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Minutes of a meeting of the Audit & Risk Assurance Committee
held on Monday, 17th June 2024 at 10.45 a.m., via Zoom

PRESENT:

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

IN ATTENDANCE:

Dr M O’Kane, Chief Executive
Ms E Mullan, SHSCT Chair
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 A Rutherford, Assistant Director of Finance for Financial Services, SHSCT
Mrs F Jones, Corporate Financial Accountant, Fraud Liaison Officer, SHSCT
Mrs C Reid, Director of Surgery & Clinical Services, SHSCT (Item 8i only)
Mrs J McConville, Assistant Director of Corporate Planning (Item 12)
Mrs C McKeown, Head of Internal Audit
Ms J McCaw, Assistant Head of Internal Audit
Ms K Doey, Audit Manager, Northern Ireland Audit Office (NIAO)
Mrs S Judt, Board Assurance Manager, SHSCT
Mrs S McCormick, Committee Secretary, SHSCT (Minutes)

APOLOGIES

Mrs L Ensor, Non-Executive Director
Ms C Kane, Engagement Director, NIAO

1) CHAIR’S WELCOME

Mr McDonald welcomed everyone and in particular, Ms E Mullan, Trust Chair, who had requested to observe the meeting on this occasion.  Mrs Rutherford was welcomed back to the committee after a period of leave. Mr McDonald advised that Mr J Johnston was unable to attend, as part of his Induction programme as a new Non-Executive Director but had given a commitment to review the 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

· Closed Session with Internal and External Auditors

Mr McDonald advised that in line with good practice, ARAC members had met in closed session prior to the meeting with representatives from the Northern Ireland Audit Office (NIAO) and Internal Audit (IA).  Engagement was informative and helpful.

· DoH Correspondence – SHSCT 2023/24 Governance Statement

Members noted the Departmental correspondence dated 15th May 2024 in relation to the SHSCT 2023/24 Governance Statement.  Ms Teggart advised that the revised Governance Statement included within the final Draft Annual Report and Accounts (for discussion under Item 6i on the agenda), reflected the matters referenced in the letter from the Department of Health (DoH).

-   ALB Audit and Risk Assurance Committee Chair’s Forum

	Mr McDonald advised that he had attended a useful meeting of the ALB Audit and Risk Assurance Committee (ARAC) Chair’s Forum on 29th May 2024.


4) MINUTES FROM THE MEETING HELD ON 18th APRIL 2024 

The minutes of the meeting held on 18th April 2024 were agreed as an accurate record of the meeting.

5) MATTERS ARISING FROM THE MEETING HELD ON 2ND MAY 2024

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

At this point, Mrs McCartan requested that Item 6i be deferred until later in the agenda, to allow the NIAO to present Item 7ii.

Mrs McCartan asked if she could highlight page 121 of the Annual Report and Accounts, staff absence and asked for clarity on the actual figure for staff absence as at end March 2024. (7.05% provisional or 7.25% actual). Ms Teggart agreed to liaise further with Mrs Toal in advance of the Trust Board meeting on 20th June and update Mrs McCartan.

Action – Ms Teggart

6ii) 	FINAL, DRAFT ANNUAL REPORT AND CHARITABLE TRUST FUNDS ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2024

At the outset Mr McDonald advised that the Charitable Trust Funds (CTFs) Committee had met earlier in the morning and was happy to endorse the draft CTFs Annual Report and Accounts 2023/24 however, had recommended that further discussion would be necessary at the forthcoming Trust Board meeting in terms of the arrangements in relation to the sign off of the documents by the Accounting Officer and explained the auditors have advised they are not in a position to sign off the financial statements until July 2024.

At this point Mrs Jones highlighted the key elements of the accounts which remain unchanged from those presented to the ARAC on 2nd May 2024. Members noted that during the year income totalling £516k was received, an increase of £71k compared to the previous year, due to an increase in donations and investment income. In particular Mrs Jones referred to the more positive outturn on the investment this year, with a gain of £352k. She pointed out that when compared to 31 March 2023, when there had been an uncrystallised loss (reduction), the share price has now recovered and is continuing a modest improvement.

Members welcomed the year end position and were content to endorse the CTFs Annual report and accounts for onwards submission to Trust Board for formal approval on Thursday, 20th June 2024.

7i) 	LETTER OF REPRESENTATION

At the outset, Mr McDonald introduced the draft Letter of Representation in relation to the SHSCT Annual Report and Accounts 2023/24 included within the Draft Report to Those Charged with Governance 2023/24 at Appendix One.

On behalf of the Accounting Officer, Ms Teggart presented the draft Letter of Representation to the Committee for information purposes. She explained the purpose of the Letter which is signed by the Chief Executive in her role as Accounting Officer and alluded to the Accounting Officer’s responsibility for the effective operation of the system of internal control including the prevention and detection of fraud and other matters.

7ii) 	DRAFT REPORT TO THOSE CHARGED WITH GOVERNANCE 2023/24

Ms Doey presented the findings of the external audit of the Trust’s financial statements for the year ended 31 March 2024. Members noted that while the report covers the Trust Public Funds, CTFs and Patients’ and Residents’ Monies accounts, the main audit testing of the CTFs account will commence on 15th July 2024, with certification of the account planned for late August 2024. The certification of the CTFs account will not impact the Trust certification in July 2024.  Ms Doey continued and advised that currently the NIAO would anticipate recommending to the Comptroller and Auditor (C&AG) that an unqualified audit opinion on the Trust accounts be issued subject to the resolution of two outstanding regional issues, i) PSNI Holiday/Sick Pay provision and ii) Clinical negligence provision.

In relation to misstatements and irregular expenditure, Ms Doey advised no adjusted misstatements were identified as part of the audit work. She also advised that the audit had identified seven findings, 1 Priority One, 5 Priority Two and 1 Priority 3 and members considered the finer detail.

In conclusion, Ms Doey drew attention to the Letter of Representation (Appendix 1) and guided members through the finer detail.  In relation to the Audit Certificates (Appendix 2) Ms Doey advised these would be subject to change dependent on the outcome of the two disputed provisions. 

Discussion ensued and members recorded concern at the disagreement in relation to the classifications of payroll accruals across the region. Mr McDonald referred to regional issues in prior years regarding provisions versus accruals and commented that it was his understanding the DoH had agreed a uniformed format for such calculation.  Ms Teggart advised that discussions are ongoing between the Director of Finance at DoH and the NIAO in relation to a revised calculation that may offer a solution.

In concluding, Ms Doey asked members to note the actions for the Audit and Risk Assurance Committee detailed on page 3 of the report.

Ms Doey recorded thanks to the Finance Team for the professional manner in which they had engaged with NIAO colleagues throughout the course of the year end audit. Mr McDonald congratulated the Trust Finance Team on their work in compiling a very robust suite of Annual Accounts and Financial Statements, along with the Trust Charitable Funds Accounts in an exceptionally timely manner. He also thanked the NIAO for their commendable work throughout the duration of the audit work.

6i) 	FINAL, DRAFT ANNUAL REPORT, GOVERNANCE STATEMENT AND ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2024

Ms Teggart presented the draft Annual Report and Accounts for the year ended 31 March 2024 and guided members through a detailed summary paper of changes made from submission of draft accounts to the DoH on 3 May, to Audit & Risk Assurance Committee (ARAC) on 17th June 2024. In particular, members noted the Governance Statement had been revised and submitted to the DoH for 31 May 2024 to reflect feedback from the Committee, to ensure the statement reflects the limited assurance from Internal Audit on the internal control environment.

Continuing, Ms Teggart advised the Trust concluded the financial year 2023/24 at breakeven with a small surplus of £39k. However, reminded members this was against a backdrop of significant pressures during the year and only possible through additional funding for baseline deficits of some £41.3m of which the source of £30m is the financial package made available following the restoration of the Northern Ireland Executive.

A robust discussion ensued in relation to the possible impact the disagreement on the accounting treatment of the regional issues discussed under the draft Report to Those Charged with Governance (Item 7ii) would have on the Trust financial statements. Members agreed that whilst a response is awaited in regards the revised calculation, the draft Annual Report, Governance Statement and Accounts 2023/24 should progress to Trust Board for approval on 20th June 2024 with a cover note setting out further work is required from Trust Management and the NIAO on the matter. Ms Teggart advised that she would liaise further with the Chief Executive Office to agree a date for the accounting officer to approve and sign off the financial statements in advance of the 6th July 2024 DoH deadline once a resolution was reached on the revised calculation.

Action – Ms Teggart

At this point, the Chief Executive said she wanted to put on record her disappointment that given the two provisions were raised in October 2023, they remain unresolved by the relevant parties, resulting in the Trust accounts being potentially certified with a qualified audit opinion.

The Trust Chair left the meeting at this point.

To allow Mrs McKeown to rectify technical difficulties she was experiencing Mr McDonald requested that Item 9 would be discussed at this point in the agenda.

9)	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.

Ms Teggart advised that whilst Dr Austin was unable to attend the meeting on this occasion, he would provide a written summary update on risk management for the next ARAC meeting on 17th October 2024. She stated that the Corporate Risk Register (CRR) was presented in full and approved by the Trust Governance Committee on 16th May 2024.

Action – Dr Austin

8ia) 	INTERNAL AUDIT PROGRESS REPORT 2023/24 (1 REPORT)

Ms McCaw presented the IA Progress Report, which demonstrates progress against the 2023/24 IA Plan and provides a summary of the audit reports finalised since the last Committee meeting. All audit assignments scheduled for 2023/24 are now complete.

Laboratories – Limited

Members noted the Trust had requested an Internal Audit review of Laboratory Services Governance and Management in February 2024. An assignment into this topic had not previously been performed in the Trust. Ms McCaw began by outlining the scope and advised Limited assurance is provided on the basis that Laboratory Services are not adequately integrated into the Directorate/Corporate governance framework.  Furthermore, there is over reliance on staff within laboratory services to manage the licenses and accreditations in place with limited directorate/corporate overview or knowledge of the processes required to retain the mandatory licenses and accreditations.  Members also noted management of incidents within the Labs requires further review to ensure there is appropriate review, investigation and escalation of reported issues.  There were 3 significant findings in the audit, impacting on the assurance provided. Four Priority 1 and Nine Priority 2 recommendations were identified, all of which have been accepted by Management.

Mr McDonald said it was disappointing to review another Limited assurance report, given the current concerns about the overall internal control environment across the organization and invited Mrs C Reid to respond.  At the outset, Mrs C Reid said that whilst the outcome was indeed disappointing, she had had previous concerns around Laboratory Services and requested IA undertake a review within the 2023/24 IA plan. At this point she recorded thanks to the team for accommodating the work within the financial year. The report findings have highlighted the work required which has been extremely helpful. By way of progress post assignment, Ms C Reid advised of a change in personnel and explained the recently appointed Governance Coordinator is working very well with Labs in terms of setting up Governance structures and taking forward improved reporting and escalation processes.  Work is also moving forward in terms of looking at service improvement around Labs and progressing not only recommendations from this audit but a further piece of work. Mrs C Reid said that while she recognised much improvement work was required, she was hopeful this was the beginning of a better journey for Laboratory Services.

Mr McDonald welcomed the progress made to date and the proactive approach by Mrs C Reid in commissioning the audit assignment in this area.  By way of assurance for ARAC members, Mrs McCartan said it was encouraging to see Directors taking the initiative in this regard.  She noted from the Head of Internal Audit Report, that this is the first time this area has been subject to audit within the Trust and asked was this consistent across the region and queried why it has taken so long. Continuing, Mrs McCartan asked Mrs C Reid if she was content with the time frames for implementation of the recommendations and if there were any issues regarding resources.  In responding, Mrs C Reid said she felt the timeframes were realistic and an additional resource within the organisation has been identified to help bring forward service improvement.  The resource will be in place within the next week or two. Mrs C Reid reported work has already commenced on some of the recommendations which is promising.

Following discussion and consideration, members agreed it would be beneficial for the IA report on Laboratory Services to be shared with the Trust Governance Committee. Mrs C Reid advised the report would also be shared with the SLT Risk and Assurance Group.

Action – Ms C Reid 

Mrs McCartan asked if regional counterparts were experiencing similar issues in this area, to which Mrs McKeown advised that this audit has not been done in other Trusts. In response to an earlier question from Mrs McCartan, Mrs McKeown said that the audit topic had not been undertaken previously because it was not identified as an area specific risk.

8ib) 	INTERNAL AUDIT PROGRESS REPORT 2024/25

Mrs McKeown presented the IA Progress Report, which demonstrates progress to date against the 2024/25 IA Plan.  Mrs McKeown advised fieldwork is currently in progress across five audits.

Members noted the next ARAC meeting scheduled for 17th October 2024, marked the mid-year position and reflected on the importance of collaborative working to ensure as many IA reports as possible come to the Committee for review.

8ii) 	BSO INTERNAL AUDIT GENERAL ANNUAL REPORT FOR HSC FOR 2023/24

Mrs McKeown presented the IA General Annual Report of all Health and Social Care (HSC) Organisations for 2023/24, the aim of which is to assist in shared learning across the HSC system. The report summarises the performance and outcome of Internal Audit activity in the HSC sector during the financial year under review.

The Committee considered the spread of Assurances provided in 2023/24 across all Organisations and were mindful of the importance of learning from IA assurance reports to ensure improvement. Mrs McKeown said 49% of HSC assignment assurances provided in 2023/24 were wholly Satisfactory, which is consistent with 2022/23. In relation to those assurances less than Satisfactory, she pointed out the most common category was contract management and procurement.  Mrs McKeown went on to say that while her overall assurance opinion for the majority of HSC organisations was Satisfactory in 2023/24, overall Limited assurance was provided to a number of organisations, one of which was the Southern Trust.

Continuing Mrs McKeown highlighted that, 82% of outstanding P1 and P2 audit recommendations across the HSC at year end were fully implemented, the highest recorded level to date. Mrs McKeown referred to a number of learning themes from Limited/Unacceptable assurance audits in 2023/24, along with a number of Internal control improvements observed during audits throughout the year.

Members welcomed as helpful, the good practice observation section included on pages 9-10 of the report, which sets out specific internal control improvements observed during HSC audits in 2023/24 including: implementing the 3 Lines Model and Assurance Mapping, Governance over Encompass go/no-go live decisions in relevant Trusts and Incident Management Learning.

Discussion ensued and members considered the Southern Trust’s performance at Organisation 5.  In particular, Mrs McKeown highlighted page 9, pointing out that while the Southern Trust has double the number of P1 recommendations compared to regional counterparts, it does however compare well with other Trusts in terms of the percentage implementation rate, however she added that the number still needs reduced. Mr McDonald welcomed the report as extremely useful and suggested there would be value in ARAC members meeting with their counterparts from other Trusts together to share different issues. Mrs McKeown advised of a forthcoming HFMA session planned for September for NED training and which may be an opportunity to engage at that juncture.

Mrs McCartan welcomed the BSO IA Learning Brief 2023/24, referred to at page 10, point 5.17 and asked if the document could be shared with ARAC members, to which Mrs McKeown agreed.

Action – Mrs McKeown
 
Mrs McCartan also suggested it would be beneficial to share ‘Good Practice Observations during 2023/24’ referred to earlier by Mrs McKeown, with the Trust SLT in light of ‘Go-Live’ readiness for Encompass in Spring 2025. The Chief Executive said it would be useful to share the relevant good practice information with the Trust Encompass Group.

Action – Ms Teggart

Mrs McCartan reiterated there was usefulness in disseminating the information to the Trust SLT, in terms of learning from regional counterparts and looking ahead, taking cognizance of the elements highlighted under section 9.  Mrs McKeown pointed out that the detail within her report is consistent with the advice given in the prior year and she emphasised the Trust needed to implement the 3 Lines Model focusing on training and implementing the significant recommendations. Ms Teggart recognised the Trust still has much work to do in term of implementing outstanding P1 recommendations and said that while it was extremely disappointing for the Trust to receive an overall Limited level of assurance, the organisation has worked very hard via  the IA Forum and good work has been achieved in-year. The Trust will continue to build on this work moving forward in 2024/25 and focus on P1 and significant findings. Ms Teggart said an additional meeting with IA forum had been agreed to take place in October 2024 to assist with this work.

Mr McDonald thanked Ms Teggart for her reassurance and emphasised responsibility for the implementation of outstanding IA recommendations sits across all Directorates. 

8iii) 	BSO DRAFT GOVERNANCE STATEMENT 2023/24

Ms Teggart presented for information purposes, the BSO draft Governance Statement for the year ended 31 March 2024.  Members welcomed the overall Satisfactory assurance provided by the Head of Internal Audit on the adequacy and effectiveness of the BSO’s framework of governance, risk management and control at this juncture and noted the final governance statement would be issued as final assurance for the 2023/24 year at the end of the annual accounting process.

10) 	FRAUD UPDATE

i) SHSCT Annual Fraud and Lessons Learned Report 2023/24

Mrs Jones, Fraud Liaison Officer (FLO) presented her written report, which included 21 fraud cases reported within the Southern Trust for the financial year 2023/24.  Three cases are now closed.  Members asked about a number of cases in particular and to which Mrs Jones responded accordingly. Members welcomed as very helpful the learning outcomes for the individual fraud cases identified across the Directorates.  Mr McDonald acknowledged the very important remit aligned to the FLO and recorded appreciation to Mrs Jones for her diligence in this regard throughout the financial year 2023/24. 

ii) BSO Counter Fraud and Probity Year-End Report 2023/24

Mrs Jones guided members through the key elements of the report and advised that in the year under review, CFPS investigated a total of 250 referrals from HSC clients and other agencies. Mrs Jones referred to the detail on the Organisations key performance indicators and commended their work in raising Fraud prevention across the region. In response to a question from Mrs McCartan, Mrs Jones outlined for members the difference between cases reported to Counter Fraud services and cases referred to Counter Fraud.

11) 	ANNUAL REPORT ON THE USE OF DIRECT AWARD CONTRACT FOR THE YEAR ENDED 2023/24

Mrs Rutherford presented the annual report to the Committee on the use of direct award contracts (DACs) for the year ended 31 March 2024.  Members noted the number of DACs has reduced from prior years, to 94 in 2023/24, including 11 Red RAG rated DACs which is a decrease on the prior year of 14.  Mrs Rutherford guided members through the finer detail outlined in the report.  The Trust had 9 retrospective DACs reported in 2023/24 a good improvement from the prior year of 30 retrospective DACs. The Trust continues to work hard to improve compliance further with established processes and guidance to ensure these are followed and implemented in a timely manner.

Mrs Rutherford said that DAC awareness training continues to be offered throughout the year to assist those in new roles/needing refresher DAC training. Global circulars are a further tool used to remind staff of the training materials available on the Trust Sharepoint site and how to access other sources of advice as required.

Members thanked Mrs Rutherford for her ongoing work in raising awareness amongst managers in this area.

Dr O’Kane left the meeting at this point.

12) 	SUMMARY REPORT OF POST PROJECT EVALUATIONS COMPLETED DURING 2022/23 ON CAPITAL AND REVENUE PROPOSALS GREATER THAN £300,000

In accordance with the ARAC Terms of Reference, members reviewed the summary report of Post Project Evaluations (PPEs), which were completed during 2022/23 on Capital and Revenue proposals greater than £300k.  Mrs McConville pointed out that the projects detailed within the report contribute towards improvement in the Trust’s infrastructure and in the services which the Trust provides.

Members welcomed the detail included on the objectives of each project, along with an update on, if and how they were met and any key learning identified. Members were pleased to note the Trust has achieved 100% green compliance on the 2022/23 DOH test drilling exercise of economic appraisals and Post Project Evaluations (PPEs). The Trust awaits the outcome of the 2023/24 test drill exercise and Mrs McConville agreed to share the detail once received.

In relation to areas of challenge, Mrs McConville explained that the Trust received in February and May 2024, DoH revised business case guidance along with new templates to be used going forward.  She took time to outline the various challenges associated with the new process and also point out that no formal training has been received in the use of these to date.  Mr McDonald said he would raise the matter at the next ALB ARAC Chairs’ forum meeting.

Action – Mr McDonald

Members welcomed the comprehensive report provided by Mrs McConville and commended the wider team for their diligent work in this area.

Mrs McConville left the meeting at this point.

13) 	AUDIT & RISK ASSURANCE COMMITTEE ANNUAL REPORT 2023/24

Mr McDonald presented the ARAC Annual Report which relates to the year 2023/24.  He reminded members that its purpose was to report on the work of the Committee for the financial year under review. Thanks were recorded to the Board Assurance Manager for the work she had undertaken in producing the comprehensive report.  The Committee endorsed the report for onward submission to Trust Board for consideration at the meeting on 26th September 2024.

Mr McDonald reflected on the challenging year and in particular, drew attention to point 15.5 ‘Overall Conclusion’, which recorded that the Committee is content with the Accounting Officer’s revised draft conclusion in the Governance Statement in which she states “that the system of Internal Control, Risk Management and Governance requires strengthening in a number of areas. I confirm that action plans are in place to address these areas”.

14) 	LOG OF FINANCE CIRCULARS

Ms Teggart explained the paper provides a list of the 2024 HSC (F) Finance circulars issued by the Department of Health, along with a summary of the contents and a hyper link to the full documents for further review.

15) 	TRAINING AND DEVELOPMENT

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

16) 	ANY OTHER BUSINESS

· SHSCT Standing Financial Instructions / Standing Orders

Ms Teggart advised work will commence to refresh both the Trust Standing Financial Instructions and Trust Standing Orders and added she would envisage bringing draft papers to the next ARAC meeting in October 2024. 

· Feedback

Mr McDonald asked Ms McCaw and Ms Doey if they had any additional comments/feedback to make at the conclusion of the meeting from an Internal/External perspective. Nothing further was noted.

Mr McDonald thanked everyone who had contributed to the meeting in any way, acknowledged the current challenging environment.

The meeting concluded at 1.00 p.m.
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