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AUDIT COMMITTEE 
 
 
Minutes of the Meeting of the STH AUDIT COMMITTEE held on Tuesday 5th July  2011, in the 
Large Committee Room, Weston Park Hospital 
 
PRESENT: Mr. J. Donnelly(Chair) 
 Mr. V. Powell  Ms. S. Harrison 
   
IN ATTENDANCE: Miss S. Coulson Mr. N. Priestley 
 Mr. A. Challands Miss J. Wright 
 Mr. D. Murray Mr. M. Wright 
   
APOLOGIES: Mr. J. Goodison  

Mr. J. Idle  
Mr. N. Riley 
 

Mr. I. Warwick 
Professor A. P. Weetman 

 
AC/11/30 

Minutes of the Previous Meetings 
 
The Minutes of the Meetings held on Tuesday 12th April, 2011, and Thursday 26th May, 
2011, were APPROVED as a correct record. 
 

AC/11/31 
Matter(s) Arising from the Minutes of Meeting held on Tuesday 12th April, 2011 
 
(a) SOL (Orthopaedic Contract)
 

(AC/11/16(A)) Michael Wright reported that he had sorted out a further sample of 
cases for Dr. Throssell to review and confirmed that the follow up review was 
currently on going. 
 

 (b) Internal Audit Plan 
 

(AC/11/16(b) It was noted that following the last meeting, Neil Riley had circulated a 
note to members confirming that the Informatics Directorate would not be using 
Ulysses for risk assessment reporting but would be using the Datix system. 
 

(b) Draft Audit Plan  
 

(AC11/16(c)) Michael Wright reported that following discussions at the April Meeting 
of the Audit Committee on the amount of pharmacy waste he had visited Pharmacy 
again and measures had been put in place to reduce the amount of wastage.  He 
explained that the amount of waste seen by Board members during their visit to 
Pharmacy was a combination of drugs from the wards, patients’ own drugs and from 
the hospital.   
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He explained that 157 drugs accounted for £50 million of the total £75 million drug 
expenditure budget and he could not rule out that some of those expensive drugs 
were not in the pharmacy waste.  To establish that he explained that Audit would 
need to allocate approximately two days work and would need to work very closely 
with pharmacy staff to identify the drugs as all the packaging was removed from the 
drugs in the waste. 
 
The Audit Committee AGREED that it was worth Internal Audit allocating more time 
to investigate this matter which would involve cataloguing a sample of the waste 
drugs to establish if it contained any of the Trust’s most expensive drugs. 

Action: Michael Wright 
 

AC/11/32 
D & E Grade Audit Reports 
 
Julie Wright presented her written report (Enclosure C) circulated with the agenda papers.  
She explained that the report had been updated by John Spence, Acting Director of 
Informatics.  She highlighted that progress was not as advanced as promised or 
anticipated. 

 
Members expressed their serious concern regarding recommendation 3 relating to the 
logging of risks and the fact that it had been given a completion date of March 2012.  
Members felt that, given the length of time which had already elapsed since the original 
audit report, March 2012 was unacceptable and stated that it expected to see all action 
completed by 31st December 2011. 
 
Damien Murray suggested that the Directorates may wish to think about prioritising risks so 
that the most significant were logged first. 
 
It was AGREED that Neil Priestley would write to Kirsten Major, Director of Service 
Development, to express the Audit Committee’s disappointment that these matters 
remained unresolved and with the progress made to date. 

Action: Neil Priestley 
 
AC/11/33 

Losses and Compensation 
 
Julie Wright presented her written report (Enclosure D) circulated with the agenda papers. 
 
She pointed out that the Trust had incurred 591 loss and compensation payments totalling 
£432k which was less than 0.1% of the Trust’s turnover. 
 
Key points to note were:- 

 
• The largest element of the 2010/11 write-off charge was “damage to property – other” 

which included £105, of vascular stock damaged by heat, £33k of obsolete estates 
stock and £56k of pharmacy stock. 

 
• The 2010/11 bad debt write off charge showed a significant reduction on 2009/10 

levels. This was largely due to the 2009/10 charge including a write off of 4 years of 
under-recovered debt from the Scottish Health Authority of £200k and £114k relating to 
unrecovered salary recharges from the Department of Health.  It was noted that work 
was continuing on the sales ledger review and it may ultimately be that some old un-
recovered debt would be written off in 2011/12. 
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• She felt that at present Directorates did not have ownership of their bad debts and 
therefore there was no incentive to reduce them. However she was working on 
implementing a system which would ensure that Directorates owned their own debts. 

 
She outlined the future actions to minimise losses and compensations:- 
 
• Action has been taken during the year via formalisation of the salary overpayments 

procedure to minimise future debt write offs in this area. (The Procedure for Salary 
Advances, Hardship Loans and Recovering Overpayments in Salary had been 
disseminated throughout the organisation in October 2010.) A review of process in 
payroll and HR had also recently commenced and this would highlight if further action 
could be taken to prevent overpayments occurring in the first instance.  

•  
• Additionally, a refresh of the Trust’s Bad Debt policy, including write-off criteria with 

incentives for directorates to minimise losses, was nearing completion and would be 
implemented during 2011/12. 

AC/11/34 
Draft Terms of Reference 
 
Andy Challands presented the draft Terms of Reference (ToR) and highlighted the following 
changes:- 
 
• The ToR now included reference to the Annual Governance Statement. 

 
• The section on External Audit (2.3) had been updated to include reference to the 

Annual Governance Report and also the External Assurance on the Trust’s Quality 
Report. 

 
• Arising from previous discussions by the Audit Committee the lead officer had been 

changed from Neil Priestley to Neil Riley, as Trust Secretary, due to the fact that the 
scope of the work of the Audit Committee had widened beyond purely financial matters.   

 
He explained that the ToR were based on the model ToR set out in the NHS Audit 
Committee Handbook.  However, he reported that the Handbook had recently been 
updated so it may be necessary to amend the ToR following review of that guidance. 
 
The Audit Committee AGREED the ToR which would be submitted to the July Meeting of 
the Board of Directors for approval. 
 

AC/11/35 
Draft Audit Committee Annual Report 2010/1 and 2011/12 Work Programme  
 
Andy Challands presented the third Audit Committee Annual Report 2010/11 and 2011/12 
Work Programme (Enclosure E2) circulated with the agenda papers.  He explained that he 
had produced this by reviewing all the Audit Committee Minutes of Meetings and picking 
out the assurance provided by the Audit Committee to the Board of Directors as well as 
conducting a similar exercise for work undertaken by External Audit, Internal Audit and 
Counter Fraud Specialist. 
 
He pointed out that if there were significant changes in the revised Audit Committee 
Handbook (as referred to earlier in the meeting), the Audit Committee may need to consider 
allocating some time for discussion on the implications of the changes. 
 
The Audit Committee AGREED that in future years in order to have a more coherent 
approach with regard to the Annual Reports and Work Programmes of the Board 
Committees all such reports should be submitted to the Accounts Meeting of the Audit 
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Committee (May) and then submitted to the following Board of Directors Meeting to receive 
and note.  This matter would be raised at the meeting of Chairs of Board Committees which 
was in the process of being arranged. 

Action: John Donnelly/Neil Riley 
 
Damien Murray commented that the ToR referred to the Audit Committee evaluating the 
performance of Internal and External Audit Services and felt that reference should be 
included in the Annual Report as to whether or not the Trust was satisfied with the services 
received. 
 
Members discussed the logistics around the process of approving the Annual Accounts for 
2011/12.  Although responsibility for approving the 2010/11 Annual Accounts was 
delegated by the Board of Directors to the Audit Committee, members felt that it was 
important and also good practice that the Board of Directors should formally approve and 
adopt them in the future.  The Audit Committee proposed that for 2011/12 a meeting of the 
Board of Directors should be arranged to follow on from the Audit Committee Meeting set 
up to go through the detail and the necessary preparatory work associated with the 
approval of the Accounts.  The Audit Committee would agree and issue a recommendation 
to the Board of Directors to approve the Accounts.   
 
It was AGREED that the above arrangement would enable the Board of Directors to ratify 
the Audit Committee’s recommendation and formally approve and adopt the Accounts.  It 
was also felt that it would be helpful if External Audit colleagues were present at the Board 
meeting to answer any questions the Board members may have. 

 
Damian Murray stated that other organisations made similar arrangements. 

 
The Audit Committee AGREED the Annual Report and Workplan subject to the inclusion of 
the points raised above. The Report and Plan would be presented to the Board of Directors 
on 20th July, 2011. 

Action: Andy Challands/Neil Riley 
 
AC/11/36 

Proposal to review governance arrangements using Monitor’s Quality Governance 
Framework 
 
Andy Challands referred to his written report (Enclosure F) circulated separately by email to 
members and briefed members on the background as set out in his paper. 
 
The key point was that Monitor’s 2011/12 Compliance Framework required Boards to 
confirm in their Board Statements submitted as part of the 2011/12 annual planning 
process that it had regard to Monitor’s Quality Governance Framework.  STH had been 
unable to confirm that statement as part of its 2011/12 Annual Plan submission to Monitor 
as it had not assessed its quality governance against the Quality Governance Framework. 
 
The reasons for undertaking the review were:- 
 
• Compliance issue 
• Good practice 
• Pre-emptive behaviours – if the Trust was to experience a serious incident which 

triggered a governance breach it would need to demonstrate to Monitor that there was a 
Board commitment to this matter and the Trust had taken it seriously 

 
The paper proposed a review be undertaken of the Trust’s Quality Governance 
arrangements against the Monitor’s Quality Governance Framework and best practice 
identified by the National Quality Board in order to provide assurance to the Board of 
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Directors to enable submission of a revised Board Statement to Monitor by Quarter 3 
submission date..  A task and finish committee of the Board would be established to 
oversee the review process. 
 
The Audit Committee AGREED that the task and finish committee should be chaired by a 
Non Executive Director but in terms of independence that should not be either the current 
Chair of the Audit Committee or the Healthcare Governance Committee.  Members felt that 
Tony Weetman would be an ideal person to chair the committee.  However, that would 
require the approval of Tony Weetman and the Board of Directors. 
 
The Audit Committee APPROVED the following recommendations: 

 
• To undertake a review of quality governance at the Trust using Monitor’s Quality 

Governance Framework and the NQB Quality Governance Guide enabling the Board of 
Directors to meet the commitment to make Board Statement 1a by Quarter 2 
submission i.e. 31 October 2011.  The review would provide the Board of Directors with 
assurance that the four domains of Quality Governance (Strategy; Capabilities and 
Culture; Processes and Structure; and Measurement) were satisfied.  More specifically 
the review would use the 10 questions posed in Monitor’s Quality Governance 
Framework and the supplementary questions raised by the NQB to assess the 
adequacy of the current quality governance arrangements and suggest possible 
improvements to further strengthen and enhance the effectiveness of Quality 
Governance. 

 
• To establish a task-and-finish committee of the Board to agree the review approach (i.e. 

internal v external facilitation, scope of the review, methodology, reporting and 
approval); to provide oversight of the review process and to agree plans for ongoing 
improvement of quality governance. 

 
The Audit Committee NOTED that this matter would be considered by the Trust Executive 
Group (TEG) on Wednesday 6th July, 2011.  TEG would agree a definite plan, identify a 
lead Director and also the Chair and members of the task and finish committee prior to the 
matter being discussed by the Board of Directors on 20th July, 2011.   
 

AC/11/37 
External Audit: 
 
(a) Progress Report 
 

Damien Murray presented the progress report (Enclosure G) circulated with the 
agenda papers.  The points to note were:- 
 
• The audit opinion and control assurance on the 2010/11 Accounts was 

complete. 
 
• The limited assurance statement was issued on 27th May, 2011, and the detailed 

report was finalised on 22nd June, 2011 to meet Monitor’s deadline of 30th June, 
2011. 

 
• The Annual Governance Report would be presented to the Governors’ Council 

on 13th September, 2011 
 

(b) Final Quality Report 
 

Damien Murray presented the External Assurance on the Trust’s Quality Report 
(Enclosure H) circulated with the agenda papers. 
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He reported that overall it was a very positive report. Testing took place on three 
performance indicators including one chosen by Governors.  He explained that 
looking ahead to 2011/12, External Audit would be required to give a limited 
assurance report on the two mandated indicators which was not required for 
2010/11.  He explained that lessons learned for this year need to be carried forward 
into next year. 
 
A small number of recommendations had been made the details of which were set 
out on pages 5 and 12 of the report.  All the recommendations had been accepted 
and agreed. 
 
Damien Murray highlighted the indicator relating to 62 day maximum wait between  
urgent GP referral and first treatment for all cancers (page 15) and the finding that 
there was an inherent weakness in the system.  The manager responsible for 
achieving the cancer waiting time targets was also involved in determining whether 
cases should be excluded from the indicator or adjusted.  He felt that the report 
should have included a recommendation advising that there should be a separation 
of duties.  Neil Priestley agreed to discuss this matter with Kirsten Major, Director of 
Service Development. 

Action Neil Priestley 
 
AC/11/38 

Internal Audit Service 
 
(a) Progress Report 
 

Michael Wright presented his progress report (Enclosure I) circulated with the 
agenda papers.  The key points to note were:- 
 
• 13 audit assignments had reached completion with varying grades from A to C 

 
• A significant amount of work was ongoing and the majority of work for 2010/11 

would be completed shortly. 
 

• A report on the capital scheme for a fourth endoscopy room had been graded D 
and would be reported to the next meeting, once recommendations were 
finalised. 

 
• Assurance Framework:  

 the framework was not used as frequently by Board Committees as in other 
Trusts. 

 there remained some gaps in controls but these were being addressed by 
Andy Challands 

 
• Social Work – this remained at a C Grading but the reasons were outside the 

Trust’s control.  The main difficulty was the lack of a Service Level Agreement 
(Partnership Agreement).  The Trust had drawn up an agreement which had 
been shared with the Local Authority but no agreement had been reached.  The 
report remained a C Grading.  It was agreed that Neil Priestley would flag up this 
matter to the Trust Executive Group. 

Action: Neil Priestley 
 
The Audit Committee RECEIVED and NOTED the contents of the progress report. 
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(b) Counter Fraud Progress Report  
 

In the absence of John Goodison, Michael Wright presented the Counter Fraud 
Progress Report (Enclosure J) circulated with the agenda papers.  The key points to 
note were:- 
 
• The National Fraud Initiative has been received and most of the reports 

reviewed.  This has already led to the identification that the Trust was employing 
someone who did not have the right to remain in the UK and a small number of 
other concerns. 

• Updates on ongoing investigations and information on new investigations. 
 

The Audit Committee RECEIVED and NOTED the contents of the progress report. 
 
AC/11/39 

To Receive and Note 
 
(a) Single Tender Waivers 
 

The Audit Committee RECEIVED and NOTED the content of the Single Tender 
Action Report for the Quarter 1. 

 
(b) Register of Hospitality: April – June  2011  
 

The Audit Committee RECEIVED and NOTED the Register of Hospitality for the 
period April to June 2011 
 

(c) Register of Gifts – January – June 2011 
 

The Audit Committee RECEIVED and NOTED the Registers of Gifts for the period 
April to June 2011. 
 
It was NOTED that Medical Personnel had been instructed not to accept gift 
vouchers from Locum Agencies in future. 
 

(d) Human Resource Committee Work Plan 2011/12 
 

The Audit Committee RECEIVED and NOTED the Human Resource Committee 
Work Plan for 2011/12 

 
AC/11/40 

Items to be highlighted to the Board of Directors 
 

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

 Rescheduling of the Board Meeting to approve the Accounts 
 Quality Governance Framework 
 Annual Report 
 Terms of Reference 

 
AC/11/41 

Date and Time of Next Meeting  
 
The next Meeting of the Audit Committee will be held at 8.30 am on Tuesday 1st 
November, 2011, in the Large Committee Room, Weston Park Hospital 
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