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Dear Mr Gray, 

GRANT THORNTON REPORT ISSUED 21 MAY 2018 

PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 

I write on behalf of myself and Ian McDonald, former Director of Finance of NHS Tayside. 

Following your response to my letter of 28 May, we are grateful for the opportunity to 

respond to the Grant Thornton report. 

We conclude that the limitations of scope set out on page 4 of the Grant Thornton report are 

such that the report is incomplete, and indeed incorrect in some areas, and does not reflect 

the true picture of events. This is not surprising as almost all the people involved have since 

retired or left the service, some 4 years after the event. We trust that our response fully 

addresses the issues and will provide a more balanced view, as well as clearing some of the 

misunderstandings that the Committee had in its discussions about the matters. 

We attach our response to the Grant Thornton report of 21 May 2018 and we confirm that it 

should be copied to Grant Thornton and the recipients of the Grant Thornton report and 

placed before the Public Audit and Post-Legislative Scrutiny Committee in public session.  

We have been careful to exclude names of staff members, but please let me know if any 

redactions are considered necessary. 

Please confirm safe receipt of this e-mail and attachments, being: 

Foreward and Executive Summary 

Comments on Grant Thornton Report of 21 May 2018 

Appendix 1: Information provided to NHS Tayside 

Appendix 2: Internal Audit Report 2013/14 

Appendix 3: Extract from Charities and Trustee Investment (Scotland) Act 2005 

Appendix 4: Audit Follow-Up – Full Cycle Update Report 

Appendix 5: Extract from Tayside NHS Board Endowment Fund Annual Accounts 

Yours sincerely, 

David Carson 

Cc Ian McDonald 



FOREWARD AND EXECUTIVE SUMMARY 

 
We wish to thank the Committee for the opportunity to respond to the Grant Thornton report of 21 
May 2018. 
 
Introduction 
In the final quarter of 2013/14 NHS Tayside’s forecasting to the year-end identified unanticipated 
additional costs of £6.6m in total. Various options were considered to address the deficit in view of 
the potential for cuts in health services. The broad options were as follows: 
 
Option 1: Make cuts in patient care, reducing costs to reach break-even. Undoubtedly this would 
have impacted on the delivery of healthcare to the citizens of Tayside, potentially causing harm and 
suffering. 
 
Option 2: Seek brokerage (i.e. borrowing) from government to break even. At the time, discussions 
with SGHSCD limited the brokerage available to £2.85m, leaving the remainder of the £6.6m to be 
found by NHS Tayside. It should be noted that brokerage has to be repaid from the following year's 
funding, which only defers the problem and would have affected future patient care delivery, i.e. the 
cuts would have had to be made the following year. 
 
Option 3: Seek other sources of funding. The Unrestricted Funds in the Tayside Endowment Fund 
was a potential source, which was explored along with a number of other cost reductions that were 
not detrimental to patient care. 
 
The over-riding motive was to ensure that there were minimal cuts in health services and that harm 
to, and suffering of, patients in Tayside was prevented. 
 
The scale of the unfunded problem should be put into context, being £2.7m (i.e. the retrospective 
element of the endowment funding) representing less than 2 days spend or 0.3% of annual Health 
Board net operating costs. The amount represented under 9% of total Endowment Fund resources 
and was well within the total target spending set by Trustees in 2011 (see below). 
 
Tayside Endowment Fund/Tayside Health Fund (the Endowment Fund) 

It is important to understand the background of the Endowment Fund and Trustees’ wishes on the 
spending of Unrestricted Funds. Over a number of years Trustees had raised questions and 
concerns over why the Endowment Funds were apparently being hoarded and not spent quickly on 
health related matters. OSCR guidance on this is clear; charitable funds not required for reserves 
should be spent on the charitable objectives as quickly as reasonably possible. The Endowment 
Fund external auditors also raised this issue. In response, in August 2011 the Trustees encouraged 
spending from the many Restricted Funds held and approved the spending target of £7m from 
Unrestricted Funds during the five years to 31 March 2016. Due to sustained high investment 
returns the initial £7m was further augmented by £4.5m to £11.5m. The uncommitted amount of the 
total £11.5m at the start of 2013/14 was £5.15m, which Trustees required to be spent on charitable 
objectives by 31 March 2016. This is all clearly set out in the audited annual reports of the 
Endowment Fund (see Appendix 5 for relevant extract). 
 
However, the Endowment Fund policies put in place by Trustees over time in practice limited the 
opportunities to spend endowment funds. In 2013/14 the Endowment Fund policies were 
investigated and it was found that the policy of not funding projects retrospectively was inconsistent 
with some other NHS endowment funds and furthermore was not required by the new National 
Guidance (NHS Scotland Endowment Steering Group: Report and Recommendations on 
Governance and Best Practice), which was endorsed by OSCR. Trustees therefore agreed to 
suspend this policy in 2013/14, prior to its formal removal in early 2014/15. This enabled the 
Trustees to fund the £2.7m of retrospectively identified non-core projects that met the charitable 
objective. Further projects amounting to £1m were funded prospectively (see table on page 7 of 
the Grant Thornton report listing all the projects). Trustees were therefore able to demonstrate 
good progress against the £11.5m target spend. It should be noted that the 2016/17 accounts of 



the Endowment Fund show that the target spend has further increased and that funds are still 
available. Unrestricted Funds still totalled £15m at 31 March 2017. The Endowment Fund has not 
therefore been adversely affected. 
 
The above transactions were fully and transparently disclosed in the annual accounts, with wording 
agreed with the Endowment Fund external auditors. Unqualified audit opinions were issued by the 
Endowment Fund external auditors, the Health Board external auditors and the Chief Internal 
Auditor.  
 
Restricted and Unrestricted Funds 
Owing to misunderstandings in public reporting, it is important at this stage to clarify the difference 
between Restricted and Unrestricted Funds: 
 
- Restricted Funds arise from donors that give money for specific purposes; that money is 
protected and accounted for separately, and must only be spent on what the donor intended. About 
half of the total £30m Endowment Funds was Restricted. 
 
- Unrestricted Funds arise mainly from accumulated investment income and capital gains from the 
portfolio of investments. This money is spent at the discretion of the Trustees, provided it meets the 
objective of the charity, which is the advancement of health. The suggestions, widely reported, that 
donations were used to fund the £3.7m of projects and that patients were denied access to 
donated resources are therefore incorrect and misleading. 
 
Summary 
The use of the Endowment Funds is possibly best summarised as a series of questions and 
answers: 
 
1. What was the prime motive of using endowment funds? 

To avoid cuts in services and prevent harm to, and suffering of, patients in Tayside. This 
was clearly stated by the Chairman in the January 2014 Board of Trustees meeting.  

 
2. Was the use of Unrestricted Endowment Funds legal? 

Yes. Expert legal opinion from Central Legal Office (CLO) confirmed that the Trustees were 
within their powers, provided the spend was within the charitable objective. The external 
auditors of Tayside NHS Board and the Endowment Fund both gave unqualified audit 
opinions and therefore confirmed compliance with the relevant laws. 

 
3. Was the spend appropriate? 

Yes. All projects approved by the Trustees were within the charitable objective of the 
advancement of health and met the conditions set by Trustees, i.e. all were non-core. The 
papers presented to the Endowment Advisory Group and the Board of Trustees evidence 
this. In addition, the Endowment Fund external auditors gave an unqualified opinion. 

 
4. Was OSCR extant guidance followed? 

Yes. The National Guidance, produced by NHS Glasgow and endorsed by OSCR, were not 
materially different from the extant Tayside Endowment Fund policies and procedures. 
Crucially there is no barrier to retrospective funding in the National Guidance. The relevant 
OSCR guidance, published in 2012, was followed. OSCR requires expert advice to be 
obtained where necessary and this was secured from CLO, the recognised NHS experts 
available, as noted above. Furthermore, OSCR was provided with the 2013/14 audited 
accounts of the Endowment Fund, in which full disclosure was made, and has not raised 
any concerns over the intervening 4 years. 

 
5. Did Trustees have the power to amend the Endowment Fund policy? 

Yes. What the Trustees put in place may be altered by the Trustees. The Trustees therefore 
were within their powers to suspend the retrospective funding barrier and indeed formally 
removed the barrier in early 2014/15 in line with the National Guidance. Some other NHS 



endowment funds did not have a retrospective funding barrier in their policy, which can be 
evidenced from the files of the NHS Scotland Endowment Fund Network.  

 
6. Did the projects meet the Endowment Fund criteria for funding? 

Yes. All projects met the criteria of additionality (i.e. non-core) and innovation. The projects 
were rigorously reviewed by the Endowment Advisory Group (EAG) and the full Board of 
Trustees (BoT) and subsequently approved. This is evidenced from the papers and minutes 
of the relevant EAG and BoT meetings.  

 
7. Was there full disclosure of the transactions? 

Yes. All matters were disclosed in advance of the audit to the Endowment Fund auditors 
and the disclosure wording in the audited accounts was agreed with the auditors. The 
governance processes of the Endowment Fund and the Health Board were followed and 
there were full and open discussions by the Trustees as evidenced by the minutes and 
papers submitted. 

 
In summary, Unrestricted Funds were used to fund non-core projects that advanced healthcare 
and benefited patients in accordance with the objectives of the Endowment Fund, which was a 
legal and an appropriate use of these charitable funds. There was no concealment or obfuscation 
and all relevant governance procedures were followed, providing a transparent view of the events. 
The external and internal auditors were fully briefed on the transactions and unqualified opinions 
were given.  
 
The Grant Thornton report of 21 May 2018 has been carefully reviewed and detailed responses 
and comments are provided in the body of this report.  



COMMENTS ON GRANT THORNTON REPORT OF 21 MAY 2018 

1. GENERAL 

As former Director of Finance and Assistant Director of Finance named in the Grant 

Thornton report, we consider it necessary to provide a detailed written response, 

particularly as the report contains serious and damaging allegations about our 

professional conduct. Our response focuses mainly on the Endowment Fund issues. 

The report fails to make it clear that there was no attempt to contact us during the review 

or prior to the report being finalised and made public and so does not provide a complete 

picture. Furthermore the first we knew about the existence of the report was when it was 

placed in the public domain and subsequently reported in the newspapers, in which we 

are named and our professional conduct is called into question. 

The report states on page 4 the severe limitations in scope and reserves the right to 

reconsider the conclusions in the light of additional information. We trust that the 

reconsideration will happen and we would be pleased to review the next draft report, 

prior to its publication. Without the opportunity for all involved parties to comment on the 

accuracy and completeness of the report and the conclusions drawn, the report should 

have been read and interpreted with these limitations. The report fails to take into 

account several key documents and items of information that were and are available 

(see Appendices), including the response to a request for information sent to the former 

Chair of NHS Tayside (see Appendix 1), when the issue of endowments was first raised. 

The passage of time of 4 years, the changes in staff and the lack of access to NHS files 

places us at a disadvantage in responding to the details in the report. However, we take 

the opportunity to challenge the report in the sections set out below: 

2. OVERALL COMMENTARY 

Page 5 “ ..the decision making process related to the retrospective  £3.6m use of 

endowments..was not subject to fully open and transparent governance” 

 

We consider the conclusion to be wrong. Great care was taken to be fully transparent 

as evidenced by the fully detailed papers and minutes and the detailed supporting 

work that was undertaken. In addition, the audit management letters and reports 

issued by the internal and external auditors do not evidence any failures in 

governance (see Appendix 2, pages 10-20, which shows only one grade below a 

“B”). We consider that the internal and external auditors would have a much more 

informed and thorough view of governance, having complete access, rather than the 

limited scope review of files, as performed by Grant Thornton. 

 

An error to point out is that £2.7m of the £3.6m was retrospective. 

  

Page 5 “..NHST Board historically did not have full visibility of the …financial 

problem” 

Financial reports were circulated to all Board members through the summer recess 

and monthly reports were sent to the Finance & Resources Committee throughout 

the year. Full financial visibility was provided via projections indicating an overspend 

of c.£3m. In the final quarter of 2013/14 the forecasting to the year-end identified 

unanticipated additional costs of £6.6m in total. 

 

 



Page 6 “..the quick turnaround time requested of the CLO..” 

This is an incorrect conclusion in our view. There were ongoing discussions with the 

CLO from the outset as the situation was explored and considered. In the need for 

good governance, documentary support was requested, culminating in the issue of a 

comprehensive document to Trustees in April 2014, with which they confirmed 

satisfaction and which satisfied the concerns of the Chief internal Auditor (CIA). 

 

 

3.  USE OF ENDOWMENT MONEY TO ACHIEVE THE 2013/14 BREAKEVEN 

FINANCIAL POSITION 

Page 7: We contend that the prime motive was to prevent harm to and suffering of 

patients that would result from the cuts in services that would be required. Various 

options were considered by management and in view of:  

- the lack of availability of brokerage,  

- the intelligence from the National Guidance and Endowment Fund 

Network that retrospective funding was not a barrier 

- the below target spend of Unrestricted Funds and  

- the fact that the Health Board had projects that should have been funded 

from the Endowment Fund,  

part of the solution was found to be use of Unrestricted Funds. 

 

It is important to understand the background of the Endowment Fund and Trustees’ 

wishes on the spending of Unrestricted Funds. Over a number of years Trustees had 

raised questions and concerns over why the Endowment Funds were apparently 

being hoarded and not spent quickly on health related matters. OSCR guidance on 

this is clear; charitable funds not required for reserves should be spent on the 

charitable objectives as quickly as reasonably possible. The Endowment Fund 

external auditors also raised this issue. In response, in August 2011 the Trustees 

encouraged spending from the many Restricted Funds held and approved the 

spending target of £7m from Unrestricted Funds during the five years to 31 March 

2016. Due to sustained high investment returns the initial £7m was further 

augmented by £4.5m to £11.5m. The uncommitted amount of the total £11.5m at the 

start of 2013/14 was £5.15m, which Trustees required to be spent on charitable 

objectives by 31 March 2016. This is all clearly set out in the audited annual reports 

of the Endowment Fund (see Appendix 5 for relevant extract). 

 

Page 10 CLO guidance: It is accepted that the documented CLO opinion was initially 

urgently requested, and was not received in time for the January meeting. However, 

the report at this point fails to refer to the further follow up clarification from CLO, 

received on 24 March that was circulated to Trustees on 1 April 2014; Trustees 

confirmed they were content with the advice. This also responded to CIA concerns 

raised. 

It is implied that Trustees were not provided full information about the risks of lifting 

the barrier of retrospective funding. It is clear from the detailed Board of Trustees 

minutes that there was full and frank discussion about the risks. Furthermore the 

work performed by the Endowment Fund team showed that there was in fact no legal 

impediment to the lifting of the retrospective barrier, which did not exist in some other 

NHS endowment funds and was not in the National Guidance endorsed by OSCR, 



and was formally deleted by the Trustees in early 2014/15 at the earliest practical 

opportunity.  

4. Page 15 Point 5 

The point appears to criticise the work performed and the presentation to the 

Trustees. It would not be practical to present the voluminous files of detailed work to 

Trustees and it is normal practice to present summaries. Trustees can request to see 

the detailed workings. The following describes the work performed: 

 

CLO 

Over a number of years telephone discussions were held with the CLO Endowment 

contact about various matters for guidance and confirmation. The results of the 

discussions were consistent in that the Endowment Fund was constituted under the 

Act of Parliament and Trustees had wide ranging powers and could spend the 

Unrestricted Funds as they wished, with the only proviso being that it met the 

objective of advancement of health. In the preparation for the 24 January meeting the 

CLO was asked to confirm this in writing and did so. Further written confirmation was 

followed up, analysed and passed to Trustees on 1 April, to which Trustees 

confirmed their satisfaction. Other work included review of the Scottish primary 

legislation. The consistent message throughout is that the Trustees may spend 

Unrestricted Funds as they see fit, provided it meets the charitable objective. 

 

NHS Scotland Endowment Fund Network 

NHS Tayside was a key founder of this network of NHS Scotland Endowment Fund 

lead officers. A joint exercise was performed to collect and compare key information 

about each fund. It was evident from this work that there was some inconsistency in 

policies and practice. In particular, some funds did not have a barrier to retrospective 

funding.   

 

OSCR/National Guidance 

The comment that “…we did not find any evidence that OSCR had been consulted.” 

Implies that OSCR provides advice to charities on specific issues. We believe that 

there is a common misconception about OSCR’s role as a regulator. In our 

experience OSCR has always stated that it is not empowered to give advice and 

refers the enquiring charity to the seeking of legal advice. Section 1 (5) of the 

Charities and Trustees Investment Act 2005 states OSCR’s functions 

(http://www.legislation.gov.uk/asp/2005/10/part/1/chapter/1), (see Appendix 3), which 

do not include advice to charities on specific issues. In fact OSCR is only empowered 

to provide advice to Ministers with regard to OSCR’s functions. However, OSCR 

does publish guidance “to encourage, facilitate and monitor compliance with the Act” 

and this guidance was observed and the work performed is described below. 

   

The National Guidance covering all NHS Scotland Endowment Funds was prepared 

by NHS Glasgow and sent to OSCR for review. OSCR signed off the draft guidance 

and this was compared to NHS Tayside Endowment Fund policies and procedures. 

There were no significant conflicts and therefore the Trustees were assured that the 

Endowment Fund was in line with OSCR requirements. Other work included 

interrogation of the OSCR website for guidance and review of our own historic files 

for similar situations and advice received. In particular, the OSCR guidance, 

published after the Lothian Health Board Endowment Fund investigation in 2010, was 

closely observed (https://www.oscr.org.uk/media/1396/whos-in-charge-guidance.pdf). 

http://www.legislation.gov.uk/asp/2005/10/part/1/chapter/1
https://www.oscr.org.uk/media/1396/whos-in-charge-guidance.pdf


Much of the Scottish guidance available is based on that of the English Charity 

Commission. The Assistant Director of Finance also reviewed the guidance 

published by the Charity Commission in 2012 

(https://www.gov.uk/government/publications/nhs-charities-guidance/nhs-charities-

guidance) and did not identify any indications that conflicted with the proposed 

actions. As a point of interest the English guidance allows the funding of core 

services under certain circumstances, so the Scottish NHS endowment funds are 

more restrictive, being limited to non-core services. 

 

5. Page 15 point 6 

The point criticises the perspective of the minutes. The minutes fully recorded the 

discussions at the meeting; to omit the Board discussions would not be open and 

transparent. As stated in the minutes the Trustees were reminded of their 

responsibility to make decisions in the charity’s interest only. In addition the 

Chairman highlighted the potential for harm to patients if services had to be curtailed. 

 

6. Page 16 points 1 and 2 

As referred to in section 4 above, the CLO written advice was confirmation of 

previous discussions. 

 

The points imply that Trustees were not made aware of the risks referred to by the 

CLO. However the minutes of the 24 January meeting show a full and frank 

discussion and evidence a full appreciation of the risks and consequences. Trustees 

are also provided with induction training, which sets out the role and responsibilities 

of trustees and the risks faced, in accordance with OSCR guidance. 

  

7. Page 16 point 3 

The point implies that the CLO advice was incomplete. However, the CLO advice 

was consistent on each occasion; that the Trustees had wide ranging powers and 

could do anything with Unrestricted Funds, provided it was within the charity’s 

objective. In addition, as pointed out in section 4 above, there was evidence that 

other NHS endowment funds did not have a barrier to retrospective funding in place. 

The CLO was aware of the retrospection issue, but did not raise a concern, and 

could not, as the restriction was put in place by Trustees, who therefore had the 

power to suspend and remove it, always provided that the charitable objective was 

not compromised. The Endowment Fund policies were put in place by the Trustees 

as guidance to applicants for funding to ensure funding of non-core activities only. 

We would again stress that the projects funded from the Endowment Fund were all 

non-core. It should be noted that the retrospective barrier was formally removed by 

Trustees in early 2014/15. 

   

8. Page 16 point 4 

The point states that CLO were not aware of the retrospection, yet in the previous 

point in the Grant Thornton report, CLO state they were advised of it. 

 

The point implies that full disclosure was not made to the auditors. The auditors of 

both the Board and Endowment Fund were made fully aware of the situation and had 

access to all our files. In particular, at the audit planning meeting with the Endowment 

Fund auditors, prior to the audit, full details of the retrospective funding were 

discussed, so that the auditors were aware from the outset.  Internal Audit 

https://www.gov.uk/government/publications/nhs-charities-guidance/nhs-charities-guidance
https://www.gov.uk/government/publications/nhs-charities-guidance/nhs-charities-guidance


representatives were present at the meeting and contributed. We responded fully to 

all audit queries and were open and transparent. 

 

As stated in the sections above both sets of external auditors and Internal Audit gave 

unqualified audit opinions and we agreed the wording of the full disclosure of the 

transactions to ensure openness, transparency and good governance. 

  

9. Page 16 point 5 

We disagree with this point. There was a system of carry forward and clearance of 

action points for all committees. This can be confirmed with the Board Secretary. 

 

10. Page 17 point 1 

The point implies that key information was withheld from the members of various 

committees and provides the example of the Governance Statement disclosures. 

Firstly, the Board directors and Trustees are the same people and so the issue of the 

use of Unrestricted Endowment Funds was fully known. All reports were fully 

transparent and no attempts were made to conceal or obfuscate what was proposed. 

 

The example of the Governance Statement (GS) shows a lack of understanding of 

the annual accounts and audit process. The disclosures and the wording thereof can 

only be fully agreed when the external audit has been completed; the auditors are 

key contributors to the wording of the disclosures. 

 

The former Director of Finance also held a seminar for the board directors each year 

when the draft accounts were explained in detail prior to the Audit Committee and 

Board meetings to approve the final accounts. We are therefore confident that full 

information was provided to the directors of the board. 

 

11. Page 18 

The way the page is set out implies that the draft CIA report was amended in an 

underhand way. In fact internal audit procedures require all draft internal audit reports 

to be subject to corrections of fact by management and subsequent agreement with 

internal audit. This procedure was followed and the final version was included in the 

annual Internal Audit report to the Audit Committee (Appendix 2). This is a normal 

process to ensure the accuracy and quality of internal audit reports. It should be 

noted that additional work was carried out with CLO to provide further information 

and assurance to the CIA, as set out in the final version, which correctly reflected the 

events. 

 

12. ALLEGATIONS 

Page 18: The report refers to alleged perceived threats to the CIA to replace him, 

which is categorically denied and has no substance whatsoever. To our knowledge 

no such concerns were raised at the time, although NHS Tayside had a very rigorous 

bullying and harassment policy and a whistle blowing policy, which the CIA was 

undoubtedly aware of in his role.  

 

We are concerned that these allegations have been raised some 4 years after the 

event and in a public document and without the right of response at the appropriate 

time, i.e. before publication. 

 



It should be noted that the Internal Audit structure was a shared service between 

three Health Boards and no member of NHS Tayside senior management team has 

individual power to remove any member of the Internal Audit team. All three Health 

Boards would need to agree to re-tender of Internal Audit services and the team 

members would in any event be protected by TUPE in transferring to a new external 

provider. Re-tendering would be required under Standing Financial Instructions. 

 

We also draw attention to the annual Internal Audit report section 32, where the CIA 

states as follows “My team and I have greatly appreciated the continued positive 

support of the Director of Finance, Assistant Director of Finance- Governance and 

Corporate Finance, Board Secretary and other members of the Executive Team.” 

(Appendix 2). 

 

13. Page 20 point 4 

The point implies that a subsidiary company of a group should have separate internal 

auditors, which is likely to be impractical, inefficient and not cost effective for the 

charity.   

 

14. Page 24 first bullet point 

We think the reference to the Endowment Board of Trustees is included in error, as 

the financial information presented would only ever be that of the Endowment Fund. 

  

15. Page 24 Tayside Audit Committee arrangements 

We disagree with the findings and believe that the point should be removed entirely. 

We contend that the Tayside internal audit follow up process was very robust. We 

recall the CIA commenting in the past that of the three boards in the internal audit 

consortium, NHS Tayside took follow up most seriously, had a very detailed 

approach and was even possibly excessive. A team was responsible for following up 

all outstanding internal audit issues, which consisted of tracking all internal audit 

recommendations, following these up regularly with the responsible managers and 

assisting in resolving the issue satisfactorily by the due date. Explanations and 

delays were noted and detailed reports were provided to Audit Committee. 

 

During the period in question there were detailed files maintained tracking the issues 

arising and supporting and evidencing the implementation of solutions, all in 

accordance with the agreed protocol. The protocol sets out that Internal Audit have 

access to the follow up system and time is provided in the Internal Audit plan to 

sample test the responses. As an example, we attach one of the Audit Committee 

reports at Appendix 4. 

 

  



APPENDIX 1 

1 of 2 

INFORMATION PROVIDED TO NHS TAYSIDE 

I refer to Professor Connell’s email of 5 April 2018 providing an opportunity for myself and Mr 

David Carson to comment on our recollection around the circumstances regarding the 

approval by the Board of Trustees on the use of Endowment Funds in 2013/14. 

A significant governance and communication process was undertaken with both Executive 

and Non-Executive Directors of NHS Tayside prior to a comprehensive paper being 

submitted to both the Endowment Advisory Group and the Board of Trustees for their 

consideration and approval. This comprehensive paper was initially presented to the 

Endowment Advisory Group by service leads and included proposals for funding that met the 

criteria of innovation and additionality.  These proposals were discussed by the group in 

detail. The proposals which fell within the delegated powers of the Endowment Advisory 

Group were approved at this stage. Those proposals, which fell outwith the group’s 

delegated powers, were further submitted to the Board of Trustees for their consideration 

and were subsequently approved. 

The following comments are of relevance: 

1) NHS Endowment Funds are constituted under an Act of Parliament. The Endowment 

Fund is voluntarily registered with OSCR. In practice, charity law and regulations are 

followed. 

2) The total Endowment Funds available were some £30 million in 2013/14 roughly split 

equally between unrestricted and restricted funds. Restricted funds must be spent in 

accordance with donors’ wishes. Unrestricted funds are spent as the Trustees see fit. 

3) Unrestricted funds arise mainly from investment income and capital gains from the 

investment portfolio. It is therefore incorrect to suggest that money from restricted 

donations was used to fund the projects in question. 

4) In respect of unrestricted funds, the Act clearly states that the Endowment Fund 

assets should be used for advancement of health care with no other restrictions 

whatsoever, i.e. legally Trustees can use the funds to support core services. 

However, in common with other NHS Endowment Funds, it has been adopted 

practice for Trustees to introduce restrictions e.g. not funding core services (which 

are supposed to be funded from taxation), no retrospective funding, etc. The 

restrictions imposed vary across the country to some extent e.g. the restriction on 

retrospective funding is not adopted in some Boards. In addition, NHS Tayside 

Trustees agreed a policy of funding, inter alia, research, innovation and only 

additionality for tax funded projects. 

5) Owing to the nature of projects, the restrictions and the policy, in practice it is difficult 

to spend the funds to enhance healthcare. This led to some frustration from the 

Trustees who felt that we should be spending the funds quickly, as these should not 

be hoarded for a long period of time. 

6) Coming to the projects in question, legal advice was obtained from the Central Legal 

Office which clearly stated that Trustees were acting within their powers to approve 

and fund the projects. The projects met the definitions of being innovative and 

additional, which the Trustees accepted and approved. 

7) Internal Audit summarised the outcome in the year end annual internal audit report 

and the Board’s external auditors and the Endowment Fund external auditors, Miller, 

McIntyre and Gellatly, provided clean audit certificates. 
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I trust the above information will be sufficient for your discussion at the meeting on 

Tuesday 10 April prior to providing a response to OSCR. 
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ANNUAL INTERNAL AUDIT REPORT 2013/14 

INTRODUCTION AND CONCLUSION 
1. This annual report to the Audit Committee provides details on the outcomes of the 

2013/14 internal audit and my opinion on the Board’s internal control framework for the 
financial year 2013/14.   

Based on work undertaken throughout the year we have concluded that: 

• The Board has adequate and effective internal controls in place; 

• The Accountable Officer has implemented a governance framework in line with 
required guidance sufficient to discharge the responsibilities of this role; 

• The 2013/14 internal audit plan has been delivered in line with Public Sector 
Internal Audit Standards. 

In addition, we have not advised management of any concerns around the following: 

• Consistency of the Governance Statement with information that we are aware of 
from our work. 

• The description of the processes adopted in reviewing the effectiveness of the 
system of internal control and how these are reflected. 

• The format and content of the Governance Statement in relation to the relevant 
guidance. 

• The disclosure of all relevant issues. 

ACTION 

2. The Audit Committee is asked to note this report in evaluating the internal control 
environment and report accordingly to the Board. 

AUDIT SCOPE & OBJECTIVES  

3. The strategic and annual audit plans for 2013/14 incorporate the requirements of the 
NHSScotland Governance Statement, and were based on joint risk assessment by the 
Assistant Director of Finance – Governance and Corporate Finance, and Internal Audit. 
The resultant audits range from transaction processing systems and organisational 
controls through to the control environment and corporate review and reporting 
mechanisms.  

4. The authority, role and objectives for Internal Audit are set out in section 20 of the 
Board’s 2013/14 Standing Financial Instructions and are consistent with Public Sector 
Internal Audit Standards.  

5. Internal Audit is also required to provide the Audit Committee with an annual assurance 
statement on the adequacy and effectiveness of internal controls. The Audit Committee 
Handbook states: 

The Audit Committee should support the Board and Accountable Officer by reviewing 
the comprehensiveness of assurances in meeting the assurance needs of the Board 
and Accountable Officer, and reviewing the reliability and integrity of these assurances. 
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INTERNAL CONTROL  

6. The Chief Executive was appointed Accountable Officer for the Board on 16 December 
2013. The Accountable Officer carries statutory duties and personal responsibility for 
propriety, regularity and value for money in the Board’s use of public funds.  

7. As part of this year’s annual accounts, the Chief Executive, as Accountable Officer, is 
required to sign a statement on her responsibilities as Accountable Officer. The 
Chairman and Director of Finance will sign the statement on NHS Board Members’ 
responsibilities. 

8. HDL(2002)11 was issued on 1 March 2002 and has been updated annually. The most 
recent Dear Colleague letter of 18 December 2013, defined the Governance Statement 
guidance and  requires Chief Executives for each NHS Board, in their capacity as 
Accountable Officers, to report on the internal control and risk management processes 
in place covering: 

• Corporate Governance 
o Clinical Governance 
o Staff Governance 
o Financial Governance 
o Information Governance 

9. The guidance sets out the following essential elements of a Governance Statement: 

• the governance framework of the organisation, including information about the 
committee structure of the Board and the coverage of its work;  

• the operation of the Board during the period;  
• an assessment of corporate governance with reference to compliance with the 

SPFM, and explanations where a different approach has been adopted;  
• an assessment of the organisation’s risk management arrangements and risk 

profile, including, subject to a public interest test, details of significant risk-related 
matters arising during the period;  

• a record of any written authorities provided to the Accountable Officer; and,  
• Disclosure of any significant control weaknesses or issues, including details of 

any significant lapses of data security.  

10. The Dear Colleague letter indicates the following sources of assurance for the 
Accountable Officer, which should also be provided to the Audit Committee:  

• Reports from all standing governance committees of the Board confirming 
whether they have fulfilled their remits and, based on assurances received, that 
there are adequate and effective governance arrangements in place. This 
includes matters relating to clinical, staff and information governance and risk 
management.  

• Formal assurance from executive directors and senior managers that adequate 
and effective internal controls and risk management have been in place across 
their areas of responsibility and that any breaches of Standing Orders or 
Standing Financial Instructions and all significant failures of internal control have 
been reported to the Chief Executive.  

• Report from the Chief Internal Auditor or equivalent; 
• Confirmation that Internal and External Audit have not advised of any concerns 

around the format, content and consistency of the Governance Statement and 
the description of the processes adopted in reviewing the systems of internal 
control. 
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11. In addition, the Dear Colleague letter identifies other information which the Audit 
Committee may wish to receive in addition to that provided to the Accountable Officer. 
At its meeting on 30 January 2014, the NHS Tayside Audit Committee reaffirmed the 
decision to receive assurance on the reports from Governance Committees and, as in 
previous years, to have access to the other information listed in Annex A. The types of 
information included in Annex A are as follows: 

• Details from the Chief Executive on the governance framework that provides 
assurance that the Chief Executive has discharged his or her responsibilities as 
Accountable Officer as set out in the Accountable Officer Memorandum;  

• Summaries of any relevant significant reports by Healthcare Improvement 
Scotland or other external review bodies.  

12. Our evaluation of the Chief Executive’s compliance with Accountable Officer 
requirements and of the Board’s Governance Statement draws on: 

• Results of individual audits conducted during the year and in prior periods; 
• Cumulative audit knowledge of the control environment at the Board derived from 

previous Annual Internal Audit Reports; 
• Assurances from Board officers; 
• Official Board documentation; 
• Reviews by External Agencies including External Audit. 

13. Our evaluation of the Board’s ‘Governance Framework’ is summarised in Appendix 1 
and shows that the minimum control standards are in place.  An assessment at level C 
equates to compliance with minimum control standards while level A represents best 
practice. A description of all audit opinion categories and recommendation priorities is 
given in the final section of this report. 

14. A summary opinion for each of the five control environments noted in paragraph 8 is 
shown in Appendix 2, together with narrative highlighting areas of best practice, where 
assessments have changed and any areas where improvement is required to meet the 
necessary control standards. 

15. The Board has produced a Governance Statement with the following disclosures for 
2013/14: 

Treatment Time Guarantees 
In 2013/14, 161 patients exceeded the 12 week treatment time guarantee period. 

Funding 
In November 2013 the Board reported a potential forecast overspend to year end of 
£4m. In order to assist the position the Board received brokerage of £2.85m on the 
strength of planning delays associated with four former healthcare sites that were 
already declared surplus with all services transferred to modern, fit for purpose 
accommodation. The brokerage is planned to be repaid in 2014/15, £2.05m and the 
balance of £0.8m in 2015/16 from proceeds of planned sales. The risk associated with 
the arrangement is considered to be low due to the progress with the implementation of 
the disposal strategy. In February 2014 the Board of Trustees of the Tayside NHS 
Board Endowment Fund approved a number of submissions for funding totalling 
£3.64m; of which £2.71m was retrospective spend. The content of all the bids were 
agreed by Trustees to be within the normal criteria for funding and in line with the 
charitable purpose of the Fund. 
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16. Our audit has provided evidence of compliance with the requirements of the 
Accountable Officer Memorandum and this combined with a sound corporate 
governance framework in place in the Board throughout 2013/14, provides assurance 
for the Chief Executive as Accountable Officer. 

17. Therefore, it is my opinion that: 

• The Board has adequate and effective internal controls in place; 

• The Accountable Officer has implemented a governance framework in line with 
required guidance sufficient to discharge the responsibilities of this role. 

AUDIT PRODUCTS AND OPINIONS 

18. During 2013/14 we delivered 39 audit products, which reviewed the systems of financial 
and management control operating within the Board. Work is ongoing to finalise the 
remaining 9 reports contained within the 2013/14 audit plan.  Our reviews assisted the 
Board by: 

• Examining a wide range of controls in place at departmental/ward level; 

• Evaluating the controls established to manage the risks relating to Steps to Better 
Healthcare; 

• Reviewing the operation of the Best Value framework and ensuring best value is 
embedded across the organisation including within Board and Committee work plans, 
annual reports and papers; 

• Reviewing the Board’s systems and processes to deliver the Efficiency Savings 
programme and agreed financial targets;  

• Evaluating the asset register function and controls around assets held within sites 
being closed;  

• Reviewing governance arrangements including monitoring arrangements to 
demonstrate compliance with Equality and Diversity legislation.  

• Evaluating the risk maturity of NHS Tayside and the overall arrangements for 
implementation and management of the Datix risk module; 

• Evaluating on controls established to manage the risks relating to physical security 
and access within NHS Tayside. 

ADDED VALUE 
19. The Internal Audit Service has been responsive to the needs of the Board and has 

added value by: 

• Providing opinion on and evidence in support of the Governance Statement at year-
end and conducting an interim review which permitted remedial action to be taken in-
year; 

• Continuing to develop departmental reviews in a range of areas to provide assurance 
that systems of internal control are embedded in the operations of the Board and 
form part of its culture; 

• Continued participation in the development of risk management both through 
attendance at meetings and through support and advice to the ongoing review of risk 
management; 
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• Assisting and working jointly with NHS Tayside staff to further strengthen Best Value 
within the committee structure and reporting arrangements. The Chief Internal 
Auditor has continued to support the Board Secretary in a revision of a new approach 
to the Best Value Framework; 

• The Chief Internal Auditor has attended Board meetings and Board Development 
Events throughout the year and provided information, advice and opinions to the 
Board and its members as appropriate; 

• Providing advice around the development of the Clinical Governance Strategy and 
future operation.  

20. Our 2013/14 audits of the various financial and business systems provided opinions on 
the adequacy of controls in these areas. These showed that the Board continues to 
improve its control environment with positive assurance (grade C or better) being 
provided on all reviews, except for the controls around assets held at sites during 
closure and security arrangements with both grade D. Summarised findings or full report 
for each review are presented to the Audit Committee during the year.  

21. Board management continue to respond positively to our findings and action plans have 
been agreed to improve the systems of control. Board staff have maintained a system 
for the follow-up of internal audit recommendations and reporting of results to the Audit 
Committee and our cyclical review of this follow up system during 2012/13 confirmed 
that the arrangements are robust. 

INTERNAL AUDIT COVER 
Figure 1: Internal Audit Cover 2013/14  
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22. Figure 1 summarises the 2013/14 outturn position against the planned internal audit 
cover. During the year the Audit Committee were informed of audits which would not be 
delivered at the request of NHS Tayside. The removal of 5 reviews from the audit plan 
were reported and agreed by the Audit Committee on 30 January 2014. We delivered 
714 days against the original planned 836 days. Fieldwork on the majority of 
outstanding assignments has been finalised and draft reports are with client staff 
awaiting responses to enable final reports to be issued to the September 2014 Audit 
Committee.  

23. Plans are in place to ensure that outstanding work on the 2013/14 Audit Plan will be 
completed without impacting on the delivery of the 2014/15 plan. All 2013/14 reviews 
carried forward were reported, as part of the Internal Audit Progress Report, to the 8 
May 2014 Audit Committee. A summary of 2013/14 performance is shown in Appendix 
3. 

PERFORMANCE AGAINST THE SERVICE SPECIFICATION AND PUBLIC SECTOR 
INTERNAL AUDIT STANDARDS (PSIAS) 

24. In 2013/14 the Board’s Internal Audit was provided as part of a shared service 
arrangement with 3 other statutory NHS organisations. We deliver the audit according to 
a specification which sets challenging requirements for:  

• Risk Assessment and Planning 
• Audit Management and Reporting  
• Quality Control and Performance Measurement 

25. We have designed protocols for the proper conduct of the audit work at the Board to 
ensure compliance with the specification and the Public Sector Internal Audit Standards 
(PSIAS), which were applicable during the year to 31 March 2014. 

26. FTF is compliant with PSIAS, and has organisational independence as defined by 
PSIAS, except that the Chief Internal Auditor reports through the Director of Finance 
rather than the Accountable Officer. There are no impairments to independence or 
objectivity. 

27. Internal and External Audit liaise closely to ensure that the audit work undertaken in the 
Board fulfils both regulatory and legislative requirements. Both sets of auditors are 
committed to avoiding duplication and securing the maximum value from the Board’s 
investment in audit.  

28. Auditing standards require internal and external auditors to work closely together to 
make optimal use of available audit resources.  External Audit seek to rely on the work 
of Internal Audit wherever possible and, as part of the external audit planning process 
an early assessment is carried out of the internal audit function. The adequacy of 
Internal Audit performance is reviewed by External Audit and was reported to the Audit 
Committee as part of the External Audit Plan for 2013/14.  The review of Internal Audit, 
carried out by the external auditors of NHS Forth Valley, concluded that the service 
provided by Fife, Tayside and Forth Valley Audit and Management Services operates in 
accordance with the required Internal Audit Standards and has sound documentation 
standards and reporting procedures in place.  

29. A key measure of the quality and effectiveness of the audits is the Board’s responses to 
our client satisfaction surveys, which are sent to line managers following the issue of 
each audit report. Fig 2 shows that, overall, our audits have been perceived as good or 
very good by the report recipients. 
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Figure 2: Summary of Client Satisfaction Surveys 
Scoring:  1 = poor,   2 = fair,  3= good,  4 = very good. 
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STAFFING AND SKILL MIX 
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Figure 3: Audit Staff Skill Mix 2013/14 

Audit Staff Inputs in 2013/14 [days] Q= qualified input. 
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Appendix 1  
2013/14 Summary Evaluation of Internal Control Framework  
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Corporate Governance Components 13/14 12/13 Action 

Plan 
Ref. 

NHS Tayside continues to maintain appropriate corporate governance arrangements. 
Revisions to the Code of Corporate Governance (CoCG) were approved by Tayside 
NHS Board in year and updates to the CoCG were communicated to staff through 
Board Briefings.  The refresh of Section E - Reservation of powers and delegation of 
authority, remains as part of the Governance Review Group work plan for 2014/15. 
The Chief Executive provided a detailed paper for the Audit Committee setting out how 
the duties outlined in the Accountable Officer memorandum are being fulfilled. 
As required by the Governance Statement guidance, the Board has completed a self-
evaluation against the NHS Scotland Board Diagnostic Toolkit (Self Assessment) which 
was reported to Tayside NHS Board on 27 February 2014 with an action plan to be 
taken to the Board during 2014/15. 
The Board has complied with all requirements of the Governance Statement Guidance. 
The January 2014 Audit Committee agreed to receive a full suite of information at year-
end. All Directors have submitted the required assurance; no issues were raised other 
than those referred to within the Governance Statement. 
Audit Scotland reports and outcomes from Health Improvement Scotland (HIS), Health 
& Safety Executive (HSE) and Mental Welfare Commission (MWC) visits were reported 
to Board and Standing Committees during 2013/14.   
The Audit Committee approved its Terms of Reference and detailed cyclical work plan 
in May 2013 and in March 2014 it assessed its performance against the Scottish 
Government Audit Committee Handbook and CIPFA guidance.  No areas of non-
compliance were identified.  On 20 March 2014 the Audit Committee approved an 
update to the Audit Follow Up Protocol. 
FTF is subject to annual review by Audit Scotland on behalf of all external auditors of 
FTF clients. Their latest review was issued on 11 December 2013 and stated that 
‘Overall we have concluded that FTF operates in accordance with the Public Sector 
Internal Audit Standards and has appropriate documentation standards and reporting 
procedures in place’. 

Code of Corporate Governance A A  
Standing Orders A A  
Scheme of Reservation & Delegation B B  
Accountable Officer Responsibilities A A  
The Board B B  
Structures of Assurance  A B  
Audit Committee A A  
Internal Audit Function A A  
Compliance with Laws & 
Regulations  

A A  

Best Value Arrangements B A  
Risk Management Strategy B B  
Strategic Planning A N/A  
Operational Planning A N/A  
Performance Management B B 1. 
Effective Partnerships B C  
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The Policy Development, Review and Control Policy (dated December 2013) was fully 
reviewed in 2013/14 and was adopted by the Finance & Resources (F&R) Committee in 
April 2014.  The Policy Tracker tool for the communication of NHS Tayside policies was 
launched in March 2014 through Vital Signs. At the end of the financial year, 96% of 
policies were within their review dates, which is an excellent performance.   
The Board approved the revised Best Value (BV) Framework in August 2013 and 
approved the BV Framework Assurance 2013/14 on 24 April 2014.  Internal Audit and 
the Head of Committee Administration met with a range of non-executive chairs, 
executive leads and committee support officers for each of the Standing Committees to 
ensure engagement with the BV framework assurance process and discuss issues 
arising from the recent review of BV. Following detailed discussions between the Chief 
Internal Auditor and Board Secretary, the BV Framework for 2014/15 and onwards has 
been revised substantially. 
NHS Tayside Board approved the Risk Management Strategy 2012-15 in June 2012. 
The Risk Management/Health and Safety Mid Year and Annual Reports were approved 
by Audit Committee on 14 November 2013 and on 8 May 2014 respectively. 
On 24 October 2013 Tayside NHS Board formally welcomed the development of the 
Board Assurance Framework (BAF) and the corporate risk profile was reported to Board 
3 times in 2013/14. Internal Audit commends the substantial piece of work undertaken 
to put the BAF in place. Tayside NHS Board noted the newly developed arrangements 
for risk appetite on 27 February 2014 and a Board Development Event to further 
discuss risk appetite is planned.   
T13b/14 evaluated the risk maturity of the organisation and identified key actions which 
Internal Audit consider essential for NHS Tayside to progress its level of risk maturity.  
The Board’s future strategic plan will be a new Clinical Vision, which will set out the 
Board’s health strategy for the next 5 years; Board Development Events were held in 
March and May 2014.  
In August 2013 Tayside NHS Board approved new vision, aims, values and behaviours 
and undertook to provide leadership to the “Taking Root” culture programme to embed 
these across NHS Tayside.   Following the launch in December 2013 a briefing, values 
cards, suggested presentation and a toolkit were circulated to staff.   
The draft LDP for 2013/14 was approved by the Board on 14 March 2013 prior to 
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approval by the Scottish Government on 28 March 2013.  On 14 March 2013 the Board 
approved the corporate objectives from the Strategic Health Plan 2012–2015 as 
applicable for 2013/14.  
Performance reporting was enhanced during the year with performance reports 
presented to each Board meeting.  
The July 2013 Annual Review highlighted 7 areas for action; progress on these was 
reported to the Board in December 2013 with a further update due June 2014.  
In December 2013, Tayside NHS Board approved the development of a measurement 
framework to monitor progress and contribution of the SBH Programme to the 
realisation of the 20:20 vision.  
The performance report to the April Board showed that progress against all but 6 targets 
was on track. NHS Tayside has disclosed within its Governance Statement that it did 
not meet the national 12 week Treatment Time Guarantee for 161 patients in 2013/14. 
ISD figures, published in May 2014, show that this is an ongoing problem. Internal Audit 
is currently reviewing data quality for waiting times. 
The Board endorsed the three draft Single Outcome Agreements in June 2013. 
On 24 October 2013 the Board approved a Body Corporate Model of Partnership 
(Health & Social Care Partnership).  Work plans for the three partnerships are in place 
and an overall work plan is under development for a range of shared issues across the 
three partnerships. Tayside NHS Board approved governance arrangements for Health 
& Social Care Integration (HSCI) on 27 February 2014.  Three Shadow Boards and a 
number of working groups including a pan-Tayside Health and Social Care Joint Issues 
Group have been established. NHS Tayside, Angus Council, Dundee City Council and 
Perth & Kinross Council have established a Clinical and Care Governance Group to 
take forward information sharing, feedback/complaints, process/procedures and 
governance arrangements. In addition, a NHS Tayside Partnership Board has been 
established. Internal Audit T19/14 – Joint Planning & Accountability is ongoing and will 
report on arrangements to address corporate risk 20 ‘HSCI’. 
In June and October 2013 and in February 2014 the Board received reports on National 
and Regional Planning. 
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Clinical Governance Components 13/14 12/13 Action 
Plan 
Ref. 

The ‘Clinical Governance Strategy 2013–2016’ was approved by Tayside NHS Board 
on 5 December 2013 following approval of the Clinical Governance Framework by the 
Improvement & Quality (I&Q) Committee on 13 June 2013. The Strategy incorporates 
developments following the Francis, Berwick and Keogh reports and specifically 
refers to clinical Risk Management and the need to match clinical governance activity 
and clinical risk. 
Prior to final approval of the Strategy, Executive Team (ET) members were given the 
opportunity to comment on the draft and Internal Audit provided comments on various 
iterations of the draft Strategy.  
On 24 April 2014 the ‘Clinical Governance in Practice’ paper provided Tayside NHS 
Board with an update on progress to make the strategy a reality in day to day practice 
across the whole system.   
At the start of 2014/15, the Board was updated on progress of the development of the 
core dataset underpinning the Clinical Governance Measurement and Monitoring 
Framework and informed that Executive Scorecard had been developed with a range 
of indicators and domains; a clinical governance performance and assurance 
framework is in development. 
Whilst the Strategy was launched during the year, there remains a need to develop, 
and formally approve, a time bound Clinical Governance Strategy implementation 
plan to ensure that the Strategy is delivered and appropriate levels of assurance 
provided. Internal Audit T19/15 will review the communication and implementation of 
the Strategy. 
The I&Q Committee first considered their 2013/14 draft work plan and the Clinical 
Quality Forum (CQF) work plan in June 2013, prior to both work plans being finalised 
in October 2013.  During 2013/14 the I&Q Committee reviewed clinical risks and 
added risks on clinical governance, person centred care and vulnerable people to the 
corporate risk profile.  
The HIS Management of Adverse Events inspection report was issued in September 
2013 and highlighted several areas of good practice as well as some 

Clinical Governance B C 2. 
Critical Incident Review B B  
External Review A B  
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recommendations, many of which had already been identified internally and were 
being addressed.  NHS Tayside returned an improvement plan to HIS on 23 
September 2013; the December 2013 CQF was informed that 7 of the original 13 
recommendations had been completed, albeit the improvement plan has evolved and 
now contains 21 actions.  A further update will be provided to CQF in July 2014.  
The NHS Tayside Adverse Event Management (AEM) Policy has been fundamentally 
reviewed in 2013/14 to incorporate actions from the HIS report.  The draft AEM Policy 
is out for final consultation prior to presentation to Audit Committee for approval. 
Reporting of Significant Clinical Event Analyses (SCEAs) through the I&Q Committee 
and CQF was robust.  The Nurse and Medical Director Chair a weekly Clinical Risk 
Management meeting which specifically identifies risks from SCEAs, emerging clinical 
risks, patient safety updates and complex complaints. 
The I&Q Committee and CQF have considered external reports from HIS (including 
the NHS Lanarkshire report), the Scottish Public Services Ombudsman, MWC and 
HEI.  HAI control continued as a Board Standing Agenda item. 
We are currently reviewing concerns around Medical Equipment which will be 
reported to the Audit Committee in September 2014. 
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Staff Governance Components 13/14 12/13 Action 
Plan 
Ref. 

The Staff Governance Committee (SGC) approved its Terms of Reference and 
2013/14 Work Plan in April 2013.  The work plan was recalibrated and the final 
version approved in August 2013. During 2013/14 the SGC considered all 5 strands 
of the 4th Staff Governance Standard, the 2020 Workforce Vision and relevant Staff 
Governance corporate risks; we would note that the SGC has not formally 
incorporated the 2020 workforce vision into its Terms of Reference for 2014/15. 
The Workforce Plan 2013/14 was approved by the SGC on 27 June 2013 and a 
corporate workforce plan progress report was presented to SGC in December 2013. 
Internal Audit T23/14 – Workforce Planning & Information will report on controls 
established to manage the risks relating to workforce planning for nursing and 
midwifery staff. 
The Staff Governance action plan 2013/14 was approved by the SGC on 18 June 
2013, with some concerns expressed around the completion of actions in-year.  An 
update was presented to the SGC in October 2013.  The year-end progress report will 
be reported to Area Partnership Forum (APF) and SGC in June 2014. All actions have 
been achieved. 
CEL26 (2013) detailed the new Staff Governance Standard Monitoring Framework, 
and set out the arrangements for submitting returns for 2013/14; NHS Tayside agreed 
and complied with a slightly extended deadline of 30 May 2014 for submission. Local 
monitoring returns were completed by Local Partnership Fora in early 2014 but will 
not be presented to the SGC in June when it receives the monitoring return. 
PIN Guidelines and the HR Training Plan are monitored through the Workforce & 
Governance Forum and reported to SGC as part of the ‘Treated Fairly and 
Consistently’ updates. PIN training updates were provided to the APF twice in 
2013/14. 
The Remuneration Committee annual report was presented to the SGC on 15 April 
2014.  Internal Audit T22/14 concluded that the Remuneration Committee worked well 
and demonstrated many areas of best practice.  
As at 31 March 2014 70% of secondary care career grade doctors had undergone 

Staff Governance Committee A B 3. 
Remuneration Committee A A  
Performance Management & 
Development 

B B  
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appraisal and 94% of GPs had completed appraisals at 31 March 2014.  In response 
to a recommendation in the Internal Audit Interim Report 2013/14, the Medical 
Director has confirmed that the 2013/14 doctors’ appraisal report covering all doctors 
will be presented to SGC in August 2014. The Secondary Care Revalidation Steering 
Group Terms of Reference were considered by the SGC in October 2013 prior to final 
approval in December 2013 and the group met 3 times in 2013/14.   
The ‘PDP Planning & Review Policy – Knowledge & Skills Framework’ was due for 
review in January 2014 and the revised version was approved by the APF in April 
2014.  The Policy is scheduled for presentation to the SGC in June 2014 for final 
approval.  As at end of March 2014, 52% of NHS Tayside staff had PDPs in place and 
90% of staff had an eKSF outline.   
Sickness absence for the third quarter of 2013/14 was 4.63% against the upper target 
of 4.5% and the Scottish average of 4.56%.  This target continues to be closely 
monitored by the SGC.  Promoting Attendance reports were considered by the SGC 
throughout 2013/14 and in December 2014 the SGC considered a report on Medical 
Absences. Internal Audit T23/15 will review management of attendance for medical 
staff. 



Tayside NHS Board                                                                         
Annual Internal Audit Report 

Internal Audit Service                                                                          
Financial Year 2013/14 

Appendix 2 - Assessment of Internal Control Framework 

 

Page 17 

Financial Governance Components 13/14 12/13 Action 
Plan 
Ref. 

The Strategic Financial Plan 2013/14-2015/16 was approved by Tayside NHS Board 
on 14 March 2013.  On 28 March 2013, the Director-General Health & Social Care 
and Chief Executive NHS Scotland wrote to the NHS Tayside Chief Executive signing 
off the Local Delivery Plan and the supporting financial plan.  The letter stated ‘I note 
that the majority of your savings plans for future years are in the early stages of 
development which we both acknowledge is a key risk’.  
The F&R Committee receives a detailed Corporate Finance Report which includes an 
updated Strategic Financial Plan risk assessment and a breakdown of savings in the 
format of the Scottish Government monitoring returns. 
In November 2013 the Director of Finance reported to the Finance & Resources 
(F&R) Committee that breakeven was projected, but NHS Tayside needed to deliver 
savings of £1.0m per month over the last four months of the year to achieve the 
projected break even target. Progress was to be pursued through the Star Chamber 
budget meetings. 
Recognising the continued pressure in delivering waiting times targets and based on 
further discussion between the Access Team at SGHSCD and the Chief Executive in 
early January 2014 the Director of Finance updated the Board Development Event 
that the worst case year end outturn was c£6.5m. 
The actions taken by the Board to address the £4.0m potential overspend and the 
delivery of the final outturn of an under spend of £0.2m was achieved through 
brokerage funding of £2.85m, with a clearly specified period of repayment and 
additional savings of £1.1m beyond the £21m in the Strategic Financial Plan. 
Financial Monitoring is covered in greater detail within Audit Report T28/14.  This 
disclosure is reflected in the Governance Statement in the Accounts.  
In January 2014 the Board of Trustees agreed a temporary suspension of the policy 
of not funding bids retrospectively. Thereafter a number of submissions for funding 
were approved by Endowment Advisory Group/Board of Trustees totaling £3.64m, of 
which £2.71m was retrospective spend. The content of all the bids were agreed by 
trustees to be within the normal criteria for funding and in line with the charitable 

Budgetary Control System  B B  
Financial Reporting  B B  
Arrangements to ensure Resources 
are Used Effectively, Efficiently & 
Economically 

B A  

Standing Financial Instructions A A  
Standards of Business Conduct A A  
Fraud, Theft & Corruption Policy & 
Response Plan 

B B  

Financial Procedures A A  
Capital Investment Control & Project 
Management 

B B  

Acquisition, Use, Safeguarding & 
Disposal of Assets 

C B 4. 
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purpose of the Fund. Appropriate disclosure has been incorporated in the Endowment 
Fund Annual Accounts and in the Board Governance Statement. 
The 2013/14 BV framework was presented to the August 2013 Board meeting.  The 
‘Use of Resources’ characteristic is delegated to the F&R Committee and assurance 
on this characteristic was provided at Appendix 3 to the F&R Committee Annual 
Report 2013/14, approved at the April 2014 meeting. 
Review of the Accounts Payable Financial Operating Procedure (FOP) is underway 
and completion is delayed pending development of eAuthorisation. NHS Tayside is 
using the NHS Shared Services Best Practice Guide for payroll. 
The NHS Tayside Counter Fraud Action Plan first presented to Audit Committee in 
March 2012 has been updated to include additional action points arising from, for 
example, issue of CEL11(2013).  The Audit Committee was provided with Counter 
Fraud updates throughout 2013/14. The NHS Tayside anti-bribery programme was 
presented to Audit Committee in November 2013 with further updates in January and 
May 2014.  As reported to the May 2014 Audit Committee, 17 of the original 58 action 
points had incomplete elements. Revised due dates were agreed for these actions 
with the latest date being December 2014 and the Audit Committee will continue to 
monitor the action plan until all actions are complete.  
The Whistleblowing Policy was endorsed by SGC in June 2013 and the Audit 
Committee has received regular updates on fraud related issues. T25/14 – National 
Fraud Initiative (NFI) concluded that NHS Tayside takes an appropriate risk based 
approach to the NFI exercise.  NFI was included in the update to the CoCG approved 
by Board on 24 April 2014. 
The Property and Asset Management Strategy (PAMS) 2012-2016 was approved by 
Tayside NHS Board on 14 March 2013.  The F&R Committee workplan did not 
receive six monthly Property Strategy progress updates as per its workplan but was 
the subject of a Development Event in May 2014. 
Internal Audit T32/13 – Asset Register identified a number of concerns in relation to 
site closures as well as providing some assurance on the asset register.   
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Information Governance Components 13/14 12/13 Action 
Plan 
Ref. 

The F&R Committee considered minutes of the Information Governance (IG) 
Committee during 2013/14 and the IG update for the period 1 April 2013 to 31 August 
2013 was noted by the F&R Committee on 17 October 2013. 
The IG Committee Annual Report was approved by the IG Committee on 14 May 
2014 and provided assurance that adequate and effective arrangements were in 
place for the management of IG & Assurance during the year.  
The F&R Committee Annual Report did not contain the required assurance on 
Information Governance and the F&R Committee was not in a position to provide 
such assurance as it did not receive the IG Committee report in time.  
Whilst progress against the IG & Assurance Plan 2013-14 to August 2013 was 
presented to F&R Committee in October 2013, the year end position was not 
reviewed by either the IG or F&R Committee. The IG & Assurance Plan to March 
2014 has been appended to the IG Committee Annual Report which has now been 
circulated to all IG Committee members and the IG committee annual report will be 
presented to F&R Committee in June 2014.  As reported in the Internal Audit Interim 
Review, one key activity relating to major redevelopment of the NHS Tayside website 
has been delayed and completion is now scheduled for end October 2014.  A further 
8 actions, 3 of which relate to current HSCI developments are ongoing and will be 
carried through to 2014/15.   
On 15 August 2013 the F&R Committee was provided with the eHealth Delivery Plan 
2013-2017 and during 2013/14 the eHealth Delivery Plan continued to be monitored 
by the Area Business IM&T Group. Minutes of the Area Business IM&T Group were 
provided to the F&R Committee throughout the year and on 16 April 2014 the Group 
approved their Annual Report 2013/14 for submission to F&R Committee on 27 June 
2014, again after the F&R Committee Annual report. 
The Executive Management Team (EMT) were provided with eHealth updates and 
new arrangements are being put in place for eHealth Delivery Plan progress to be 
reported through the newly formed Clinical Advisory Group.  Management has agreed 
that, in future, the F&R Committee will be provided with an annual update on progress 

Information Assurance B B 5, 6. 
eHealth Strategy  A A 7 
Information Security Policy B B  
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against the eHealth Delivery Plan.  
A Data Sharing Improvement Board has been convened and is currently reviewing 
priorities in advance of the development of the Information Sharing Strategy. 
The F&R Committee approved the Health Records Strategy and Management Policy 
on 15 August 2013.  The IG Policy, incorporating the Information Security Policy was 
approved by F&R Committee in February 2013. As reported in the IG Annual Report, 
work has been scheduled to review the current 68 System Security Policies in 
conjunction with system managers and transfer them to the new format.   
Internal Audit T33/14 – Information Security is ongoing and will review management 
of the risks associated with mobile IT devices. 
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Appendix 3:  Performance against service specification 

 Planning Target 2013/14 2012/13 

1 Strategic/Annual Plan presented to Audit 
Committee by April 30th  

Yes Yes Yes 

2 Annual Internal Audit Report presented to Audit 
Committee by June 

Yes Yes Yes 

3 Audit assignment plans for planned audits issued 
to the responsible Director at least 2 weeks before 
commencement of audit 

75% 91% 92% 

  

4 Draft reports issued by target date  75% 78% 78% 

5 Responses received from client within timescale 
defined in reporting protocol  

75% 77% 74% 

6 Final reports presented to target Audit Committee  75% 80% 75% 

7 Number of days delivered against plan  100% at 
year-end 

84% 95% 

8 Number of audits delivered to planned number of 
days (within 10%) 

75% 80% 88% 

9 Skill mix  50% 70% 60% 

10 Staff provision by category As per 
SSA/Spec 

Pie chart 

 Effectiveness 

11 Client satisfaction surveys Average 
score of 3 

Bar chart 
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Ref. Control Issue Audit Recommendation Priority Management Response/ Action  Action by/Date 

1. The Internal Audit Interim Report 
2013/14 recommended that a 
specific report on Data Quality be 
provided to an appropriate 
committee to allow members to 
challenge the approach and 
coverage of the validation 
undertaken. The IG Committee 
Annual Report to the Finance & 
Resources Committee describes 
the data quality process but does 
not provide positive assurance. 

In the longer term, the systems 
described in the IG annual 
report should be developed to 
provide positive assurance on 
the quality of key data used for 
decision-making and 
performance management. The 
Internal Audit rolling programme 
of data quality review should 
form part of this assurance.  

2 The IG Committee will investigate 
the current responsibilities and 
procedures in place for providing 
assurance on data quality.  The IG 
Committee will then develop a 
framework for data quality for NHS 
Tayside which will be presented to 
the Finance & Resources 
Committee for approval and 
application in NHS Tayside. 

Board Secretary 
& Information 
Governance 
Manager. 
 
 
March 2015 

2. Whilst initial implementation of the 
Clinical Governance Strategy and 
the Clinical Governance 
Measurement and Monitoring 
Framework is in progress and 
being taken forward by the 
Associate Medical and Nurse 
Directors, there is currently no 
agreed formal process to create a 
Clinical Governance Strategy 
implementation plan. 

 

 

 

A Clinical Governance Strategy 
implementation plan should be 
approved by the I&Q Committee 
and Board and should include 
SMART Objectives, Planned 
Actions, Responsible Officers, 
Timescales and Outcomes as 
well as provision for formal 
monitoring by the I&Q 
Committee. We have provided 
the Head of Clinical Governance 
with a set of detailed areas 
which should be taken into 
consideration in the 
development of such an 
implementation plan. 

 

 

2 Agreed.  An implementation plan 
will be developed and will be 
presented to an appropriate 
committee for approval.  Monitoring 
arrangements will be put in place. 

Medical Director 

 

December 2014 
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Ref. Control Issue Audit Recommendation Priority Management Response/ Action  Action by/Date 

3. The remit of the Staff Governance 
Committee as set out in the Code 
of Corporate Governance does not 
fully reflect the strategic nature of 
the work undertaken by the 
Committee and the requirements 
of the 2020 workforce vision and 
associated implementation plan. 

The remit of the Staff 
Governance Committee as set 
out in the Code of Corporate 
Governance should be updated 
to include all work undertaken 
by the Committee and in 
particular:  

 Monitoring key deliverables 
from the 2020 workforce 
vision ‘Everyone Matters 
and associated 
implementation plan; 

 Development and monitoring 
of the workforce strategy to 
support the Board’s new 
health strategy. 

The relationship with the 
Remuneration Sub-Committee 
and requirement for the Staff 
Governance Committee to 
approve the Remuneration 
Committee Annual report could 
also be clarified. 

 

2 
 
 
 
 
 
 
 
 
 
 
 
 

3 

Noted.  Action will be taken to 
update. 

 

 

 

 

 

 

 

 

 

 

 

Noted.  Action will be taken to 
update. 

 

 

 

 

 

Director of HR & 
Board Secretary 

 

August 2014 

 

 

 

 

 

 

 

 

 

Director of HR & 
Board Secretary 

 

August 2014 
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Ref. Control Issue Audit Recommendation Priority Management Response/ Action  Action by/Date 

4. The F&R Committee has not 
received a six-monthly Property 
Strategy progress update in line 
with its work plan, albeit the PAMS 
was an agenda item at the May 
2014 F&R Committee development 
event.  

Neither Tayside NHS Board nor a 
delegated Committee has 
considered the ‘Annual State of 
NHSScotland Assets and Facilities 
Report for 2013’. 

The F&R Committee should 
decide whether it wishes to 
monitor these areas itself or 
delegate responsibility to an 
appropriate group. Whichever 
option is chosen should be 
reflected in the relevant Terms 
of Reference(s) and work plans.  
The nature and timing of 
assurances should be fully 
considered so that the F&R 
Committee has the relevant 
information in time for its Annual 
Report. 

3 Agreed.  Review of progress 
against the Property Strategy will 
be undertaken by the Capital 
Scrutiny Group (CSG) on a 6 
monthly basis.  

The ‘Annual State of NHSScotland 
Assets and Facilities Report for 
2013’ was presented to the Capital 
Scrutiny Group, along with a 
summary of the main points on 28 
May 2014.  All relevant Property & 
Asset reports will be considered by 
the Capital Scrutiny Group. 

Director of 
Finance 

June 2014 

5. The F&R Committee Annual 
Report did not contain the required 
assurance on Information 
Governance and the F&R 
Committee was not in a position to 
provide such assurance as it did 
not receive the IG Committee 
annual report in time.  

. 

 

The F&R Committee remit and 
work plan should be updated to 
include review of a Mid Year 
and Annual report from the IG 
Committee and the Area 
Business IM&T Group, 
submitted before sign off of the 
F&R Committee Annual Report. 

The F&R Committee Annual 
Report should specifically 
conclude on the adequacy and 
effectiveness of IG 
arrangements. 

 

2 Agreed.  The F&R work plan and 
remit will be updated to reflect the 
recommendations.   

 

 

 

Agreed.  The IG and Area 
Business IM&T Group annual 
reports will be concluded prior to 
consideration of the F&R 
Committee Annual Report.  The 
F&R Committee Annual Report will 
specifically conclude on the 
adequacy and effectiveness of IG 
arrangements. 

Director of 
Finance 

June 2014 

 

 
Director of 
Finance 

June 2015 
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Ref. Control Issue Audit Recommendation Priority Management Response/ Action  Action by/Date 

 

6. IG assurance is provided to the 
F&R Committee through the 
minutes of the IG Committee and 
the Mid Year and Annual IG 
Committee reports.  Assurance is 
currently provided based on the 
business undertaken by the IG 
Committee, rather than providing 
specific assurance on information 
assurance/governance.  

The F&R Committee should 
consider the assurances it 
requires and should receive 
them in the form of an 
Information Assurance report 
specifically tailored to their 
requirements, rather than 
through a generic group report.  

3 Agreed. The annual report will be 
restructured to provide assurance 
around IG. 

Director of 
Finance 

June 2015 

7. The eHealth Delivery plan will be 
fundamental to the achievement of 
the Board’s strategic objectives. 
Whilst progress against the 
eHealth Delivery Plan is monitored 
by the Area Business IM&T Group, 
the F&R Committee does not 
provide governance oversight. 

The F&R Committee remit 
should be updated to include 
approval of the eHealth Delivery 
Plan at the start of the year to 
ensure that its objectives are 
aligned and designed to support 
the health strategy.  It should 
also review progress to ensure 
the Plan is on track.  

 

3 Agreed.  A mid year and year end 
progress update on the eHealth 
Delivery Plan will be considered by 
F&R Committee in 2014/15. 

The next fully revised eHealth 
Delivery Plan will be presented to 
F&R Committee for approval. 

Director of 
eHealth 

November 2014 
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APPENDIX 5: DEFINITION OF ASSURANCE CATEGORIES AND 
RECOMMENDATION PRIORITIES 

Categories of Assurance: 

A Good There is an adequate and effective system of risk 
management, control and governance to address risks to the 
achievement of objectives. 

B Broadly 
Satisfactory 

There is an adequate and effective system of risk 
management, control and governance to address risks to the 
achievement of objectives, although minor weaknesses are 
present.  

C Adequate Business objectives are likely to be achieved. However, 
Improvements are required to enhance the adequacy/ 
effectiveness of risk management, control and governance.  

D Inadequate There is increased risk that objectives may not be achieved.  
Improvements are required to enhance the adequacy and/or 
effectiveness of risk management, control and governance. 

E Unsatisfactory There is considerable risk that the system will fail to meet its 
objectives.  Significant improvements are required to improve 
the adequacy and effectiveness of risk management, control 
and governance and to place reliance on the system for 
corporate governance assurance. 

F Unacceptable The system has failed or there is a real and substantial risk 
that the system will fail to meet its objectives.  Immediate 
action is required to improve the adequacy and effectiveness 
of risk management, control and governance. 

 
The priorities relating to Internal Audit recommendations are defined as follows: 
 
Priority 1 recommendations relate to critical issues, which will feature in our 
evaluation of the Governance Statement.  These are significant matters relating to 
factors critical to the success of the organisation.  The weakness may also give rise 
to material loss or error or seriously impact on the reputation of the organisation and 
require urgent attention by a Director. 
 
Priority 2 recommendations relate to important issues that require the attention of 
senior management and may also give rise to material financial loss or error. 
 
Priority 1 and 2 recommendations are highlighted to the Audit Committee and 
included in the main body of the report within the Audit Opinion and Findings  
 
 
Priority 3 recommendations are usually matters that can be corrected through line 
management action or improvements to the efficiency and effectiveness of controls.  
 
Priority 4 recommendations are recommendations that improve the efficiency and 
effectiveness of controls operated mainly at supervisory level.  The weaknesses 
highlighted do not affect the ability of the controls to meet their objectives in any 
significant way. 





ITEM 6 

AUDIT 11/2014 
AUDIT COMMITTEE 

20 MARCH 2014 
 
 
AUDIT FOLLOW UP (AFU) – FULL CYCLE UPDATE REPORT  
 
1. PURPOSE OF THE REPORT 
 

The purpose of this report is to present to the Audit Committee a progress update on 
the action taken to 3 November 2013, relating to recommendations made in NHS 
Tayside Internal/External Audit reports.  

 
2. RECOMMENDATIONS 
 

The Audit Committee is asked to note the findings for this full cycle to November 
2013 and approve the updated AFU Protocol.  
 

3. EXECUTIVE SUMMARY 
 

Audit Follow Up status update requests have been sent out to Responsible Officers 
for all actions with due dates up to the cut off month of November 2013.  No follow 
up work has been carried out for actions falling due after November 2013 as these 
actions fall out with the scope of this AFU cycle, with the exception of action points 
contained in ‘D’ / ‘C-‘ finding reports (see Appendix 3 ).  

 

3.1 FULL CYCLE FINDINGS 
 
Summary of Key Findings 

 
Appendix 1  contains a summary listing of the status of Internal and External Audit 
higher risk action points, where each audit report listed contains at least one 
outstanding action which is either status ‘C overdue’ or status ‘E not yet due’, arising 
from the follow up carried out this cycle.  The ‘E’ status actions have arisen as a 
result of requests made by Responsible Officers to revise the due date.  The 
Responsible Officer has provided an explanation of why an extension to the due date 
has been requested and this has been accepted by AFU after consultation with 
Internal Audit if required.  The actions with ‘C, overdue’ status are included in more 
detail in Appendix 2.  The last column indicates whether Internal Audit has been 
consulted, for example, on whether or not to accept a revised due date or a no 
longer relevant action request asked for by a Responsible Officer.  

 
Appendix 2  contains ‘C – overdue’ status, higher risk action points picked up from 
this and previous full-cycle follow up reviews.  The agreed management action is 
noted together with the Responsible Officer’s comment on the status of the action. 
Where possible, target dates for completion of the actions are included.  Each action 
will continue to be reported within this appendix until fully completed. 
 
As agreed at the last Audit Committee meeting, revised due date requests relating to 
higher risk action points of more than 3 years old have not been accepted and they 
therefore will remain with ‘C’ overdue status and reported in Appendix 2 until 
concluded.  The AFU Protocol has been updated to reflect this and is included at 
Appendix 5 . The Committee is asked to approve the changes to the protocol. 
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For this cycle: 
o Of the five action points noted in the previous AFU report three are 

approaching completion, and should be auctioned by the end of March 
2014.  One further action has been added to this appendix for this cycle. 

 
Appendix 3  provides a progress update of the remaining outstanding actions 
(priority 2, 3 & 4) included within ‘D’ or ‘C-‘ finding audit reports (see audit opinion 
definitions included in Appendix 4).  It should be noted that no revised due date 
requests from Responsible Officers are accepted.  Due dates reflect the original due 
dates specified in the final issued audit report.  However, target dates for completion 
of the actions from Responsible Officers are included for information in the 
‘Comment from Responsible Officer for March 2014 Audit Committee’ column.   
 
For actions that are not yet due and therefore classified as ‘E’ status, Responsible 
Officers have advised whether these actions are on track to be completed by the 
original due dates set:  

 
 For this cycle: 

o T29A/10, Consultants Leave Arrangements  (taken in full to 25 March 
2010 Committee) – 2 actions remained outstanding as previously reported  
with a target date of March 2014 as previously reported. 

 
o T13A/12, Risk Management – Joint Risks with Partner  Organisations 

(taken in full to 9 February 2012 Committee)  – Out of the 18 actions, 15 
have been completed and 3 remain outstanding as previously reported.  The 
Responsible Officer has advised that all 3 actions are part of a wider 
performance management framework that will be informed by Scottish 
Government guidance in relation to the creation of Health and Social Care 
Partnerships.  Further consideration of these actions is to take place on the 
issue of the guidance.  Taking this into account, the Responsible Officer has 
advised a target date of June 2014 for completion of the actions.  

 
o T33/12, Security of Patients’ Property – Compliance  at ward level – Out 

of the 7 actions, 1 remains outstanding and relates to conclusion of a 
streamlined and updated Patient Funds Procedure which is scheduled to 
become effective from 1 May 2014. 

 
o T32/13,  Asset Register Maintenance & Site Closure – Out of a total of 15 

actions, the 5 remaining uncompleted actions are not yet due with ‘E’ status 
and the Responsible Officer has confirmed that they are all on track to be 
completed by April 2014. 

 
 Appendix 4 
 For ease of reference, a definition of terms is included at Appendix 4 . 
 
4. MEASURES FOR IMPROVEMENT  
 

The focus of AFU reporting, allows the Audit Committee to concentrate on the areas 
of AFU concern. 

 
5. RESOURCE IMPLICATIONS  
 
 Financial 
 

There are no direct financial implications arising from this report. 
 

Workforce 
 

There are no direct workforce implications arising from this report. 
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6. DELEGATION LEVEL 
 
 Not applicable 

 
7. RISK ASSESSMENT  
 

Regular Audit Follow Up on action points contained in audit reports provides 
assurance that the recommendations are being addressed and thereby minimises 
the impact of a potential deterioration of audit findings. 
 

8. IMPLICATIONS FOR HEALTH  
 
 There are no direct implications for health arising from this report. 
 
9. IMPACT ASSESSMENT AND INFORMING, ENGAGING AND CO NSULTING 
 

The Assistant Director of Finance – Governance & Corporate Finance was consulted 
on the content of this paper prior to it being considered by the Audit Committee. 

 
10. EQUALITY AND DIVERSITY IMPACT ASSESSMENT  
 
 Not applicable. 

 
11. TIMETABLE FOR IMPLEMENTATION AND LEAD OFFICER  

 
Two full-cycle and two mid-cycle update reports are reported to four Audit Committee 
meetings each financial year. 
 
The lead officer is Ms Catriona Marion, Principal Corporate Accountant. 

 
 
 
 
 
CATRIONA MARION 
PRINCIPAL CORPORATE ACCOUNTANT 
28 February 2014 

 



NHS TAYSIDE APPENDIX 1

AUDIT FOLLOW UP - FULL CYCLE UPDATE REPORT (cut off to November 2013)

Summary of Higher Risk Action Points (Priority 1 & 2), by audit report, with one or more actions not yet completed

Internal 
Audit 

Report 
Year of 
Issue

Report 
Number

Assignment Description Report 
Category

Report Date 
of Issue

Total 
Action 
Points

A Actioned F               
No longer 
relevant

E             
Not yet 

due - Due 
date 

revised

E             
Not yet 
due - 

Outwith 
scope for 
this AFU 

cycle

C          
Overdue

See 
Appendix 

2

See 
Appendix 

3

Internal 
Audit 

Involveme
nt

T49/10 Information Security Standards C+ 2 1 0 0 0 1 1
T50/10 Data Management, Security and Business 

Continuity
C+ 20-Apr-10 2 0 1 0 0 1 1

2010/11 T31/11 Standards of Business Contact B- 07-Apr-11 3 0 0 3 0 0
T13A/12 Risk Management - Joint Risks with Partner 

Organisations
D 24-Jan-12 16 13 0 0 0 3 3

T23/12 Workforce Planning & Information C 17-Nov-11 4 3 0 1 0 0
T24A/12 Application of Agenda For Change Process 

for Pharmacy Posts, Angus CHP & Theatre 
Nursing Posts, Surgical Directorate

07-Nov-12 16 12 0 2 2 0

T33/12 Security of Patient's Property - Compliance a t 
Ward Level

D 08-May-12 7 6 0 0 2 1 1

...............STATUS CLASSIFICATION...............

2009/10

2011/12

Ward Level
T52/12 Transfer of Responsibility for Prisoner 

Healthcare
B 02-May-12 9 8 0 1 0 0

T13/13 Communications B+ 08-Mar-13 7 3 4 0 0 0

T16B/13 Scottish Patient Safety Programme 30-Apr-13 6 5 0 1 4 0
T34/13 Property Management C 17-Jan-13 13 12 0 0 0 1 1 2
T40/13 Security of Patients Property-Review of 

Harlequin System
23-May-13 5 4 0 1 0 0

T53/13 Endowment Funds 20-May-13 7 6 0 1 8 0

External 
Audit 

Report 
Year of 
Issue

Report 
Number

Assignment Description External 
Auditor

Report Date 
of Issue

Total 
Action 
Points

A Actioned F               
No longer 
relevant

E             
Not yet 

due - Due 
date 

revised

E             
Not yet 
due - 

Outwith 
scope for 
this AFU 

cycle

C          
Overdue

See 
Appendix 

2

See 
Appendix 

3

External 
Audit 

Involveme
nt

2011/12 CFE 7/12 20010/11 Statement on Internal Contr ol and 
Review of Internal Control Systems

Audit 
Scotland

May-11 9 8 0 1 0 0

2012/13 CFE 1/13 2011/12 PWC Interim Management Letter PWC Apr-12 7 6 0 1 0 0
2013/14 CFE 2/14 NHS Tayside Patients' Private Funds - Year 

ended 31 March 2013
MMG Jun-13 11 9 0 2 0 0

...............STATUS CLASSIFICATION...............

2012/13
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Overdue 'C' status Higher Risk Action Points  (Priority 1 & 2)

Report Ref Report Title Responsible Officer 
Original Due 

Date
Priority

Action 

Point No

Agreed Management Action to Audit 

Recommendation

Comment from Responsible Officer for November 

2013 Audit Committee 

Comment from Responsible Officer for 

March 2014 Audit Committee 

Status 

of 

Action 

Point 

T49/10 Information Security 

Standards

eHealth Programme 

Manager

Apr-10 2 3 NHS Tayside will take steps to establish and 

maintain an information asset register.     Due to the 

scale and nature of the organisation this will be 

approached on a devolved, departmental basis.       

Each register will list all personal identifiable 

information assets held within each department.      

The Information Governance team will issue 

procedural guidelines and an information asset 

register template to each department.     Each asset 

register will have a nominated owner within each 

department and each information asset will be 

assigned a clearly identified owner responsible for 

that asset.            

Comment Received 2.4.13: This work will now be 

undertaken as part of "the Public Records (Scotland) Act 

2011" requirements the Board will have to introduce, 

overseen by the Information Governance Committee with an 

action plan due to commence March 2013.     

Comment Received 3.12.13: The 

information asset for NHS Tayside continues 

to be developed as information becomes 

available from the Directerates/Departments. 

Reports on progress will be submitted to 

each meeting of the IG who are resonsible 

for progress. C

T50/10 Data Management, 

Security and Business 

Continuity

Head of ICT Service 

Delivery

Aug-10 2 8 A disaster recovery plan is in place covering services 

provided as managed technical services and where a 

formal service level agreement is in place covering 

the costs of such a service e.g. Efin Finance 

Consortium.   This DR service is provided by a third 

party and is subject to quarterly “fire tests” as 

defined in the contract.    The convergence of the 

technical architecture at both data centre sites i.e. 

Maryfield and Ninewells will give the opportunity to 

extend DR coverage and offer a reciprocal 

arrangement at both sites. This is being addressed 

as part of our overall eHealth infrastructure 

improvement programme.    Action in this area is 

Comment Received 7.1.14: There are a number of issues 

to be resolved. The main risk is associated with the move 

from the level 4 accommodation which is awaiting funding. 

This is essentially out of the hands of eHealth at the 

moment. The Director of eHealth is looking to record the 

risk of a lack of formal  Disaster Recovery. It is no longer 

there because such a service is no  longer affordable, 

coupled with the possibility that  we  may not have suitable 

premises, depending on which of the two data centres is 

affected.   Both issues directly relate to the huge growth in 

data storage requirements at both sites. I therefore  cannot 

give you a timescale for that, other than to say that there is, 

as yet,  no funding allocated for this  project, but the 

Comment Received 01.03.14: No change 

from previous comment.

C
improvement programme.    Action in this area is 

part of the on-going eHealth improvement plan and 

will be detailed in the eHealth delivery plan

as yet,  no funding allocated for this  project, but the 

Director of Finance is  aware of this situation and addressing 

it through a business case, driven by Capital Projects via 

CSG. Ultimately both sites will need to be looked at as 

Maryfield cannot be expanded any more due the design of 

the building.                                                            We 

are however continually looking to improve the facilities that 

we have to reconstitute the data in the event of a major 

loss.  We are in the process of improving the speed and 

capacity of our backup systems and adjusting the 

reconstitution service to accommodate the growth in data. 

We are aiming to upgrade the backup service by Summer 

2014.T31/11 Standards of Business 

Conduct

Board Secretary Oct-11 2 1 When staff on the corporate distribution list are 

asked to cascade guidance, they should be asked to 

confirm to the Board Secretary that they have 

complied with the instruction and information has 

been appropriately communicated to staff.    The 

Board Secretary should put in place a mechanism to 

monitor compliance with their instructions.                                                               

The Policy Tracker Tool which has been developed 

to monitor the communication and cascade of policy 

should be used for the Code of Corporate 

Governance.    The Policy Tracker Tool has been 

through user testing but the date of roll out will be 

agreed following discussion with staff side 

colleagues at the Workforce and Governance Group.  

Once this has been agreed the tool would require a 

small update to the system.

Comment received 8.1.14 re action point 1 :   The 

Policy Tracker is to go live in January 2014. Communication 

regarding this will be sent out later this month.

This tool was developed for the communication of polices 

however once this has been rolled out successfully, the tool 

will be tested for use with the Code of Corporate 

Governance. The completion of this will likely be later this 

year.

                                                                                                                                                          C

                                                                                              

Comment received 4.3.14:   A 

communication is to be sent to the Executive 

Team week beginning 10 March 2014 

advising that the Policy Tracker is in place.    

A Vital Signs will be issued week beginning 

31 March when the Policy Tracker will be 

available to all staff
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Overdue 'C' status Higher Risk Action Points  (Priority 1 & 2)

Report Ref Report Title Responsible Officer 
Original Due 

Date
Priority

Action 

Point No

Agreed Management Action to Audit 

Recommendation

Comment from Responsible Officer for November 

2013 Audit Committee 

Comment from Responsible Officer for 

March 2014 Audit Committee 

Status 

of 

Action 

Point 

T31/11 Cont. Standards of Business 

Conduct

Board Secretary Oct-11 2 2a The process for managers to report to the Board 

Secretary should be through the reporting 

mechanisms in the Policy Tracker Tool.
C

Standards of Business 

Conduct

Board Secretary Oct-11 2 2b A report will be provided from the Policy Tracker 

Tool and reported to the Executive Team for 

executive remedial action as necessary. C

T34/13 Property Management Property and Asset 

Management Lead

Nov-13 2 13 Discussions have taken place and a structure 

including a dedicated surveyor is to be put in place 

for the 20% survey programme to be implemented. 

Funding still requires to be identified.

Comments Received 25.2.14: Not 

actioned - No ongoing NHST funding in 

place. C

Comment received 8.1.14 re action points 2a & 2b: 

The Policy Tracker is to go live in January 2014. 

Communication regarding this will be sent out later this 

month.                                                                                    

This tool was developed for the communication of policies, 

however once this has been rolled out successfully, the tool 

will be tested for use with the Code of Corporate 

Governance. The completion of this will likely be later this 

year.                                                                                                             

The Board Secretary now reminds managers on the 

corporate distribution list of the requirements as detailed in 

the Standards of Business Conduct.
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CLOSE MONITORING OF THE STATUS OF ACTION POINTS WITHIN 'D' OPINION INTERNAL AUDIT REPORTS

Report Ref Report Title
Responsible 

Officer 

Report 

Category

Original 

Due Date
Priority

Action 

Point 

No

Agreed Management Action to Audit 

Recommendation

Comment from Responsible Officer for  

January 2014 Audit Committee 

Comment from Responsible Officer for March 

2014 Audit Committee

Status 

of 

Action 

Point 
T29A/10 Consultants Leave 

Arrangements

Head of HR - 

Resourcing

D Aug-10 3 2a Agreed. The procedure will be updated to reflect

the new Delivery Unit structure.

Comment Received 4.12.13: A Working Group 

in partnership with LNC colleagues has been 

established and is work in progress.  All leave to be 

incorporated into the one policy. Target date for 

completion March 2014

Comment Received  04.02.14: Working Group 

established in partnership with LNC and work 

continues to be taken forward. Target date for 

completion   March 2014.

C

Consultants Leave 

Arrangements

Head of HR - 

Resourcing

D Aug-10 3 5 Agreed. When the new Procedure is agreed we

will clarify the process to be used when claiming

for Study Leave and Additional professional Leave

and how these should be recorded and stored

locally by Directorates.

Comment Received 4.12.13: A Working Group 

in partnership with LNC colleagues has been 

established and is work in progress.  All leave to be 

incorporated into the one policy. Target date for 

completion March 2014

Comment Received 04.02.14: Working Group 

established in partnership with LNC and work 

continues to be taken forward. Target date for 

completion  March 2014.

C

T13A/12 Risk Management - Joint 

Risks with Partner 

Organisations

Head of Planning 

and Performance, 

Perth and Kinross 

CHP 

D Jun-12 2 5c Perth & Kinross CHP – the SOA for Perth & 

Kinross is being revised and a new Strategic Plan 

will be agreed by June 2012.  The Strategic Plan 

will incorporate the identification and 

management of partnership risks linked to themed 

strategic outcomes.

Comment Received 19.12.13: No change to

update provided in October 2013.

 Comment Received 28.01.14: The SOA/CPP for 

Perth and Kinross was published in 2013 and it is 

proposed to identify a framework to jointly agree and 

manage risks in partnership relating to SOA/CPP 

outcomes.This action is also part of a wider 

performance management framework that will be 

informed by Scottish Government guidance in relation 

to the creation of Health and Social Care 

Partnerships.  It has therefore identified the need for 

further consideration to be given to these actions in 

the light of imminent Scottish Govt guidelines. Target 

date for completion  June 2014.

C

Risk Management - Joint 

Risks with Partner 

Organisations

Head of Planning 

and Performance, 

Perth and Kinross 

CHP 

D Jun-12 2 6c Perth & Kinross CHP – the Senior Management

Team held a risk management event on 8

December 2011 and has identified 3 risks to which

the CHP as a whole is exposed. These will be

labelled on the SMART system as “P&K CHP

Risks”. Those CHP wide risks are in addition to a

number of risks which link to NHS Tayside

corporate risks. The Strategic Plan (see above)

will incorporate the identification and

management of partnership risks linked to themed

strategic outcomes.

Comment Received 19.12.13: No change to

update provided in October 2013.

Comment Received 28.01.14: The SOA/CPP for 

Perth and Kinross was published in 2013 and it is 

proposed to identify a framework to jointly agree and 

manage risks in partnership relating to SOA/CPP 

outcomes.This action is also part of a wider 

performance management framework that will be 

informed by Scottish Government guidance in relation 

to the creation of Health and Social Care 

Partnerships.  It has therefore identified the need for 

further consideration to be given to these actions in 

the light of imminent Scottish Govt guidelines. Target 

date for completion June 2014.

C

Risk Management - Joint 

Risks with Partner 

Organisations

Head of Planning 

and Performance, 

Perth and Kinross 

CHP 

D Jul-12 2 7c Perth & Kinross CHP - The CHP has agreed risks

jointly which are related to the delivery of the

Change Fund Workstreams. Discussions will be

held in partnership as part of the identification

and management of joint risks linked to the

delivery of the Strategic Plan’s [revised SOA]

outcomes.

Comment Received 19.2.13: No change to

update provided in October 2013.

Comment Received 28.01.14: The SOA/CPP for 

Perth and Kinross was published in 2013 and it is 

proposed to identify a framework to jointly agree and 

manage risks in partnership relating to SOA/CPP 

outcomes.This action is also part of a wider 

performance management framework that will be 

informed by Scottish Government guidance in relation 

to the creation of Health and Social Care 

Partnerships.  It has therefore identified the need for 

further consideration to be given to these actions in 

the light of imminent Scottish Govt guidelines. Target 

date for completion June 2014.

C
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CLOSE MONITORING OF THE STATUS OF ACTION POINTS WITHIN 'D' OPINION INTERNAL AUDIT REPORTS

Report Ref Report Title
Responsible 

Officer 

Report 

Category

Original 

Due Date
Priority

Action 

Point 

No

Agreed Management Action to Audit 

Recommendation

Comment from Responsible Officer for  

January 2014 Audit Committee 

Comment from Responsible Officer for March 

2014 Audit Committee

Status 

of 

Action 

Point 
T33/12 Security of Patients' 

Property - Compliance at 

ward level

Principal Corporate 

Accountant

D Dec-12       

Mar-13

2 3a The procedure is currently being reviewed with a 

view to streamlining it

Comment received 9.1.14: Update to Procedure 

just about concluded with a small number of 

queries still outstanding.  Procedure to become 

effective from 1 May 2014, in agreement with the 

Chief Operating Officer. 

Comment Received 10.12.13: Update to 

Procedure just about concluded with a small number 

of queries still outstanding.  Procedure to become 

effective from 1 May 2014, in agreement with the 

Chief Operating Officer. 

C

T32/13 Asset Register Maintenance 

& Site Closure

Head of 

Site/Support 

Services

D- Mar-14 2 7 The Site Clearance & Closure protocol will be 

amended to comply with the audit 

recommendations

Comment Received 18.12.13: A Working Group  

has been established and is work in progress.  

Work on target for completion March 2014

Comment Received 25.2.14: On track to be in place by April 
2014.

E

Asset Register Maintenance 

& Site Closure

Head of 

Site/Support 

Services

D- Mar-14 2 8a The Site Clearance and Closure protocol will be 

amended to comply with the audit 

recommendations.

Comment Received 18.12.13: A Working Group  

has been established and is work in progress.  

Work on target for completion March 2014

Comment Received 25.2.14: On track to be in place by April 
2014.

E

Asset Register Maintenance 

& Site Closure

Head of Site 

Support Services

D- Mar-14 2 8b The Site Clearance and Closure protocol will be 

amended to comply with the audit 

recommendations.

Comment Received 18.12.13: A Working Group  

has been established and is work in progress.  

Work on target for completion March 2014

Comment Received 25.2.14: On track to be in place by April 
2014.

E

Asset Register Maintenance 

& Site Closure

Head of 

Site/Support 

Services

D- Mar-14 2 9a The revised protocol will emphasise the 

requirement for a final report

Comment Received 18.12.13: A Working Group  

has been established and is work in progress.  

Work on target for completion March 2014

Comment Received 25.2.14: On track to be in place by April 
2014.

E

Asset Register Maintenance 

& Site Closure

Head of Site 

/Support Services

D- Mar-14 2 9b The form of the report will be considered and 

included in the revised protocol.

Comment Received 18.12.13: A Working Group  

has been established and is work in progress.  

Comment Received 25.2.14: On track to be in place by April 
2014.

E

& Site Closure /Support Services included in the revised protocol. has been established and is work in progress.  

Work on target for completion March 2014

2014.
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AUDIT FOLLOW UP APPENDIX 4 
 
DEFINITION OF TERMS 
 
 
1. INTERNAL AUDIT OPINIONS AND PRIORITIES 
 

Audit Opinions 
 

Audit opinions are defined as follows: 
 
 

A Good Meets control objectives 
B Broadly 

Satisfactory 
Meets control objectives with minor weaknesses present. 

C Adequate System has weaknesses that do not threaten the achievement 
of control objectives. 

D Inadequate System has weaknesses that could prevent it achieving control 
objectives 

E Unsatisfactory System may meet business objectives but has weaknesses that 
are likely to prevent it from achieving them. 

F Unacceptable System cannot meet control objectives. 
 

Audit Priorities 
 

The priorities relating to Internal Audit recommendations within the Action Plan are defined 
as follows:- 

 
Priority 1 recommendations  relate to critical issues, which will feature in the auditors’ 
evaluation of the Statement on Internal Control.  These are significant matters relating to 
factors critical to the success of the organisation.  The weakness may also give rise to 
material loss or error or seriously impact on the reputation of the organisation and require 
urgent attention by a Director. 
 
Priority 2 recommendations  relate to important issues that require the attention of senior 
management and may also give rise to material financial loss or error. 
 
Priority 3 recommendations  are usually matters that can be corrected through line 
management action or improvements to the efficiency and effectiveness of controls. 

 
Priority 4 recommendations  - these are recommendations that improve the efficiency and 
effectiveness of controls operated mainly at supervisory level. The weaknesses highlighted 
do not affect the ability of the controls to meet their objectives in any significant way. 
 

2. EXTERNAL AUDIT PRIORITIES 
 

Some External Audit reports do not include any audit priority ratings for action points.  For 
Audit Follow Up purposes, it has been assumed that for these external audit action points, 
they are of higher priority. 

 
 
 
 



 

 
 

2

 
 
 

3. AUDIT FOLLOW UP – ACTION POINT STATUS 
 

The status of action points included in follow up audit reports are classified as follows:- 
 

A Actioned Recommendation fully implemented. 
 

C Outstanding 
 

Recommendation overdue and not completed. 
 

E Not Yet Due Date for implementation is still in the future. 
 

F No Longer Relevant Intended course of action is redundant. 

NS National System Recommendation dependent on the satisfactory outcome of a 
national system and remains uncompleted for a considerable 
length of time. 

S Smart System Recommendation smart system assessed. Classification used 
where there is uncertainty whether the action will be 
completed due to reasons such as lack of funding or staff 
resource. 
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Background  
 
As Accountable Officer, the Board Chief Executive is ultimately responsible for ensuring that 
the Board has effective management systems in place to safeguard public funds.  Good 
practice guidance, as laid out in the Audit Committee Handbook (section 5.5), re-emphasises 
the importance of follow up actions to ensure that the actions agreed by management address 
control weaknesses identified by the work of Internal and External Audit and are actually 
implemented. 
 
Draft Audit Reports  
 
� A copy of the draft audit report is issued to the responding officer noted in the Internal Audit 

assignment plan, who is the manager responsible for the area concerned. When 
management are satisfied as to the factual accuracy of the report, management responses 
are incorporated and a responsible officer/date of action appended. The completed draft 
report should be sent back to Internal/External Audit within three weeks  of the date the 
draft report is issued to them. Thereafter, for Internal Audit projects, a draft final report is 
issued to the Assistant Director of Finance – Governance & Modernisation for sign off. The 
final report is then issued by Internal/External Audit to all the officers named on the front of 
the report and in the action plan.  

 
� In the event of a completed draft report not being sent back to Internal/External Audit within 

the agreed time period set and only in cases where management have taken steps and a 
solution has still not been found, will the matter be referred to the Chief Executive. 

 
Follow Up Procedure  
 
� Copies of all final audit reports are passed to the Principal Corporate Accountant, who will 

be responsible for producing two full-cycle and two mid-cycle AFU reports, for consideration 
at four Audit Committee Meetings. No more than 2 Audit Committees should pass without 
an AFU report being brought to Committee.  

 
� Once an action point falls due, Audit Follow Up will send to the Responsible Officer, a copy 

of the action plan and a request to the officer to provide an update on the current status of 
the action point, indicating whether it has been completed or not and if not completed, 
provide a reason for the outstanding element, together with a revised due date for 
completion of the entire action point. Additional explanation is also required for actions 
classified by Responsible Officers as no longer relevant (‘F’ status). The Assistant Director 
of Finance – Governance & Modernisation will exercise judgement on whether in the 
circumstances, to accept requested revised due dates and actions classified as no longer 
relevant, with assistance from Internal Audit, if required. However , revised due date 
requests for actions more than 3 years old will not  be accepted  and these actions will 
remain classified as ‘C’ status until fully complet ed.  Status updates will be requested 
within each AFU cycle  periodically  until outstanding the  actions have has  either been 
completed (‘A’ status) or are is  no longer relevant (‘F’ status).  

 
� If a named officer believes that the agreed action no longer forms part of his/her remit, the 

onus will be upon the officer to immediately inform the Assistant Director of Finance – 
Governance & Modernisation in writing, providing explanation of why he/she no longer has 
responsibility for the action and to provide the name of the new officer. The Assistant 
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Director of Finance – Governance & Modernisation will exercise judgement on whether the 
requested change of officer is reasonable, with assistance from Internal Audit, if required. 

 
� Where significant inaction by a Responsible Officer is apparent and intervention is required, 

the Assistant Director of Finance – Governance & Modernisation will discuss this with the 
relevant Director/Senior Manager and will report on an exceptions basis to the Chief 
Executive. Only in cases where management have taken all steps and a solution has still 
not been found, will the matter be referred to the Chief Executive. 

 
� The classifications used in the Audit Follow Up process are as follows: 
 
 

A Actioned            -      Recommendation fully implemented; 
 
      C   Outstanding             -     Recommendation overdue and not completed. An explanation 

of the factors hindering progress should be supplied;   
 
E Not Yet Due             -     Date for implementation is still in the future; 
 
F No longer relevant  -     Intended course of action is redundant; 
 
S    Smart System           -    Recommendation smart system risk assessed. This 

classification is used where there is uncertainty whether the 
action will be completed due to reasons such as lack of funding 
or staff resource; 

 
NS  National System     -    Recommendation dependent on the satisfactory outcome of a 

national system and remains uncompleted for a considerable 
length of time.  

 
Reports to the Audit Committee  
 
� Reports to the Audit Committee will separately identify Internal and External follow-ups; 
� Full-cycle reports will include a summary of higher risk (Priority 1 & 2) uncompleted action 

points, by audit report, by year. Status updates containing the extracted wording provided 
by responsible officers, for actions with ‘C’ overdue status, will be provided; 

� All four AFU reports will include for ‘D’ findings reports, an update containing the extracted 
wording provided by responsible officers, on the status of outstanding action points and for 
actions not yet due, an update on whether they are on track to be completed by the due 
date set; 

� Lower risk (Priority 3 & 4) actions will be monitored in-house and any areas of concern 
reported within an exception report.  
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Escalation Action  
 
In the event of a no reply received from a Responsible Officer to a request for a status update 
from AFU, the following escalation actions shall be invoked: 
 
Escalation 1 action  (during the AFU cycle review and prior to reporting  to the Audit 

Committee).  Email to be sent by the Assistant Director of Finance -  
Governance & Modernisation, to the Responsible Officer , asking for a 
response from the Responsible Officer to AFU by return;  

 
Escalation 2 action   (during the AFU cycle review and prior to reporting  to the Audit 

Committee).  Email to be sent by the Assistant Director of Finance, 
Governance & Modernisation, to the Responding Officer  (officer noted 
in the Internal Audit Assignment Plan as the manager responsible for the 
area being audited) informing him/her that no reply has been received 
from the Responsible Officer and unless a response is received from the 
Responsible Officer to AFU by return, the Responding Officer will be 
asked to attend the next meeting of the Audit Committee along with the 
Responsible Officer in attendance. 

 
 
Formal Follow Up By Internal  Audit  
 
As part of the annual planning process, time is set aside by Internal Audit to undertake a review 
of the follow up process for all audit reports.  Internal Audit has access to the system and 
periodically reviews the operation of the audit follow-up mechanism.  On a sample basis 
Internal Audit will review the accuracy of the responses submitted to the Audit Follow Up Team 
to ensure that the information being submitted is accurate.  In addition, the Assistant Director of 
Finance – Governance & Modernisation may exercise the right to further sample responses 
from managers to establish the accuracy of their actions. 
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