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Minutes of NHS Ayrshire and Arran Audit Committee Meeting  
held on Friday 16th June 2017 at 10.15 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  
Mrs Janet McKay, Non-Executive Board Member  

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

Services) 
Mr John Burns, Chief Executive 
Mrs Shona McCulloch, Corporate Business Manager 
Mr Derek Lindsay, Director of Finance 
 
Ms Kelly MacFarlane, PricewaterhouseCoopers 
Ms Lindsey Paterson, PricewaterhouseCoopers  
 
Mr James Corrigan, Deloitte 
Mr Pat Kenny, Deloitte 

  
 Mrs Frances Forsyth (Minutes) 
 
1. Apologies 

 
 Dr Martin Cheyne; Mr Robert Martin, Non-Executive Board Member;  

 
1.1 The Chair of the Committee noted that he had discussed membership of the 

Committee with the Chairman.  Additional non-executive members had been 
requested to address problems maintaining a quorum throughout the year. 
 

2. Declaration of interests 
  
 There were none 
  
3. Minutes of the meeting held on 3rd May 2017 
  
3.1 The minutes were approved as an accurate record of the meeting. 
  
4. Matters arising/Action Log 

 
4.1 Internal Audit - Car Park Management:  following concerns about some of the 

recommendations and management responses contained in the original report, the 
auditors had discussed their findings further with the Director of Corporate Services.  
A revised report had been agreed with management and was presented to the 
Committee at this meeting. 
 

Paper 15 



 

2 of 8 

4.2 Internal Audit – Services Review (ADOC):  The Director of Finance confirmed that he 
had forwarded the report to the East Ayrshire Integrated Joint Board Performance and 
Audit Committee.  The PWC auditor noted that she had attended a meeting of that 
group where the report had been discussed.   
 

4.3 Internal Audit – Information Governance:  The Chief Executive confirmed that Board 
policies were reviewed and re-issued where appropriate on an ongoing basis.  The 
action could be removed from the register. 
 

4.4 Internal Audit – Business Continuity Planning:  The Chief Executive confirmed that 
business continuity plans were discussed on an ongoing basis and that training was 
part of this.  The action could be removed from the register. 

  
5. Governance 

 
5.1 Risk Register 

 
 The progress against the sixteen strategic risks in the register was noted. 
  
5.2 Code of Corporate Governance 

 
 The Corporate Business Manager explained that the Code of Corporate Governance 

had been reviewed and amended as required.  Areas of most significant change were:  

 updating to reflect the integrated Clinical Governance Framework for Health and 
Social Care Partnerships 

 membership of Integrated Joint Boards  

 current risk management arrangements 
 
The revised code had been approved by the Integrated Joint Boards and by the 
Integrated Governance Committee and would be reviewed annually. 

  
6. Internal Audit 

 
6.1 Internal audit activity report 

 
The Board’s Chief Internal Auditor noted progress against the 2016/17 plan explaining 
that all reports had been delivered with the exception of the report on Public and 
Patient Engagement which was in draft.  The review of Workforce Planning had been 
postponed to 2017/18 at the request of management. 
 
Four reports were presented to the Committee, two had been classified as medium 
risk and two as low risk. 
 
The Chair asked whether a 60% completion rate for previous audit recommendations 
was satisfactory.  The Auditor responded that this was within accepted parameters 
and noted that, in addition to the 60% fully completed, a number of the 
recommendations had been partially completed.  The Auditor confirmed that she did 
not have any concerns about management overlooking previously agreed actions.  It 
was also noted that three of the recommendations not completed were in Consultant 
Job Planning which was a challenging area. 
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6.2 Car Park Management 
 
Following concerns raised at the previous Audit Committee about the original report, 
the auditors had further discussion with the Director of Corporate Services and 
revisions to both the recommendations and management responses had been 
agreed.  Audit Committee members noted that any changes to the way instances of 
inappropriate parking were dealt with would need the specific approval of the Board. 

  
6.3 Annual Internal Audit Opinion 

 
The Head of Internal Audit explained that the Public Sector Internal Audit Standards 
require that an annual opinion be provided based on the work performed during the 
year, on the overall adequacy and effectiveness of the Board’s framework of 
governance, risk management and control.  The Head of Internal Audit confirmed that  
the completion of 332 of the originally planned 350 audit days provided sufficient 
evidence for ‘reasonable’ assurance to be provided that there were no major 
weaknesses in the system of internal control. 
 
The audit opinion provided was ‘Generally satisfactory with some improvements 
required’, which was the expected categorisation in view of the size of the 
organisation and that audit the programme was based on the main risks within the 
Board. 
 
During the year, 18 reports had been issued, only one of which, relating to the 
Transformation Programme, had been rated as high risk. 
 
An analysis of follow-up work on previous audit recommendations formed part of the 
report and as previously noted, the Head of Internal Audit had no concerns regarding 
progress.  The Chair pointed out that an action contained in the Theatre Stock 
Management report was still outstanding and questioned whether this was 
acceptable, given the previous fraud which had taken place in relation to theatre 
stock.  The Director of Finance explained that the previous incident had taken place in 
the Decontamination Unit which was unrelated to the theatre stock reviewed by the 
report in question. 

  
7. Internal Audit reports for Information 
  
7.1 Prevent Duty 

 
 The Auditor explained that the purpose of the review was to assess the Board’s 

progress in implementing the Prevent duty established in the Counter-Terrorism and 
Security Act 2015, including governance, monitoring and staff training.  A number of 
areas of good practice were noted including clear and concise training for staff, wide 
communication of the Prevent policy within the Board and close working with all 
partners.  However, the report contained one medium and two low risk 
recommendations giving an overall low risk classification.  The review noted that, 
although management had decided to incorporate its Prevent Strategy into existing 
adult and child protection policies, this had not been formally approved by the NHS 
Board or an appropriate sub-committee.  Management had accepted all 
recommendations and provided action plans to implement. 
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The Chair questioned whether the Board’s decision not to have a formal Prevent 
Strategy document complied with Scottish Government guidance that ‘bodies must 
have regard to any guidance issued to them by the Secretary of State in relation to 
their duty’ (under the Counter Terrorism and Security Act).  The Head of Internal Audit 
responded that she was satisfied that the Board had complied with guidance and the 
recommendation in the review was that the decision about how this was implemented 
needed formal recognition by Board members.   
 
The Chief Executive agreed to discuss with the Nurse Director which was the most 
appropriate route for decisions relating to the Prevent Strategy; resilience would 
usually fall under the remit of the Healthcare Governance Committee. 

Action:  John Burns 
  
7.2 Procurement 

 
 The audit had been conducted to review the Board’s response to recent changes in 

legislation and to consider the design and operation of key controls around 
procurement. 
 
The report had been classified as medium risk following the identification of two 
medium risk findings relating to the documentation of decisions and retention of 
documentation around the basis for anticipated savings.  Three low risk findings were 
also noted.  Management had identified actions to address all findings. 
 
The report would be referred to the Performance Governance Committee for 
monitoring. 

  
7.3 HR Functions and Processes 

 
 The Auditor explained to committee members that the objective of the review had 

been to look at how Mandatory and Staff Training (MAST) and the Performance and 
Development Review (PDR) systems were operating as part of the Board’s agreed 
‘People Strategy’.  Two medium risk recommendations were made, these related to 
ensuring that the PDR process was consistent throughout the organisation and 
compliance rates reported appropriately.  The review noted that the eKSF process 
was not being utilised effectively due to a lack of understanding by staff.  The second 
recommendation was around the transfer of data from LearnPro to Empower related 
to MAST compliance. 
 
Five low risk recommendations were also made.  The Chair believed that good 
progress had been made by the Board in MAST compliance, reflecting its recognition 
of the importance of valuing staff and their development. 
 
The report was classified as medium risk and would be referred to the Staff 
Governance Committee. 

  
7.4 Compliance - Immunisation 

 
 The Auditor explained that immunisation programmes are set nationally by the 

Scottish Government and that the purpose of the review was to assess the design and 
operating effectiveness of the key controls in place around the governance, 
monitoring and reporting of the programme within the Board. 
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Two low risk findings were noted giving the report an overall low risk categorisation.  
The Report was referred to the Healthcare Governance Committee. 

  
8. Annual reports from Governance Committees 
  
8.1 Healthcare Governance 

 
The report was noted. 
 

8.2 Information Governance 
 
The Director of Finance pointed out that he had been assigned the role of Senior 
Information Risk Owner and that a detailed programme of work was underway to 
implement the Records Management Plan. 
 

8.3 Staff Governance 
 
The report was noted. 
 

8.4 Performance Governance 
 
The Director of Finance reminded committee members that the function of the 
Performance Governance Committee included an overview of the budget setting 
process.  A significant change during the year had been the introduction of Covalent to 
monitor performance against HEAT targets. 

  
9. Service Audits 

 
The Assistant 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.  
Both service audit reports had been approved by the Audit Committee for National 
Services Scotland prior to distribution to all Boards and had been shared with the 
Board’s External Auditor. 

  
9.1 NSS National IT Services 

 
The Assistant Director of Finance explained that IT services are largely provided by 
ATOS under a national contract.  The service audit had reported that controls were 
working effectively. 

  
9.2 NSS Practitioner Services  

 
The report was provided for information and assurance.  
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10. Payment Verification 
 

10.1 Payment Verification Protocols 
 
Audit Committee members were provided with a full copy of the revised payment 
verification protocols (DL (2017) 11), in line with the Scottish Government request that 
Audit Committees have sight of the protocol. 
 

10.2 Payment verification annual report 
 
Committee members received the report detailing local activity in conjunction with 
Practitioner Services Division to ensure the validity of Family Health Service 
Payments totalling around £100 million in 2016/17.  It was noted that one investigation 
had been initiated following a dental practice review. 

  
11. Governance Statement 

 
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 
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 Governance Statement had also been reviewed by the External 
Auditor. 
 
The Chief Executive believed that he had received the necessary assurance to sign 
the Governance Statement and the Audit Committee had no additional areas they 
wished to be reflected in the Governance Statement. 

  
12. Statutory Annual Accounts 

 
12.1 Annual accounts for NHS Ayrshire and Arran – 2016-17 

 
The Director of Finance explained that the Board had achieved its financial targets for 
the year and highlighted the following points: 
 

 2016/17 was the second year in which the Board’s accounts included the 
consolidation of transactions with the three Integration Joint Boards.  £400 million 
was shown going in and out of the accounts under the commissioning process; 

 This was the first year that the Scottish Government included within the Health 
Board allocation, an earmarked allocation for social care, amounting to £19.33 
million.  The Board was required to pass this on in full, to the Integration Joint 
Boards; 

 Increased liability in relation to clinical negligence claims resulting from a change 
at UK level to the discount rate which meant that settlement costs would be higher; 

 Staff costs rose by £19.5 million in 2016/17 compared to the previous year, against 
£10 million of extra funding available.   Almost £7 million of this related to the 
increase in national insurance costs and £3.5 million to an increase in agency staff 
costs, there was also an increase in the whole time equivalent establishment.  
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It was noted that transactions with the Integration Joint Boards had taken turnover for 
the year to around £1 billion.  The External Auditor noted that these transactions had 
been taken into account when setting the level of materiality. 
 
Committee members thanked all staff involved in the preparation of the accounts and 
approved them for submission to the Board. 

  
12.2 Supporting documentation to the Annual Accounts 

 
The Scottish Financial Returns (SFR’s) were provided to the Committee for 
information but did not form part of the audited accounts. 

  
12.3 SFR 19  

 
The PricewaterhouseCoopers report of factual findings in connection with agreed 
procedures on the SFR 19.0 return for 2016/17 was received. 

  
13. External Audit 

 
13.1 Letter of representation 

 
 The external auditor explained that this was a standard letter to be signed by the 

Accountable Officer following approval of the accounts by the Board.  No significant 
risks had been identified by the Auditor and therefore the letter was presented to the 
Audit Committee for information only. 

  
13.2 Annual report 
  

The Board’s External Auditor explained that final quality checks were being carried out 
on the Annual Accounts but that he anticipated being able to provide an unqualified 
opinion on the financial statements for 2016/17. 
 
Committee members were informed of the main responsibilities of the external auditor 
as set out in the Code of Audit Practice.  The Auditor noted the significant risks facing 
the Board in relation to compliance with expenditure resource limits; valuation of 
property assets; and management override of controls and summarised the work 
which had been done.  One uncorrected misstatement had been identified which was 
immaterial.   
 
The Auditor confirmed that they had reviewed the annual report with reference to the 
format and content set out in the Government Financial Reporting Manual and 
confirmed that the performance report; accountability report, including the governance 
statement; remuneration and staff reports had all been prepared in accordance with 
the accounts direction. 
The importance of the Transformational Change Improvement Plan to the financial 
sustainability of the Board was noted, particularly in relation to the recurring deficit of 
£13.2 million.  The Auditor emphasised the need for benefits realisation and change 
management to ensure savings were achieved.  
 
Financial management was found to be well controlled and robust and governance 
arrangements were operating effectively with a transparent decision making process. 
The Board also has appropriate arrangements for the prevention and detection of 
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fraud and corruption.  A well established performance management framework is in 
place and the Board had reported an improved performance against Local Delivery 
Plan targets. 
 
The auditor thanked the Finance staff for their assistance during the review of the 
annual accounts. 

  
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 Chair agreed to sign a letter on behalf of the 
Audit Committee in which it was stated that they were not aware of any significant 
issues of fraud which had arisen during 2016/17. 

  
14.2 Annual audit assurance statement to the Ayrshire and Arran Board 

 
 The Director of Finance explained that the Audit Committee was required to provide 

an assurance statement to the Board in respect of audit work conducted around 
internal controls to allow the approval of the Annual Accounts.   
 
The Committee agreed that the statement was a true reflection of the position and 
approved submission of the statement to the Board. 

  
15 Tenders 

 
15.1 Tender exception report 

 
The Assistant Director of Finance explained that two exceptions to the tender 
protocols had been approved since the previous meeting.  One related to a 
requirement to maintain standardisation in equipment, the other was an interim 
arrangement pending a National Procurement tender. 
 
The Committee was satisfied that the exceptions presented were appropriate. 

  
16. Any other competent business 

 
 There was none. 
  
17. Date of next meeting 

 
 The next meeting will take place on Wednesday 6th September 2017 at 14:15 in 

meeting room 6, Education Centre, University Hospital Ayr. 
 
 

Approved by Chair of the Committee:   
 
 
................................................................      Date:  ............................................ 


