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	Terms of Reference


	Title:

	Audit Committee

	Date approved, and approving body:
	October 2011
Trust Board



	Date reviewed:

Next review date:
	October 2011 
October 2012


	1.0  
Purpose:


	To act independently from the Executive, to provide assurance to the Board, based on a challenge of evidence and assurance obtained, that the interests of the Trust are properly protected in relation to financial reporting and internal control.
To keep under review the effectiveness of the system of internal control; that is the systems established to identify, assess, manage and monitor risks both financial and otherwise, and to ensure the Trust complies with all aspects of the law, relevant regulation and good practice.
To report to the Board on any matters in respect of which the Committee considers that action or improvement is needed, and to make recommendations as to the steps to be taken.


	2.0  
Membership:
2.1  
Attendees:
	Members of the Committee will comprise of all Trust Non-Executive Directors – appointed by the Board
Director of Finance
Director of Clinical Care & Patient Safety
Engagement Lead, Audit Commission
Engagement Manager, Audit Commission
Head of Internal Audit, Sunderland Internal Audit Services
Local Counter Fraud Specialist

Head of Financial Services

Trust Secretary 
Other individuals such as the Trust Chairman and Chief Executive may be invited to attend all or part of any meeting as and when appropriate

	3.0  
Deputies:
	At the discretion of the Committee Chairman


	4.0  
Chairman:

	John Pescott, Non-Executive Director – Appointed by the Board


	5.0  
Vice Chairman:
	Peter Wood, Non-Executive Director


	6.0  
Quorum:
	Three members (Non-Executive Directors)


	7.0  
Secretary:
	Trust Secretary


	8.0  
Frequency of Meetings:
	Not less than four times per year at appropriate times in the financial reporting and audit cycle


	9.0  
Rules as to meetings & proceedings: 

	To be called by the Secretary at the request of the Chairman, or external or internal auditors if they consider it necessary.
Standing Orders and Standing Financial Instructions of the Trust as appropriate apply to formally constituted Committees.  As such, members of this Committee may requisition a meeting in writing, in line with Standing Orders (Section 3).
Unless otherwise agreed, notice of each meeting confirming the venue, time and date together with an agenda of items to be discussed and supporting papers, shall be forwarded to each member of the Committee, any other person required to attend, no later than 5 working days before the date of the meeting.
The Secretary shall ensure that minutes of the proceedings and resolutions, including recording the names of those present and in attendance, are taken and transcribed. 

Minutes shall be circulated promptly to all members and, once agreed, to all members of the Board.
The Chairman of the Committee shall attend the Annual General Meeting and be prepared to respond, through the Chairman of the Board, to any questions on the activity of the Committee and matters within the scope of its responsibilities.
The Committee shall be provided with sufficient resources to undertake its duties and have access to the Secretary on all audit matters including: assisting the Chairman in planning the work-programme, preparing meeting agenda, maintenance of minutes, drafting of material about its activities for the annual report and collection and distribution of information.


	9.1  
Notice of meetings:

9.2  
Minutes:

9.3  
Annual General Meeting:
9.4.
Resources:
	

	10.0 Attendance at meetings:

	Attendance at meetings is required

	11.0
Authority/Tolerances:
	The Committee is authorised to:

· Oversee any investigation of activities within its Terms of Reference and act for internal purposes as a court of the last resort 
· Seek reports and positive assurances from Directors and Managers on individual functions or overall arrangements for governance, risk management and internal controls.  Requests can be made for specific reports from individual functions within the organisation, as they may be appropriate to the overall arrangements
· Call any employee to be questioned at a meeting

· Obtain, at the Trust’s expense,  outside legal or other independent professional advice 

· Secure the attendance/participation of outsiders with relevant experience and expertise 

· Establish time-limited task-groups for specific pieces of work

· Commission visits, inspections, research, surveys or other activities, as necessary for it to obtain knowledge and information required

· Develop necessary policy and strategy documents relative to its remit

· Meet privately with Internal and External Auditors without any Executive Directors being in attendance


	12.0 Duties


	

	12.1.
	Governance, Risk Management & Internal Controls

The Committee shall review the establishment and maintenance of an effective system of integrated governance, risk management and internal control across the whole of the Trust’s activities (both clinical and non-clinical) that supports the achievement of Trust objectives.   In particular:


	Duties – reviewing:

	12.1.1.
the adequacy of all risk and control-related disclosure statements (in particular the Statement on Internal Control and declarations of compliance with the Care Quality Commission Essential Standards of Quality & Safety, together with any accompanying Head of Internal Audit statement, external audit opinion or other appropriate independent assurances, prior to endorsement by the Board and/or inclusion in the Annual Report and Quality Account.  
12.1.2.
the policies and processes for identifying and assessing business risks and the management of those risks by the Trust

12.1.3.
the adequacy of the underlying assurance processes that indicate the degree of achievement of corporate objectives, the effectiveness of the management of principal risks and the appropriateness of the above disclosure statements

12.1.4.
reports from management and the internal auditor on the effectiveness of systems for internal control, financial reporting and risk management

12.1.5.
the adequacy of policies for ensuring compliance with relevant regulatory, legal and code of conduct requirements

12.1.6.
the arrangements for its employees to raise concerns, in confidence, about possible wrong-doing in financial reporting or other matters (whistle-blowing).  The Committee shall ensure that these arrangements allow proportionate and independent investigation of such matters and appropriate follow-up action
12.1.7. 
the policies and procedures – and any proposed changes - for all work related to fraud and corruption, Trust Protocols i.e., Standing Orders, Standing Financial Instructions
12.1.8. 
the schedule of losses and compensation
12.1.9. 
the Annual Review Reports prepared by each of the four key Board-Committees on their effectiveness, work and findings to assist the Audit Committee discharge its responsibilities for providing assurance to the Trust Board on all aspects of governance, risk management and internal control



	Duties – decision making:
	12.1.10. certifying to the Board that all required disclosures, declarations and information are contained within the Annual Report and Quality Account and that it fairly represents the Trust’s business over the year
12.1.11. satisfying itself on the rigour of the processes and the quality of the data which lie behind the disclosure statements - providing its own assurance about the reliability when they are subsequently submitted to the Board

12.1.12.
satisfying itself that adequate arrangements are in place to counter fraud and consider and agree the Counter Fraud Plan and the results of counter fraud work as far as they have a bearing on the wider role of the Committee
12.1.13.
examining and endorsing the circumstances in which any Standing Orders have been waived
12.1.14.
reviewing and agreeing, annually, recommendations from the Chairman of each key Board-level Committee concerning the annual programme of Internal Audit work for the year ahead


	12.2.
	Financial Reporting
The Committee shall monitor the integrity of the financial statements of the Trust, including its annual report and accounts, management statements and any other formal announcement relating to its financial performance prior to submission to the Board, focusing particularly on:


	Duties – reviewing:


	12.2.1.
significant financial reporting issues and judgements which the annual report and accounts and management statements contain including unadjusted mis-statements

12.2.2.
and challenging where necessary the consistency of, and any changes to, accounting policies and practices

12.2.3. 
the methods used to account for significant or unusual transactions, and challenging where necessary
12.2.4. 
whether the Trust has followed appropriate accounting standards and made appropriate estimates and judgements, taking into account the view of the external auditor

12.2.5. 
the clarity of disclosure in the Trust’s financial reports and the context in which statements are made; and

12.2.6. 
all material information presented with the financial statements, such as the operating and financial review and corporate governance statement (insofar as it relates to the audit and risk management)


	12.3. 
	Internal Audit
The Committee shall ensure that there is an effective internal audit function established by management that meets mandatory Government Internal Audit Standards and provides independent assurance to the Audit Committee, Chief Executive and the Board.  This will be achieved by:



	Duties – reviewing:
	12.3.1. 
and monitoring, the effectiveness of the Trust’s internal audit function in the context of the overall risk management system, and its arrangements for (and the results of) quality assurance processes
12.3.2.
annually, the internal audit Terms of Reference and reporting the outcomes of that review to the Board

12.3.3.
and satisfying itself on the skill, experience and competency requirements of the Head of Internal Audit and, through details provided in the Tactical Internal Audit Plan, scrutinising the internal audit function resource assessment prepared by the Trust 
12.3.4.
the effectiveness of the Internal Audit Strategy and Plan, and the detailed programme of work, in assessing the organisation’s risks and ensuring consistency with the audit needs of the organisation as identified in the Assurance Framework
12.3.5.
promptly all Audit reports on the results of the auditors’ work on a periodic basis
12.3.6.
and monitoring the management’s responsiveness to the findings and recommendations of the internal auditor

12.3.7. 
the arrangements made for co-operation between internal audit, external audit and other review bodies

12.3.8.
and discussing with the Head of Internal Audit, at least once a year, without management being present, their remit and any issues arising from the audits carried out.  In addition, the Head of Internal Audit shall be given the right of direct access to the Chairman of the Board and to the Committee



	Duties – decision making:
	12.3.9.
agreeing the appointment of the internal audit service to the Trust, the audit fee and any questions of resignation and dismissal
12.3.10.
considering and approving the remit of the internal audit function and ensuring it has adequate resources, appropriate access to information to enable it to perform effectively and it has adequate standing; free from management or other restrictions

12.3.11.
approving the Internal Audit Strategy and Plan and agreeing any material changes
12.3.12.
formally receiving the Head of Internal Audit Annual and Interim Audit Report(s) and monitoring the close-out of any actions by management arising from the findings and opinion
12.3.13.
reporting to the Board, through the Audit Committee’s Annual Report, on the work undertaken by the Committee to ensure that the Trust receives an adequate internal audit service



	12.4.
	External Audit
The Committee shall review the work and findings of the external auditor and consider the implications and management responses to their work.  This will be achieved by:



	Duties – reviewing:

	12.4.1.
promptly, all Audit reports, discussing any major issues that arose during the audit, considering the findings and implications, and monitoring management’s responsiveness to them 
12.4.2. 
annually, the effectiveness of the audit process which shall include a report from the external auditors on their own internal quality procedures

12.4.3. 
and discussing with external auditor their local evaluation of audit risks and assessment of the Trust and associated impact on the Annual Audit Fee

12.4.4. 
and discussing with the external auditor, at least once a year, without management being present, their remit and any issues arising from the audits carried out

12.4.5. 
any representation letter(s) requested by the external auditor before being signed by management



	Duties – decision making:
	12.4.6.
discussing and agreeing with the external auditors, before the audit commences, the nature and scope of the audit as set out in the Audit Plan and any work outside of the Annual Plan
12.4.7.
discussing and agreeing the Annual Audit Letter before submission to the Board and management’s response to the findings and recommendations
12.4.8.
seeking to ensure co-ordination with the activities of the internal audit function

12.4.9.
approving those action plans produced in response to recommendations proposed by external auditors both in terms Audit Reports, and management’s response to them
12.4.10.
satisfying itself, at least annually,  that there are no relationships (such as family, employment, financial or business) between the auditor and the Trust that might affect the independence and objectivity of the audit process

12.4.11.
developing and implementing policy for the engagement of the external auditor to supply non-audit services, taking into account relevant ethical guidance regarding the provision of non-audit services by external auditors

12.4.12. agreeing the criteria for appointing, reappointing and removing external auditors with the Council of Governors

12.4.13. to make a recommendation to the Council of Governors in respect of the appointment, re-appointment and removal of an external auditor.  To the extent that the recommendation is not adopted by the Council of Governors, this stall be included in the annual report, along with the reasons that the recommendation was not adopted.



	Duties – monitoring:
	12.4.14.
progress against the Audit Plan and receive details on any changes to the Programme and Fee
 

	12.5.


	Other Assurance Functions
The majority of assurances to the Committee should come from management; through robust systems of risk management and through the application of the Assurance Framework.  Some assurances can be gained from external sources.  In particular, assurance can be gained through:


	Duties – reviewing

	12.5.1.
the findings of other significant assurance functions, both internal and external to the organisation e.g., Care Quality Commission, NHS Litigation Authority, Health Professions Council etc., and considering the implications to the governance of the organisation
12.5.2.
the work of Board Committees whose work can provide relevant assurance to the Audit Committee’s own scope of work, in particular, the Quality Committee and Governance & Risk Committee
12.5.3. 
and satisfying itself on the assurance that can be gained from the clinical audit function


	13.0 Standing Items

· Every meeting:

· Quarterly:

· Annually: 


	· Apologies for absence

· Minutes of the last meeting

· Matters arising

· External Audit – Progress Report

· Internal Audit – Position Statement & Follow-up of IA Recommendations

· Countering Fraud – Local Counter Fraud Specialist Update

· Financial Risks 

· External Assurances

· Board Committees Business and Meetings

· Any other business

· Risks Emerging from Business Transacted 

· Date, time and venue of next meeting

· “Review of Matters Discussed”
· Contribution to the Cost Improvement Programme? 

· From the decisions made – identify implications for other functions
· Assurances gained from business conducted

· Losses, Special Payments & Claims Report 

· Monitor (quarterly) 

· Trust Business Objectives and the contribution of the Committee


through the setting of its ‘Audit Committee Cycle of Business’
· The Annual Review Reports prepared by each of the key Board Committees on their effectiveness, work and findings



	13.0
Sub-groups:
	Oversight of all Board Committees with regard to assurance and risk


	14.0
Accountability:
	Trust Board


	15.0
Reporting responsibilities:
	15.1.
The Committee Chairman shall report formally to the Board on its proceedings after each meeting on all matters within its duties and responsibilities
15.2.
The Committee shall make whatever recommendations to the Board as it deems appropriate on any area within its remit where action or improvement is needed
15.3.
The Committee shall compile a report annually on its activities, the main areas that it has reviewed, how it has discharged its responsibilities and met its Terms of Reference
15.4. 
The Committee shall agree its annual cycle of business and report this to the Board

15.5. 
The Committee Chairman will meet with the Chairman of the Governance & Risk Committee to ensure the two Committees maintain no significant overlaps or gaps between their remit and overview. 


	16.0   Risks:


	The Committee shall identify all emerging risks from the business transacted at each of its meetings and report these as appropriate to the Board and/or the Governance & Risk Committee.


	17.0
Self-Assessment:
	At least once a year, review its own performance and Terms of Reference to ensure it is operating at maximum effectiveness and recommend any changes it considers necessary to the Board for approval
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