
 

 

SUMMARY REPORT 

TRUST BOARD 9th February 2017 Agenda Number: 11 (iv)

Title of Report Summary Assurance Report of the Audit and Risk 
Assurance Committee meeting held on 5th December 2016 

Accountable Director  Karl Simkins, Director of Finance and Performance 

Author Corporate Services Team 

Purpose of Report To provide a summary of the key issues discussed at the Audit 
Committee meeting held on 5th December 2016  

Recommendation  The Trust Board is recommended to: 

 Receive the summary assurance report. 

Consultation 
Undertaken to Date 

Nil 

Date(s) at which 
previously discussed by 
Trust Board / Committee 

Nil 

Next Steps The Trust Board will receive routine summary assurance 
reports of every Committee meeting. 

 

 

Executive Summary 

To provide a summary of the key issues discussed at the Audit Committee meeting held on 
5th December 2016, including the following: 

 Board Assurance Framework (BAF) Deep Dive: Impact of systems pressures and 
realising the benefits of integrated health and social care services 

 Review of Losses 2015/2016; Benchmark Data from other Trusts 
 Audit South West Interim Report, Annual Report 2015/16 and Consortium Update 
 Counter Fraud Update Report 
 External Audit: Grant Thornton Progress Report, Charitable Funds Audit Plan and Audit 

Findings Report and Trust responses to External Audit Challenge Questions 
 Audit & Risk Assurance Annual Report 
 Reference Cost Audit Plan Update 
 Auditor Panel Terms of Reference 
 Losses and Special Payments Report 
 Single Tender Action 

 

Financial Risks The Committee receives assurances on mitigation of financial 
risks. 

Key Risks  The Committee reviewed the Board Assurance Framework, 
and commissioned deep dives from other Board Committees. 

Disclosure Statement Narrative for this report has been supported by the minutes of 
the Audit Committee meetings. 

Equality and Diversity 
Statement 

None specific. 
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Summary Report of the Audit and Risk Assurance Committee 

5th December 2016 
 
 
 
1. Introduction 
 
1.1 This provides the Trust Board with a summary report of the key matters/issues 

discussed at the Audit and Risk Assurance Committee on 5th December 2016. 
 

2. BAF Deep Dive: Impact of systems pressures and realising the benefits of 
integrated health and social care services 

 
2.1 The Committee received a report providing details relating to the integration agenda 

and working in conjunction with partners agencies.  It was noted that work is also 
being undertaken as part of the STP process relating to having a single plan, one 
budget with shared risks and controls.   

 
3. Review of accounts 2015/2016: benchmark data from other Trusts 
 
3.1 Benchmarking information had been provided by Grant Thorton highlighting a number 

of accounting comparisons with other NHS organisations and how the Trust is 
comparable. 

 
4. Audit South West  
 
4.1 Interim Report - The standard quarterly report prepared by Audit South West was 

shared with the Committee.  The report highlighted the work undertaken as part of the 
audit programme. 

 
4.2 Annual Report 2015/16 - The Committee received the Annual Report for 2015/16 

which provided a resume of the activities undertaken by Audit South West. 
 
4.3 Consortium Update – An update was provided on the key messages from the 

Consortium Board meeting held in September 2016.   
 
5. Counter Fraud Update Report  
 
5.1 The Committee received an update on progress against the counter fraud plan as well 

as the status of new and ongoing investigations.  The Committee were advised of the 
review relating to NHS Protect and the scaling back of services that it provides from 
December 2016. 
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6. Grant Thornton (external auditors) 
 
6.1 Progress Report - The Committee received a progress report and also noted that an 

audit had commenced on the Trust’s financial accounts, the interim results of which 
would be presented to the February Committee, with the final accounts audit being 
completed in April/May. 

 
6.2 Charitable Funds Audit Plan and Audit Findings Report - The Committee received 

these reports for information. 
 
6.3 Trust responses to External Audit Challenge Questions - The Trust’s responses to 

questions raised as a result of the Trust’s audit, was shared with the Committee.   
 
7. Audit & Risk Assurance Committee Annual Report 
 
7.1 The Auditor Panel has been established by the Trust Board and comprises members 

of the Audit & Risk Assurance Committee.  The Committee approved the updated 
Terms of Reference and recommended approval to the Trust Board. 

 
8. Losses and Special Payments Report 
 
8.1 The Committee noted the losses and special payments report for the 7 month period 

ended 31st October 2016.   
 
9. Single Tender Actions Report  
 
9.1 The Committee received the Single Tender Actions report for the period September to 

November 2016. 
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SUMMARY REPORT 

TRUST BOARD 9 February 2017 Agenda Number:  

11 (iv) 

Title of Report Annual Report on Audit Committee Activities in 2015-16 

Accountable Officer Karl Simkins, Director of Finance & Performance 

Authors Garry Cooper, Senior Finance Officer 

Purpose of Report To present the activities of the Audit Committee (as this 
Committee was known) during 2015-16 and review the 
effectiveness and impact of the Committee. 

Recommendation  The Board is recommended to: 

Receive the Annual Report on Audit Committee Activities 
2015/16 

Consultation 
Undertaken to Date 

The Trust’s Governance Lead has been consulted. 

Dates at which 
previously discussed by 
Trust Board / Committee 

There has been no previous discussion of this report’s 
contents. 

The 2014-15 activity of the Committee was discussed at its 
September 2015 meeting. 

Next Steps The annual report will be presented to the 9 February 2017 
Board meeting. 

  

Executive Summary 

This report provides a summary of the activities of the Audit Committee (as this Committee 
was known) in 2015-16. It provides assurance to the Board concerning these activities. 

 

Financial Risks Under its Terms of Reference, the Committee adopts a risk-
based approach to fulfilling its governance and accounting 
responsibilities, by consideration of the integrity, completeness 
and clarity of annual accounts and statements and the risks and 
controls around financial management. This forms part of the 
Board’s approach to mitigating financial risks. 

Key Risks  Financial and Assurance, addressed as part of the Annual 
Governance Statement. 

Disclosure Statement Audit findings report from external audit. 

Equality and Diversity 
Statement 

None specific. 
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AUDIT & RISK ASSURANCE COMMITTEE 

 
Annual Report on Audit Committee Activities in 2015-16 

 

 
1. Introduction 

 
1.1. The purpose of this report is to provide the Trust Board with a summary of the 

work of the Audit Committee of Royal Cornwall Hospitals NHS Trust (now this 
Audit & Risk Assurance Committee) during the period 1st April 2015 to 31st March 
2016 and, in doing so, comply with the Committee’s Terms of Reference. 

 
2. Terms of reference 

 
2.1. The Committee was established under Board delegation with approved Terms of 

Reference that are aligned with the Audit Committee Handbook 2014. The 
Terms of Reference for the Committee were updated at the March 2016 meeting 
and reflect the Committee arrangements that applied in 2015-16. 
 

2.2. This report sets out how the Committee has satisfied its Terms of Reference 
during the financial year and seeks to provide the Board with evidence relevant 
to its responsibilities for the Annual Governance Statement (AGS). 

 
3. Meetings and membership  

 
3.1. The Committee consists of three Non-Executive Directors and, per the below 

table, met on 4 occasions throughout the 2015-16 financial year, in June 2015, 
September 2015, December 2015 and March 2016. It has discharged its 
responsibilities for scrutinising the risks and controls which affect all aspects of 
the Trust’s business.  
 

3.2. The Audit Committee was chaired throughout the year by Roger Gazzard, Non-
Executive Director, who has the required financial expertise to enable him to 
express informed views about financial management. 

 
 01 Jun 2015 21 Sep 2015 14 Dec 2015 07 Mar 2016 
Roger Gazzard √© √© √© √© 
Dr. Mairi McLean √ √ √ √ 
Adam Broome √ √ √ √ 

© denotes Chair 
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4. Delegated authority 
 
4.1. Every NHS organisation is required to have an audit committee that reports to its 

governing body. The existence of an independent audit committee is the central 
means by which a Board ensures effective control arrangements are in place. 
 

4.2. Under delegated authority, the Audit & Risk Assurance Committee (known as the 
Audit Committee in 2015-16) independently reviews, monitors and reports to the 
Board on the attainment of effective control systems and financial reporting 
processes. In particular the Committee’s work focuses on the framework of risk, 
control and related assurances that underpin the delivery of the Trust’s 
objectives. 

 
4.3. The Committee receives and considers reports from both internal and external 

auditors and recommends the annual accounts and AGS to the Board for 
approval. 

 
5. Work plan: principal review areas 

 
5.1. The next sections of this Annual Report reflect the following seven key duties of 

the Committee as set out in its Terms of Reference: 
 
1.  Governance, risk management and internal control; 
2.  Internal audit; 
3.  External audit; 
4.  Other assurance functions; 
5.  Management; 
6.  Financial reporting; 
7.  Counter fraud. 
 

6. Governance, risk management and internal control 
 
6.1. At its June 2015 meeting, the Committee reviewed relevant disclosure 

statements for 2014-15, in particular the Annual Governance Statement, the 
Head of Internal Audit Opinion, the External Audit Opinion and other appropriate 
independent assurances such as the Value for Money report, and considers that 
they are consistent with the Committee’s view on the Trust’s system of internal 
control. 
 

6.2. During the year, the Committee received assurance on the mitigations in place to 
address the Board Assurance principal risks and the need to ensure alignment 
with the internal audit plan. The Committee commissions deep dives to be 
undertaken by other Committees, where deemed appropriate. 

 
6.3. The Committee provided assurance to the Board that governance, risk 

management and internal control arrangements were sound and set out where 
improvements could be made.  

 
6.4. The Committee reserves time prior to its meetings for any private discussions 

between Members and auditors. 
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7. Internal audit 
 

7.1. At its June 2015 meeting, the Committee re-visited its 2014-2017 Internal Audit 
Plan and Assurance Timetable and the updated detailed programme of work 
from its Internal Auditors, Audit South West. The final Internal Audit 
Plan/Strategy for 2015-16 was also received and approved by the Committee at 
this meeting. 
 

 Also at the June 2015 meeting, the Committee received the Annual Internal Audit 
Report for 2014-15, which summarised what had been brought to the Committee 
throughout the year.  

 
7.2. At each meeting, the Committee received details of recent internal audit work 

together with schedules of management’s progress in implementing agreed 
actions. The Committee considered the major findings of Internal Audit and are 
assured that management have responded in an appropriate manner and that 
the Head of Internal Audit Opinion and AGS reflect any major control 
weaknesses. 
 

7.3. The Internal Audit Annual Report 2015-16, received by the May 2016 
Committee, provided financial assurance to the Board and commented on 
corporate assurance from a range of audit reviews. These were then 
documented in the Head of Internal Audit Opinion for 2015-16, as also received 
at this meeting. The Committee noted the wide range of audits undertaken in the 
year and the link to the Annual Governance Statement. 

 
7.4. The Committee also received updates from Audit South West’s Consortium 

Board. An update to the June 2015 meeting covered the Consortium’s ongoing 
stability and its strategy and business plan until 2017/18. 

 
8. External audit 

 
8.1. Throughout the year, the Trust received its external audit service from Grant 

Thornton UK LLP. They have provided this service since September 2012 and 
were engaged for a 5 year period. 
 

8.2. At its June 2015 meeting, the Committee agreed the fees and resources required 
by external audit, and reviewed financial control related reports including the 
External Auditor’s Interim Report and Annual Audit Letter for the year ended 31st 
March 2015. 

 
8.3. The Committee routinely receives a progress report on the work of external audit 

and periodically receives updates on key emerging national issues and 
developments which are of interest to the members of the Committee. Members 
periodically raise “Challenge Questions” or “Key Questions for Consideration” 
which are responded to and reported back at Committee meetings. 

 
8.4. The Committee has drawn confidence from the regular progress reports of the 

external auditor regarding internal control, financial reporting and the work of 
internal audit. At the September 2015 meeting, external audit concluded that the 
Trust has robust systems and processes to manage effectively financial risks 
and opportunities, and to secure a stable financial position that enables it to 
continue to operate for the foreseeable future. It reported that the trust is 
prioritising its resources within tighter budgets, for example by achieving cost 
reductions and by improving efficiency and productivity. 
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8.5. The Committee confirmed that appropriate external audit arrangements were in 
place and that recommendations made were addressed in a timely and 
appropriate manner.  

 
8.6. At the May 2016 Audit Committee, external audit issued an unqualified opinion 

on the Trust’s main financial statements for year ended 31st March 2016. They 
did not identify any significant control weaknesses. With regards to value for 
money (VFM), the auditors provided a qualified: except for VFM conclusion. The 
Trust was unable to meet its breakeven duty as at 31st March 2016 and the 
Committee noted that the Auditors would need to report this position to the 
Secretary of State. 

 
9. Other assurance functions  

 
9.1. The Committee’s Terms of reference allow it to gain relevant assurance from the 

work of other committees and other regulators/inspectors and this contributes to 
a co-ordinated approach to assurance arrangements within the Trust. 
 

9.2. As part of an external governance review undertaken during the year and 
reported to the March 2016 Committee, key governance actions in relation to the 
role of the Committee were considered. A proposal was made that the 
Committee took on the role of the Governance Committee in relation to risk 
assurance (and hence the Audit Committee was re-named the Audit and Risk 
Assurance Committee in 2016-17). 

 
10. Management 

 
10.1. The Committee has requested and received assurance reports from 

management during the year. These have included a report to the March 2016 
Committee on the implementation of staff flow (direct engagement model for 
procuring temporary members of staff) and the “National RTT Waiting List Data 
Validation Programme” report to the June 2015 meeting, which gave good 
assurance on the Trust’s robustness of processes.     
                                                                                                 

10.2. By receiving and debating these reports and others, the Committee has played a 
key role in raising the effectiveness of internal control arrangements and 
embedding robust arrangements for gathering, recording and monitoring sources 
of assurance for external assessment. 

 
10.3. During the year, the Committee provided assurance to the Board that 

management were responding appropriately to internal and external audit reports 
and had put in place arrangements to strengthen internal controls. 

 
11. Financial reporting 

 
11.1. At its June 2015 meeting, the Committee reviewed and approved drafts of the 

Annual Report and Accounts for 2014-15 (which incorporates the AGS), with 
supporting documents, and the proposed Letter of Representation.  
 

11.2. The Committee provided assurance to the Board that, following this review of the 
financial statements and key accounting issues paper, the financial statements 
had been properly prepared on a going concern basis and recommended the 
statements and the letter of representation for approval by the Board. 
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11.3. The experience and expertise provided by the Committee members allowed for 
robust challenge of the financial statements prior to delegated Board approval. 

 
11.4. The Committee receives regular reports on emerging key accounting issues and 

was informed that there were no major accounting changes for 2015-16; 
however they were briefed on changes to the Annual Report. 

 
12. Counter fraud 

 
12.1 At its June 2015 meeting, the Committee received the Counter Fraud Annual 

Report for 2014-15 from the local counter fraud specialist. This provided the 
Committee with information about the Trust’s anti-fraud activity during that 
operational year. The appendix to this report also showed the Trust had 
achieved its NHS Protect requirements. 

 
12.2 The Committee receives regular updates on progress against the counter fraud 

work plan, the status of new and on-going investigations and any other issues 
about fraud that are pertinent to the Committee. 

 
12.3. At its December 2015 meeting, the Committee was advised regarding a new 

offence created within the Care Act 2014, of providing false and misleading 
information, and it was agreed that a decision on how to proceed on this would 
be taken to Executive Directors. 

 
12.4 At its March 2016 meeting, the Committee was advised that there had been an 

increase in the number of staff attending fraud sessions and additional referrals 
were being received as a result of workshops held. The Committee also received 
and approved the draft Annual Counter Fraud Work Plan for 2016-17. 

 
12.5 At its March 2016 meeting the Committee received a presentation from the local 

counter fraud specialist on counter fraud arrangements, including topics relating 
to NHS protect and high profile fraud cases. 

 
13. Committee effectiveness  

 
13.1. The Committee has been active during the year in carrying out its duty in 

providing the Board with assurance, or not, that effective internal control 
arrangements are in place. At its March 2016 meeting, the Committee continued 
to review the Board Assurance Framework, as submitted to the February 2016 
Trust Board, and Risk Register. A number of “deep dives” on some risks were 
commissioned, as previously referred to.  
 

14. Cost/benefit analysis 
 
14.1. The direct costs of the Committee for the year ended 31 March 2016 were 

approximately £30,000. This includes the cost of internal and external audit 
attendance at the Committee, costs of members and the costs of Trust executive 
and support staff.   
 

14.2. It is not possible to accurately quantify the benefits of the work of the Committee 
during the year as it is impossible to determine the financial impact of risks 
mitigated and costs avoided and the proportion of these that could be 
apportioned to the Committee work.  
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14.3. The costs associated with loss of reputation should be mitigated as a result of 
the work performed by the Committee.  

 
15. Other matters 

 
15.1. By receiving regular internal and external audit reports, the Committee has 

reviewed the processes and controls the Trust has in place to meet its financial 
obligations throughout the year. It further notes that the Trust has achieved these 
financial obligations. 
 

15.2. The Committee also continued to receive reports on losses and special 
payments, single tender actions, and endorsement of finance related policies in 
year. 

 
15.3. As part of a rolling review of core governance documents, the Committee also 

received December 2015 and March 2016 updates on the Trust’s Standing 
Orders, Standing Financial Instructions, Scheme of Delegation and related 
documents and recommended them to the Trust Board for formal approval. 

 
15.4. At its December 2015 meeting, the Committee considered and agreed to set up 

an Auditor Panel, as a result of a change in the public audit regime requiring the 
Trust to appoint its external auditors. 

 
15.5. The Committee has maintained open and professional relationships with the 

internal and external auditors and has periodically met privately with its auditors. 
 

16. Looking forward  
 
16.1. During 2016-17, the Committee continues to focus on obtaining evidence to 

support assurances over controls covering the key risks faced by the Trust. The 
Committee will continue to actively follow up the matters arising from the reports 
that it receives and will advise the Board of any matters that have not been 
actioned satisfactorily.  
 

16.2. The Committee will aim to continuously improve its processes in providing the 
Board with assurances about the establishment and maintenance of an effective 
system of integrated governance, risk management and internal control across 
the whole of the Trust’s activities (both clinical and non-clinical), which support 
the achievement of the Trust’s objectives.  

 
16.3. As the re-named Audit and Risk Assurance Committee, the Committee’s work 

plan will be reviewed along with its Terms of Reference.  
 

16.4. Finally, the Committee will continue to assist the Trust by ensuring that 
governance arrangements are fit for purpose. 

 
17. Conclusion 

 
17.1. The Committee has complied with its terms of reference during 2015-16 and is of 

the opinion that this annual report is consistent with the Annual Governance 
Statement and Head of Internal Audit Opinion. There are no matters that the 
Committee is aware of at this time that have not been disclosed appropriately. 
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17.2. The Audit Committee exists to provide assurance to the Trust Board on key 
controls and aspects of governance across the organisation. This role will 
become increasing significant in a more challenging financial environment, and 
the Committee intends to maintain rigorous scrutiny. 

 
 
 
Roger Gazzard 
Chair of the Audit Committee 
December 2016 
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