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Audit Committee
[DRAFT] Minutes of the meeting held on 22 April 2015 at 09:30 in the Boardroom, Chancellor Court, Oxford OX4 2GX
	Present:
	

	Alyson Coates
	Non-Executive Director (Chair/AC)

	John Allison
	Non-Executive Director (JAl) part meeting

	Sue Dopson
	Non-Executive Director (SD) part meeting

	Lyn Williams
	Non-Executive Director (LW)

	
	

	In attendance:

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

	Stuart Bell
	Chief Executive (the CEO/SB) part meeting

	Justinian Habner
	Trust Secretary (JCH)

	Martin Howell
	The Trust Chair (MH) part meeting

	Mike McEnaney
	Director of Finance (the DoF/MME)

	Clive Meux
	Medical Director (the MD/CM) part meeting

	Adam Perryman
	Senior Accountant (AP) part meeting

	Gerald Sheeran
	Head of Financial Services (GS) part meeting

	Sue Barratt
	External Audit Partner, Deloitte LLP (SBa) part meeting

	Laura Rogers
	External Audit Manager, Deloitte LLP (LR) 

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

	Gareth Robins
	Local Counter Fraud Specialist, TIAA Ltd (GR) 

	Hannah Smith
	Assistant Trust Secretary (Minutes) (HS)


The meeting followed a private meeting held between the Committee members and the Internal and External Auditors.  

	1.
	Welcome and Apologies for absence
	

	a

b
	The Chair welcomed Laura Rogers, Deloitte, back to the meeting and thanked Paul Thomas, Deloitte, for his work and contributions in the past months.  
Apologies for absence were received from: Anne Grocock, Non-Executive Director (AG).  

	

	2.
a
b

c

d

e
	Minutes of the meeting held on 05 February 2015
The Minutes of the meeting were approved as a true and accurate record. 
Matters Arising 

Item 2(c) Management paper on the recognition of revenues from NHS partnership arrangements

The DoF updated the Committee that once contract negotiations had been completed, this detail would be provided to the Committee.  

Item 7(c) Internal Audit report on Financial Management – Recommendation 1

PG confirmed that this recommendation had been amended as requested to record that the Board of Directors’ Scheme of Reservation and Delegation of Powers had been reviewed and approved in 2014. 

The Committee noted that the following actions would be carried forward to the next meeting: 5(a), 6(b) and 7(g) on the Standing Financial Instructions

The Committee confirmed that the remaining items from the 05 February 2015 Summary of Actions had been actioned, completed or were on the agenda for the meeting: 2(d); 3(b); 5(b); 5(c); 7(f); 7(g); and 11(b).  

	Action
MME

	Clinical Audit assurance

	3.
a

b

c

d

e

f

g

h

i
	Clinical Audit Report
The MD presented Paper AC 12/2015 which reviewed assurance processes relating to clinical audit including: the process for the development of the Clinical Audit Plan; the governance arrangements for reviewing clinical audit results and monitoring improvement plans through the Clinical Audit Group and the Effectiveness quality sub-committee; delivery of clinical audit training; an update of the self-assessment against the Healthcare Quality Improvement Partnership (HQIP) criteria for good clinical audit; and an update on progress against the recommendations from the Internal Audit review of clinical audit.  The report also considered the pros and cons of independence in clinical audit and the Trust’s approach.  

The MD highlighted the outcome of the self-assessment against the HQIP criteria for good clinical audit and noted that the following criteria would be subject to further development: 
· clinical audit should be part of a structured programme – in particular in relation to local audits within clinical directorates, rather than Trust-wide audits; 
· service users should be part of the clinical audit process; 
· managers should be actively involved in clinical audit and in particular the development of action plans from audit enquiry – the MD noted the progress which had already been made through the participation of Clinical Directors at meetings of the Integrated Governance Committee (now the Quality Committee) during discussion on clinical audit matters; and 
· action plans should address the local barriers to change and identify those responsible for service development.  

The Trust Chair joined the meeting. 

LW referred to the HQIP criterion that managers should be actively involved in clinical audit.  LW asked whether the quarterly Directorate Performance meetings, which were referenced in the response to this criterion, provided sufficient review and challenge of clinical audit results, compared to the Quality Committee.  The MD replied that the reports provided to the Directorate Performance meetings included analysis of clinical audits but that more could be done to ensure that these were specifically discussed during meetings.  By comparison, by the time that clinical audit was discussed at the Quality Committee, the results and ratings had already been thoroughly discussed at the Effectiveness quality sub-committee and the Clinical Audit Group.  The Committee noted that one of its members, AG, was already a member of the Quality Committee and had participated in discussion on clinical audit taking place at that level.  The Committee agreed that the MD should invite LW to attend a meeting of the Effectiveness quality sub-committee or the Clinical Audit Group to observe the more detailed discussion on clinical audit taking place at these levels of the Trust’s integrated governance framework/committee structure. 

The MD referred to the progress being made against the recommendations from the Internal Audit review of clinical audit and noted that the revised draft Clinical Audit Policy would be circulated for review and comment to the Quality Committee and the Audit Committee prior to recommendation for final approval by the Quality Committee.  LW noted that the progress update against the second recommendation, in relation to a central log for registration, did not address the recommendation being made.  The MD to review and update.  

The Committee considered the draft Clinical Audit Strategy which was included at Appendix 1 to the report.  The MD noted that this was still undergoing a period of consultation and that significant further work would take place to develop the draft strategy.  LW suggested that the section on organisational fit should be more related to clinical audit and that the objectives should include a plan for how they would be achieved, the timetable for doing so and who would be responsible for them.  

The Committee discussed the Trust’s approach to independence in clinical audit.  The MD noted that the Trust involved its clinicians in clinical audits, rather than taking a completely independent approach to the delivery of clinical audits, as direct clinical ownership of audits and actions from audits was more likely to lead to positive change and an improvement in practice.  Independent oversight and maintenance of standards was, however, provided through the input of the central quality and clinical audit team.  LW asked PG what best practice was in other organisations in relation to independence of clinical audit.  PG replied that approaches varied but that he recommended a hybrid approach so that the organisation’s own clinicians were involved in clinical audits with independence also provided through peer review and other processes.  

The Chair asked how the findings from clinical audit processes could inform the Internal Audit Plan and use of the contingency days held on the Internal Audit Plan.  The MD replied that he would consider this more actively in the future through discussion with the Chair in particular in relation to the use of Internal Audit contingency days.  The CEO added that areas of data accuracy and integrity which were flagged through clinical audits could be usefully checked and reviewed by Internal Audit also.  

The Committee noted that it was more reassured than it had been previously about the robustness of clinical audit processes.  However, more progress was required to ensure that clinical audit, and other Internal Audit activity, was appropriately coordinated and did not duplicate effort.  

The Committee noted the report. 

The MD left the meeting. GS and AP joined the meeting.  


	CM

CM/HS

CM

CM

CM/AC



	Draft Accounts and Supporting Documents

	4.
a

b

c

d

e
	Draft Annual Report 2014/15 and Draft Quality Account and Report 2014/15
The Trust Secretary and TA presented the most recent versions of the Draft Annual Report 2014/15, the Draft Quality Report 2014/15 and the Draft Quality Account 2015/16, together forming paper AC 13/2015.  

The Trust Secretary highlighted that, in the Draft Annual Report, placeholders had been left for the confirmed Q4 Monitor risk ratings and more detail to be included on the cost improvement target and the Trust’s deficit.  In the previous year, the Trust had declared non-compliance with how directors and governors would be assessed against the Fit and Proper Persons test.  This had been addressed during 2014/15 and the Trust was fully compliant with the provisions of the Code of Governance.  

The Committee discussed including reference to the Deloitte report on the Cost Improvement Programme and suggested that this be covered in the sections on cost improvement performance/target and/or on the work of the Audit Committee.  The Committee noted that the report had been provided through non-audit consultancy services by the provider of External Audit services, currently Deloitte LLP, as referred to in the minutes of the previous meeting.  
The Committee reviewed the Draft Quality Report 2014/15 and the Draft Quality Account 2015/16 and suggested that:
· more data be included in appendices to improve readability and more use be made of RAG ratings;
· the statement on quality from the Chief Executive refer to parity of esteem; and 
· SBa provide guidelines/wording around the offence of providing false and misleading information.  

The Committee noted the report and, subject to the comments above, recommended the draft for circulation to stakeholders.  

TA left the meeting.  


	JCH

TA/
SBa

	5.
a

b

c

d

e

f

g

h

i

j

k

l
	Draft Financial Statements and Accounts and approval of preparation of Accounts on a Going Concern basis
The most recent versions of: (i) the Draft Annual Statutory Accounts – Year Ending 31 March 2015; (ii) a high-level summary of the 2014/15 Annual Accounts Primary Financial Statements illustrating the differences compared to the 2013/14 Annual Accounts ((i) and (ii) together forming Paper AC 14/2015); and (iii) the Draft FY15 Going Concern Statement (Paper AC 15/2015) were tabled to the meeting.  
The DoF noted that the Statement of Cash Flow was in line with cash flow forecasts and highlighted that:
· from the Statement of Comprehensive Income and by comparison with the previous reporting period – income had increased by approximately £2.3 million and expenditure had increased by approximately £10.7 million, leading to a negative net variance of approximately £8.4 million against 2013/14.  The key drivers for this change had included revenues, reversal of impairments, increased depreciation for the Whiteleaf Centre, dilapidations costs and the increase in the public dividend capital charge;
· from the analytical review of income – the block contract positive variance from the impact of various income increases for additional in-year service developments against deflation against the block contract; 
· from the analytical review of income – the Community Services negative variance following deflation and the decision not to continue to provide the 111 contract in Oxfordshire; 
· from the analytical review of income – the Research & Development negative variance following a reduction in revenue.  The DoF noted that there was a natural ebb and flow in the revenue from research projects and that towards the end of research projects there tended to be a reduction in revenue until new projects were fully up and running; 
· from the analytical review of expenditure – the increase in Extra Contractual Referrals costs leading to an increase in costs for the purchase of healthcare from non-NHS bodies; the increase in dilapidations leading to an increase in premises costs; and the increase in drugs costs across clinical directorates and the increase in costs of sales for the Oxford Pharmacy Store due to the complexity of the business and the inventory being held; and
· from the Statement of Financial Position – the decrease in NHS deferred income. 

The Chair referred to the analytical review of expenditure and noted that expenditure on the Deloitte report on the Cost Improvement Programme should not be filed under “audit services – other” because these costs were incurred for non-audit services.  Note 13.1 (audit fees) in the draft accounts should also be updated accordingly as the costs were not audit fees.  SBa agreed that these costs should be identified separately from other audit services.  GS and AP to amend.  

LR referred to note 1.4 (expenditure on other goods and services) and asked why wording from the previous reporting period on inventory had been removed.  GS and AP to check and report back.  

LW referred to note 8.1 (employee expenses) and noted that, although not unexpected, the increase in spend on bank and agency staff was striking compared to the previous reporting period.  

LW referred to note 11.1(b) (NHS Pension Scheme – full actuarial (funding) valuation) and the reference to the formal valuation to be carried out in March 2012 and queried the accuracy of the date.  AP replied that updated disclosure wording from the NHS Pension Scheme was awaited at which point the date reference would be corrected.  

SBa referred to note 16 (finance income) and asked what was included within “other interest”.  AP replied that this referred to the employee lease car scheme.  

LW referred to note 19.1 (property, plant and equipment) and asked why the net book value of the private finance initiatives had increased.  GS replied that this was following the valuation increase from the District Valuer’s assessment.  

 LW referred to note 42.4 (Buckinghamshire County Council Pension Scheme – Oxford Health NHS FT liability) and asked why the Trust’s liability was listed as £629,000 whilst the overall deficit in the scheme was £891,000.  AP replied that the Trust was only liable for the £629,000 incurred after the relevant staff had transferred to the Trust, not the remainder of the overall deficit which included the past service of the employees prior to transfer to the Trust.  

The Chair noted that it would also be useful if the overall operating deficit was stated separately, without impairments, to assist users of the accounts.  The DoF replied that the Annual Report may provide a means of doing this.  

The Committee considered the draft FY15 Going Concern Statement.  The DoF noted that the Going Concern Statement would apply for the 12 month period from the sign-off date of the accounts at the end of May 2015 to the end of May 2016.  The DoF emphasised the importance of: (i) the review of key issues and risks (at Appendix 1) to support the going concern basis; and (ii) the financial plans for FY16 and FY17.  The Committee noted that subject to the review of detailed cash forecasts and financial scenarios for FY16 and FY17, the going concern basis was supported but this additional information would need to be reviewed by the next meeting in May 2015.  The DoF replied that the information would be available at the Board meeting in April 2015 and the declarations for the submission to Monitor in mid-May would be made upon the same basis.  

The Committee:
i. RECEIVED AND APPROVED the Draft Annual Statutory Accounts and the high level summary of the 2014/15 Annual Accounts Primary Financial Statements (Paper AC 14/2015) and, subject to the comments above, AGREED that the Trust Secretary should submit these to Monitor; and 
ii. AGREED that, subject to the comments above, the draft Going Concern Statement (Paper AC 15/2015) was recommended to the Board for approval and formal sign-off with the assurance of the Committee and the Committee was not aware of other material issues or considerations which could impact upon the Trust.


	GS/AP

GS/AP

MME



	6.
a

b

c
	Draft Annual Governance Statement
The Trust Secretary presented Paper AC 16/2015 and noted that the final version of the Annual Governance Statement would be brought to the Committee with the final Financial Statements and Accounts at the next meeting.  

The Committee requested that:
· the references on page 5 to the reporting of Internal Audit results to the Committee be amended to clarify that the results of all Internal Audit reports were formally reported to the Committee but that reports which received an assessment of limited assurance, or lower, were presented at Committee meetings;
· page 8 be updated to refer to the External Audit review of the quality indicator; 
· the first significant risk listed on page 9 be amended as follows (suggested change in bold and italics): “Failure to successfully influence, manage and prepare for further changes in commissioning arrangements”; 
· an additional significant risk be included around staffing levels; and
· the Health and Safety Executive Investigation and outcome be referred to. 

The Committee noted the report. 

The Trust Chair, GS and AP left the meeting.  


	JCH

	7.
a

b
	External Audit Progress Report

SBa provided an oral update and noted that the primary phases of the external audit had been completed, the initial drafts of the financial statements had been received and final work was about to commence.  

The Committee noted the oral update.  

	

	AUDIT REPORTS

	8.
a

b

c

d

e

f

g

h

i

j

k

l

m

n

o

p
	Internal Audit update including Head of Internal Audit Opinion, Progress Report and Annual Report, Draft Internal Audit Plan 2015/16 and Internal Audit Report on Review of Maintenance – Compliance Work

PG presented Paper AC 17/2015 and summarised progress against the 2014/15 Internal Audit Plan.  PG reported that five Internal Audits from the 2014/15 Internal Audit Plan had not yet been finalised: Harm Reduction Priorities; Information Governance; IT Contract Review; Education; and Quality Impact of Service Change.  Draft reports were available for the first four of these audits.  Further work was required on the audit of Quality Impact of Service Change following the outcome of the initial fieldwork.  
Head of Internal Audit Opinion

PG presented the Head of Internal Audit Opinion, an annual opinion based upon, and limited to, the work performed by Internal Audit over the past twelve months on the overall adequacy and effectiveness of the Trust’s governance, risk management and control processes i.e. its system of internal control, and which took into account the assurance levels which had been awarded on each relevant Internal Audit report.  The Head of Internal Audit Opinion was intended to contribute to the assurances available to the Accounting Officer and the Board to underpin the Board’s assessment of the effectiveness of the Trust’s system of internal control and to assist in the completion of the Annual Governance Statement. 

PG confirmed that the overall opinion was of “reasonable” assurance as a generally sound system of internal control was in place, designed to meet the Trust’s objectives, and controls were generally being applied consistently.  However, some weaknesses in the design and/or inconsistent application of controls put the achievement of particular objectives at risk.  Areas for improvement had been identified, as the Committee was aware of from the Internal Audit reports which had been produced in-year.  During the reporting period, two Internal Audits had received “limited” assurance levels.  

The Chair asked why the Head of Internal Audit Opinion referred to the Trust’s financial forecast as at the end of February 2015 as having been taken into account in the opinion on the Trust’s system of internal control.  PG replied that this was taken from stock wording in the TIAA template for the Head of Internal Audit Opinion.  Once the final year-end financial position was known, this wording would be updated.  The Chair and LW noted that this wording did not add value to the opinion being given or the focus of the opinion, which should be upon the Trust’s system of internal control based upon the findings of the relevant in-year Internal Audit reports.  

The Chair noted that the reference on page 2 of the report to all planned work having been carried out and reports issued was currently inaccurate given that five Internal Audits from 2014/15 had not yet been finalised.  PG to remove the reference.  The DoF noted that the reference on page 2 to no work having been carried out in addition to the work in the Internal Audit Plan may also be inaccurate.  The Trust had requested additional work to be undertaken.  PG to clarify.  

The Chair noted that it was not clear from the report which Internal Audits had received the five “urgent” or high priority recommendations referred to on page 3 of the report.  LW added that the figures in the table on the right hand side of page 3 did not match up to the figures in the table on the left hand side of page 3 in relation to the number of “important” or “routine” recommendations.  PG to check. 
The CEO left the meeting.
Internal Audit Progress/Annual Report 

The Chair referred to the private pre-meeting between the Committee members and the Internal and External Auditors which had taken place prior to the start of the formal Committee meeting.  The Chair reported that the Committee had expressed its concern that: the programme of work against the 2014/15 Internal Audit Plan had not been completed; the delivery of the work had been heavily towards the end of the reporting period; and the quality, accuracy and processes of the most recent audits had not been to the standard of the earlier audits.  The Chair referred specifically to concerns with inaccuracies in the specialist audit report on End of Life Care and as referred to earlier in this meeting under the discussion on the Head of Internal Audit Opinion above.  The Committee asked that TIAA’s regional director or chief executive attend the next meeting in May 2015 to present a letter of comfort to explain the steps which would be put in place for the delivery of the 2015/16 programme of work, the staffing levels which would be made available to ensure the completion of the work and the control measures in place to ensure the quality of the work.  
Draft Internal Audit Plan 2015/16

PG presented the Draft Internal Audit Plan 2015/16 and noted that some feedback had already been received from the Trust’s senior management and the Extended Executive, in response to which: there would be more emphasis on follow-up audits from the work done this year; the scope of audits around HR and Data Quality would be reviewed; and the next draft of the Plan would also include the Cost Improvement Programme, Pharmacy and Medicines Management.  

The Chair asked why the Draft Internal Audit Plan 2015/16 appeared very different from the rolling three-year forward-looking plan which TIAA had produced in June 2014.  PG to check.  

LW noted that the Draft Internal Audit Plan 2015/16 included financial management and that during 2014/15 an Internal Audit of financial systems had been carried out.  LW asked whether it was mandatory to undertake an annual audit of financial management or financial systems.  PG replied that annual audits of core financial transactional systems work were no longer mandatory but that these could still be areas of risk which would be useful to audit.  LW noted that it may be worth considering whether the work of External Audit was sufficient to provide assurance that the Trust’s controls were adequate in these areas.  

SBa left the meeting.
The Committee suggested that the Draft Internal Audit Plan 2015/16 also consider/include the following areas:
· staffing levels, bank and agency usage and the impact of the new flexible recruitment systems; and
· liaison between Internal and Clinical Audit (subject to PG discussing further with the Medical Director, the Director of Nursing, the Chief Operating Officer and the Head of Quality and Risk).  

The Committee noted that the following areas may not need to be included in the Draft Internal Audit Plan 2015/16:
· safeguarding (adult and child) – significant work had already taken place in this area; 
· infection control – given the good performance in the current year; and
· patient and public engagement – this may be more appropriate for a future Internal Audit Plan once the patient and public engagement strategy had been re-launched, following the proposal which would be presented to the Board meeting in April 2015. 

The Committee noted that the current Draft Internal Audit Plan 2015/16 could not yet be approved and requested that a revised draft be circulated, together with the rolling three-year forward-looking plan, for context, out of session before further consideration at the next meeting in May 2015.  
JAl left the meeting.  

Internal Audit Report on Review of Maintenance – Compliance Work

The DoF presented the Internal Audit Report on Review of Maintenance – Compliance Work.  The DoF noted that overall “reasonable” assurance had been achieved but that significant concerns had been raised and “important” recommendations had been made.  The DoF reported that significant progress had been made to address the concerns and recommendations, especially as the review had identified areas which were already known about and in the course of being reworked.  

The Chair noted that she had expected the Director of Estates and Facilities to attend to present the report and the progress being made against the recommendations.  Although an assessment of “reasonable” assurance had been achieved, important recommendations had still been made and it was potentially useful for the Committee to understand in more detail the actions being taken so that this could inform other planning, including future Internal Audit Plans.  The Committee noted that the Internal Audit Report on Review of Maintenance – Compliance Work would also be discussed at the Estates Performance Review meeting in April 2015, which LW would attend, and that this may present a further opportunity to follow-up on the actions in more detail, rather than presenting the report again at the next meeting of this Committee in May 2015.  

The Committee noted the report.  

	PG

PG

PG

PG

PG

PG

PG

MME



	9.
a

b

c
	Counter Fraud Annual Report 2014/15
GR presented Paper AC 18/2015 which summarised counter fraud activity undertaken during 2014/15 across the four areas indicated in the NHS Protect Standards for Providers: strategic governance; inform and involve; prevent and deter; and hold to account.  

GR highlighted that over the year 761 staff had received face to face fraud awareness training, nine investigations and two inquiries had taken place and there were no open investigations at this time.  The self-assessment for 2014/15 was positive and the one area of activity which had been RAG-rated as amber (prevent and deter) was on course to move to a green rating.  

The Committee noted and received the report. 

SD left the meeting.  The meeting was no longer quorate.


	

	FOR ASSURANCE

	10.
a

b
	Single Action Tender Waivers (SATWs), 01 January to 31 March 2015
The DoF presented Paper AC 19/2015 which reported on: (i) SATWs during the period; (ii) Single Action Quotation Waivers (SAQWs) between £5,000 and £25,000; and (iii) invoices without a purchase order over £25,000.  

The Committee noted the report.


	

	11.
a

b
	Quality Committee minutes of the extraordinary meeting on 23 January 2015 and the ordinary meeting on 13 February 2015

The Trust Secretary presented Papers AC 20-21/2015, the minutes of the extraordinary meeting of the Quality Committee on 23 January 2015 and the ordinary meeting of the Quality Committee on 13 February 2015.  

The Committee noted the minutes.  

	

	12.
a


	Any Other Business 
The Chair and the Committee noted that this was the last meeting of the Committee which the Trust Secretary would attend and thanked the Trust Secretary for all his support and work for the Committee. 


	

	The meeting was closed at: 12:08. 
	

	Date of next meeting: Thursday, 21 May 2015 09:30-11:30
	


BOD 85/2015


(Agenda item: 18(i))
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