
 
Minutes of NHS Ayrshire and Arran Audit Committee Meeting  
held on Wednesday 4th February 2015 at 14.15 hours in Meeting Room 1, Eglinton 
House, Ailsa Hospital 
 
Present Mr Alistair McKie, (Chair) Non-Executive Board Member 

Mr John Callaghan, Non-Executive Board Member 
Cllr William Gibson, Non-Executive Board Member 
Mr Robert Martin 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 Martin Cheyne, Board Chairman 
Mr Derek Lindsay, Director of Finance 
 
Mrs Joanne Brown, PricewaterhouseCoopers  
Ms Gillian Colin, PricewaterhouseCoopers 
Mr Gary Judge, PricewaterhouseCoopers 
 
Mr David Jamieson,  Audit Scotland  
Mr Brian Gillespie, Audit Scotland 
 
Mr Hugh Currie, Head of Occupational Health and Safety (item 6.2) 
Ms Vikki Campbell, Corporate Business Manager (item 11.2) 

  
 Mrs Frances Forsyth (Minutes) 
 
1. Apologies 

 
 Cllr. Douglas Reid, Non-Executive Board Member 

Mr John Burns, Chief Executive  
Mr Mark Laird, Audit Scotland 

  
2. Declaration of interests 
  
 There were none 
  
3. Risk Management 

 
3.1 Corporate Risk Register 

 
 The Head of Occupational Health and Safety noted that the Risk Management 

Strategy had been brought to the Audit Committee in November 2014.  The Corporate 
Risk Register is populated with the Corporate risks.  The Audit Committee would 
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receive a copy of the full Corporate Risk Register twice a year to gain its approval for 
presentation to the Board.  The Governance Committees would receive their specific 
risks quarterly.  Committee members were were asked, and agreed, that this was a 
satisfactory process for reporting risks. 
 
Committee members’ attention was drawn to the tables highlighting the Corporate 
risks which had been approved by the Risk Management group and their status under 
the agreed Treatment of Risk classifications: Treat, Tolerate, Terminate or Transfer.  
The Head of Occupational Health and Safety also noted that each risk had been 
aligned to a Corporate Objective.  The Governance Committee’s were responsible for 
reviewing the risks assigned to them and for providing assurance to the Audit 
Committee that this was being done.  Details of any activity against individual risks 
during the preceding period would be provided as part of the report to the Audit 
Committee. 
 
Referring to the format of the Corporate Risk Register, the Head of Occupational 
Health and Safety explained that it was tied to the Datix system, a new module of 
which was hoped to be available in March 2015.  The title of each risk related to its 
domain and descriptions were standardised across the Board as far as possible, using 
terms such as ‘failure to’ and ‘can lead to’.  Existing controls were detailed along with 
the status, current and target risk ratings.  Where the status was to ‘tolerate’ no target 
risk rating was shown.  The Director ‘owning’ the risk was also noted so that the Audit 
Committee could link risks to the assurance statements provided to it. 
 
Committee members confirmed that they were comfortable with the format of the 
report and with the risks contained within it, ‘to the best of their ability’. 
 
The Employee Director asked what the process was to identify which Committee 
should ‘own’ the risks.  He was prompted to raise this question because the risk 
around MAST had been designated to Staff Governance, when he felt that there was 
a clinical risk if staff were not properly trained.  The Head of Occupational Health and 
Safety noted that this had been informed by the Health and Safety regulations which 
fell under Staff Governance.  He noted that a risk could also be classified as an 
Operational risk and felt that this area could be usefully discussed at the forthcoming 
Board workshop.  The Board Chairman noted that the risk about a power failure fell 
into the same category.  The Director of Finance noted that it was possible for risks to 
change ownership between Director or Committee. 
 
It was noted that the Board workshop would discuss the Board’s attitude to risk 
tolerance, particularly where a risk has a high rating but has been classified as 
‘tolerate’. 
 
The Audit Committee will receive the Risk Management Strategy again in June, an 
improvement plan will be included. 

  
3.2 Internal Audit report:  Risk Management 

 
 This report had been classified as medium risk by Internal Audit who had noted that 

work was ongoing in this area.  Two medium level risks had been identified:    
 
• the level of risk acceptable to the Board  had not been defined in the revised Risk 

Management Strategy  
• a lack of formal monitoring of risks at governance committee and Board level 
The auditor also recommended that the Improvement Plan should reflect accurate 
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target completion dates for actions. 
 
Management had responded to the recommendations with planned actions to be 
completed by the end of March 2015. 

  
4. Minutes of the meeting held on 19th November 2014 2014 
  
4.1 The minutes were approved as an accurate record of the meeting. 
  
5. Matters arising/Action Log 

 
5.1 
 

Derek Lindsay confirmed that the solution for electronic processing of internal referrals 
using Trak and Digital Dictation was still ongoing. 

Action: 1/2015 
 

5.2 An audit review of the controls around scopes had been included in the Internal Audit 
plan for 2015/16. 
 

5.3 The role of the Audit Committee in relation to the Risk Management Strategy was 
discussed as part of the agenda item. 
 

5.4 Members had received copies of the Audit Committee Handbook.  The Chair noted 
that he intended that the self-assessment checklist should be completed and had 
asked the internal and external auditors for their overview of this.  Completion of the 
checklist would be discussed further at a Committee meeting later in the year 
depending on the volume of other business. 

Action: 2/2015 
  
6. Internal Audit 
  
6.1 Status report by PricewaterhouseCoopers on the Internal Audit Programme 

 
Internal Audit confirmed that fieldwork for all reviews in the 2014/15 programme would 
be completed by the end of March 2015 which would result in a high number of 
submissions of reports to the Committee in April.  The auditors would aim to achieve a 
more even spread of work during the 2015/16 programme. 
 
One change to the programme was highlighted; during discussions with the Human 
Resource Director, it had been agreed to amalgamate the planned reviews on Staff 
Engagement and Stakeholder Management with the review on Culture and Behaviour 
due to overlaps.  Committee members questioned this decision noting that Culture 
and Values had been a specific work strand engaged in by the Board.  It was agreed 
that the Terms of Reference for the review would be circulated to members and that 
any unresolved issues following this should be raised as soon as possible. 

Action:  3/2015 
  
6.2 Endowments 

 
The Internal Auditor noted that the report had been given a low risk category following 
a review of the policies and procedures including the treatment of income and 
expenditure.  The report contained four low risk recommendations for which 
management had put implementation plans in place. Non-Executive Directors 
expressed some concern that there was no way to ensure that all donations that have 
been receipted at ward level have been passed to the cash office.  The Assistant 
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Director of Finance gave assurance that a method for checking this was being 
pursued. 

  
6.3 Pharmacy Stock 

 
The Internal Auditor noted that  a review of Pharmacy stock management had been 
carried out.  One medium and two low risk recommendation had been highlighted to 
management  who had identified actions which would be implemented by the end of 
March 2015.  The report had been given a low risk classification.   Non-Executive’s felt 
that the medium risk had  the potential to be high risk if stock counts were missed and 
drugs were misappropriated.  The auditor noted that at the point of issue each item is 
cross checked (register and stock) mitigating the risk of loss in Controlled Drugs, 
however it was not possible to evidence this.  Non-Executive Director’s received 
confirmation that the recommendation would be followed up by internal audit. 

  
6.4 Procurement 

 
The internal audit review had focused on procurement procedures, including 
compliance with Standing Financial Instructions (SFIs) and the use of ‘Quick Quote’ 
within the Estates department.  The review identified one medium and one low risk 
recommendation, the report was given a low risk classification.  Management had 
agreed to ensure that staff receive training to ensure that they are aware of the SFIs 
around the financial levels at which quotes are required.  In order to eliminate the 
instances found where the same individual had ordered and receipted goods, Internal 
Audit recommended the abolition of paper orders, moving all procurement to the 
PECOS system.  This recommendation is being assessed by Estates management. 

  
6.5 Internal Audit Follow-up 

 
The Internal  Auditor noted that 63% of the recommendations in the reports covered 
by their follow-up review had been completed, 16% had been partially completed and 
4 recommendations, representing 11%, had not yet been implemented.  Three of 
these outstanding recommendations had been identified in the review of Information 
Governance, policies and procedures which had been completed as part of the 
2013/14 programme and had been given a high risk rating.  Internal Audit noted that a 
short life working group had been established last year to take forward the 
recommendations under the leadership of the Pharmacy Director.  However, due to 
the long term sick leave of the Pharmacy Director the work had not been taken 
forward.  However, the Pharmacy Director had recently returned to work and a 
Records Manager had been appointed by the Board.  Management had undertaken to 
complete the recommendations by the end of 2015.  Non-Executive Directors 
expressed concern that management had not made arrangements to ensure that 
audit actions were taken forward during the period of sickness absence believing that 
it was the responsibility of the ‘office’ rather than a named individual.  Non-Executive 
Directors wished to highlight their concerns about the delay in implementing these 
recommendations to the Board.  It was noted that the Information Governance 
Committee was the ‘owner’ of this review.  The Chair of the  Audit Committee agreed 
to write to the Chair of the Information Governance Committee hightlighting the 
concerns. 

Action:  4/2015 
  
6.6 Internal Audit Plan 2015/16 

 
The Internal Auditor explained that the plan for audit review in 2015/16 had been 
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informed by the Board’s risk register.  Audit Committee members were asked to 
consider whether there were any areas which they believed had been omitted from 
the programme.  The Corporate Management Team and Integrated Governance group 
would also be given the opportunity to have an input to the draft plan before it was 
presented to the Audit Committee at its April meeting for final approval.  The Internal  
Auditor noted that the scheduling of reports was still under review to ensure an even 
spread throughout the year, both generally and across Directorates.  The Chair asked 
whether the timing of the Health and Social Care Integration was appropriate.  The 
Director of Finance noted that the Health and Social Care Integration Boards were 
due to be established on 1st April 2015 and that a review in quarter three should be 
valuable as a means of looking at the different controls between the groups.  
Committee members noted the plan as presented and will be notified of any proposed 
changes at the Audit Committee meeting in April. 

  
6.7 Internal Audit Charter 

 
The Internal Auditor explained that the draft charter provided the framework for the 
conduct of the Internal Audit function, noting the purpose, scope and responsibilities.  
The charter confirms that the auditors will comply with the Public Sector Internal Audit 
Standards and notes the way in which reviews will be carried out, monitored and 
reported.  The Internal Auditor highlighted that under the Public Sector Internal Audit 
Standards there was a requirement for the internal audit function to be externally 
assessed by an independent assessor from outside the organisation at least once 
every five years.  The Director of Finance asked whether the assessment by the 
Board’s external auditor each year would cover this requirement.  The Internal Auditor 
did not believe this would be adequate for Audit Scotland and suggested that this was 
an issue the Board may want to consider within the next three years which was when 
the review would be due.  A paper showing the options for assessment would be 
submitted to the Audit Committee by the Internal Auditor at an appropriate juncture 
(perhaps to inform the tendering exercise).  Committee members approved the draft 
Charter. 

Action:  5/2015 
  
7. Outstanding high risk recommendations 

 
7.1 Outstanding recommendations in the Information Governance review had been noted 

as part of the Internal Audit follow-up (paragraph 6.5). 
  
8. External Audit 
  
8.1 2014/15 Annual Audit Plan 

 
The External Auditor introduced the audit plan for 2014/15, noting the planned activity, 
areas of responsibility and the specific risks which would be subjected to audit testing.  
The audit fee had been increased by 1% to £227,540.  It was noted that ISA 260 
would be combined with the Annual Report and that this would be submitted to the 
June meeting of the Audit Committee rather than in September.  Committee members 
agreed the plan. 

  
 

8.2 Internal  Audit Reliance Letter 
 
The External Auditor confirmed that a review of the adequacy of the internal audit 
service during 2014/15 had been carried out and the areas where reliance on internal 
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audit would be placed were detailed.  
  
9. Internal audit reports for information 
  
9.1 Outpatients – patient records management 

 
The review identified two low risk recommendations resulting in a low risk 
classification.  Internal audit recommended that the Health Records Strategy and 
Policy being used in Ayrshire and Arran, which was a national template, should be 
tailored to the Board and that there should be a clear plan for moving records onto 
electronic systems.  Non-Executives agreed that holding records electronically was 
ideal but recognised the difficulties in achieving this in the short term.  Committee 
members  were content that a plan for long term policy would be agreed by the end of 
October 2015. 

  
10 Fraud 
  
10.1 Counter Fraud and Fraud Liaison update 

 
The Assistant Director of Finance outlined the cases which had been referred to the 
Counter Fraud Service; one new referral had been referred back to the Primary Care 
Department for resolution at Board level; a previous referral had been dealt with 
through a disciplinary hearing.  There were no new reactive referrals.  In relation to 
progress on Operation Vector concerning the loss of scopes, it was noted that the 
case would be heard at the High Court in Glasgow.  It was anticipated that the 
Counter Fraud Service report on this case would be available for the Audit Committee 
at its meeting in April.   The Chair asked whether the Board had made plans for the 
likely adverse publicity.  The Director of Finance confirmed that this was the case and 
noted that there had already been some publicity but that more was likely when the 
case went to court. 
 
Committee members heard that the Fraud Risk Assessment Methodology (FRAM) 
which had been presented at the last meeting had now been forwarded to 
PricewaterhouseCoopers for external review.  An assessment of internal controls was 
underway and details would be submitted to the Counter Fraud Service in line with 
their timescales. 
 
It was confirmed that the Counter Fraud Service had given a presentation on 
Procurement which had been attended by approximately 20 Board staff from related 
departments. 

  
11. Corporate Governance 
  
11.1 Code of Corporate Governance 

 
The Corporate Business Manager introduced the revised Code of Corporate 
Governance noting that it would also be taken to the Integrated Governance 
Committee for comment prior to being recommended for approval at the Board 
meeting on 30th March 2015.  Revisions had been made to the Standing Orders, Code 
of Conduct for Board Members, Standing Financial Instructions and Scheme of 
Delegation, and an update on the Risk Management arrangements.  An annual review 
of the document would be conducted, the next review taking place in March 2016.  
The Assistant Director of Finance noted that an additional change was required to the 
Standing Financial Instructions to take account of guidance relating to areas of the 
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Annual Accounts where signatures were required. 
Action:  6/2015 

 
The Board Chairman asked whether the requirement for the appointment of a Vice 
Chairman to be approved by the Government had been included in the document.  
This was confirmed by the Corporate Business Manager. 
 
The Director of Finance noted that the Board would also receive the Scheme of 
Delegation for the Integrated Joint Boards at its meeting on 30th March 2015 and 
questioned how this would interface and be consistent with the Board Scheme of 
Delegation in the Code of Corporate Governance.  The Corporate Business Manager 
noted that this was an area which would need to be kept under review. 

  
11.2 2014/15 Corporate Governance Statement 

 
The Director of Finance had received a letter from the Scottish Government 
containing guidance for the completion of the Corporate Governance Statement.  The 
letter also contained a list of the assurances which the Audit Committee may wish to 
consider in this respect.  Committee members confirmed that copies of the assurance 
letters addressed to the Chief Executive satisfied the requirement to receive 
disclosures.  The Committee would also receive annual reports from each of the 
Governance Committee’s in addition to the letter of assurance from The Chief 
Executive.  Non-Executive members questioned their ability to provide assurance 
when instances such as the loss of scopes had proven that the statements could not 
cover unforeseen events but agreed that assurance had to be provided ‘to the best of 
their knowledge’.  The Director of Finance noted that the loss of scopes would need to 
be disclosed in the governance statement along with corrective actions taken.  It was 
confirmed that the Governance Statement is discussed by the Director of Finance and 
Chief Executive and is reviewed by the external auditor. 

  
12. Joint Integration Boards 
  
12.1 Draft SFI and Financial Regulations 

 
The Director of Finance explained that the Draft SFIs and Financial Regulations for 
the Joint Integration Board had been prepared by a group including representatives 
from each Local Authority.  It was confirmed that the Integrated Joint Boards were 
separate legal entities, and, in line with the Local Government Scotland Act, would 
have their own Audit Committees.  However, the Director of Finance confirmed that 
these authorities would not have any employees and very few transactions would be 
made through them.  In line with Section 95 of the Local Government (Scotland) Act 
1973 a finance professional had been appointed by each Board.  The Director of 
Finance noted that each Board would have a strategic plan for the integrated budget 
and that the audit plan, although owned by the Integrated Joint Boards, would be 
shared with the Health Board and Local Authority Audit Committees.  Non-Executives 
asked whether there would be any money going into the Joint Boards which did not 
come from either the Health Board or Local Authority.  The Director of Finance 
responded that he was not aware of any allocations from the Scottish Government. 

  
12.2 Financial Control Assurance and Risk Group 
  
 The Director of Finance explained that this paper detailed the work of the group.  It 

was noted that one significant ongoing  issue related to insurance; the Board having 
protection through CNORIS whereas the Councils had insurance.  Non Executives 
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raised the issue of VAT liability due to the fact that the Board had to pay half the 
salaries of council employees.  The Director of Finance confirmed that ‘honorary 
contracts’ were being explored to ensure that there was no VAT liability. 

  
13. Tenders 
  
13.1 Tender exception report 

 
The Assistant Director of Finance explained that there were five instances where there 
had been exceptions to the tender regulations; three were on the basis that there was 
only one supplier, one related to a resource who had direct relevant experience and 
the fifth was for a drug covered by the PPRS agreement.  Non Executives asked how 
the assurance was sought that there was only one possible supplier.  The Assistant 
Director of Finance responded that this was provided by the Procurement manager, or 
in the case of the agency Medinet, by a senior clinical manager. 

  
14. Any other competent business 

 
 There was none. 

 
12 Date of next meeting: 

 
Wednesday 29th April @ 2.00pm in meeting room 1, Eglinton House, Ailsa Hospital. 
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