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ANNUAL REPORT OF BOARD COMMITTEE EFFECTIVENESS:
AUDIT COMMITTEE 2022/23

Purpose of Report

This report details the 15th formal annual report of the Audit Committee (the
Committee) to the Board of the South Eastern HSC Trust (the Trust) for the
financial year ended 31 March 2023. Its purpose is to report on the work of the
Committee for the financial year under review in discharge of its oversight
responsibilities to the Board and an assessment of the effectiveness of the system
of internal control within the Trust for the same period.

Chairman’s Foreword

This is my 71 year as Audit Committee Chair. | would like to thank all members for
their attendance and contribution at meetings during the year. In particular, to the
staff in Internal Audit - Mrs Catherine McKeown and Mrs Jennifer McCaw, the
External Auditors, Northern Ireland Audit Office — Mr Stephen Knox as well as Mr
Brian Clerkin of ASM. | would also like to thank my Non-Executive colleagues Mrs
Joan O’Hagan and Dr Maura Briscoe.

| would also wish to record my sincere thanks to Ms Wendy Thompson as Director
of Finance & Estates in leading the wider Finance Team who have contributed to
the work of the Committee throughout the year.

Finally, thanks to Mrs Martine McNally and Mr Stephen Martin for their efficient
preparation and distribution of Audit Committee papers despite the many
challenging deadlines associated with the work of the Committee.

Audit Committee

Membership of the Committee

Membership of the Committee during 2022/23 comprised:

Members

e Mr Noel Brady, Non-Executive Director
e Dr Maura Briscoe, Non-Executive Director
e Mrs Joan O’Hagan, Non-Executive Director

Meetings of the Committee

The Committee is required by its terms of reference to meet not less than four times
per year. During the 2022/23 year the Committee met on 6 occasions:
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Formal minutes are recorded of each meeting and these are subsequently reported
at the following Trust Board meeting with a copy circulated with the Board papers.

One closed meeting of the Audit Committee, with the internal and external auditors
was chaired by Mr Brady during 2022/23. This was after the Audit Committee
meeting of 2 February 2023.

Attendance at meetings

The Committee has adopted the practice of inviting the Director of Finance &
Estates along with representatives of the appointed external auditors, the NIAO and
Internal Audit staff from the Business Services Organisation to all meetings and on
occasions other Trust staff. In addition, the Chief Executive is invited to attend the
meeting at which the Annual Accounts are considered for approval in June.

Training for Audit Committee Members

During the year, when relevant training courses are notified a representative/s from
the Audit Committee will attend and report back to the Committee and share the
documentation and presentation slides for information. No such relevant training
courses were identified during 2022/23.

Internal Audit Services
Provider

The Trust’'s Internal Audit Service was provided by the Business Services
Organisation (BSO) for 2022/23. The Trust pays BSO Internal Audit an annual fee
to cover the internal audit service and its assessment of the Trust’s compliance with
Organisational Controls Standards. In 2022/23 the Trust commissioned 538 days
from BSO (was 448 in 2020/21). Due to recruitment difficulties faced by Internal
Audit 2 assignments were agreed to be deferred until 2023/24. These were
the audit of the patient’s journey through the Emergency Department and Incident
Management. The assignment on Management of Contracts with Independent
Nursing Homes was also deferred until 2023/24 due to planned changes to the
regional contract.

The Internal Audit team for the South Eastern Trust was headed by Mrs Catherine
McKeown, Head of Internal Audit at BSO with Mrs Jennifer McCaw, Assistant Head
of Internal Audit.

Operational Plan

Internal Audit’s primary objective is to provide an independent and objective opinion
to the Accounting Officer, Trust Board and Audit Committee on the adequacy and
effectiveness of the systems of internal control. The work of the Internal Auditor is
informed by an analysis of risk to which the Trust is exposed, and is therefore
integrated with the Trust’s own risk assessment process and assurance framework.

This year past saw the Committee approving a programme of work and considering
the reports from the Internal Auditor on the following systems:



Audit Assignment Level of Assurance**
Non Pay Expenditure SATISFACTORY
Management of Client Monies in Independent Sector Nursing SATISFACTORY
Homes
Risk Management SATISFACTORY
Claims Management SATISFACTORY
Payments to Staff LIMITED
Contract Performance Review (Children’s Respite Unit) LIMITED
Mental Capacity Act Implementation LIMITED
Information Governance — Records Management LIMITED
Children’s Services - Unallocated Cases LIMITED
Recruitment within the Trust LIMITED

PART LIMITED
IT audit PART UNACCEPTABLE
Governance & Management and Use of Agency Staff UNNACCEPTABLE

The definition of assurance levels is described in the BSO Internal Audit reports.
Internal Audit provided less than satisfactory assurance for the following reasons:

Payments to Staff

Limited assurance was provided on the basis that significant issues were noted in
relation to the Staff in Post (SIP) checking process both Trust wide and within the
Primary Care and Older Peoples Directorate, increasing the risk that overpayments
will go undetected.

Contract Performance Review - Children’s Respite Unit

Limited assurance was provided on the basis that there is evidence that the provider
under-delivered hours during 2021/22 and overpayments were made by the Trust to
the provider. Trust contract documentation, management and monitoring was not
robust. Service users care and support plans were not consistently signed off as
required. Other issues noted highlighted the need for controls over service user’s
income and the need for management of service user’s finances to be strengthened.

Mental Capacity Act Implementation

Limited assurance was provided on the basis that there are significant delays between
admissions and completion of medical assessments. Delays in completing medical
assessments impacts on the timely completion of the application, meaning that the
Trust is not compliant with MCA legislation, specifically the timely processing of new
cases.

Internal audit also noted a backlog of Deprivation of Liberty (DoL) applications that
were still not approved. Testing identified that the recording of staff training in relation
to DoL needs strengthened to evidence that staff have been appropriately trained. It is
acknowledged that the Trust has now evaluated all legacy cases, DoLs are in place
and the DoH had been informed through the quarterly assurance process.



Information Governance — Records Management

Limited assurance was provided on the basis that the Information Governance
Steering Group, a key committee in terms of oversight and development of information
governance matters in the Trust, has not met in over a year. Furthermore, a current
Information Governance Strategy is not in place. Significant issues were also noted
in relation to the management and review of information asset registers, Information
Asset Owner (IAO) training and provision of annual assurance from IAOs. The uptake
of mandatory Information Governance training across the Trust is low at 62%.

IT audit

Internal Audit provided Part Limited and Part Unacceptable assurance on the basis
that their review identified a number of areas for improvement within the Trust's IT
environment to bring it within standards which are consistent with the Trust’s risk
appetite for Cyber Security.

Governance & Management and Use of Agency Staff

Unacceptable assurance was provided on the basis that the Trusts controls over the
governance and use of non-medical agency staff, both contracted and non-contracted,
are not adequate or operating effectively despite the considerable expenditure
incurred. Generally, there is no evidence of prior approval or confirmation that pre-
employment checks such as Access NI and qualification checks have been
completed. Internal Audit identified consistent overcharging by one contract agency
which had not been detected by Trust agency invoice approval processes.

Audit testing identified significant issues in respect of: the approval and checking of
agency invoices; and evidencing that the use of agency staff was appropriate
including contacting contracted agencies first, in ranked order, in line with the
framework agreement and prior to going off-contract. Management information needs
to be enhanced to facilitate the monitoring and reduction of agency expenditure.

Children’s Services - Unallocated Cases

Limited assurance has been provided on the basis that the reporting of unallocated
cases both to the Trust Board and the SPPG is understated. Management currently
only considers unattended cases to be reportable when they have been unallocated
for more than 42 days and not 20 days which is used for new referrals that are
unallocated. At the end of January 2023, there were 122 unattended cases over 20
days but under 42 days, that would not have been reported internally to the Trust
Board and SPPG. The reporting parameters used for ‘unattended’ cases are not
clearly stated in the reports to Trust Board and SPPG. All unallocated cases should
be reviewed weekly, there is no assurance that these reviews are consistently
completed.

Recruitment of Staff

Limited assurance provided on the basis of significant issues found regarding
recruitment chair/ panel training gaps; several instances where the recruitment panel
was not balanced by gender. Performance management arrangements were also not
deemed to be sulfficiently robust to help drive improvements in relation to recruitment
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processes internally to the Trust. Testing established a lack of monitoring on the
timeliness of actions required by Trust staff leading on recruitment. Whilst RSSC
provides monitoring information on actions by Trust staff once a requisition is released
to them, there is no evidence that the information is acted on to drive improvements.
At present the responsibility to request an Access NI check rests with hiring
managers. There is a risk that this could be overlooked as part of the recruitment
process.

Shared Services Audits

A number of audits (summarised below) were conducted in 2022/23 in BSO Shared
Services, as part of the BSO Internal Audit Plan. The recommendations in these audit
reports are the responsibility of BSO Management to take forward and the reports
have been presented to BSO Governance & Audit Committee.

Shared Services Audit Level of Assurance
Payroll Part Satisfactory & Part Limited
Recruitment Limited

Business Services Team | Satisfactory

Accounts Payable Satisfactory

Follow up reviews

A review of the implementation of previous priority one and priority two Internal Audit
recommendations was carried out at mid-year and again at year-end. At year end,
98% of recommendations had either been fully or partially implemented (fully
implemented 81% & patrtially implemented 17%). Only 2% of recommendations had
not been implemented at the time of review.

Annual Internal Audit Assurance Report

In accordance with HSS (F) 51/2007, issued by the DoH, the Head of Internal Audit
is required to provide an annual opinion on risk management, control and
governance arrangements. This opinion is based upon and limited to, the internal
audit work performed during the year. The purpose of the annual opinion is to
contribute to the assurances available to the Accounting Officer and the Board
which underpin the Trust’'s own assessment of the effectiveness of the system of
internal control, which, in turn, will assist in the completion of the Governance
Statement. The opinion expressed does not imply that Internal Audit has reviewed
all risks and assurances relating to the organisation.

In her annual report, the Head of Internal Audit provided the following opinion on the
Trust’s system of internal control:

Overall for the year ended 31 March 2023, | can provide Limited assurance on the
adequacy and effectiveness of the organisation’s framework of governance, risk
management and control.

The Audit Committee are disappointed and concerned with this assurance rating

and requested an escalation report be issued to Trust Board for awareness along

with an action plan for each of the assignments which received an unacceptable
5
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assurance rating in 2022/23. These were the Governance, Management & Use of
Agency Workers and the ICT audits.

Performance of Internal Audit

The Committee is pleased to report that the service provided by the Internal Auditor
was to a very high standard and was delivered in a professional and effective way
with reports setting out in a clear manner any remedial action needed. The
Committee’s overall assessment is that Internal Audit provided a valued service
during the year 2022/23.

External Audit Service
Introduction

The Northern Ireland Audit Office (NIAO) contracted out the conduct of the Trust’s
external audit in respect of the Trust's Public Funds Accounts and the Charitable
Fund Accounts to ASM for the financial year 2022/23.

NIAO were represented at the Audit Committee during the year by Mr Stephen
Knox and ASM was represented by Mr Brian Clerkin.

External Audit Reports

In the year under review, the Committee received the draft Report to those Charged
with Governance (RttCwG) covering the Annual Public Fund Accounts and
Charitable Trust Fund Accounts relating to the financial year 2021/22.

The Committee received a comprehensive review of this report from the NIAO and
are pleased to report that an unqualified opinion was issued by the NIAO,
concerning both the truth and fairness of the financial statements and also the
regularity of financial transactions.

Engagement with External Auditor

Following the presentation of the 2021/22 Annual Report and Accounts in June
2022 members of the Committee had an opportunity to meet with external auditors,
without the presence of Trust officials.

2021/22 Annual Report and Accounts (including Governance Statement)

During the last 12 months the Audit Committee reviewed the Trust's Annual Report
and Accounts for 2021/22 (including the draft Governance Statement) at its
meetings in May and June 2022 before they were put forward for ratification by the
Trust Board in June 2022. The Committee were satisfied that the process to
prepare the accounts was robust, and that the Annual Report and Accounts had
been extensively reviewed by management and the Committee before asking the
Board to ratify them.

The Audit Committee also reviewed the Governance Statement at its meeting in
June 2022. The Committee is satisfied that the content of the Governance
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Statement accurately reflected the governance, control and risk management
processes currently in operation within the Trust.

Fraud and Anti-Bribery

Mrs Kerryanne Foster from Financial Services is the Fraud Officer for the Trust. The
Trust has formal Fraud and Anti-Bribery policies in place.

During the year a number of incidences of theft and fraud were reported to the
Committee. All reports of fraud have been investigated in line with the Trust’s
Fraud Response Policy and the Trust continues to be committed to a zero-tolerance
policy in respect of fraud. These cases have been reported, in line with the Trusts
procedures and, where appropriate, disclosed within the 2021/22 Losses Statement
in the Annual Report and Accounts. The Committee concluded that the general
framework established by the Trust for the prevention and detection of fraud and
Anti-Bribery is generally satisfactory, although the findings of Internal Audit and
CFS on approval of incorrect recruitment agency invoices shows that controls in this
area require urgent remedial attention.

Other Matters

In addition to the above, the Audit Committee also carried out the following key
pieces of work during the period 1 April 2022 to 31 March 2023:

Review of Audit Committee’s Terms of Reference, Programme of Work and
Committee Effectiveness

The Committee formally reviewed the effectiveness of its work for the 2022/23 year
and documented this in a report entitled Review of Effectiveness of the Committee

on 13 April 2023.

Bi-lateral Meetings between the Chairman of the Audit Committee with
NIAO, Internal Audit and the Chairman of the Trust Board

An informal bi-lateral meeting was held by the Chairman of the Audit Committee
with External and Internal Audit. No bi-lateral meetings took place in 2022/23
between the Chairman and the Chair of the Audit Committee.

Losses and Special Payments

As part of its review of the 2021/22 Annual Accounts, the Committee received a
report detailing losses and special payments made during that financial year.

Internal Audit Assignments

At each Audit Committee, a report from Internal Audit on the status/progress of all
agreed audit assignments is discussed.
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Summary
Remit

The Committee recognises that the Chief Executive as Accountable Officer
supported by the Trust Board is ultimately responsible for the system of internal
control, the management of risk and the governance framework. Management is
responsible for implementing policies on risk management and control. The Board
has delegated to the Audit Committee responsibility for an assessment of the
effectiveness of the system of internal control.

The Committee is of the opinion that for the year ended 31 March 2023 it has
discharged its oversight responsibilities in accordance with the Terms of Reference
set for the Committee by the Trust Board. The Committee is also satisfied that it has
considered its business in accordance with best practice.

Assurance

The Committee in the preparation of this Annual Report sought regular assurances
to enable it to report to the Board that they had oversight on the system of internal
control. Whilst the Committee is content with the process and how assurance is
sought, they are concerned with the overall limited assurance rating from Head of
Internal Audit in 2022/23. As such the Committee requested an escalation report to
be issued to Trust Board in May 23.

The principle sources of assurance used by the Committee in the formation of its
opinion are:

e Independent Assurance

- Reports in respect of individual Internal Audit assignments;

- The Annual Assurance Report of the Internal Auditor showing a high level of
implemented internal audit recommendations by 31 March 2023.

- External Audit opinion on annual accounts and the Report to those Charged
with Governance for the year 2021/22.

e Management Assurance

- Where relevant, reports to the Audit Committee from the Director of Finance
and Estates covering follow ups to internal audit reports & incidences of
fraud.

The opinion of the Committee is that the information and/or assurances received
from the Internal and External Auditor and the Management Team are
comprehensive and reliable and sufficient to support the Board and the Accounting
Officer in their decision taking and their accountability obligations.

In addition, it should be noted that the Audit Committee will, in future, call Directors
to address the Committee on items of less than satisfactory assurance or recurring
themes in audit reports.



10.0 Overall Conclusion and Recommendations

10.1 The Committee is satisfied in respect of the reliability and integrity of the
assurances and of their comprehensiveness in meeting the needs of the Board and
the Accounting Officer. Furthermore, the Committee is of the opinion that the
assurances available are sufficient to support the Board and the Accounting Officer
in the decisions taken by them and in their accountability obligations and that
generally a sound system of Internal Control is in place.

As highlighted by Internal Audit and Counter Fraud Services this year, controls
surrounding the management, governance & use of Agency Workers along with ICT
cyber security requires immediate remedial attention to move forward from the
unacceptable assurance ratings received in 2022/23.

Furthermore, the Committee recognises, in 2021/22 & 2022/23, there has been a
significant number of audits receiving limited assurance, some which have been
limited for a number of years e.g. Payments to staff. This has led to the Head of
Internal Audit issuing an overall limited assurance rating to SEHSCT in 2022/23 for
the first time. The Committee will continue with its monitoring and oversight
function of the systems of internal control into 2023/23, having escalated, to the
Trust Board, the Trust’s poor performance this year.

The Committee will consider the outcome of the escalation report and will pay close
attention to the expected prompt implementation of all outstanding audit
recommendations.

10.2 The Committee, at its meeting in June 2023 approved the content of this, the 15th
Annual Report for submission to the Trust Board at its meeting on 28 June 2023.

Mr Noel Brady
Chairman of the Audit Committee, South Eastern HSC Trust

20 June 2023



