Royal National Orthopaedic Hospital Trust

Trust Board Meeting 

Executive Summary

	Report/Paper:


	Summary of June 2008 Audit Committee

	Date:


	18th June 2008

	Purpose of Paper:


	To provide the Trust Board with a summary of the main issues highlighted in the meeting.

	Summary of Meeting:


	Key points arising from the last Audit Committee held on 19th June 2008

1. Internal Audit presented their annual report which included the Head of Internal Audit opinion as follows:-
“Based on the work undertaken in 2007/08, significant assurance can be given that there is a generally sound system of internal control, designed to meet the organisation’s objectives, and that controls are generally being applied consistently.”
The Committee noted that this was the highest level of assurance that internal audit provide and that this compared favourably when compared with other NHS Trusts in the internal auditor’s client portfolio.
2. There were no major concerns highlighted by internal audit or counter fraud reports published since the last meeting in April.
3. 2007/8 Annual Accounts. The Committee recommended that the Trust Board should adopt the accounts. External audit are scheduled to sign off their opinion in time for the deadline for audited accounts submission on 23rd June. 
The main issues discussed were as follows:-
· Statutory Break Even Duty and “Section 19” Letter. The Trust has a statutory duty to achieve cumulative break even over a 5 year time period. The deficits incurred over the 3 year period 2004/05 – 2006/07 totalled £4.6m. Therefore the Trust would need to record surpluses totalling £4.6m in 2007/08 and 2008/09, taken together. This was a key driver in setting a £2.5m surplus target in 2007/08. However, the Trust recorded a £1.1m surplus in 2007/08 and the Trust Board has agreed a planned surplus of £1m in 2008/09, a total of only £2.1m. Therefore the audited accounts and agreement of 2008/09 plan provide a clear indicator that the break even statutory duty will not be met. Section 19 of the Audit Commission Act requires that External Audit notify this breach to the Department of Health and the relevant letter was discussed by the Committee. The London SHA was aware of the letter and external audit indicated that section 19 letters had been issued for other Trusts in London who were in a similar position. Given the positive progress made in delivering a surplus last year and in the financial plan agreed with the SHA, the auditors indicated in the letter that the Trust is “taking appropriate steps to address its historic deficits”. Therefore, the breach was not considered serious enough for the auditors to issue a report in the public interest which would be the next stage of escalation (under section 8 of the Audit Commission Act) if appropriate progress was not being made.
· Although there had been some changes made to the accounts during the audit the headline figures were consistent with those previously reported to the Trust Board and London SHA (the I&E surplus increased slightly from £1.067m to £1.109m).
· External audit indicated an unqualified opinion on the Trust’s financial statements
· External audit indicated a qualified Use of Resources conclusion with regard to the Trust’s arrangements for ensuring economy, efficiency and effectiveness in its use of resources. As described above, this arose due to the Trust not achieving its statutory break-even duty and its recovery plan (target £2.5m surplus 07/08). The Committee confirmed that the resultant inadequate score would be likely to default the overall Healthcare Commission Use of Resources score to “weak”.
· Although the overall timetable to deliver audited accounts was on target and positive progress had been made on quality of working papers and timeliness of Trust responses, the Committee noted that the draft accounts were 1 day late in submission to the auditors. This would result in an inadequate score on the financial reporting element of the Auditors Local Evaluation. The Committee was advised of the ongoing in strengthening the finance team’s capacity, particularly given that future year timetables are likely to be more challenging and the requirements of Foundation Trust status.
4. The Committee noted 1 tender waiver for £18k of urgent clinical equipment that had been authorised since the last meeting.
5. The Committee discussed its role in Risk Awareness and Assurance on behalf of the Trust Board. It was agreed that Non-Execs would review the terms of reference of the Audit Committee and Risk Management Committee to clarify the roles, responsibilities and relationship between these two committees. Work would also continue on improving summary information on key risk issues facing the Trust and maintaining clear links between the risk register and the Assurance framework.

	Action Required by the Board:


	To note the key issues arising in the meeting.

	Recommendation from Legal Advisors (if applicable):


	N/A

	Author and position of Report/Paper


	Rob Hurd

	Lead Director


	Laurence Milsted, Non-Executive Director

Rob Hurd, Finance Director


Links to Assurance Framework and Local Performance Targets:  This paper/report links to the following principal objectives and local performance targets: - (please tick as appropriate)

	Principal Objective
	Yes

	Objective One

Capital investment to improve-Patient and staff environment/Health and safety /Investment required to sustain business activity/Energy measures/Risk management/Backlog maintenance/Fire precautions.
	

	Objective Two

Develop and implement robust recruitment and retention measures.
	

	Objective Three

Effective governance (corporate and clinical) arrangements that reflect current Trust business.
	(

	Objective Four

To be an effective, efficient and safe provider of orthopaedic and musculo-skeletal services.

Performance Target Links: (6a), (6b), (7)
	

	Objective Five

To achieve financial balance and maintain liquidity.
Performance Target Links: (1), (2), (3), (8a), (8b)
	

	Objective Six

Develop and implement the modernisation plan – bringing about changes in clinical practice and organisation to increase productivity. Begin to implement new model of care.

Performance Target Links:  (3), (8a), (8b)
	

	Objective Seven

To achieve full compliance with the national waiting list targets.

Performance Target Links: (4), (5)
	

	Objective Eight

Develop and implement a cohesive and integrated IM&T strategy.
	

	Objective Nine

Redevelopment of the RNOH Stanmore campus to provide a modern healthcare building. 

Performance Target Links:  (10)
	

	Objective Ten

To achieve Foundation Trust status

Performance Target Links:  (9)
	


