

BRADFORD AND AIREDALE TEACHING PRIMARY CARE TRUST
MINUTES OF THE AUDIT AND GOVERNANCE COMMITTEE MEETING HELD ON

THURSDAY 15 MAY 2008

Present:


David Munt

Chair, Non Executive Director





Pam Essler

Non Executive Director




Christopher Turner
Non Executive Director

In attendance:

Nigel Bell

West Yorkshire Audit Consortium




Stuart Francis

     “
     “
      “
        “




Roger Levrier
                 “ 
     “
      “
        “




Gary Stevenson      
     “
     “
      “
        “




Richard Walker
Audit Commission

Diane Lawlor
Bradford & Airedale tPCT (For item on annual accounts)

Simon Morritt
Bradford & Airedale tPCT (From agenda item 6)

Rhys North
Bradford & Airedale tPCT

Ann Petty
       “

“
“
      

Michelle Turner      
       “

“
“   (For Peter Dickson)       

Apologies:
Peter Dickson       
 Bradford & Airedale tPCT           

Helen Hirst           
       “

“
“


Paul Lundy

Audit Commission

08/31
DECLARATION OF INTEREST

There were no declarations of interest.

08/32
MINUTES

The minutes of the meeting held on 18 March 2008 were agreed as an accurate record.

08/33
MATTERS ARISING

08/4
Healthcare Commission Core Standards Declaration 2007/08

(C) Governance (C7a, C7b, C7d)

It had been agreed that minutes from sub-committee meetings would go to the Board with a covering sheet which detailed any specific issues the Chair of a sub-committee wanted to draw to the attention of the Board.

08/21
Revised Terms of Reference


The ‘Workforce Development Group’ had been added to the section entitled ‘Other Assurance Functions’.  The Terms of Reference were included in the tPCT’s Standing Orders with arrangements being made to put them on the tPCT’s intranet site.

08/34
EXTERNAL AUDIT PROGRESS REPORT


Richard Walker outlined the main points from the report as follows:
(i) the financial statements had been received from the tPCT on 30 April, one day before the Department of Health’s 1 May deadline and were currently being worked through;
(ii) provisional ALE scores for three areas, financial management, internal control and VFM, had been submitted on 18 April.  For the remaining two areas, financial reporting and financial standing, scores would be submitted by early July.  There had been improvement in the score for financial management; much work had been done in this area which was recognised in the score of three.  There had been general improvement in the other two areas although the scores remained two.
Pam Essler asked about the capacity and capability within the organisation to progress and move on.  

Rhys North said that it had been a challenge to ‘bed down’ four organisations into one and that there was still work to do in some areas.  The organisation was ambitious in the number of things it was trying to do.  2008/09 was a key year; ‘World Class Commissioning’ would test out systems in place.  The work of the Committee would also start to draw this out;

(iii) risk areas to be considered in the 2008/09 audit plan had been outlined at the meeting in March;

(iv) all the planned performance reviews were nearing completion:

· work on PBC was complete.  A draft report had been sent to Matt Neligan and Rhys North and a formal response was awaited.  A report would come to the Committee meeting in June;

· discussions were taking place with Anita Sims regarding setting up a follow up health inequalities workshop in September to pick up issues raised;

· a draft report on learning disabilities and mental health had come to the meeting in March.  The final version of the report was included for information at agenda item 5.3 and now had an action plan attached.  The same report had gone to the Care Trust and the Local Authority.  
The Committee discussed how the findings from the report would be taken forward and it was agreed the issues concerning governance and implementation be drawn to the Board’s attention.  ACTION:  David Munt;

· a summary of the findings on ‘connecting for health’ work had also come to the meeting in March.  This would be formally signed off at the May IMT Strategy Board meeting.  The action plan would come back to the Audit and Governance Committee.



All work would be finished in advance of the VFM conclusion;

(v) a report on the ‘Your Business @ Risk’ survey was being written.  This would be shared with Rhys North in the next few days and would come to the Committee meeting in June;

(vi) external audit work under the Code of Audit Practice was subject each year to a range of independent reviews for the purposes of quality assurance.  An issue raised in these reviews had concerned how auditors demonstrated compliance with ISA 240 which dealt with the Auditor’s Responsibility to Consider Fraud in an audit of financial statements.
Under the standard, the primary responsibility for preventing and detecting fraud rested with both management and ‘those charged with governance’ which meant the Audit and Governance Committee in this context.  The Audit Commission needed to obtain written representations to properly discharge their responsibilities under ISA 240.  The Committee was asked to consider six questions and it was agreed a response be drafted for consideration at the meeting in June.  ACTION:  Rhys North.

The Committee 

noted the external audit progress report.

08/35
2008/09 EXTERNAL AUDIT PLAN


The draft external audit plan for 2008/09 had been discussed at the meeting in March.  The plan now before the Committee contained a revised fee which had been reduced by £5k to reflect that the introduction of IFRS had been deferred to 2009/10 and management of the introduction of ‘use of resources’ which would replace ALE.

The outline plan contained details of planned work which could change to reflect the views of Board members.


The Committee was reminded that the Audit Commission Code of Practice and Statement of Responsibility underpinned the plan.


Discussion took place on the audit of provider services.  It was agreed that the specification for provider work would be shared with Committee members in advance of the June meeting.  ACTION:  Richard Walker.

The Committee approved the Audit Commission fee of £245,000 for 2008/09 which was a 2% increase on the fee for 2007/08.

08/36
REVIEW OF THE GOVERNANCE ARRANGEMENTS FOR LEARNING DISABILITY AND MENTAL HEALTH REPORT


The report had been covered in agenda item 5.1 ‘External Audit Progress Report’.

08/37
INTERNAL AUDIT PROGRESS REPORT INCLUDING DRAFT HEAD OF INTERNAL AUDIT OPINION ON SYSTEMS OF INTERNAL CONTROL


(A)  
Gary Stevenson presented an update on internal audit progress:
(i) work around risk management, governance and the Assurance Framework was almost complete.  This work enabled completion of the Head of Internal Audit Opinion which supported the tPCT’s Statement of Internal Control.  The Head of Internal Audit Opinion was included in the pack and was unlikely to change.  The tPCT had sound risk management arrangements in place;
(ii) an ad hoc investigation concerning transactions in a predecessor PCT had been completed and was being addressed by management with advice being sought.  A further report would come to the Committee meeting in June;
(iii) 431 days had been completed against the operational audit plan of 623 days.  All remaining work would be completed by early June.  Discussion was taking place regarding work to be done on provider services. Work in this area would be completed by the end of June when formal reports would come back to the Committee;

(iv) included at the back of the report was the draft operational internal audit plan for 2008/09 (extracted from the three year Strategic Audit Plan).  This would provide the baseline for discussions between now and the next meeting in terms of the production of an operational plan for 2008/09.

Gary Stevenson said that he would be leaving the West Yorkshire Audit Consortium at the end of June and work in the interim would be picked up by Nigel Bell;

(v) 35 days were unlikely to be used against the operational audit plan.  In addition days had been allocated for audit of the National Clinical Governance Support Team which was no longer in existence although it was agreed some of this time would be used to review closure arrangements;

(vi) in terms of all the finalised reports, the audit opinion issued had been one of substantial assurance.  Details in respect of individual reports were:

· Order, Receipt and Payment – again an issue raised was in respect of the tPCT having an authorised signatory list in place of all budget holders which detailed limits of the orders they could authorise.
It was acknowledged that introduction of e-procurement would help provide a solution.

It was agreed that the ‘date of action’ taken shown in action plans, ‘immediate’ would be replaced by the actual date on which the action had been implemented.

· 

· 
· Tenders and Quotes – the Supplies department at Airedale had been using different thresholds to those detailed in the tPCT’s SFIs for instigating the tender process and obtaining competitive quotes due to anomalies within the SFIs.  The anomaly in the SFIs had been rectified at the March 2008 Board meeting.  
Rhys North outlined the detail behind one of the ten purchases tested, where nine individual orders had been placed for nine sites.

· Debtors and Cash Management – the tPCT had NHS debts of £147,760 which were over six months old.  This was similar to the figure identified in last year’s audit and it was acknowledged the level of debt needed to be minimised.  It was noted the level of debt appeared reasonable given the tPCTs overall budget.

It was acknowledged that Shared Business Services had responsibility for receipting monies and instigating debt management through the SLA although this was reviewed by the finance team.
· Data Protection – difficulty in accessing the agreement in place with West Yorkshire Central Services Agency (WYCSA) had been experienced during the audit process.  
An agreement was now in place.

The tPCT had an Information Governance Steering Group.  A review of the minutes showed that the group was poorly attended.  Rhys North agreed to speak to Steve Ingleson about attendance at meetings and lines of reporting.  ACTION:  Rhys North.

· Information Governance Toolkit – the objective of the review was to provide assurance that the tPCT had sufficient evidence to support the 17 Statement of Compliance requirements.  Evidence had been found to support the scores given and an action plan put in place to increase scores from two to three in appropriate areas.
The Committee discussed the use and storage of personal information both by the tPCT itself and its service providers.

Gary Stevenson was asked to check the scope of the audit and to feed back his findings.  ACTION:   Gary Stevenson.

Rhys North was asked to:

*
check tPCT staff contractual compliance

*
clarify data protection requirements in GMS/PMS contracts.  ACTION:  Rhys North.

· Payroll and HR – during a similar audit last year, a number of staff personal files could not be found.  These files had been followed up as part of this year’s audit and the files had now been located.

Systems appeared to be working well.

The SLA with Aire Valley Payroll needed to be updated.

HR was not compliant regarding the checking of return to work interview forms.  Rhys North agreed to speak to HR about carrying out a twice yearly check on a sampling basis.  ACTION:  Rhys North.
(B) Nigel Bell and Gary Stevenson presented the draft Head of Internal Audit Opinion:

Financial systems which fed into the Head of Internal Audit Opinion had been checked.  The overall opinion given was of significant assurance.
The draft Head of Internal Audit Opinion supported the Statement of Internal Control.

08/38
STATEMENT OF INTERNAL CONTROL


Simon Morritt informed the Committee:

(i) the tPCT was on a journey.  During the year the governance arrangements of the tPCT had been reviewed and a number of changes made which had been signed off by the Board in January and February.  Changes would continue into the coming year as the nature of the business of the organisation continued to alter.  Further work was taking place to separate the tPCT commissioning and provision functions and as a result there would be a need think again about governance in the organisation;
(ii) review of internal processes would continue in the coming months.  There would be changes to the commissioning organisation which was equally responsible for secondary and tertiary care as well as primary and community based services.  This would be reflected in debate at Audit and Governance Committee meetings;
(iii) evidence showed that appropriate controls were in place and that there were no significant control issues to report.

Following review of the Statement of Internal Control (SIC) and of the Head of Internal Audit’s opinion on the tPCT’s systems of internal control, the Committee approved the SIC.
08/39
COUNTER FRAUD PROGRESS REPORT


Stuart Francis reported that 153 days had been used against the 123 days in the 2007/08 workplan.  Work undertaken had covered the four generic areas of creating an anti fraud culture, deterrence, prevention and detection.  Work had also been done in preparation for the tPCT’s 2007/08 compound indicator declaration.

An area to be covered during the next quarter included development of an effective link between the Risk Register and counter fraud work which would be brought out in the compound indicator action plan.


The update on counter fraud work was noted.

08/40
COMPOUND INDICATOR ASSESSMENT

In 2006/07 the tPCT had received a rating of one – inadequate performance – for its compound indicator assessment.  Despite a review the rating had not changed.  Accompanying the letter which notified the tPCT of its final rating had been an action plan which outlined ten areas of opportunity where the tPCT could improve its counter fraud work.

These areas had been reviewed when preparing the Compound Indicator submission for 2007/08 and significant evidence in support of the submission had been provided.

It was noted:

(i) the tPCT compound indicator assessment for 2007/08 had been completed in accordance with CFMS guidance and the results were due in the autumn;
(ii) the draft counter fraud workplan for 2008/09 would come to the meeting in June.  Thought was currently being given as to how to target resources more into proactive work.

08/41
FRAUD INVESTIGATION UPDATE


The Committee:

(i) noted the situation in respect of ongoing fraud investigations;

(ii) discussed prescription fraud and possible means of detection.

08/42
PROGRESS AGAINST AUDIT RECOMMENDATIONS
Rhys North explained that part of the purpose of the review exercise was to remind managers of actions to be taken and for them to feed back action subsequently taken.  The process also formed part of the audit follow up.

An exercise had been undertaken to capture all audit reports since the previous update, detail those that had been actioned, and only those reports with actions outstanding had been included in the update.

The Committee noted progress against outstanding audit recommendations.

08/43
ANNUAL ACCOUNTS 2007/08


Rhys North informed the Committee:
(i) the draft annual accounts had been submitted on 30 April.  The Committee were now asked to:

· review the annual accounts

· discuss the schedules of losses and compensation and bad debt provision

· approve the draft Letter of Representation;

(ii) subject to the Committee’s approval, the draft annual accounts would go to the Board in May along with the Statement of Internal Control and draft Letter of Representation for Board approval;

(iii) at the Audit and Governance Committee meeting in June there would be a report to those charged with governance.  The Board at the meeting in May would be asked to delegate authority to the Audit and Governance Committee to give final approval to the annual accounts and the Letter of Representation.
The Committee worked through the annual accounts page by page and Diane Lawlor provided clarification on a number of queries.

Having reviewed the SIC and Letter of Representation, the Committee agreed to recommend that the Board at the meeting on 27 May:

(a) adopt the annual accounts for 2007/08

(b) approve the SIC and draft Letter of Representation.

The Committee:

(A)
extended their thanks to Diane and her team for their hard work in the timely production of the annual accounts;

(B)
acknowledged receipt of the schedules of losses and compensation and bad debt provision.

08/44
ANNUAL REPORT ON AUDIT AND GOVERNANCE COMMITTEE ACTIVITIES


In March 2008 the Audit and Governance Committee had received a report which assessed its activities by reference to the Department of Health Audit Committee handbook.  At that meeting the Committee agreed that a report on its activities should be drafted for reporting to the Board and that the report should provide assurance to the Board concerning the tPCT’s corporate objectives.


Following discussion of the draft report and its format, the Committee:

(i) noted the annual report of activities in the 2007/08 financial year;

(ii)
approved the assurances provided regarding the tPCT’s systems of internal control;
(iii)
approved the enhanced reporting arrangements proposed for Directors and Committees concerning the Assurance Framework and Risk Register.

08/45
ANY OTHER BUSINESS


As this was Gary Stevenson’s last Audit and Governance Committee meeting prior to his leaving the West Yorkshire Audit Consortium, the Chair thanked him, on behalf of the tPCT, for all his hard work.

08/46
DATE OF NEXT MEETING


The Committee would next meet at 9.30 am on Thursday 19 June 2008 in Room 204 at Douglas Mill.
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