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Audit Committee
Minutes of the meeting held on 19 May 2016 at 09:30 in the Warneford Boardroom, Warneford Hospital, Warneford Lane, Headington, Oxford OX3 7JX
	Present:
	

	Alyson Coates
	Non-Executive Director (Chair/AC)

	John Allison
	Non-Executive Director (JA) 

	Anne Grocock
	Non-Executive Director (AG) 

	Lyn Williams
	Non-Executive Director (LW)

	
	

	In attendance:

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

	Paul Dodd
	Deputy Director of Finance (PD)

	Martin Howell
	Trust Chair (MH) part meeting

	Jane Kershaw
	Acting Head of Quality and Safety (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)

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

	Kelly-Marie Johnson
	External Audit Manager, Deloitte LLP (KMJ) part meeting

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

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

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

	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


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

	

	2.
a
b

c
	Minutes of the meeting held on 20 April 2016
The Minutes of the meeting were approved as a true and accurate record. 
Matters Arising 

Item 2(e) Immigration and right to work in UK – report and recommendations

Once report and recommendations considered by the Executive, to provide an update to the Committee.  

The Committee confirmed that the remaining items from the 20 April 2016 Summary of Actions had been actioned, completed or were on the agenda for the meeting: 3(b); 3(d); 4(b); 5(d); 5(h); 5(l); 6(b); 9(d); 10(b); and 14(b).  

	Action
MME

	Annual Accounts, Annual Report and Supporting Documents

	3.
a

b

c

d

e

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

SBa presented the external audit report on the financial statement audit for the year ended 31 March 2016 and the management representation letter (together paper AC 23/2016).  SBa confirmed that the audit was substantially complete and Deloitte anticipated issuing an unmodified audit opinion on the financial statements and value for money.  Materiality had been set at £4.5 million with the threshold for reporting misstatements at £223,000.  The significant risk areas were as presented in the plan and the report; and no additional significant risks had been identified.  SBa noted that the high standard of the draft financial statements had meant that the external audit had not suggested any significant adjustments to the financial statements and that only minor points had been noted; she thanked Trust management for their support in the financial statement audit.  

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.  SBa noted that the audit had considered the impact on data integrity of the implementation of Carenotes, amongst other areas as set out on page 8 of the report.  Although some issues with the implementation had been identified, these were not unusual for an implementation stage although if they were still apparent by the time of the next external audit then Deloitte may take a different view.   

JA noted that there was an inconsistency between the assumptions around cost savings which had been input into the external audit plan and the most recent figures reported to the Finance and Investment Committee (FIC).  He referred to page 4 of the report which set out that assumptions had been input into the external audit plan of £6.2 million cost savings planned, £4.2 million of which had been fully developed with the remainder having plans in progress.  He noted that this was inconsistent with the reporting which the FIC had recently received which set out that only £3.75 million of cost savings plans had been validated/developed. The FIC had, therefore, been informed of an increased gap to target of £2.45 million in cost savings plans to be progressed, compared to the lower gap to target of £2 million in the external audit assumptions.  SBa agreed and noted that this inconsistency had been identified in the post balance sheet work which had followed a meeting yesterday with the Finance Team (after the report had already been prepared and submitted to this committee) and that this would be taken into account but that it would not change the analysis or conclusions of the external audit.  SBa noted that the inconsistency had arisen from a late change in categories.  

LW referred to page 6 of the report and asked why Manor House Hospital was still referred to since this had been sold.  KMJ replied that this was because of labelling and that the reference related to land adjoining Manor House which had increased in value following the sale and which was now part of the Whiteleaf Centre.  

LW asked whether the Trust’s management was in agreement that the Accounting Officer could sign the management representation letter on behalf of the Board.  The DoF, PD and AP confirmed that they were.  

The Committee noted the report and the management representation letter.

	

	4.
a

b

c

d
	External audit findings and recommendations from the 2015/16 Quality Report external assurance review

SBa presented the external audit report on the findings and recommendations from the 2015/16 Quality Report external assurance review.  She reminded the Committee that 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 (formerly Monitor) 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.  

SBa commented that the Quality Report remained very long although as the Trust’s remit covered both mental health and community services there was a significant amount of content to cover.  The Committee noted that it may be useful if Deloitte, in due course, could provide models or examples of shorter Quality Reports which were consistent with the requirements of the Annual Reporting Manual and other relevant information sources.  

In relation to the quality indicators, SBa highlighted the improvement in the Delayed Transfers of Care indicator compared to the previous year when data quality issues had been identified and confirmed that the external audit review had seen evidence that the previous year’s recommendations had been acted upon.  She noted the work which had been done this year to verify the data and ensure its accuracy.  However, there was still room for improvement in the calculation of the indicator, which was still a very manual process around the total number of bed days, and in the reliability of reporting from Carenotes.  

The Committee noted the report.

	

	5.
a

b

c
	Going Concern Statement 

The DoF presented Paper AC 25/2016 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 Committee considered the statement in the final paragraph that the Trust had adequate resources to continue in operational existence for the foreseeable future.  John Allison asked how long was meant by the phrase “foreseeable future”.  SBa replied that from a technical accounting perspective this was for a period of at least 12 months from signing the statement.  PD added that NHS Improvement did not add any further definition of the Going Concern period although their separate focus around sustainability was for a longer 3 year outlook.  The Chair noted that for the practical application of the Going Concern Statement, the period of the next 12 months would be appropriate.  

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; and the Trust had adequate resources to continue in operational existence for the next 12 months.  

	

	6.
a

b

c
	Annual Governance Statement

The DoCA presented Paper AC 26/2016 and highlighted: the new wording around deployment of complex software; and that the external audit had recommended that more reference should be made to the quality of data used in the governance process and how assurance was obtained over this.  The Committee reviewed the suggested wording and noted that the wording around the deployment of complex software should be tightened and more of a summary produced.  

The Committee considered the recommendation to include more reference to data quality and asked the DoF to comment.  The DoF noted that it may be worth including more on the output of data since the quality of data, as already subject to external audit, had been validated.  He noted that a significant amount of time checking and cleansing data was still required before data/reporting could be published.  

Subject to the comments above and review of a revised final draft, to be circulated by the DoCA out-of-session, the Committee RECOMMENDED the Annual Governance Statement to the Board for approval and signature by the Chief Executive.  
	KR
KR

	7.
a

b

c

d

e
	Annual Accounts

AP presented the audited Annual Accounts (Paper AC 27/2016) and highlighted the following changes since the first submission to NHS Improvement (in addition to other minor narrative, rounding and presentation changes):

· note 5.2 (income by source) – amended split between NHS Trusts and Foundation Trusts; 
· note 8.1 (staff costs) – amended to exclude staff recharges highlighted during agreement of balances;
· note 11 (pension costs) – disclosure updated with wording provided by NHS Pensions following the issue of template narrative wording in early May;
· note 19.5 (profit on disposal) – updated to reference the net book value of sites sold as well as the deferred proceeds on the sale of the Manor/Tindal site; and
· previous note 42 (previously Bucks County Council Pension Scheme) was removed for the first submission, due to being immaterial.  SBa confirmed that this note was not required in the final submission. 

The Chair referred to note 13.1 (fees paid to external auditor) and asked for a line to be included to explain what the non-audit services had been.  AP to include at note 13.1.  

The Chair referred to note 41 (losses and special payments) and asked what the one case under fruitless payments and constructive losses related to.  AP replied that this was the fine/penalty which the Immigration Service had levied against the Trust in relation to the individual who had been TUPE-transferred across to the Trust’s employment and whose right to work in the UK expired.  

The Committee noted that the Annual Accounts had been reviewed thoroughly at the meeting on 20 April 2016 and no significant changes had needed to be made.  The Committee thanked the Finance Team for their work which had enabled this to be the case.  

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 left the meeting.  JK joined the meeting.
	MME/AP

	8.
a

b

c

d
	Quality Account 2016/17 and Quality Report 2015/16

JK presented Paper AC 28/2016 and confirmed that this had been updated following the external audit findings and recommendations.  She added that the Care Quality Commission had also confirmed that the overall rating for Luther Street had been revised from “good” to “outstanding” and that this would be updated on page 38.   A separate summary report, intended to be more readable, would be produced for patients.  SBa added that Deloitte would also share some comparative, shorter versions of Quality Accounts and Quality Reports with the Trust in due course.    

The Committee reviewed the Quality Account and the Quality Report and suggested that:

· the four key aspects of quality referred to in the Chief Executive’s statement be delineated more clearly, potentially through use of bullet points; 
· on page 7, the expectation of the benefits expected from the new electronic patient record be moderated to “some” benefits by the next financial year, rather than implying achievement of all; and
· on page 8, under areas for improvement, a phrase be amended from “respond timely to” to “respond in a timely manner to”.  

The Committee noted that the Quality Account and Quality Report had been reviewed thoroughly at the meeting on 20 April 2016 and no significant changes had needed to be made.  The Committee thanked the Quality & Safety Team for their work which had enabled this to be the case.  

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

JK left the meeting.  The CEO joined the meeting.


	JK

	9.
a

b

c

d
	Annual Report

The DoCA presented Paper AC 29/2016 and noted that this was still subject to: final review by Finance and HR; merger with the Quality Account and Quality Report; and merger with the external audit reports.  The Chair highlighted the section on the work of this Committee on pages 75-79.  SBa confirmed that the text of the Annual Report met the requirements of the external audit.

The Committee reviewed the Annual Report and commented that:

· in the foreward by the Chairman and Chief Executive, the cost improvement target for 2016/17 should be amended to £6.5 million and the 2015/16 deficit amount should be checked; 
· on page 20 in the performance report, the paragraph on cost improvement target achievement should be checked and revised as the Trust had reported a significantly smaller deficit than planned, not just a slightly smaller deficit.  The Trust had also achieved its cost improvement target although not all through recurrent savings; 
· on pages 35-39 in the section on skills and experience, clarify that the scoring related to attendance at meetings; 
· on page 53 the starting dates of the Medical Director and the Chief Operating Officer to be checked; 
· on page 77, check for repetition; 
· on page 81, check the spelling of names and reference to the chair of the Remuneration and Nominations Committee; and
· on page 91, complete the fourth bullet point in relation to the annual general meeting. 

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

Taking into account all the documents and the comments above, including the review of a revised final draft of the Annual Governance Statement which would take place out-of-session, 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.  

The Trust Chair and the CEO left the meeting.  
	KR

	Audit Reports and Other Business Items

	10.
a

b

c

d
	Internal Audit Progress Report

IS presented Paper AC 30/2016 which provided a summary of progress against the 2016/17 Internal Audit Plan.  He noted that a number of Audit Planning Memoranda (APM) had been issued for the reviews planned for Q1 and Q2.  He noted that it was taking longer than anticipated to agree the scope for the Cyber Security review around governance, operational matters and how cyber security incidents were dealt with; the Trust was also planning to engage another provider to provide penetration testing.  The Chair asked how quickly the work of Internal Audit and that of the penetration testing provider could be brought together.  LW asked whether the Audit Committee could also see the report or receive an update from the penetration testing provider.  The DoF replied that it may take a few weeks to agree the scope of the Internal Audit and the penetration testing but that the outputs could be combined so that the Committee would not receive them piecemeal.  Internal Audit and the DoF/IT Team to finalise and agree the APM for the Cyber Security review, including considering whether the Internal Audit work could run parallel with the penetration testing.  

In relation to the upcoming Internal Audit on Data Quality, the Committee requested that the scope include consideration of whether Carenotes and the approaches being taken on Carenotes would be adequate to resolve relevant data quality issues.  LW recognised that the Board and Committee members had separately received assurance that Carenotes implementation and data quality issues had not negatively impacted upon patient care but he emphasised that the Committee had a responsibility to test these assurances.  

John Allison noted that the table on pages 2-3 on progress in actioning high and medium priority recommendations was useful but recommended that it also include the date when original Internal Audit reports had been published.  This may make it clearer to see how long running or outstanding an action may be.  

The Committee noted the report.  


	IS/SBi/MME

IS/SBi

IS/SBi

	11.
a

b


	Quality Committee minutes – 18 February 2016
AG presented Paper AC 31/2016, the minutes of the meeting of the Quality Committee on 18 February 2016, and provided an oral update of the meeting on 12 May 2016.  The Committee considered the proposal for changes to the Clinical Audit Plan and noted that Clinical Audit processes had been an area of particular interest for the Committee.  AG reported that in February, the Quality Committee had approved a proposal to make changes to the Clinical Audit Plan, as set out in the minutes, in response to an increasing number of clinical audits to conduct and the impact upon staff.  However, the Quality Committee meeting in May had received a report that the proposal could not yet be implemented therefore no changes had yet been made.  To deliver the proposal agreed, a project board would need to be commissioned and additional resources identified to support the change.  LW emphasised the importance of maintaining assurance in relation to Clinical Audit and including Clinical Audit within the Trust’s quality improvement initiatives.  The Committee discussed pressure upon the Trust from an increasing number of clinical audits and noted that it may be useful for the Chair to discuss further with the Medical Director.  IS added that Internal Audit could also work on an assurance map to help the Trust to identify where it currently received assurance from and other sources which may be available.  The Committee noted that it would also receive an annual report on Clinical Audit by the end of the calendar year.  

The Committee noted the minutes.  


	AC

	Any Other Business

	12.
a
	Carenotes

The Committee recommended that some Internal Audit contingency days be used to review the implementation of Carenotes, subject to discussion of details, scope and timing with management.  Once this Internal Audit work had been sufficiently scoped for an APM to be issued, the APM to be provided to the Committee for comment.  The Committee emphasised its interest in taking stock of lessons learned from projects, especially where these could inform any future implementation.  IS agreed that some contingency days could be made available for this.  

	IS/SBi

	13.
a
	Whistleblowing

The Committee discussed its oversight role in relation to whistleblowing and its responsibility to: review the effectiveness of the arrangements by which staff may raise concerns in confidence; and ensure arrangements were in place for proportionate and independent investigation and appropriate follow-up.  The Committee noted the new post of the Freedom to Speak Up Guardian in relation to new arrangements which were now in place.  The DoCA noted that she had also discussed with the new Freedom to Speak Up Guardian who was keen to separate his role (of supporting staff to feel confident to raise concerns and to help to develop a culture to support that) from that of investigating whistleblowing cases which was still for the HR function to carry out.  The Chair noted that the Committee should receive a report to set out how the processes and new arrangements were working (preferably with a route map to set out the processes); where cases were reported; and how the new Freedom to Speak Up Guardian viewed his role.   The Committee noted that the Freedom to Speak Up Guardian was scheduled to report to the Board around October 2016 but that the Committee would separately receive reporting on Whistleblowing. 

SBa, KMJ, IS and SBi left the meeting.  


	HS/
MME

	14.
a

b
	Procurement of Audit and Counter Fraud 
PD tabled a paper on options and proposed arrangements for tendering of audit and counter fraud services.  The DoCA added that the Governors should also be part of the approval process and engaged on the tender evaluation panel.  
The Committee RECOMMENDED to the Council of Governors: the use of a competitive tender process using the Crown Commercial Services national framework; and requested that representatives of the Council of Governors be included on the tender evaluation panel.  


	

	The meeting was closed at: 11:20.
	

	Date of next meeting: Wednesday, 07 December 2016 10:30-13:00 (note change of date and time from 01 December 2016)
	


BOD 116/2016


(Agenda item: 18(i))
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