PUBLIC
PUBLIC
 Minutes of the Audit Committee, 22 May 2017 

[image: image1.jpg]Oxford Health m

NHS Foundation Trust





Audit Committee
Minutes of the meeting held on 22 May 2017 at 09:30 in the Ascot Room, Corporate Services Building, Littlemore, 
Oxford OX4 4XN
	Present:
	

	Alyson Coates
	Non-Executive Director (the Chair/AC)

	John Allison
	Non-Executive Director (JA) 

	Anne Grocock
	Non-Executive Director (AG)

	Chris Hurst
	Non-Executive Director (CHt)

	
	

	In attendance:

	Stuart Bell
	Chief Executive (the CEO/SB)

	Dan Bruce
	Financial Accountant (DB) part meeting

	Martin Howell
	Trust Chair (MGH) part meeting

	Jane Kershaw
	Head of Quality Governance (JK) part meeting

	Mike McEnaney
	Director of Finance (the DoF/MME)

	Adam Perryman
	Financial Controller (AP) part meeting

	Kerry Rogers
	Director of Corporate Affairs and Company Secretary (the DoCA/ KR) part meeting

	Hannah Smith
	Assistant Trust Secretary (Minutes) (HS)

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

	Laura Rogers
	Senior Audit Manager, Deloitte LLP (LR) part meeting

	Sharon Birdi
	Internal Audit - Senior Audit Manager, TIAA Ltd (SBi) part meeting

	Ian Sharp
	Internal Audit – Regional Managing Director, TIAA Ltd (IS) part meeting


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

	1.
	Welcome and Apologies for absence
	

	a


	Apologies for absence were received from: Sue Dopson, Non-Executive Director; Paul Dodd, Deputy Director of Finance (the Deputy DoF); and Gareth Robins, Local Counter Fraud Specialist, TIAA.  

	

	2.
a
b

c

d
	Minutes of the meeting held on 25 April 2017
The Minutes of the meeting were approved as a true and accurate record.
Matters Arising 

Item 8(d) Quality Assurance Directorate of the Institute of Chartered Accountants of England and Wales (QAD)

The Chair to contact the QAD and request detail on the QAD quality review. 

Items 11(a) and 11(b) – Draft Business Intelligence Strategy and the CUBE 

The DoF reported that the draft Business Intelligence Strategy would be presented to the Committee for review from September 2017.  He noted that this was also anticipated to complete the action to provide a past, present and future position statement in relation to the CUBE.  

The Committee confirmed that the remaining items from the 25 April 2017 Summary of Actions had been actioned, completed or were on the agenda for the meeting: 2(d); 5(d); 6(b); 7(b); 10(b); 12(b); 14(a); and 15(a). 


	Action
AC

MME

	3. 
a
b

c


	Global cyber-attack

The Chair referred to the recent global cyber-attack which had disrupted organisations internationally and infected a number of NHS trusts.  She asked for an update on the Trust’s response to the cyber-attack as a test of the Trust’s resilience.  The DoF replied that the Trust to date had not had any instances of infection as a result of this cyber-attack.  The IT team had checked the Trust’s systems and would continue to check devices to ensure that all remained up-to-date with the most recent software updates.  He noted that the Trust’s resilience also validated previous decisions to invest in more up-to-date software.  The CEO noted the correlation between those NHS trusts which had been infected by the cyber-attack and those which were subject to financial special measures and which may have been constrained from investment in IT operating systems.  He suggested that the NHS was at risk of continuing to be vulnerable to cyber-attacks and noted the importance of continually striving to stay ahead in a fast-moving arena.  The Chair requested an update to a future meeting on any action plan arising from review of the cyber-attack. 

The Chair asked whether the auditors had any updates on cyber security.  Ian Sharp replied that the Internal Audit cyber security specialist would be issuing a client briefing note this week. 

The Committee noted the update.  

Jane Kershaw joined the meeting.  

	MME

	ANNUAL ACCOUNTS, ANNUAL REPORT AND SUPPORTING DOCUMENTS 2016/17 

	4. 
a

b

c

d

e

f

g
	External Audit final report on the financial statements and value for money, including the draft management representation letter 

Sue Barratt presented the external audit report on the financial statement audit for the year ended 31 March 2017 and the draft management representation letter (together Paper AC 28/2017).  Sue Barratt confirmed that the audit was substantially complete and Deloitte anticipated issuing an unmodified audit opinion on the financial statements, value for money and the Annual Governance Statement.  Materiality had been set at £4.7 million with the threshold for reporting misstatements at £233,000.  The significant risk areas were as presented in the plan and the report; and no additional significant risks had been identified.

She highlighted that, of the significant risks, property valuations had been a challenging area especially when working through the detail of past impairments but none of the potential range of outcomes were materially different from what the Trust had estimated and the conclusion of controls testing had been satisfactory.  The Trust’s valuation assumptions were in line with those of other trusts and within the expected range.  The Chair requested follow-up on property valuation assumptions in preparation for the coming year’s audit.  

She highlighted the positive impact of Sustainability and Transformation Fund (STF) funding and the year-end STF bonus payment upon the significant risk area of going concern status and financial stability.  The Trust was in a strong cash position but longer term financial stability was reliant on meeting future control totals by delivering Cost Improvement Programmes (CIPs), strong financial management and service transformation; there were cost pressures to be managed around agency spend and delivering CIPs.  The Trust’s Use of Resources rating under the Single Oversight Framework had also been impacted by its agency spend usage measured against the provider cap metric.  The Trust’s level of agency spend had increased compared to 2015/16 and the overspend was higher than other trusts which Deloitte audited.  However, the external audit had been satisfied that the Trust was aware of risks in this area and the audit had considered management’s processes for monitoring and minimising use of agency staff; the audit opinion was not modified in this regard.  

In relation to value for money, no issues had been identified which would need to be reported in the audit opinion in respect of the Trust’s arrangements for securing the economy, efficiency and effectiveness of the use of resources or the Annual Governance Statement.  

The Chair asked whether the audit conclusions would have been different had the Trust not benefitted from the STF funding and bonus payment.  Sue Barratt replied that this would have impacted upon the cash position and more work would therefore have been required in relation to the risk area of going concern status; if the Trust had not met its control total then this would have had a significant impact.  

Anne Grocock noted that the external audit had also considered the potential liability which the Trust faced from the agreed mechanism of sharing overall system risk arising from contracting with Oxfordshire CCG.  The audit had concluded that if the full amount the Trust was currently liable for under the Oxfordshire risk share became payable then the going concern conclusion still would not change.  Anne Grocock asked if this had been considered in light of the impact of the STF funding.  Sue Barratt replied that the consideration had been more around the management of the risk.  
The Committee noted the report and the draft management representation letter.

	

	5.
a

b

c

d
	External audit findings and recommendations from the 2016/17 Quality Report external assurance review

Sue Barratt presented the external audit report on the findings and recommendations from the 2016/17 Quality Report external assurance review (Paper AC 29/2017).  The scope of the work was to support a “limited assurance”, rather than a full audit, opinion which was based upon procedures specified by NHS Improvement in their guidance for external assurance on Quality Reports.  She confirmed that the review had been completed and that Deloitte anticipated issuing an unmodified opinion for inclusion in the Trust’s Annual Report.

She highlighted that this had been a very clean report and that past recommendations had been implemented.  In relation to the indicator selected by the Council of Governors on the total number of incidents reported, the external audit had also considered timeliness of incident reporting and consistency of classification, as this may be an important measure of the quality of the data, rather than just reporting on the one figure.  The Committee noted that it would be useful for the Council of Governors to consider for the future the scope and type of indicator to select.  

The Committee congratulated Jane Kershaw and the team on the Quality Account processes which continued to improve yearly. 

The Committee noted the report.  

	

	6.
a
b

c
	Going Concern Statement 

The DoF presented Paper AC 30/2017 which set out the proposed final Going Concern Statement.  The Committee noted that a full and thorough review of the evidence required to support the statement had been conducted.

The Chair referred to the Committee’s previous review of the draft financial statements at the last meeting on 25 April 2017 and the minutes of the meeting at item 5(j)-(k).  She noted that the Committee had made its recommendation on the Going Concern Statement subject to receiving confirmation that the Trust’s lead commissioner, Oxfordshire CCG, would be preparing its accounts on a going concern basis.   She asked if this confirmation was available.  The DoF replied that this was not yet available.   

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, subject to the comments above and receipt of confirmation that Oxfordshire CCG would be preparing its accounts on a going concern basis: 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; and the Trust had adequate resources to continue in operational existence for the next 12 months.

	MME

	7.
a

b

c

d

e
	Annual Accounts

Adam Perryman presented the audited Annual Accounts (Paper AC 31/2017) and highlighted the following changes since the first submission to NHS Improvement (in addition to other minor narrative, rounding and presentation changes), noting that there had been few changes since the previous month:

· Statement of Comprehensive Income – impairments and revaluations within other comprehensive income shown gross rather than net and a subtotal for other comprehensive income had been included;

· Note 1 (Accounting policies) – narrative added on accounts being true and fair; 

· Note 1.21 (Accounting standards that have been issued but not yet been adopted) – narrative added relating to the impact of IFRS16 (Leases); and 

· previous Note 40 (intra government balances) which had been included in the previous draft had been removed as this was no longer a reporting requirement. 

The Committee noted that the Annual Accounts had been reviewed thoroughly at the meeting on 25 April 2017 and no significant changes had needed to be made.  Chris Hurst added that he had also discussed the Annual Accounts with the DoF and the Deputy DoF and had no issues to report.  

The Chair referred to the differences in the presentation of the external audit fees paid as set out in the external audit report at Paper AC 28/2017 and in the Annual Accounts at Paper AC 31/2017.  Adam Perryman noted that this may also be the result of the inclusion of a late fee relating to the external audit review of the 2014/15 quality account and the impact of VAT.  Adam Perryman to provide a reconciliation of the 2016/17 external audit fees separately out-of-session. 

The Chair referred to the reporting on losses and special payments and noted that it may be useful to include some more explanation of the nature of ex gratia payments, noting that whilst some may be discretionary they were not ultra vires.  

Subject to the comment above, 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 NHS Improvement.

	AP/
MME



	8.
a

b

c

d

e
	Annual Report including draft Annual Governance Statement

The DoCA presented the near final Annual Report and the draft Annual Governance Statement (Paper AC 32/2017).  She noted that the length related to the keenness of staff to input and celebrate successes.  

Anne Grocock asked whether the highlighted paragraph/placeholder on p. 165 in relation to data quality issues would remain.  The DoCA replied that this was subject to discussion with the external auditors today to check whether there were data quality issues or Carenotes reporting issues to include.  

The Committee reviewed the Annual Report and suggested some minor narrative amendments to the Foreword.  

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

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

	

	9.
a

b

c
	Quality Report 2016/17 and Quality Account/Quality Priorities for 2017/18

Jane Kershaw presented the Quality Report and Quality Account/Quality Priorities (Paper AC 33/2017).  The Chair noted the external audit findings from Paper AC 29/2017 and that the Quality Report had achieved being significantly shorter compared to the previous year.  

The Committee reviewed the Quality Report and recommended that where staff were being recognised for their achievements then they should be named and the report personalised accordingly.  

Subject to the comments above, the Committee APPROVED the text of the Quality Report and the Quality Account. 

Jane Kershaw, Adam Perryman and Dan Bruce left the meeting.  

	

	10.
a

b

c

d

e
	Internal Audit Annual Report 2016/17 including final Head of Internal Audit Opinion

Ian Sharp and Sharon Birdi presented the report AC 34/2017 which summarised work completed against the 2016/17 Internal Audit Plan and provided the final Head of Internal Audit Opinion.  The final Head of Internal Audit Opinion had not changed from the draft provided to the meeting on 25 April 2017.  The Head of Internal Audit Opinion was 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 would take 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.  

The overall opinion was of adequate and effective risk management, control and governance processes to manage the achievement of the Trust’s objectives.  

Since the report provided to the previous meeting, the Patient and Public Engagement audit had been finalised and final management responses were awaited in relation to the review of Incident Reporting and Management; ratings had been assigned to all audits.  The Chair noted that the 2016/17 Internal Audit Plan had been completed.   

The Committee noted the report and that the Head of Internal Audit Opinion had not changed since the draft provided to the previous meeting on 25 April 2017.  

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, these should be submitted (along with the certificates and other documents) to NHS Improvement.

	

	GOVERNANCE, INTERNAL CONTROL AND ASSURANCE

	11.
a

b
	Standing Financial Instructions (SFIs)

The DoF presented the report Paper AC 35/2017 which highlighted proposed changes to the SFIs.  The Committee thanked the Deputy DoF, in his absence, on his work on this during a busy time of year.  

The Committee RECOMMENDED the proposed changes to the SFIs to the Board.  

	

	12.
a

b

c

d
	Well Led Governance Review

The CEO provided an oral update that the draft report of the Well Led Governance Review had been received last week and that he and the Trust Chair would also meet with PwC to discuss the findings.  He reported that the findings were not inconsistent with the Board’s own self-assessment and there were some useful pointers in the draft report.  

The DoCA added that she had checked with PwC that there were no specific areas for the Committee’s awareness today.  

The Chair noted that the process of the review had been lengthy and that it would be useful to consider for any future reviews whether the Trust would do things differently.  

The Committee noted the update. 

The Trust Chair, the DoCA, Sue Barratt, Laura Rogers, Ian Sharp and Sharon Birdi left the meeting.

	

	13.
a

b

c
	Procurement of External Audit, Internal Audit and Counter Fraud Services

The DoF presented the report Paper AC 36/2017 which provided a summary of the arrangements approved for the tendering of these services and an update on progress to date.  A meeting of the evaluation panel for the procurement of the External Audit service had been convened; the evaluation panel included Governors and the final appointment of the service provider would be subject to approval by the Council of Governors.  The report also included proposals for the evaluation panel for the procurement of the Internal Audit and Counter Fraud services; the final appointment of the service provider would be subject to approval by the Committee.  

The Committee discussed its role in the processes relating to the Internal Audit Plan each year and noted that the processes should be clear before going out to tender.  The DoF noted that he would discuss further with the current provider, TIAA.  

The Committee noted the report and confirmed the approach to tendering set out therein and the proposals for the evaluation panels.  

	

	Any Other Business

	14.
a


	Any Other Business
None.
	

	The meeting was closed at: 11:13.
	

	Date of next meeting: Tuesday, 12 September 2017 09:30-11:30
	


BOD 120/2017


(Agenda item: 19(a))
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