
 
C2 

  

UNADOPTED 

 
 

AUDIT COMMITTEE 
 
Minutes of the Meeting of the STH AUDIT COMMITTEE held on Tuesday 1st November,  2011, 
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. Riley 
 Mr. A. Challands Miss J. Wright 
 Ms. A. Latham Mr. M. Wright 
 Mr. N. Priestley Ms. S. Younis  
   
APOLOGIES: Mr. J. Goodison  

Mr. J. Idle  
 

Mr. T. Rees 

 
Prior to commencement of the meeting the Chairman welcomed Salmo Younis and Amanda 
Latham to their first meeting of the Audit Committee as the Trust’s External Auditors. 
 
AC/11/42 

Minutes of the Previous Meetings 
 
The Minutes of the Meetings held on Tuesday 5th July, 2011, were APPROVED as a 
correct record. 
 

AC/11/43 
Matter(s) Arising from the Minutes of Meeting 
 
(a) Draft Audit Plan  
 

(AC11/16(c)) Michael Wright reported that the action relating to pharmacy waste 
was covered in his progress report later on the agenda. 

 
(b) SOL (Orthopaedic Contract) 

 
(AC/11/31(a)) Michael Wright reported that the audit on SOL had moved from a D to 
a C Grade and the detail was covered in his progress report to be discussed later 
on the agenda. 
 

AC/11/44 
D & E Grade Audit Reports 
 
Julie Wright referred to her written report (Enclosure C) circulated with the agenda papers. 
 
The only D Grade Audit on the report relating to IT Risk Assessment. She explained that 
the following measures had been undertaken recently in order to manage risks and improve 
business continuity: 

 



 Systematic approach to identifying and risk assessing systems across the Trust.  That 
had now been documented and well populated but more work was required to complete 
it. 

 A process for working with key asset owners and key departments to manage risks and 
assess impact.  That had been agreed by the Informatics Business Continuity Group in 
October 2011. 

 Improved control on initiating and managing projects/new initiatives including the 
management of risks had been drafted and circulated to the HIPB (Health Informatics 
Project Board). 

 
Andy Challands reported that Information Governance was now represented on the Risk 
Validation Group and on recent checking of the Risk Register no new risks from Informatics 
had been entered. Michael Wright stated that a follow up audit was scheduled in Quarter 4 
and he would pick up that issue as part of that audit. 
 
Julie Wright reported that the new Director of Informatics was now in post and had brought 
the position back on track and all actions would be complete by the end of December 2011. 

 
AC/11/45 

Review of Risk Management Policy  
 

Andy Challands referred to the Draft Risk Management Policy (Enclosure F) circulated with 
the agenda papers. 
 
He explained that in previous years it was an NHSLA requirement that the Trust’s Risk 
Management Policy be approved by the Board annually.  It was also agreed the Draft 
Policy would be brought to the Audit Committee for consideration prior to it going to the 
Board.  However the NHSLA had now dropped that requirement so following this year’s 
review arrangements for updating it would revert to the approved 3 yearly cycle. 
 
Andy Challands reported that the key changes since January 2011 and incorporated into 
the draft version were: 
 

 Minor wording changes 
 The separation of the strategy and the policy.  The Risk Management Strategy would 

be separately developed to complement the Trust’s new Corporate Strategy and Quality 
Strategy.  That was one of the recommendations of the Moore Carter Review. 

 The Monitoring Compliance and Effectiveness section had been re-written to ensure 
compliance at Level 1 with the 2011 NHSLA Risk Management Standards and to 
future-proof for higher assessment. 

 
He anticipated there would be further amendment to the draft policy to address two specific 
issues in readiness for the Policy to go to the Board of Directors in January 2012:  
 

 Appendix E, which had been left out of the document, would be updated following 
guidance from NHSLA regarding directorate Risk Management arrangements. 

 Staff from Primary and Community Services Care Group were being consulted to 
ensure community services risk management structures and processes were fully 
integrated and compliant with the policy. 

 
Vic Powell asked what the Trust would need to do to achieve Level 2.  Andy Challands 
stated that the Trust had to have evidence that the policy had been implemented i.e. that it 
followed processes outlined in the policy.   
 
Neil Riley added that that the NHSLA requirements were stringent and the standards 
changed annually which affected the Trust’s confidence in going forward for Level 2. 
 
The Audit Committee APPROVED the Risk Management Policy for ratification by the Board 
of Directors at the January 2012 meeting. 



AC/11/46 
Signing off 2011/12 Proposed Accounting Policies 

 
Neil Priestley reported that it was part of the Audit Committee Work Plan to bring this item 
to the November meeting.  He explained that when the paper was written the Draft Annual 
Reporting Manual from Monitor was still awaited.  However Julie Wright reported that it had 
arrived on Friday 21st October, 2011.  She reported that on first glance of the information 
there were a number of issues to be dealt with but no major changes. 
 
The key points to note were:- 
 

 No amendments to the Trust’s Accounting Policies from 2010/11 were proposed, with 
the exception of any future Monitor requirements in relation to the treatment of 
Government Grants and Donated Assets. 

 
 The 2010/11 comparators to the 2011/12 Accounts would require restatement (via 

merger accounting) for the integration of Community Services into the Trust. Some 
restatement may also be necessary any change on the above potential policy change 
on assets and from work on Inter-Authority balances associated with the Treasury Clear 
Line of Sight project. 

 
There was no firm date for submitting the restated accounts but it was believed to be 
sometime mid-December 2011. 
 

 Preparation work for the completion of the 2011/12 Accounts had commenced. 
 
It was AGREED that following scrutiny of the Draft Annual Reporting Manual a further 
report would be brought to the Audit Committee in January 2012. 

Action: Mr. N. Priestley 
 
AC/11/47 

Assurance Framework 
 
Andy Challands referred to the Draft Assurance Framework (Enclosure F) circulated with 
the agenda papers and apologised for sending it out late but he was awaiting receipt of a 
few updates. 
 
He explained that the draft Assurance Framework is the outcome of the of a series of 
meetings which together with the Trust Secretary he had had with executives (and relevant 
managers) to review and refresh their portfolio risks included in the Assurance Framework 
so that, as part of the internal control mechanism, the Chief Executive, as Accounting 
Officer, was able to sign off the Annual Governance Statement next year.   

 
Andy Challands felt that a gap in assurance that had not been fully addressed in the 
framework centred on the integration of community services.  He said that would be picked 
up in the next review cycle. 
 
To meet a recommendation from Internal Audit, arrangements would be made in the New 
Year for the Framework to be reviewed by the Board Committees to ensure that Framework 
is subject to scrutiny and challenge from a wider audience within the organisation. 
 
Professor Weetman pointed out that the Risk “Failure to develop a strategic alignment 
between the Trust and academic Organisations” described on Page 8 of the Framework 
was out of date and not a true reflection of the present position.  He made the following 
points: 
 

 The Biomedical Centres had not been funded and would cease functioning in March 
2012 

 



 When was the last time the Memorandum of Understanding with the University had 
been looked at and updated. 

 
 Is there a Memorandum of Understanding with the University of Hallam? 

 
 Professor Weetman was not aware of a Memorandum of Understanding which covered 

all areas and a comprehensive review was well overdue and had been requested for 18 
months.  He had made every effort to set up new arrangements between the University 
and the Trust and had written to the Chief Executive and had repeatedly raised the 
matter with the Chief Executive and Medical Director but to date no action had been 
taken. 

 
 The Trust’s Research and Development Director was not a member of the Medical 

School Council; in fact the Council ceased functioning a couple of years ago. 
 

Andy Challands explained that the update had been made following a discussion with Mike 
Richmond, Medical Director, and David Throssell, Deputy Medical Director and he agreed 
to arrange a further meeting with them and the Trust Secretary to pick up those matters. 

Action: Mr. A. Challands/Mr. N. Riley 
 

Neil Riley said that in developing the key points on the Cover Sheet it would be helpful to 
describe what were the major changes from last year to this year. 
 

AC/11/48 
External Audit 
 
(a) Transition to KPMG External Audit 
 

Salma Younis referred to her written report (Enclosure G) circulated with the agenda 
papers and explained that it was for information purposes and gave details of the 
KPMG Team and the activities they had undertaken during the transition period. 
 

(b) Draft Plan 2011/12 
 

Salma Younis referred to her written report (Enclosure H) circulated with the agenda 
papers which set out KPMG responsibilities at the Trust’s External Auditors. 
 
It covered the following areas:- 
 

 Financial Statements 
 Use of Resources 
 Quality Report 
 Audit Management 

 
They would be focussing on the following areas which they have assessed as high 
risk in terms of their impact on the Trust’s financial statements opinion:- 
 

 Valuation of receivables 
 Contract management and forecasting 
 Q4 PbR Income 
 Going  Concern 
 Transferring Community Services Transactions 

 
Andy Challands stated that it would be helpful if he were to meet with the External 
Auditors regarding preparation of the Annual Governance Statement.  He also 
pointed out that on Page 7 reference was made to complying with “standards” set 
out within the Quality Governance Framework.  However there was not a 
compliance issue as the Quality Governance Framework did set standards but 
merely included best practice examples. 



 
(c) Protocol for the Relationship of Internal Audit and External Audit 
 

Salma Younis referred to the Protocol for the Relationship of Internal Audit and 
External Audit (Enclosure I) circulated with the agenda papers.  She explained that 
the aims of the protocol were to:- 
 

 set out the respective roles of the Trust, external audit and internal audit; 
 promote an effective working relationship within the bounds of mutual 

independence; 
 set out the co-ordination arrangements which would make optimum use of 

available resources; and 
 assist the Audit Committee to fulfil its responsibilities for overseeing effective 

liaison between external and internal 
 
She reported that she was happy with the arrangements in place and with the 
relationship with Internal Audit and the Trust. 

 
(d) External Audit Technical Update 

 
Amanda Latham referred the External Audit Technical Update (Enclosure J) 
circulated with the agenda paper and explained that the document was for 
information purposes and highlighted the main technical issues which were currently 
having an impact on the Foundation Trust Sector.  It also included a list of upcoming 
events. 
 
She explained that KPMG had rated (High, Medium, Low) the issues in the report in 
accordance with the level of impact they had on the Trust. She stated that the Trust 
was already aware of the issues and actions were already taking place. 
 

AC/11/49 
Internal Audit Service 
 
(a) Progress Report 
 

Michael Wright presented his progress report (Enclosure K) circulated with the 
agenda papers.  The key points to note were:- 
 
Since 5th July 2011, 21 audit assignments had reached completion  
 

 There were 2 D Grade Audits: 
   

• Capital Scheme 4th Endoscopy 
• Partnerships 

 
 The SOL Audit had improved from a D to a C Grade 

 
 Pharmacy – At the request of the Audit Committee Internal Audit had carried out 

a scoping exercise looking at the value of drugs for destruction. The key findings 
were that the majority of destroyed drugs were of low value and the main reason 
for return was because they had been part-used and would not be safe to re-
use. The Committee were satisfied with the position and agreed that no further 
action was needed, 



 
 In response to requests from the Trust, the following additional assignments had 

been taken on:- 
 

• MARS 
• Patient Property 
• Overpayments 
  

Michael Wright went through the summaries of completed audit assignments and 
the following points were noted: 
 

 Risk Management – It was noted that the Risk Validation Group was working 
well but entering risks onto the Risk Register was patchy across the 
organisation. 

 
Andy Challands reported that the housekeeping exercise to scrutinise all the 
open risks on Datix Risk Register was nearing completion.  For those risks 
where the review date had passed, the relevant risk lead was contacted and 
asked to update them. 

 
 Capital Scheme –  4th Endoscopy – It was noted that the Endoscopy Scheme 

was not an example of good practice as it was not well planned or effectively 
project managed.  It was important that lessons were learned from the issues 
raised by the audit. 

 
 Partnership – It was AGREED that Neil Priestley would take the results of the 

Audit to TEG for discussion.  Neil Priestley felt that Directorates needed to 
become more involved in drawing up Service Level Agreements (SLA) and that 
it would be helpful if there was some kind of contract template for the 
Directorates to use.  The SLA did not necessarily need to be a lengthy legal 
document but should set out what the service constitutes, fees and terms of the 
agreement and be signed by the organisations involved. 

 
 SOL – It was noted that there had been a significant improvement since the 

previous audit in that only 2 cases out of the 25 tested were found to be 
inappropriately excluded.  Michael Wright felt that the position was moving in the 
right direction although there were instances where there was insufficient 
evidence on the database to support the exclusion. It was AGREED that the 
results of the Follow Up audit would be brought to TEG’s attention and that the 
Chief Nurse/Chief Operating Officer would be asked to write to the General 
Manager regarding the audit findings. 

 
Michael Wright highlighted the contents of Appendices F and G which set out the 2 
reviews relating the Transforming Community Services. The main objective of the 
first review was to evaluate the controls in place relating to the key systems 
impacted by the transition process and also to ensure that actions arising from C 
and D grade audit reports produced as part of the Provider side Audit Plan for NHS 
Sheffield were appropriately followed up.  The main objective of the second review 
was to evaluate the effectiveness of the Transforming Community Services 
transition process and also establish if the intended benefits were being effectively 
monitored to ensure that they were realised. 
 
It was felt that the services listed in Appendix G (Page 49) needed to be extended to 
include all services as it was felt that the list was of facilities not services. 
 

 (b) Local Counter Fraud Specialist Progress Report: November 2011 
 

Michael Wright referred to the Local Counter Fraud Specialist Progress Report 
(Enclosure L) circulated with the agenda papers. 



 
The key points to note were: 
 

 NHS Protect had provisionally rated the counter fraud arrangements at the Trust 
at level 3 ‘organisation performing well’. 

 Updates on the progress of the Audit Commissions, National Fraud Initiative. 
 Updates on investigations, sanctions and redress undertaken by the LCFS. 

 
The Audit Committee RECEIVED and NOTED the November 2011 Local Counter 
Fraud Specialist Progress Report 

 
AC/11/50 

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 2. 

 
(b) Register of Hospitality: July to September 2011   
 

The Audit Committee RECEIVED and NOTED the Register of Hospitality for the 
period July to September 2011  
 

(c) Register of Gifts – July to September 2011 
 

The Audit Committee RECEIVED and NOTED the Registers of Gifts for the period 
July to September 2011.  However it was agreed that further enquiries should be 
made into the reasons for Mr. Farrell being given a netbook by Eusa Pharm. 

 
AC/11/51 

Items to be highlighted to the Board of Directors 
 

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

 SOL 
 

AC/11/52 
Date and Time of Meetings for 2012 
 
It was AGREED that the meetings of the Audit Committee would be held on the following 
dates in 2012: 
 

 Tuesday 10th January 2012 
 Tuesday 13th March 2012 
 Thursday 24th May 2012 (Annual Accounts) - provisional 
 Tuesday 10th July 2012 
 Tuesday 9th October 2012 

 
All meetings would commence at 8.30 am in venues to be confirmed. 

 
Post meeting note: All meetings will be held in the Large Committee Room, Weston Park 
Hospital with the exception of Thursday 24th May, 2012 which will be held in the Board 
Room, Royal Hallamshire Hospital. 


