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Minutes of a meeting of the Audit & Risk Assurance Committee
held on Thursday, 2nd May 2024 at 9.30 a.m., in the Boardroom, Trust Headquarters

PRESENT:

Mr M McDonald, Non-Executive Director (Chair)
Mrs H McCartan, Non-Executive Director
Mrs L Ensor, Non-Executive Director

IN ATTENDANCE:

Dr M O’Kane, Chief Executive
Ms C Teggart, Director of Finance, Procurement and Estates, SHSCT
Mrs C Cassells, Assistant Director of Finance, Financial Management, SHSCT
Ms H O’Hare, Acting Assistant Director of Finance for Financial Services, SHSCT
Mrs V Toal, Director of Human Resources & Organisational Development Planning, SHSCT (Item 5i)
[bookmark: _Hlk169173052]Mrs H Trouton, Executive Director of Nursing, Midwifery and Allied Health Professionals (AHPs) / Deputy Chief Executive, SHSCT (Item 5i)
Mrs C McKeown, Head of Internal Audit
Ms J McCaw, Assistant Head of Internal Audit (via MS Teams)
Ms C Kane, Engagement Director, Northern Ireland Audit Office (NIAO)
Mrs S Judt, Board Assurance Manager, SHSCT
Mrs S McCormick, Committee Secretary, SHSCT (Minutes)

APOLOGIES

None.


1) CHAIR’S WELCOME

Mr McDonald welcomed everyone to the meeting including representatives from both Internal and External Audit and in particular Mrs Trouton and Mrs Toal attending in relation to Item 5i on the agenda. 

At this point, Mr McDonald recognised the lateness of the draft annual report and accounts issued the previous evening and acknowledged the challenges. He paid tribute to the efforts of staff, both in terms of providing and issuing papers.  

2) DECLARATION OF INTERESTS

Mr McDonald asked members to declare any potential conflict of interests in relation to items on the agenda.  None were received and the business of the meeting proceeded.

3) CHAIR’S BUSINESS

Mr McDonald advised he would be attending the forthcoming ALB Audit and Risk Assurance Committee (ARAC) Chair’s Forum on 29th May 2024.

4) MATTERS ARISING FROM PREVIOUS MEETING

Members noted the progress updates from the relevant Directors to issues raised at the previous meeting.

Trust Monitoring Visits to Domiciliary Care Providers

Following receipt of initial legal advice, the Trust is seeking further input to provide clarity in respect of how the organisation deals with Independent Sector Providers contractually going forward, in relation to performance against commissioned activity. Once this position is resolved, the Directorate will issue an Action Plan to ARAC, providing specific management comments in response to each recommendation. Members spoke about the importance of implementing a regional ‘Live Monitoring’ solution, which is still awaited. In response to a question from Mr McDonald regarding regional comparisons in relation to hours delivered versus hours commissioned, Mrs McKeown said the Southern Trust has a robust and consistent approach to this matter, however she said she wanted to remind members of the findings of IA advisory work carried out in 2023/24 on Trust monitoring visits which have been stood down.   Members noted the resource issues which have impacted the monitoring team and the associated risk to the Trust.

Implementation status of Internal Audit Priority 1 recommendations - Labs staff in Haematology and Microbiology

Mrs Toal clarified that the work being progressed by Mrs C Reid in relation to addressing the P1 recommendations in Labs is being done in parallel with the capability issue and working towards resolution is seen as a priority.

5i)	INTERNAL AUDIT PROGRESS REPORT (2 REPORTS)

Mrs McKeown presented the IA Progress Report, which demonstrates progress to date against the 2023/24 IA Plan and provides a summary of the audit reports finalised since the last Committee meeting. 

Management of Use of Nursing Agency and Bank Staff – Limited

Mrs McKeown advised that Limited assurance was provided in relation to the Governance and Management of the Use of Nursing Agency and Bank staff on the basis that despite a range of measures and investments to stabilize flexible staffing spend, the number of flexible nursing hours being utilized continues to increase. Members noted this spend on flexible staffing is unfunded which places significant pressure on the Trust financial position and stability.        Mrs McKeown acknowledged the progress made, in that there has been no non-agency contract spend from September 2023 since the new regional framework has been fully implemented. She spoke about the Enhanced Payment Scheme (EPS) which replaced the Critical Shift Payment (CSP) from October 2023 and noted said that the Senior Leadership Team (SLT) monitor EPS on a monthly basis in terms of identifying wards/departments where this can be utilized.

Mrs McKeown referred to the advisory work IA had undertaken in relation to the Management of Nursing Shifts and Off-Contract Agency Usage in the 2022/23 financial year which made 16 recommendations and welcomed the progress to date with 81% (13) now fully implemented and 19% (3) partially implemented.  One significant finding was identified in the report under review, impacting on the assurance provided and Mrs McKeown guided members through the finer detail. Eight Priority 2 and One Priority 3 recommendations were identified.

Mr McDonald noted disappointment at the outcome of the exercise despite the investment in more WTE staff.

Mrs Trouton and Mrs Toal provided a comprehensive update on progress under each of the significant/key findings. In relation to unfunded staffing, Mrs Trouton said that while she acknowledged the absolute need to strengthen processes around affordability, she wanted to make clear that a significant proportion of the shifts going to bank and agency is outside the Telford staffing levels and pointed out this is not covered under the £6m investment, to drive down high levels of flexible spend. She took time to explain some of the capacity and demand issues, particularly around unscheduled care and said it was important to understand that if the organization works to fully address the recommendations within the report and works to putting better controls in place, this will not completely wipe out the flexible spend. 

In relation to recommendation 1.1, around the consideration of affordability and ensuring documented evidence is in place, Mrs Toal advised that Mrs O’Hagan, Programme Director for Transformation and Improvement, has agreed to lead on a piece of work with operational directors to implement an improved approval process. Mrs Trouton advised she had also brought the findings of the report to the attention of the Senior Nursing and Midwifery Governance Forum and spoke of the positive response she had received from senior nurses in terms of the need for a mindset change. Mrs Trouton went on to talk about the Health Roster Team and the introduction in September 2023 of workforce Rota clinics. She spoke about the need to reinforce the team, which is small at present, to enable more frequent health roster clinics to take place and build on the good work already in place.

In relation to recommendation 3.1, Mrs Toal said that EPS was in line with the Permanent Secretary’s letter of the 3.7.2023 around getting to a position where Trusts eradicate independent schemes and said the Southern Trust has done a significant amount of work in this area. She reiterated earlier remarks that the SLT tightly monitor EPS on a monthly basis and added that currently usage is less than 1 WTE per week. The Trust will continue working to eliminate all use of EPS. 

Mr McDonald referred to the uncommissioned spending in medicine and unscheduled care to fill shifts and asked if there was anyway of using workforce forecasting and data analysis to inform planning.   Mrs Trouton acknowledged work was required in and around agreeing a general affordability rule or standard formula data set to assist more intelligent workforce planning and control in the future.

Mrs McCartan recognized and welcomed the ongoing work in terms of the workforce Rota clinics, however she queried, in regards the overall affordability and strengthening governance mechanisms, if the timeframe of May 2024 was realistic in terms of enhancing the processes and making sure they are in situ as soon as possible. In responding, Mrs Toal advised that SLT were cognizant of the need to press ahead particularly given the current financial pressures and assured members, Mrs O’Hagan and the operational directors are clear on the urgency to complete swiftly to ensure a robust process is in place. Mrs Toal said ongoing monitoring of the roster approval process will be required and emphasized the importance of meeting the May 2024 deadline to implement the process to assist in unnecessary spend on agency/bank workers in the financial year 2024/25. 

The Chief Executive commended the work already undertaken to stop off contract agency spend and said moving forward work to reduce bank and on contract agency work will involve a systems approach. She took time to update members on success within the Mental Health and Disability Directorate to reduce flexible spend. Mrs Trouton spoke about the current challenges in terms of the acuity of patients and clientele presenting and advised that an enhanced care protocol is being implemented across all hospitals which will ensure consistency around the requirements for 1:1 care.

In response to a question from Mrs Ensor in relation to enhanced rates of pay for agency staff, Mrs Toal outlined the work undertaken regionally as part of the new agency staff provision framework and the progress made so far in terms of reducing off contract to agency contract costs. She explained that the current regionally agreed rate is higher for registrants and nurses than the rate paid to agenda for change staff. She went on to outline some of the finer detail within the framework in relation to reducing the gap further and said the Trust continues to work hard as part of the regional group. Mrs Toal commended the hard work undertaken across the region to get an agreed strategy in place to bring all Trusts’ out of the off contract and start to drive rates down. Mr McDonald sought clarification as to whether there is a regional agreement in place on the on-contract rates, to which Mrs Toal confirmed there was. 

In concluding discussion, Mr McDonald thanked Mrs Trouton and Mrs Toal for their clear update on progress post audit and it was suggested that the IA report would be referred to the Finance, Performance and Workforce Committee to monitor progress.  Mrs McCartan said it was her understanding that Mrs O’Hagan will bring an interim report and action plan to the Finance, Performance and Workforce Committee at the meeting scheduled to take place on 30th May 2024, with a final report being produced by the end of June 2024.

Action – Mrs M O’Hagan

Mrs Trouton and Mrs Toal left the meeting at this point.

Mrs McKeown asked if Item 5ii could be taken next on the agenda to allow Ms McCaw to attend another ARAC meeting.

5ii)  	SUMMARY OF THE 50 SIGNIFICANT IA RECOMMENDATIONS OUTSTANDING AS AT 31.3.2024

Ms McCaw presented the detail in relation to the 50 significant IA recommendations outstanding as at 31 March 2024.  Members noted, 33 (66%) partially implemented and 17 (34%) not implemented.        Ms McCaw pointed out that across the Directorates, 50% of recommendations relate to the Acute Directorates (medicine and unscheduled care and surgery and clinical services). A further 18% relate to Adult and Community Services, with the balances split evenly across the other Directorates in small numbers.

Ms McCaw advised that across the financial years, 19 of the recommendations are from 2022/23 and 13 relate to 2023/24. The balance of 18 outstanding recommendations spans a historical period of 4-5 years (2017/18 - 2021/22) and require addressing. In concluding, Ms McCaw pointed out that only 4 of the 50 recommendations require input from a 3rd party.

Mr McDonald referred to the 18 outstanding recommendations from the years prior to 2022/23 and asked if the Committee wished to seek a timeframe and target for closing. Mrs McCartan said that while she recognised the 50 outstanding recommendations have originated from limited/unacceptable reports, she felt that to have 66% partially implemented is a good achievement and she asked about the Trust’s performance in relation to its peers in this regard.  In response, Mrs McKeown said the Southern Trust has more outstanding audit recommendations in general than other Trusts along with more significant outstanding recommendations. Mrs McKeown said she wanted to flag a social care procurement recommendation, outstanding from 2017/18 and reminded members that at the last ARAC meeting she had advised of her intention to report social care recommendations centrally, given the regional challenges with process.

Mrs McCartan asked the Chief Executive to bring these matters to the attention of the Trust SLT to assist in addressing the remaining outstanding recommendations. The Chief Executive assured members that Internal Audit reports and recommendations are given due attention on a monthly basis through the Trust SLT Risk and Assurance Meeting and also independently on a regular basis by SLT members. The Chief Executive went on to say, she had had a recent helpful meeting with Mrs McKeown, which allowed her to recognise patterns and gaps which she had been able to address swiftly.  The Chief Executive said it was her intention to meet with Mrs McKeown on a more frequent basis during the 2024/25 financial year to build on this work. Mrs McCartan reiterated the importance of flagging these matters and their importance directly with the appropriate Directors.

At this point, Ms Teggart said it was important to recognise the hard work and contribution made by the IA Forum throughout the year in achieving 66% against partially implemented recommendations.  She also made the point that staff are under resourced with some recommendations requiring significant work and time to implement. In terms of Governance arrangements, Ms Teggart assured members this IA item is on the agenda for each of the Directorate meetings along with the IA Forum and also reported up to SLT.

Mrs McKeown said the Trust works well with IA in the follow up process and whilst the number of outstanding recommendations needs to reduce, the processes and engagement are in place and IA will continue to focus particularly on the significant recommendations. 

At this point, the Chair asked members to revert to Item 5i for discussion on the remainder of the report.

Ms McCaw left at this point.

Budgetary Control & Financial Stability – Limited

Mrs McKeown explained that the audit focused on the appropriateness and effectiveness of the controls in place in relation to Budgetary Control and Financial Stability and members noted the finer detail in relation to the areas reviewed.  Limited assurance was provided based on the significant findings identified in respect of budget management in the Trust, delivery of savings across the Trust and the need for training for budget holders. Mrs McKeown said that whilst Limited assurance was provided, IA acknowledge that during 2023/24, Financial Management actively engaged with Directorate SLT through the monthly Directorate Finance and Performance meetings, incorporating specific Finance focus meetings and through monthly 1:1 meetings with budget holders and monthly finance reports.  There were 3 significant findings in the audit, impacting on the assurance provided. Three Priority 1 and One Priority 2 recommendations were identified, all of which have been accepted by Management and Mrs McKeown outlined the finer detail.

A robust discussion ensued and Mrs Ensor drew attention to page 15, asking why the Trust Chair was the named responsible manager in relation to progressing training for budget holders.  Ms Teggart advised that this recommendation will be implemented in accordance with the SHSCT Financial Governance Review Action Plan. She explained that Mrs Toal and herself will prepare a training needs analysis. Non-Executive Directors including Trust Board members will be included in the proposed training as part of their responsibility for the financial governance of the Trust. Continuing, Ms Teggart explained that the Trust Chair will lead on negotiations for delivery of the proposed training. Following a short discussion, it was suggested that the matter would be raised at the next Chair and Non-Executive Director meeting and consideration given to revisiting the wording within the IA report.

Action – Ms Teggart / Mr McDonald

Mr McDonald said that given the findings of the Financial Management Oversight, Learning and Missed Opportunities Review Report, he felt it would be useful to refer the IA report on Budgetary Control 2023/24 to the confidential section of the Trust Board to ensure all Board members are aware similar recommendations have been identified from both pieces of work. The Chief Executive thanked Mrs McKeown for clarifying that once IA fieldwork had been completed an independent conclusion was formed and then aligned to the external report conducted by Mr P Cummings.

Action – Mr McDonald

Mrs McCartan referred to recommendation 1.2, which states in 2024/25 there should be regular reporting of issues from the Finance, Performance and Workforce (FPW) Committee through to Trust Board. She said that as Chair of the aforenamed Committee, she provided a comprehensive Chair’s report to Trust Board. Mrs McCartan emphasized the importance of the right level of detail being fed up through to Board level on FPW issues and said she would value assurance from Mrs McKeown that this was being met through her Chair’s Report. Mrs McCartan asked the Committee Secretary to share the last two Committee Chair’s reports with Mrs McKeown in due course for feedback.

Action – Committee Secretary

A lengthy discussion took place around the content of reports to the FPW Committee and Trust Board.  Mrs McCartan updated on work underway to establish an integrated finance, performance and workforce report and envisaged this to be operational by Autumn 2024.  Mrs McCartan made the point that moving forward the focus for the committee needs to be financial recovery, savings plans and workforce data with the full Finance Report presented and scrutinized at Board level.  She said as Committee Chair, her reporting to Trust Board would focus on saving plans, financial recovery and escalating concerns from the Committee and added it was important there was monitoring and recording in terms of the ongoing work of Medicine and Unscheduled Care (MUSC) as well as the actions coming from the recommendations highlighted in both the external review and the IA audit exercise.

Mrs McCartan went on to highlight page 16 and asked what the issues were in relation to historical budget billed matters. Ms Teggart explained that currently, commissioned budgets are not aligned and, in such areas as MUSC, where the budget is not sufficient for its needs, this will require work to ensure budgets are re-configured properly to spending plans. The Chief Executive alluded to the challenges due to the lack of future planning across Northern Ireland for a considerable period. Ms Teggart said the organization will have to work from a deficit position to realign the budgets and set control totals and added this detail is set out in the external report.

Mr McDonald asked if there has been improvement in terms of the ownership/buy-in to savings delivery from Directorates post the external financial review and the IA assignment. In response, the Chief Executive said she had been engaging with Directors who are committed to the management of savings delivery needs and said progress is being made and lessons learned.

At this point, Ms Teggart put on record her thanks to IA for the detailed work they had undertaken as part of the assignment. She said that whilst the outcome was disappointing for all colleagues, she acknowledged the external review did take into consideration the context in which the Trust was working throughout 2023/24. She welcomed the recommendations it delivered and said it was helpful that separately, recommendations identified through the IA assignment are not in addition but similar. Members noted that an Action Plan has been agreed with timeframes. Ms Teggart said the Trust recognized that an element of its financial reporting in 2023/24 was later in the year and she took time to outline the various challenges in terms of getting budgets and savings plans confirmed and said, that in drawing learning from the prior year the Trust will work towards ensuring all budgets for 2024/25 are circulated by 31 May 2024 in line with good practice. Continuing, she said that in light of the Trust’s prior year savings plans which were difficult to achieve, moving forward into the new financial period, each savings plan will have a project management structure and support to the Directors, to ensure that this forms part of the process in the 2024/25 financial year.  

In relation to training, Ms Teggart said that Mrs Toal and herself will work to establish a training needs assessment and said she envisaged training will be rolled out across all budget areas and additionally to lead nurses and appropriate clinicians by 31 December 2024 and added this will help to strengthen the understanding of finance within the organization. In concluding her remarks, Ms Teggart said that whilst there was much work to do, the Trust has a plan in place for 2024/25.

Mr McDonald said it was important all Directors are clear what the control issues are and recognized their individual financial responsibility to administer Trust public funds prudently. Mrs McCartan concurred, recognizing the extremely serious situation with rising operational demands and challenges versus the need to reduce the forecasted deficit under financial recovery.

5iii)  	BSO SHARED SERVICES SUMMARY REPORT

Mrs McKeown presented the BSO Internal Audit Shared Services Summary report and members noted the assurance provided by IA in respect of the shared service audit as follows:-

Payroll Service Centre (Elementary PSC Processes)
Satisfactory

Payroll Service Centre (Staffing Stability, Impact of Change Requests on Month 10 & Month 11 Payroll, SAP / HMRC RTI Reconciliation, Overpayment Backlog and Closedown Checks and Variance Monitoring)
Limited

The Committee reflected on the detail within the report and noted particular concern in terms of the risks to the Trust in relation to the significant period of regional system change, moving from HRPTS to the new Equipe Programme, along with the implementation of Encompass.  Mrs McCartan asked if the Business Services Organisation (BSO) issue was included on the Trust Corporate Risk Register (CRR), to which Ms Teggart confirmed it was. Ms Teggart went on to say that herself and Mrs Toal have highlighted concerns up to both project boards.  Mrs McCartan asked if the Trust had an internal steering group in place to oversee preparedness for Encompass internally. The Chief Executive assured members very active Encompass work is currently ongoing at all levels in the lead up to the Trust ‘Go Live’ in 12 months. She took time to outline the unique challenges facing the Southern Trust in working to implement both the Equipe and Encompass systems within a short period apart. Mrs McCartan asked if the matter had been escalated to the Permanent Secretary to which the Chief Executive advised she had raised a number of concerns in relation to the matter up through the Regional Board. Mrs McCartan pointed out the significance of the timing of the implementation of the new system changes as well as endeavouring to manage the timeframe for year-end 2024/25. Mr McDonald advised he would raise these matters of concern via the Committee Chair’s report to Trust Board.

In concluding, Mrs Ensor asked if the issues discussed had been included within the Project Plan for the change-over to Equipe. By way of response, Ms Teggart advised this work will be project managed by BSO and outlined some of the finer detail. Ms Ensor went on to highlight the legal obligation to pay salaries and ensure suppliers are paid in line with prompt payment targets and asked what mitigations are in place if the system should go down. The Chief Executive assured members the detail of this is all covered under the Trust Business Continuity Plan.

Mr McDonald pointed out the Trust had a Limited level of assurance on Business Continuity when last audited by Internal Audit and asked management to be mindful of this in light of the discussion. 

Action – Mr McDonald

5iv)  	HEAD OF INTERNAL AUDIT ANNUAL REPORT

At the outset, Mrs McKeown drew members attention to the Key Performance Indictors (KPIs) for 2023/24 and said the KPI target in relation to the timely finalisation of draft audit reports has not been achieved. Whilst she acknowledged the pressure across operational teams throughout the organisation, she said that in the context of her overall assurance opinion this year, moving forward there is a need for more timely responses from Executive management in relation to IA draft reports and more importantly, taking prompt action to address any issues that have been identified after the finalisation of the report.

Continuing, Mrs McKeown summarised the work of IA during the 2023/24 financial year. Of the 22 IA assignments conducted, 9 received Satisfactory assurance, 11 received Limited assurance and 2 received a hybrid assurance rating. Mrs McKeown said, there were 37 significant recommendations identified across all reports and in particular highlighted Laboratory Services, Governance and Management. Members noted that the final report for this assignment, which has 3 significant issues will be reviewed by the ARAC at the next meeting in June 2024.

Action – Mrs McKeown

In terms of follow up work, Mrs McKeown said there were 50 outstanding, significant audit recommendations at year-end and emphasised sufficient action has not been taken to fully address the reasons for some of the previous Limited/Unacceptable assurance audits. Mrs McKeown said that in light of this, overall, for the year ended 31 March 2024, Limited assurance was provided on the adequacy and effectiveness of the organisation’s framework of governance, risk management and control and she took time to explain the rationale for her conclusion.

Mr McDonald thanked Mrs McKeown for her clear and concise report and said the Committee must reflect on the overall opinion later in the agenda.  Mrs McCartan said that whilst disappointing, she fully recognised the reasoning for the assurance opinion. She took time to acknowledge the good work undertaken through the IA forum and across the operational teams despite a challenging year and emphasised the importance of ensuring governance and risk management is central, along with addressing the recommendations, to improve the system of internal control moving forward. Mrs McKeown said that the Trust engages well and fully recognises the value of IA and this will assist with the work moving forward.



6) RISK MANAGEMENT UPDATE

Mr McDonald advised that the Chair of the Trust Governance Committee and himself had met with Ms Teggart and Dr Austin to tease out the issues and the differentials in terms of the responsibilities aligned to the Governance Committee and ARAC in relation to corporate risk register reporting and oversight arrangements. Members welcomed the briefing paper which set out clearly the requirements for both Committees.

7i) 	DRAFT ANNUAL REPORT AND ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2024

At the outset, Ms Teggart recorded sincere appreciation to the Finance Team and wider Finance staff for their dedication and hard work in preparing the draft annual report and accounts against an extremely challenging timeframe.  Ms Teggart advised that the draft documents would be submitted to the Department of Health (DoH) the following day, Friday, 3rd May 2024 in line with Departmental timescales.  She acknowledged that whilst members had not had an opportunity to review the draft report and accounts, including the draft Governance Statement, in full, in advance of the meeting, a robust discussion would be facilitated at the next ARAC meeting scheduled for 17th June 2024.  Ms Teggart said the draft documents will also be reviewed by the Trust (SLT in advance of the next ARAC meeting on 17th June 2024.  

Ms Teggart guided members through the key elements of the draft documents and at the outset said it had been an extremely challenging year for the entire HSC system.  She reminded members regarding the efficiency target set for 2023/24, with the Southern Trust tasked to achieve a target of £26.3m.  Ms Teggart said that while the Southern Trust had achieved financial balance for 2023/24, with a small surplus of £39k, it must be noted that this is against a backdrop of significant pressures during the year and only possible through additional funding for baseline deficits of £41.3m, of which the source of £30m is the financial package made available following the restoration of the Northern Ireland Executive. Continuing, Ms Teggart said the Trust achieved £11.4m savings through a reduction in spend and emphasised the organisation has worked extremely hard to balance safe, high quality patient care together with the increasing demands for services in 2023/24. Revenue from all sources amounted to £1,020m and members noted the finer detail.  The Capital Resource Budget for 2023/24 was c£28.7m, a decrease of £11.4m from the prior year and Ms Teggart outlined how the Capital budget was spent.

In relation to prompt payment statistics, Ms Teggart welcomed good performance, with the Trust achieving 94.13% of invoices paid within the 30-day period. Continuing, Ms Teggart said it was interesting to note that while total income for 2023/24 had increased by 10% to £1,073,170, management costs remain similar to the prior year figure at 3%, demonstrating that the organisation was running at a higher level of service with broadly the same management costs.

	Ms Teggart reported that there were 12,822 whole time equivalent (WTE) persons employed during the year, a small increase on prior year figures.  Ms Teggart advised staff costs increased by £86,632k (14%) from prior year.  In relation to Non-Pay expenditure, members noted an increase of 27.9% to £494,636k. Ms Teggart continued and outlined the detail in relation to the Balance Sheet movements including Assets and Liabilities, and provisions which were significant.

	Monies held on behalf of patients/residents amounted to £12.3m, an increase of £878k on prior year balances. The Trust will be progressing work with the Directorate of Legal Services (DLS) in terms of trying to reduce the balance. 

	Ms Teggart highlighted a number of changes in reporting within the 2023/24 financial statements including i) financial performance target less deficit funding, ii) 2 further categories of pay liabilities disclosed as provision instead of accruals and iii) the inclusion of a contingent liability in relation to ‘sleep-ins’. Discussion is ongoing with the DoH in relation to the latter.

	In conclusion, Ms Teggart referred to several key dates, as the draft annual report and accounts for public funds and CTFs move through the process towards sign off and certification by the Comptroller and Auditor General.

	At this point, Ms Teggart suggested that it would be helpful in future if the ARAC met to review the draft financial statements following the submission date to the DoH and outlined the rationale for the suggestion. A short discussion ensued, and members agreed they were content with the proposed approach being tested in the 2024/25 financial year. Ms Teggart agreed to liaise further with the Board Assurance Manager and the Committee Chair to schedule the 2024/25 ARAC meeting dates accordingly.

	Action – Ms Teggart

Mrs McCartan recorded appreciation to the Director of Finance along with the Assistant Directors of Finance and the wider Finance Team, on delivering a high standard of draft accounts and meeting the tight timescales. Mrs McCartan noted the difficult budgetary environment and whilst having received financial help from the DoH, welcomed the achievement of a breakeven position at the close of the financial period. She commended the diligent work of both the Finance and Estates teams, to ensure the Capital allocation of £29m was fully utilised within the period under review. Mrs McCartan highlighted the staff costs of £700m for the period, equating to two thirds of the total budget and said the challenge for the Trust was how the organisation manages payroll costs effectively to reduce the deficit moving forward and added an area of focus must be on-contract spend and agency and medical locum spend.  Mr McDonald said that he did not see the answer was solely through seeking efficiencies in the organisation with the budget available to meet the demand and emphasised major structural changes to delivery of services were required across Northern Ireland and in his view this would require both a regional and political solution to the issue.

In conclusion Mr McDonald said that while it was the role of ARAC to provide challenge on pertinent issues, he recognised the difficult financial environment with many elements outside the control of the organisation and thanked the finance team for their continued diligence in these matters.	 


7ii) 	CONSIDERATION OF LOSSES FOR WRITE-OFF

Mrs Jones presented the Statement of Losses and Special Payments for the year ended 31 March 2024 and supporting narrative. In particular, members noted the quantum of Clinical Negligence Compensation Payments (109 cases) paid out during 2023/24 amounting to c£10.65m. This is an increase from the prior year sum of c£8.4m paid out against 67 cases. Payments in excess of £250k were made/are due in relation to 8 clinical negligence cases.

Members considered Stores Losses which includes the write-off of expired, damaged and discontinued pharmacy stock to the value of £500k, an increase of £150k from the prior year and questions around inefficiency were raised and the need for tighter controls in terms of the management of pharmacy stock was highlighted. Mrs Jones advised that rigorous stock counts are undertaken twice weekly, however said she was content to feedback members concerns. 

In response to a question from Mrs McCartan on the £104.3k financial assessment debt, Ms O’Hare advised that these payments were not only historic in nature but also involve frail, elderly people who have passed away and in some cases, there is no legal route to follow to recoup the debt.

Members were content to recommend the Statement of Losses and Special Payments for onward submission to Trust Board for approval at the meeting scheduled to take place on 20th June 2024.

7) DRAFT GOVERNANCE STATEMENT 2023/24

	The Director of Finance, Procurement and Estates presented the draft Governance Statement for the year ended 31 March 2024. She advised the document had been prepared with information sought from across the Trust and includes all areas required in relation to the management of public money.  Members noted that at this juncture, the document had not been reviewed collectively by the Trust SLT in advance of its submission, in draft form, to the Department of Health (DoH) on 3rd May 2024.

Ms Teggart guided members through the key elements of the document. In particular, she highlighted Section 8 (Sources of Independent Assurance) and recognised the overall opinion for 2023/24 of the Head of Internal Audit, providing Limited assurance on the adequacy and effectiveness of the organisation’s framework of governance, risk management and control.

Members took time to consider the key area of the document, Section 10 (Internal Governance Divergences) and Ms Teggart spoke about the control issues that had been closed in year and also highlighted the progress on prior year matters which continue to be considered as control issues. Members noted 3 significant internal control divergences had been identified in 2023-24 and remain ongoing. Actions are being taken to address weaknesses in internal control. Ms Teggart pointed out the document would require specific approval by the SLT, in respect of the changes that had been agreed following direction from the DoH at the mid-year review point.

Mr McDonald referred to the letter issued from the DoH in March 2024, in relation to whether the Board would decide to declare the Trust deficit a control divergence and stated he did not see it clearly articulated within the Governance Statement. Ms Teggart stated that this is covered in the Review of the Effectiveness of the system of Internal Governance section under financial risks. Mr McDonald went on to add that the outcome reports from both recent financial reviews, had clearly identified issues which required addressing.

Mrs McCartan stated that she was focused on the overall conclusion of the Governance Statement. In her opinion, the current draft of the Accounting Officer’s overall assessment in relation to the system of internal control Section 12 (Conclusion), 3rd paragraph – “Having considered the accountability framework within the Trust and the range of assurances provided to me, I am content that the Trust has operated a sound system of internal control, risk management and corporate governance during the year 2023/24”, is inconsistent with an Overall  Limited Assurance Opinion on the adequacy and effectiveness of the organisation’s framework of governance, risk management and control issued from the Head of Internal Audit, as well as the outcomes of two  Finance Governance Reviews and £41.3m of DoH deficit funding support during 2023/24.

The Chief Executive acknowledged the text required further consideration  and adjustment and emphasized the document remains in draft form. Mrs McCartan suggested a more appropriate form of words for the final paragraph may be, ‘In light of the overall Limited assurance from the Head of Internal Audit in relation to the system of Internal Control in the Trust for 2023/24, together with ongoing Finance Governance Reviews, I acknowledge that the system of Internal Control, Governance and Risk Management requires improvement. I confirm that Action Plans are in place to address the internal control deficits’. The Chief Executive reiterated that she was aware the final paragraph required further adjustment and she would undertake to address in advance of the submission deadline of 3rd May 2024.

Action – Chief Executive

At this point, further discussion ensued in relation to Mr McDonald’s query on the inclusion of the Trust deficit as a control divergence and members were content the matter had been referenced appropriately under financial risks and no further adjustment was required.  At the conclusion of discussion, members were clear that whilst the Governance Statement was in draft form, the Committee could not accept the overall conclusion of the Accounting Officer in its current form and the Chair asked that this would be reflected appropriately within the minute of the meeting.

At this point, Mrs Ensor referred to Section 2 (Compliance with Corporate Governance Best Practice) and commented that the outcome of the Board Governance Self-Assessment Tool appears to be contradictory with the external Financial Governance Review Report. Ms Teggart stated that the Governance Statement had reflected that the Board Governance Self-Assessment was a good practice tool completed and approved by the Trust Board during 2023/24. Mr McDonald added that whilst the report author had reported deficiencies with the Tool he had not questioned its propriety, however the crucial element in terms of finance is that it is imperative the organisation re-assesses its own financial performance.

Members were advised that the draft Governance Statement remains subject to ongoing review during the course of the Audit and will be considered separately by the Trust Governance Committee at its next meeting scheduled for 16th May 2024.

9) 	DRAFT ANNUAL REPORT AND CHARITABLE TRUST FUNDS ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2024

Mrs Jones presented the draft Annual Report and Charitable Trust Funds Accounts 2023/24 and advised the draft financial statements were due for submission to the Department of Health (DoH) on 3rd May 2024, in line with the departmental reporting timeframe. 

At the outset, Mrs Jones guided members through the detail within the Trustees Report and recognised in particular the change from prior year in terms of the re-structuring of the Endowments & Gifts Committee to the newly constituted Charitable Trust Funds (CTFs) Committee. The report also set out clearly the various charitable activities of the year and gave a brief overview of the work of the CTF committee for the period under review. In terms of income sources, Mrs Jones advised donation income has increased from the prior year with £179k in donations received from individual sources for the period 2023/24 and members noted the detail showcasing a number of ‘Good News’ stories demonstrating the generosity of the local community for the support in financial and non-cash donations. 

In regard to the CTF accounts, Ms Jones advised that during the year income totalling £516k was received, an increase of £77k on prior year figures, mainly due to an increase in donations and investment income. £314k was received in donations and legacies compared to £262k in 2022-23.  £202k of investment income was received; this was an increase of £25k, when compared to 2022-23.  

Mrs Jones said that expenditure has increased this year predominately in the category of staff welfare and support and this will increase as the Trust moves to utilise the £3m DoH staff support donation. She welcomed the improved share price and dividend performance from prior year and spoke about the Trust’s intention to begin to withdraw some of the £1.5m invested from the £3m ministerial donation.  Mrs Jones went on to say the Trust will closely monitor cash balances as the work on the new Health and Wellbeing Hub progresses at the Banville Site.

In terms of the financial position at year-end the total fund balances were reported as £6,447k at 31 March 2024, a total increase of £71k from the previous year.

Mr McDonald thanked Mrs Jones for her clear and concise presentation of the Annual report and CTFs accounts and requested they would be shared with Ms Donaghy, Chair of the CTFs Committee for her information/comments.  At this point, Ms Teggart advised that due to resourcing issues the Northern Ireland Audit Office (NIAO) have advised they will not be in a position to audit the CTFs Accounts until late Summer.

Mrs McCartan referred members to page 6 of the Annual report and requested that under the heading ‘Organization Structure’ an amendment would be made from 5 Non-Executive Directors to 7. Mrs McCartan went on to commend the numerous examples of positive performance, demonstrated within the report. The Chief Executive concurred and assured members these are well publicised through the weekly ‘Chat with the Chief’ sessions and also through the ‘Southern-i’ platform. Mrs McCartan suggested showcasing a number of the In-year highlights from 2023/24 at Board level, to which the Chief Executive said this was something that could be raised with the Trust Chair.

Mrs McCartan made a number of suggested amendments to the document in relation to narrative around i) the Trust’s breakeven position and ii) Non-Executive Director meeting attendance. Ms Teggart agreed to consider further following the meeting.

Mrs Ensor referred to page 5 of the Annual report and queried why ‘Other Members’ were listed as Trustees of the CTFs. A brief discussion took place after which, Mrs Jones agreed to revisit the matter further in advance of preparation for the final draft position in June 2024.

On behalf of the Committee, Mr McDonald thanked Ms Teggart and the wider Finance team for their expertise in administering the CTFs throughout the year and also their commitment to delivering the draft Trust Fund financial statements to a challenging timeframe.  

10) 	TRAINING AND DEVELOPMENT

	Members were reminded to continue to avail of learning and development opportunities.

11) 	ANY OTHER BUSINESS

· Feedback on today’s meeting

Mr McDonald asked Mrs McKeown if she had any additional comments/feedback to make at the conclusion of the meeting from an Internal/External perspective. None were noted.

The Chair recorded thanks to everyone for their support and commitment to the work of the Committee throughout another financial year and working against an extremely challenging operational environment.

By way of reminder, Mr McDonald advised that in keeping with good practice procedures, ARAC members will meet Internal and External Audit representatives in closed session prior to the ARAC meeting on 17th June 2024.   Following a brief discussion, it was agreed that the CTFs Committee will also meet on 17th June to review the draft Annual Report and CTFs Accounts prior to the ARAC meeting. The Committee Secretary agreed to amend the meeting schedule and advise all attendees accordingly.

Action – Committee Secretary

The meeting concluded at 12.50 p.m.
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