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AUDIT COMMITTEE 
 
Minutes of the Meeting of the STH AUDIT COMMITTEE held on Tuesday 13th March,  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. T. Rees 
 Mr. A. Challands Mr. N. Riley 
 Mr. J. Goodison  Miss J. Wright 
 Mr. N. Priestley Mr. M. Wright 
   
APOLOGIES: Mr. J. Idle  
 
AC/12/12 

Minutes of the Previous Meetings 
 
(a) The Minutes of the Meeting held on Tuesday 10th January,2012, were APPROVED 

as a correct record subject to the deletion of a duplicate sentence in the second 
bullet point on page 4. 

 
(b) The Minutes of the Private Meeting held on Tuesday 10th January, 2012, were 

APPROVED as a correct record. 
 

AC/12/12 
D & E Grade Audit Reports 

 
Julie Wright referred to her written report (Enclosure C) circulated with the agenda papers.  
She stated that there were 3 D Graded Reports, namely IT Risk Assessment, Partnerships 
and 4th Endoscopy Room.   
 
The key points to note were: 
 

 IT Risk Assessment - The interim Director of Informatics, Steve Leggetter, had 
confirmed that all the work relating to the action points had been completed and that a 
process had now been set up for ensuring that all risks within the directorate were 
logged, assessed and where required plans developed to address/mitigate risks. 
 

 Partnerships – Work was ongoing.  Service Development had secured a 6 month 
secondment of a Legal Advisor from Beachcrofts, Solicitors, who was working on the 
production of a standard Service Level Agreement. 

 
 4th Endoscopy Room – All the top actions had been completed.  However, it was noted 

that the Post Project Evaluation report was due for completion by the end of March 
2012. 
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AC/12/13 
2011/12 Annual Accounts 
 
(a) Going Concern 
 

At the previous meeting, in January 2012, the AC approved that the 2011/12 annual 
accounts should be prepared on a going concern basis and it was agreed that a 
further update would be provided in March, 2012.  
 
Neil Priestley explained that that decision was based on the November 2011 
position.  Since then the Trust had experienced two good months and its 
2011/12was now more favourable.  Although February had been a difficult month 
operationally, there was nothing to suggest that the Trust would not achieve its 
financial plan for 2011/12. 
 
In terms of the 2012/13 financial plan, he reported that agreement had still not been 
reached with the Commissioners on the contract.  There were still a few areas to 
resolve and negotiations were continuing.  The deadline for agreement was 
Thursday 15th March, 2012. The outstanding issues were material but not major 
 
One potential challenge to the Trust’s income was around fines relating to the non-
delivery of C.Diff and 18 Weeks RTT targets.  However, Neil Priestley reported that 
a more reasonable level of fine had been agreed with Commissioners.  He reported 
that the Trust had delivered its efficiency savings and a significant amount of work 
had gone into the 2012/13 plans which were looking reasonable but challenging.  
Subject to this and no major surprises on the contract negotiations, he expected the 
Trust to have a reasonable 2012/13 Financial Plan. 
 
He emphasised that the agenda was still challenging but everything that had 
happened since January had been positive. 

 
(b) Accounting Policies 
 

Julie Wright reported that the final Annual Reporting Manual had been published in 
February 2012.   That confirmed the proposed policies considered at the November 
2011 Meeting of the Audit Committee were extant. 
 

(c) Asset Valuation 
 

Neil Priestley referred to his written paper (Enclosure D) circulated with the agenda 
paper.  He explained that a view had been formed on how to treat and show asset 
valuations in the 2011/12 accounts.  However he felt that the matter should be 
brought to the AC for discussion and approval in advance of the accounts 
completion. 
 
Julie Wright explained that in valuing its Fixed Assets, the Trust adhered to the 
guidance laid out in the following relevant Accounting Standards: 
 

 International Accounting Standard 16: Property, Plant and Equipment, 
 International Accounting Standard 17: Leases, 
 International Accounting Standard 20: Accounting for Government Grants and  
 International Accounting Standard 36: Impairment of Assets. 

 
Those standards allowed for the option of revaluing tangible fixed assets. Where 
that option was taken, then to comply with the guidance, the asset’s carrying 
amount should be its fair value at the balance sheet date. 
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As a Foundation Trust, the Trust had opted for a policy of revaluing its tangible fixed 
assets. In line with IAS16, all land and building assets were restated to current fair 
value using professional valuations every 5 years. An interim valuation for all of 
those assets was also carried out on a 3 yearly basis, again based on professional 
valuations. The last (full) revaluation of the full estate was at 31st March 2010 and 
the next (interim) revaluation was due in 2012/13.  The Trust used the District 
Valuation Office to undertake asset valuation exercises.  
 
The key points to note were: 
 

 Given the fluctuations in asset values over the last five years or so, the need for 
a review of the previous carrying values of land and building assets had been 
highlighted as an issue which required addressing for the 2011/12 Accounts.  

 The Trust’s Accounting Policies were still considered relevant.  

 Monitor Annual Reporting Manual left the position flexible and stated  “There is 
no pre-determined frequency with which assets must be valued. Where assets 
are subject to significant volatility, then annual revaluations may be required. 
Conversely where changes in asset values are insignificant then a revaluation 
may be necessary only every 3 or 5 years”.   

 The local District Valuation Office had been consulted and provided indices and 
location factor adjustments for the period between 1st April 2010 (the last 
revaluation date) and 31st March 2012 (the balance sheet date). That 
information indicated that for specialised properties valued on a depreciated 
replacement cost basis (which accounted for around 98% of the Trust 
properties), there had been an increase in valuation over this period of around 
10%. Broadly speaking, this would indicate an increase in property and land 
valuations of around £39m as compared to those otherwise reflected in the 
2011/12 Accounts.  

The proposition was that: 
 

(a)  Assets were valued within the 2011/12 Financial Statements on a basis 
consistent with Trust’s accounting policy for Fixed Assets. That policy was in 
line with appropriate Accounting Standards and the Annual Reporting 
Manual.  

 
(b)  Any potential upwards valuation to the carrying amount of land and building 

assets, benchmarked at £39m from local indices provided by the District 
Valuation Office, was not significant, nor of a magnitude that distorted the 
view of the asset base of the Trust reported in the 2011/12 Financial 
Statements.  A broad assessment of additional PDC payable from a 
revaluation at 31st  March 2012 would be approximately £760k, which was 
below the materiality threshold applied by External Audit. 

 
(c)  Under the Trust’s Accounting Policy, a revaluation of the whole estate would 

be undertaken during 2012/13.  
 

External Audit colleagues confirmed their understanding and acceptance of the 
proposal. 

 
The Audit Committee: 
 

 NOTED that due consideration had been given to the appropriateness of asset 
valuations at 31st March 2012 

 3



 
 APPROVED completion of the 2011/12 Financial Statements without any whole 

estate revaluation as at 31 March 2012.  
 

(d) Process for signing off 2011/12 Annual Accounts 
 
The AC NOTED the process for the approval of the 2011/12 Annual Reports and 
Accounts as set out in Enclosure E circulated with the agenda papers.  
 
Neil Riley reported that, as in previous years, he would invite the Chairman and 
Chief Executive to attend the meeting of the Audit Committee on 24th May, 2012 to 
review the Annual Report and Statutory Financial Statements. 

Action: Neil Riley 
 
AC/12/14 

External Audit 
 
(a) Progress Update/Audit Plan 
 

Trevor Rees referred to his written Progress Report (Enclosure F) circulated with 
the agenda papers and reported that there were no particular concerns to note. 
 

(b)  Technical Update 
 

The AC RECEIVED  and NOTED the Technical Report (Enclosure G ) circulated 
with the agenda papers. 

 
(c) ISA260 
 

Trevor Rees referred to the copy of the ISA260 Audit Highlights memorandum 
circulated with the agenda papers.  He explained that he had circulated it for 
information so members could see an outline of what the Trust would receive 
following KPMG’s audit of its accounts. 

 
AC/12/15 

Internal Audit Service: 
 

(a) Progress Report including an update on compliance with NHS Internal Audit 
Standards 

 
Michael Wright presented his progress report (Enclosure H) circulated with the 
agenda papers.  He reported that:- 

 
 14 audit assignments had reached completion since the previous report. 
 Internal Audit were on target to deliver the plan.  However it was noted that work 

relating to Information Technology audits had been put on hold pending 
appointment of the Informatics Director and agreement had been reached with 
Julie Wright to provide those additional days in next year’s plan. 

 The most significant issue related to the audit on overpayments to medical staff 
 
Michael Wright went through the summaries of completed audit assignments and 
the following points were noted: 
 

 Service Line Reporting (C Grade) – A number of medium risks had been 
identified. 
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 Safeguarding Children Follow Up (B Grade) – The vast majority of 
recommendations had been implemented and therefore it was considered that 
the audit now warranted a B Grading (previously Graded C). 

 
 Waste Management Follow Up (B Grade) – The majority of recommendations 

had been implemented and it was considered that the audit now warranted a B 
grading. 

 
 Performance Management (C Grade) - A number of medium risks identified.  

Identified some duplication in questions and topics out of date. 
 

 Ledger (B Grade) – Only minor risks/control weaknesses were identified. 
 

 Budgets Follow Up (B Grade) – The majority of recommendations had been fully 
implemented and therefore it was considered that the audit warranted a B 
grading. 

 
 Banking and Treasury Management (B Grade) – Only three minor risks/control 

weaknesses were identified. 
 

 Medical Devices Stock (B Grade) – Controls within the department were 
generally operating satisfactorily.  Nine low risk recommendations were raised 
some of which would be addressed as part of the development of the 
department’s Clinical Engineer’s Quality System. 

 
 Interventional Stock (C Grade) – Overall a well managed system but a 

weakness was identified around the information passed to the Supplies 
Department and the Supplies response to information shortfalls.  However that 
was now being addressed 

 
 Physical Security (C Grade) – The audit focussed on lockdown arrangements at 

the Northern General Hospital. A site visit was made to the Northern General 
Hospital and Michael Wright walked around the site with the two Security 
Guards.  Although the vast majority of doors had been locked the visit identified 
a number of doors which had been left unopened. 

 
The AC felt that: 
 
• Security Staff should keep a record of the doors left unopened and that the 

matter should be referred to the Senior Manager responsible for the area 
concerned. 

• an unannounced visit by Internal Audit to both campuses should be 
considered  

• consideration be given to testing arrangements using a “mystery intruder” 
approach 

 
Mr. Kevin O’Regan, Hotel Services Director, and Mr. Graham Rye, Head of 
Security, had signed up to the recommendations and a follow-up audit would be 
carried out in the early part of 2012/13 to cover the above issues. 
 

 Rosters (C Grade) – A number of medium risks were identified including: 
 

• Differences between the number of staff required for rostering and the actual 
number of staff working 

• Use of NHSP staff  
• Staff in post less than the Authorised Funded Establishment  
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 MARS (C Grading ) – Overall found to be well managed 
 

Overpayments (Medical Staff) (D Grade) – A number of high risks were 
identified which required immediate action. There was a significant amount of 
work to be undertaken and positive action had been agreed against the 
recommendations. 
 
The overpayments register was found not to be up to date.  A number of the 
overpayments were significant and had been going on over a number of years. 
 
Although the Trust had a policy for salary advances, hardship loans and 
recovering overpayments in salary, Medical Personnel were not following the 
policy and consequently Medical Staff were  treated differently.   
 
A follow up audit would be carried out  promptly following the target dates of 
recommendations completion. 
 
The AC expressed serious concern regarding the position and it was AGREED 
that the AC should receive a summary showing all the overpayments across the 
organisation at the July 2012 meeting. 

Action: Michael Wright 
 
The AC RECEIVED and NOTED Internal Audit’s progress report. 
 

(b) Draft 2012/13 Internal Audit Plan 
 

Michael Wright presented the Draft 2012/13 Internal Audit Plan (Enclosure I) 
circulated with the agenda papers.  The Plan had been formulated following review 
of the Assurance Framework, Top Risk Report and the Audit Universe and 
discussion with the Deputy Director of Finance, Trust Secretary, Head of Patient 
and Healthcare Governance and Assurance Manager.  External Audit was also 
happy with the Plan. 
 
The AC AGREED the Plan.  It would now be submitted to the Trust Executive 
Group (TEG) for comment.  If any changes were proposed by TEG, these would be 
circulated by email to AC members for final sign off.    
 

 (c) Local Counter Fraud Annual Report 2011/12 
 

Jon Goodison presented the Local Counter Fraud Annual Report 2011/12  
(Enclosure J) circulated with the agenda papers.  The key points to note were: 
 

 The Annual Report of the LCFS follows the prescribed format from NHS Protect 
and brings together all the activity reported to the Trusts Audit Committee over 
the last financial year. 

 
 Key points are the Trusts continued resolve on a zero tolerance approach to 

fraud and to seek sanction and redress where appropriate.  The redress 
identified within the report totals in excess of £275k 

 
 The Trust’s Code of Business Conduct was in need of revision. 

 
Andy Challands confirmed that he had commenced the review of the Code of 
Business Conduct as part of a wider review of associated corporate governance 
policies and procedures to ensure they conform to current legislation including 
the 2010 Bribery Act.  The current operation of the Trust’s Register of Interest 
was acknowledged as patchy.  The Trust needed a stronger reporting 
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mechanism and to adopt a more proactive approach.  The possibility of having a 
corporately held electronic register was being explored.  He expected to 
complete the review by the end of April/early May.   
 

The AC RECEIVED and NOTED the Local Counter Fraud Annual Report 2011/12. 
 

(d) Draft Local Counter Fraud 2012/13 Workplan 
 

Jon Goodison presented the Draft Local Counter Fraud 2012/13 Workplan 
(Enclosure k) circulated with the agenda papers.   
 
The key points to note were: 
 

 NHS Protect suggested that 130 days were allocated to countering fraud at a 
Trust with over 10,000 employees.    

 
 The Key Framework of Duties included 122 days that would allow the LCFS to 

continue with seamless counter fraud work at the Trust.   
 

 The Key Framework of Duties had been compiled with the assistance of the 
Deputy Director of Finance and the Internal Audit Manager for the Trust.  It took 
account of the risks identified in both the LCFSs local risk assessment tool and 
NHS Protects. 

 
The AC AGREED the Local Counter Fraud 2012/13 Workplan 

 
AC/12/16 

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. 
 

(b) Register of Hospitality: January – February 2012 
 

The AC RECEIVED and NOTED the Register of Hospitality for the period January 
to February 2012. 
 

(c) Register of Gifts: January – February 2012 
 

The AC RECEIVED and NOTED the Register of Gifts for the period January to 
February 2012.  It was AGREED that in future the register would not contain the 
donor’s personal details. 

 
AC/12/17 

Items to be highlighted to the Board of Directors 
 
It was agreed that the Overpayments Audit should be brought to the Board’s attention. 

 
AC/12/18 

Date and Time of next meeting 
 
The next meeting of the Audit Committee would be held at 8.30 am on Thursday 24th May, 
2012, in the Board Room, Royal Hallamshire Hospital 
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