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	Executive Summary:

The Audit Committee provides an overarching governance role The duties of the Committee are categorised as follows:

· Governance, risk management and internal control

· Internal audit
· Counter fraud and security management:
· External audit
· Financial reporting and annual accounts review
· Standing orders, standing financial instructions and standards of business conduct
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Audit Committee

Terms of reference

1. Introduction

1.1. These terms of reference build on original work based around the Cadbury Committee and Combined Code and subsequent guidance and best practice in the private and public sector.  They use the model from the NHS Audit Committee Handbook 2011 alongside sector best practice 
1.2. The terms of reference reflect the particular nature of Audit Committees in the NHS and the growing role of the Committee in developing integrated governance arrangements and providing assurance that NHS bodies are well managed across the whole range of their activities.

2. Constitution

2.1. The Board has resolved to establish a Committee of the Board to be known                                        as the Audit Committee (the Committee).  The Committee is a non-executive  committee of the Board and has no executive powers, other than those specifically delegated in these terms of reference.

3. Purpose
3.1.  The Committee provides an overarching governance role and ensures that the work of other committees provides effective and relevant assurance to the Board and the Audit Committee’s own scope of work.
3.2.  The duties of the Committee can be categorised as follows:

· Governance, risk management and internal control

· Internal audit
· Counter fraud and security management:
· External audit
· Financial reporting and annual accounts review
· Standing orders, standing financial instructions and standards of business conduct
3.3.  The Committee will provide assurance to the Trust Board on all areas within its remit based on the evidence received, using standard classification, i.e
· Substantial assurance based on a conclusion that there is a robust system of internal control and governance in place which will deliver the Trust’s corporate objectives (clinical, quality or business) and that controls and management actions are consistently applied

· Reasonable assurance based on a conclusion that there is a generally sound system of internal control and governance to deliver the clinical, quality or business objectives and that controls and management actions are generally being applied.  Some weakness in the design and/or application of controls and management actions put the achievement of particular objectives at risk. Improvements are required to enhance the controls to mitigate these risks.

· Limited assurance based on a conclusion that the design and/or application of controls and management actions are insufficient and the weaknesses put the achievement of clinical, quality or business objectives at risk. Significant improvements are required to improve the adequacy and effectiveness of the controls to mitigate these risks.

· No assurance based on a conclusion that there is a fundamental breakdown in or absence of controls and management actions which could result (or have resulted) in failure to achieve the clinical, quality or business objectives. Immediate action is required to improve the controls to mitigate these risks.

4. Membership

4.1.   The Committee shall be appointed by the Board from amongst the non-executive directors of Leeds Community Healthcare NHS Trust and shall consist of not less than three members, one of which should have significant, recent and relevant financial experience.  One of the members will be appointed Chair of the Committee by the Board.
4.2. The Chair of the Trust shall not be a member of the Committee. The Senior Independent Director may not be the Chair of the Committee but may be the Deputy Chair or a member of the Committee. 
4.3. The Committee should select one of its remaining two members to be Deputy Chair.
5. Attendees
5.1. The Executive Director of Finance and Resources, Company Secretary, a representative from internal audit and a representative from external audit will normally attend meetings. 
5.2. The Chief Executive will be invited to attend and should discuss at least annually with the Audit Committee the process for assurance that supports the annual governance statement.  The Chief Executive should also attend when the Committee is discussing the annual report and accounts.
5.3.  The Chief Executive, other executive directors and senior managers will be invited to attend for discussions when the Committee is discussing areas of risk or operation that are their responsibility.
5.4.  The external and internal auditors will be invited to a private meeting with the Audit Committee Chair and members at the beginning of each Audit Committee meeting.

6. Meetings and quorum

6.1.  The Chair will preside at all meetings. In extraordinary circumstances, where the Chair cannot attend, the Deputy Chair shall preside.
6.2.   A quorum shall be two members of the Committee.  If the Committee is not quorate the meeting may be postponed at the discretion of the Chair.  If the meeting does take place and is not quorate, no decision shall be made at that meeting and such matters must be deferred until the next quorate meeting.
6.3.  Meetings shall be held not less than four times a year.  The external auditors or Head of Internal Audit may request additional meetings, through the Chair of the Committee, if they consider that one is necessary. 
6.4.  Members are expected to attend all meetings.
6.5.  If any member has a pecuniary interest in any matter and is present at the meeting at which the matter is under discussion, he or she will declare that interest as early as possible and will not participate in the discussions. The Chair will have the power to request that member to withdraw until the Audit Committee’s consideration has been completed.
6.6.  The Chair of the Committee and one of the other members, in consultation together, may also act on urgent matters arising between meetings of the Committee in accordance with the Scheme of delegation and the Procedure for emergency powers and urgent decisions (Chief Executive and Chair’s actions and Committee urgent matters). Any such action will be reported to the next meeting and be recorded in the minutes of that meeting.
6.7 
Members of the Committee may participate in meetings by telephone, video or by other electronic means where they are available and with the prior agreement of the Chair. Participation by any of these means shall be deemed to constitute presence in person at the meeting.
7. Authority

7.1. The Committee is authorised by the Board to investigate any activity within its terms of reference.  It is authorised to seek any information it requires from any employee and all employees are directed to co-operate with any request made by the Committee.  

7.2. The Committee is authorised by the Board to obtain outside legal or other independent professional advice and to secure the attendance of outsiders with relevant experience and expertise if it considers this necessary.

7.3. The Committee’s delegated decision making will be in accordance with the Trust’s scheme of delegation as approved by the Board.
7.4. The Committee is authorised by the Board to establish such sub-groups (duly constituted and operating within approved terms of reference) as it deems necessary to discharge responsibilities of the Committee. The Committee will receive minutes from the sub-group, receive papers on any matters escalated to the Committee and periodically review the effectiveness of the sub-group in discharging its delegated responsibilities. The sub-group currently constituted is:

· Information Governance Approval Group

8. Duties 

The Audit Committee will provide an overarching governance role and review the work of other governance committees within the Trust, whose work can provide relevant assurance to the Audit Committee’s own scope of work.  The duties of the Committee can be categorised as below.

8.1. Governance, risk management and internal control

8.1.1. The Committee shall review the  establishment  and  maintenance  of  an  effective system of integrated governance, risk management and  internal control across the organisation’s  activities that supports the  achievement  of  the organisation’s objectives.  
8.1.2. The Committee will review the adequacy and effectiveness of:

· The Trust’s general risk management structures, processes and responsibilities including all risk and control related disclosure statements (in particular the annual governance statement), together with any accompanying Head of Internal Audit statement, external audit opinion or other appropriate independent assurances, prior to endorsement by the Board

· The underlying assurance processes that indicate the degree of achievement of corporate objectives, the effectiveness of the management of strategic risks and the appropriateness of the above disclosure statements

· The policies for ensuring compliance with the relevant regulatory, legal and code of conduct requirements and related reporting and self-certification

· The policies and procedures for all work related to fraud and corruption as required by the NHS Counter Fraud Authority
8.1.3. The Committee will ensure the provision and maintenance of an effective system of financial risk identification and associated controls, reporting and governance.

8.1.4. The Committee will review the Board Assurance Framework’s sources of assurance for strategic risks assigned to the committee, for appropriateness, independence, and frequency, and evaluate whether these can effectively evidence that the controls are working. 
8.1.5 Review Board Assurance Framework assurance activity and assess whether the assurance process is being effectively applied.
8.1.6. The Committee will ensure that appropriate governance is in place to ensure that the Trust can comply with its statutory duties relating to information governance.
8.1.7. In addition, the Committee will be the custodian of the Board and sub-committee annual effectiveness process and the review of the adequacy of the governance of the Board sub-committees and their reporting groups. This will include the receipt of annual self-assessments and reports.
8.1.8. In carrying out this work, the Committee will primarily utilise the work of internal audit, external audit and other assurance functions but it will not be limited to these sources.  It will also seek reports and assurances from directors and managers as appropriate, concentrating on the over-arching systems of integrated governance, risk management and internal control.  Other external advisers may be called upon where specialist assurance is required, with the prior agreement of the Committee Chair.  The Committee will use an effective assurance framework to guide its work and that of the audit and assurance functions that report to it.
8.2. Internal audit

The Committee shall ensure that there is an effective internal audit function established by management that meets mandatory NHS internal audit standards and provides appropriate independent assurance to the Audit Committee, Chief Executive and Board.  This will be achieved by:
· Consideration of the provision of the internal audit service, the cost of the audit and any questions of resignation or dismissal
· Review and approval of the internal audit strategy, annual audit plan and more detailed organisation as identified in the assurance framework
· Considering the major findings of internal audit work (and management’s response), and ensuring co-ordination between the internal and external auditors to optimise audit resources
· Ensuring that the internal audit function is adequately resourced and has appropriate standing within the organisation
· Considering the performance of internal audit and undertake an annual review of the effectiveness of internal audit
· Approval of the appointment and termination of the Head of Internal Audit and/or the internal audit service 
8.3. External audit

The Committee shall review the work and findings of the external auditor and consider the implications of and management’s responses to their work.  This will be achieved by:
· Consideration of the appointment of the external auditors, in line with regulations as far as the rules governing the appointment (discharged through establishment of an auditor panel).
· Discussion and agreement with the external auditors, before the audit commences, of the nature and scope of the audit as set out in the annual plan, and ensuring co-ordination, as appropriate, with other external auditors in the local health economy
· Discussion with the external auditors of their local evaluation of audit risks and assessment of the Trust and associated impact on the audit fee
· Review of all external audit reports, including the report to those charged with governance, agreement of the annual audit letter before submission to the Board and any work undertaken outside the annual audit plan, together with the appropriateness of management responses
8.4. Financial reporting and annual accounts review

The Committee shall:
8.4.6. Monitor the integrity of the financial statements of the Trust and any formal announcements relating to the Trust’s financial performance.
8.4.7. Ensure that the systems for financial reporting to the Board, including those of budgetary control, are subject to review as to completeness and accuracy of the information provided to the Board 
8.4.8. Review schedules of debtors and creditors balances over six months old and over £5,000 and require explanations and action plans
8.4.9. Review, at least annually, all losses and special payments
8.4.10. Review the annual statutory accounts before they are presented to the Board to determine their completeness, objectivity, integrity and accuracy. This review will cover but is not limited to:
· The meaning and significance of the figures, notes and significant changes
· Areas where judgement has been exercised
· Adherence to accounting policies and practices
· Explanation of estimates or provisions having material effect
· The schedule of losses and special payments

· Any unadjusted statements

· Any reservations and disagreements between the external auditors and management which have not been satisfactorily resolved 
· The letter of representation

· Qualitative aspects of financial reporting.
8.4.11. Review the annual report before it is submitted to the Board to determine completeness, objectivity, integrity and accuracy.

8.4.12. Review all accounting and reporting systems for reporting to the Board including in respect of budgetary control.
8.4.13. Approve the investment policy (as applicable).

8.4.14. Approve the treasury management policy (as applicable).
8.5. Standing orders, standing financial instructions and standards of business conduct

The Committee shall:
8.5.6. Review, on behalf of the Board, the operation of and proposed changes to the standing orders, standing financial instructions and scheme of delegation.
8.5.7. Receive a report on, and review, all instances of waivers to standing orders.

8.5.8. Receive reports on any non-compliance with standing orders and standing financial instructions and any justification for non-compliance and the circumstances around the non-compliance.
8.6. Counter fraud

The Committee shall:
8.6.1 Satisfy itself that the Trust has adequate arrangements in place for countering fraud

8.6.2 Review the annual plan and outcomes of counter fraud work and receive an annual report from the local counter fraud specialist
8.7 Information Governance

The Committee shall:

8.7.1 
Receive escalation reports (including significant data breach incidents) as required and minutes from the Information Governance Approval Group.

8.7.2 
Receive notification of any significant data security risks (scoring high or extreme) and review controls and mitigating actions in order to provide assurance to the Board.

8.7.3 
Provide assurance to the Board that the Trust is compliant with relevant legislation and national guidance.

8.7.4 
Review the Data Security and Protection Toolkit prior to submission.

8.7.5 
Receive the Information Governance Approval Group’s annual report and review and approve proposed changes to the Group’s terms of reference as appropriate.
8.7.6
Receive regular cyber security reports, including updates on cyber-related workstreams and activities.

8.8 Other matters

The Committee shall:

· Review any reported incident of fraud, corruption or possible breach of ethical standards or legal or statutory requirements that has a significant impact on the Trust’s published financial accounts or reputation.
· Investigate any matter within its terms of reference, having the right of access to any information relating to the particular matter under investigation.
· Receive an annual report from the local security management specialist on the effectiveness of security management arrangements within the Trust.
· Review at least annually, hospitality and sponsorship registers.
· Review at least annually, a register of contracts for services held by the Trust.
8.8. The Committee shall review the findings of other significant assurance functions, both internal and external to the organisation, where there are implications for the governance of the organisation.  The Committee will, wherever it feels necessary, seek reports and assurances from directors and managers focussing on the over-arching systems of integrated governance, risk management and internal control and their effectiveness.
9. Administrative arrangements
9.1 The Committee will receive appropriate administrative support. Duties will include: 
· preparing and circulating the agenda and papers 

· maintaining accurate records of attendance, main discussion points and decisions taken and issue necessary action logs within five working days of the meeting
· drafting minutes for circulation to the Chair within five working days of the meeting
· maintaining an electronic record of any documents discussed and / or approved and recall them to the Committee when due and filing and maintaining records of the work of the Committee
10. Reporting

10.1 The minutes of Audit Committee meetings will be formally recorded for approval at the subsequent Committee meeting prior to being submitted to the Board.  The Chair of the Committee shall draw to the attention of the Board any issues that require disclosure to the full Board, or require executive action.
10.2 The Committee will report in writing to the Board through the Committee’s Chair’s assurance report (produced after each Committee meeting).  The report records key issues, actions and decisions and the level of assurance provided to the Board by the Committee’s consideration of the relevant item. 
10.3 The Committee will report to the Board annually on its work in support of the       annual governance statement.
10.4 As part of the annual report, the Committee will identify specific areas where the Committee has made important positive differences to the governance of the Trust.
10.5 Where the Audit Committee considers there is evidence of ultra vires transactions, evidence of improper acts, or if there are other important matters that the committee wishes to raise, the Chair of the Audit Committee should raise the matter at a full meeting of the Board.  
10.6 The Audit Committee will monitor the effectiveness of the Committee and report this through receipt of an annual report which, once approved, is also presented to the Board.
10.7 The Audit Committee will review the effectiveness of such sub-groups as established by the Committee.
11. Review of terms of reference

11.1 This document will be reviewed annually or sooner if agreed by the Audit Committee or Trust Board.
11.2 Any amended Terms of Reference will be agreed by the Audit Committee for recommendation to a subsequent meeting of the Trust Board for its approval. 
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