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Audit Committee
[DRAFT] Minutes of the meeting held on 22 May 2014 at 10:00 in the Boardroom, Chancellor Court, Oxford OX4 2GX
	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:

	Tehmeena Ajmal
	Head of Quality and Safety (TA) part meeting

	Claire Dalley
	Director of Estates and Facilities (CD) part meeting

	Paul Dodd
	Deputy Director of Finance (PD)

	Justinian Habner
	Trust Secretary (JCH)

	Martin Howell
	Trust Chair (MH)

	Mike McEnaney
	Director of Finance (the DoF/MME)

	Adam Perryman
	Senior Accountant (AP) part meeting

	Gerald Sheeran
	Head of Financial Services (GS) part meeting

	Sue Barratt
	Audit Partner, Deloitte LLP (SBa) 

	Paul Thomas
	Audit Manager, Deloitte LLP (PT) 

	Paul Grady
	Head of Internal Audit, TIAA Ltd (PG) part meeting

	Philip Lazenby
	Internal Audit Manager, TIAA Ltd (GR) 

	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; Stuart Bell, Chief Executive; and Gareth Robins, Counter Fraud Manager, TIAA Ltd.  

	

	2.
a
b
c

d

e

f

g

	Minutes of the meeting held on 22 April 2014
The Minutes of the meeting were approved as a true and accurate record subject to amending the final sentence of item 3(i) on page 5 to read (addition in italics): “these were connected to a Buckinghamshire revaluation reserve which was included in Other Reserves”.  
Matters Arising 

Item 2(b) Building on land over which no legal rights

CD provided an update and noted that negotiations were ongoing as the offer to the Trust had provided less security than would be preferred.  The Committee asked whether the Trust solicitors had been involved in supporting the negotiations.  CD replied that the Estates Team had not needed to involve the Trust solicitors as the Estates Team was able to handle the negotiations and CD noted that the solicitors may potentially be conflicted from acting in this case.  The Chair requested further updates on the negotiations and any relevant conflict of interest issues with the solicitors.
Item 2(f) Draft Internal Audit Report on Estates

CD presented the Draft Internal Audit Report on Estates (prepared by CEAC, the previous Internal Auditors) to the meeting.  The Committee considered the recommendations in the report:
· Recommendation 1 in relation to keeping the project plans up to date for the 12 work streams relating to the re-organisation of the Estates and Facilities department.  CD explained the monitoring against the project plans which was taking place through the Estates and Facilities Senior Management Team meeting and the reporting to the Programme Management Office.  Reporting and monitoring would also take place through monthly Estates performance meetings and the upcoming quarterly Estates Performance Reviews from July 2014.  CD noted that the project plans were intended to be reported against, once targets had been set, rather than changed in-year.  The Committee noted that the projects were being monitored, although not as the previous internal audit had anticipated, and was assured that management was up to date on the status of the projects; and 
· Recommendation 2 that risk registers should be kept up to date and consistent with the Trust’s preferred methodology.  

The Committee requested that the new Internal Auditors, TIAA, undertake a limited scope audit to confirm that monitoring of the projects against the project plans was taking place and to provide assurance against Recommendation 1.  The DoF and CD confirmed that this should be done and noted that TIAA were already undertaking a systems audit for Estates and Facilities which could encompass this and that CD could share the minutes of the relevant meetings at which monitoring was taking place with TIAA in evidence.  PG noted that TIAA were already considering the Trust’s risk registers, as part of the wider work they were undertaking around risk management, and that their reporting upon this could provide assurance in relation to Recommendation 2 without a separate audit being required. 

PG left the meeting.    
The Committee discussed the impact of the operations reorganisation on the way in which the directorates now worked with Estates and Facilities and the management of strategic risk SO 7.1 in the Board Assurance Framework (facilities being unsuitable or unfit for purpose may lead to increased risk to patient safety; lesser quality of care and patient experience; increased cost of operation; and breach of statutory requirements).  CD noted that since the operations reorganisation, the Estates team was working more closely with the directorates.  CD now attended the weekly Operations Senior Management Team meeting, with representatives of the directorates, and was preparing to attend individual directorate Senior Management Team meetings on a quarterly basis.  CD also attended the Services and Estates Quality Improvement Committee meetings which considered Care Quality Commission Outcome 10 (safety and suitability of premises) and new risks for the local risk register.  A separate risk management group had also been established which included the Head of Quality and Safety, Health and Safety advisors, Fire Safety advisors and representatives from Infection Control to develop the local risk register and ensure that operational environmental risks were considered.  AG noted that it was reassuring to hear that more integrated working was taking place with the directorates.  The Chair noted that it would be useful for the Committee to receive the findings of TIAA’s internal audit work around risk management.  

CD and JCH left the meeting.
Item 10(a) Internal Audit Report on The Cube

The DoF reported that, prior to the meeting today, he had circulated over email the detailed management response to the Internal Audit recommendation relating to patient consent and information regarding the use of personal data. This response has been reviewed and endorsed by the Information Management Committee in April 2014.  The Chair noted that the Committee would review the management response out-of-session and discuss at the next meeting.  The Chair noted that the Committee’s role was not to opine on the accuracy of the auditors’ interpretation of information governance requirements and that the report and responses to recommendations should have been made available earlier, together with an explanation of unresolvable difference of opinion if necessary.  The Committee requested that the Executive consider the importance of responding to Internal Audit reports in good time, given the Committee’s recent experience in following up management responses to Internal Audit reports on Estates and The Cube.  

The Committee confirmed that the remaining items from the 22 April 2014 Summary of Actions had been actioned, completed or were on the agenda for this or a future meeting: 2(c); 2(g); 3(j), (l), (m)-(p); 3(r); 4(b)-(h); 6(c); 6(g); and 12(b).  

JCH re-joined the meeting.


	Action
MME

HS

PG/CD/MME

All

MME

	ANNUAL ACCOUNTS, ANNUAL REPORTS AND SUPPORTING DOCUMENTS

	3.
a

b

c

d

e

f

	External Audit final report on the Financial Statements and Value For Money including Management Representation Letter
SBa presented the External Audit report on the financial statement audit for the year ended 31 March 2014 (Paper AC 27/2014) which included, at Appendix 3, the Management Representation Letter (Paper AC 29/2014).  SBa confirmed that the audit was substantially complete and Deloitte anticipated issuing an unmodified audit opinion on the financial statements and Value For Money.  The significant risk areas were as presented in the plan and the report; no additional significant risks had been identified; and there were no unadjusted misstatements to report (materiality had been set at £2.8 million in the audit plan with the threshold for reporting misstatements at £138,000).  SBa noted the high standard of the draft financial statements and annual report which had been presented to the previous meeting of this Committee.  

In relation to significant risk areas, SBa highlighted that:

· on revenue recognition and debt provision, the level of NHS receivables had increased compared to the previous year but compared favourably to the level in other NHS Trusts and had not increased by as much as other NHS Trusts.  The NHS revenue recognised by the Trust and its provision for the impairment of receivables was reasonable; 
· on  valuation of land and buildings, the assumptions used to value the estate were tested and found to be reasonable; 
· on the community services property transfer, the terms of the transfer had included the writing of an option to transfer land associated with a football pitch site which had not currently been written.  Once the option had been granted, the Trust would need to assess its fair value and how to account for it; and 
· no instances of management override of controls had been identified.   

In relation to Value For Money, SBa noted that the external audit had considered Cost Improvement Programme (CIP) performance in the context of the challenges of delivering CIPs across the health sector and had been assured of the efforts being made to secure Value For Money.  The Committee agreed that the conclusion in this report on Value For Money should be shared with the Council of Governors.  The Council should also be reminded of the Trust’s achievements in reference costs.  
SBa recognised that the comments made in the previous year’s audit had substantially been resolved, with the exception of a lease still to be formalised in relation to buildings on land over which the Trust had no formal legal rights.  Negotiations were on-going to resolve this.  
The Committee reviewed the Management Representation Letter at Appendix 3 and requested the following amendments:
· at paragraph 22 to refer to significant deficiencies; 
· at paragraph 29 to remove “with” from the final sentence; 
· at paragraph 31 to include a figure for over performance;
· at paragraph 32 to make clear that the relevant note “shows” the trade and other receivables; and 
· at paragraph 40 to remove the duplication in the list.  

The Committee noted the report and, subject to the comments above, approved the text of the Management Representation Letter.  


	SBa/
PT

AC
SBa/

PT

	4.
a

b

c
	FY14 Going Concern Statement 
The DoF presented Paper AC 31/2014 and confirmed that this had been amended since the draft previously presented to the Committee at its meeting on 22 April 2014.  More detail had been included around financial risks.  Sections 9 and 20 in Appendix 1 had been updated with the current contractual position with the main commissioners and with references to the Clinical Commissioning Group’s declaration of going concern position.   The DoF noted that there were still risks in the overall health system with the national shortfall in specialised commissioning and the system’s ability to manage this risk.  

LW noted that the Finance and Investment Committee had been informed at its last meeting in May 2014 that the anticipated proceeds from the sale of land in Aylesbury were now forecast to be received slightly later than originally planned and would be included in the budget for 2015/16.  The capital budget had been amended to take this into account.  PD confirmed that the capital programme would be carefully managed and that a quarterly gateway review process was in place to manage spend and to release cash when necessary.  The Trust’s continuity of services rating would be maintained.  

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 a going concern; and it was appropriate for the accounts to be presented on a going concern basis.    


	

	5.
a

b
	Annual Governance Statement 
The Trust Secretary presented Paper AC 32/2014 and confirmed that the Annual Governance Statement had been amended following comments at the meeting on 22 April 2014.  

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

	

	6.
a

b

c
	Annual Accounts 
GS and AP presented the audited Annual Accounts (Paper AC 33/2014) and highlighted the following changes since the first submission to Monitor:
· reclassifications in the cash flow statement between trade and other payables and purchase of property, plant and equipment; 
· note 5.2 now separated commissioner requested services from non-commissioner requested services; 
· note 8.5 reclassification to non-contractual payments requiring HM Treasury approval; 
· note 19.5 additional narrative on the loss on disposal; 
· note 20 additional narrative reconciling the revaluation loss included in other comprehensive income to the disclosure note; 
· note 22.2 revised disclosure to reflect receivables not yet due; 
· note 28.1 additional narrative on the categories of provision; 
· note 39.1 removal of prior year asset held for sale figure, for consistency; and 
· note 42 reclassification within special payments.

The Committee noted that the Annual Accounts had been reviewed thoroughly at the meeting on 22 April 2014 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.  

TA joined the meeting.  


	

	7.
a

b

c

d

e
	External Audit findings and recommendations from the 2013/14 Quality Report external assurance review
SBa and PT presented Paper AC 28/2014 and 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.  Subject to including the review of feedback from stakeholders, agreeing the indicators tested were appropriately presented in the final version of the Quality Account and receiving the final signed Quality Report and Letter of Representation, Deloitte anticipated issuing an unmodified opinion on the Quality Report.  

PT noted that the testing on the three mandated indicators had not revealed anything to imply that the indicators in the Quality Report had not been reasonably stated in all material respects.  Of the three mandated indicators which had been tested:

· minimising delayed transfers of care – this indicator had tested as satisfactory with only minor issues noted on rounding up and the position of final decimal places and had received an unmodified opinion; 
· access to crisis resolution – no significant issues had been noted against this indicator which had received an unmodified opinion; and
· the local indicator around the Friends and Family Test (FFT) – no audit opinion was required against the local indicator and some recommendations had been made to increase the level of assurance available from the indicator.  

PT confirmed that Deloitte’s prior year recommendations had been addressed.  Some areas for potential improvement had been identified against: minimising the amount of manual recording of data on a ward-by-ward basis; minimising the amount of manual validation required in updating patient records; validating the accuracy of the data processed by a third party provider for the FFT; and establishing a cut-off definition for completion and receipt of the FFT survey.  

PG rejoined the meeting. 

TA referred to the recommendation around validating the accuracy of the data processed by a third party provider for the FFT.  TA noted that it would be useful to compare against other NHS trusts to consider whether there were any potential issues with patients not entering suitable data or other data quality issues.   LW suggested that TA request SAS 70 (Statement of Auditing Standards 70) or equivalent assurance against controls in the third party provider for the FFT.  The Chair requested an update to the next meeting on the assurance available from the third party provider for the FFT against controls and/or data quality.  

The Committee noted the report.  


	TA

	8.
a

b
	Quality Report 2013/14 and Quality Account 2014/15 
TA presented Paper AC 34/2014 and confirmed that this had been updated following the External Audit findings and recommendations.  

The Committee reviewed and APPROVED the text of the Quality Report and the Quality Account.  

TA left the meeting.


	

	9.
a

b

c
	Annual Report 2013/14 
The Trust Secretary presented Paper AC 35/2014 and highlighted that:

· additional pensions disclosure had been included in the section on Salaries and Allowances.  As this was a new requirement, relevant comparative information had also been included for the previous reporting period which had not been required last year;
· the sections on the Strategic Report and Overview of the Trust had been brought together; 
· more detail had been included in relation to equality and diversity around policies for disabled employees and gender diversity in senior management; and
· Deloitte would conduct a final technical review of the text. 

Subject to Deloitte’s final technical review of the text of the Annual Report, 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 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. 

GS and AP left the meeting.    
	

	OTHER BUSINESS ITEMS AND PROGRESS REPORTS

	10.
a

b

c

d

e

f

g

h

i

j

k

l
	Internal Audit Plan 2014/15 and revised Counter Fraud Plan 2014/15 
PG presented Paper AC 36/2014 and highlighted the development of the Internal Audit Plan against the framework of the Trust’s Strategic Objectives, Board Assurance Framework (BAF), the Trust’s reduction in harm priority areas and how the plan would be influenced by future discussion with the members of this Committee and future review of the Trust’s risk registers.  

AG asked how the balance and allocation of days in the Internal Audit Plan against each of the Trust’s Strategic Objectives had been reached, noting the variation between the 45 days allocated against Strategic Objective 1 (Driving Quality Improvement) and the 15 days allocated against Strategic Objective 3 (Delivering Innovation, Learning and Teaching).  PG replied that the current allocation of days was a starting point which had been reached through review of the BAF and discussion with the Director of Finance.  The allocation of days could be revisited and changed later; flexibility was available through use of the Counter Fraud work plan, which would offer more Internal Audit time against HR issues, and use of the 20 unallocated contingency days.  The DoF added that Internal Audit coverage was currently weighted towards quality, efficiency and productivity objectives.   CS noted that it would be sensible to anticipate now that some time would be required to audit against Strategic Objective 4 (Developing Our Business) and that this should be included within the plan.  

LW asked how the RAG ratings against the potential audit areas had been reached and derived from TIAA’s GUARD planning system, especially as in some areas the ratings diverged from the Trust’s previous assessment.  LW highlighted that although financial systems had historically been a strong area for the Trust with substantial controls in place, the RAG rating in the plan showed this as a red-rated area implying concerns with assurance.   LW asked what risk assessment had been done to lead to a red rating in this area as it was important for the Internal Audit Plan to be based on a clear and robust risk assessment.  PG replied that he would check but that it was standard for financial systems to be flagged as at high risk.  

SBa confirmed that the reference on page 8 at note 4 was accurate in relation to External Audit’s approach not being dependent on traditional financial systems work being undertaken by Internal Audit.  

The Committee noted that previous Internal Audit practice had been to share the assignment reports with the Committee prior to audits commencing and requested that this continue.  PG asked if the Committee wished to receive both the Terms of Reference and the resulting audit reports.  The Committee confirmed that it should receive both the Terms of Reference and the resulting audit reports, noting that it would be useful to be able to influence the Terms of Reference in the planning stages.  

The Committee considered the list of potential topics for other audits on page 14 and asked the DoF for a proposal on how to spend the remaining 20 contingency days.  

The Chair noted that the Internal Audit Plan had been prepared as part of wider strategic planning covering a three-year period to 2016/17.   The Chair asked for more information on the three-year planning and what Internal Audit aimed to achieve so that the current Internal Audit Plan 2014/15 was not considered in isolation.  

The Chair referred to page 11 and the audits planned against Strategic Objective 5 (Developing Leadership, People and Culture) and requested that the Committee input into the planning, especially areas around training and development.  
The Chair referred to page 12 and the audits planned against Strategic Objective 6 (Getting the most out of Technology) and requested that audits on security and data quality be considered.   The Chair noted the challenges for the Trust in producing statistics on ward staffing and suggested that it would be helpful if Internal Audit could ensure that the right information was available in this area.  

The Trust Secretary referred to page 8 and the proposed audits on the Integrated Governance Framework.  The Trust Secretary noted that the Trust was in the process of agreeing the new Integrated Governance Framework.  The Trust Secretary asked whether the planned Internal Audit work would support the emerging Monitor requirements for NHS Foundation Trusts to undertake an external governance review every three years.  PG replied that it was unlikely that TIAA would be able to undertake the external governance review but that the Internal Audit work could be focused so that other parties may rely on it which may make any external governance review more efficient and reduce cost.  

The Chair noted that a revised Counter Fraud Plan had been presented but that it was not clear what the changes were in the plan from the previous version presented.  The Chair noted that, as discussed at the previous meeting, the Counter Fraud Plan should be made flexible to accommodate additional contingency days which may be required for unexpected referrals, especially as the Trust typically provided 15-20 referrals per year, and a Counter Fraud representative should be present at all Trust-wide staff induction sessions.  PG noted that revisions had taken place but he would check and report back on what had changed.  

The Committee noted the report and emphasised that any changes to the scope and timing of the Internal Audit Plan should be brought back to this Committee for agreement.  The Committee requested that a further meeting be held in June 2014 for the Committee to meet with Internal Audit and Counter Fraud to discuss further.  


	PG
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	11.
a

b

c
	Audit Committee Annual Report 2013/14
The Chair presented Paper AC 37/2014 which summarised the performance and work programme of the Committee for 2013/14.  No amendments were proposed to the Committee’s Terms of Reference.   

HS tabled Annex B, setting out the Committee’s costs for 2013/14 and as compared against 2012/13, to the meeting.  

The Committee received the annual report, including Annex B as tabled to the meeting, and APPROVED the annual report for submission to the Board.


	

	12.
a


	AOB 
None.
	

	The meeting was closed at: 12:01. 
	

	Dates of next meetings: 
· extraordinary meeting on Wednesday, 11 June 2014 12:30-13:30; and
· ordinary meeting on Thursday, 18 September 2014 09:30-12:00
	


BoD 111/2014


(Agenda item: 15(ii))
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