
 

 
Minutes of NHS Ayrshire and Arran Audit Committee Meeting  
held on Wednesday 13th April 2016 at 14.00 hours in the Board Room, University 
Hospital, Ayr 

 
Present Mr Alistair McKie, (Chair) Non-Executive Board Member 

Mr Stewart Donnelly, Non-Executive Board Member 
Mr Bob Martin, Non-Executive Board Member 
Dr Janet McKay, Non-Executive Board Member 
Cllr Douglas Reid, Non-Executive Board Member 

  
In attendance Mr Bob Brown, Assistant Director of Finance (Governance and Shared 

Services)  
Mr John Burns, Chief Executive  
Ms Gillian Collin, PricewaterhouseCoopers 
Dr Martin Cheyne, Chairman 
Mr Hugh Currie, Head of Occupational Health & Safety (item 9.3) 
Mr David Jamieson, Audit Scotland 
Mr Derek Lindsay, Director of Finance 
Ms Jillian Matthew, Audit Scotland (item 7.1)  
Ms Lindsay Paterson, PricewaterhouseCoopers 

  
 Mrs Frances Forsyth (Minutes) 
  
1. Apologies and Welcome 

 
 Apologies were received from Ms Claire Gilmore, Mr Mark Laird 
  
2. Declaration of interests 
  
 There were none 
  
3. Minutes of the meeting held on 10th February 2016 
  
3.1 The minutes were approved as an accurate record of the meeting. 
  
4. Matters arising/Action Log 

 
The status of actions was noted; the only outstanding action being the Theatre Stock 
Management audit report which was an agenda item. 
 

4.1 Internal Audit review – Theatre Stock Management 
 
The Director of Finance explained that the management responses to 
recommendations contained in the original report had not provided specific resolutions 
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or target dates.  The actions required input from three different departments; Theatre 
management, Finance and Procurement.  Following discussions between these 
departments, revised management comments had been put forward to the Internal 
Auditor who had removed one of the original recommendations and amended the 
remaining two actions.  The report had been re-issued and was presented to the Audit 
Committee.   The Internal Auditor acknowledged that they had learnt lessons from this 
and would ensure engagement of all stakeholders and sufficient time for management 
responses to be agreed prior to reports being issued.  

  
5. Internal Audit 

 
5.1 Status report by PricewaterhouseCoopers on the internal audit programme 

 
The Board’s internal auditor reported that fieldwork for all reports in the 2015/16 
programme had been completed.  Draft reports for Consultant Job Planning and 
Building for Better Care had been issued to management.  The report on Health and 
Social Care Integration had been more complicated than anticipated which had 
caused a delay in its completion, however, the draft report would be issued shortly.  
Committee members heard that the Business Continuity Planning report had taken 
longer to complete than expected due to the large number of people to whom the 
auditors had needed to speak.  Again, the report was due to be issued shortly and all 
four reports remaining from the 2015/16 programme would be presented to the Audit 
Committee at its meeting in June 2016. 
 
Three reports were presented to the Committee with the key objectives, findings and 
classification, being outlined by the Auditor as below: 
 

6. Internal audit reports for information 
 

6.1 Key Financial Controls 
 
This report reviewing different key financial processes each year provided 
management with evidence to inform the Annual Governance Statement and support 
the work of external audit.  The areas reviewed in 2015/16 were property, plant and 
equipment and cash and bank.  It was noted that the Board’s system for recording 
property, plant and equipment had changed in February 2016 from the Capital Asset 
Register (CAR) to the Real Asset Management (RAM) system.  Significant change in 
the Board’s banking arrangements were made in January 2016 when the Scottish 
Government entered into a new contract moving from the two bank model to a single 
NatWest bank account.  Overall the Board was found to have robust control systems 
and the report was given a low risk classification with three low risk recommendations 
covering the updating of Standard Operating Procedures to reflect the changes noted 
above; reminding staff about the correct use of petty cash and a process for the 
physical verification of the existence of assets. 
 
The internal auditor commented that the review provided positive assurance to the 
Committee that the Board’s core systems were operating effectively.  

  
6.2 Risk Management 

 
 The auditor noted that the Board had undertaken a significant amount of work over 

the past year to enhance its risk management arrangements including a new 
methodology for the management of risks.  The review had noted a number of areas 
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of good practice, particularly around the clear ownership of risks; assurance over the 
effectiveness of controls and controls for the mitigation of risks. 
 
Two medium risk findings were noted which would enhance the Board’s 
arrangements, these related to inconsistent control effectiveness assessment and the 
consistency and quality of corporate risk register documentation.  Examples of control 
descriptions were appended to the report to assist management in developing 
consistent descriptions. 
 
One of the Non-Executive Directors noted that the target implementation date for the 
completion of the actions was October 2016 and wondered whether this was an 
acceptable timeframe.  The auditor responded that they were comfortable with this as 
it would give management time to assess the documentation and develop consistent 
wording. 

  
6.3 NSI Service Report 

 
 This report had been carried out by the Independent Service Auditor, 

PricewaterhouseCoopers, to provide assurance on the control objectives to the NHS 
Boards on whose behalf NHS Ayrshire & Arran operate the National Single Instance 
(NSI) financial ledger services.  The auditor had provided an unqualified opinion.  One 
minor exclusion, relating to the length of the password field in the Real Asset 
Management system had been identified. This had subsequently been amended by 
management. 
 
The report was approved by the Committee.  The Director of Finance signed the 
management statement and the Independent Service Auditor’s Assurance report was 
signed by the Auditor.  The report would be circulated to the Directors of Finance for 
all NHS Scotland Boards and would be used as part of their annual accounting 
assurance process.  The external auditor noted that the report would be passed to 
their technical unit in case requests for additional assurance were received from any 
of the Boards. 

  
6.4 Internal Audit Plan 2016/17 

 
The draft plan, which had been received initially by the Audit Committee at its meeting 
in February 2016, had subsequently been widely circulated and subject to discussion 
by the Corporate Management Team and Integrated Governance Committee.  The 
auditor had taken note of comments arising, although these had mainly been around 
the timing of reviews, these had been reflected in the final plan being presented to this 
meeting.  The auditor noted that care had been taken to ensure that an even spread 
was achieved both in the areas of the Board being reviewed and the responsible 
Directors.  The Director of Finance noted that the Integrated Governance group had 
also looked at the spread of reports between the Governance groups. 
 
The plan was formally adopted by the Audit Committee.  The Chair reminded the 
auditors that any proposed changes to the plan should be approved by the 
Committee. 
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7. External Audit 
 

7.1 Internal Controls 
 
The external auditor explained that they were required to assess the key systems of 
internal control within the Board to gain assurance for the Financial Statements audit 
work.  Reliance had been placed on the previous year’s work and also on aspects of 
internal audit work.  Two risks requiring management consideration were identified 
during the review: 
 

 No independent check is undertaken on the input to the HR empower system.  
This point had been identified in the previous year and was expected to have been 
resolved by the implementation of e-ESS, however the delay to this 
implementation meant that the issue remained outstanding.  Management had 
considered the risk and believed that there was a review carried out within Payroll 
and that the cost of introducing a secondary check within Human Resources 
outweighed the likely cost associated with a potential error. 

 

 There were instances within the sample taken of control account reconciliations 
where there was no evidence of a secondary review by senior management.  
Management agreed to remind staff to ensure that all reconciliations are signed to 
confirm that the review has taken place. 

 
The auditor confirmed that the overall assessment was that the key controls within the 
Board’s financial systems were operating satisfactorily. 

  
8. Audit Scotland reports 
  
8.1 Changing models of Health and Social Care 

 
Audit Scotland’s Audit Manager, Performance and Best Value, outlined the aim and 
scope of the review, noting that it built on work undertaken in 2014 which looked at 
key pressures identified in demand and capacity.  The review also considered the 
main challenges required to deliver the Scottish Government’s 2020 vision for health 
and social care, assessing how NHS boards, councils and partnerships might deliver 
services differently to achieve the aim of providing care in more homely and 
community based settings.  The review considered case studies of care models which 
were emerging across Scotland and in other countries. 
 
Key messages which came out of the review were: 
 

 Tightening finances and the growing number of people with complex health and 
social care needs, particularly frail older people, mean that the current models of 
care are not sustainable. 

 Although there was evidence that new models of care were being developed in 
Scotland, changes were not happening fast enough and stronger leadership was 
needed from the Scottish Government.  The review had identified different 
approaches which had been developed but there was a lack of evidence of the 
impact and outcomes of these. 

 There was a need to do more locally and for NHS Boards, councils and integration 
authorities to have a better understanding of the needs of their local populations. 
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 In light of the findings from the review, Audit Scotland had made a number of 
recommendations to the Scottish Government, including consolidation of its plans and 
sharing of experience and long term planning.  It should also work to increase public 
awareness of why change was needed.   NHS Boards, councils and partnerships 
needed to ensure that they were working together to analyse local needs and develop 
long term approaches. 
 
The Chairman commented that the integration of health and social care was likely to 
be the biggest change in health and social care in a lifetime.  He believed that the 
availability of data and effective sharing of this was crucial as was the need for 
effective communication to ensure support for change both from the general 
population and from clinicians.  The Chairman also believed that identifying what was 
‘best practice’ was important; variations in the services offered in different areas could 
be a problem.  The Audit Manager was encouraged by the work of the Information 
Services Division in the area of data analysis and sharing of information but agreed 
that this was still an area where more work was needed.  Regarding regional 
variations, the Audit Manager believed that although more work was planned in this 
area, some variation would be acceptable. 
 
The Chief Executive suggested that variation in the delivery of services could be 
positive as long as the outcomes were the same; different communities required 
different solutions.  The Audit Manager agreed that defining and getting evidence for  
‘best practice’ was difficult which was why the review had focussed on case studies.  
The Chief Executive believed that it was important to really understand the data rather 
than allowing policy to be driven by ‘headline’ figures. 
 
The Director of Finance pointed out the difficulty of achieving the desired shift in the 
balance of healthcare from an acute to a more homely setting as evidenced by the 
projected increases in acute emergency bed days and admissions contained within 
the Audit Scotland report. 
 
The Audit Manager thanked Committee members for their feedback. 

  
8.2 Technical Bulletin  

 
The Director of Finance explained that the Health Section of the bulletin issued by 
Audit Scotland for the period January to March 2016 detailed the main changes to the 
previous year’s accounts manual: 

 The annual report portion would contain a performance report and an 
accountability report.  However, the content of the section would be broadly the 
same as previously. 

 2015/16 would be the first year in which the accounts would be consolidated in the 
Integrated Joint Boards (IJBs).  The Director of Finance noted that this would have 
a significant effect on the values as both the payments out to the IJB’s and the 
receipt of payments from the IJBs for services being purchased from the Health 
Board would be shown as transactions through the accounts.  The Committee was 
informed that the IJB’s would be preparing their own accounts and would be giving 
them to the Health Board for consolidation, they would therefore be received by 
the auditors later than those for the Health Board. 
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9 Fraud 
 

9.1 Counter Fraud and Fraud Liaison Update 
 
The Assistant Director of Finance provided committee members with an update of 
counter fraud activity since the previous meeting. 

  
9.2 Four referrals had been closed following consideration by Counter Fraud Services.  

Actions being taken by the Board arising from two of these were noted: 
 

 A report of items of medical equipment being sold on an auction website from an 
Ayrshire address instigated an investigation by CFS.  No links with NHS Ayrshire 
and Arran employees could be established and no losses of equipment were 
noted.  However, the investigation had highlighted some weaknesses in access 
control to an equipment store which would be investigated by management and an 
update on the findings brought back to the next Audi Committee meeting. 

Action:  Bob Brown 
 

 Operation Carbon had been formerly closed by CFS.  Progress against the action 
plan developed by Estates management to prevent a recurrence of this type of 
fraud had been monitored at previous Audit Committee meetings.  It was noted 
that all actions had been completed. 

  
9.3 An update on the status of ongoing investigations was outlined to Committee 

members. 
  
9.4 The Annual Fraud Prevention Plan  

 
Progress was noted.  The plan would form the annual report to Counter Fraud 
Services. 

  
9.5 The CFS monitoring report  

 
Progress was noted.  The newly issued report on ‘Operation Thyme’ had been added 
to the report and details of the recommendations would be added once management 
had considered their responses. 

  
9.6 Operation Thyme 

 
Counter Fraud Services had issued this report into an investigation which had started 
in 2013 into suspected irregularities under the Minor Ailment Service.  There were no 
instances identified in Ayrshire and Arran.  One of the Non-Executive Directors asked 
who monitored the Minor Ailment Service and was informed that this was part of the 
national Payment Verification process which sampled areas nationally and outliers 
were investigated. 
 
The report contained recommendations for the Scottish Government, Pharmacy 
Division, Practitioner Services Division and two to be considered by Health Boards – 
Directors of Pharmacy/Primary Care Leads.   
 
Counter Fraud Services believed that publication of the report gave the matter 
publicity and acted as a deterrent.   
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10. Governance 
  
10.1 Governance Statement 2015/16 

 
 Committee members noted that the letter from Scottish Government detailing the role 

of the Audit Committee in relation to the Governance Statement which referred to last 
year, remained extant for 2015/16.  The Director of Finance reminded Committee 
members that in previous years, the Committee had received copies of the assurance 
letters provided by Directors to the Chief Executive, along with the annual reports from 
each of the Governance Committees and letter of assurance from the Chief 
Executive.   Members agreed that this documentation remained appropriate and 
should be received at the June meeting to provide the Committee with assurance 
when reviewing the Governance Statement for 2015/16.   

  
10.2 Code of Corporate Governance 

 
 This paper was not received due to ongoing changes to the standing orders section 

which were not due to be confirmed until the following month.  The paper would be 
presented to the Audit Committee at its June meeting before being submitted to the 
Board. 

  
10.3 Corporate Risk Register 

 
 The Head of Occupational Health and Safety explained that the Corporate Risk 

Register had last been reviewed by the Risk Management Committee on 8th February 
2016.  The format had been revised and was now presented in four areas: 

 Section one - provided information on the risk management activities being 
undertaken to support the Risk Management Strategy 

 Section two – gave a high level summary of the Corporate Risk Register, including 
the ownership of each risk by Director and Governance Committee. 

 Section three – provided details about the existing controls, status and review date 
for each risk.  Committee members heard that this provided evidence of what was 
being done about each risk which was important for quality management. 

 Section four – contained details of risks of operational risks which were being 
reviewed for escalation to the corporate risk register. 

 
The Committee accepted the progress report and commended the work being done in 
this area.  

  
10.4 Tender exception report  

 
The Assistant Director of Finance reviewed the exceptions to the tender procedure 
which had been approved since the previous meeting.  The Assistant Director of 
Finance explained that six of these were renewals of service contracts which could 
only be carried out by the supplier of the original items. 
 
Committee members accepted the reasons given for the waiver of the tender 
procedure in each of these instances. 
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11. Annual Report 
  
 Committee members reviewed and approved the annual report on the work of the 

Audit Committee.   It was agreed that the report would be submitted to the Board at its 
meeting at the end of May. 

  
12. Any other competent business 

 
 There was none. 
  
13 Date of next meeting 

 
 The next meeting will take place on Monday 13th June 2016 at 2.15pm in Meeting 

Room 1, Ailsa Hospital. 
 
 
 
 
 
 
Approved by the Audit Committee on 13

th
 April 2016 

 
 
 
Signed (Chair): ..............................................................   Date:  ........................................................ 


