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Minutes of the Audit Committee 
28 January 2016  
 
Members Present: 
 
Steve Brazier (SB)  Lay Governor – Audit and Conflict of Interest (Chair) 
Karen Bower (KB)  Lay Governor – Resources and Performance 
Peter Atkinson (PA)  Lay Governor – Patient and Public Involvement 
 
In Attendance: 
 
Rob Robertson (RR) Chief Finance Officer 
Stephen Young (SY) Strategic Head of Corporate Affairs 
Carl Best (CBe)  Interim Director, Northern Internal Audit Service 
Alyson Williams (AW) Internal Audit Manager, Northern Internal Audit Service 
Cameron Waddell (CW) Director, External Audit, Mazars LLP 
Jim Dafter (JD)  Senior Manager, External Audit, Mazars LLP 
Paul Bevan (PB)  Counter Fraud Specialist  
Rachael Long (RL)  Corporate Affairs Manager 
Gary Walsh (GW)  Senior Finance Manager, NECS (for item 5) 
 
AC/16/01 Agenda Item 1 Apologies for absence 
 
There were no apologies for absence. 
 
AC/16/02 Agenda Item 2 Declarations of interest 
 
Gary Walsh declared that he is an employee of the North of England Commissioning 
Support Unit (NECS).  As Gary was only in attendance for item 5, there were no conflicts 
that needed to be managed. 
 
AC/16/03 Agenda Item 3 Quoracy 
 
The committee was quorate. 
 
AC/16/04 Agenda Item 4.1 Minutes of the previous meeting 
 
Audit Committee members confirmed that the minutes of the previous meeting were a true 
record. 
 
Matters arising: 
 

 Page 1 – Action AC/15/75/1 – SB has circulated the notes from the National Audit 
Chairs meeting – action closed.  

 Page 2 – AC/15/68/4 – Action – RL to confirm this action remains live. This 
action was for SY and KB to discuss risk consequences scores and why some have 
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changed as a result of the control.  The action was completed before the action log 
was circulated. 

 Page 3 – VFM guidance has now been issued.  Action AC/16/04/01 – CW to 
circulate the guidance to Audit Committee members. 

 Page 6 – AC/15/85 – Counter Fraud Training – SB and PB discussed counter fraud 
further outside the meeting and looked at the monthly counter fraud reports.  Action 
AC/16/04/02 – RL to check that the monthly counter fraud reports are being 
circulated to Audit Committee members.  

 
PA commented on the good standard of committee meeting minutes in recent months.  It 
was agreed that the standard has improved now that Faye Smeaton is in post.  Committee 
members thanked Faye for her efforts. 
 
AC/16/04 Agenda Item 4.2 Action log 
 
The Committee discussed the outstanding actions log with the following results:  
 
Actions AC/15/78/2, AC/15/78/3, AC/15/78/5, AC/15/79/1, AC/15/80/1, AC/15/81/1, 
AC/15/82/1, AC/15/84/1, AC/15/86 were closed. 
 
AC/15/63 – As there is some uncertainty with the scheduling of the development of the 
Vanguard programme, it is not timely to bring a paper to Audit Committee.  Internal Audit 
will be considering Vanguard and PACS in the forward plan, Audit Committee members 
asked AW to let them know which areas it would be beneficial for the committee to look at 
in future meetings.  SY stated that this may feed up through the Governance Group – this 
action is to remain on the action log. 
 
AC/15/78/1 – RL to produce a list of policies, including dates when the next review is due.  
RL reported that there are a series of policies due to be discussed in February’s 
Governance Group meeting.  The full list of policies will be brought to the next Audit 
Committee meeting. 
 
AC/15/78/4 – AW to send benchmarking template to CW.  Update – AW will include this in 
the internal audit annual report, and it will include data from 2014/15 and 2015/16. 
 
AC/15/79/1 – RR to raise the timely availability of data as a formal issue with NECS.  
Update – This is regarding the NUTHFT data, it has been raised with NECS in the SLA 
meeting and an action plan is in place.  The CCG now have a NECS account manager 
working in the CCG considering areas of business improvement.  The CCG is currently 
retaining elements of the contract value for commissioning finance and employing a 
member of staff to work in the CCG and investigate the NUTHFT issues.  This action will 
now be closed. 
 
AC/15/81/2 – CBe to share the peer review outcome report with the Committee.  Update – 
The review will be undertaken in March and will be reported to Audit Committee.  
 
AC/16/04/03 – New action to be added – SY to look at quoracy for the Audit Committee 
going forward and quoracy for the Audit appointment panel before the next Governing Body 
Meeting. 
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AC/16/04 Agenda Item 4.3 Timetable Review 
 
SB noted that the proposed March 2016 Audit Committee agenda is too long. 
 
The schedule currently lists the draft governance statement, annual accounts and annual 
report.  It was agreed that March will be too early for the draft accounts to be ready.  It 
would be useful for the draft governance statement to be considered at the March Audit 
Committee.  SB added that he would like to see the draft annual report at the March 
meeting. 
 
AW added that the internal audit draft annual report is to be submitted in February, and the 
final version is to be submitted on 22 April. 
 
It was agreed that the draft annual report could be circulated to Governing Body members 
instead of coming to the meeting. 
 
It was suggested that the Audit Committee could be moved to April to enable the draft 
accounts to be considered, or an informal committee meeting could be held to look at the 
draft accounts once they are ready.   
 
PB will bring the counter fraud report scheduled for March to the July meeting instead. 
 
Action AC/16/04/01 SY and RR to discuss the annual accounts/governance statement 
reporting arrangements and propose revised timescales as necessary. 
 
AC/16/05 Agenda Item 5 NECS Service Auditor Report 
 
Gary Walsh presented the NECS service auditor report covering the period 1 April 2015 to 
30 September 2015.  The second reporting period will cover the five months to 29 February 
2016.  A supplementary management representation letter will be issued in respect of 
March 2016 to allow assurance to meet the 2015/16 annual reporting deadlines.  
 
The report covers: 
 

 Accounts payable 

 Accounts receivable 

 Treasury and cash management 

 Financial ledger 

 Financial reporting 

 Payroll 
 

The report gives a summary of the testing done for NECS in the first six months of the year.   
It details the exceptions that have been identified in relation to control objectives and the 
formulated actions in relation to them.  
 
The exceptions are itemised on page 2 of the letter from the NECS Finance Director, and 
include issues such as date stamping as detailed below: 
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 Purchase order authorisation – the exception arose because in two instances CCG 
sign off was not date stamped.  In future this will be subject to more exacting 
specifications to ensure the CSU can demonstrate it had CCG approval for each 
order at the time it was placed. 

 Payroll is accurately reflected in the general ledger – the exception arose because 
evidence of review was not date stamped.  Evidence is now to be retained by the 
CSU to demonstrate that payroll correction journals had been subject to internal 
managerial review before submission to SBS for processing.   
 

PB queried why the report did not contain any references to fraud.  He asked how the CCG 
gets assurance on issues such as HR and recruitment tests.  GW agreed to check this and 
respond to committee members. 
 
Audit Committee members noted that there was nothing resulting from this report that 
impacts significantly on the CCG.  Members were content with the action plan put in place 
by NECS.  It was noted that nothing was reported on significant weaknesses in controls that 
would need to be added to the governance statement. 
 
AC/16/06 Agenda Item 6 Chief Finance Officer’s report  
 
RR reported on the financial position as at December 2015.   
 
The CCG is forecasting a break-even position by the end of the year.  This assumes that a 
year-end outturn agreement can be reached with Northumbria Healthcare FT.  In order to 
achieve break-even a risk of £2.5m needs to be addressed.  This risk mainly relates to 
additional pressures in the Newcastle upon Tyne Hospitals FT (NUTHFT) contract.  RR is in 
discussion with NUTHFT on this and is starting discussions about a year end agreement. 
 
A forecast overspend is shown against Northumbria Healthcare FT Community Services 
(£890k) which relates to community IT and NHS Property Services charges that are funded 
within the CCG’s running costs.  A corresponding underspend is shown in running costs. 
 
There have been no losses or special payments in the reporting period. 
 
Outstanding debts are being recovered and there are no disputes.   
 
The Q3 accounts have been completed and submitted to NHS England.  There are some 
large accruals around when the CCG is forecasting over performance and have not 
received invoices as yet. 
 
SB queried what scrutiny the CCG was getting from the Area Team around financial 
recovery.  RR answered that CCG officers met the Area Team on 26 January to go through 
month 9 data and latest QIPP report.   
 
It was noted that last year Catherine Banks from Mazars attended the Resources and 
Performance Committee as part of her work on the Value for Money conclusion.  It was 
agreed that CW and JD would be invited to the next R&P Committee.  
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AC/16/07 Agenda Item 7 External audit strategy memorandum 
 
Cameron Waddell presented the audit strategy memorandum for 2015-16, which sets out 
the audit plan in respect of the audit of the financial statements of the CCG.  The timetable 
is similar to last year, and the team will try to get as much testing done as possible in Month 
9.  There have been no changes to the service organisation, and auditors are not expecting 
anything unusual from the reports. 
 
Where possible, the external auditors will utilise the work performed by internal audit to 
modify the extent and timing of the audit procedures. 
 
External auditors have performed their planning procedures, including risk assessment, and 
met with management as part of the audit planning process to discuss the risks that, in 
management’s opinion, the business faces.  The risks that are identified as significant are 
the risks of material misstatement that require special audit consideration. 
 
Significant audit risks include management override of control and expenditure recognition.  
External auditors have not identified any key areas of management judgement which 
require special audit consideration. 
 
The value for money criteria and scope have changed, as discussed at the session held in 
the last meeting.  The risks that are relevant to the value for money conclusion have been 
considered, and one risk has been identified, of failing to achieve the statutory financial 
performance target that expenditure is not to exceed income.   
 
The National Audit Office, having taken over responsibility, have decided that auditors do 
not have to give positive or negative VFM considerations for NHS bodies, there is just a 
requirement to report by exception. 
 
There has been a change to the audit team; Jim Dafter has now joined the team replacing 
Catherine Banks. 
 
The audit fee for 2015/16 has dropped to £67,500 and will be the same next year. 
 
SB asked for assurance that the reduction in fees would not have an impact on the quality 
of work.  CW responded that he has a stable, experienced team, and that it takes 
proportionately less time each year to perform the audit as staff are now experienced.   
 
SB noted that last year the delay in obtaining pensions information held up the accounts 
process.  CW commented that if NECS ask for the correct information, they should receive 
it in time.  NECS have already sent a request to the pension’s agency.  Last year this took 
longer than usual as some of the GP directors had just been put onto the CCG’s payroll. 
 
AC/16/08 Agenda Item 8.1 Draft Internal audit plan  
 
AW presented the three year strategic plan and the associated annual plan.  The purpose 
of the plan is to provide the organisation with a strategy for internal audit, details of the 
planning methodology used, and an assessment of the organisation’s audit needs.  The 
strategy sets out all of the identified areas where assurance may be required, and the areas 
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intended to be audited over the three year period.    
 
Some new audit areas have been identified, including vanguard arrangements.  Deprivation 
of Liberty has been included for the first time, as result of recent court cases this is now 
regarded as a high risk area for all CCGs.  Safeguarding adults and children will be split into 
two separate audits and will be audited every year in future. 
 
The risk priority rating for patient and public involvement has increased from medium to 
medium high and will be audited every year in future, combined with patient experience.  
Primary Care Co Commissioning will also be included, along with the cost improvement 
plan. 
 
Once the plan has been approved, AW will start timetabling the audits into quarters, after 
discussions with SY and RL. 
 
KB queried why the patient choice audit is not scheduled until 2018/19.  AW responded that 
this is currently being audited and that the report may be rated as limited assurance, with 
some medium level risks identified.  National reporting has changed and there are some 
gaps.  Consideration will be given to when this audit should be carried out once the current 
audit has been finalised. 
 
SB queried medicines management being brought in house and asked whether this would 
have implications for conflicts of interest?  RR answered that there were two parts to 
medicines management, one part is deciding which drugs are allowed into the formulary 
and this is done regionally by the North East Treatment Advisory Group.  The value for 
money work is carried out by NECS and this is the area that the CCG may bring in house.   
 
SB noted that under the openness and honesty audit, a big issue is whistleblowing and 
transparency, however there has been no action taken on whistleblowing even though the 
risks in this area have increased.   
 
Action AC/16/08 AW to consider the way forward on whistleblowing and include as 
audit in 2017, after discussions with auditors in the consortium. 
 
Action AC/16/08/02 AW will agree timings of the audits and bring this back to the 
March committee meeting. 
 
Audit Committee members formally approved the plan, subject to ongoing review. 
 
AC/16/08 Agenda Item 8.2 Internal audit progress report  
 
AW presented the internal audit progress report which sets out the current progress being 
made against the 2015-16 internal audit plan. 
 
The audit on policy on external reviews has just been finalised.  The assurance level given 
was significant with no issues of note.  There is one management action arising from the 
report. 
 
The Better Care Fund audit report contained three issues of note.  The better care fund 
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agreement still needs to be signed, only one programme has been reporting into the 
delivery oversight panel, and there are gaps in attendance at the panel meetings.  Actions 
are in hand by the CCG to address these points. 
 
An audit on partnership arrangements governance had been planned, but this has now 
been changed to an audit on primary care co commissioning, the scope will be sent out this 
week. 
 
The audit on continuing healthcare has started, and the audit on the choice agenda is in 
progress, but discussions are needed on this with the CCG before the report can be 
finalised.  
 
The quality improvement audit scope has been issued, and the audit will begin at the end of 
February.  
 
AC/16/09 Agenda Item 9 Assurance framework/risk register  
 
SY presented the paper from December’s JLEB meeting.  This was JLEB’s quarterly review 
of risk and it generated a lot of discussion. 
 
The latest version of assurance framework and operational risk register were attached, 
these have been updated following the discussion at JLEB. 
 
For some of the risks the initial consequence scores were considered to be too high.  Best 
practice in this case is to close the risk down and start a new one with a different rating.  
However it is possible to go back to the initial risk rating and change it if reasons are given 
for doing this.   Internal Audit were content with this approach going forward and SY will 
undertake further action accordingly. 
 
No risks are overdue for review. 
 
AW and SY met to discuss the gap analysis with Debra Elliott from NECS.  This was to 
make sure that the strategic risks are right.  As a result of the discussion, a few risks 
removed from the assurance framework and are included on the operational risk register.  It 
was noted that this had been a useful exercise. 
 
New risks have been added for the ACO and PACS for which the controls need to be 
finalised. 
 
The CCG continues to develop a healthy risk culture but it is of note that a new risk had 
been included which highlighted the need, as ACO and PACS work increases, to ensure 
current business continues to be appropriately considered. 
 
Audit Committee members recognised the significant effort, time and drive that goes into 
risk in the CCG. 
 
PA noted that he is concerned about Risk 1446 ACO engagement, which is rated 12.  SY 
explained that this is a new operational risk and is specifically for 2016/17. 
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RR informed audit committee members that the CCG had just held a series of LMC 
facilitated events on ACO and that the attendance levels were good.  The majority of 
practices attended or fed back that they were happy with the way forward.  Only two 
practices fed back that they were not interested. 
 
SY explained that as the evidence of engagement template is updated, the LMC events will 
be included.  Feedback from ACO the discussions with the LMC will be evaluated and fed 
back to the engagement, public health and quality committee. 
 
Normal CCG business includes JLEB discussions on the best way to engage with member 
practices going forward.  
 
SY added that the CCG still need to fully consider delegated commissioning and mental 
health domain risks. 
 
SB commented that some excellent work had been completed on the CCG’s risk 
management process and commended SY for his efforts. 
 
Audit committee members considered the JLEB December 2015 submission and 
subsequent actions, and were assured that the CCG’s risks continue to be appropriately 
managed. 
 
AC/16/10 Agenda Item 10 Internal audit reports – outstanding actions  
 
RL reported the following in respect of the outstanding actions:  
 
There were nine outstanding actions to be implemented.   
 
Six actions arose from the Records management audit.  One outstanding action remains, 
for the IG toolkit to be audited.  This had previously been marked as complete as it was 
thought that NECS’s auditors had audited the toolkit, but they had not audited the CCG’s 
toolkits.  AW is in discussion with auditors on the best way to do this for all CCGs. 
 
Three actions remain outstanding from the better care fund audit.  One relates to the 
signing of the better care fund agreement.  The second relates to only one programme 
reporting into the delivery oversight panel, and the third is that there are gaps in attendance 
at the panel meetings.  Actions are in hand by the CCG to address these points. 
 
The external review audit report has just been finalised.  There is one action from the report 
which will be added to the spreadsheet for review at the next audit committee. 
 
AC/16/11 Agenda Item 11 Minutes of the Governance Group held in December 2015 
 
SY presented the governance group minutes for information.  The most recent meeting was 
risk-centric. 
 
AC/16/12 Agenda Item 12 Counter fraud progress report  
 
PB presented the counter fraud progress report.  To comply with Standard 1.2, the Local 
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Counter Fraud Specialist (LCFS) is responsible for routinely reporting to the CCG’s Audit 
Committee on the current position of work against the annual workplan. 
 
Good progress is being made against the plan.  The LCFS is currently liaising with 
departments to arrange a programme of fraud awareness sessions ensuring that staff 
understand their roles and responsibilities in countering fraud. 
 
There are no ongoing fraud investigations in respect of the CCG.   
 
Within the CCG work is undertaken by both internal audit and the LCFS to examine controls 
in the areas at highest risk of fraud e.g. payroll fraud and procurement. 
 
As the CCG moved to delegated commissioning, it will need to consider contractor fraud.  
 
SB commented that this is an excellent report and that it is very helpful.  It enables 
committee members to be assured that there is a lot of counter fraud activity going on.  He 
added that it would be helpful to have more information on the types of fraud the CCG could 
face going into delegated commissioning.  PB agreed to take this back to NHS Protect and 
report back to audit committee members.  
 
Action AG/16/12 PB to report back to audit committee members on the types of fraud 
the CCG could face going into delegated commissioning. 
 
AC/16/13 Agenda Item 13 Any Other Business 
 
SB noted that this is PA’s last audit committee, he thanked him for his contribution and the 
work he has done in this area. 
 
AC/16/14 Agenda Item 14 Date of next meeting 
 
24 March 2016 0920 


