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Minutes of NHS Ayrshire & Arran Audit Committee Meeting  
held on Monday 13 June 2016 at 14.00 hours in Meeting Room 1, Eglinton House, 
Ailsa Hospital 

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

Mr Stewart Donnelly, Non-Executive Board Member   
Ms Claire Gilmore, Non-Executive Board Member   
Mr Robert Martin,  Non-Executive Board Member   

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

and Shared Services) 
Mr John Burns, Chief Executive  
Mrs Vicki Campbell, Corporate Business Manager 
Mr Derek Lindsay, Director of Finance 
 
Ms Lindsey Paterson, PricewaterhouseCoopers  
 
Mr Mark Laird, Audit Scotland 
Mr David Jamieson,  Audit Scotland  
Ms Fiona Mitchell-Knight, Audit Scotland 
 
Mr Pat Kenny – Deloitte 
Maureen Leonard – South Ayrshire IJB 
Craig McArthur – East Ayrshire IJB 

  
 Mrs Frances Forsyth (Minutes) 
 
1. Apologies 

 
 Cllr. Douglas Reid, Non-Executive Board Member. 
  
2. Declaration of interests 
  
 There were none 
  
3. Minutes of the meeting held on 13th April 2016 
  
3.1 The minutes were approved as an accurate record of the meeting. 
  
4. Matters arising/Action Log 

 
4.1 
 
 

Counter fraud:  it was noted that a meeting between the South IJB Locality Manager 
and Health Board was planned for later in the month to discuss the proposal that the 
Community Store be hosted by the IJB for all Ayrshire partners. 

  

Paper 17 
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5. Governance 
 

5.1 Risk Register 
 
The Audit Committee received a complete copy of the Corporate Risk Register and 
noted the work being undertaken to support the Risk Management Strategy; 
particularly with regard to improvements which had been made to the Datix system.  
The Corporate Risk Register was reviewed; there was one risk which was classified 
as ‘very high’ risk, this related to a lack of medical staff.  Details of actions being taken 
to minimise the cost of agency had been received by the Performance Governance 
Committee.  The Director of Finance noted that the risk relating to unbudgeted costs 
for equal pay had been downgraded because provision for equal pay claims had been 
accounted for within the annual accounts.  Risks relating to achieving a balanced 
budget and efficiency savings would be upgraded in view of the budget forecast for 
2016/17, this had also been discussed by the Performance Governance Committee at 
its meeting the previous week. 
 
The Audit Committee acknowledged that the report provided a good level of detail and 
overview of the work being undertaken and approved the Corporate Risk Register for 
presentation to the Board. 

  
5.2 Code of Corporate Governance 

 
The Corporate Business Manager explained that the Code of Corporate Governance 
was reviewed annually.  Changes made in March 2016 included the following 
amendments: 

 Scheme of Delegation - to include the Health and Social Care Partnerships 

 Counter Fraud Policy and Action Plan  

 Revisions to the Standing Financial Instructions to reflect new procurement limits 

 An updated risk management section, (this section would be updated throughout 
the year).   
 

Committee members heard that a parallel review of governance arrangements had 
taken place in the Health and Social Care Partnerships.  A governance framework had 
been developed which, once approved, would be integrated into the Code of 
Corporate Governance. 

  
6. Internal Audit 

 
6.1 Internal audit activity report 

 
The Board’s internal auditor explained that, with the exception of the Car Park 
Management report, which had been deferred by management, all reviews in the audit 
plan for 2015/16 had been completed.  Ten ‘contingency’ days included in the 2015/16 
plan had not been used.  Management were discussing with the auditors whether 
some contingency days from the 2016/17 plan should be used to conduct a review of 
cash controls in locations where salaried dental services were operating.  The Director 
of Finance explained that this area was being considered because there had been a 
reduction in the amount of income from these services over recent years. 
 
The four remaining reports from the 2015/16 plan were presented to the Committee 
with an overview provided by the internal auditor. 
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6.2 Business Continuity Planning 

 
This report had been classified low risk, the Board was commended for its work in this 
area, particularly in view of the increased complexities arising from the integration with 
Health and Social Care.   
 
The Audit Committee would monitor progress against actions in this report. 

  
6.3 Annual Internal Audit Opinion 

 
The opinion provided by the Internal Auditor on the basis of the work undertaken in 
the areas of Governance, risk management and control was ‘generally satisfactory 
with some improvements required’.  The Auditor explained that this was a good 
position when compared to other clients.   
 
The Chair thanked the auditor for the work conducted throughout the year. 

  
7. Internal Audit reports for information 
  
7.1 Integrated Joint Board Governance Arrangements 

 
A number of instances of good practice in governance and reporting arrangements 
were noted.  The Auditor felt that integration arrangements were well established in 
Ayrshire & Arran in spite of the challenges of working with three different Local 
Authorities.  Three low risk recommendations had been made for which management 
actions had been agreed. 
 
The report would be forwarded to the Performance Governance Committee for 
monitoring. 

  
7.2 Building for Better Care 

 
The objective of the review had been to evaluate the design and operation of the 
controls in place regarding the service redesign associated with the Building for Better 
Care project at University Hospitals Ayr and Crosshouse.  The auditor noted that this 
was a complex area.  There had been several instances of good practice and also two 
areas for management attention which had been classified as medium risk.  
Assumptions made in the business case around bed requirements needed to be 
reviewed in light of the higher than anticipated demand.  Management had confirmed 
that a reconfiguration exercise was being undertaken with Health and Social Care 
Partners with a timescale of June – August 2016.  The second risk related to the 
difficulty the Board faced recruiting staff to ensure the Combined Assessment Units 
worked as intended; the Board had reflected this in the Corporate Risk Register and 
were monitoring recruitment closely.   The Chief Executive commented that the 
requirement to reduce geriatric beds at Crosshouse was a key challenge which 
needed to be addressed through transformational change. 
 
The report would be passed to the Performance Governance Committee for 
monitoring. 
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7.3 Consultant Job Planning 
 
This report was classified as high risk.   The Auditor acknowledged that working within 
the national frameworks was complicated.  The review had noted one high risk 
relating to the lack of consistency in the completion of the job planning process as well 
as three medium risks; inconsistent job planning information to General Managers; an 
absence of an evidence based approach to assess job plan delivery; inconsistent 
detail and time allocations within job plans.   The Chief Executive commented that 
achieving the objectives of the consultant contract specified by the Scottish 
Government was challenging for all Boards, discussions had been taking place 
between NHS Chief Executives and the BMA and guidance around embedding the job 
planning process was anticipated.  The Auditor was pleased to note that there had 
also been some areas of good practice. 
 
The report would be monitored by the Staff Governance Committee. 

  
8. Annual reports from Governance Committees 

 
8.1 The Committee received annual reports from each of the Governance Committees; 

Healthcare, Information, Staff and Performance.  A Non-Executive representative from 
each of these Committee’s confirmed that there were no areas of concern to highlight 
to the Audit Committee. 
 
The Audit Committee noted the reports acknowledging their role in providing 
assurance to the Committee in its review of the Governance Statement. 

  
9. Service Audits 

 
The Director of Finance explained that the service audit reports were received in order 
to provide assurance that the services provided to the Board by National Services 
Scotland (NSS) for IT services and through Practitioner Services Division (PSD) were 
being operated correctly, as part of the annual accounts process. 

  
9.1 NSS National IT Services 

 
National Services Scotland have a contract with ATOS for the provision of IT services.  
The Audit Committee noted the findings, none of which were high risk.   The Executive 
Summary provided assurance that there were adequate controls in place. 

  
9.2 NSS Practitioner Services 

 
The Director of Finance pointed out that Practitioner Services Division was an early 
example of shared services.  The review sought to provide assurance that the 
payments being made to Family Health Service practitioners on behalf of the Board 
were operating correctly.  No high risk findings had been noted. 
 
Audit Committee members took assurance from both of these reports. 

  



 

5 of 9 

10. Payment Verification 
  
10.1 Payment Verification Protocols 

 
Audit Committee members were provided with a full copy of the revised payment 
verification protocols (DL (2016) 11), in line with the Scottish Government request that 
Audit Committees have sight of the protocol. 

  
10.2 Payment verification annual report 

 
The Director of Finance explained that the report provided the Committee with details 
of the work carried out throughout the year to verify that the £184 million paid to 
Family Health Service independent contractors (GPs, Dentists, Pharmacists, 
Ophthalmologists) on behalf of NHS Ayrshire and Arran were correct.  These 
payments would be shown in the Board accounts and for the Integration Joint Boards.   
 
The process comprised of a quarterly monitoring regime for each contractor group.  
Random practice visits were carried out in 5% of General Medical practices and three 
Ophthalmic practices had received routine random visits, no significant concerns were 
noted.   
 
A practice review in Dental Services had led to an investigation, which was ongoing, 
for claims in relation to precious metal.   
 
Within Pharmaceutical Services a national review by Counter Fraud Services into the 
Minor Ailment Service had been reported on previous occasions to the Audit 
Committee.  £20,000 had been recovered, mainly in relation to the small pack 
endorsing of Gaviscon liquid. 
 
The Committee noted the work carried out throughout the year to monitor the 
payments to contractors providing Family Health Services. 

  
10.3 Patient Exemption Checking 

 
The Assistant Director of Finance explained that the Counter Fraud Service (CFS) 
took a sample of patient payment exemption claims on an annual basis from which a 
statistical analysis of fraud / error was calculated.  The estimated fraud/error figure for 
Dental services was £516,000, this was lower than the previous year and lower than 
the national average.  The estimated level for Ophthalmology services was marginally 
above the national average.  One of the Non-Executive Directors asked why fraud 
couldn’t be separated from error.  The Assistant Director of Finance responded that 
this was because it would involve looking at each individual case where a claim 
originally noted as ‘exempt’, had subsequently been paid. 

  
11. Governance Statement 
  
11.1 Assurance from the Chief Executive 

 
The Chief Executive noted that the Governance Statement listed the areas he had 
reviewed in order to gain the assurance required to sign off the Governance 
Statement.  Letters received from each of the Directors provided assurance that 
appropriate control mechanisms were in place in their area, (copies of the letters were 
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provided for information to Committee members).  The annual reports from each of 
the Governance Committees also provided assurance around the governance within 
the Board.   
 
The Chief Executive explained that the statement reflected changes which had 
occurred during the year.  It highlighted the risks around locum doctors and made  
disclosures about breaches to the Treatment Time Guarantee and to a breach of the 
Health and Safety at Work act which had led to a tragic incident at University Hospital 
Crosshouse.   
 
The Chief Executive believed that he had received the necessary assurance to sign 
the Governance Statement. 

  
12. Statutory Annual Accounts 
  
12.1 The Director of Finance noted one change to the accounts at note 2(a) – Staff Costs 

where £100,000 had been shown for the compensation for the loss of office or early 
retirement for Executive Board members, this figure should have been deducted from 
the amount shown for the same category for permanent staff.  The adjustment would 
be made to the accounts prior to their submission to the Board. 
 
Audit Committee members heard that the format of the narrative section of the 
accounts had been amended in line with an Audit Scotland report on good practice.  
The narrative now comprised a Performance Report and an Accountability report, the 
latter amalgamated many of the previous forms and certificates resulting in the 
requirement for fewer signatures.   The remuneration report was part of the 
Accountability report and now included a staff report which contained more detail than 
in previous years. 
 
The Director of Finance highlighted the effect the amalgamation of the three 
Integration Joint Boards and Endowment fund had on the accounts. 
 
Audit Committee members approved the accounts for presentation to the Board on 
21st June 2016. 

  
12.2 Supporting documentation to the Annual Accounts 

 
These documents provided more detail around the figures included in the accounts 
but did not form part of the audited accounts.   

  
12.3 SFR 19 

 
SFR19 shows patient private fund balances totalling around £614,000, and is subject 
to a specific audit of patient’s funds by PricewaterhouseCoopers.  Responding to a 
question about the nature of these, the Director of Finance explained that the funds 
largely belonged to long stay mental health patients who had inherited money from 
their families. 

  
13. External Audit 
  
13.1 ISA 260 ad ISA 580 
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The Assistant Director (Audit Services) for the Board’s external auditors explained that 
the letter, addressed to the Audit Committee, was designed to bring attention to any 
matters which were outstanding before the completion of the annual accounts.   The 
Committee heard that an unqualified audit opinion would be provided and that the 
Chief Executive would be asked to sign the Letter of Representation following the 
Board meeting on 21st June 2016. 

  

13.2 Annual report to the Audit Committee 
 
The Assistant Director (Audit Services) explained that the report compiled by Audit 
Scotland as external auditors to NHS Ayrshire and Arran, was addressed both to the 
Board and to the Auditor General who used the reports from each Board to compile 
national intelligence about the state of finances and any significant issues which 
required to be presented to Parliament for discussion. 
 
The Audit Committee noted the key messages highlighted in the report: 

 An unqualified audit opinion has been provided on the 2015/16 financial 
statements 

 Similar to the findings of Internal Audit, strong governance arrangements had been 
noted in the Board. 

 All financial targets had been met in the year 

 Financial pressures were challenging 
 
The Auditor highlighted significant findings from the audit which they had to note in 
accordance with ISA260: 
 

 Prepayment of public holidays - the Board had recognised a prepayment of £1.064 
million in the balance sheet, representing the costs of two Easter public holidays 
which occurred in the financial year but were part of the holiday entitlement for the 
following year.  The Auditor explained that the Director of Finance had discussed 
the proposal to treat this as a prepayment both with the Board and External 
Auditors at an early point and that Audit Scotland had agreed that a leave 
prepayment was appropriate if staff were in a leave deficit position at the year end.  
The Auditor understood that the motivation was to move costs in order to achieve 
financial balance.  However, in view of the fact that the HR Director had confirmed 
that the Board would not retrieve any costs if a staff member took both Easter 
public holidays in 2015/16 and subsequently left in 2016/17, recognising this as a 
prepayment at 31 March was not appropriate because there was no asset or 
benefit due to the Board.  The external auditor had discussed this with the Audit 
Scotland technical unit and ascertained that no other Board was taking this 
approach.  The Auditor therefore informed the Board that inclusion of the 
prepayment represented non compliance with accounting regulations.  The 
Director of Finance had removed the pre-payment from the accounts.  The 
Director of Finance had discussed the matter with the Scottish Government and 
obtained an additional ‘Annually Managed Expenditure’ allocation of £1.064 million 
to allow the Board to remain within financial balance at the year end. 

 
Audit Committee members questioned some wording used in the Annual Report in 
relation to the treatment of the public holidays.  The Chair confirmed that the report 
was an Audit Scotland report and the Board would accept the conclusions.  The 
Assistant Director (Audit Services) agreed to slightly amend the working. 
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 The recommendations and action plans within the report were discussed. 
 

 Equal pay claims – a specific liability for these claims had been recognised by the 
Scottish Government and funding provided to cover this which had been included 
in the accounts allowing the matter to be closed. 

 

 Integration Joint Boards – the impact of including accounts for these boards was 
noted, different timescales for the production of accounts had meant that the audit 
had been based on their unaudited accounts.  An additional sentence to reflect this 
would be added to the External Audit annual report. 

Action:  Fiona Mitchell Knight 
 
Governance and transparency -  this area was found to be strong in Ayrshire & Arran. 
 
Best Value – Ayrshire and Arran was commended for completing the work to establish 
the Integration Joint Boards ahead of other Boards, however the impact of the change 
to the service had yet to be seen. 
 
Performance Management framework – good practices were in place. 
 
The Committee noted the recommendations and management responses. 
 
The Chair thanked Audit Scotland for their work as external auditors to the Board for 
the past three years. 

  

13.3 External Auditors – 2016/17 
 
The Audit Committee noted the letter from the Auditor General for Scotland notifying 
the Board of the appointment of Deloitte as its auditor for the financial years 2016/17 – 
2020/21.  Pat Kenny from Deloitte indicated that they would start the planning for 
2016/17 audit soon. 

  

14. Assurance 
  
14.1 Statement of significant issues and draft response on behalf of NHS Ayrshire and 

Arran’s Audit Committee 
 
The Director of Finance explained that the Audit Committee of the Scottish 
Government required a letter detailing any significant issues which the Board 
considered to be of wider interest.  The proposed letter was reviewed by the 
Committee following which the Chair agreed to sign the letter on their behalf. 

  
14.2 Annual audit assurance statement to the Ayrshire and Arran Board 

 
The Director of Finance explained that the assurance was based on the reports 
received by the Committee, including the annual reports from Internal and External 
Audit and the assurance from the Chief Executive.   
 
The Committee agreed that the statement was a true reflection of the position and 
approved submission of the statement to the Board. 
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15. Tenders 
  
15.1 Tender register report 

 
The Assistant Director of Finance noted that there had been seven exceptions to the 
tender procedure; the Committee was satisfied that due process had been completed. 

  
16. Any other competent business 

 
 There was none. 
  
17. Date of next meeting 

 
 The next meeting will take place on Wednesday 14th September 2015 at 2.15pm in 

room 1, Eglinton House, Ailsa Hospital. 
 
 
 
Approved by Chair of the Committee:   ................................................................ 
 
Date:     ................................................................. 


