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AUDIT COMMITTEE 
 
Minutes of the Meeting of the STH AUDIT COMMITTEE held on Tuesday 10th  January,  2012, 
in the Large Committee Room, Weston Park Hospital 
 
PRESENT: Mr. J. Donnelly (Chair) 
 Ms. S. Harrison Professor A. P. Weetman 
 Mr. V. Powell 

 
 

IN ATTENDANCE: Miss S. Coulson Mr. N. Priestley 
 Mr. A. Challands Miss J. Wright 
 Mr. D. Gosling Mr. M. Wright 
 Mr. N. Riley Ms. S. Younis  
   
APOLOGIES: Mr. J. Goodison  

 
Mr. J. Idle  

OBSERVER: Mr. J. Stone  
 
AC/12/01 

Minutes of the Previous Meetings 
 
The Minutes of the Meeting held on Tuesday 1st November, 2011, were APPROVED as a 
correct record subject to the correction of the spelling of Salma Younis’ name in the first 
paragraph on page 1. 
 

AC/12/02 
Matter(s) Arising 
 
(a) Assurance Framework  
 

(AC/11/47) Neil Riley reported that, together with Andy Challands, they had met with 
the Medical Director to discuss the issues raised by Professor Weetman at the last 
AC meeting.  The matters had been resolved and the Assurance Framework 
amended accordingly and submitted to the Board of Directors in December 2011. 

 
AC/12/03 

D & E Grade Audit Reports 
 
Due to an oversight the D & E Grade Report had not been circulated prior to the meeting. A 
copy would therefore be emailed to members after the meeting.    
 
Julie Wright reported that sign off of progress in relation to the IT Risk Assessment Audit 
had been affected as a result of the Informatics Director’s absence from work due a family 
bereavement.  She would catch up with him on his return to work. 
 
She reported that David Throssell, Deputy Medical Director, and Sandi Carman, Head of 
Healthcare Governance were dealing with the medical indemnity arrangements associated 
with the Partnership Audit.  It was hoped that the arrangements would be covered by 
CNST. 
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In relation to the Audit on the 4th Endoscopy Room, she updated members on the following 
progress: 
 

 Estates had tightened up procedures 
 Staff have undergone retraining 
 Pre-CIT Group established to try and understand schemes as they progress 
 CIT were now much clearer in terms of Project Lead, Project Sponsor and reporting 

back timescales. 
 

AC/12/04 
2011/12 Statutory Financial Statements and Annual Report 2010/11 
 
(a) Going Concern 
 

Neil Priestley referred to his written report (Enclosure C) circulated with the agenda 
papers. 
 
The key points to note were:- 
 

 The current most likely outturn position for 2011/12 was a surplus a little below 
the plan of £6.7m.  Whilst there were still issues relating to the NHS Sheffield 
(NHSS) financial position; operational issues, including “winter pressures”, 
affecting activity delivery; potential further industrial action; and Directorate 
recovery plans, the worst-case scenario would still appear to be break-even.  
The 2011/12 outturn position should, therefore, be satisfactory and would not 
have an adverse impact on the underlying £15-20m of surplus cash balances 
held in the Balance Sheet for risk management purposes.  This gave a 
reasonably stable position to commence the 2012/13 financial year. 

 
It is intended that the 2012/13 Financial Plan would be approved by the Board of 
Directors on 21st March 2012.  However, as would be expected there were a 
number of major risks relating to the 2012/13 Financial Plan such as: 

 
♦ Agreement of contracts with Commissioners 
♦ Implications of Tariff/Business Rule changes, particularly around Emergency 

Readmissions 
♦ Securing 2012/13 CQUIN funding 
♦ In-year income challenges, “fines”, etc 
♦ Delivery of further major P&E savings 
♦ Addressing Directorate underlying deficits 
♦ Delivering activity targets 
♦ Managing other service and financial pressures 

 
 Whilst the size of the financial challenge was clear for 2012/13, in some 

respects the level of uncertainty was less than in previous years given the 
publication of the 2012/13 Operating Framework, the relative stability in the 
NHSS financial position compared to previous years and earlier progression of 
contract negotiations. 

 
 Work was progressing on the 2012/13 Capital Programme and updated 5 Year 

Plan. Whilst inevitably choices can be made to keep the plan in balance, the 
position would be much more sustainable if a small I&E surplus could be 
achieved in 2011/12 (and future years). 

 
 2012/13 would be a challenging financial year and that subsequent years would 

be extremely difficult too given the consequences for the public sector of the 
general economic climate.  The NHS reforms were also adding a degree of 
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uncertainty and complexity to the NHS environment. However, the Trust 
recognised that and continued to develop appropriate risk management 
processes. 

   
 It was noted that STH was facing the same challenges as the whole of the NHS 

Acute Sector and that now appeared to be recognised nationally.  
 

 In terms of Governance risks the Trust’s main challenges would continue to be 
around the delivery of service targets, although the clinical and patient safety 
and membership requirements were also key issues.  The service targets for 
A&E, 18 Weeks, Cancer and Infection Control were likely to be challenging on 
an ongoing basis but the Trust had an excellent track record and remained 
committed to delivery. It was hard to envisage a situation where non compliance 
would threaten the future of the Trust as an entity as opposed to the 
management of the Trust. 

 
As things stood, and given the evidence above, Neil Priestley felt that the Trust 
could be relatively clear that it was a going concern and that it could proceed on that 
basis.  More information would be available at the next AC Meeting in March 2012 
and by that stage the Trust would be a long way through the contract negotiations 
and the Financial Plan would be completed.  

 
The AC:- 
 
1.1 CONSIDERED the evidence presented above and also contained in 

Enclosure C and approved the recommendation that the 2011/12 annual 
accounts should be prepared on a going concern basis. 

 
1.2 AGREED that a further update would be provided to the meeting of the AC 

to be held on 13th March 2012 which would reflect the latest 2011/12 
financial position and a clear position on the 2012/13 Financial Plan. 

 
(b) Outline process and timetable 
 

Neil Priestley referred to his written report (Enclosure D) circulated with the agenda 
papers which set out the process and timetable for approval of the 2011/12 Annual 
Reports and Accounts. 
 
The key points to note were: 
 

 The end point had been brought forward by a week. 
 

 It was proposed that the AC undertake a detailed review of the 2011/12 Annual 
Reports and Accounts at its meeting on 24th May 2012.  That meeting would be 
immediately followed (say 11.00 am – 12 noon) by a meeting of the Board of 
Directors specifically for approval/adoption of the 2011/12 Annual Reports and 
Accounts, as recommended from the Audit Committee meeting. 

 
It was agreed that Neil Riley would raise the matter of holding a special meeting of 
the Board of Directors at their January 2012 meeting. 

Action: Neil Riley 
 

(c) Signing off 2011/12 Proposed Accounting Policies Estimates 
 

Julie Wright referred to her written report (Enclosure E) circulated with the agenda 
papers.  She reported that the final Annual Reporting Manual was still not available. 
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The key points to note were: 
 

 The proposed amendments to the existing Accounting Policies were for the 
accounting treatment of donated and government grant funded assets, in line 
with the draft 2011/12 Annual Reporting Manual. 

 
 Whilst not a change in Accounting Policy, from 2011/12 onwards FTs had been 

brought back within the Whole Government Accounting Boundary. This had 
arisen as part of the Treasury Clear Line of Sight or Alignment Project, and 
meant that FT participation in the NHS Inter-Authority Balances (IAB) exercise 
was now mandated, rather than being voluntary. It was noted that the Trust had 
tried to partake in the exercise in the past but had not achieved it.  It would have 
a significant impact on the Trust in term of its process to ensure all relevant 
income was included within the appropriate financial year and notified to other 
NHS bodies as necessary and within due timescale.  

 
In addition, any significant variances in inter-authority balances (IAB) declared at 
31st March 2012 would be shared (by Monitor) with relevant parties post 
unaudited accounts submission. Initial indications were that a re-submission of 
unaudited accounts would be necessary if significant IAB variances were found 
to require amendment to enable consolidation of NHS accounts. The Trust was 
clearly keen to ensure that it was not found to be in that position, and sees the 
introduction of the requirement as an opportunity to improve the more timely 
resolution of overdue NHS balances. This would require close co-operation with 
other local NHS bodies, who to date had been hesitant to proactively participate. 
It was noted that the Trust had tried to partake in the exercise in the past but 
had not fully achieved it.  
 

The AC APPROVED the proposed 2011/12 Accounting Policies and Accounts 
completion approach. 
 

AC/12/05 
External Audit 
 
(a)  Technical Update 
 

Salma Younis presented the Technical Update (Enclosure F) circulated with the 
agenda papers which covered the main issues currently impacting on the FT sector 
e.g. 
 

 2011-12 Annual Reporting Manual changes 
 HM Treasury’s Alignment Project 
 2011/12 In-year reforecast eligibility and criteria 
 Compliance Framework – C.difficile 
 New Monitor reports on local accountability 
 Summary of consultation responses and Monitor’s approach Quality 

Governance Framework and transactions. 
 Health and Social Care Bill and FT failure regime 
 NHS Commissioning Board 
 Payment by Results 
 Fighting Fraud Together 
 Guidance for NHS health bodies on the secure management of patients’ 

property 
 2011-12 Sustainability Reporting 
 2011-12 Carbon Reduction Commitment 
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She particularly highlighted the Compliance Framework which had been graded as 
a having a high level of impact on the Trust.  She was aware that the Trust was 
struggling to meet the C.difficile target during the current financial year.  There was 
a risk that continued non achievement of the target may result in a red rating for 
governance.   
 
Neil Riley confirmed that a report had been sent to Monitor regarding the Trust’s 
position as it was clear that the Trust would breach the year end target.  Monitor had 
responded and had indicated that they did not intend to take any action at the 
present time.  The Trust was expecting an improved performance and therefore did 
not anticipate any further action by Monitor. 
 
Michael Wright stated that Internal Audit had been asked to carry out a review on 
infection control training in quarter 4. 
 

(b) Review of Internal Audit Service 
 

David Gosling introduced this item and referred to the written report (Enclosure G) 
circulated with the agenda papers. The paper set out the findings of KPMG’s review 
of internal audit services (NHS Assure) against the NHS Internal Audit Standards. 
 
It was noted that NHS Assure’s high level arrangements indicated that the majority 
of the individual standards for the period 2011/12 were met. A prioritised action plan 
for improvement by the end of March 2012 had been agreed with Michael Wright 
and was detailed in the report at Appendix 2. 
 
Michael Wright stated that he felt the recommendations were entirely fair and he 
was confident that he would be able to deliver them. 

 
AC/12/06  

Internal Audit Service 
 
(a) Progress Report 
 

Michael Wright presented his progress report (Enclosure H) circulated with the 
agenda papers.  The key points to note were:- 
 

 7 assignments had reached completion 
 The audit report on Overpayments would be a D Grade.  The final report would 

be completed within the coming week.  It was noted that the Trust had an 
Overpayments Policy.  However a number of the overpayments dated back a 
number of years 

 Trust’s Insurance arrangements – Internal Audit had been involved in scoping a 
piece of work around the Trust’s insurance arrangements.  The work would 
review the revenue impact on key facilities to update the loss limit estimate and 
provide an accurate baseline for the future.  It was felt that this matter should be 
brought to the AC for discussion and to gain their agreement on whether the AC 
thought it prudent for Internal Audit to carry out that work.  Michael Wright stated 
that Internal Audit had the capability to undertake the review. 

 
Neil Riley stated that the review would enable the Trust to become better 
informed when negotiating the correct level of insurance cover. 
 
The AC AGREED that Internal Audit should undertake the review of insurance 
arrangements. 
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Michael Wright went through the summaries of completed audit assignments and 
the following points were noted: 
 

 Nurse Bank and Agency – the key issue was around the Trust Scheme of 
Delegation. 

 
 Safeguarding Adults Follow Up – The position had improved and the report had 

been allocated an A Grading. 
 

 Sickness – It was felt that the Electronic Staff Record was not capturing all sickness 
absence and that the problem was within Directorates not Victoria Pay Services. 

 
 Patient Property and Money – There was a need for a more rationalised procedure 

to be put in place. 
 
The AC RECEIVED and NOTED Internal Audit’s progress report. 
 
 

(b) Future of the Internal Audit Consortia 
 

Michael Wright referred to his written paper (Enclosure I) on the future of the 
Internal Audit Consortia which he had been asked to provide by the Director of 
Finance. 
 
The purpose of the paper was to provide members with details of the actions 
Internal Audit would take to ensure that the quality of the service remained high, 
how the costs of the service would be reduced through efficiency savings and how 
Internal Audit would work with its peer groups (other NHS Internal Audit Providers) 
to ensure that it continued to add value to the NHS. 
 
The key point was that the Internal Audit Service would need to change as the NHS 
changed.  Michael Wright had looked at the way the service currently operated and 
had identified a number of quick wins that could be made to reduce costs which 
were mostly associated with the delivery of audits and reducing the reporting 
process. 
 
In the longer term, it was essential that Internal Audit developed closer 
working/integration with their peer groups and this had already commenced with the 
utilisation of resources from West Yorkshire Audit Consortium.  
 
The AC RECEIVED and NOTED the report. 
 

(c) Local Counter Fraud Specialist Progress Report 
 

The AC RECEIVED and NOTED the Local Counter Fraud Specialist Progress 
Report as at 10th January 2012. 

 
AC/12/07 

To Receive and Note 
 
(a) Single Tender Waivers 
 

The AC RECEIVED and NOTED the content of the Single Tender Action Report for 
the Quarter 3.  However members felt it would be helpful in future if the report stated 
the title of the tenders and the reasons they were single tenders. 

Action: Julie Wright/Tony White 
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(b) Register of Hospitality: October to December 2011 
 

The AC RECEIVED and NOTED the Register of Hospitality for the period October 
to December 2011 
 

(c) Register of Gifts: October to December 2011 
 

The AC RECEIVED and NOTED the Register of Gifts for the period October to 
December 2011. 

AC/12/08 
Items to be highlighted to the Board of Directors 

 
It was AGREED that the following items would be brought to the Board’s attention:- 
 

 Going Concern 
 Extraordinary Meeting of the Board of Directors to be held at 11.00 am – 12 noon on 

Thursday 24th May, 2012, in the Board Room, Royal Hallamshire Hospital to approve 
the 2011/12 Statutory Financial Statements and Annual Report 2010/11 

 
AC/12/09 

Date and Time of Next Meeting 
 
The next Meeting of the AC would be held at 8.30 am on Tuesday 13th March, 2012, in the 
Large Committee Room, Weston Park Hospital. 
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