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Unapproved Minutes 

Audit and Risk Committee Meeting 
Tuesday 7 February 2017 at 10.30am

Members 

Phil Cox (PC)
Chair of Audit and Risk Committee
Jack Rae (JR)
Non Executive Director


Kay Harriman (KH)
Non Executive Director
In attendance 

Julie Carter (JC)


Director of Finance
Lily Bryson (LB)


Assistant Director of Finance
Margaret Kerr (MK)


Director, Pricewaterhouse Coopers
Jennifer Bell (JB)


Manager, Pricewaterhouse Coopers
Michael Lavender (ML)

Audit Manager, Scott-Moncrieff

Chris Brown (CB)


Partner, Scott-Moncrieff
Stewart MacKinnon (SMac)
Interim Chair of the Board
Laura Langan-Riach (LLR)

Head of Clinical Governance
Minutes 

Anne McQueen (AM)

PA to Director of Finance  
1 Chair’s Introductory Remarks
PC welcomed Laura Langan-Riach in her role as Chief Risk Officer and welcomed the Interim Chair of the Board to the meeting.


PC advised that today’s agenda sets the scene for work due to be delivered in May and June and this is a good opportunity to ensure we are on track and he welcomed open and honest feedback throughout the meeting.

2 Apologies
Jill Young (JY)
Chief Executive

3 Declaration of Interests 
PC invited members to declare any conflict of interests as part of due process and there were none.


4 Minutes of the last Audit and Risk Committee Meeting 

Minutes from the meeting held on 8 November 2016 were read for accuracy and approved subject to one amendment:
Page 8 - Hotel Review amend to read ‘KH will raise issue with Hotel Director’.


All actions from minutes will be updated and entered onto action list and progress updated.


5 Matters Arising
Succession Planning
This action will be carried forward as body of work has not been finalised yet, JC will speak with Safia Qureshi our new Director of Quality, Innovation and People about presenting this work to a future Senior Management Team meeting.
Action: JC to discuss with Director of Quality, Innovation and People.

PC noted that non executive directors Jack Rae and Maire Whitehead’s term of office will end in July and Kay Harriman’s tenure is due to end in September however this may be extended for a further 2 years. SMac advised that he has not been called for interview as yet as the position of Chair of the Board has not been advertised. JR also noted that the Board have one vacant position for a non executive director. PC therefore wished to raise this as a potential risk as the Board could become non collegiate.
Action: JC noted that discussions were taking place and an update can be provided at the next meeting.


6 Safe
6.1
Enterprise Risk Framework 


· Enterprise Risk Management Update 
LLR informed the committee that she has moved into the role of Chief Risk Officer and recently established the Strategic Risk Committee and within this update is the remit of that group who held their third meeting last week. The focus to date has been on horizon scanning and ongoing review of risk register and also ascertaining how the work is spread. The meetings have been very productive to date.
· Terms of Reference and Membership for Strategic Risk Committee 
PC noted that within membership non-executives are to be invited as and when required and asked if the committee wanted to formalise that. JC stated that they did not want to restrict it and are open to non-executive’s opinion. PC suggested that the new committee be given time to establish the group and in the meantime it will feed through the Board. KH suggested that this be included in a future Board workshop, which PC agreed to.

MC commented that the diagram within the paper is a good reminder of the alignment of risks and strategy and a good sense check to other groups. They also agreed it is important to keep momentum going.

6.2
Board Risk Register

LLR informed members that the risk register has been submitted to Senior Management Team (SMT) and to the Strategic Risk Committee (SRC) for discussion. A new risk proposed is in relation to Brexit which has been graded as a low risk at this stage. 

Through the SRC the Medical Director and LLR are taking a more detailed review of risk 6 in relation to SACCS/SNAFS which has been downgraded to level 3.


PC asked how we have graded Brexit as a risk as it is Government led and an unknown at the moment therefore we should acknowledge that opportunities as well as risks may arise once more information is received. JC stated that whilst not officially on the risk register we are acknowledging it. CB agreed that Brexit is a huge area of uncertainty and although we do not know the level of risk it is right to include the Risk within the register. 

7 Effective

7.1
External Audit Annual Plan 
CB stated that Scott Moncrieff were delighted to be re-appointed as the Board’s external auditors by Audit Scotland for the next 5 years and he proceeded to provide an overview of the annual audit plan:


· Scope of audit has not changed and a revised code of audit practice was published in 2016 which outlines responsibilities of external auditors.


· Core elements include audit of Financial Statements, Financial Management, Financial Sustainability and Governance and Value for Money.


· Members’ attention was drawn to the Annual Accounts in particular materiality of £2m and balances over £800k audit will look at and report any material corrective statements to the Board. 


· Audit outlined five key risks in total and the audit approach to each of these four areas is detailed in the plan

· Endowments consolidation of charity accounts and board accounts

· Golden Jubilee Conference Hotel

· Potential for fraud in relation to revenue recognition

· Management override – which is risk in any organisation

· Financial sustainability

· Financial sustainability is reflected on every audit plan and for the Board to achieve financial savings target is considered to be a risk.


· External Audit interim report will be presented to the April committee meeting and a final report will be presented to the June committee meeting in accordance with audit timetable.


· Audit fee is exactly same as last year with a portion of the fee being paid to Audit Scotland.


· Audit timetable demonstrates the flow of work from planning to presentation of reports to Audit and Risk Committee meeting in June 2017.

PC noted this was a very clear report stating he was looking forward to the work being undertaken and confirmed that members were content with the plan as presented.


JC asked what the value of Endowments should be before Board consolidation. CB replied in region of £2m. JC stated that we were not far away from that figure and therefore may have to undertake consolidation this year or next year.

ML advised that is the Board’s decision to make.


Action: JC to submit paper to next meeting describing consideration in decision making process.




7.2
Accounting Policies 

As in previous years, the Committee are required to approve the accounting policies, the policies are standard which we are using and shaded areas are the sections where changes will be made to this year’s statutory accounts. The only significant change will be if we consolidate the Board and Charity accounts.

Committee approved the Accounting Policies to be used for preparation of 2016-17 annual accounts.

7.3
Governance Statement Guidance
LB advised members that the governance statement is an assurance from committees to the Chief Executive about the organisations performance which is required to be signed by the Accountable Officer for the Board. Background information has been included within the paper together with a timetable for annual reports and accounts. PC alluded to members this is familiar guidance with no substantive changes

Committee approved guidance for the Governance Statement

7.4      Update on Asset Lives
LB advised that this issue was raised through internal audit work last year with an action that we would review useful lives of medical equipment in relation to 10 year asset life and to consider that in some instances equipment may be more than 10 years old however in some cases equipment maybe less than 10 years old. 
PC noted that there was no timeline on this piece of work and if it was not pressing suggested it does not have to be included in the June workplan as this is a critical point in this committees programme. All members agreed.

LB advised that there is a national piece of work ongoing with the likely outcome that ensures all Boards use the same asset live period.

JC advised that the Capital Group review and discuss asset lives as part of the equipment replacement programme and decisions are made on safety and not purely financial implications.

ML stated that these are our accounting policies therefore we need to be comfortable with what is within them.

7.5
Procurement Strategy
JC advised members this is an annual update with a legal requirement to publically publish the Procurement Strategy.  A statement on Brexit has been added to the strategy as both a risk and an opportunity and also an update on shared services work which is ongoing.

Committee were content to note the Procurement Strategy 




7.6
Internal Audit Contract (Internal and External Auditors left the meeting at 11.30am for this agenda item)


The Boards current internal auditor’s contract expires on 31 March 2017; we are presently partnered with Greater Glasgow and Clyde Health Board. This provides us with an opportunity to negotiate a value for money fee.

JC stated she was conscious of PC’s point previously that PwC our internal auditors have been with us for a significant period and whilst we have never been unsatisfied with their work by extending their contact this gives us time to consider our position for 2018/19.
Members agreed to proposal to extend the internal auditors contract for 12 months with a formal tendering process to be put in place for 2018-19.

8 Person Centred

8.1      Internal Audit Progress Report 
MK presented progress report to bring the committee up to date on work that has been undertaken to date and has split it into two easy points of references. 

Audit are on track with two pieces of audit work about to commence and fieldwork already completed on three audits.

We continue to report on Key Performance Indicator’s although they are not quite where audit would like them to be however they are working with management to improve and make reports slicker and smoother.


The three finalised audit reports highlighted one medium risk and two low risks which JM will provide an overview of.

MK asked members to discuss and think ahead to 2017-18 and she is aware that we have undertaken a significant amount of work around risk which should dovetail nicely into audit.

PC noted that cyber security is an area we need to keep a close eye on.


Action: PC suggested members feedback to PC and JC who will report back to PWC and we will present our assessment of risk on the plan.


SM stated that bribery and corruption was an area we should review. PC asked do we include this in our internal audit process. MK replied we should and this is confirmation to do so. CB informed members that Audit Scotland have written to Chief Executives advising them to include this topic in their audit plans.

KH stated that it was particularly relevant as we are progressing our innovation work.

A presentation on prevention of Bribery and Corruption is being given by Counter Fraud Services to the March SMT and it was suggested that we could invite them along to a future ARC meeting.


Workforce planning and expansion projects are areas we are looking at, as there will be significant changes for the organisation over the next 5-10 years.


JM proceeded to report on the three pieces of work undertaken to date:


Clinical Governance – Incident Reporting

One medium risk was found in relation to incidents not being reported and signed off within the timescales in line with policy reporting requirements, and four low risks were found which will be addressed by management and an action plan has been agreed and is in place. JM noted that audit also highlighted good areas of practice.


New Adverse Event policy has been implemented and audit will wait until it is embedded before following it up. PC stated it would be beneficial to have management comments to that effect that embedding new policy first and this is a procedural finding as opposed to substantial.


JR asked how we close the loop between findings and management response.

JC advised that a follow up report is undertaken and JM added that each year audit follow up the previous year’s recommendations and in particular, if there is a high risk the person responsible is invited to present to the committee.

Procurement

Audit reviewed procurement policies and procedures to ensure sufficient controls are in place to mitigate risks outlined in the Counter Fraud Services check list and overall found that whilst all policies and procedures were available one procedural point was that they were not all in one place otherwise this was a very positive report.

Review of Central Sterile and Processing Department (CSPD)

Audit reviewed controls in the service and management reporting and found one medium risk, which was over reliance on key personal with no delegation arrangements in place for when that person is not available.


A further two low risks were found in relation to lack of formal reporting and equipment not being appropriately secured in theatres. Whilst the Head of Operations has a good knowledge of issues although operational indicators are not being presented to any forum.

JC noted that CSPD is a department and function that works well and there are seldom complaints however equally if anything goes wrong there is a significant impact and it is important to review.


JR noted within appendix 4, receipt of management comments on reports is only 20% and asked if there is a problem. JC reassured the committee that there was not an issue and it was due to resources in obtaining managers comments therefore going forward we may take a slightly different approach in how we receive these

8.2   
Fraud Update 2016/17
LB advised the committee that there were no reactive issues to report on and the focus has been on the proactive plan to date using the CFS checklist as a basis.

· Counter Fraud Services Annual Review has been delayed due to diary conflicts however a date has now been set for 7 March 2017.


· Hospitality and Gift Register is now required to be maintained and a short life working group has been established to take this work forward and updates will be presented to SMT and the Board for discussion.


· Association of British Pharmaceutical Industry have recently introduced guidance and there have been a few incidences of clinicians receiving funding on work undertaken however assurance is given that payment is made solely to the clinician and not the Board or Endowment funds, guidance states that they have no obligation to inform their employer however we can request them to advise the Board and we would include it on the register of gifts.


· CFS team are coming along to give a presentation to SMT to inform members of their responsibility with regard to the Bribery Act.  It was suggested that they should also be invited to ARC meeting.

Action: LB to organise.


MK referred to the date for the planned audit review of the hospitality and gift register and felt that it should be undertaken prior to 2018/19.

Action: JC will review and perhaps undertake a Phase 1 and Phase 2 of this work and update for the next meeting.

8.3      National Fraud Initiative Results 
LB advised that there has been an issue with matching of data with the company who are undertaking this work and figures have not been released yet. There are 92% recommended matches such as looking at Payroll for staff who are on benefits whilst working.

9.  
AOCB
360 degree Reflection of meeting
PC invited members to take a reflective account of the meeting asking if they were content with papers as presented and all agreed they were.


PC thanked everyone for attending and closed the meeting at 11.35

9    Date of next Meeting
18 April 2017 
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The Golden Jubilee Foundation is the new brand name for the NHS National Waiting Times Centre.
Golden Jubilee National Hospital Charity Number: SC045146


