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Agenda item 23b/39 

Audit Committee Annual Report 2015/16 
 
 
1.   Introduction  

 
The Audit Committee has prepared this report which summarises the activities undertaken by 
the Committee to satisfy its terms of reference for the year 01 April 2015 to 31 March 2016.   

  
Following the outcome of a Care Quality Commission (CQC) inspection undertaken in April 
2015, the NHS Trust Development Authority (NHS TDA) placed the Trust into Special 
Measures to ensure that recommendations were fully implemented and rapid progress was 
made in delivering the required improvements. The CQC was particularly concerned with 
organisational culture and staff morale, the quality and suitability of areas of the estate and the 
Trust’s governance and risk management processes.   

 
2.   The role and operation of the Audit committee 

 
The NHS Code of Conduct and Accountability and the NHS Audit Committee Handbook 
requires that an Audit Committee is established to provide an independent and objective view 
to the Board on the adequacy and effectiveness of the Trust’s systems of internal control and 
its arrangements for risk management, control and governance processes and securing 
economy, efficiency and effectiveness (value for money). 

 
The establishment and constitution of the Audit Committee is mandated by the Trust’s 
Standing Orders, which were updated and endorsed by the Board in September 2015.     
 

2.1  Governance, Establishment and Duties 
 

2.2  Membership of the Committee 
 

Members of the Audit Committee are appointed by the Board and the Chair to ensure that the 
Non-Executive Directors have sufficient knowledge to indentify key risk areas and to challenge 
both line management and the auditors on critical and sensitive matters.   
 
The members of the Committee disclosed their conflicts of interest.  The following are the 
interests declared as at April 2016, however it should be noted that these may have changed 
during the reporting year: 

 
Paul Cartwright, Non-Executive Director and Chair of Audit Committee 

 Treasurer for St Peter’s Church 

 Trustee and Chair of Finance and Audit Committee for The Church Lands, St Albans. 

 Chair of The Church Yard Project 
 
Jonathan Rennison, Non-Executive Director 

 Director of Yellow Chair Ltd 

 Fundraising consultancy with the Royal College of Ophthalmologists 

 Coaching and mentoring services with Sarcoma UK 

 Trustee, Rising Tides  

 Affiliated member of Edgecumbe Consulting 

 Change Management and Strategy support with Kings College London 

 Council Member for the Association of NHS Charities 
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John Brougham, Non-Executive Director 

 Non Executive Director Technetix Ltd 

 Non Executive Director and Chair of the Audit Committee of eg Solutions plc 

 
Other Non-Executive Directors were able to attend the Audit Committee meetings and key 
senior staff, Internal Audit and External Audit were also in attendance.  The Chief Financial 
Officer, Medical Director, Deputy Chief Executive and Director of Strategy and Corporate 
Services also regularly attended Audit Committee meetings during the year. 
 
 
 
 
 
 
 
 
The Trust Secretary provided support to the Chair and the Committee members. 

 
2.3  Meetings and attendance 

 
The Audit Committee met seven times during 2015/16.  All meetings were quorate and chaired 
by a Non-Executive Director.   A breakdown of attendance of meetings is presented below: 

 
2.4  Terms of reference  

 
The Committee’s terms of reference were reviewed against the NHS Audit Committee 
handbook and adopted by the Board on 16 April 2015. 

 
2.5  Reporting from the Committee 

 
A summary of each Audit Committee meeting was formally reported to the public session of 
the Trust Board.  Examples of key points brought to the attention of the Board during the year 
are shown below: 
 

 The Committee reviewed the Annual Accounts, Annual Report, Annual Governance 
Statement, Remuneration Report, letter of Representation, Report on Value for Money, 
Auditor Findings and the Quality Account 

 The Committee approved an increase to £40 on the limit which staff were expected to 
accept a gift or hospitality. An internal awareness programme was also undertaken to 
remind staff of their responsibilities with regards to offers of gifts and hospitality. 

 The Committee reviewed the internal processes for clinical audit and whistle-blowing 
and was informed that an enhanced Clinical Audit Strategy was in development 

 The Committee reviewed the draft terms of reference of the recently established 
Integrated Risk and Governance Committee (IRGC) and discussed the relationship 
between the Audit Committee and IRGC  

 Action was being taken by the Committee to understand why a decrease in 
retrospective tender waiver requests had not been achieved, despite tighter controls 
being introduced 

 The Committee reviewed the updated the Standing Financial Instructions, Standing 
Orders and Scheme of Delegation and recommended to the Board for approval 

 The Committee approved a tendering exercise on the internal audit contract to 
commence in October 2015 
 
 

Name 
Attendance/  
No of meetings 

Mr Paul Cartwright,  Non Executive Director (Chair) 6/7 

Mr John Brougham,  Non Executive Director 7/7 

Mr Jonathan Rennison,  Non Executive Director 6/7 
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2.6  Reporting to the Committee 

 
The work of the Committee was delivered around a structured work plan (appendix 2), aligned 
with its terms of reference and endorsed by the Board on 16 April 2015.  Each meeting 
agenda included the standing items listed below, with the exception of the Audit Committee 
meeting in June 2015, which focused on the Annual Report, Annual Accounts, Annual 
Governance Statement and Quality Account. 
 

 Chief Financial Officer’s overview 

 Internal Audit progress report and follow-up report 

 Local Counter Fraud report 

 External Audit progress report 

 Review of the following: 
o Tender waiver register 
o Losses and compensation register 
o Review of salary overpayments 
o Hospitality and gifts register 
o Central register of interests 
o Trust seal 

 
The following reports were also received by the Committee during 2015/16; 
 

 Review of Standing Financial Instructions, Standing Orders and Scheme of Delegation 

 Annual Accounts and Annual Report, including Annual Governance Statement 

 Quality Account 

 Regulations around the establishment of an Auditor Panel to appoint external auditors 

 Report on the development of the Board Assurance Framework 

 Risk management process review 

 Governance assurance report 

 Clinical Audit update 

 Report on the process for whistle-blowing  
 

A new control was introduced in 2015/16 to allow the Audit Committee to gain positive 
assurance that a Committee was effectively monitoring and controlling risk appropriately. On a 
rolling programme, each Committee presented a summary of the work undertaken over the 
previous year to meet its terms of reference and the progress and actions taken specifically to 
manage risks within the Board Assurance Framework.  

 
3.   Independence Assurance 
 
3.1  Internal Audit 

 
BDO was the Trust’s Internal Auditors for 2015/16 and a structured audit plan was approved 
by the Audit Committee on 02 April 2015.   In year, BDO provided progress reports on the 
delivery of the plan at each meeting and the final following reports were issues: 

 

Report  

Level of 
Assurance - 
Design 

Level of 
Assurance - 
Effectiveness 

Patient safety Moderate Moderate 

HR recruitment Moderate Moderate 

Consultant job planning   Limited Limited 

Performance improvement (private patient income and 
consultants job planning detailed follow up) Limited Moderate 
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HR training Limited Moderate 

Main financial systems - accounts receivable and cash-
flow Moderate Moderate 

Compliance ( medical devices) Moderate Moderate 

Service developments (surge wards) Advisory only Advisory only 

Quality governance  (serious incidents) Moderate ( tbc) Limited (tbc) 

Cost improvements and budgetary control  Moderate ( tbc) Limited (tbc) 

CQUINS  Limited (tbc) Limited (tbc) 

Non-contractual payments (top earners)  Limited (tbc) Limited (tbc) 

Risk management (complaints)  Moderate  (tbc) Limited ( tbc) 

 
Formal action plans were agreed to address all the control weaknesses in the areas 
highlighted by the above reports.  There were no common weaknesses identified through 
Internal Audit reviews.   
 
The Audit Committee received a full report on the recommendations and progress to 
implement the identified improvements at each of its meetings, with particular attention paid to 
any outstanding actions. There were 26 recommendations made during 2015/16, twenty were 
classed as moderate level and six were classed as high level.   
 
The Trust has a system of recommendation tracking to follow-up all internal and external audit 
recommendations.  All outstanding recommendations were discussed and agreed with 
Executive Directors prior to presentation to the Audit Committee to ensure full ownership of 
recommendation implementation across the Trust.   
 
During the year, the Audit Committee robustly monitored the delivery of the internal audit plan 
which resulted in an improvement against the objectives of the plan.  Also, in year, in order to 
strengthen the process further, it was agreed that reports would be given to the Chair of each 
relevant Board Committee to improve the visibility of assurance.  
 
In April 2016 the Trust undertook a tendering process and awarded the contract for internal 
audit, counter fraud and charitable funds to RSM Risk Assurance Service Ltd for a period of 
two years with an option to extend the contract for another two years. 

 
3.2  External Audit 

 
External Audit services were provided by Grant Thornton UK LLP (GT) in 2015/16.   The role 
of external audit is to review and report on the Trust’s financial statements and to report on 
whether the Trust has made proper arrangements for securing economy, efficiency and 
effectiveness in its use of resources. 
   
The External Audit Plan was presented to the Audit Committee on 03 March 2015 and the 
Committee received progress reports at each meeting throughout the year.   GT completed a 
full and thorough audit of the Trust’s accounts for 2015/16.  External audit opinion stated: 
 

 The accounts and working papers were submitted by the agreed date and to a good 
standard 

 The finance team responded promptly and comprehensively to audit requests and queries 

 A small number of amendments had been made to disclosures within the financial 
statements, to enhance the transparency of the disclosures 

 Some weaknesses had been identified in capital accounting, notably the asset register not 
being kept up to date, and some capital expenditure not being accrued for.  Whilst this did 
not impact on the opinion, the Trust was advised it should take action to strength its 
controls around capital accounting.  
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In addition to the opinion on the financial statements, GT also considered the consistency of 
other information published with the financial statements. Based on a review of the Trust's 
Annual Report, which included the Annual Governance Statement (AGS), GT was satisfied 
that it met the requirements of the Department of Health Group Manual for Accounts and was 
consistent with the audited financial statements. Whilst GT recommended some amendments 
to both reports to improve the disclosure, the reports were well presented overall, and the 
Trust was congratulated for a considerable improvement in the quality of both the 
AGS and Annual Report compared to previous years. 
 
It should be noted that the Department of Health has confirmed that health bodies are to move 
to a new audit framework in 2017/18 under the Local Audit and Accountability Act 2014.  This 
will replace centralised arrangements for appointing External Auditors with a system that 
allows each NHS organisation to make its own appointment. 
 
During the reporting year, the Board delegated responsibility to the Audit Committee to 
undertake the responsibilities of an Auditor Panel to advise and oversee the appointment of an 
External Auditor.  A tender process has begun in order to prepare for the appointment of 
External Auditors by the required deadline of March 2017. 
 

3.3   Local Counter Fraud Service  
 
Local Counter Fraud Services (LCFS) were provided by BDO UK LLP in 2015/16.  The original 
LCFS work plan was made up of approximately equal amount of time for proactive exercises 
and investigation work.  However, the plan was uplifted during the year by 15 days to allow for 
expanding investigation work into alleged fraudulent overtime claims. 
 
BDO undertook six investigations over the year.  At the end of 2015/16, one case had been 
submitted to the Crown Prosecution for review, two cases had been put forward for internal  
HR-led investigation, one case was on-hold pending handover to the incoming LCFS, one 
case was under review by NHS Protect and one case was closed following publication of a 
substantial report in May 2015. 
 
The Audit Committee approved an updated Counter Fraud Policy during the reporting year 
and all activities, both planned and investigative, were reported to the Committee.  The 
importance of fraud and corruption issues were also reflected in the Trust’s induction 
programme with all new starters to the organisation being provided with information on fraud 
awareness.  
 
Following an overall risk rating of ‘red’ on an annual self appraisal for NHS Protect in 2014/15,  
BDO undertook a number of measures during the reporting year  to provide a more  
responsive and comprehensive service.  This included developing and delivering an action 
plan to address the shortcomings of the previous year. 
 
As advised above, the contract for counter fraud services has been awarded to RSM Risk 
Assurance Service Ltd for the forthcoming two years.  The Audit Committee asked the Chief 
Financial Officer to oversee the handover period to ensure continuity in the management of 
outstanding cases.      
 

4.  Internal assurance 
 
4.1  Audit Performance 
 

 The Committee met in private to discuss the performance of Internal and External Audit.  The 
 Committee considered that there were no issues which would affect Internal or External 
 Audit’s ability to support the Committee in discharging its duties. 
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In line with the NHS Audit Committee handbook recommendation, the Audit Committee 
undertook a self-assessment of its performance to measure its effectiveness in February 
2016.  The outcome of the self-assessment revealed that the Committee was meeting its 
terms of reference.  Please see appendix 1.  

 
4.3  Financial report 
 

 The Committee reviewed and requested that some adjustments were made to the Annual 
 Report and Annual Accounts prior to recommendation of approval to the Board.   

 
4.4  Board Assurance Framework  
 

The continued development and refinement of the Board Assurance Framework (BAF) has 
been a specific focus for the Trust in 2015/16 and Audit Committee has regularly monitored 
the process for ensuring effective and effective maintenance and updating of the BAF 

 
4.5  Annual Governance Statement  
 

The Annual Governance Statement (AGS) was considered and recommended by the Audit 
Committee for endorsement by the Board at its meeting in on 31 May 2016.  The significant 
risks below were highlighted in the AGS: 

 

 Failure to provide safe, effective, high quality care; 

 Current estate and infrastructure compromises ability to deliver safe, responsive and 
efficient patient care; 

 Underdeveloped information and communication technologies (ICT) infrastructure which 
compromises the Trust’s ability to deliver safe, responsive and efficient patient care; 

 Inability to deliver and maintain unscheduled and elective care performance standards; 

 Failure to maintain business continuity; 

 Failure to achieve financial targets, maintain financial control and realise and sustain 
benefits from cost improvement and efficiency programmes; 

 Failure to secure sufficient capital, delaying needed improvements in environment;  

 Failure to sustain key external stakeholder relationships and communications;  

 Failure to develop a sustainable long term clinical, financial and estates strategy. 
 

5. Conclusion 
 

In conclusion, the Audit Committee is of the view it took appropriate steps to perform its duties 
delegated by the Board in 2015/16 and it has no cause to raise any issues of significant concern 
arising from its work during this time.   
 
The Committee will continue with its programme of work to gain assurance over the Trust’s 
internal control processes.   

 
6.  Recommendation 
 

The Audit Committee is recommended to present this Annual Report to the Board for approval.   
 
Paul Cartwright 
Chair, Audit Committee 
June 2016 
 
Appendix 1.  Terms of reference 2015/16 
Appendix 2.  Work plan 2015/16  
Appendix3.  Audit Committee self-assessment 
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Appendix 1 

TERMS OF REFERENCE 

2015/16 

 

Status:    Committee of the Trust Board 

 

Chair     Non-Executive Director 

 

Clerk     Trust Secretary 

 

Frequency of Meetings  6 times a year (plus an extra-ordinary meeting to   

     consider and approve the Annual Accounts, Annual  

     Report (including the Annual Governance Statement)  

     and Quality Account 

 

Quorum The Committee would be quorate with two Non-Executive 

Directors  

Constitution 

 

1.1 The Board hereby resolves to establish a Committee of the Board to be known as the Audit 
 Committee.  The Committee is a Non Executive Committee and has no executive powers, 
 other than those specifically delegated in these Terms of Reference.  The Terms of Reference 
 can only be amended with the approval of the Trust Board.  
  
1.2   The Committee is authorised by the Board to investigate any activities within its terms of 

reference.  It is authorised to seek any information it requires from any employee and all 
employees are directed to co-operate with any request made by the Committee.  The 
Committee is authorised by the Board to obtain outside legal or other independent 
professional advice and to secure the attendance of outsiders with relevant experiences and 
expertise if it considers this necessary.  

 
1.3   In undertaking its responsibilities the Committee will assist with the discharging of the 

responsibilities of the Trust’s Accountable Officer, who under the terms of the National Health 
Service Act 2006 is held responsible to Parliament, by the Public Accounts Committee, for the 
overall stewardship of the organisation and the use of its resources. 

 

2. Purpose 

 

2.1   The purpose of the Committee is to provide the Board with assurance concerning all aspects 
of internal and external audit, integrated governance and internal control and to ensure that 
they are in place and functioning to support the achievement of the organisation’s objectives.  

  
2.2   To provide assurance to the Board through liaison with other subcommittees as necessary 

that the structures, systems and processes for effective integrated governance, risk 
management and internal control are in place and functioning to support the organisation’s 
activities that supports the achievement of the organisations objectives.  
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2.3   To assure the Board that, where there are issues of internal control that may jeopardise the 

Trust’s ability to deliver its objectives, that these are being managed in a controlled way 
through the Trust Leadership Executive Committee. 

 

3. Membership 

 

3.1   The Committee will be appointed by the Board and its membership shall consist of 
 

 A minimum of two Non-Executives Directors 

 The Trust’s Chair would not be a member of the Committee or attend 

 

3.2   The following members of the Executive team will attend on a regular basis; however, they will 
not be formal members of the Committee: 

 

 Chief Financial Officer; 

 Deputy Chief Executive; 

 Medical Director; 

 Chief Nurse; 

 Director of Operational Finance and Efficiency; 

 Director of Transformation/Governance; 

 Associate Director for Quality Governance. 

 

Or their nominated deputy. It should be noted that nominated deputies should be specifically 

identified and should not be different for each meeting of the Committee that they attend.  The 

named Executive shall not routinely allocate attendance at the Committee to their nominated 

deputy.  This should only happen as a result of planned or unforeseen absence by the named 

Executive. 

 

3.3   In addition representatives from the following organisations will be required to attend each 

meeting of the Committee: 

 

 Internal Audit 

 External Audit 

 Local Counter Fraud Specialist 

 

8.2 All Non Executive Directors have a standing open invitation to attend any meetings of the 
Committee and to have access to the agenda and papers on request from the Trust Secretary. 
They will not however count against the quorum. 

 
8.2 The Chief Executive has a standing open invitation to attend as an observer any meetings of 

the Committee and to have access to the agenda and papers on request from the Trust Secretary. 
 

4. Duties and Responsibilities 

 

4.1    Governance, Risk Management and Internal Control   
 
 4.1.1   The Committee shall review the establishment and maintenance of an effective system of 
 integrated governance, risk management and internal control, to ensure that they are in place 
 and functioning to support the achievement of the organisation’s objectives.  
 



9 

 

 
 
4.1.2 The Committee will review the adequacy and effectiveness of:   
  

 All risk and control related disclosure statements (in particular the Annual Governance 
Statement), together with any accompanying Head of Internal Audit statement, external 
Audit opinion or other appropriate independent assurances, prior to endorsement by the 
Board  

 

 The underlying assurance processes that indicate the degree of achievement of corporate 
objectives, the effectiveness of the management of principal risks and the 
appropriateness of the above disclosure statements  

 

 The policies for ensuring compliance with relevant regulatory, legal and code of conduct 
requirements and related reporting and self-certification (including for compliance with 
registration requirements of CQC)   
 

 The effectiveness of the arrangements in place by which staff may, in confidence, raise 
concerns about possible improprieties in matters of finance reporting, financial control or 
any other matter and for appropriate follow-up actions 

 

 The policies and procedures for all work related to fraud and corruption as set out in 
Secretary of State Directions and as required by the Counter Fraud and Security 
Management Service.   

 

 The procedures for whistle blowing and ensure that arrangements are in place by which 
staff may, in confidence, raise concerns about possible improprieties in matters of 
financial reporting, financial control or any other matters. 

 
4.1.3 In carrying out its work, the Committee will primarily utilise the work of Internal Audit, External 

Audit, Local Counter Fraud Service, Clinical Audit and other assurance functions, but will not 
be limited to these Audit functions. It will also seek reports and assurances from executive 
directors and managers as appropriate, concentrating on the overarching systems of 
integrated governance, risk management and internal control, together with indicators of their 
effectiveness.  This will be evidenced through the Committee’s use of an effective Assurance 
Framework to guide its work and that of the Audit and assurance functions that report to it.   

  
4.2   Internal Audit   
  
4.2.1   The Committee shall ensure that there is an effective internal Audit function established by 

management that meets mandatory NHS Internal Audit Standards and provides appropriate 
independent assurance to the Audit Committee, Chief Executive and Board. This will be 
achieved by:   

  

 Consideration of the provision and appointment of the Internal Audit service, the cost of 
the Audit and any questions of resignation and dismissal.   

 

 Review and approval of the Internal Audit strategy, operational plan and more detailed 
programme of work, ensuring that this is consistent with the Audit needs of the 
organisation as identified in the Assurance Framework.   

 

 Consideration of the major findings of internal Audit work (and management’s response 
and follow-up and implementation of all recommendations) 
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 Ensuring co-ordination between the Internal and External Auditors to optimise Audit 
resources.   

 

 Ensuring that the Internal Audit function is adequately resourced and has appropriate 
standing within the organisation.   

 

 Annual review of the effectiveness of internal Audit.   
 
4.3   External Audit   
 
4.3.1   The Committee will review the work and findings of the External Auditor and will consider the 

implications and management responses to their work. This will be achieved by:   
 

 Consideration of the performance of the External Auditor. 
   

 Discussion and agreement with the External Auditor, before the Audit commences, of 
the nature and scope of the Audit as set out in the Annual Plan, and ensure co-
ordination, as appropriate, with other External Auditors in the local health economy. 

   

 Review all External Audit reports, including agreement of the annual Audit letter and 
any work carried outside the annual Audit plan, together with the appropriateness of 
management responses.   
 

4.4   Local Counter Fraud Service 
 

4.4.1 The Committee should satisfy itself that adequate arrangements are in place to counter fraud 
in the Trust.  The Committee will ensure that the counter fraud work and findings of the LCFS 
are effective within the Trust, and that the work is compliant with NHS Protect’s framework of 
standards for countering fraud, bribery and corruption (See NHS Protect’s ‘Standards for 
Providers 2014/15’, NHS Anti-Fraud  Manual and other relevant NHS Protect guidance).  
Counter fraud work undertaken by the LCFS should be sufficiently effective within the Trust as 
to provide a level of assurance to the Audit Committee, Chief Executive and Board.  This will 
be achieved by: 
 

 Consideration of the provision and appointment of the LCFS service and the cost of 
this service.  
 

 Ensuring the LCFS is fully accredited (ACFS) as well as compliant with NHS Protect 
standards, and has followed the procedure for official nomination of LCFS function 
within the Trust. 
 

 Reviewing and approving LCFS strategic work plans / programmes of proactive work 
for counter fraud, ensuring this is consistent with the needs of the Trust and is 
compliant with NHS Protect’s framework of standards for providers.  
 

 Consideration of the effectiveness of investigations undertaken by LCFS into 
allegations of fraud and corruption, including all recommendations made, including 
scrutinising interim reports / full reports made to the Director of Finance and the 
recommendations made therein. 
 

 Ensuring coordination between LCFS and Internal Audit to optimise any resource 
crossover and identify patterns and trends for further review. 

 Chair of the Audit Committee meeting annually with the LCFS to ensure there is a clear 
understanding of fraud issues and risks.  
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4.5   Other Assurance Functions  
  
4.5.1   The Audit Committee will review the findings of other significant assurance functions, both 

internal and external to the organisation, and consider the implications for the governance of 
the organisation.  This includes, but is not limited to, Care Quality Commission (CQC) and 
National Health Service Litigation Authority (NHSLA) and professional bodies with 
responsibility for the performance of staff or functions (for example Royal Colleges, 
accreditation bodies, etc).  

  
4.5.2   In addition, the Committee will review the work of other committees within the organisation, 

whose work can provide relevant assurance to the Audit Committee’s own scope of work.  In 
particular this will include the Patient Safety, Quality and Risk sub committee.  In reviewing the 
work of the Patient Safety, Quality and Risk subcommittee and issues around clinical risk 
management, the Audit Committee will wish to satisfy itself on the assurance that can be 
gained from the clinical audit function.   

  
4.6    Management   
  
4.6.1   The Committee shall request and review reports and positive assurances from directors and 

managers on the overall arrangements for governance, risk management and internal control. 
They may also request specific reports from individual functions within the organisation as 
may be appropriate to the overall arrangements.   

  
4.7   Financial Reporting   
  
4.7.1   The Audit Committee shall monitor the integrity of the financial statements of the Trust and 

any formal announcements relating to the Trust’s financial performance.  
  
4.7.2   The Committee should ensure that the systems for financial reporting to the Board, including 

those of budgetary control, are subject to review as to completeness and accuracy of the 
information provided to the Board.  

  
4.7.3   The Audit Committee shall review the Annual Report and Financial Statements before 

submission to the Board, focusing particularly on:   
  

 Review the process for the producing the Annual Governance Statement and other 
disclosures relevant to the Terms of Reference of the Committee 

 Changes in, and compliance with, accounting policies, practices and estimation 
techniques 

 Unadjusted mis-statements in the financial statements 

 Significant judgements in preparation of the financial statements  

 Significant adjustments resulting from the audit 

 Letter of representation 

 Qualitative aspects of financial reporting.   

4.8  The Committee will review:  
  

 the entries recorded in the register of interests 

 the entries recorded in the hospitality register 

 the entries recorded in the Trust seal register 

 the entries recorded in the tender/quotation waiver register 

 the losses and compensation schedule  
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5.   Other matters  
  
5.1   The Committee may, under powers delegated to it by the Board, review and approve the 

annual accounts and all supporting documents and report this to the Board.  Where is does 
not feel able to approve the accounts and supporting documents the Chairman of the 
Committee will raise this with the Chairman of the Board in the first instance and agree the 
most appropriate action to be taken 
 

6. Required Attendance 

 

6.1 The Committee members will be required to attend a minimum of 70% of all meetings. 

 

6.2 The Committee may request attendance by relevant staff at any meeting. 

 

6.3 The Committee should meet privately with External and Internal Audit at least once per year - 

this is usually done immediately before the June meeting 

 

6.4 The Committee will meet at least annually with the External and Internal Auditors in private 

 

7. Accountability and Reporting Arrangements 

 

7.1   The Committee shall be directly accountable to the Trust Board.  
 
7.2   The Chair of the Committee shall prepare a summary report to the Board detailing items 

discussed, actions agreed and issues to be referred to the Board  
 
7.3   The minutes of the Audit Committee meetings shall be formally recorded and submitted to the 

Board.   

7.4   The Committee shall refer to the Board any issues of concern it has with regard to any lack of 

assurance in respect of any aspect of its work.   

7.5   The Committee will report to the Board annually on its work in support of the audit agenda and 

Trust objectives, specifically commenting on relevant aspects of the Board Assurance 

Framework and relevant regulatory frameworks 

 
8. Review and Monitoring 

 

8.1   The Committee will undertake and evidence an annual review of its performance against the 
agreed Board Subcommittee Assurance template (to be agreed) in order to evaluate its 
effectiveness, the fulfilment of its functions in connection with the terms of reference and 
achievement of duties.  This report will be provided to the Trust Board. 
 

8.2   Terms of Reference will be reviewed annually and approved by the Board. 

 

 

Terms of Reference ratified by:   Trust Board 

Date of ratification    April 2015 

Date of review    April 2016 



 
Appendix 2 

  

May Jun Aug Oct Dec Feb 

1. Introduction and Administration 
      1.1 Apologies for absence √ √ √ √ √ √ 

1.2 Declarations of Interest √ √ √ √ √ √ 

1.3 Minutes of the last meeting  √ √ √ √ √ √ 

1.4 Matters arising/action log  √ √ √ √ √ √ 

2 Governance and Leadership 
      2.1 Terms of reference and work plan 
     

√ 

2.2 Annual plans (internal audit, external audit and local counter fraud 

specialist) update      

√ 

2.3 Audit Committee self assessment 
     

√ 

2.4 Internal audit and external audit performance review 
   

√ 

  2.5 Standing orders, standing financial instructions and scheme of 

delegation review   

√ 

   2.6 Review: 

 Losses and compensation register  

 Waiver register 

 Hospitality and gifts register 

 Register of interests 

 Trust seal register 

 Salary overpayments 

 Risk register 

√  √ √ √ √ 

2.7 Review of policy arrangements for ensuring compliance with 

regulations, legal and chain of custody  

     √ 

2.8 Review of Non-Executive Director training requirements      √ 

2.9 Private meeting with internal audit and external audit     √  

2.10 Internal audit progress report √  √ √ √ √ 

2.11 Local counter fraud  progress report √  √ √ √ √ 

2.12 Receive annual audit letter   √    

2.13 External audit progress report √  √ √ √ √ 

2.14 Review clinical audit plan    √   

2.15 Review governance arrangements for Board Assurance Framework      √  

2.16 Review of limited assurance reports  

(Exec lead to attend) 

√  √ √ √ √ 

2.17 Approve the draft annual accounts  √     

2.18 Internal audit annual report and head of internal audit opinion      √ 

2.19 Review the process of annual accounts, annual report, annual 

governance statement and quality account 

     √ 

2.20 Approve the annual report, annual governance statement and 

quality account, and recommend Board adoption 

 √     

2.21 Review and approve the letter of representation  √     

2.22 Review and approve accounting policies and significant judgements      √ 

2.23 Review and approve unadjusted and adjustments to the statements √      

AUDIT COMMITTEE WORK PLAN 2015/16 
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May Jun Aug Oct Dec Feb 

2.24 Outstanding auditors recommendation √  √ √ √ √ 

2.25 Technical accounting issues update      √ 

2.26 Committee Assurance Programme  √  √ √ √ √ 

2.27 Review the Audit Committee annual report √      

2.28 Review counter fraud self assessment prior to submission    √   

2.29 Review whistle blowing / Freedom to Speak process   √    

2.30 Review of insurance policies     √  

2.31 Progress update on tender for internal audit/local counter fraud 

services 

    √ √ 

3 Finance       

3.1 Finance report  √  √ √ √ √ 

4 Closing       

4.1 Items for escalation to the Board  √ √ √ √ √ √ 

4.2 Any other business √ √ √ √ √ √ 

4.3 Next meeting date and time  √ √ √ √ √ √ 



 
 

Appendix 3 
 

Area/Question Yes No Comments/Actions

Does the audit Committee have written terms of reference that 

adequately define the Committee's role in accordance with relevant 

guidance (for example fro, the Department of Health; NHS England; 

NHS Trust Development Authority or Monitor?)  



Have the terms of reference been adopted by the governing body?


Are the terms of reference reviewed annually to take into account 

governance developments and the remit of other Committees within the 

organisation?



Are Committee members independent of the management team?


Are the outcomes of each meeting; the actions taken and the 

Committee's view on the organisation's systems of internal control 

reported to the next governing body meeting?



Does the Committee prepare an annual report of its work and 

performance in the preceding year for considering by the governing 

body?


On workplan for the Audit Committee to receive 

2015/16 in May 2016

Does the Committee assess its own effectiveness periodically?


Self assessment carried out 03/03/15

Has the Committee established a plan of matters to be dealt with across 

the year?


Are Committee papers distributed in sufficient time for members to give 

them due to consideration?


Has the Committee been quorate for each meeting this year?


Does the Committee review assurance and regulatory compliance 

reporting processes?


Does the Committee have a mechanism to keep it aware of topical, 

legal and regulatory issues?


Internal and external auditors

Has the Committee formally considered how it integrates with other 

Committees that are reviewing risk - for example, risk management, 

quality and clinical governance Committees?



Has the Committee reviewed the robustness and effectiveness of the 

content of the organisation's assurance framework?


Has the Committee reviewed the robustness and content of the draft 

annual governance statement before it is presented to the governing 

body?



Is the Committee's role in reviewing and recommending to the governing 

body the annual report and accounts clearly defined?


Does the Committee consider the external auditor's report to those 

charged with governance including proposed adjustments to the 

accounts?



Is there a formal 'charter' or terms of reference, defining internal audit's 

objectives, responsibilities and reporting lines?


Charter is included within the Internal Audit Plan

AUDIT COMMITTEE SELF ASSESSMENT CHECK LIST ONE

Composition, establishment and duties 

Internal control and risk management 

Compliance with the law and regulations governing the NHS

Internal audit
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Does the Committee review and approve the internal audit plan at the 

beginning of the financial year?


Plan reviewed by AC on 03/0315

Does the Committee approve any material changes to the plan?


Is the Committee confident that the audit plan is derived from a clear risk 

assessment process that links closely to the assurance framework?


Board Assurance Framework reviewed by AC 

on 02/04/15, 25/08/15 and 27/10/15

Does the Committee receive periodic progress reports from the Head 

of Internal Audit?


Does the Committee effectively monitor the implementation of 

management sections arising from internal audit reports?


Does the Head of Internal Audit have a right of access to the Committee 

and its Chair at any time?


Is the Committee confident that the internal audit is free of any scope 

restrictions and, if not, has it considered the impact of these on the 

annual Head of Internal Audit opinion?



Is the Committee confident that internal audit is free from any operational 

responsibilities or conflicts of interest that could impair its objectivity?


Does the Committee hold periodic private discussions with the Head of 

Internal Audit?


Has the Committee evaluated whether internal audit complies with the 

Public Sector Internal Audit Standards?


IA demonstate compliance within the annual 

plan/report

Has the Committee agreed a range of Internal audit performance 

measures to be reported on a routine basis?


Does the Committee receive and review the Head of Internal Audit's 

annual opinion?


Area/Question Yes No Comments/Actions

Do the external auditors present their audit plans and strategy to the 

Committee for agreement and approval?


Does the Committee receive and monitor actions taken relating to prior 

years' reviews?


Does the Committee review the external auditor's ISA 260 report (the 

report to those charged with governance)?


Does the Committee review the external auditor's value for money 

conclusion?


Does he Committee review the external auditor's opinion on the quality 

account when necessary 


Does the Committee hold periodic private discussions with external 

auditors?


Does the Committee assess the performance of external audit?


Does the Committee require assurance from external audit about its 

policies for ensuring independence?


Has the Committee approved a policy to govern the nature and value of 

non-audit work carried out by the external auditors?


Does the Committee receive information on all non-audit work 

undertaken by external audit? 

N/A No non-audit work undertaken

External audit
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Does the Committee review the proportion of audit and non-audit work 

every time the external auditors change?

N/A No non-audit work undertaken

Is the Committee clear about where clinical audit assurances are 

received and monitored?


Monitored by the Safety and Quality Committee.  

Assurance received on process by Associate 

Medical Director for Clinical Standards and 

Audit on 27/10/15

If the Committee is NOT the main Committee receiving direct feedback 

from clinical audit, does it receive a report from the relevant Committee 

on the progress made by clinical audit during the year along with a clear 

view on the outcome of the annual work plan?


Assuance report received from Safety and 

Qualtiy Committee

If the Committee receives reports from clinical audit has it: 

• Reviewed an annual plan which is clearly linked to the clinical risks and 

clinical assurance needs?

• Received regular process reports?

• Monitored the implementation of management actions resulting from 

clinical audit reviews?

• Received a report over the quality assurance processes covered by 

clinical audit activity?







X An annual plan is in development

Annual reports received

Monitored by Safety and Quality Committee

Report received on 27/10.15

Is the Committee aware of NHS protect requirements in relation to 

counter fraud and security activity?


Does the Committee review the planned counter fraud and security work 

at the beginning of the financial year and in particular scope and 

coverage?



Does the Committee satisfy itself that the work plan is derived from clear 

processes based on risk assessments and that coverage is adequate?


Does the Committee receive notification of any material changes to the 

plan?


Does the Committee receive notification of any material changes to the 

plan?


does the Committee receive periodic reports about counter fraud and 

security activity?


Does the Committee effectively monitor the implementation of 

management actions arising from counter fraud and security reports?


Do those working on counter fraud and security activity have a right of 

direct access to the Committee and its Chair?


Do those working on counter fraud and security activity have the 

necessary technical knowledge and experience to ensure that work is 

carried out as it should be?



Does the Committee receive and review an annual report on counter 

fraud and security activity?


Does the Committee receive and discuss reports arising from 

inspections by NHS protect in relation to the quality of the counter fraud 

(and security) provision?



Is the Committee's role in approval of the annual report and accounts 

clearly defined?


Counter (or anti-) fraud and security 

Annual report and accounts and disclosure statements

Clinical audit 
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Is a Committee meeting scheduled to discuss proposed adjustments to 

the accounts and issues arising from the audit? 


Does the Committee specifically review:

• Changes in accounting policies?

• Changes in accounting practice  due to changes in accounting 

standards?

• Changes in estimation techniques?

• Significant judgements made in preparing accounts?

• Significant adjustments resulting from the audit?

• Explanations for any significant variances?



Does the Committee ensure it receives explanations for any unadjusted 

errors in the accounts founded by the external auditors?


Does the Committee receive and review a draft of the organisation's 

annual governance statement?


Does the Committee receive and review a draft of the organisation's 

annual report and accounts?


Does the Committee receive and review the evidence required to 

demonstrate compliance with regulatory requirements (for example, as 

set by the Care Quality Commission, Monitor and the NHS Trust 

Development Authority)?
X

The Trust is currently collating its govenance 

compliance framework.  Once completed, the 

AC will receive evidence to demonstate 

compliance.

Does the Committee provide a summary report of its meetings to the 

next available governing body meeting?


Has the Committee reviewed its performance in the year for consistency 

with its:

• Terms of reference?

• Programme for the year?




Other issues 
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Strongly 

agree

Agree Disagree Strongly 

disagree

Unable 

to 

answer

Comments/action























Theme 1 - Committee focus 

The Committee has set itself a series of objectives it 

wants to achieve this year.

The Committee has made a conscious decision about 

how it wants to operate in terms of the level of 

information it would like to receive for each of the items 

on its cycle of business.

Committee members contribute regularly across the 

range of issues discussed .

The Committee is fully aware of the key sources of 

assurance and who provides them in support of the 

controls mitigating the key risks to the organisation.

The Committee ensures that the relevant executive 

director/manager attends meeting to enable it to secure 

the required level of understanding of the reports and 

information it receives (i.e. the right executive lead is 

there to discuss risk and internal matters in their area of 

responsibility rather than the Committee haven't to rely 

on the CFO to act as conduit to the executive team).

Statement 

Other Committees provide timely and clear information 

in support of the Committee thereby eradicating the 

potential for 'surprises'.

AUDIT COMMITTEE SELF ASSESSMENT -CHECKLIST 2

Management fully briefs the Committee via the 

assurance framework in relation to the key risks and 

assurances received and any gaps in control/assurance 

in a timely fashion thereby eradicating the potential for 

'surprises'.

The Committee clearly understands and receives 

assurances from third parties the organisation uses to 

manage/operate key functions - for example, financial 

services operated by NHS Shared Business Services, 

other NHS bodies, commissioning support units or 

private contractors.

Equal prominence is given to both the quality and 

financial assurance. 

Theme 2 - Committee team working 

The Committee has the right balance of experience, 

knowledge and skills to fulfil the role described in the 

NHS Audit Committee Handbook.

The Committee has structured its agenda to cover, 

quality, data quality, performance targets and financial 

controls. 
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Strongly 

agree

Agree Disagree Strongly 

disagree

Unable 

to 

answer

Comments/action


The size of papers could be 

reduced







 Discussion and outcomes are 

reported to the Board via an 

Assurance Report









Theme 3 - Committee effectiveness 

Members provide real and genuine challenge - they do 

not just seek clarification and/or reassurance. 

Debate is allowed to flow and conclusions reached 

without being cut short or stifled due to time constraints 

etc.

Each agenda item is 'closed off' appropriately so that I 

am clear what the conclusion is; who is doing what, when 

and how etc and how it is being monitored. 

At the end of each meeting we discuss the outcomes 

and reflect back on decisions made and what worked 

well, not so well etc.

Theme 4 - Committee engagement 

The Committee actively challenges both management 

and other assurance providers during the year to gain a 

clear understanding of their findings. 

I feel sufficiently comfortable within the Committee 

environment to be able to express my views, doubts and 

opinions.

The quality of Committee papers received allows me to 

perform my role effectively.

The Committee provides a written summary report of its 

meetings to the governing body. 

The governing body challenges and understands the 

reporting from this Committee. 

There is a formal appraisal of the Committee's 

effectiveness each year which is evidence based and 

takes into account my views and external views. 

I understand the messages being given by the 

organisation's assurance advisors (external audit/internal 

audit/counter fraud specialists).

Internal audit contributes to the debate across the range 

of the agenda and not just on the papers they present. 

Members hold their assurance providers to account for 

late or missing assurances.

When a decision has been made or action agreed I feel 

confident that it will be implemented as agreed and in 

line with the timescale set down.

Statement 
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I can provide two examples of where we as a Committee 

have focused on improvements to the system of internal 

control as a result of assurance gaps identified. 

The Committee Chair has a positive impact on the 

performance of the Committee.

Committee meetings are chaired effectively and with 

clarity of purpose and outcome. 

The Committee chair is visible within the organisation 

and is considered approachable. 

The Committee Chair provides clear and concise 

information to the governing body on the activities of the 

Committee and the implications of all identified gaps in 

assurance/control. 

The Committee chair allows debate to flow freely and 

does not assert his/her own views too strongly. 

Theme 5 - Committee leadership 

The Committee is clear about the complementary 

relationship it has with other governing body Committees 

that play a role in relation to clinical governance, quality 

and risk management.

The Committee receives clear and timely reports from 

other governing body Committees which set out the 

assurances they have received and their impact (either 

positive or not) on the organisation's assurance 

framework. 

 
 
Nb. The final question was assessed by the Non-Executive Directors without the Chair being present. 
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