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1.0 Introduction 

 
1.1 The Audit Committee (the committee) has prepared this report to the Trust Board to 

provide information about actions taken by the committee to satisfy its terms of 
reference for the year 1 April 2013 to 31 March 2014. 
 
   

2.0 Background 
 

2.1 The NHS Code of Conduct and Accountability and the NHS Audit Committee Handbook 
require that an audit committee is established as a committee of the Trust Board to 
provide an independent and objective view on governance, risk management and 
internal control processes on which the Board places reliance. 
  

2.2 The establishment and constitution of the committee is mandated by the Standing 
Orders of the Trust (Section 6.4). 

 
 
3.0 Governance, Establishment and Duties 

 
3.1 Members of the committee are appointed by the Board from amongst the Non-

Executive Directors of the Trust, one of which is appointed to chair the committee.  The 
Audit Committee Handbook directs that the Chair of the Trust should not be a member 
of the committee.  The Trust has deviated from this guidance because Alan Cole, Non-
Executive Director and member of the Audit Committee, has been acting Chair of the 
Trust since January 2013. 
 

3.2 The committee’s regular meetings usually begin with a private meeting between 
committee members to allow for discussions without any other persons being present. 

 
3.3 At each committee meeting internal and external auditors have the opportunity for 

private discussions with the committee members. 
 
 
4.0 Audit Committee Effectiveness 

 
4.1 There were seven regular committee meetings during the year.  All meetings were 

quorate.  Attendance by committee members and those in attendance was good.  
Appendix 1 shows the record of attendance for the year 2013/14 for members and 
those regularly ‘in attendance’ as per the terms of reference. 
 

4.2 In accordance with the Audit Committee Terms of Reference and in line with good 
practice, the committee is required to undertake a self-assessment of performance over 
the year.  The committee timetable calls for an annual self-assessment of the 
committee’s performance to be prepared for the committee’s June meeting. 
 

4.3 The self-assessment has two elements.  The committee members and the Head of 
Financial Accounting met in March 2014 to complete the assessment against the 
Department of Health’s NHS Audit Committee Handbook checklist and to discuss the 
performance of the committee against its objectives.  The objectives of the committee 
are set out in the terms of reference, which were last reviewed in January 2014. 
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4.4 The purpose of the self-assessment is to provide assurance that the committee has 
performed against its objectives and to identify any areas for development or 
improvement. 

 
4.5 The completed self-assessment checklist is attached at Appendix 2.  It consists of a 

serious of questions that are categorized as “Must Do” (Status 1), “Should Do” (Status 
2) and “Could Do” (Status 3). 
 

4.6 The results of the assessment are summarized as follows: 
 

Status Achieved Not Achieved Total 

1 – Must Do 50 (98%) 1 (2%) 51 

2 – Should Do 23 (85%) 4 (4%) 27 

3 – Could Do 6 (75%) 2 (25%) 8 

Total 79 (92%) 7 (8%) 86 

 
4.7 The one ‘Must Do’ not achieved relates to new committee members being provided with 

appropriate induction.  While there are no formal induction arrangements targeted at the 
audit committee, the Chair confirmed that any new members would receive an induction 
with him, so this was not seen as a risk or area for concern. 
 

4.8 For those ‘Should Do’ items that the committee deems require further action to achieve 
them, an action plan has been developed, as attached at Appendix 3. 

 
 
5.0 Performance Against Objectives 
 

Governance, Risk Management and Internal Control 
5.1 The committee received the minutes from the Governance and Quality Committee and 

the Head of Governance highlighted any significant areas to note. 
 

5.2 The committee has regularly received the Board Assurance Framework produced by 
the Risk Assurance Committee.  Committee members have the opportunity to raise any 
queries or concerns to be fed back to the Risk Assurance Committee. 
  

5.3 Progress against the completion of Internal and External audit recommendations has 
been monitored regularly.  The responsible managers are asked to regularly provide an 
update on their progress against recommendations assigned to them.  The last review 
was at the March Audit Committee where two Internal Audit recommendations remain 
open, neither of which were overdue and seven External Audit recommendations 
remain open, none of which were overdue. 

 
Internal Audit 

5.4 The Internal Auditors for the Trust are Mazars LLP (Mazars acquired Deloitte Public 
Sector Internal Audit Ltd in January 2014) and the Head of Internal Audit is Andy 
Jefford.  The Committee received the Head of Internal Audit Opinion in April 2013 for 
the year ending March 2013.  Based on the work undertaken in 2012/13 significant 
assurance was given that there is a generally sound system of internal control. 
  

5.5 Internal Audit report regularly on their progress against the plan (agreed with the 
committee in March 2013) and present each completed audit report.  The committee 
has the opportunity to ask for further information, clarification or to seek assurance over 
conclusions reached and recommendations made. 
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5.6 In June 2013 the committee received the Internal Audit Annual Report for 2012/13 

which provides a summary of their work carried out in 2012/13. 
 
5.7 During 2013/14 Internal Audit issued 22 final audit reports making 42 medium priority 

and 29 low priority recommendations. 
 

External Audit 
5.8 The Trust’s External Auditors are Ernst & Young LLP and their appointed auditor is 

Helen Thompson. 
  

5.9 The committee reviews the work and findings of the External Auditor and considers the 
implications of ,and management’s responses to, their work.  The committee 
considered and accepted the audit plan and fees for 2013/14 in March 2013. 

 
5.10 The committee has received regular External Audit progress reports together with 

sector briefings. 
 
5.11 The final annual audit letter for 2012/13 was received by the committee in July 

2013.  An unqualified opinion was given on the financial statements and an unqualified 
‘except for’ opinion on its arrangements for securing economy, efficiency and 
effectiveness. 

 
5.12 Throughout the year External Audit kept the committee up to date regarding the 

potential need to make a Section 19 Referral to the Secretary of State in March 2014 if 
the Trust was expecting to fail to achieve the five year break-even duty.  Similarly, the 
committee kept External Audit up to date on the Trust's progress in achieving a five 
year break-even position. 

 
Local Counter Fraud Specialist 

5.13 Counter Fraud is provided to the Trust by Hampshire and Isle of Wight Counter 
Fraud Service.  The Local Counter Fraud Specialist attends committee meetings.  The 
committee receives a regular update on counter fraud activity, ongoing cases and 
progress against the plan agreed with the committee in March 2013. 
 
Financial Reporting 

5.14 The committee received and approved revised accounting policies in March 2014. 
  

5.15 The committee reviews the annual report and annual accounts before submission to 
the Board.  For the year 2012/13, the draft accounts were reviewed in April 2013 prior 
to submission to the Department of Health and External Audit.   

 
5.16 For the year 2013/14, these were reviewed in April 2014.  The accounts were 

approved subject to audit.  The committee discussed the annual report and requested 
that some adjustments were made prior to its submission to the Board 

 
 

6.0 Specific Items to Report 
VitalPAC Procurement 

6.1 The committee discussed the procurement of the VitalPAC system at its meetings in 
June, September and November.  This was to gain assurance that the product was 
tested against the market for value for money, that Trust procurement procedures were 
being followed and that there were no conflict of interest in the transactions. 
 
Clinical Audit Plan 
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6.2 At the July committee meeting the committee received the Clinical Audit Plan and the 
Clinical Audit Assurance Manager attended the meeting to present the plan and answer 
any questions on it and the processes surrounding it. 
  

6.3 Following an update from the Clinical Audit Assurance Manager at the January 
committee meeting, the committee recognised that a significant amount of work had 
been done in co-ordinating the reporting, recording and monitoring of clinical audit work 
against the plan. 

 
6.4 The committee has added an update on the Clinical Audit Plan to its annual work 

schedule. 
 
6.5 The Managing Director for Clinical Support attended the March meeting to provide an 

update on the action plan to deal with recommendations from an earlier internal audit 
report.  He presented information relating to the four recommendations and the 
committee acknowledged that significant progress had been made in this area.  The 
committee has added an update on this issue to its annual work plan. 

 
7.0 Conclusion 

7.1 In summary, the committee has met its purpose to provide the Trust Board with an 
independent and objective review of internal control by meeting the objectives set out in 
the terms of reference and by focusing on specific issues as necessary throughout the 
year. 
  

7.2 The committee will continue with its programme of work to gain assurance over the 
Trust’s internal control processes.  To contribute to this the committee has requested 
Internal Audit to amend their plan for 2014/15 to incorporate the following areas: 

 
- Cost Improvement Programme 
- Bank and Agency Staff 
- CQC Compliance and Monitor Returns 
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APPENDIX 1 
 
AUDIT COMMITTEE – RECORD OF ATTENDANCE 2013/14 
 

Members: 
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0
6
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6
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0

1
3

 

1
8

/0
7
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1
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0
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9
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0
7

/1
1

/2
0

1
3

 

1
6

/0
1

/2
0

1
4

 

1
3

/0
3

/2
0

1
4

 

Steve Erskine Non-Executive Director and Chair of Committee Y Y Y A Y Y Y 

Alan Cole Non-Executive Director Y Y Y Y Y Y Y 

Tim Higenbottam Non-Executive Director Y A Y Y Y Y Y 

         Regular In Attendance: 

       Ben Lloyd Director of Finance and Investment Y Y Y Y Y Y Y 

Peter Mellor Director of Corporate Affairs and Business Development Y Y Y Y Y Y A 

Brian Maxton Deputy Director of Finance Y Y Y Y Y Y N/A 

Fiona McNeight Head of Governance A Y A Y Y Y Y 

Susan Boyle PA to Director of Finance and Investment (Minutes) Y Y Y Y Y Y Y 

Lee Williams Head of Financial Accounting N/A N/A N/A N/A Y Y Y 

Hampshire & IOW Counter 

Fraud Local Counter Fraud Specialist A Y A Y Y Y Y 

Deloittes Internal Audit Y Y Y Y Y Y N/A 

Mazars Internal Audit N/A N/A N/A N/A N/A N/A Y 

Ernst & Young External Audit Y Y Y Y Y Y Y 

 
Key Y = Attended 
  A = Apologies Received 
  N/A = Attendance Not Required 
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APPENDIX 2 
Audit Committee -  Self-Assessment Checklist  

March 2014 
Status  Issue  Yes  No  N/A  Comments/Action  
Composition, establishment and duties          

1 Does the Audit Committee have 
written terms of reference that 
adequately define the Committee’s 
role in accordance with Department 
of Health/Monitor guidance?  

Y     

  

1 Have the terms of reference been 
adopted by the Board?  Y     

  

1 Are the terms of reference reviewed 
annually to take into account 
governance developments 
(including integrated governance 
principles) and the remit of other 
committees within the organisation?  

Y     

  

1 Has the Committee been provided 
with sufficient membership, authority 
and resources to perform its role 
effectively and independently?  

Y     

There is however a deviation from the 
norm.  The Interim Chair of the Trust is 
also a member of the Audit Committee 
and also chairs the Finance Committee 

2 Are changes to the Committee’s 
current and future workload 
discussed and approved at Board 
level?  

  N   

The internal audit plan and the 
Committee work plan go to the Board 

1 Are Committee members 
independent of the management 
team?  

Y     
  

1 Does the Committee report regularly 
to the Board?  Y     

  

1 Has the Chair of the Committee a 
prior understanding of, or received 
training in, finance and internal 
control or other relevant expertise?  

Y     

The Chair accepts responsibility for 
continued development 

1 Are new members provided with 
appropriate induction?    N   

New members would have an induction 
meeting with the Chair 

1 Does the Board ensure that 
members have sufficient knowledge 
of the organisation’s business to 
identify key risk areas and to 
challenge both line management 
and the auditors on critical and 
sensitive matters?  

Y     

  

1 Does the Committee prepare an 
annual report on its work and 
performance in the preceding year 
for consideration by the Board?  

Y     

  

1 Does the Committee assess its own 
effectiveness periodically?  Y     

  

Meetings          

1 Has the Committee established a 
plan of matters to be dealt with 
across the year?  

Y     
The work plan is reviewed at least 
annually 
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1 Does the Committee meet 
sufficiently frequently to deal with 
planned matters and is enough time 
allowed for questions and 
discussion?  

Y     

  

1 Does the Committee’s calendar 
meet the Board’s requirements and 
financial and governance calendar?  

Y     
  

2 Are Committee papers distributed in 
sufficient time for members to give 
them due consideration?  

Y     
  

2 Are Committee meetings scheduled 
prior to important decisions being 
made?  

Y     
  

2 Is the timing of Committee meetings 
discussed with all the parties 
involved?  

Y     
A timetable is produced by the DoF and 
agreed by the Audit Committee 

Compliance with the law and regulations governing t he NHS  

1 Does the Committee review 
assurance and regulatory 
compliance reporting processes?  

Y     
  

3 Has the Committee formally 
assessed whether there is a need 
for the support of a ‘Trust/Company 
Secretary’ role or its equivalent?  

Y     

  

2 Does the Committee have a 
mechanism to keep it aware of 
topical, legal and regulatory issues?  

Y     
Internal and external audit and Director 
of Finance 

Internal control and risk management  
1 Has the Committee formally 

considered how it integrates with 
other committees that are reviewing 
risk – for example, risk management 
and clinical governance?  

Y     

The Audit Committee is the overarching 
Committee of the Trust Board and 
receives minutes and actions from the 
Governance and Quality Committee. 

1 Has the Committee formally 
considered how its work integrates 
with wider performance 
management and standards 
compliance?  

Y     

The Committee considers its role is to 
review all aspects of the Trust's 
performance. It does not see its work as 
necessarily integrating with wider 
performance management but rather 
satisfying itself that wider performance 
management is effective.    

1 Has the Committee reviewed the 
robustness and effectiveness of the 
content of the organisation’s 
Assurance Framework?  

Y     

  

1 Has the Committee reviewed the 
robustness and content of the draft 
Statement on Internal Control before 
it is presented to the Board?  

Y     
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2 Has the Committee reviewed 
whether the reports it receives are 
timely and have the right format and 
content to enable it to discharge its 
internal control and risk 
management responsibilities?  

Y     

As a result the Committee has identified 
areas for improvement including internal 
audit and the governance and quality 
committee reporting 

1 Has the Committee reviewed the 
robustness of the data behind 
reports and assurances received by 
itself and the Board?  

Y     

  

1 Is the Committee satisfied that the 
Board has been advised that 
assurance reporting is in place to 
encompass all the organisation’s 
responsibilities?  

Y     

Will consider raising with Trust Board as 
to how other committees assess their 
effectiveness 

1 Is the Committee’s role in reviewing 
and recommending to the Board the 
annual report and accounts clearly 
defined?  

Y     

Annual report review sits with the Trust 
Board 

1 Does the Committee consider the 
External Auditor’s report to those 
charged with governance including 
proposed adjustments to the 
accounts?  

Y     

  

1 Does the Committee review 
management’s letter of 
representation?  

Y     
  

1 Is there clarity over the timing and 
content of the assurance statements 
received by the Committee from the 
Head of Internal Audit?  

Y     

  

Internal audit          

1 Is there a formal ‘charter’ or terms of 
reference, defining internal audit’s 
objectives, responsibilities and 
reporting lines?  

Y     

Standing Financial Instructions, NHS 
Internal Audit standards, Contract with 
Mazars 

1 Are the terms of reference for 
internal audit approved by the 
Committee and regularly reviewed?  

Y     
Annual approval of Internal audit plan 

2 Are the key principles of the terms of 
reference set out in the Standing 
Financial Instructions?  

Y     
  

1 Does the Committee review and 
approve the internal audit plan at the 
beginning of the financial year?  

Y     
  

1 Does the Committee approve any 
material changes to the plan?  Y     

  

2 Are audit plans derived from clear 
processes based on risk 
assessment with clear links to the 
Assurance Framework?  

Y     

The Committee tests the plan in terms of 
timing and content 

1 Does the Audit Committee receive 
periodic reports from the Head of 
Internal Audit?  

Y     
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1 Do these reports inform the Audit 
Committee about progress or delays 
in completing the audit plan?  

Y     
  

3 Has the Committee established a 
process whereby it reviews any 
material objection to the plans and 
associated assignments that cannot 
be resolved through negotiation?  

Y     

Objections would go to the Audit 
Committee but this issue has not to date 
arisen. 

2 Does the Committee effectively 
monitor the implementation of 
management actions arising from 
audit reports?  

Y     

  

1 Does the Head of Internal Audit 
have a direct line of reporting to the 
Committee and its Chair?  

Y     
  

2 Is internal audit free of any scope 
restrictions and, if not, what are they 
and who establishes them?  

Y     
  

2 Is internal audit free from any 
operating responsibilities or conflicts 
of interest that could impair its 
objectivity?  

Y     

  

2 Has the Committee determined the 
appropriate level of detail it wishes 
to receive from internal audit?  

Y     
  

1 Does the Committee hold periodic 
private discussions with the Head of 
Internal Audit?  

Y     
  

2 Does the Committee review the 
effectiveness of internal audit and 
the adequacy of staffing and 
resources within internal audit?  

Y     

As well as feedback questionnaires the 
Committee will conduct a review of 
Internal Audit on a future agenda 

2 Has the Committee evaluated 
whether internal audit complies with 
the NHS Internal Audit Standards 
(or Government Internal Audit 
Standards in an FT)?  

  N   

LW to review NHS Internal Audit 
Standards to discuss with the Committee 

3 Has the Committee agreed a range 
of internal audit performance 
measures to be reported on a 
routine basis?  Y     

There is an ongoing review provided 
through the internal audit feedback 
questionnaires but it may be appropriate 
to set some further performance 
measures - ask Internal Audit to identify 
additional performance measures 

1 Does the Committee receive and 
review the Head of Internal Audit’s 
annual report and opinion?  

Y     
  

2 Is there appropriate cooperation with 
the external auditors?  Y     

  

2 Are there any quality assurance 
procedures to confirm whether the 
work of the internal auditors is 
properly planned, completed, 
supervised and reviewed?  

Y     

Monitoring by Director of Finance, review 
of reports by the Audit Committee and 
Risk Assurance Committee and  
feedback questionnaires from the 
organisation. 
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External audit  

1 Do the external auditors present 
their audit plans and strategy to the 
Committee for approval?  

Y     
  

2 Has the Committee satisfied itself 
that work not relating to the financial 
statements is adequate and 
appropriate?  

Y     

The Committee will conduct a review of 
External Audit on a future agenda 

2 Does the Committee receive and 
monitor actions taken in respect of 
prior years’ reviews?  

Y     
  

1 Does the Committee review the 
External Auditor’s annual audit 
letter?  

Y     
  

1 Does the Committee review the 
External Auditor’s use of resources 
conclusion?  

Y     
  

1 Does the Committee hold periodic 
private discussions with the external 
auditors?  

Y     
  

2 Does the Committee assess the 
performance of external audit?  Y     

Could formalise process 

3 Does the Committee require 
assurance from external audit about 
the policies for ensuring 
independence and compliance with 
staff rotation requirements?  

  N   

This role is performed by the Audit 
Commission (soon to transfer to Ernst & 
Young).  Would be covered as part of 
the Committees review of External Audit 

3 Does the Committee review the 
nature and value of non-audit work 
carried out by the external auditors?  

Y     
The Committee will conduct a review of 
External Audit on a future agenda 

Clinical audit          

1 Is the Committee clear about where 
clinical audit assurances are 
received and monitored?  

Y     
Clinical audit is on the Committee work 
plan to be reviewed periodically 
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2 If it is the Audit Committee that 
receives and monitors clinical audit 
assurances does it: . Review the 
clinical audit plan at the beginning of 
each year? . Confirm that clinical 
audit plans are derived from clear 
processes based on risk 
assessment with clear links to the 
Assurance Framework? . Receive 
periodic reports from the person 
responsible for clinical audit? . 
Effectively monitor the 
implementation of management 
actions arising from clinical audit 
reports? . Ensure that the person 
responsible for clinical audit has a 
direct line of access to the 
Committee and its Chair? . Hold 
periodic private discussions with the 
person responsible for clinical audit? 
. Review the effectiveness of clinical 
audit and the adequacy of staffing 
and resources available for clinical 
audit?  

Y     

The plan comes to the Audit Committee 
whose role is to take an overview of the 
process of the Clinical Effectiveness 
Steering Group and the Governance and 
Quality Committee 

2 . Evaluate clinical audit against the 
Healthcare Quality Improvement 
Partnership’s publication Clinical 
Audit: A simple guide for NHS 
Boards? . Confirm that there are 
quality assurance procedures in 
place to confirm whether the work of 
clinical auditors is properly planned, 
completed, supervised and 
reviewed? . Confirm that there are 
terms of reference for clinical audit 
that define its objectives, 
responsibilities and reporting lines? . 
Review clinical audit’s terms of 
reference regularly?  

  N   

This responsibility has been delegated to 
the Clinical Effectiveness Steering Group 
and the Governance and Quality 
Committee.  To write to the Chairs of 
these committees to gain assurance 
over accountability for detailed workload. 

Counter fraud          

1 Does the Committee review and 
approve the counter fraud work plan 
at the beginning of the financial 
year?  

Y     

  

1 Does the Committee satisfy itself 
that the work plan adequately 
covers each of the seven generic 
areas defined in NHS counter fraud 
policy?  

Y     

  

1 Does the Committee approve any 
material changes to the plan?  Y     

  

2 Are counter fraud plans derived from 
clear processes based on risk 
assessment?  

Y     
  

1 Does the Audit Committee receive 
periodic reports from the Local 
Counter Fraud Specialist?  

Y     
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2 Does the Committee effectively 
monitor the implementation of 
management actions arising from 
counter fraud reports?  

  N   

To be discussed with the Company 
Secretary to implement a review process 
similar to Internal Audit 
recommendations if appropriate 

1 Does the Local Counter Fraud 
Specialist have a right of direct 
access to the Committee and its 
Chair?  

Y     

  

1 Does the Committee review the 
effectiveness of the local counter 
fraud service and the adequacy of 
its staffing and resources?  

Y     

The service is hosted by NHS North 
Hampshire CCG.  The Head of Financial 
Accounting attends the Counter Fraud 
Board meetings which includes updates 
on staffing, budgets and work progress 

1 Does the Committee receive and 
review the Local Counter Fraud 
Specialist’s annual report of counter 
fraud activity and qualitative 
assessment?  

Y     

  

1 Does the Committee receive and 
discuss reports arising from quality 
inspections by CFSMS?  

Y     
  

Annual accounts and disclosure 
statements        

  

1 Is the Committee’s role in the 
approval of the annual accounts 
clearly defined?  

Y     
  

2 Is a Committee meeting scheduled 
to discuss proposed adjustments to 
the accounts and issues arising from 
the audit?  

Y     

  

1 Does the Committee specifically 
review: . Changes in accounting 
policies? . Changes in accounting 
practice due to changes in 
accounting standards? . Changes in 
estimation techniques? . Significant 
judgements made?  

Y     

  

3 Does the Committee review the draft 
accounts before the start of the 
audit?  

Y     
  

1 Does the Committee ensure it 
receives explanations as to the 
reasons for any unadjusted errors in 
the accounts found by the external 
auditors?  

Y     

  

1 Does the Committee receive and 
review a draft of the organisation’s 
Statement on Internal Control?  

Y     
  

2 Does the Committee receive and 
review the evidence required to 
demonstrate fitness to register with 
the Care Quality Commission?  Y     

This role is mainly undertaken by the 
Governance and Quality Committee but 
the Audit Committee will review the 
actions coming out of the Governance 
and Quality Committee and have 
recently satisfied itself that the 
processes in place are adequate. 
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2 Does the Committee receive and 
review a draft of the organisation’s 
annual report?  

Y     
  

Other issues  
    3 Has the Committee considered the 

costs that it incurs: and are the costs 
appropriate to the perceived risks 
and the benefits?  

  N   

The Committee does not incur significant 
direct costs. 

2 Has the Committee reviewed its 
performance in the year for 
consistency with its: . Terms of 
reference? . Programme for the 
year?  

Y     

  

3 Does the annual report and 
accounts of the Authority/Trust 
include a description of the 
Committee’s establishment and 
activities?  

Y     
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APPENDIX 3 
 

Summary of Audit Committee Self-Assessment Actions 

Action Action by 

Target  
Completion 

Date 

Actual 
Completion 

Date 
Send Ian Young's e-mail re self-assessment to Lee Chair Jun-14   

Review NHS Internal Audit Standards to assess 
compliance 

Head of 
Financial 

Accounting Jun-14   
To discuss with the Company Secretary to consider 
implementing a review process for counter fraud 
recommendations similar to Internal Audit 
recommendations, if appropriate. Chair Jul-14   

Prepare assessment plan for Internal & External Audit 

Head of 
Financial 

Accounting Nov-14   

Write to Clinical Effectiveness Steering Group and 
Governance and Quality Group to gain assurance over 
accountability for detailed workload 

Chair Jun-14 23 May 2014 

 


