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Draft Minutes of the Special Audit and Assurance Committee Public Meeting   
Held on Tuesday 14th June 2022 at 9.30am
Via MS Teams

	Chair:
	
	

	John Union
	JU
	Independent Member for Finance

	Present:
	
	

	Mike Jones
	MJ
	Independent Member for Trade Union

	Ceri Phillips
	CP
	UHB Vice Chair

	David Edwards
	DE
	Independent Member for ICT and Committee Vice Chair

	In Attendance: 
	
	

	Nicola Foreman
	NF
	Director of Corporate Governance

	Catherine Phillips
	CP
	Executive Director of Finance

	Ian Virgil
	IV
	Head of Internal Audit

	Wendy Wright
	WW
	Deputy Head of Internal Audit

	Mark Jones
	MJ
	Audit Wales

	Marcia Donovan
	MD
	Head of Corporate Governance

	Robert Mahoney
	RM
	Interim Deputy Director of Finance 

	Rachel Pressley 
	RP
	Workforce Governance Manager

	Helen Lawrence
	HL
	Head of Financial Accounts and Services

	Timothy Davies
	TD
	Head of Corporate Business 

	Observers:
	
	

	Natalie Painter
	NP
	Audit Wales Graduate Trainee

	Secretariat
	
	

	Sarah Mohamed 
	SM 
	Corporate Governance Officer

	Apologies:
	
	

	Rachel Gidman
	RG
	Executive Director of People & Culture

	Suzanne Rankin 
	SR
	Chief Executive Officer 

	Meriel Jenney 
	MJ
	Executive Medical Director 

	Charles Janczewski
	CJ
	UHB Chair 



	Item No
	Agenda Item
	Action

	AAC 14/6/22 001

	Welcome & Introduction 

The Committee Chair (CC) welcomed everyone to the meeting.

	

	AAC 14/6/22 002
	Apologies for Absence

The Committee resolved that:

a) Apologies were noted.

	

	AAC 14/6/22 003
	Declarations of Interest

The Committee resolved that:

a) No Declarations of Interest were noted.
	

	AAC 14/6/22 004
	Any other urgent business

The CC thanked the Finance and Corporate Governance teams for getting the papers ready in time for the meeting. 

	

	
	Items for Approval / Ratification
	

	AAC 14/6/22 005
	Report of the Losses and Special Payment Panel 

The Interim Deputy Director of Finance (IDDF) presented the Report of the Losses and Special Payment Panel paper and advised the Committee on the following: 

· The Losses and Special Payments Panel last met on 10th May 2022 to consider the 6-month period from 1st October 2021 to 31st March 2022. 
· The report informed the Audit and Assurance Committee of the items considered at this meeting and the recommendations made for formal Audit and Assurance Committee approval. 
· The minutes of the 10th May Panel were previously discussed in the Private session of the Audit Committee on held earlier on 14 June 2022. 
· The figures have been approved by the Losses and Special Payment Panel and have now been incorporated into the Annual Accounts. 

The Committee resolved that:

a) The write offs outlined in the Key Issues Section of the report were approved. 

	

	AAC 14/6/22 006
	Introduction to Annual Report and Accounts 2021-22

The Head of Financial Accounts and Services (HFAS) presented the Introduction to the Annual Report and Accounts 2021-22 and advised the Committee on the following: 

· The report set out the key changes identified between the draft and final version of the draft Annual Report.
· In accordance with the agreed deadlines, the 2021/22 Draft Annual Accounts, Draft Performance Report and Draft Accountability Report were completed and forwarded to the Welsh Government and Audit Wales. 
· With regards to its role in providing advice to the Board, the Audit and Assurance Committee, in accordance with its Terms of Reference, had responsibility to specifically comment upon the accounting policies, the Accounts, the Annual Report of the organisation and the Letter of Representation.The Audit and Assurance Committee also has a key role in reviewing the ISA 260 report from Audit Wales. 
· The Annual Report contains the Annual Accounts and the Remuneration Report which were the key financial statements.
· The Draft Performance Report, Draft Accountability Report, Draft Annual Accounts and associated documents were reviewed in detail by the Audit and Assurance Committee at its workshop held on 12th May 2022. 
· Assurance on the accuracy of the Annual Report and Accounts could be taken by:

· The programme of work and review that the Audit and Assurance Committee had undertaken throughout 2021/22 and the process it followed to verify and sign off the Annual Report and Accounts. 
· The work completed by Audit Wales and presented to the Audit and Assurance Committee in their ISA 260 Report;
· The response given to the Audit Enquiries to those Charged with Governance and Management and the Letter of Representation that would be sent to Audit Wales. 
· Assurance could also be taken from the programme of work undertaken by the Audit and Assurance Committee, the work completed by Audit Wales, the response given to the Audit Enquiries with those Charged with Governance and the Letter of Representation sent to Audit Wales. 
· Assurance could also be taken from the work carried out by Internal Audit, Counter Fraud and the opinion issued by the Head of Internal Audit. 

· This year attention was drawn to the ISA260 Report regarding the regularity opinion qualification. The financial statements included a provision (and corresponding expenditure) of £2.193 million. That related to the Health Board’s estimated liability arising from a Ministerial Direction in 2019. The Direction instructed payments to be made to Clinical staff, if claimed, to restore the value of their pension benefits packages. 
· For NHS Clinicians who opted to claim the financial offer to settle their annual allowance tax charges arising from their 2019-20 NHS pension savings, their NHS employers would meet the impact of those personal tax-charges on their pension when they retire. 
· Claims that were submitted by the deadline of 31 March 2022 were accounted for as expenditure within the 2021-22 Financial Statements. That expenditure was irregular and material by its nature.
· An unqualified Audit opinion was given on the 2021-22 Financial Statements, with the exception of the above-mentioned regularity opinion. 

Changes to the Draft Annual Report and Accounts

· Audit Wales had reviewed the Draft Performance Report and Draft Accountability Report and provided feedback on a number of minor narrative changes which were incorporated within the Annual Report. 
· The Accountability Report had also been amended to include the Head of Internal Audit Opinion where reasonable assurance had been provided. 
· There were small number of changes made to the Draft Accounts. Those however, did not impact on the reported financial performance of the Health Board and the £232,000 surplus remained against the revenue resource limit. Those amendments were mentioned on pages 2 and 3 of the Committee papers and include:

· £17.685m PFI disclosure had been added to PFI note 25.2. That referenced note 11 and the capital value included within the PFI scheme. It was a disclosure adjustment because the PFI was correctly included within the body of the draft accounts. 
· Within note 18 there was a £9.48m reclassification of capital creditors that was previously misclassified within the revenue creditors. 
· Within note 22 the capital commitment disclosure was reduced. It was purely a disclosure adjustment and capital adjustment expenditure occurred was correctly reflected within the drafts account. 
· Within note 3.3 it was identified that the depreciation charges were understated by £349,000. As depreciation was funded by Welsh Government (WG), the revenue resource limit was reviewed and increased by £349,000 in line with the increased expenditure. The revenue resource performance had been updated to reflect that. As a result of the increased expenditure allocated by WG there were no changes to the bottom line. 
· Staff note 9.6.1 showed that disclosure amendments were made adjusting the pay banding for the Chief Executive Officer and the highest paid Director. Salaries were correctly included in the accounts and note 9 was amended to be consistent with the Remuneration Report. 
· Two amendments were made to note 30. Welsh Wound Centre amounts owed to related party were increased by £2k. Cardiff Council expenditure to related party was decreased by £3.412m. They were correctly included in the accounts but not the disclosure notes. 
· In comparison to previous audits, the adjustments were small. 
· The following adjustments were made to the Remuneration Report. Firstly, the pay bands for three senior officers were amended to a different pay band. 
· A column had been added to the remuneration table to disclose the full-year-equivalent salaries of the senior officers.

The CC queried how many Health Boards would have had the same qualification. 

The HFAS replied that it would have been consistent across all the Health Boards. Clinicians who had applied for the payment would have had the comparable regularity qualification. 

Mark Jones (MJ) responded it was all Welsh Health Bodies except 3 (Health Education and Improvement Wales (HEIW), Welsh Ambulance Service Trust (WAST) and Digital Health and Care Wales). They either did not have senior Clinicians or did not put in any claims. 

The HFAS stated the changes made to the Draft Accounts and Remuneration Report were set out in Appendix 4 of the ISA 260 Report.  

Uncorrected misstatements

There was only one non-trivial uncorrected misstatement which related to land and building assets. The District Valuer (DV) had issued its indexation reports on an all-Wales basis, and supplied its 2021-22 report in August 2021. It stated that building asset values should be uprated by 5% for 2021-22.  However that was further updated in March 2022 by the DV to 7%. 

It was noted that following Welsh Government discussions and in-line with other Welsh Health Boards that increased indexation had not been amended for in the accounts.

If the Health Board had applied the 7% indexation instead of 5%, it would result in:

· an increase of £10.280 million in the value of land and buildings in respect of indexation, as at 31 March 2022;
· an increase in depreciation of £331,000 for 2021-22; 
· a reversal of past impairments of £8.184 million for 2021-22; and.
· an increase in the revaluation reserve of £2.096 million, as at 31 March 2022. 

The CC queried if there would be opportunity to catch up at the end of the current financial year. 

The HFAS responded that they would be accurately revalued during this financial year. 

The Executive Director of Finance (EDF) stated that the volatility of indexation and resource allocation was not previously discussed by the Audit Committee. It had a material impact on the accounts and the Committee should be aware of that in the account preparation. If there were material errors, then materiality was substantially used by the non-adjustment that the Committee was not aware of.

Overview of financial performance 2021-22

· The National Health Service Finance Act 2014 placed two financial duties on the Health Board:

· A duty under Section 175 (1) to ensure that its expenditure did not exceed the aggregate of the funding allocated to it over a period of 3 years. 
· A duty under Section 175 (2A) to prepare and obtain approval from the Welsh Ministers for a plan which achieved the first duty above (ie Section 175(1)), while also improving the health of the people for whom the Health Board was responsible and improving the healthcare provided to them.

It was noted that the Health Board had an approved Integrated Medium-Term Plan (IMTP) covering the years 2019-20 to 2021-22. The Health Board had therefore achieved its financial duty under Section 175 (2A). The approved IMTP was to achieve a year-end balanced out-turn position in each year of the plan. The financial performance for the year, as contained in the accounts was a year-end surplus of £0.232m for 2021/22.

The Health Board had a surplus of £0.058m in 2019/20 and a surplus of £0.090m in 2020/21. That meant that over the three-year period the aggregated surplus was £0.380m. 
Thus, the Health Board had met its financial duty against its Revenue Resource Limit, both under Section 175 
(1) and Section 175 (2A), over the three-year period 2019/20 to 2021/22.

Performance against its Capital Resource Limit

It was noted that the Health Board had effectively 
managed its considerable Capital programme during the year and the accounts had shown a small surplus of £0.041m against its Capital Resource Limit of £70.989m. 

It was noted that the Health Board had a surplus of £0.089m in 2019/20 and a surplus of £0.104m in 2020/21 against its Capital Resource Limit. That meant that over the three-year period the aggregated surplus was £0.234m. Thus, the Health Board had met its financial
duty to break-even against its Capital Resource Limit
over the three years 2019/20 to 2021/22.

The CC stated it was good to meet the in-year revenue especially during the pandemic. The CC thanked all the teams involved.  

The CC said that the Committee would return to consider the proposed recommendations set out in the report once all of the agenda items have been presented to the Committee. 


	

	AAC 14/6/22 007
	The Head of Internal Audit Opinion and Annual Report for 2021-22 

Ian Virgil (IV) presented the Head of Internal Audit Opinion and Annual Report for 2021-22 and highlighted the following:

· The majority of the final document was the same as the draft presented in the Audit Workshop in May. 
· The HIA Opinion for 21/22 was that ‘The Board could take reasonable assurance that arrangements to secure governance, risk management and internal control, within those areas under review, were suitably designed and applied effectively’.
· It was a positive Opinion overall and consistent with the draft report. 
· 29 audits were completed within 2021-22. That included 7 Substantial Assurance, 12 Reasonable Assurance, 7 Limited Assurance and 3 advisory or non-opinion.
· The only difference from the draft document was that they had anticipated 32 audits but 3 were still “work in progress” and had not been included in the Opinion. However, those would be included in this year’s audits. 

The Independent Member for ICT (IMI) queried the data analytics and system development audit.  It is was an area that the Health Board could improve. It would be interesting to look at the report.  

IV responded that he would forward the documents to the IMI. 

The CC stated that the 3 of the limited assurance reports were in the IT area and the Director of Digital Health Intelligence had given assurance to the Committee. 

The CC thanked Internal Audit for all their work. 

The Committee resolved that:

a) the Head of Internal Audit Opinion and Annual Report for 2021/22 was recommended to the Board to agree and endorse.

	



































IV 

	AAC 14/6/22 008
	Audit Wales ISA 260 Report

Mark Jones (MJ) presented the Audit Wales ISA 260 Report and highlighted the following: 

· The Audit Wales Report discharged responsibility before the accounts were considered for approval and signed. 
· [bookmark: _GoBack]Unqualified audit opinion was given except for regularity opinion and that related to scheme pay and tax issues.  
· There was accrued expenditure in the accounts. 
· Corrections that were done were low in number in comparison to previous years. 

A follow up report would go to the September Audit meeting. 

MJ thanked the Finance team and all those involved for their help in completing this. 

The Committee resolved that:

a) The Audit Wales ISA 260 Report was noted. 

	















AW

	AAC 14/6/22 009
	To receive and consider the following for 2020-21:

a) The Letter of Representation included within the ISA 260 report (see item 7.4)

The EDF stated that it was a standard document. It was the Health Board’s letter back to the Auditor General. 

An indexation was inserted into the letter. It detailed that the Health Board had chosen not to amend the misstatements. It reflected that it was the Health Board’s choice not to amend the accounts. 

b) The response to the Audit Enquiries to those charged with Governance and Management

It was noted that this was a standard process by Audit Wales. It was presented to the Committee for completeness. 

The CC stated that he received and signed it prior to the Audit Workshop.

c) The CVUHB Annual Report 2021-2022 including the Annual Accountability Report, Performance report and the Financial Statements

The Director of Corporate Governance (DCG) stated that the draft Performance Report had been approved by Audit Wales and WG with only minor changes. The changes to the Remuneration Report were also mentioned by the HFAS. 

MJ stated that the audit was open until the accounts were certified by WG. On Friday morning the EDF would have to state that she would still sign the accounts. 

The DCG stated that there would be an abridged version for the AGM that would pick up on the more interesting points. 

The Committee returned to the recommendations set out in the report for agenda item 7.2 above.

The Committee resolved that:

a) The reported financial performance contained within the Annual Report and Accounts and that the Health Board had met its statutory financial duties in respect of revenue and capital expenditure, were noted.
b) The changes made to the Draft Annual Report and Accounts were noted. 
c) The ISA 260 Report, the Head of Internal Audit Annual Report, the Letter of Representation, the response to the Audit Enquiries to those charged with Governance and Management, and the Annual Report and Accounts, were reviewed.
d) The ISA 260 Report, the Head of Internal Audit Annual Report, the Letter of Representation and the response to the Audit Enquiries to those charged with Governance and management were recommended to the Board to agree and endorse. 
e) The Annual Report and Accounts for 2021/22 were recommended to the Board for approval.


	










































	AAC 14/6/22 010
	Any Other Business

No other business was discussed. 

	



	AAC 14/6/22 011
	Items to be deferred to Board / Committee

No other items were deferred to Boards or Committees. 

	

	
	Date & time of next Meeting

Tuesday 5th July 2022 at 9am via MS Teams
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