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UNADOPTED AND COMMERCIAL IN 
CONFIDENCE

  
 

AUDIT COMMITTEE 
 
 
Minutes of the PRIVATE 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. G. Thompson 
 Mr. A. Challands Miss J. Wright 
 Mr. N. Priestley  
   
APOLOGIES: Mr. N. Riley 

 
Professor A. P. Weetman 

 
AC/11/42 

Minutes of the previous Private Meeting 
 
The Minutes of the Private Meeting held on Tuesday 12th April, 2011, were AGREED as a 
correct record. 
 

AC/11/43 
Appointment of External Auditor 
 
John Donnelly briefed members on the process followed for the appointment of the Trust’s 
External Auditor. 
 
• A formal tender process was agreed with the Audit Committee and Governors’ Council.  

Expressions of interest were invited and 6 organisations responded.  5 passed the pre-
qualification test and were invited to tender.  Of these, the following organisations chose 
to submit a tender: 

 
 Audit Commission 
 KPMG 
 PricewaterhouseCoopers (PWC) 

 
• All 3 of the above organisations were shortlisted and a panel was established to 

consider the tenders and receive presentations from each of the shortlisted 
organisations.  The panel met on 7th June 2011 and had the following membership:- 

 
John Donnelly  Chair of Audit Committee 
Vic Powell   Vice Chairman/Audit Committee member 
Graham Thompson Governor 
Neil Priestley  Director of Finance 
Neil Riley   Trust Secretary 
Julie Wright  Deputy Director of Finance 

 
The panel was supported by Keith Eyre from the Supplies Department. 
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• The panel had an agreed scoring matrix for assessing the 3 tenders and was not aware 
of the financial aspects of the tenders until the presentations and scoring processes 
were completed.  The elements covered by the scoring matrix were as follows: 

 
 Appropriately qualified 
 Statutory entitlement 
 Compliant with Audit Code for NHS Foundation Trusts 
 Audit Plan 
 External Audit expertise 
 Key personnel 
 Quality Control Procedures 

 
• The Panel’s conclusions were: 

 
 The panel had concerns about the ongoing uncertainty over the future of the Audit 

Commission given the Government’s announcement that it will be abolished.  Given 
that uncertainty, the panel concluded that the Audit Commission was not certain to 
be able to provide the service for the 3 year tender period.  On these grounds, the 
panel concluded that the Audit Commission did not satisfy the basic criteria around 
being appropriately qualified and therefore excluded it from further consideration. 
 

 The panel concluded that both KPMG and PWC were capable of providing a high 
quality external audit service and that both of them fully met the requirements.  
Neither organisation was deemed to offer significant added value benefits and 
therefore each scored 160 out of 200. 
 

• The tender values were as follows:- 
 

 Statutory Audit Quality Report Total
  £  £  £ 
Audit Commission 45,240 5,270 50,510
KPMG 45,320 8,840 54,160
PWC 65,000 10,500 75,500

 
The PWC price was fixed for the 3 years but inflation uplifts would apply in years 2 and 
3 for the Audit Commission and KPMG quotes. 
 
Given that the Audit Commission was excluded and that there was no difference 
between KPMG and PWC on the scoring, KPMG were selected as the preferred bidder 
on the basis of value for money.  The value for money assessment reflected the 
discounted net present value of the proposals over the 3 year period and then 
considered the Cost per Benefit Point. 
 
The position for KPMG and PWC was as follows:- 

 
 Cost/Benefit Point

 £ 
KPMG 1,003.70 
PWC  1,335.95 

 
• Neil Priestley reported that he had already briefed Damien Murray on the position and 

following today’s meeting, and subject to the Audit Committee’s agreement, would: 
 

 inform PWC that they were not the preferred provider 
 

 inform KMG that they were the Trust’s preferred provider subject to the agreement 
of the Governors’ Council on 13th September, 2011. 
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The Audit Committee: 
 
• SUPPORTED the panel’s assessment that KPMG should be selected as the Trust’s 

External Auditor for the 3 years from 2011/12. 
 

• AGREED that this recommendation be made to the Governors’ Council on 13th 
September 2011.  It was NOTED that the agenda for that meeting would need to be 
arranged as Damien Murray was due to attend to present the Annual Governance 
Report.  Therefore it was proposed to put the Annual Governance Report high on the 
agenda and the item on appointment of External Audit lower down in order to avoid any 
embarrassment. 

 
• AGREED that Julie Wright could begin to share information with KMG and also hold 

discussions with Internal Audit. 
 

• NOTED that Damien Murray had agreed, in the interim period, to act as the Trust’s 
Statutory External Auditor until 13th September, 2011, but if the Trust required additional 
work to be undertaken a charge would be levied.  In order to avoid that position in future 
it was suggested that the contract with KMG should state that it ran up to the meeting of 
the Governors’ Council of the third year accounts. 

 
• AGREED that subject to the approval of the Governors’ Council on 13th September, 

2011, John Donnelly would meet with members of KMG prior to the next meeting of the 
Audit Committee in November 2011. 


