
 
Minutes of NHS Ayrshire and Arran Audit Committee Meeting  
held on Monday 15th June 2015 at 10.00 hours in Meeting Room 1, Eglinton 
House, Ailsa Hospital 
 
Present Mr Alistair McKie, (Chair) Non-Executive Board Member 

Dr Kirsty Darwent, 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  
Mr Derek Lindsay, Director of Finance 
 
Ms Lindsey Paterson, PricewaterhouseCoopers  
Ms Gillian Collin, PricewaterhouseCoopers 
 
Mr Mark Laird, Audit Scotland 
Mr David Jamieson,  Audit Scotland  
Ms Fiona Mitchell-Knight, Audit Scotland 
 
Mr Hugh Currie, Head of Occupational Health and Safety (item 5) 

  
 Mrs Frances Forsyth (Minutes) 
 
 
1. Apologies 

 
 Mr John Callaghan, Non-Executive Board Member; Cllr. William Gibson, Non-

Executive Board Member; Mrs Janet McKay Non-Executive Board Member;   
Cllr. Douglas Reid, Non-Executive Board Member. 

  
2. Declaration of interests 
  
 There were none 
  
3. Minutes of the meeting held on 29th April 2015 
  
3.1 The minutes were approved as an accurate record of the meeting. 
  
4. Matters arising/Action Log 

 
4.1 
 
 

The Chair notified the Committee that he would be working with Jenny Copeland, 
Organisational Development Manager over the summer to organise a workshop for 
Audit Committee members to complete the self assessment checklist contained in the 
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 Audit Committee Handbook, and extended an invitation to the auditors if they wished 
to attend the workshop. 
 

4.2 Maternity pay for Non-Executives 
 
The Chief Executive updated the Committee on developments which had taken place 
since the issue of maternity pay for Non-Executives had been discussed at the Audit 
Committee in April.  The Board now had sight of a letter from HMRC referring to a 
maternity pay in the Scottish Police Authority.  In the opinion of HMRC the payment of 
maternity pay to Non-Executives was appropriate. 

  
5. Risk Register 

 
5.1 The Head of Occupational Health and Safety noted that the format of the register had 

been agreed and included some minor changes to the version previously submitted to 
the Audit Committee.  These changes included more detail in the Assurance 
Statement regarding control measures and the effectiveness of action plans.  It was 
noted that each of the Governance Committees had received the sections relevant to 
their remit.   
 
The Committee commended the work done in updating the risk register and approved 
the Corporate Risk Register for submission to the Board. 

  
6. Internal Audit 

 
6.1 Internal audit activity report 

 
The Board’s internal auditor explained that planning and scoping work had 
commenced for the 2015/16 programme of work and that fieldwork for three of the 
reviews was underway. 
 
One refinement to the original plan was proposed following discussions between the 
auditors and Head of eHealth.  A review of IT security was included in the original plan 
but due to similar work having been undertaken in recent years it was proposed that 
the focus be on Program Controls instead. 
 
The Chair and Non-Executive Directors discussed this proposal with the auditors and 
agreed the change.  However, the Chair asked that if there were any future 
amendments to the agreed programme the Committee should receive a submission 
from the lead Director stating the reasons for the change.    The Chair confirmed that 
as a principle, substantial changes to the audit plan required full approval of the Audit 
Committee.  

  
7. Annual reports from Governance Committees 

 
7.1 Healthcare Governance 

 
The Chair of the Healthcare Governance Committee explained that they had 
considered a number of areas throughout the year, concentrating on those which 
were of high risk to the organisation.  Future priorities had been identified as the 
integration of Health and Social Care and Effective Discharge Planning as both areas 
held potential risks for the Board.    

  
7.2 Information Governance 
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One of the Non-Executives who was a member of the Information Governance 
Committee referred to the extensive work undertaken by the Committee as outlined in 
the report.  An area of particular focus had been the issues raised in an internal audit 
report in 2013/14 around which the Committee had received a letter from the Chair of 
the Audit Committee expressing concern about the lack of progress in addressing 
audit points. 

  
7.3 Staff Governance 

 
The Chief Executive summarised the work of the Committee, noting that its work had 
focussed around ensuring appropriate actions were taken following the results of the 
staff survey; progressing mandatory and statutory training as well as looking at wider 
issues of staff safety and wellbeing.  It was noted that this work was underpinned by 
the principles contained in the Scottish Government Health and Social Care Guidance 
and the Staff Governance Standard. 

  
7.4 Performance Governance 

 
The Performance Governance Committee Chair explained that the focus for this 
group had been the monitoring of HEAT targets; the integration of health and social 
care and financial performance.  In relation to financial performance, the Committee 
believed that the Board’s Executive team had performed well in difficult 
circumstances, managing to carry out a lot of work to improve performance against 
the HEAT targets.  The Committee had also supported the Executive Team’s decisions 
where it had been necessary to refer difficulties to the Scottish Government and had 
been satisfied that a difficult financial position was being constructively challenged 
and scrutinised. 

  
8. 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) and Practitioner Services Division (PSD) were being operated 
correctly, as part of the annual accounts process. 

  
8.1 NSS National IT Services 

 
A detailed review of the IT Services provided to the Board by National Services 
Scotland had been carried out.  Members of the Audit Committee received a summary 
of the report and noted that no high risks points had been identified. 

  
8.2 NSS Practitioner Services 

 
A similarly detailed review of the service provided to the Board by Practitioner 
Services Division had also been carried out and a summary provided to the Audit 
Committee confirming an unqualified audit opinion and no high risks. 
 
Audit Committee members took assurance from both of these reports. 

  
 
 

9. Payment Verification 
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9.1 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 an 
estimate of the fraud / error rate was calculated.  It was noted that there had been a 
change to the CFS write-off policy in 2014 resulting in an increase in the number of 
debts written off while aged debts are cleared.  The CFS believed this was a possible 
cause of an increase in the estimated potential fraud/error figure for the year.   NHS 
Ayrshire and Arran’s share of this potential fraud / error figure remains proportionally 
the same as in the previous year; £640,000 for dental and £213,000 for Ophthalmic.  
These figures are quoted in the Board’s annual accounts. 

  
9.2 Payment verification annual report 

 
The Director of Finance stated that there were four Primary Care Streams; Dental, 
Ophthalmic, Pharmacy and Medical each receiving significant payments.   The report 
summarised the checks done by NHS Ayrshire and Arran and Practitioner Services 
Division on what had been paid to practitioners throughout the year.  Quarterly 
meetings are held between Practitioner Services Division, primary care and finance 
staff for each of the four contractor groups where payment patterns and ‘outliers’ are 
examined, random practice visits were also undertaken.  It was noted that there had 
been a relatively small amount recovered as a result of this process during 2014/15. 
 
One of the Non-Executive Directors asked whether there was a need for random visits 
because of the absence of ‘outliers’ this year.  The Director of Finance confirmed that 
an explanation is sought for any outliers of more than 5% against the Quality and 
Outcomes Framework (QOF) and in addition 5% of GP practices were selected at 
random for a QOF review and a further 3% were visited related to wider payment 
verification. 

  
10. Governance Statement 
  
10.1 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.  One of these areas was the receipt of letters from each of the Directors 
providing assurance that appropriate control mechanisms were in place in their area.  
The letters were provided for information to Committee members who agreed that it 
was helpful to have sight of them. 
 
The Director of Finance noted that the Governance Statement was developed in 
conjunction with the External Auditors and had been reviewed by them. 
 
The Chief Executive confirmed that he was confident that the evidence presented 
gave him the necessary assurance to sign the Governance Statement. 

  
11. Statutory Annual Accounts 
  
11.1 The Director of Finance reminded Audit Committee members that the Annual 

Accounts were for their consideration and comment prior to presentation to the Board 
on 23rd June 2015.  The Committee were told that the year end outturn was £346,000 
surplus which would be carried forward to 2015/16 and that the Board had met its 
financial targets for 2014/15. 
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The Director of Finance explained that, although the format for the presentation of the 
figures was dictated by the Scottish Government and the statutory template would be 
returned to them, efforts had been made to make the published accounts more 
readable.   Audit Scotland had provided a ‘good practice’ note which had helped to 
improve the presentation of the accounts and had also reduced the length of the 
document.  The reduction in size had also been assisted by the removal of the 
Scottish Financial Returns (SFR) which did not form part of the audited accounts and 
had therefore been separated into a supporting document.   
 
Looking at the Management Commentary at the beginning of the accounts, the 
Director of Finance noted the sections as follows: 
 
• Strategic report – containing details of the performance against HEAT targets, with 

particular focus on the ‘red’ areas where targets had not been met. 
• Director’s report, containing details of the various Governance Committees 
• Remuneration report 
• Certificates, including the Governance Statement 
 
Committee members were advised that this was the second year of group accounts 
because of the inclusion of the Endowment fund, which although a separate entity, 
had to be consolidated with the Board accounts.  The Director of Finance noted that in 
2014/15 as in 2013/14 Endowment fund income and expenditure had been broadly 
the same and had therefore not impacted the surplus figure for the Board, however, 
he noted that this may not be the case in future years. 
 
One of the Non-Executive directors noted that there was nothing included in the 
accounts about the gender paygap and asked whether the Board had considered 
including this.  The Director of Finance responded that there is analysis of staff 
numbers by gender but the format was prescribed by the national Technical Advisory 
Group, he would raise this question with them. 

Action:  Derek Lindsay 
 

A Non-Executive Director asked about the ‘Golden Handshake’ referred to in SFR9.  
The Chief Executive explained that this was an incentive to encourage doctors into 
General Practice.  It was part of the national terms and conditions and was made from 
a GMS payment drawn down from the Scottish Government. 
 
The Audit Committee approved the accounts for submission to the Board. 

  
11.2 Supporting documentation to the Annual Accounts 

These documents provided support to the accounts.  SFR19 shows patient private 
fund balances and is subject to a specific audit of patient’s funds by 
PricewaterhouseCoopers. 

  
12. External Audit 
  
12.1 Annual report to the Audit Committee – covering letter 

 
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 
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Board meeting on 23rd June. 
  
12.2 Annual report to the Audit Committee 

 
Committee members were told that Audit Scotland had completed their annual report 
earlier this year.  Key messages detailed in the report were that the audit of financial 
statements had resulted in an unqualified auditor’s report on the 2014/15 financial 
statements.  In terms of financial management and sustainability all financial targets 
had been met and under the heading of Governance and transparency, the board had 
been found to have sound and well-established governance arrangements in place 
and effective systems of internal control. 
 
Attention was drawn to the section of the report detailing significant findings arising 
from the audit: 
 
• Equal pay claims:  although this potential liability had been identified in the annual 

audit report for a number of years, this was the first year that an estimate of the 
value had been able to be provided.  Audit noted that the Board had resolved the 
position by including a figure of £107,000 in the accounts under ‘other provisions’. 

 
• CNORIS:  the Board had complied with the change in national accounting 

treatment of CNORIS by including the sum of £22.266 million in its accounts to 
represent its share of the total liability nationally. 

 
In examining the Board’s position relating to financial management and sustainability, 
the external auditor had looked at the financial outturn and budget processes for 
2015/16 noting that financial targets had been met which was reflected in the surplus 
of £346,000.  However, the auditor did note that 47% of the efficiency savings 
achieved in 2014/15 were non-recurring.   
 
The auditors commented on the challenges facing the Board, noting that there had 
been overspends during the year, notably of £10 million on clinical services made up 
primarily of acute and mental health workforce and drug costs.  However, these 
overspends had been recovered and the auditors were pleased to see that Board 
members had been kept informed about the financial position throughout the year.  
The auditors acknowledged that the Board was aware of the challenges arising from 
the locum and agency workforce and also from sickness absence and had action 
plans in place. 
 
When looking at the governance arrangements in the Board, the auditor noted that 
good systems of control were in place and particularly commended the board on the 
progress made in the integration of health and social care, commenting that the Board 
had been proactive and were leading the way with this initiative.  It was confirmed that 
the Integrated Joint Boards would be independently audited for the first time in 
2015/16. 
 
The audit further concluded that the Board had good arrangements in place to 
achieve ‘Best Value’ but faced challenges in meeting its HEAT targets, particularly 
around the Treatment Time Guarantee. 
 
The Assistant Director (Audit Services) told the Committee that the outlook for the 
Board was challenging in view of financial pressures from a number of directions.  
However, she believed it was a positive report from an audit perspective reflecting the 
fact that the Board had been responding to challenges in an appropriate way. 
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Six audit recommendations had been raised as a result of risks identified during the 
audit review and an action plan had been agreed with management.  The Chief 
Executive commented that the management responses provided were realistic and 
based on what management believed could actually be achieved.  The report would 
be presented to the Board on 23rd June and finalised by Audit Scotland following the 
approval of the accounts. 

  
13. Assurance 
  
13.1 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 theft of scopes had been detailed in the 
proposed response from NHS Ayrshire and Arran.  The Chair asked whether the theft 
of drugs from Crosshouse should be included.  The Chief Executive responded that 
this was not required as the loss was not material. 
 
The Chair of the Audit Committee agreed to sign the letter on behalf of the Committee. 

  
13.2 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. 

  
14. Fraud 
  
15.1 Drug thefts from University Hospital, Crosshouse 

 
Committee members heard that an investigation had been carried out by the Director 
of Pharmacy following the discovery of two incidents of theft of drugs from theatres at 
University Hospital, Crosshouse.  The initial theft was thought to have been carried 
out by a member of staff, but CCTV images of the second incident revealed that the 
perpetrator was a former member of staff who had retained access to the controlled 
area.  Changes had been made to the security systems.  The thefts were valued at 
£40.85 and had not been reported to the Counter Fraud. 
 
The Chair enquired whether there had been any patient safety issues, he received 
reassurance that this was not the case. 
 
The Committee noted the remedial actions which had been taken. 

  
16. Tenders 
  
16.1 Tender register report 

 
The Assistant Director of Finance noted that there had been four exceptions to the 
tender procedure; two instances relating to a specialist supplier, one where an existing 
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contract was extended pending work with Local Authorities and the fourth instance 
was for the purchase of a dialysis machine from endowment funds where the most 
suitable machine was only available from one supplier. 
 
The Committee was satisfied that Standing Financial Instructions had been complied 
with. 

  
17. Any other competent business 

 
 There was none. 
  
17 Date of next meeting 

 
 The next meeting will take place on Wednesday 16th September 2015 at 2.15pm in 

room 1, Eglinton House, Ailsa Hospital. 
 
 
 
 
 
Approved by the Committee on 16th September 2015 
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