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Important notice

This is an authentic student response from the November 2015 examination series. This
response has been typed and the examiner’s marks and commentary have been replicated
on this document.
The answer is reproduced here with the permission of the student. It is advisable to use this,
along with the examiner’s mark scheme and exam papers in the study support section of
MyICSA, to prepare for your exams. Please note that this student wrote their response with
this specific question in mind. It is therefore not a definitive answer to all questions on this
topic.

2a.



The role of the Audit Committee is fairly wide-ranging. Firstly, the Committee should be made up of
the Non-Executive Directors and its role is to oversee: risk management, financial reporting
information, the work of internal and external audit, internal controls and processes,
whistleblowing, Board assurance, signing off the annual report and accounts, annual governance
statement etc.
The Audit Committee of a CCG should provide assurance on all of the above.














The Committee should have at least 3 members and be chaired by the lay person with
responsibility for governance. The Chair or Chief Executive, or the CFO should not be members
and should attend at the request of the committee. The committee should meet at least 3 times per
year, at the key reporting periods, but would probably meet more often to undertake its wide
ranging duties. It should also meet at least once a year with the internal evaluators without
management being present.
The Audit Committee oversees the Board Assurance Framework (BAF).
The BAF is a key document and ties in closely with risk management and external controls. The
BAF provides a list of the key organisational risks and challenges, how these are being addressed
(mitigated and provides action plans and timescales for resourcing/managing the issues).
This should be reviewed regularly by Board and Audit. The audit committee oversees this workand whilst the Board is solely responsible for the risk strategy (with management being delegated
responsibility on a day to day basis for management etc.), it is the role of audit to oversee and
monitor the internal controls feeding into it, and to be assured that these are operating correctly
and efficiently.
The Audit Committee is responsible for ensuring in conjunction with external audit, the integrity of
the annual accounts. The audit committee will effectively ’sign off’ the annual report and accounts
before they are formally approved by the Board/Governing body.
The Annual Governance Statement (AGS) is required to be included as a part of the annual
accounts. The AGS is meant to be an outward looking document for stakeholders highlighting that
governance process and internal controls have been correctly put in place and highlighting any
potential weaknesses. The Audit Committee oversees the work of External Audit and specifically
the annual accounts. It is not the work of audit to say that the exact figures in the accounts are
correct but the financial process in place are sufficient and monitored correctly. The governing
body/ board are responsible for detecting fraud etc. but external audit look at financial processes.
Audit committee ‘receive’ the accounts and provide assurance back to the board.
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The Board Assurance Framework (BAF) is a key document for listing risks and challenges for an
organisation. It includes details on the risk, mitigations in place, and timescales for addressing the
risk. The BAF should be reviewed regularly by the Board/Governing Body and feed into the ongoing
work of the organisation. It also needs to show who is responsible.
Risk management processes feed directly into the BAF as they provide the background on context
for the risk. It is the responsibility of the Board/Gov. Body to set the risk strategy for the organisationagreeing risk appetite, risk tolerance, stress testing etc. and this underpins the BAF.



Responsibility for day to day management of risk is delegated to management but the Board and
audit committee should have overview of the ‘bigger picture’ and keep the key risks and challenges
under constant review.

2c.


The independence of the external auditors is a key governance requirement. Because they provide
external scrutiny of processes and finances, there is a need for them to remain at arm’s length and
not to become too ‘chummy’ with the organisation.



There is a need however for them to ‘get to know’ the organisation and have good working
relationships with key staff in order for them to do a good job.




This takes time and there is an argument for how long you should stick with the same auditors.
Good practice and guidance in the UK Corporate Governance Code and the MONITOR Code
state that you should look to change the auditors every 10 years max, but with a market testing
exercise every 5 years. This allows continuity but not independence to be lost.



There is an argument that the audit partner (and associated personnel) is better as it is the ’people’
that get familiar not the actual audit firm.
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Auditors providing lots of non-audit work can also threaten their independence as they get reliant
on this other income and are reluctant to criticise the organisation for fear of losing this additional
work. There may also be a reluctance to criticise members of their own firm who may be doing
this.
There are difficulties setting restrictions on non-audit work. There is discussion on what ‘level’ of
additional work should be deemed inappropriate –with 15% of overall income being suggested. But
this is only part of the problem. There is also an issue with the ‘type’ of work they should be
allowed to do- i.e. not areas that their other colleagues would have to audit in order to keep it
independent.
Whilst they shouldn’t have executive responsibility within organisation ,external auditors should
also avoid things like legal services or advice as there would be conflict here i.e. being objective
but also trying for’ best interest’. There could also be a tendency to want to show the organisation
in ‘good light’ to maintain their work with them. This can lead to inaccuracies and not a true
reflections of any issues or problems. i.e. - this was deemed a big problem in the USA with the
likes of Enron and their audit partners and the banking crisis.
15/25 marks
Within their relevant constitutions and following the UK Code and MONITOR Code guidelines NHS Trusts, foundation trusts FT and CCGs must have a Nomination Committee.
For an FT it may be appropriate to have 2 separate committees: one to make nomination for the
Chair and for non-exec directors and another one for Executive Directors appointments.
The committee looking at the Chair and NEDs should have a majority of Governors and the other
one should have a majority membership of Non-exec. Directors on it.
Those committees also have a role with input from the Trust Chair and Trust Secretary for
succession planning and ensuring the right mix of skills on the Trust Board.
The Governor Nomination Committee makes recommendations to the Council of Governors and
two NED Committee makes recommendations to the Trust Board.




In both cases, in the spirit of good working relationships, views would be taken from C.O.G and
Board on appointments.

CCG’s will also have a nomination committee but in a slightly different format. They will look at key
independent and ‘lay people’ (governance + public participation) appointments.
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As appointment to the Governing Body will be done as on open election by the CCG members
(i.e. GD’s ) this is also the case for the Chair (i.e. open election )
The CCG appointments committee will be made up of a majority of NED’s and also appoint (or
recommend to the gov. body) the appointment of the key offices needed i.e. CEO (accountable
officer) C.FO
Governors Nomination Committee will make recommendations to the council of Governors who will
then make a decision.
 To ensure their independence a NED would be appointed for a 3 year period
 The UK Code recommends a maximum of 9 years total appointment (i.e. 3x 3 years )
whereas as the MONITOR CCG recommends 6 years (i.e. 2x3 years)
F.Ts therefore normally follow the 6 year rule, but this can be extended but on annual review of the
appointment is recommended past 6 years. After this period there is a suggestion that this
preference is compromised.
NFDs should abide by Duties:


















Statutory duties, fiduciary duties and common law duties
NED’s are subject to annual appraisals by the Chair and on appointment they should have
detailed induction programme (led by Trust Secretary)
They will also need to provide a list of interests (same as ED’s) and keep it up to date.
NFD’s are offered training where required and access to external advice (at Trust cost) to
and the decision’s making i.e. external legal or financial advice.
NED can have personal association with the Trust i.e. family member on board
NED’s must also meet ‘fit and proper’ persons test i.e. not bankrupt, good character etc.
A NED must also be member of F.T (public/patient constituency)
New NED may be offer a ‘buddy system’
New NED will need to sign up to ‘Code of Conduct’ and any confidentiality paperwork
Trust Secretary will look closely with new NED’s assisted by the Senior Independent Director
(SID)
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