
 
Minutes of NHS Ayrshire and Arran Audit Committee Meeting  
held on Wednesday 29th April 2015 at 14.15 hours in Meeting Room 1, Eglinton 
House, Ailsa Hospital 
 
Present Mr Robert Martin, (Chair) Non-Executive Board Member 

Mr John Callaghan, Non-Executive Board Member 
Cllr William Gibson, Non-Executive Board Member 
Mrs Janet McKay Non-Executive Board Member 
 

  
In attendance Mr John Burns, Chief Executive 

Mr Derek Lindsay, Director of Finance 
Mr Bob Brown, Assistant Director of Finance (Governance and Shared 
Services) 
 
Mr Kenneth Wilson, Head of Internal Audit, PricewaterhouseCoopers 
Ms Gillian Collin, PricewaterhouseCoopers 
Mr Gary Judge, PricewaterhouseCoopers 
 
Mr Mark Laird,  Audit Scotland  
Mr Brian Gillespie, Audit Scotland 
 
Mr Sandy Agnew (item 6.2 and 9.3) 

  
 Mrs Frances Forsyth (Minutes) 
 
1. Apologies 

 
 Mr Alistair McKie, Non-Executive Director 

Cllr. Douglas Reid, Non-Executive Board Member 
Mr David Jamieson, Audit Scotland 

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

 
4.1 
 

The Director of Finance confirmed that he had received an update on the 
implementation of a solution for internal referrals from the Head of eHealth and that 
this would be rolled out in Ayrshire and Arran during 2015. 

   

 



4.2 All other outstanding items were either not yet due for completion or were included on 
the agenda for the meeting. 

  
5. Internal Audit 
  
5.1 Internal Audit Annual Report 2014/15  

 
The Head of Internal Audit presented the internal audit report on the programme of 
work conducted during 2014/15, confirming that all reviews planned for the year had 
been concluded.  Based on the work carried out during the year the internal audit 
opinion given was that the Board had ‘adequate and effective governance, risk 
management and control process to enable the related risks to be managed and 
objectives to be met’.  The Head of Internal Audit observed that this was the highest 
category available to them but that this opinion would have been adversely effected 
had they not received adequate assurance from management that a robust action 
plan had been put in place to address the outstanding points from the Information 
Governance review from a previous year.  The Head of Internal Audit also explained 
that their follow-up had found a high level of completed actions with only 16% partially 
implemented and 2% not completed by their due date. 
 
The Director of Finance was pleased that all reports had been completed by the end 
of the year.  The Head of Internal Audit agreed but said it would be their aim to spread 
reports more evenly throughout the year during 2015/16. 
 
The Committee approved the draft report. 

  
5.2 NSI Service Audit 

 
The report looked at the suitability of the design of controls, and their operating 
effectiveness to achieve the control objectives set out in the Service Level 
Agreements for the National Single Instance Financial Ledger Service hosted by NHS 
Ayrshire and Arran on behalf of all Scottish Boards during 2014/15.  Based on the 
controls tested, the Auditor had been able to provide assurance that the control 
objectives had operated effectively throughout the year 2014/15.  Two small 
exceptions were noted during the review, though the Director of Finance pointed out 
that these related to the RAM system rather than to the main Finance System. 
 
The Committee approved the report for circulation to all Boards where it would be 
used as part of the assurance process in the annual accounts process. 

  
5.3 Key Financial Controls 

 
Internal audit had looked at controls within Accounts Payable, Payroll, Expenses and 
General Ledger and found them to be operating as intended.  The review was graded 
as low risk having identified one finding in relation to general ledger reconciliations 
where a few instances had been found where there was no evidence of a secondary 
review of the control account reconciliations by the Ledger Manager.  An advisory note 
was also made around the circumstances under which it is acceptable to pay an 
authorised invoice which had no initial order.  The internal auditor reported that the 
working papers for this review had been passed to the External Auditor so they could 
place reliance on this work. 
 

  
5.4 Compliance Arrangements 
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Internal audit had reviewed arrangements in place to comply with legislation in relation 
to its operation as a Health Board and as an employer.  A number of areas of good 
practice were commended as well as one medium and one low risk.  The medium risk 
related to the receipt and retention of documented evidence of compliance with 
regulatory guidance from all directorates.  The low risk recommendation was for a 
master listing of all regulatory guidance through a central register on the intranet. 

  
6. Outstanding high risk recommendations 

 
6.1 Information Governance 

 
The Committee noted the letter from the Chair of the Audit Committee to the Chair of 
the Information Governance Committee expressing concern about the outstanding 
audit points contained in the Information Governance review.  The response from the 
Chair of the Information Governance Committee confirming that the audit points had 
been discussed with the Medical Director and that progress with these would be 
monitored by the Information Governance Committee until completed was 
acknowledged.  The Director of Finance said that the Corporate Management Team 
had received a policy statement at its meeting the previous week which addressed a 
number of the points.  The internal auditor confirmed that he was comfortable with the 
management plans now provided. 

  
6.2 Loss of Theatre Instruments 

 
The Assistant Director for Clinical Support Services provided the Committee with a 
comprehensive update on the agreed actions following the investigation into the loss 
of theatre instruments, explaining that these were either complete or nearing 
completion.  The main themes covered by the action plan were: 
 
• Traceability – an additional module had been implemented in the MediTrak system 

using bar code scanning to track instruments outwith the decontamination unit. 
• Physical security – installation of CCTV, old keypad entry systems had been 

replaced with swipe card security points and a new secure area within Theatres at 
Crosshouse and physical changes to security at Ayr where it isn’t possible to have 
a secure area were addressing this point. 

• Stock checks – new Theatre Tracking System covers receipt and despatch of 
sterile equipment and regular formal stock checks had been introduced in all 
theatre locations. 

• Documentation of theatre procedures – a replacement for the manual record of 
instrumentation  used in individual patient procedures was being assessed. 

• Replenishment and replacement – £200,000 of capital funding per annum had 
been allocated for a formal funded process with a management group prioritising 
the procurement process.   

• Sharing with other Boards – all Boards in Scotland have been alerted by NHS 
Counter Fraud Services. 
 

The Assistant Director for Clinical Support Services observed that the actions 
described would mitigate the risk of a similar incident occurring in the future but could 
not preclude it. 
 
The Chair asked whether £200,000 was enough to replace the losses which had been 
valued at £1.3 million.  The Assistant Director for Clinical Support Services explained 
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that some ‘one off’ funding had been provided to replenish scopes to a level at which 
theatres could safely function.  The Director of Finance explained that £146,000 had 
been required for the immediate replacement and noted that some of the lost stock 
had been very old and that the losses had been occurring over an extended period 
during which the service had not been aware of the reduction in instrument numbers. 
 
One of the Non-Executive Directors expressed concern at the length of time it had 
taken for the losses to become apparent and was pleased that the new systems 
would provide a much earlier alert to any future problem. 
 
The Director of Finance remarked that previously scopes had not been capitalised as 
fixed assets because they had been valued as component parts at less than the 
£5,000 threshold for capitalisation.  Accounting policy had been changed, so that 
scopes would be capitalised and entered on the fixed asset register providing greater 
visibility.   
 
The Committee agreed that it was reassuring to hear how much work had been 
carried out in a short period of time.  The Internal Auditor confirmed that a review of 
the new arrangements would be carried out as part of the 2015/16 audit programme. 

  
7. External Audit 
  
7.1 Review of Internal Controls 2014/15 

 
The External Auditor explained that, in accordance with ISA 330, they were 
responsible for assessing the systems of internal control at the Board in order to 
provide assurance for the Financial Statements audit work.  Assurance had been 
obtained across the key systems of Trade Payables; Payroll; Banking; Family Health 
Services; General Ledger and Trade Receivables with reliance being placed on 
internal audit work for assurance in General Ledger and Trade Receivables.  A few 
exceptions had been noted, for which Management had put forward action plans.  The 
overall conclusion of the External Auditor was that key controls within the board’s 
main financial systems were operating satisfactorily. 
 
One of the exceptions highlighted was that no independent check is made of Human 
Resources’ (HR) changes made to the HR Empower System.  Management had 
responded that HR information is passed to Payroll where it is reviewed prior to 
inputting to ePayroll.  The process was due to be automated later in the year with the 
introduction of the ESS system as a result, management did not feel that a secondary 
check was required in the interim.  One of the Non-Executive Directors questioned 
what would happen if the ESS system was not implemented as planned.  The 
External Auditor provided reassurance that there were other checks in place and that 
it had been raised as a minor issue only.   

  
8. Audit Scotland Reports 
  
8.1 Developing Financial Reporting 

 
The Director of Finance explained that this was a national report relating to the new 
financial powers for the Scottish Parliament for the whole of public finance.  The 
Committee’s attention was drawn to a paragraph outlining the new approaches and 
risks which would result from the Smith Commission Agreement.   The Director of 
Finance also pointed out a section within the report which outlined examples of good 
and advanced practice in financial reporting, noting that processes in the Health 
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sector largely fell into the advanced practice procedures.   
  
9. Internal audit reports for information 
  
9.1 Building for Better Care Project Management Arrangements 

 
Internal audit reported that NHS Ayrshire and Arran had significant investment in 
capital projects planned for the next two years and that success depended on good 
project management, governance and risk management.  The review found that the 
Building for Better Care project was supported by a clear governance structure but 
identified three areas, considered to be low risk, where improvements could be made:  
clearer ownership of risks; tracking of progress against identified milestones; updating 
the stakeholder engagement plan. 

  
9.2 Patient Discharge Process 

 
The internal auditor noted the Scottish Government commitment to reducing the 
number of delayed discharges and the public interest in the area.  The Board has met 
the ‘no more than 4 week’ discharge target but not the target for 40% of discharges to 
occur in the morning in order to improve the number of bed days.  The audit review 
recognised the links formed with other agencies including local authority social work 
departments.  One medium risk point was made, recommending  that patient 
discharge plans should be proactively developed.  Three low risk points were also 
raised relating to:  developing an understanding of the reasons for low morning 
discharge rates and developing an improvement plan; appraising options to meet the 
two week delayed discharge target; updating the discharge planning agreement to 
reflect national guidance.  On a positive note, the internal auditor drew the 
Committee’s attention to appendix 1 in the report which showed that Ayrshire and 
Arran were significantly below the NHS Scotland average for the number of delayed 
discharges.   
 
The Chief Executive suggested to the Committee that the review had been useful as a 
vehicle to reflect on where the Board had got to with integration and in understanding 
the actions already taken to move away from the acute care / social work split.  The 
Chief Executive said that in view of the integration work being done he may have put 
a different emphasis on the management responses but that this would be picked up 
with the management teams.  The Chair checked that the report would be followed up 
by the Performance Governance Committee.  This was confirmed but the Chief 
Executive noted that he would also be following up the review with the Director for 
Acute Services and that work would evolve as the integrated teams were built. 
 
The Chair acknowledged that the Board had always fallen well short of the 40% 
morning discharge target and queried who had set it and whether it was correct.  The 
Chief Executive felt that it was useful to show an improvement trajectory but that 
changes  in the wider service were necessary in order to achieve it.  The Committee 
was told that morning rounds for Doctors required changes to other services such as 
outpatient clinics but that ‘criteria led’ discharges were also being looked at. 
 
One Non-Executive Director expressed the opinion that  a 60% non-completion rate 
for discharge plans was shocking.  The Chief Executive confirmed that the Board was 
aware of the difficulties and had already put improvement officers in place.   

9.3 Ward Product Management (Services Review) 
 
The area had been highlighted as a requirement for review by the Director of Acute 
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Services and Director of Coporate Support Services in view of the increasing costs 
within Acute general supplies.  One medium risk area had been highlighted by the 
review where the auditor had found a lack of documented procedures in the end to 
end ward product management process.  The auditors also made one low risk 
recommendation that management should use the facility to drill down to ward level to 
review expenditure and also to assess whether the role of the ward product managers 
could be extended to items which were not ordered  from the National Distribution 
Centre (NDC). 
 
Non-Executive Directors expressed concern that the potential for overspending was 
high and felt that the timescale for addressing the points may be too slow.  The Chief 
Executive sought to provide reassurance noting that tighter procurement processes 
were already being introduced and that the next step was to restrict non-catalogue 
procurement.  The Assistant Director for Clinical Support Services explained that even 
when items were not from NDC they were frequently on another framework contract. 
He also confirmed that ward product managers had a tool to analyse ward 
expenditure and believed that controls around where items could be purchased were 
effective. 
 
The Finance Director suggested that the report should be presented to the 
Performance Governance Committee rather than Healthcare Governance in view of 
the emphasis of the report.  This was agreed by the Committee. 

  
9.4 Staff Engagement including culture and behaviours 

 
The Internal Auditor explained that this review had focused on the staff survey and 
action plan from the 2013 survey and included facilitating focus groups in three 
departments; Finance, Corporate Support Services and Maternity to gain feedback 
from staff on the Board’s ‘Engaging Our Staff’ programme.  Two areas where the 
auditor felt improvements could be made were noted as low risk recommendations: 
• Ensuring actions have clear owners and timescales across Staff Governance 

improvement plans, 
• Ensuring that the ‘Engaging our Staff’ programme is fully rolled out and completed 

across the Board. 
  
9.5 Health and Social Care Integration 

 
Internal  Audit looked at how the Board had complied with the Public Bodies (Joint 
Working) (Scotland) Act 2014 and subsequent guidance from the Scottish 
Government.  The Audit raised no specific control design or operating 
recommendations and identified that the Board had complied with the requirements of 
the Act and Scottish Government guidance.  A number of areas of good practice were 
mentioned.  Internal and External auditors agreed that work in Ayrshire and Arran was 
an exemplar for others.  The Internal Audit programme for 2015/16 included two 
reviews on integration which would look in more detail at Governance and Assurance 
and Budgets and Finance. 

  
9.5 Records Management 

 
The Internal Auditor explained that under the Public Records (Scotland) Act 2011 the 
Board was required to submit a Records Management Plan by September 2015.  The 
objective of the review was to evaluate the design and key controls in relation to the 
production of the management plan.  One medium risk area was identified 
recommending that the policy should include a record of the corporate documents 
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destroyed in line with the NHS Code of Practice.  Low risk recommendations were 
made around training following the implementation of the new records management 
system and clarity around the corporate records held and their ownership. 
 
Non Executives recognised that records management was a complex area as records 
were held throughout the organisation and suggested that the risk may be higher if 
managers are not aware of their responsibilities.  The Internal Auditor explained that a 
member of staff had been appointed to work with managers to ensure that they were 
aware of the new governance requirements. 
 
The Director of Finance suggested that, although the report had originally been 
assigned to the Healthcare Governance Committee for monitoring, the Information 
Governance Committee would be more suitable because the review covered 
corporate rather than medical records. 

  
9.6 Medical Workforce Planning 

 
This review considered the risk associated with gaps in the medical workforce which 
could impact on service delivery and / or result in the Board requiring to use medical 
locums, the cost of which was significantly higher than employing NHS staff.  The 
review was graded as medium risk on the basis of two medium and two low risk  
findings.  The first medium risk recommendation related to the requirement to finalise 
the draft policy and procedures relating to medical workforce planning and the 
approval of locum spend.  The Auditor also suggested some enhancements to the 
draft locum approval document relating to the inclusion of a process for sourcing 
internal locum cover before approaching external agencies.  There should also be 
clarification of the duration of a locum appointment before Associate Medical Director 
approval is required.  The second medium risk finding related to the use of non-
framework agencies for the supply of locums.  Although the auditor recognised the 
need to use these agencies on some occasions, it was recommended that the Board 
ensured that any agencies used had undergone an appropriate process to ensure that 
they provide best value. 
 
The Chief Executive acknowledged that this was a challenging area; balancing the 
operational requirements against the process of finding locums who were often 
difficult to source.  The Committee heard that 50% of locum spend is for doctors in 
training posts who were particularly difficult to find.  The Director of Finance said that 
involvement of the internal auditor in the draft locum approval process had been 
useful and agreed that achieving a balance between clinical needs and financial 
issues was challenging.  The Chief Executive assured the Committee that medical 
staff did understand the financial implications. 

  
10. Fraud 
  
10.1 Counter Fraud and Fraud Liaison update 

 
The Assistant Director of Finance (Governance and Shared Services) explained that 
there had been three new referrals to the Counter Fraud Service (CFS) since the 
previous meeting, all of which related to staff suspected of working in secondary 
employment whilst on sick leave from the Health Board.  None of the cases were 
considered to be of a criminal nature by the CFS which referred them back for 
management consideration.   
 
The Committee received an update on the four reactive cases:  The course of action 
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in the case relating to the theft of theatre equipment depended on the plea entered by 
the suspect.  The accused in the case involving overclaiming of patient travel 
expenses had entered a plea of ‘not guilty’, further evidence was being collected.  
Detailed reports on the remaining two reactive cases had been received and were 
considered separately. 
 
Confirmation was given that two Fraud awareness sessions had been held in March 
at Ayr and Crosshouse Hospitals as part of the Fraud Risk Assessment Methodology 
(FRAM).  These sessions had been well attended. 

  
10.2 Operation Carbon – CFS report 

 
The Audit Committee received the CFS final report into the case of a contractor 
accused of supplying counterfeit goods to the Board.  Following investigation the CFS 
confirmed that counterfeit goods had been supplied and that the value of the fraud 
was £10,000.  CFS has recommended that the Board take steps to recover this sum.  
The Board was taking legal advice from the Central Legal Office.  CFS also 
recommended a review of policies, procedures and processes within the Estates 
department to prevent similar cases in future.  Board management accepted the CFS 
findings and had put in place an action plan to implement the recommendations.  A 
review of procedures by Internal Audit had also been carried out. 

  
10.3 Operation Vardar – CFS report 

 
The Assistant Director of Finance (Governance and Shared Services) presented the 
CFS final report into the investigation of a patient who had fraudulently claimed 
travelling expenses for hospital appointments in the renal department for which he 
was already in receipt of a hospital organised taxi service.  Following investigation, it 
was established that the patient’s ex-partner had made the fraudulent claims thereby 
defrauding the Board of £734.58.  The CFS recommended that the Board request 
repayment and that revisions to the practices in operation between the Hospital 
Cashier and Renal Department are made.  Management had accepted both 
recommendations.  Since publication of the report criminal proceedings had been 
taken against the accused who had been found guilty and fined £250.  

  
11. Annual Report 
  
11.1 Audit Committee annual report 2014/15 

 
The Committee was asked to approve the draft annual report for submission to the 
Board.  The report detailed the membership, attendance and activities of the Audit 
Committee during 2014/15.  The Chair was absent from this meeting but the Director 
of Finance confirmed that he had approved the report, the Committee supported this. 
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12. Tenders 
  
12.1 Tender exception report 

 
The Assistant Director of Finance explained that there were seven instances where 
there had been exceptions to the tender regulations.  One of these was where a 
tender had been awarded to other than the lowest tender, this had been checked with 
the Procurement Manager who had confirmed that the correct processes had been 
followed.  The remaining exceptions related to the renewal of service contracts for 
specialised medical equipment.  The Committee received confirmation that work was 
being done to ensure that processes for awarding contracts were robust.   

  
13. Any other competent business 

 
13.1 Non-Executive Member Statutory Maternity Pay 

 
The Chief Executive informed Committee members that the external auditor had 
identified the payment of Statutory Maternity Pay to a Non-Executive Director as 
incorrect.  The Chief Executive confirmed that the Non-Executive Director had been 
advised of the error.  The Chief Executive told the Committee that, in his opinion, the 
Board should take steps to recover the payments as it would do for any other 
payments made in error.  Non-Executive Directors agreed that a process for fair 
recovery was the correct way to proceed to ensure equitable treatment for all. 

  
13.2 Integration of Health and Social Care 

 
The Director of Finance presented an update on the formation of the Health and 
Social Care Joint Integration Boards noting that each partnership had formally 
appointed its chief officers including Section 95 officers and Internal Audit.  It had been 
agreed that Section 95 officers should not be Directors of Finance but one level down.  
Internal Audit would be provided by the internal auditor for each local authority, the 
scope for audit had been defined by national guidance and was quite limited.  Work of 
the internal audit would be co-ordinated with all other internal audit plans.  The Head 
of Internal Audit for the Board confirmed that he had met with the auditors for the 
Integrated Joint Boards to ensure appropriate audit coverage. 

  
14 Date of next meeting: 

 
Monday 15th June @ 10.00am in meeting room 1, Eglinton House, Ailsa Hospital. 
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