experience & training) 

2. the operation of the risk management strategy, system and processes 



3. key financial indicators (reported direct to the Board) 

4. Information Governance Toolkit self-assessment 

5. whistle-blowing processes 

6. executives or senior managers responsible for financial management 

7. Board Executives 

8. other committees (eg Finance, Capital Planning Cttee) 

 

and external sources of assurance are: 

1. Internal Audit 

2. LCFS programme 

3. External Audit 

4. CQC / NHSLA 

 

and types of assurance are: 

1. outcome data (eg budgets / forecasts vs actuals) 

2. process data (eg Big Ask gateway process) 

3. reports from audits & reviews (eg CQC, NHSLA) 

 

 

INTERNAL AUDIT 

 

To assess the quality of Internal Audit and the robustness of their annual work plan: 

1. the 3-year forward plan is assessed against known strategic objectives, risks and previous 

audit results – it will always include audits of governance processes as well as internal 

controls and financial processes 

2. the annual work plan is approved after review against the BAF, following review by 

executives, and will in future be reviewed against terms of reference 

3. strategic risks not covered in work plan are assessed for alternative internal assurance 

4. audit reports & timings are monitored 

5. audit scopes, agreed with lead executives, will be reviewed 

6. audit outcomes are reviewed and agreed remedial actions are followed up 

7. External Audit review internal audit reports on key financial systems 

8. the auditors, currently outsourced, are asked to confirm that they comply with the NHS 

Internal Audit Standards 

9. auditors are assessed by Audit Committee and executives (by feedback) for timeliness, 

approach, knowledge, and usefulness.  In future, we are looking to set up objective 

performance measures 

10. internal auditors are appointed through a tender process at contract expiry. 

 

 

EXTERNAL AUDIT 

 

To assess the quality of External Audit and the robustness of their annual work plan: 

1. the annual work plan is reviewed and approved, after consideration of risks & needs, 

previous audit outcomes, any organisational changes, and the internal audit work plan 

2. audit outcomes are reviewed and agreed remedial actions are followed up 

3. the auditors are asked to confirm that they have policies for ensuring independence and staff 

rotation 

4. auditors are assessed by Audit Committee and executives (by feedback) for approach, 

knowledge, and usefulness 

5. external auditors are currently appointed by The Audit Commission (who also agree fees), 

but will be appointed through a tender process at contract expiry when we are an FT. 



 

 

ASSURANCES 

 

The Revised NHS Audit Committee handbook notes that the majority of assurances should come 

from management.  Through our involvement last year in revising committee structures and Terms 

of Reference, together with the related internal audit, we have agreed that governance structures are 

relevant and rigorous.  We have also agreed that assurances we have received have been reliable and 

of good quality, based on our knowledge of the sources, their skills and abilities, the depth of work 

and knowledge underlying the assurances, and how recently updated.  In addition, we have 

triangulated the assurances through receipt of other information from other sources, and from our 

own first-hand experience of walking round, observation and conversation.  And we have seen 

evidence that people ask the right questions and escalate concerns, although we have questioned 

whether staff would raise issues direct with Audit Committee if they felt the organisation was not 

listening (though this is covered by IRGC, which is now seen as a forum for clinical staff to raise 

issues). 

 

We know, from internal audits and from experience of monitoring the BAF over time, that internal 

controls work as designed, and that the BAF is used within the organisation, together with the Datix 

system which captures ongoing information about risks.  Audit Committee has observed continued 

improvements over the past few years. 

 

We have also agreed, supported by internal and external audits, that systems generate data which is 

reliable, valid and complete, though this has still to be completely confirmed across all areas by the 

audit of the Quality Accounts. 

 

I would propose that we follow the Board's example and use two strategic objectives to provide a 

theme for each meeting.  This would enable papers to focus on more specific assurances, and allow 

Audit Committee to assess the adequacy and completeness of such assurances. 

 

I can summarise however that we are satisfied that we are able to give The Board assurance 

that internal controls and risk management are operating effectively. 

 

 

Sarah Connor 

Audit Committee Chair 

May 2011 

 


