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Extraordinary Audit Committee

Minutes of the meeting held on Tuesday 8 May 2018
Board Room, Sanger House

	Present: 

	Colin Greaves (Chair)
	CG
	Lay Member, Governance

	Alan Elkin 
	AE
	Lay Member, Patient and Public Engagement

	Dr Will Haynes
	WH
	GP Liaison Lead, Gloucester City

	Dr Hein Le Roux
	HLR
	Deputy Clinical Chair 

	

	In Attendance:	

	Cath Leech
	CL
	Chief Finance Officer 

	Andrew Beard
	AB
	Deputy Chief Finance Officer

	Rupert Boex 
	RB
	Financial Accountant

	Zoe Barnes
	ZB
	Corporate Governance Support Officer



	1.
	Apologies 
	

	
	
	

	1.1
	Apologies were received from Peter Marriner (PM).  
	

	
	
	

	1.2
	CG confirmed that the meeting was quorate. 
	

	
		 
	

	2.
	Declarations of Interests
	

	
	
	

	2.1
	WH declared an interest in discussions pertaining to primary care as his practice (Hadwen Medical Practice) had recently completed an extension from grant funding. WH also declared indirect interests as his wife was a Consultant at Gloucester Royal Hospital. 
	

	
	
	

	2.2
	HLR declared a general interest as a Gloucestershire GP.
	

	
	
	

	3.
	Draft Statutory 2017/18 Annual Accounts
	

	
	
	

	3.1
	AB introduced the draft unaudited 2017/18 annual accounts and the paper was taken as read. AB highlighted the key issues arising from the report. 

	

	3.2
	AB presented the summary including the total CCG surplus of £21,767k against the initial planned surplus of £17,249k. The 0.5% system risk reserve (headroom) equivalent to £3,705k was released to increase the surplus in March 2018. In addition, NHSE returned £793k to the CCG from the central drugs savings; this was also released to increase the surplus position.
	

	
	
	

	3.3
	AB noted that the cash holdings at the end of the year were £6k and were less than 2016/17. 
	

	
	
	

	3.4
	AB advised that the CCG’s performance against the Better Payment Practice code shows that the organisation had achieved its 95% target in both value & volume of invoices. Section 4 of the report was also highlighted and it was noted that the CCG had met all other duties including net costs, running costs and capital resource limit. 
	

	
	
	

	3.5
	AB informed members that, during 2017/18, £950k had been provided for retrospective Continuing Health Care (CHC) claims and £940k for other provisions relating to potential primary care costs, tax related items and other legal and contractual issues.
	

	
	
	

	3.6
	It was noted that the external audit was underway and was scheduled to be completed on Friday 11 May 2018.   In terms of the accounts timetable, AB noted that the CCG had submitted the draft accounts to NHSE before the deadline and advised the Committee of the final submission date for the accounts of 29 May 2018. 
	

	
	
	

	3.7
	AB discussed section 5 of the report (accounting policies). Relevant areas from the NHSE standard approach had been added as described within section 5.1 of the report. 
	

	
	
	

	3.8
	Note 3 Other Operating Revenue – AB advised that there had been an increase in year to £27.9m, the majority of which related to the Better Care Fund, Cancer and Estates and Technology Transformation Fund (ETTF) projects. This had also resulted in an increase in debtors. 
	

	
	
	

	3.9
	Note 6 Operating expenses – AB reported that there had been a 2.4% increase in gross operating expenses, £867.731k reported during the year. 
	

	
	
	

	3.10
	Note 8 Operating Leases – AB advised that operating leases related to building costs and noted that the CCG was still to enter into a formal lease for Sanger House, as the arrangement remained with property services this issue was still to be resolved. 
	

	
	
	

	3.11
	Note 9 Property, Plant and equipment – AB reported that IT equipment was purchased in year at a cost of £70k. Other IT equipment was depreciated and the net book value of IT equipment was £369k.
	

	
	
	

	3.12
	Note 10 Receivables – AB advised that there were additional outstanding debts from NHSE and Gloucestershire County Council (GCC). The overall outstanding debt totalled £5.667k.
	

	
	
	

	3.13
	Note 12 Payables – Members noted that the CCG had outstanding creditors of £47.188k. AB advised that the majority of these had been settled. It was noted that GCC recharged the CCG in partnership budgets, mainly around learning disabilities. 
	

	
	
	

	3.14
	Note 13 Provisions – AB discussed the provisions and noted that, as at 31 March 2018, £925k had been set aside for CHC cases; the team had received 825 cases this year. It was also advised that money had been reserved for potential primary care costs and VAT changes on software. 
	

	
	
	

	3.15
	Note 19 Related Party Transactions – This note reflected the changes in governing body members between 2016/17 and 2017/18. 
	

	
	
	

	3.16
	CG congratulated the team on meeting the targets for this financial year, however raised concerns regarding the gap in running costs which was decreasing. CL provided assurance that the running cost target for this year would be met, and she and the Accountable Officer were to meet to discuss how to address this. CG added that he also remained concerned regarding the costs to the CCG as a result of increased staffing for the Sustainability and Transformation Partnership. CL confirmed that conversations were underway with NHSE in terms of the areas that could be moved outside of running costs. 
	

	
	
	

	3.17
	CG noted that the figures for the BPPC were good, and requested that the requirement to publish on the CCG website on the 15 June remained a priority. 
	

	
	
	

	3.18
	CG highlighted the increase in CCG income and advised that he was concerned around the provisions however understood the rationale. 
	

	
	
	

	3.19
	Members queried what changes had been made since 2016/17 in terms of the accounting policies. CG requested that the changes were highlighted more clearly within the report. AB confirmed that there were no significant changes. ACTION AB.
	

	
	
	

	3.20
	CG requested further detail on the breakdown of the Better Care Fund. CL confirmed that an update would be prepared and brought to a Governing Body business meeting in June/July. 
Post meeting note: This has been scheduled for 19th July 2018.
	

	
	
	

	3.21
	IR35 was discussed in terms of where the CCG stood on staff payroll. AE also noted that consultancy costs had increased. CL advised that the CCG completed the HMRC test for all staff not identified on payroll. 
	

	
	
	

	3.22
	AE queried who the grants to other bodies related to. AB advised that this was for the voluntary sector such as Teens in Crisis (mental health) and cultural commissioning. CL added that grants are made under section 64 of the Health and Social Care Act. 
	

	
	
	

	3.23
	AE queried what was meant by purchasing of social care within note 6. AB confirmed that this was a new line in the accounts for this year and related to the purchasing of community equipment. CL added that there was significant work underway to review community equipment services, and the community equipment store had moved to the Forest of Dean presenting some access issues. This matter was reported and monitored by the Joint Commissioning Partnership Executive (JCPE). CL advised that this issue could be added to the BCF update to be presented informally to the Governing Body. 
	

	
	
	

	3.23.1
	WH raised concerns regarding the community equipment service noting that this was important for patients, and easy access to the depot was critical. CL advised that the joint commissioning team were working on making significant improvements to this service of which the priority was to get people home. HLR added that this was about planning in advance. CG suggested that the process was explained at a business meeting and this was agreed.
	

	
	
	

	3.24
	RECOMMENDATION: The Committee noted the contents of the draft accounts.
	

	
	
	

	3.1
	Assurances from management and those charged with Governance
	

	
	
	

	3.1.1
	CL advised that the purpose of the table was to provide detail of the responses given to a series of questions from auditors posed to the CCG. The purpose of this exercise was for the auditors to gain further assurance of internal control processes in addition to on-site testing and other reviews undertaken as part of the audit process. 
	

	
	
	

	3.1.2
	CG noted that the Governing Body was ultimately responsible for the governance of the CCG, rather than the Audit Committee Chair. 
	

	
	
	

	3.1.3
	RECOMMENDATION: The Committee noted the report.
	

	
	
	

	3.2
	Going Concern
	

	
	
	

	3.2.1
	CL presented the Going Concern paper which set out the concept and the evidence used to demonstrate the CCG was a going concern.
	

	
	
	

	3.2.2
	CL advised that the CCG would technically always be a going concern as functions would transfer to another organisation.  The purpose of the going concern paper was to provide assurance to the Governing Body that the CCG is a going concern and for the accounts to be prepared on this basis.
	

	
	
	

	3.2.3
	RECOMMENDATION: The Committee reviewed and confirmed the assessment that the CCG was a going concern and that it was appropriate for the accounts to be prepared on this basis. 
	

	
	
	

	4.
	ISAE3402 reports received from third party suppliers 
	

	
	
	

	4.1
	CL presented the service auditors’ report and advised that these reports were produced in order to deliver assurance over the internal controls and control procedures operated by support service organisations to their customers and their auditors. 
	

	
	
	

	4.2
	CL advised that the controls were broadly greater than previous years however there were some inconsistencies in control objectives of which 7 exceptions were identified. As the CCG had their own controls in place around payments and transactions recording within the ledger, and testing from the external auditors carried out as appropriate therefore there was reasonable assurance. 
	

	
	
	

	4.3
	CG queried the timescales for the retrieval of the reports. CL advised that it was down to NHSE when reports would be provided however would be forwarded to the Committee as soon as possible.
	

	
	
	

	4.4
	RECOMMENDATION: The Committee noted the report which was provided for information.

	

	5.
	CSU Report on Internal Controls
	

	
	
	

	5.1
	CL presented the report which provided assurance of South Central and West Commissioning Support Unit (CSU) internal controls for payroll up to 31 March 2018. It was noted that non-clinical procurement was not incorporated into the report as outlined within the cover paper. 
	

	
	
	

	5.2
	CL advised that this paper provided an update to the reports previously carried out. The action plan had not been received however would be followed up with the CSU. 
	

	
	
	

	5.3
	CG expressed his frustration regarding the staffing issues which remained unresolved such as the addition of new starters to payroll in a timely manner.
	

	
	
	

	5.4
	RECOMMENDATION: The Committee noted the report. 
	

	
	
	

	6.
	Head of Internal Audit Opinion
	

	
	
	

	6.1
	CL presented the 2017/18 internal audit annual report which included the Head of Internal Audit’s final opinion.
	

	
	
	

	6.2
	The Committee noted that the overall opinion was that the CCG’s governance, risk management and control in relation to business critical areas was rated satisfactory. 
	

	
	
	

	6.3
	CL reported that there were 10 medium risk rated findings following the audits, and no high risk areas. Recommendations which remained outstanding would be followed through with the new internal auditors (BDO) in 2018/19. 
	

	
	
	

	6.4
	CG accepted that the overall assessment from internal audit was positive for the CCG however noted that 4 of the areas completed within the plan were not risk rated but presented some issues to be addressed, particularly the risk management report which was disappointing. It was noted that additional risk management training for the Governing Body had been arranged for June with support from BDO. 
	

	
	
	

	6.4.1



6.4.2



	CL added that the General Data Protection Regulation (GDPR) review was an advisory report to assess the CCG’s readiness for the new law, providing rationale for this not being risk rated. 

It was noted that the CCG was in a similar position to peer organisations, however issues remained within CHC. PWC would be attending the extraordinary Audit Committee on 22 May 2018 to present the final annual internal audit report. 
	

	
	
	

	6.5
	RECOMMENDATION: The Committee noted the contents of the report.
	

	
	
	

	7.
	Governance Statement
	

	
	
	

	7.1
	ZB presented the draft governance statement which would be incorporated into the CCG annual report. The statement had been updated following the meeting in March to include internal audit reports regarding the management of conflicts of interest, risk management review and other key changes such as the inclusion of paragraphs around the Modern Slavery Act 2015, and updated web-links.
	

	
	
	

	7.2
	ZB requested comments from the committee prior to final submission for the annual report. 
	

	
	
	

	7.2.1
	The Committee recommended the following changes:

· Number of member practices to be confirmed;
· Listing of localities on page 5 as bullet points so these are clear.
	

	
	
	

	7.3
	AE noted that the report read well. 
	

	
	
	

	7.4
	RECOMMENDATION: The Committee reviewed the draft Governance Statement and recommended approval to the Governing Body within the annual report, subject to minor changes recommended to ZB and CGi.
	

	
	
	

	8.
	Draft Audit Committee Annual Report
	

	
	
	

	8.1
	CG presented the draft Audit Committee Annual Report which was taken as read and outlined the work of the Audit Committee during the 2017/18 financial year. 
	

	
	
	

	8.2
	CG advised that the report was to be updated once all final internal audit reports had been received and would therefore be brought back to the next meeting. 
	

	
	
	

	8.3
	CG noted that GDPR and service auditor report would be incorporated. 
	

	
	
	

	8.4
	RECOMMENDATION: The Committee accepted the draft Audit Committee Annual Report which would be updated for the May 2018 Governing Body meeting.
	

	
	
	

	9.
	Any Other Business
	

	
	
	

	9.1
	Members noted that the HFMA had released a new NHS Audit Handbook which would result in the need to review the audit committee self-assessment.
	

	
	
	

	The meeting closed at 10:07am.

End of year meeting timetable:

Tuesday 22 May 2018 at 9:00am in the Wheatstone Room, Sanger House (Extraordinary Meeting – review of final accounts)

Tuesday  10 July 2018 at 9:00am in the Board Room, Sanger House – Next full Audit Committee
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