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Audit Committee
[DRAFT] Minutes of the meeting held on Thursday, 23 May 2013 at 09:30 in the Boardroom, Trust HQ
	Present:
	

	Alyson Coates
	Non-Executive Director (Chair/AC)

	Anne Grocock
	Non-Executive Director (AG)

	Cedric Scroggs
	Non-Executive Director (CS)

	Lyn Williams
	Non-Executive Director (LW)

	
	

	
	

	In attendance:

	Martin Howell
	Trust Chair (MH) part meeting

	Mike McEnaney
	Director of Finance (the DoF/MME)

	Paul Dodd
	Interim Deputy Director of Finance (PD)

	Gerald Sheeran
	Head of Financial Services (GS) part meeting

	Abigail Irving
	Senior Accountant (AI) part meeting

	Carrie-Ann Wade Williams
	Head of Communications and Involvement (CAWW) part meeting

	Peter Crabb
	CEAC (PC)

	Lorraine Bennett
	Counter Fraud, CEAC (LB) part meeting

	Sue Barratt
	Deloitte LLP (SBa) part meeting

	Laura Rogers
	Deloitte LLP (LR) part meeting

	Justinian Habner
	Trust Secretary (JCH) part meeting

	Hannah Smith
	Assistant Trust Secretary (Minutes) (HS)


	1.
	Welcome and Apologies for absence
	

	a


	Apologies for absence were received from Sue Dopson (Non-Executive Director).  

	

	2.
a
b


	Minutes of the meeting held on 19 April 2013
The Minutes of the meeting were approved as a true and accurate record.   
Matters Arising 

The Committee confirmed that the actions from the 19 April 2013 Summary of Actions had been actioned, completed or were on the agenda for the meeting: 2(c), 3(d), 3(e), 3(g), 3(h), 3(i), 3(j), 3(k), 3(m), 4(b), 4(c), 4(d), 6(b), 6(e), 7(c), 7(d) and 9(e).

	Action


	COUNTER FRAUD 

	3.
a
b

c

d

e

f
	Counter Fraud update
LB presented Paper AC 25/2013 which provided additional information required by NHS Protect for the Counter Fraud annual report including the outcome of the Trust’s self-assessment against the NHS Protect Counter Fraud Standards self-review tool.  The Counter Fraud annual report had been presented to the previous Committee meeting on 19 April 2013.  Subject to the Committee’s comments, the additional information, including the outcome of the Trust’s self-assessment, would be appended to the Counter Fraud annual report and submitted to NHS Protect by 31 July 2013.  

LB drew the Committee’s attention to the outcome of the Trust’s self-assessment against the NHS Protect Counter Fraud Standards self-review tool.  The results had been RAG-rated and the Trust had scored green overall with a few areas which had been rated as amber.  NHS Protect would review the Trust’s results and decide whether to visit the Trust for a qualitative assessment.  There were 4 types of qualitative assessment which the Trust could be subject to: full assessment, thematic assessment (focusing on one particular area of national significance e.g. bank mandate fraud), focused assessment (on one area of work such as strategic governance) or triggered assessment (if NHS Protect either had concerns or had identified areas of particular good practice which it wanted to be able to share more widely).  The DoF confirmed that he believed the Trust’s results to be a true and accurate picture.  The amber ratings highlighted areas which the Trust could develop.  

LB highlighted that against the relevant NHS Protect Standards:

· in relation to the Standard on strategic governance, the Trust had achieved a RAG-rating of green; 
· in relation to the Standard to inform and involve, the Trust had achieved a mixed RAG-rating of green and amber.  Amber ratings had been awarded because although the Trust had in place policies in relation to bribery and code of conduct, staff awareness of these policies had not yet been evaluated.  LB confirmed that evaluation of staff awareness of these policies was included as part of the 2013/14 Counter Fraud work plan for the Trust.  The DoF added that a new policy matrix would be launched to consolidate Trust policies, provide easier access to relevant policies for staff and provide for monitoring of staff awareness of relevant policies;

· in relation to the Standard to prevent and deter, the Trust had achieved a mixed RAG-rating of mainly green with some amber.  Amber ratings had been awarded: (i) because LB was not routinely involved in the review of new policies (this area was included as a high priority for review in the Counter Fraud work plan for 2013/14);  and (ii) in relation to adherence to NHS Protect Counter Fraud Prevention Guidance which had not been issued until March and April 2013 and which the Trust could not have been expected to be aware of in time for this annual reporting period; and
· in relation to the Standard to hold to account, the Trust had achieved a mixed RAG-rating of mainly green with one amber.  Although the Trust was committed to recovering funds that had been lost through fraud, an amber rating had been awarded because a Trust policy document was not yet in place for recovery of funds and a Counter Fraud staff survey had not been undertaken in 2012/13 to measure staff awareness of publicity around successful recovery of funds and would, therefore, require action in 2013/14 as part of the Counter Fraud work plan for 2013/14. 
The Committee discussed the amber rating in relation to the Standard to hold to account and the action for 2013/14 to undertake a Counter Fraud staff survey as a means of measuring staff awareness of publicity around successful recovery of funds.  The DoF suggested that it may be more appropriate to refer to this exercise as a consultation or audit, rather than a survey.  LB noted that the exercise could also focus upon specific staff groups, rather than the entire Trust at once, in order to make analysis of results more manageable.  The Trust Secretary noted that LB should liaise with HR rather than the Comms team as HR was generally responsible for the dissemination of surveys across the Trust.  

LB provided an oral update on outstanding Counter Fraud recommendations. LB referred to the action at item 7(d) from the minutes of the meeting on 19 April 2013 to provide an update on recommendations to strengthen the system of control in relation to the issue of working elsewhere whilst on sick leave.  This issue had prompted the highest number of Counter Fraud case referrals in the Trust (9 referrals in the last 12 months) and also in other NHS Trusts.  LB had reviewed the Trust’s Sickness Absence policy and confirmed that it included a statement that employees on sickness absence were not to undertake work elsewhere with any other employer unless authorised by an appropriate manager, HR and Occupational Health.  LB would confirm that staff were aware of the wording in the Sickness Absence policy and would consider issuing an article to draw staff attention to the policy.  

The Committee noted the report. 

LB left the meeting.  


	LB

	ANNUAL ACCOUNTS, ANNUAL REPORT AND SUPPORTING DOCUMENTATION

	4.
a

b

c

d

e

f
	External Audit report on the financial statement audit for the year ended 31 March 2013 
SBa presented the External Audit report on the financial statement audit for the year ended 31 March 2013 (Paper AC 27(i)/2013).  SBa confirmed that the audit was largely complete and Deloitte anticipated issuing an unmodified financial statement audit opinion and consistency report following Board approval of the final financial statements next week.  The audit of significant risks had been satisfactorily concluded and there were no material uncorrected misstatements (materiality had been set at £2.7 million in the audit plan).  

SBa highlighted that:

· the provision for dilapidations on community properties was very prudent. However, given the circumstances, Deloitte was comfortable with its inclusion in the financial statements; 
· the Trust needed to review its process for removing old assets from the fixed asset register when they were disposed of in order to avoid overstatement of the cost and accumulated depreciation lines within the tangible fixed asset note; and
· the Trust needed to formalise leases where, in a couple of cases, it owned buildings on land over which it had no formal legal rights.  Negotiations were on-going to agree leases but these needed to be finalised.  The DoF confirmed that these leases would be determined within the financial year.  

LW asked what the financial justification was for the very prudent provision for dilapidations on community properties.  The DoF replied that the Trust had committed to taking on the community properties and, therefore, their liabilities from Oxfordshire PCT before 31 March 2013.  As the transfer of the properties did not take place until 01 April 2013, the risk for the current year audit was much lower than anticipated.  The Trust had, therefore, not capitalised the assets in the 2012/13 statement of financial position.  However, it had recorded provision for dilapidations relating to the properties which it had taken on following the year-end on the basis that, immediately prior to the year-end, the Trust could not have avoided taking on these liabilities.  GS added that the Trust had asked the PCT to make provision for the dilapidations, as the PCT should have been accounting for this in previous years, and to transfer this across to the Trust but the PCT had not been willing to do this.  The Committee noted that the accounting principle of prudence had been appropriately applied in this case.  
AG referred to page 14 of the report and the recommendation that the Trust should review the systems and structures in place to deliver Cost Improvement Programmes (CIPs).  AG asked whether Deloitte was concerned that the Trust had delivered 80 per cent, rather than 100 per cent, of planned CIPs for 2012/13.  SBa replied that this was not a major concern as the Trust was not unique in this and other NHS Trusts had also not achieved all the CIPs they had anticipated within the financial year.  Deloitte had seen the 2013/14 CIP planner and had noted that this demonstrated that the Trust was already advanced in identifying CIP plans and projects for 2013/14.  

CS referred to Deloitte’s observations on the front half of the annual report to consider consistency with the financial statements and the observation that there was no clear link to the Trust’s objectives, business model and strategy with the disclosure of the key performance indicators.  CS supported the observation that in future a prior year comparative should be offered, on top of the existing comparison to plan, to help to put the current year performance into context. 

The Committee noted the report.

	

	5.
a

b

c
	External Audit findings and recommendations from the 2012/13 Quality Report external assurance review
LR presented the report on the External Audit findings and recommendations from the 2012/13 Quality Report external assurance review (Paper AC 27(ii)/2013).   LR explained that Deloitte had reviewed the Quality Report against Monitor’s requirements and in order to support a “limited assurance”, rather than a full audit, opinion.  The required information had been presented in the Quality Report, all changes requested had been made and Deloitte anticipated issuing a “clean” unmodified opinion on the Quality Report.  

LR noted that Deloitte’s overall recommendation for all performance indicators was for the Trust to be clear on the defined terms used and any exclusions or assumptions made.  Deloitte had not identified any unreasonable assumptions and the quality of the data supporting the indicators reviewed had been good.  LW asked whether challenging terms, such as the terms used to define “severe harm”, had been clearly defined and consistently applied.  SBa replied that “severe harm” was a difficult term to define for mental health services but the Trust had referred to permanent harm in order to define it and had been consistent in its application.  By comparison with other NHS Trusts, Deloitte had not identified any issues in classification of terms in the Quality Report.  

The Committee noted the report and the improvement in the outcome of the External Audit findings on the 2012/13 Quality Report compared to the previous year.  The Committee praised the Clinical Standards team on the progress which had been made to improve the process to produce the Quality Report.   

 
	

	6.
a
b
	FY13 Going Concern Statement
PD presented Paper AC 29/2013 and confirmed that this had been amended since a draft had previously been presented to the Committee, at its meeting on 19 April 2013, to extend the timeframe referred to beyond 12 months, to include reference to the following year and to include a 3-year forward look.  

The Committee scrutinised the Going Concern Statement, which formed the basis for preparing the statement of accounts on a going concern basis, and confirmed that it was not aware of any material issues that had not been taken into account, the Trust was clearly a going concern and it was appropriate for the accounts to be presented on a going concern basis.  


	

	7.
a

b
	Annual Governance Statement
The Trust Secretary presented Paper AC 30/2013 and confirmed that the Annual Governance Statement had been amended following comments at the meeting on 19 April 2013.  The reference to ineffective infection control management had been removed although this would remain as a high risk on the Board Assurance Framework due to the risk of missing the CQUIN target around infection control, rather than the controls in place. 

The Committee RECOMMENDED the Annual Governance Statement to the Board for approval and signature by the Chief Executive.

	

	8.
a

b
	Annual Accounts
GS presented the audited Annual Accounts (Paper AC 28/2013) and a note on property, plant and equipment revaluations, impairments and depreciation within the asset movement analysis in the accounts.  GS noted that no changes had been made in the primary financial statements since these had been presented to the Committee at the meeting on 19 April 2013 but minor amendments, disclosure points and note changes had been made.  The Committee noted that the Annual Accounts had been reviewed thoroughly at the meeting on 19 April 2013 and no significant changes had needed to be made.  

The Committee RECEIVED AND APPROVED the preparation of the Annual Accounts on a going concern basis and RECOMMENDED the Annual Accounts to the Board for final approval and submission to Monitor by the Trust Secretary.  


	

	9.
a

b

c

d

e
	Quality Report 2012/13 and Quality Account 2013/14
The Trust Secretary presented the Quality Report 2012/13 and the Quality Account 2013/14 (Paper AC31(i)/2013) and tabled to the meeting, on behalf of the Director of Nursing and Clinical Standards (DoN), an addendum to the Quality Account which summarised the changes since the draft Quality Account was presented to the Committee at the meeting on 19 April 2013.  

SBa confirmed that Deloitte had recommended that the first two changes be made to include: (i) statements from the CQC; and (ii) footnotes in relation to Department of Health clinical indicators in the main body of the text.  SBa confirmed that these changes had been made.  

The Committee confirmed that the remaining two changes were reasonable and had been made to: (i) include a revised version of a table of the Trust’s participation in POMH UK (revised following updated statistics from the Royal College of Psychiatrists); and (ii) the Governors’ Statement which had been received following the Governors’ meeting of 12 June 2013.  

LW requested that the Trust Secretary bring the following to the attention of the DoN before the Quality Report 2012/13 and the Quality Account 2013/14 were presented to the Board for final approval:

· on page 3, the Chief Executive’s statement that the Trust had reached the end of its second year be amended.  As the Trust had been a NHS Foundation Trust for more than 2 years, the statement should refer to the Trust in its current form as also providing community health services; 
· on page 10, four of the points listed under measures and targets should also include specific targets; 
· on page 34, the percentage increase in table 5 was not 14 per cent and should be amended.  On the figures shown, the increase was closer to 3 per cent;
· on page 39, under Aims, the figures in the first two bullet points to be reviewed as the percentage increases appeared to be very large; and
· subject to guidance on areas which were required to be included, on pages 48, 50 and 51, the references to the staff survey could be removed to avoid duplication with the Annual Report which already referred to the staff survey.  

Subject to the comments above, the Committee APPROVED the text of the Quality Report 2012/13 and the Quality Account 2013/14.   

CAWW joined the meeting. 


	JCH

	10.
a

b

c

d

e
	Annual Report 2012/13
CAWW presented Paper AC 31(ii)/2013, the proposed text of the Annual Report 2012/13, and explained that the Annual Report had been written in line with Monitor guidance.  CAWW noted that Deloitte had submitted additional comments on the Annual Report and had been assured that: there was now no data missing from the Annual Report; the Annual Governance Statement and the Statement of Accounting Officer’s Responsibilities had been received; and an updated version of the Remuneration Report would be included with additional text requested by Deloitte.  
The Committee requested that the following be checked and, where appropriate, amended:

· on page 35, in the section on inpatient services, it was unlikely that the extracts had been provided from mothers writing on behalf of their children if the wards referred to were older adult mental health wards; 
· on page 39, whether the carbon reduction plan could be referred to as a carbon management plan;
· on page 40, whether the costs of electricity and gas had halved;
· on page 40, although landfill appeared to have reduced, whether this had still increased in cost;
· on page 44, Monitor was yet to formally issue the governance ratings for Q4.  These should not be pre-empted but should be referred to as subject to confirmation by Monitor; and 
· the statistics at the back of the report on the analysis of eligible members as the figures appeared small. 

The Committee thanked the teams and auditors involved in the preparation of the Annual Accounts, the Annual Report and supporting documents.  

Subject to the comments above, the Committee APPROVED the text of the Annual Report. 

Taking into account all the documents and the comments above, the Committee RECOMMENDED the Annual Accounts and the Annual Report to the Board and RECOMMENDED that, following approval by the Board, the Trust Secretary should submit these (along with the certificates and other documents) to Monitor.  

CAWW, GS, AI and the Trust Chair left the meeting.  


	CAWW

	OTHER BUSINESS ITEMS AND PROGRESS REPORTS

	11.
a

b

c
	Internal Audit Annual Report 2012/13
PC presented Paper AC 32/2013 which summarised the Internal Audit work undertaken during 2012/13 and the assurance levels received.  

PC noted that, looking to the year ahead, there were approximately 20 contingency days available and requested that 2 days be set aside to follow-up the audit on the Oxford Cognitive Therapy Centre.  The Committee confirmed that two contingency days could be set aside for this.  

The Committee noted the report.  


	

	12.
a

b

c
	Audit Committee Annual Report 2012/13
The Chair presented Paper AC 33/2013 which summarised the performance and work programme of the Committee for 2012/13.  The Committee’s Terms of Reference had been reviewed recently and amendments agreed by the Board in January 2013; no changes were proposed at present.  
The Committee discussed its oversight of the Internal Audit Plan 2012/13 and the number of Internal Audit reports it had received with a “limited” assurance level.  PC noted that the Trust had used the Internal Audit function pro-actively to look into areas where they may be issues and could, therefore, expect to receive a number of audits which had been awarded “limited” assurance as issues were highlighted.  The Committee asked the DoF to comment upon the audits which had received “limited” assurance.  The DoF replied that significant progress had been made to turn around areas such as Payroll and Estates in response to the audit findings.   The Committee noted that Internal Audit had been appropriately directed towards problem areas.  The increase in the number of reports with “limited” assurance reflected the use of Internal Audit to improve problem areas rather than deterioration in the Trust’s internal processes.  The Chair noted that when this report was presented to the Board, she would put the Committee’s oversight of the Internal Audit Plan 2012/13 in context to assure the Board that the Internal Audit function had proved to be a useful tool to inform and assure the Committee that appropriate management action was being taken in response to audit findings.  

The Committee APPROVED the Committee’s Annual Report for submission to the Board.  

	AC

	13.
a

b

c

d

e
	National Reference Cost Return Costing Process
PD presented Paper AC 34/2013 and explained that for the 2012/13 National Reference Cost Return, the Trust was required to provide confirmation from the Board or a representative sub-committee that it was satisfied with the Trust’s costing processes and procedures and that the Trust will submit its Reference Cost Return in accordance with guidance.   

Specifically, the Trust was required to confirm that:

· costs will be prepared with due regard to the principles and standards set out in Monitor’s Approved Costing Guidance; 
· appropriate costing and information capture systems are in operation; 
· costing teams are appropriately resourced to complete the Reference Costs; and 
· procedures are in place such that the self-assessment quality checklist will be completed at the time of the Reference Costs Return. 

AG referred to the requirement that the Trust confirm that costing teams are appropriately resourced and asked how the costing team was resourced following the departure of the Head of Business Costing.  PD replied that an interim Head of Business Costing was in post and was being supported by another senior member of the Finance Team who had been involved in Reference Cost submissions for a number of years.  A new joiner would also come into the team next month to provide additional support.  PD confirmed that the Trust’s costing team was appropriately resourced.  

Before it could confirm, on behalf of the Board, that it was satisfied that the requirements of the Reference Cost Return could be met, the Committee requested that Internal Audit provide independent assurance around the costing process and procedures.  Specifically, the Committee asked Internal Audit to use some of the contingency available in the Internal Audit plan to review the design effectiveness of the costing arrangements and controls.  Internal Audit to report to the Committee out-of-session and prior to the deadline for the return on 16 July 2013.  
The Committee noted the report.  


	PC

	14.
a

b

c

d

e

f
	Board Assurance Framework (BAF) 
The Trust Secretary presented Paper AC 35/2013 which provided an update on the review and development of the BAF and summarised the current high and medium risks to the Trust achieving its Strategic Objectives.   

The Trust Secretary reported that the BAF had been reviewed at the Extended Executive meeting on 21 May 2013 which received wider representation than Executive meetings due to the presence of Divisional Directors and other senior managers.  The Extended Executive meeting had proposed the following changes to the BAF:
· high risk GOV11 (ineffective infection control management) to be reworded to emphasise the impact of financial penalties on the risk; 
· medium risk OPS27 (partnership working is not supported by agreed arrangements) to be re-graded as a low risk as revised Section 75 agreements had now been executed and entered into with Oxfordshire and Buckinghamshire county councils; and 
· a new medium risk to be included around pressure ulcers and falls, given the more recent Serious Incidents Requiring Investigation (SIRIs) in this area.  

AG asked whether the Chief Executive’s Office was sufficiently resourced to ensure that a BAF could be produced which provided the Board with appropriate assurance and avoided becoming overly detailed or used as a risk register rather than a BAF.   The Trust Secretary replied that the Chief Executive’s Office was in the process of restructuring Legal Services to free up the Assistant Trust Secretary’s time to take on the BAF.  

AG asked whether the Trust’s risk registers were being appropriately monitored and how the Board achieved oversight of the main risk registers.  The Trust Secretary replied that the Risk Team, within the Nursing and Clinical Standards directorate, was responsible for managing the risk registers; he noted that whilst the BAF and risk registers were managed through separate structures, the two needed to link.  The Committee discussed best practice around the relationship between the BAF and risk registers.  SBa noted that between NHS Trusts there was a wide variety of practice but risk registers should inform the BAF although they could be one amongst several influences upon the BAF.  The Chair requested that future BAF reporting also refer to the other sources of assurance which informed the BAF, where appropriate.  SBa offered to provide benchmarking data around risk registers which had been carried out across Deloitte’s client base.  The Committee noted that it would be useful to review this benchmarking data and potentially to discuss this with the Director of Nursing and Clinical Standards.  The Committee may then consider asking Internal Audit to audit the risk registers before the standard audit of the BAF.  

The Committee noted that at its next meeting, the BAF report should set out gaps in assurance and what mitigating actions were in place to close those gaps.  The Committee emphasised that an appropriate level of resourcing needed to be applied to support the BAF.  

The Committee noted the report and was assured that the Trust was taking action to develop and improve the BAF so that it could provide assurance that the Trust was taking action to mitigate those risks that had the greatest potential to cause the Trust to fail to achieve its objectives.  


	HS/
JCH

SBa
HS/

JCH

	15.
a

b

c

d
	Integrated Governance Committee (IGC) minutes 06 March 2013
The Trust Secretary presented Paper AC 36/2013 and drew the Committee’s attention to the discussion on SIRIs and clinical audit.  

The Chair noted that the remit of the IGC was being considered as part of the Trust’s overall Integrated Governance Review (IGR) and asked when this would be finalised and when new Terms of Reference for the Committee would be available.  The Trust Secretary replied that dates for the IGR were not yet available and that the full project was currently being scoped.  The review would also have a significantly wider remit than the IGC as it would consider the Trust’s governance regime against the service remodelling work being undertaken.  

The Chair requested that when the IGC annual report, including the report on clinical assurance gained throughout the year, was presented to this Committee that it be presented as a substantive item of business for discussion.  

The Committee received the minutes.  


	JCH/
MH

	The meeting was closed at: 11:47. 
	

	Date of next meeting: Thursday, 19 September 2013 09:30


	


BoD 91/2013


(Agenda item: 14i)
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