
Brent Teaching Primary Care Trust
 Audit Committee Annual Report 2004/05
Introduction

The Terms of Reference of the Audit Committee requires the Chairman of the Committee to submit an Annual Report on the work of the Committee to the Board.  This is the second report which covers the area of work of the Committee from August 2004 to July 2005.

The Committee

The Committee had been formed in accordance with the Standing Orders, and is constituted as a Standing Committee of the PCT appointed by the full Board to which it is answerable.

The Audit Committee can obtain whatever professional advice it requires and invite, as required, external experts and other officers or directors of the PCT to attend the meeting.  

The Terms of Reference of the Committee is approved by the Board and would be reviewed annually.  It was reviewed last in January 2004.  As there has not been any significant changes, Terms of Reference has not been reviewed recently.
Members

The Committee is composed of not less than three Non-Executive Directors, one of whom shall act as Chairman appointed by the Board.  The PCT Chairman or the Executive PCT Board members are not eligible for membership of the Audit Committee.

The following members were re-appointed by the Board at its meeting on 25 November 2004 and are current members of the Committee:

· Charles Boucher (The Chairman)

· Jacqueline Carr

· Steve Maingot

The Chairman, Chief Executive, Director of Finance, Financial Controller, Chief Internal Auditor, Counter Fraud Officers and Statutory External Auditors would normally attend the meetings at the invitation of the Audit Committee Members. 

Meetings

The Audit Committee would meet as necessary to fulfil its remit, but meet at least four times in each financial year.  No business would be transacted at the meeting unless at least two of the members are present.

The following meetings have taken place so far:

	2004/05
	6 July 2004

	
	10 October 2004

	
	9 December 2004

	
	24 March 2005

	
	

	2005/06
	7 July 2005

	
	


Remit

The main objectives of the Audit Committee are to monitor PCT activities, reviewing they are within the law and regulations governing the National Health Services and that an effective system of Internal Control is maintained.  The Audit Committee must provide assurance on arrangements relating to all internal control activities to the PCT Board to support the Statement of Internal Control.

The duties of the Audit Committee are in accordance with the Audit Committee Handbook dated April 2001 which are as follows:

Internal Control and Corporate Governance

· Evaluate the framework of Internal Control and Corporate Governance including risk management and overseeing compliance with control assurance standards.

· Review the system of internal financial control including safeguarding of assets against unauthorised use and the maintenance of proper accounting records.

· Monitoring PCT activities are within the law and regulations governing the NHS.

· Monitor performance and best value by reviewing the economy, efficiency and effectiveness of PCT operations.

Internal Audit

· To consider and agree to the appointment of the Internal Auditors.

· Review the specification of Internal Audit service.

· Review and approve Internal Audit Strategic and Annual Plans.

· Monitor audit progress and review audit reports.

· Monitor the management action taken in response to audit recommendations

· Review the operational effectiveness of Internal Audit.

External Audit

· Review the scope and content of the Audit Plan including the Performance Management programme.

· Consider the statutory audit material relating to the certification of PCTs Annual Accounts and Charitable Funds Accounts including Audit Reports, Performance Management Studies, Value for Money Reports and Annual Audit Letters.

· Monitor management action taken in response to External Audit recommendations

· Review the extent of co-operation between PCTs Internal and External Auditors.

· Annually appraise the performance of External Auditors.

· Consider the appointment and fee of External Auditors as far as Audit Commission’s rules permit.

Counter Fraud

· Review the effectiveness of Counter Fraud Strategy.

· Consider the quarterly reports of the local counter fraud leads.

Standing Orders and Standing Financial Instructions (SFIs)

· Review Standing Orders, including the Scheme of Reservation and Delegation and SFIs and advise the Board of any amendments annually.

· Examine the circumstances associated with each occasion when Standing Orders have been waived or suspended.

Annual Accounts

· Review and recommend approval of the PCTs Annual Accounts.

· Review of the PCTs Annual Report

· Review annually, and approve any changes in the accounting policies.

· Review schedules of losses and Special Payments Register
· Review of significant adjustments resulting from audit.

· Review Statement of Internal Control

Agenda Topics

The agenda items covered by the Audit Committee are divided in three categories:

· Regular topics covered at each meeting

· The topics covered annually

· Other topics as and when required.

The details of the topics covered and meetings when each topic was discussed are in attachment 1.

Regular Topics

As a routine, the Committee reviews and takes appropriate actions arising from:

· Internal Audit Reports

· External Audit Reports

· Counter Fraud Reports

Annual Agenda Topics

The following topics are usually discussed and reviewed annually.

	· Terms of Reference

	· Internal Audit Plan 

	· Counter Fraud Workplan

	· External Auditors’ Plan

	· Internal Audit Annual Report

	· Audit Letter External Audit

	· Financial Statements

	· Statement of Internal Control

	· Charitable Funds

	· Losses & Special Payment Register

	· Risk Management Annual Report 

	· Sealing of Documents

	· Assurance Framework Action Plan

	· Audit Committee Annual Report


Other Agenda Topics

In addition to the Regular & Annual topics, there are other topics included in the Audit Committee as and when needed.  The following were discussed during the period under review.

	· Finance Shared Services 

	· Willesden Centre Composite Trader Accounting 

	· Healthy Harlesden

	· Appointment of NED responsible for Counter Fraud

	· Forward Financial Planning

	· Review of Data Quality (PWC)


Internal Audit

Internal auditors provide an independent and objective opinion on risk management, control and governance by measuring and evaluating the effectiveness by which PCT’s objectives are achieved in accordance with NHS Internal Audit Standards. 

The internal audit plan is agreed before the start of the financial year and in each subsequent meeting, the audit reviews completed are discussed and actions agreed. At the end as the financial year the Chief Internal Auditor presents an Annual Internal Audit Report to the Audit Committee for discussion.

For year 2004/05 a plan was agreed for 18 audit reviews to be carried out within 165 days.  At the end of the year, 17 audit reviews were carried out taking 153 days. There were 104 recommendations. The numbers of recommendations in 2004/05 were 16% for higher priority, 60%, medium and 24% lower to strengthen the internal control. The details are in attachment 2.

The plan agreed for 2005/06 includes 15 audit reviews to be carried out within 165 days. The details are in attachment 3.

External Audit

The principle objective of the external auditor is to carry out an audit in accordance with the Audit Commission’s Code of Audit Practice:

· Provide an opinion on the accounts

· Review and, where appropriate, report on the financial aspects of the PCT’s corporate governance arrangements.

· Review and, where appropriate, report on arrangements that PCT has put in place to secure economy, efficiency and effectiveness in its use of resources.  

However, there would be some changes in 2006/07 and onwards.
In order to determine the nature and extent of core audit work required they consider each area of operations and assess the potential business and audit risks that relate to one or more of their code objectives.

The key findings and recommendations were included in the Audit Letter of 2003/04 which was approved by the Board.  The Audit Letter for 2004/05 would be discussed in October Audit Committee Meeting.
Counter Fraud

The Committee reviews all fraud cases which are reported and investigated by the Counter Fraud Officers.

In total the Committee reviewed 30 cases, out of which 19 cases were closed.  The PCT has recovered over £54,000 in the year and there is likely to be a potential further recovery of improvement grants of £120,000.  The details of the cases are in attachment 4.
As part of the Counter Fraud Report a regular audit and Ophthalmic Post Payment Verification is carried out to detect any fraud. 

Minutes of the Meetings

The Minutes of each Audit Committee Meeting are included in the Board Paper for the information and ratification of the Board.

Recommendation

The Board is asked to discuss and note the report.

Charles Boucher

Chair of the Audit Committee

Board Meeting – 24 November  2005

Attachment 1

	 
	 
	 
	 
	 

	Dates of Audit Committee Meetings
	14 Oct
	9 Dec
	24 Mar
	7 Jul

	
	2004
	2004
	2005
	2005

	Regular Agenda Topics
	 
	 
	 
	 

	Any Other Business
	√
	√
	√
	√

	Aologies for Absence
	√
	√
	√
	√

	
	
	
	
	

	Internal Auditors' Report
	√
	√
	√
	√

	External Auditors' Report
	√
	√
	√
	√

	Counter Fraud Reports
	√
	√
	√
	√

	 
	 
	 
	 
	 

	Date of Next Meetings
	√
	√
	√
	√

	Matters Arising
	 
	√
	√
	√

	Members meet the Auditors 
	√
	√
	 
	 


	Minutes of the Meeting held 
	 
	√
	√
	√

	Welcome and Introductions
	√
	√
	√
	√

	Annual Agenda Topics
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Re-appointment of Members & Chair
	√
	
	
	

	Terms of Reference
	
	 
	 
	 

	Internal Audit Plan 
	
	 
	√
	 

	External Auditors’ Plan
	 
	√
	 
	√

	Internal Audit Annual Report
	 
	 
	 
	 √

	Audit Letter PWC
	√
	 
	 
	 

	Financial Statements
	 
	 
	 
	√

	Statement of Internal Control
	 
	 
	 
	√

	Charitable Funds
	√
	 
	√
	 

	Audit Committee Annual Report
	√
	
	
	

	Counter Fraud Workplan
	
	
	√
	

	Losses & Special Payment Register
	 
	 
	√
	 

	Risk Management Annual Report 
	 
	 
	 
	√

	Sealing of Documents
	 
	√
	 
	 

	Assurance Framework Action Plan
	 
	√
	√
	√

	
	
	
	
	

	Other Agenda Topics
	 
	 
	 
	 

	Finance Shared Services 
	 
	 
	 
	√

	Healthy Harlesden
	 
	 √
	 √
	√

	Composite Trader Accounting – Willesden
	 
	√
	√
	 

	Appointment of NED for Counter Fraud
	 
	 
	√
	 

	Forward Financial Planning Group
	 
	 
	 
	√

	Review of Data Quality (PWC)
	 
	 
	 
	√

	
	
	
	
	


Internal Audit Plan Delivered For The Year Ended 31 March 2005
	AUDIT TOPICS
	ORIGINAL PLAN DAYS
	ACTUAL DAYS
	VARIANCE

	Commissioning arrangements & SLA’s 
	1.0
	1.0
	0.0

	Financial Reporting and Budgetary Control
	11.0
	11.0
	0.0

	Financial Ledger

(4.75 Days added from BP 08)
	14.75
	14.75
	0.0

	Treasury Management
	5.0
	5.0
	0.0

	Procurement
	10.0
	10.0
	0.0

	Creditor Payments /. Vat
	5.0
	5.0
	0.0

	Performance Management

(4.75 Days transferred to BP04)
	0.25
	0.25
	0.0

	Lift
	10.0
	10.0
	0.0

	New GP Contracts (includes 2 days taken from contingency)
	12.0
	12.0
	0.0

	Management of Human Resources
	10.0
	10.0
	0.0

	Location visit - Healthy Harlsden (2.5 days taken from contingency).
	12.5
	12.5
	0.0

	Board Assurance Arrangements
	10.0
	10.0
	0.0

	Controls Assurance Standards (10 days transferred to contingency)
	0.0
	0.0
	0.0

	Follow up of recommendations
	5.0
	5.0
	0.0

	Contingency

High level review of SFI’s, SO’s and SoD
	15.0
	2.0


	13.0



	Sure Start (1.5 days taken from contingency)
	9.0
	9.0
	0.0

	WELREN (five days transferred to contingency)
	2.5
	2.5
	0.0

	Audit Management and Planning (seven days taken from contingency).
	22.0
	22.0
	0.0

	Computer Audit
	
	
	

	GP Systems
	7.0
	8.0
	-1.0

	Computer Audit Management.
	3.0
	3.0
	0.0

	
	165.0
	153.0
	12.0


	No of Recommendations
	
	
	

	
	
	BPCT
	

	Priority - Higher
	
	17
	

	            - Medium
	
	63
	

	            - Lower
	
	24
	

	
	
	104
	


OPERATIONAL INTERNAL AUDIT PLAN 2005/6
	Audit Committee Meeting 24 March 2005 
	

	
	

	Audit Topics
	Plan Days

	Fundamental Financial Systems Reviews (Managed Audit)

	Commissioning Arrangements & SLAs
	10

	Budgetary Control
	10

	Financial Ledger
	10

	Capital Expenditure (Review of LIFT during 2004/05)
	10

	Creditor Payments 
	5

	Capital Charges / Asset Register (Not done in 2004/05)
	5

	Charitable Funds
	5

	GP contracts (processes for setting up of the contracts covered in 2004/05)
	10

	
	

	Location Reviews
	

	Detailed follow up on Healthy Harlesden
	6

	Sure start
	5

	
	

	Risk Management Reviews
	

	Board Assurance Arrangements & Risk Management
	10

	Standards for Better Health Declaration
	10

	

	Reviews Identified from Board Assurance Framework

	To be arranged with management in conjunction with the Assurance Framework
	29

	
	

	Computer Audit Reviews
	

	IT Health Check
	8

	Computer audit management
	2

	
	

	Audit Management & Follow Up
	

	Recommendation Follow Up 
	5

	Audit Planning & Management
	20

	
	

	
	

	2005/06 Contract Audit Days
	165








  Attachment 4
Summary of Counter Fraud Reports

August 2004 – July 2005
Proactive Cases

	NM 2
	GPs
	Improvement Grant Recovery

	NM 25
	Pharmacist
	Inappropriate Prescriptions 

	NM 35
	Patient
	Overseas Resident seeking free NHS Care

	NM 36
	Patient
	Overseas Resident seeking free NHS Care

	NM 37
	Patient
	Inappropriate Prescriptions

	NM 38
	Patient
	Identity check

	NM 39
	Patient
	Charging for producing false reports

	NM 40
	Patient
	Overseas resident seeking free NHS Care

	PAA 177
	Staff
	Collection of Cash at Clinics

	PAA 178
	Staff
	National Fraud Initiative

	PAA 397
	Staff
	Working whilst on sick leave


Closed Cases

	NM 27
	Practice Staff
	Practice Staff Timesheets/salaries

	NM 32
	GP
	Capital Bids

	NM 33
	GP
	Rent Reimbursement Claim

	NM 34
	Patient
	Obtain medicines with Prescriptions

	PAA 40
	Staff
	False Timesheets

	PAA 427
	Staff
	Invoice for Computer Audit

	PAA 371
	Staff
	Irregular Entries on Duty Rotas

	PAA 439
	Staff
	Suspect Training Contract

	PAA 530
	Staff
	Application for Post

	PAA 536
	Staff
	Duplicate Identities

	PAA 565
	Staff
	Theft of Patients Property 

	PAA 575
	Staff
	Theft of Computers

	PAA 600
	Staff
	Theft Medical Supplies

	PAA 612
	Staff
	Theft of Clinical Equipment

	PAA 613
	Staff
	Inappropriate Claims - Timesheets 

	PAA 631
	Staff
	Registering of Illegal Patients

	PAA 743
	Staff
	Misuse of Mobile Telephone

	PAA 753
	Staff
	Working whilst Suspended

	PAA 764
	Staff
	Altered Timesheets
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