
Brent Teaching primary care trust

Minutes of the Audit Committee held in the 

Board Room, 5th September 2007

PRESENT

	MEMBERS
	
	IN ATTENDANCE

	
	
	
	

	Chandresh Somani (Chair)

Darren Stewart
Gerald Zeidman
	(CS) 

(DS)

(GZ) 


	Marcia Saunders

Phil Church ( for Item 5)

Anna Anderson

Tom Theron
	(MS)

(PC)

(AA)

(TT)

	
	
	
	

	EXTERNAL AUDITORS
	
	INTERNAL AUDITORS

	
	
	
	

	PriceWaterhouseCoopers
	(PwC) 
	Parkhill Audit Agency   (PAA)

	
	
	

	Clive Everest


	(CE)


	Indira Shah

Nick Atkinson

Suki Pooni

Sarah Kabirat
	(IS)

(NA)
(SP)

(SK)

	Audit Commission
	
	
	

	
	
	
	

	Les Kidner

Julian McGowan
	(LK)
(JM)
	
	


	ITEM NO
	DISCUSSION
	ACTION

	1
	Introduction and Apologies

CS asked that all present briefly introduce themselves and their roles to the meeting.

CS stated that TT will be the key contact for all audit and audit committee related matters.

CS opened the meeting by saying that the papers for the committee had improved from the last meeting but still required further improvement and asked that all those who prepare the reports should improve the quality of the reports.

CS requested that the focus for reports to the committee should be clarity and that further improvements to reports should be pursued. He also reminded the meeting that the day to day audit committee issues should be focused on action items, the implementation of such actions and on all working together to achieve this.
Apologies were received from Ivan Doncaster. (ID)

	

	2
	Minutes of the Meeting of 5 July 2007 
The Minutes of the previous meeting were agreed after noting the following:

· Page 2 - CS (not MS) is taking responsibility for NHS security management.

· Page 3 - AA reported that the proposed tendering process for the 2008/09 Internal Audit and Counter Fraud and Security Services will be pursued through Brent PCT joining the Hammersmith & Fulham PCT consortium that has a similar process underway. The Finance Director responsible will shortly clarify whether the required compliance with regard to the legal processes would be in place should Brent PCT join the process during September 2007. AA will keep the Non Executive Directors (NEDs) informed and a full report would be presented to the next meeting.
· Pages 7,8 and 9 – Everyone present was reminded that this part of the minutes must remain confidential


	CS
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All

	3
	Maters Arising
CS requested an update on the SFI and SOs process, underlining the need for clear implementation actions and timescales. AA confirmed that managers had been asked again to confirm they will adhere to these. AA also stated that the finalised new structures should be in place during the course of September and warned that further updates to the Scheme of Delegation would need to be made as and when appointments become operational. AA also emphasised that a substantial training and development process would need to support the project implementation.
In response to a question around remaining budgetary issues for Brent PCT AA confirmed that a £1m gap in the provider services budget was covered through a £750k freeze in Provider Services posts and from a £250k contingency. No other budget shortfalls were evident.
AA confirmed that the Internal Audit Plan was discussed and agreed to at an EMT meeting.

MS confirmed that the independent review was still in progress and that a draft report should shortly be provided to her.

CE will provide the outstanding letter relating to the ALE scores at year end before the next meeting.

NA reported that the QoF review would be starting within the next week as Sena Shah has accepted the recommended service provider. AA undertook that the EMT would oversee the completion of this audit before the November Audit Committee meeting.
NA confirmed that a formal action paper was issued for the ISO27001 computer audit review.
SP confirmed that the Counter Fraud reviews and actions are carried out electronically where possible. The action plans to improve on the scores on the Indicators are in progress will now be completed.
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	4
	2006/07 ISA 260 Report
The report had been tabled at the last meeting CS having noted that asked the following two questions:
· The accounting issues relating to partially completed spells

· Whether the PCT is expected to implement any other accounting policy changes

CE stated that no other accountancy policy changes are to be implemented by the PCT at present. He warned however that newly required changes could emerge around January / February 2008. CE also stated that a large agenda for change is emerging around International Financial Reporting Standards that the Public Sector would need to implement during 2008/09. CE recommended that the PCT should prepare for this early on and that comparative figures should be developed in anticipation of the needs and requirements relating to such implementation during the financial year. CE stated that the time scales to implement such change has not been properly defined yet and that the timing thereof will be an issue to consider.
On the matter of partially completed spells, TT stated that the following matters around the accounting issues relating to partially completed spells needed clarification:

· Service level agreements with providers are agreed to at or before the beginning of a financial year, whereas the accounting policy change emerged later in the financial year. This limits the implementation possibilities.

· An accounting policy change of this nature requires comprehensive change as both the PCT and the providers need to change and that needs to be supported through the service level agreements. The practicalities to implement the required change after the event appear prohibitive.

· Against this background, the reading of the Manual for Accounts, together with the guidance issued by the Department of Health and the guide for non executives issued by the HFMA and the Audit Commission indicates that the implementation of an accounting policy for partially completed spells is optional and, in the case of the PCT not material and hence not required.
The following further questions emerged around partially completed spells:
· What is the actual accounting policy requirement where the value relating to the required change is not material?

· Why is there such an apparent low implementation of the policy

CE stated that he is aware of various readings of the accounting manual requirements around partially completed spells. The PWC view is that implementation is a requirement and not optional. CE stated that the he understands that the timing of implementation and the need for agreement with other parties are problems but the policy change is a requirement.

LK stated that in his view the required implementation of the accounting policy is not optional where material. LK recommended that the Audit Committee should look at the emerging change requirements and ‘plan to be ahead of the game’.
CS questioned how the PCT could align to the required policy change where providers are not implementing. LK confirmed that the Audit Commission gets involved in the NHS Manual for Accounts and underlined that International and UK Financial Reporting Standards are aligned to partially completed spells and that implementation to ensure compliance should be pursued, however long the process.

GZ requested that audit committee members should be supported to have absolute clarity on what should be done with regard to accounting policies. GZ also reminded the meeting that, once it is clear that a certain piece of work needs to be done, the PCT should still consider whether the capacity to deliver is in place.
LK responded that absolute clarity in the NHS is not possible and GZ recommended that the PCT should in future maximise what we do, around accounting manual requirements, bearing in mind our position at that stage.
CS invited any other questions relating to the 206/07 ISA 260 Report?
GZ – Expressed concern around the Agenda for Change provision relating to departed staff and requested that such backlogs be eliminated with urgency.

CS – Underlined the need for management to clarify the outstanding issues, determine and implement immediate actions to eliminate the risks and to establish specific time frames for completion of the required actions.

The meeting agreed that the following will be in place for the November meeting:

· CE would provide the letter confirming the ALE scores that Brent PCT had established by year end that need to be sustained for 2007/08 to achieve the improved scores indicated.
· TT would lead the ALE action plan and provide a comprehensive update at the November meeting. This would look at how ALE scores could be improved compared to 2006/07 ALE scores

	Board
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	5
	Draft Annual Audit Letter
CE introduced the discussions around the draft annual audit letter and reminded the committee that the Executive Summary and certain specific action responses are still outstanding. CE stated that the AAL is a public document and that the final report will aim to maintain the commercial confidentiality of Brent PCT with regard to the key Continuing Care debtor. Such careful wording should not, however distort the issues regarding the continuing care debtor. CE also stressed the need for PWC to have insight into the final independent review report commissioned by the SHA and BPCT and that the need on whether PWC would issue a Public Interest Report would only be determined once that report was seen.
DS asked whether the key recommendations were agreed with EMT, including the scope of the actions needed and whether the sensitive wording needed around the continuing care debtor is in place. AA confirmed that the recommendations would be discussed at the EMT meeting later this day. CE agreed to finalise the final draft wording for this element of the report prior to the Board meeting of 20th September 2007. 

DS requested clarification on the position around satisfactory conclusion of actions required through audit recommendations. CE responded that the required assurance for the satisfactory conclusion of agreed actions can only be established when the next year’s audit is carried out.
AA reminded the meeting that continuing care discussions should take place after PC made his presentation on the Turnaround programme.

With regard to the audit findings under the heading ‘Financial Standing’ MS informed the meeting that one of the key permanent staff appointments, namely the Chief Executive has now been made and the Mark Easton would assume duties in October 2007. Mark would, however start during September through spending some of his time at BPCT. MS also confirmed that a further 4 key substantive appointments would be finalised towards the end of September 2007. MS expects that the new EMT position would be clear in early October 2007.
Against the background of continually improved financial management DS questioned the planning to repay the accumulated deficit. AA explained that the process that would establish the necessary agreements is underway and presently busy with clarification on how the London Top slice would be brought into the equation. Following that it is anticipated that an agreement could then be established between the SHA and Brent PCT and the PCT proposal, based on a realistic approach, would seek a further 3 year period for repayment.

With regard to Creditors on page 7, GZ requested that disputes be settled / resolved within timeframes that are reasonable. AA reported that the dispute regard to Harrow elderly care was resolved through arbitration. AA also stated that NWL was still unresolved as activity data differed and the PCT is following a process to work this through. AA assured the meeting that, through newly appointed interim staff that a strong system was being put into place to ensure improved validation, performance and compliance, including challenging interactions with providers around the SLA terms and deliverables. 

MS questioned the external accountability ALE score of 1 as per page 10 as various examples of good external accountability can be provided by Brent PCT.  CE explained that this finding is made as a result of a new requirement relating to the Annual Report, which has to be provided to the auditors at the start of the audit and signed off at the same stage as the annual accounts – in this instance the 9th of July 2007. 
CE requested that the annual accounting processes for 2007/08 must include the production of the Annual Report at the same time as the Annual Accounts for submission to audit as required. TT was requested to ensure that future audit committee meetings receive a report on outstanding audit recommendations and items, including ALE actions. DS requested that such reporting be focused on key recommendations and that recommendations rated ‘low’ be dealt with in a summarised fashion.

CE confirmed that the summary of key recommendations is presently complete.
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	6
	Sure Start Letters
CE reported that the 2004/05 Sure Start Letters were signed off and sent to Sure Start. Certain Sure Start processes need to be completed on 2004/05 to finalise that year. Following that, the 2005/06 letters, which are ready for issue, would be issued and submitted to Sure Start for completion of the remaining Sure Start processes.
In order to prevent a repeat of the Trust experiences with the Sure Start projects, CE recommended that the Trust establish a ring fenced approach to deal with small grants. CE stressed the importance to ensure the completeness of claims and avoid financial loss. CS asked whether the 2006/07 Sure Start experiences would lead to improved financial control and AA responded that the improved financial controls around small grants would form part of the restructuring implementation processes.

	AA

	7
	Process to follow up on action in response to Audit Recommendations

CS introduced the proposal and observed that audit recommendations in the past featured repeatedly at Audit Committee meetings without being addressed. To avoid such repeats in future, CS requested AA and TT to propose improved processes to follow in future for discussion and decisions at this Audit Committee meeting. CS proposed that the agreed process should:

1. Become a policy agreed by EMT, inclusive of specific actions and time frames
2. In the case of non compliance to the implementation of mitigating actions for audit recommendations, the responsible director or senior manager should be called to the committee to explain the non compliance.
TT requested that priority be given to the immediate action and implementation of high risk recommendations. CS confirmed that high risk recommendations must be cleared with urgency but that all audit recommendations would require the implementation of mitigating actions. 
NA reminded the committee that, although the tracking system for internal audit recommendations is kept up to date, that the assurance process on recommendations would always follow some time afterwards. Such assurance processes could, however be focused on high risk areas as a first priority.

AA stated that it is the duty of the Finance department to make sure that audit recommendations are effectively addressed through actions and priorities and that through focusing on this principle the proposed process could be ‘road tested’ and further refined as from now. 

GZ emphasised that a strong focus on the high priority areas is a prerequisite and that audit committee awareness is required in all instances where the process is not delivering as planned. Any changes should be accompanied by definitive revised dates and the immediate escalation of issues to CS to ensure effective awareness and completion.

CS added that slippage and planned implementation actions should be assessed through an integrated approach, making sure that the reasonable steps that could be taken, to eliminate the silo approach and the training needs, are taken.
AA and TT will ensure effective communication and development of the audit recommendation processes throughout the Trust.

SP reminded the meeting that similar approaches would need to be included for the LCFS and Fraud related processes.

CS concluded the discussions with the following summary:

1. The Finance department (TT) is responsible to track progress

2. Internal audit will provide assurance, once the actions to implement a recommendation are complete.

3. AA will keep EMT abreast

4. In addition to the detailed report on recommendations, a numerical summary report will be provided.

5. ALE actions plans will in a similar fashion be reported on

6. Dates will be specific
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	8
	External Audit Plan (moved ahead of Internal Audit Progress Report)
LK of the Audit Commission (AC) referred to the 2007/08 Audit Plan as distributed before the meeting and highlighted the following:

1. The Audit Plan would focus on 3 main areas:

a. The 2007/08 Annual Accounts and Report

b. ALE for 2007/08
c. Use of Resources – Value for Money Conclusion

2. The Audit Commission Risk Assessment Process – page 7

3. The initial risk assessment 2007/08 – Use of Resources – page 14

4. The planned 2007/08 audit fee – page 15

5. An audit on Payment by Results is also a key requirement for 2007/08 external audit.

CS asked what assurance could be provided to the Audit Committee around handover processes between PWC and the AC.

LK confirmed that the handover occurs in terms of an official protocol and that various interactions between PWC and AC have occurred since date of appointment as external auditors to Brent PCT.

LK also mentioned that the AC is the external auditors of London Borough of Brent and that he is aware of weekly official meetings between the PCT and LBB and that he recommends communications to avoid legal positions.

CS asked how the audit committee would be kept up to date on what is happening

LK confirmed that there would be regular meetings between AA and her team, that visits would normally be formal and that performance related work would regularly be reported on. In addition to that the AC would also interact technically with the PCT as and when needed and / or required (e.g. changes in accounting / financial reporting standards, etc.).

DS stressed the importance for EMT agreement on the effective financial management of, for example commissioning services.

AA underlined the need for complementary Internal and External Audit services and that this also needs to be discussed at EMT.

NA undertook to interact with the AC on the planning, especially where there overlaps exist (e.g. PbR) and to make amendments to existing plans as and when agreement is reached with AC.

GZ commented that the audit fee for Value for Money work appeared high. AA said that she had a similar comment and that LK then reduced the proposed fee. LK responded that the audit fee could be seen as a measure of success – if the fee comes down, you have improved.
CE stated that the emerging IFRS requirements could push the proposed fee up for 2007/08.

CS asked how the PbR audit would link with the other audit work. LK said that there would be a link to some extent but that an additional ‘clinical audit’ team would be substantially involved in the PbR audit work. There would however be outputs from that audit that could be used locally (limited life though), help with future negotiations and become comparable on the benchmarking website. LK underlined that the existing PCT PbR data quality would as a result of the audit be independently validated and that the differences between provider and PCTs would become much clearer.
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	10
	Internal Audit Progress Report
CS reminded the meeting that a revised report (RR) has been circulated on the tracking of recommendations and that should anyone wish to mention or discuss matters from the original report that the RR should first be read. The revised report followed a discussion between him and ID where a number of unsatisfactory issues were stated.
CS also stated that reporting as such was not an issue and would be discussed with IA outside this meeting, listing the following areas for discussion:

· Audit recommendations

· The Procurement Review

· The Computer Audit Report

CS also referred to the annual IA audit plan and emphasised that the reports that would be dealt with at the next meeting would need to be clarified and that AA and IA would agree which reports would be presented at the next meeting, together with the time frames for the delivery of each of the planned reports.
NA delivered a brief overview of the Recommendation Tracker:
· Of 126 recommendations, 64 have been implemented.

· Of the 62 not implemented 45 recommendations are past their date, 15 are waiting to be followed up and 2 are no longer applicable

· For Accounts Payable the following high risk recommendations remain outstanding:

· The authorised signatory process manager and management need updating

· All invoices should be received at one central location for logging onto the accounts payable system

· For Continuing Care substantial work still needs to be done

CS drew attention to the following important areas around the tracking system:

· The table should highlight the tracking history to ensure recommendations are implemented with the urgency required
· The PCT responsiveness to the work done by IA should be improved

AA stated that EMT is taking greater responsibility in the follow up process and that the expanded spread of responsiveness is ongoing

AA asked how the risk management status around Standards for Better Health was determined. NA replied that the percentages were provided as formal responses to IA.

The meeting agreed that the self assessed status should be specific with definitive dates.

Specific questions:

CS – 5.1 Page 19 – What is the revised date?
GZ – Nothing specific but an overarching principle that the Audit Committee must be kept aware and specific reports should be delivered where required action did not occur as required.

CS – Continuing Care – how realistic and achievable is the 30th September dates?

AA undertook to make sure that realistic frameworks and dates are established

DS – General question but with reference to 3.3 Page 27 – how far are the departmental procedure development actions?

AA The processes are ongoing and specific dates for completion will be established systematically

CS – 7.1 Page 33 – Is the revised date achievable?
AA The process is ongoing

CS – General observation with regard to 2.2 Page 43 – The budgetary control processes started but real and substantial progress is expected over the coming months

NA stated that the meeting should expect recommendations to reduce and that would then lead to a less complicated tracking report

CS – It is highly important that the EMT takes responsibility of implementing actions to deal with the issues raised
Procurement Review:
NA provided an overview and stated that the report introduces a new format under development and for comment
AA stated that she is very concerned about this service and its management, that progress has been problematic and that progress could now be expected through the specific involvement of TT. 

AA also questioned whether the PCT should be involved in procurement but found that the other partners were not presently keen to change. AA is involved in active performance management of the department.
GZ stated that the procurement report was a difficult read and commented that strategic progress with procurement would remain problematic until next year.

CS questioned whether any fraud issues emerged.

NA responded that no specific fraud issues emerged but warned that greater risks can be found where weaker controls exist

NA also referred to the CFMS national exercise on procurement that could indicate elements of risk. The PCT participated in phase 1 and that would determine whether phase 2 was necessary. SP stated that phase 2 would not be proceeded with as the tender numbers involved were too small to justify inclusion.
NA stated that the audit process on the tender register was not aimed at high cost item fraud detection

MS stated that in the process of developing the future procurement strategy the PCT would need to look at initiatives in London, consider joining with others and clearly assess what resources and skill sets are needed and determine the present skill set limitations

DS stated that the testing of tenders (key control objective 4) would need much more detailed report as it is not clear who is responsible, what feedback is awaited, and how that is reported through to management. DS is also very concerned that Estates, for example did not respond to queries.
CS reminded IA and AA / TT that follow up is necessary where responses lack and, where needed a verbal update could also be provided to the audit committee as the tracker report is normally dated a number of days before the meeting.
CS highlighted the following for immediate attention:

· If fraud is not an issue, why do we not get responses from Estates?

· What processes would we follow with our partner PCTs around this damning report?

· Would IA need to provide a 3rd party assurance statement to the other PCTs?

· IA should work very closely with AA before releasing the report to other users

· The PCT should in the interim manage the procurement process through alignment with good practice

NA reminded the meeting that new audit reports would add to the recommendations that need to be tracked.

Computer Audit:

CS introduced the discussions through expressing his concern that the audit work appears to have been limited. That would then raise the question as to the level of assurance that the audit committee could get from that audit opinion.

GZ stated that the audit committee needs substantial assurance, failing which the risks would remain and could be uncertain.
CS stated that the audit committee is not happy with the way in which the process is carried through – IA should find a way to do a full audit and give actual assurance, emphasising the PCT needs to move from the ‘silo’ position into an all inclusive position and audit should look across the organisation in that regard. The audit committee is not in agreement with the process or the opinion or the assurance provided through the computer audit report.

GZ stressed the question as to what assurance he has about this computer audit assurance statement and what is not covered is an undefined risk issue.

DS stated that he cannot ‘carry the can’ for an assurance statement provided where that would actually imply that he is happy that enough limited time was allocated to an audit where the scope was limited.

NA stated that the computer audit expert is not present, that the committee concerns would be followed up and responded to and that the audit plan was agreed up front and supported by EMT and the audit committee. 
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	Counter Fraud and Security Report

SP introduced the report and drew attention to page 4 and ‘publicity’ as the fraud leaflets would be distributed through the HR / Payroll function and this has not yet been agreed to. With regard to page 6, ‘training’ SK started the process that would expose as many as possible staff through induction and refresher courses. The committee was also requested to note the progress on pro-active reviews.

CS requested that future CFS reporting be aligned to the agreed IA format, inclusive of the tracking of progress on the recommendations made.

DS referred to pro-active item 7.3 risk of fraud in procurement and the earlier comment that SP made around the fact that the number of contracts awarded were too small to qualify for phase 2 of the fraud audit process. That therefore means that no audit or investigation would be done on fraud in procurement. DS questioned as to how many tenders the PCT had and whether the counter fraud service should conduct a local pro-active review? 

TT suggested that the phase 2 programme could be obtained and used locally?

GZ requested that the counter fraud service provide the audit committee with a comparison relating to the number of investigations / referrals compared to other PCTs, including the time frames involved and the approaches followed?

SP confirmed that this can be done

TT and SP would ensure that the gaps identified are closed

SP drew the attention to 7.5 (Stop smoking review) which was closed as a result of the risks involved. This was discussed with AA and EMT agreed.

DS requested that at the next meeting a presentation be made on ‘how’ pro-active reviews are established and how overlapping with other audit activities are avoided. 

SP confirmed that this will be done
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	Debtors – Aged Report and Action Plan
CS stated that it is critically important to the PCT that there are clear cut procedures about how the debtors system works. (E.g. how to raise invoices; to whom these should be addressed, etc.). CS stated that the debtors’ collection process is ongoing and that the framework presented represents the actions that need to be concluded to deliver the significant improvements needed.
AA warned that the process would uncover bad debts and that the bad debt provision could prove to be too little.

GZ proposed that smaller debts that prove problematic to recover should rather be written off that chased.

CS questioned whether IA would follow up and NA confirmed that the tracking process would ensure that.

TT drew the attention of the non executive directors to the fact that the Board report later in September would reflect different debtor figures to that included with the committee papers as the Kingsbury transfer of fixed assets (around £15.4m) was invoiced at the end of August 2007.


	TT



	13
	Audit Committee – Self Assessment
CS briefly explained the attachments under this heading. 

The audit committee members agreed that the self assessment checklist should be implemented, together with the self assessment questions relating to every future meeting.

CS requested that audit committee members work through the attachments provided and to supply him with feedback before the next meeting as the proposed documents would then become final. 

GZ commented that this is a good start and that it would be important to see this through and develop an action plan. CS, AA and TT would sit down and develop a proposed implementation plan.

NA volunteered IA assistance through inputs around the audit committee work plans, etc.

The committee agreed that TT would assist through oversight, that a one page self assessment would be answered at every committee meeting and that a comprehensive self assessment will be carried out sometime during each and every year.
	CS

Non Execs

CS

NA

TT



	14
	Integrated Governance and Risk Management Assurance

CS briefed the meeting around the need for Brent PCT to implement integrated governance and risk management and stated that a meeting would be held with the integrated governance directorate, CS, AA and TT to start the much needed discussions and interactions.

CS also informed the meeting that ‘security’ sits with the Audit Committee and that he replaced the chair as the non executive responsible.
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	Finance Department and Brent PCT Organisational Restructuring

AA briefed the meeting around the finance department position:

The Finance Director would be appointed by the end of September 2007.

Interim deputy director and financial controllers have been appointed and these substantive posts would be advertised in the next or so. Continuity in these roles has been established to around early 2008.

Within the department 4 people are being performance managed.

As soon as the consultative processes are finalised the substantive recruitment activities would commence.

	AA
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	Any Other Business

CS asked that, in addition to the attachment headers, that audit committee papers be numbered beforehand.

CS thanked all concerned for the work done and stressed the committee’s role is not to criticise for the sake of criticising but to fulfil the role of ensuring that Public Sector funds which are entrusted to the PCT are properly accounted for. 
CS also thanked all present for their inputs and participation and stated that the next meeting should ideally take less time, but for the right reasons.


	TT
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	Date of next meeting

Wednesday, 7th November 2007 at 8.30am
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