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This Annex forms part of, and shall have effect as if incorporated in the
NHS Wales Joint Commissioning Committee Standing Orders and the
Local Health Board Standing Orders (incorporated as Schedule 2.1 of SOs).
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These Standing Financial Instructions are issued by Welsh Ministers to Local Health Boards using powers of direction provided in section 12 (3) of the National Health Service (Wales) Act 2006.  Each Local Health Board (LHB) in Wales must agree Standing Financial Instructions (SFIs) for the regulation of the NHS Wales Joint Commissioning Committee’s ( the ‘JCC’) financial proceedings and business.  

These JCC Standing Financial instructions (JCC SFIs) are an annex to the JCC Standing Orders (JCC SOs) which form a schedule to each LHBs own Standing Orders and have effect as if incorporated within them.  They are designed to translate statutory and Welsh Government financial requirements for the NHS in Wales into day-to-day operating practice.  Together with the adoption of a schedule of decisions reserved to the JCC; a scheme of delegations to officers and others; and JCC Standing Orders, they provide the regulatory framework for the business conduct of the JCC.

These documents, together with the following, are designed to ensure the achievement of the standards of good governance set for the NHS in Wales: 
· Memorandum of Agreement which defines the governance arrangements for the Joint Committee and the agreed roles and responsibilities of the Chief Executive Officers of the constituent LHBs as individual members of the Joint Committee; 
· Hosting Agreement which outlines the accountability arrangements and resulting responsibilities for Cwm Taf Morgannwg University Health Board (the Host Body) and the other 6 LHBs; and 
· Cwm Taf Morgannwg University Health Board’s Values and Standards of Behaviour Framework.

All JCC members, Hhost LHB Body and the Joint Commissioning Committee Team (JCCT) staff must be made aware of these JCC Standing Financial Instructions and, where appropriate, should be familiar with their detailed content.  The JCC’s Committee Secretary or the Director of FinanceDirector of Finance and Value will be able to provide further advice and guidance on any aspect of the JCC SFIs or the wider governance arrangements for the JCC.  Further information on governance in the NHS in Wales may be accessed at https://nwssp.nhs.wales/all-wales-programmes/governance-e-manual/
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NHS Wales Joint Commissioning Committee
[bookmark: _Toc192394495][bookmark: _Toc192928931][bookmark: _Toc167793817][bookmark: _Toc167856789][bookmark: _Toc178666294][bookmark: _Toc190751737]
1. [bookmark: _Toc193786645][bookmark: _Toc107900256][bookmark: _Toc107900445][bookmark: _Toc107900867][bookmark: _Toc107900954][bookmark: _Toc240450272][bookmark: _Toc240797475][bookmark: _Toc257719369][bookmark: _Toc240801900][bookmark: _Toc237673385][bookmark: _Toc240884262][bookmark: _Toc241909227][bookmark: _Toc242500583][bookmark: _Toc242585878][bookmark: _Toc331768135][bookmark: _Toc339279510]INTRODUCTION

1.1 [bookmark: _Toc257719370][bookmark: _Toc192394496][bookmark: _Toc192928932][bookmark: _Toc193786646][bookmark: _Toc107900257][bookmark: _Toc107900446][bookmark: _Toc107900868][bookmark: _Toc107900955][bookmark: _Toc240450273][bookmark: _Toc240797476][bookmark: _Toc240801901][bookmark: _Toc237673386][bookmark: _Toc240884263][bookmark: _Toc241909228][bookmark: _Toc242500584][bookmark: _Toc242585879][bookmark: _Toc331768136][bookmark: _Toc339279511]General
1.1.1 [bookmark: _1.2_General][bookmark: _Toc240450274][bookmark: _Toc240797477][bookmark: _Toc240450276][bookmark: _Toc240797479]These Model Standing Financial Instructions are issued by Welsh Ministers to Local Health Boards using powers of direction provided in section 12 (3) of the National Health Service (Wales) Act 2006.  Each Local Health Board (LHB) in Wales must agree Standing Financial Instructions (SFIs) for the regulation of the NHS Wales Joint Commissioning Committee’s (the ‘JCC’) financial proceedings and business. The Standing Financial Instructions shall apply equally to members off the Joint Commissioning Committee (JCC) and staff of the JCC Team.

1.1.2 [bookmark: _Toc240450275][bookmark: _Toc240797478]These SFIs shall have effect as if incorporated in the JCC Standing Orders (SOs) (incorporated as Annex 2 of SOs), and both should be used in conjunction with the Hhost Bbody SOs and SFIs.

1.1.3 These SFIs detail the financial responsibilities, policies and procedures adopted by the JCC.  They are designed to ensure that the JCC's financial transactions are carried out in accordance with the law and with Welsh Government policy in order to achieve probity, accuracy, economy, efficiency, effectiveness and sustainability. They should be used in conjunction with the Schedule of matters reserved to the JCC and the Delegation of Powers and Scheme of Delegation to others.

1.1.4 These SFIs identify the financial responsibilities which apply to members of the JCC,  including its joint sub-Committees and the JCCT staff. They do not provide detailed procedural advice and should be read in conjunction with the detailed departmental and Financial Control Procedure notes. 

1.1.5 The general principle is that financial control procedures used by the JCC and the JCCT will normally be those of the Hhost Body unless otherwise approved by the appropriate process.  In some cases, the financial control procedures of the Host Body may need to be amended to take into account the nature of the business of the JCC.  In these exceptional circumstances, the  financial control procedures must be scrutinised and recommended by the Director of FinanceDirector of Finance and Value of the JCCT (as referred to as the Director of FinanceDirector of Finance and Value within these SFIs) for approval by the Audit and Risk Committee that deals with the JCC matters.  Prior to consideration by the Audit and Risk Committee, the Director of FinanceDirector of Finance and Value will discuss any proposed changes to Financial Control Procedures with the Director of Finance of the Host Body.  

1.1.6 [bookmark: _Toc240450277][bookmark: _Toc240797480]Should any difficulties arise regarding the interpretation or application of these SFIs the advice of the Committee Secretary or Director of FinanceDirector of Finance and Value must be sought before acting. The user of these SFIs should also be familiar with and comply with the provisions of the JCC’s SOs.

1.2 [bookmark: _Toc192394497][bookmark: _Toc192928933][bookmark: _Toc193786647][bookmark: _Toc107900258][bookmark: _Toc107900447][bookmark: _Toc107900869][bookmark: _Toc107900956][bookmark: _Toc240450278][bookmark: _Toc240797481][bookmark: _Toc257719371][bookmark: _Toc240801902][bookmark: _Toc237673387][bookmark: _Toc240884264][bookmark: _Toc241909229][bookmark: _Toc242500585][bookmark: _Toc242585880][bookmark: _Toc331768137][bookmark: _Toc339279512]Overriding Standing Financial Instructions
[bookmark: _Toc240450279][bookmark: _Toc240797482]Full details of any non-compliance with these SFIs, including an explanation of the reasons and circumstances must be reported in the first instance to the Director of FinanceDirector of Finance and Value and the Committee Secretary, who will ask the Audit and Risk Committee that deals with the JCC matters to formally consider the matter and make proposals to the JCC on any action to be taken.  LHB Boards should be notified of any material non-compliance and the action taken, as determined by the Committee Secretary.

1.2.1 All JCC members, members of joint sub-Committees  and the JCCT staff have a duty to report any non-compliance to the Director of FinanceDirector of Finance and Value and the Committee Secretary as soon as they are aware of any circumstance that has not previously been reported.  

1.2.2 [bookmark: _Toc240450280][bookmark: _Toc240797483]Ultimately, failure to comply with JCC SFIs is a disciplinary matter.

1.3 [bookmark: _Toc192394498][bookmark: _Toc192928934][bookmark: _Toc193786648][bookmark: _Toc107900259][bookmark: _Toc107900448][bookmark: _Toc107900870][bookmark: _Toc107900957][bookmark: _Toc240450281][bookmark: _Toc240797484][bookmark: _Toc237673388][bookmark: _Toc240884265][bookmark: _Toc241909230][bookmark: _Toc242500586][bookmark: _Toc257719372][bookmark: _Toc240801903][bookmark: _Toc242585881][bookmark: _Toc331768138][bookmark: _Toc339279513]Financial provisions and obligations of LHBs and the JCC
1.3.1 [bookmark: _Toc240450282][bookmark: _Toc240797485]The financial provisions and obligations for LHBs are set out under Sections 174 to 177 of, and Schedule 8 to, the National Health Service (Wales) Act 2006 (c. 42). The JCC exists for the purpose of jointly exercising those functions relating to the planning and securing a defined range of services on a national All-Wales basis, on behalf of each of the seven LHBs in Wales.  Each LHB shall be bound by the decisions of the JCC in the exercise of its delegated functions.  The JCC must agree an appropriate level of funding for the provision of these services and determine the contribution from each LHB to allow the JCC to plan and secure those services, including the running costs of the JCCT. The JCC will prepare an Integrated Medium-Term Plan (IMTP) which shall outline the funding requirements in relation to the relevant services. The JCC will also be responsible for developing a risk sharing framework which sets out the basis on which each LHB will contribute to the IMTP and any variation from the agreed IMTP.  

2. [bookmark: _Toc192394499][bookmark: _Toc192928935][bookmark: _Toc193786649][bookmark: _Toc107900260][bookmark: _Toc107900449][bookmark: _Toc107900871][bookmark: _Toc107900958][bookmark: _Toc240450283][bookmark: _Toc240797486][bookmark: _Toc257719373][bookmark: _Toc240801904][bookmark: _Toc237673389][bookmark: _Toc240884266][bookmark: _Toc241909231][bookmark: _Toc242500587][bookmark: _Toc242585882][bookmark: _Toc331768139][bookmark: _Toc339279514]RESPONSIBILITIES AND DELEGATION

2.1 [bookmark: _Toc192394500][bookmark: _Toc192928936][bookmark: _Toc193786650][bookmark: _Toc107900261][bookmark: _Toc107900450][bookmark: _Toc107900872][bookmark: _Toc107900959][bookmark: _Toc240801905][bookmark: _Toc237673390][bookmark: _Toc240884267][bookmark: _Toc241909232][bookmark: _Toc242500588][bookmark: _Toc242585883][bookmark: _Toc331768140][bookmark: _Toc240450284][bookmark: _Toc240797487][bookmark: _Toc257719374][bookmark: _Toc339279515]	The JCC
2.1.1 [bookmark: _Toc240450285][bookmark: _Toc240797488]The JCC exercises financial supervision and control by:

a) Formulating and approving the Medium-Term Financial Plan (MTFP) as part of developing and approving the Integrated Medium-Term Plan (IMTP)
b) Requiring the submission and approval of balanced budgets within approved allocations/overall funding
c) [bookmark: _Hlk40368768]Defining and approving essential features in respect of important financial policies, systems and financial controls (including the need to obtain value for money and sustainability), and
d) Defining specific responsibilities placed on JCC members and the Chief Commissioner, and joint sub-Committees, as indicated in the JCC’s Scheme of Delegation and Reservation of Powers.

2.1.2 [bookmark: _Toc240450286][bookmark: _Toc240797489][bookmark: _Toc192394501][bookmark: _Toc192928937][bookmark: _Toc193786651][bookmark: _Toc107900262][bookmark: _Toc107900451][bookmark: _Toc107900873][bookmark: _Toc107900960]The JCC has adopted the JCC SOs and resolved those certain powers and decisions may only be exercised by the JCC in formal session.  The JCC, subject to any directions that may be made by Welsh Ministers, shall make appropriate arrangements for certain functions to be carried out on its behalf so that the day-to-day business of the JCC may be carried out effectively, and in a manner that secures the achievement of the JCC’s aims and objectives. 

2.1.3 LHBs are responsible for those people who are resident in their areas. Whilst the Joint Committee acts on behalf of the seven LHBs in undertaking its functions, the duty on individual LHBs remains, and they are ultimately accountable to citizens and other stakeholders for the provision of services for residents within their area.

2.2 [bookmark: _Toc240450287][bookmark: _Toc240797490][bookmark: _Toc257719375][bookmark: _Toc240801906][bookmark: _Toc237673391][bookmark: _Toc240884268][bookmark: _Toc241909233][bookmark: _Toc242500589][bookmark: _Toc242585884][bookmark: _Toc331768141][bookmark: _Toc339279516]The Chief Commissioner and Director of FinanceDirector of Finance and Value	
2.2.1 [bookmark: _Toc240450288][bookmark: _Toc240797491][bookmark: _Toc240450289][bookmark: _Toc240797492]The Chief Commissioner and Director of FinanceDirector of Finance and Value will, as far as possible, delegate their detailed responsibilities, but they remain ultimately responsible for financial control.

2.2.2 The Joint Committee will delegate certain functions to the Chief Commissioner. For these aspects, the Chief Commissioner, when compiling the Scheme of Delegation, shall set out proposals for those functions they will perform personally and shall nominate other officers to undertake the remaining functions. The Chief Commissioner will still be accountable to the Joint Committee for all functions delegated to them irrespective of any further delegation to other officers.

2.2.3 The Chief Commissioner is accountable to the Committee Chair in relation to discharging the role and functions delegated by the Joint Committee, on behalf of the 7 LHBs, to the Commissioning Team for the planning, securing and commissioning of the relevant services, by the Joint Committee, on behalf of the 7 LHBs. 

2.2.4 As an employee of the Host Body, the Chief Commissioner will be accountable to the Chief Executive of the Host Body in respect of the responsibilities delegated to the Chief Commissioner set out within the Hosting Agreement. As the employer, the Host Body is responsible for the Terms of Conditions and employment matters associated with the Chief Commissioner, informed by the Committee Chair. 

2.2.5 The Chief Commissioner will hold Accountable Officer status for certain elements of their role, namely the propriety and regularity for public finances delegated to them by the LHBs and will be accountable to the Director General/NHS Wales Chief Executive in this regard. Further detail on this accountability relationship is set out in an Accountable Officer Memorandum and an Interface Agreement between the Chief Commissioner and the Chief Executive of the Host Body. 

2.2.6 The Chief Commissioner is responsible for ensuring that financial obligations and targets are met, and has overall responsibility for the JCCT’s system of internal control.

2.2.7 [bookmark: _Toc240450290][bookmark: _Toc240797493]It is a duty of the Chief Commissioner to ensure that JCC and JCCT members, and all new appointees are notified of, and put in a position to understand their responsibilities within these SFIs.
[bookmark: _Toc192394502][bookmark: _Toc192928938][bookmark: _Toc193786652][bookmark: _Toc107900263][bookmark: _Toc107900452][bookmark: _Toc107900874][bookmark: _Toc107900961]
2.3 [bookmark: _Toc240450291][bookmark: _Toc240797494][bookmark: _Toc257719376][bookmark: _Toc240801907][bookmark: _Toc237673392][bookmark: _Toc240884269][bookmark: _Toc241909234][bookmark: _Toc242500590][bookmark: _Toc242585885][bookmark: _Toc331768142][bookmark: _Toc339279517]The Director of FinanceDirector of Finance and Value
2.3.1 [bookmark: _Toc240450292][bookmark: _Toc240797495]The Director of FinanceDirector of Finance and Value is responsible for:
a) Implementing the JCC’s financial policies and for co-coordinating any corrective action necessary to further these policies
b) Maintaining an effective system of internal financial control including ensuring that detailed financial control procedures and systems incorporating the principles of separation of duties and internal checks are prepared, documented and maintained to supplement these instructions
c)  Recommending to the relevant Audit and Risk Committee any Financial Control Procedures for the JCC, where the Host Body’s cannot be applied, for approval 
d) Ensuring that sufficient records are maintained to show and explain the JCC’s transactions, in order to disclose, with reasonable accuracy, the financial position of the JCC at any time, and
e) Without prejudice to any other functions of the JCC, and employees of the hHost BodyLHB and JCCT, the duties of the Director of FinanceDirector of Finance and Value include:
(i)   The provision of financial advice to members of the JCC, joint sub-Committees,   Committees,  Advisory Groups and the JCCT
(ii) The design, implementation and supervision of systems of internal financial control, and
(iii)	The preparation and maintenance of such accounts, certificates, estimates, recordsrecords, and reports as the JCC may require for the purpose of carrying out its delegated responsibilities.

2.3.2 [bookmark: _Toc240450293][bookmark: _Toc240797496]The Director of FinanceDirector of Finance and Value is responsible for ensuring an ongoing training and communication programme is in place to affect these SFIs.

2.4 [bookmark: _Toc192394503][bookmark: _Toc192928939][bookmark: _Toc193786653][bookmark: _Toc107900264][bookmark: _Toc107900453][bookmark: _Toc107900875][bookmark: _Toc107900962][bookmark: _Toc240450294][bookmark: _Toc240797497][bookmark: _Toc257719377][bookmark: _Toc339279518]JCC members and Team, and joint sub-Committees
2.4.1 [bookmark: _Toc240450295][bookmark: _Toc240797498]All members of the JCC, its joint sub-Committees, (including those employed to perform JCCT functions), severally and collectively, are responsible for:
a) The security of the property of the JCC and host Host BodyLHB where these are used by the JCCT
b) Avoiding loss
c) Exercising economy and efficiency and sustainability in the use of resources, and
d) Conforming to the requirements of SOs, SFIs, Financial Control Procedures and the Scheme of Delegation and Reservation of Powers.

2.4.2 [bookmark: _Toc240450296][bookmark: _Toc240797499]For all JCC members and JCC Team staff, and joint sub-Committees who carry out a financial function, the form in which financial records are kept and the manner in which members of the JCC, joint sub-Committee and JCCT discharge their duties must be to the satisfaction of the Director of FinanceDirector of Finance and Value.
[bookmark: _Toc192394504][bookmark: _Toc192928940][bookmark: _Toc193786654][bookmark: _Toc107900265][bookmark: _Toc107900454][bookmark: _Toc107900876][bookmark: _Toc107900963]
2.5 [bookmark: _Toc240450297][bookmark: _Toc240797500][bookmark: _Toc257719378][bookmark: _Toc240801909][bookmark: _Toc237673394][bookmark: _Toc240884271][bookmark: _Toc241909236][bookmark: _Toc242500592][bookmark: _Toc242585887][bookmark: _Toc331768144][bookmark: _Toc339279519]Contractors and their employees
2.5.1 [bookmark: _Toc240450298][bookmark: _Toc240797501]Any contractor or employee of a contractor who is empowered by the host Host BodyLHB to commit the JCC to expenditure or who is authorised to obtain income shall be covered by these instructions.  It is the responsibility of the Chief Commissioner to ensure that such persons are made aware of this.

3. [bookmark: _Toc192394505][bookmark: _Toc192928941][bookmark: _Toc193786655][bookmark: _Toc107900266][bookmark: _Toc107900455][bookmark: _Toc107900877][bookmark: _Toc107900964][bookmark: _Toc240450299][bookmark: _Toc240797502][bookmark: _Toc257719379][bookmark: _Toc240801910][bookmark: _Toc237673395][bookmark: _Toc240884272][bookmark: _Toc241909237][bookmark: _Toc242500593][bookmark: _Toc242585888][bookmark: _Toc331768145][bookmark: _Toc339279520]AUDIT, FRAUD AND CORRUPTION, AND SECURITY MANAGEMENT 

3.1 [bookmark: _Toc192394506][bookmark: _Toc192928942][bookmark: _Toc193786656][bookmark: _Toc107900267][bookmark: _Toc107900456][bookmark: _Toc107900878][bookmark: _Toc107900965]	Audit and Risk Committee 
3.1.1 [bookmark: _Toc240450301][bookmark: _Toc240797504]An independent Audit and Risk Committee is a central means by which the JCC ensures effective internal control arrangements are in place. In addition, the Audit and Risk Committee that deals with JCC matters provides a form of independent check upon the Team supporting the JCC.
  
3.1.2 The governance and issues relating to the hosting of the JCC will be incorporated into the standard business of the existing Host Body’s Audit and Risk Committee. Assurance on the governance and issues relating to the hosting of the JCC will be reported to the Host Body’s Board. 

3.1.3 Issues relating to the functions of the JCC delegated from LHBs will be reported into a separate Host Body Audit and Risk Committee for the JCC specifically, operating within its own work cycle as required. The assurance from this will be reported to the LHB Boards. Detailed terms of reference and operating arrangements for this are set out in Annex 3 to the JCC’s SOs.  This Audit and Risk Committee will follow the guidance set out in the NHS Wales Audit and Risk Committee Handbook.


3.2      Chief Commissioner
3.2.1  The Chief Commissioner is responsible for ensuring arrangements are in place within the JCCT to review, evaluate and report on the effectiveness of internal control, in line with the requirements of the Host Body’s audit arrangements, as set out within the Hosting Agreement. 

3.2 [bookmark: _Toc192394507][bookmark: _Toc192928943][bookmark: _Toc193786657][bookmark: _Toc107900268][bookmark: _Toc107900457][bookmark: _Toc107900879][bookmark: _Toc107900966][bookmark: _Toc240450304][bookmark: _Toc240797505][bookmark: _Toc257719381][bookmark: _Toc339279522]	Chief Executive of the Host BodyLHB 
[bookmark: _Toc240450305][bookmark: _Toc240797506][bookmark: _Toc240801912][bookmark: _Toc237673397][bookmark: _Toc240884274][bookmark: _Toc241909239][bookmark: _Toc242500595][bookmark: _Toc242585890][bookmark: _Toc331768147]The responsibilities of the Chief Executive of the Hhost LHB Body are set out within the Host Body’s SFIs (add link), 

3.2.1 [bookmark: _Toc240450306][bookmark: _Toc240797507][bookmark: _Hlk63784117]The designated internal and external audit representatives are entitled (subject to provisions in the Data Protection Act 2018 and the UK General Data Protection Legislation) without necessarily giving prior notice to require and receive:
a) Access to all records, documents and correspondence relating to any financial or other relevant transactions, including documents of a confidential nature
b) Access at all reasonable times to any land or property owned or leased by the host Host BodyLHB.
c) Access at all reasonable times to JCC members and the JCCT
d) The production of any cash, stores or other property of the host Host BodyLHB under a JCC member or  a member of the JCCT’s control, and
e) Explanations concerning any matter under investigation.

3.3 [bookmark: _Toc192394508][bookmark: _Toc192928944][bookmark: _Toc193786658][bookmark: _Toc107900269][bookmark: _Toc107900458][bookmark: _Toc107900880][bookmark: _Toc107900967][bookmark: _Toc240450307][bookmark: _Toc240797508][bookmark: _Toc257719382][bookmark: _Toc240801913][bookmark: _Toc237673398][bookmark: _Toc240884275][bookmark: _Toc241909240][bookmark: _Toc242500596][bookmark: _Toc242585891][bookmark: _Toc331768148][bookmark: _Toc339279523]	Internal and External Audit
3.3.1 CTMUHB, as the Host Body, has responsibility for ensuring that appropriate internal and external audit of the activities of the JCC are in place. Details of these arrangements will be further set out within the Hosting Agreement. 
[bookmark: _Toc192394510][bookmark: _Toc192928946][bookmark: _Toc193786660]
3.4 [bookmark: _Toc107900271][bookmark: _Toc107900460][bookmark: _Toc107900882][bookmark: _Toc107900969][bookmark: _Toc240450330][bookmark: _Toc240797521][bookmark: _Toc257719384][bookmark: _Toc240801915][bookmark: _Toc237673400][bookmark: _Toc240884277][bookmark: _Toc241909242][bookmark: _Toc242500598][bookmark: _Toc242585893][bookmark: _Toc331768150][bookmark: _Toc339279525]Fraud and Corruption
3.5.1 [bookmark: _Toc240450331][bookmark: _Toc240797522]In line with their responsibilities, the Chief Commissioner and Director of FinanceDirector of Finance and Value shall monitor and ensure compliance with Directions issued by the Welsh Ministers on fraud and corruption. 

3.5.2 [bookmark: _Toc240450332][bookmark: _Toc240797523]The Chief Commissioner and Director of FinanceDirector of Finance and Value shall report to the JCC and the host Host Body’sLHBs Local Counter Fraud Specialist any matters relating to fraud or corruption.

3.5.3 [bookmark: _Toc240450333][bookmark: _Toc240797524]More detailed information about counter fraud can be found in section 3.5 of the host Host Body’sLHBs SFIs.

3.5 [bookmark: _Toc192394511][bookmark: _Toc192928947][bookmark: _Toc193786661][bookmark: _Toc107900272][bookmark: _Toc107900461][bookmark: _Toc107900883][bookmark: _Toc107900970][bookmark: _Toc240450337][bookmark: _Toc240797528][bookmark: _Toc257719385][bookmark: _Toc339279526]	Security Management
3.5.1 [bookmark: _Toc240801917][bookmark: _Toc237673401][bookmark: _Toc240884278][bookmark: _Toc241909243][bookmark: _Toc242500599][bookmark: _Toc242585894][bookmark: _Toc331768151]The Chief Executive of the host Host BodyLHB  has overall responsibility for controlling and coordinating security. The Chief Commissioner will ensure that adequate processes are in place to comply with the requirements.

3.5.2 In line with their responsibilities, the Chief Executive of the host Host BodyLHB will monitor and ensure compliance with Directions issued by Welsh Ministers on NHS Security management.

4. [bookmark: _Toc192394512][bookmark: _Toc192928948][bookmark: _Toc193786662]FINANCIAL DUTIES

4.1 Legislation and Directions
4.1.1 Whilst the JCC is not a statutory body  the JCC exists for the purpose of jointly exercising functions on behalf of each of the seven LHBs in Wales which means it must operate in a way which supports delivery  of the Local Health Boards two statutory financial duties, the basis for which is section 175 of the National Health Service (Wales) Act 2006, as amended by the National Health Service Finance (Wales) Act 2014. Those duties are then set out and retained in the Welsh Health Circular “WHC/2016/054 - Statutory Financial Duties of Local Health Boards and NHS Trusts.” 

WHC/2016/054  - English and Welsh Versions




[bookmark: _Toc192394517][bookmark: _Toc192928953][bookmark: _Toc193786667][bookmark: _Toc107900278][bookmark: _Toc107900467][bookmark: _Toc107900889][bookmark: _Toc107900976][bookmark: _Toc240450344][bookmark: _Toc240797535][bookmark: _Toc257719391][bookmark: _Toc240801924][bookmark: _Toc237673406][bookmark: _Toc240884284][bookmark: _Toc241909249][bookmark: _Toc242500605][bookmark: _Toc242585901][bookmark: _Toc331768158][bookmark: _Toc339279533]
4.3.2 To support the LHB’s statutory duty the JCC is required to prepare an Integrated Medium-Term Plan. The Integrated Medium-Term Plan (IMTP) must reflect longer-term planning and delivery objectives for the ongoing development of those services commissioned on behalf of the seven health boards, in conjunction with the Welsh Ministers. The Integrated Medium-Term Plan should be continually reviewed based on latest Welsh Government policy and national and local priority requirements. The Integrated Medium-Term Plan, produced and approved annually, will be 3 year rolling plans. In particular, the Integrated Medium-Term Plan must reflect the Welsh Ministers’ priorities and commitments as detailed in the NHS Planning Framework published annually by Welsh Government. 

4.3.3 [bookmark: _Hlk39151601][bookmark: _Hlk34317924]The NHS Planning Framework directs health boards and trusts to develop, approve and submit an Integrated Medium-Term Plan (IMTP) for approval by Welsh Ministers.  Whilst there is not a statutory duty upon the JCC to develop an IMTP it is a requirement. The plan must: 
· [bookmark: _Hlk40963379]describe the context, including population health needs, within which the JCC will deliver key policy directives and operational targets from Welsh Government
· demonstrate how the JCC are: 
a)	delivering their well-being objectives, including how the five ways of working have been applied,
b)	contributing to the seven Well-being Goals, 
c)	establishing preventative approaches across all care and services,
· demonstrate how the JCC will utilise its existing commissioned services and resources, and planned service changes, to deliver improvements in population health and clinical services, and at the same time demonstrate improvements to the quality and efficiency of services
· demonstrate how financial breakeven is to be achieved over a rolling three-year period. 

4.3.4 Integrated Medium-Term Plans should be based on a reasonable expectation of future service changes, performance improvements, workforce changes, demographic changes, capital, quality, funding, income, expenditure, cost pressures and savings plans to ensure that the Integrated Medium-Term Plan (including a balanced Medium-Term Financial Plan) is balanced and sustainable and supports the safe and sustainable delivery of patient centred quality services. 

4.3.5 The Integrated Medium-Term Plan will be the overarching planning document enveloping component plans and service delivery plans. The Integrated Medium-Term Plan will incorporate the balanced Medium-Term Financial Plan and will incorporate the JCC’s response to delivering the 
· 	NHS Planning Framework
· 	Quality, governance and risk frameworks and plans, and 
· 	Outcomes Framework.

4.3.6 The Integrated Medium-Term Plan will be developed in line with the Integrated Planning Framework and include:
· 	A statement of significant strategies and assumptions on which the plans are based
· 	Details of major changes in activity, commissioned service delivery, service and performance improvements, workforce, revenue and capital resources required to achieve the plans 
· 	Profiled activity, service, quality, workforce and financial schedules
· 	Detailed plans to deliver the NHS Planning Framework and quality, governance and risk requirements and outcome measures.

4.3.7 The JCC will, in respect of those functions delegated to it by LHBs:
a) Identify and evaluate existing, new and emerging treatments and services and advise on the designation of such services
b) Develop national policies for the equitable access to safe and sustainable, high quality services across Wales, whether planned, funded and secured at national, regional or local level, and
c) Agree annually those services that should be planned on a national basis and those that should be planned locally.

4.3.8 The Chief Commissioner is responsible for the development of the plan and submission to the JCC, on an annual basis, the rolling 3 year Integrated Medium-Term Plan. The JCC’s approved Integrated Medium-Term Plan will be submitted to Local Health Boards and Welsh Government in line with the requirements set out in the NHS Planning Framework.

4.3.9 The JCC will:
a) Approve the Integrated Medium-Term Plan prior to the beginning of the financial year of implementation and in accordance with the guidance issued annually by Welsh Government. Following Committee approval, the Plan will be submitted to Local Health Boards and Welsh Government prior to the beginning of the financial year of implementation
b) Approve a balanced Medium-Term Financial Plan as part of the Integrated Medium-Term Plan, which meets all financial duties, probity and value for money requirements
c) Agree the appropriate level of funding for the provision of those services delegated to the JCC , and determining the contribution from each LHB for those services (which will include the running costs of the JCC and the JCCT) in accordance with any specific directions set by the Welsh Ministers
d) Prepare and agree with the Local Health Boards a robust and sustainable recovery plan in accordance with Welsh Ministers’ guidance where the Committee plan is not in place or in balance.

5. [bookmark: _Toc107900277][bookmark: _Toc107900466][bookmark: _Toc107900888][bookmark: _Toc107900975][bookmark: _Toc240450342][bookmark: _Toc240797533][bookmark: _Toc257719389][bookmark: _Toc240801922][bookmark: _Toc237673405][bookmark: _Toc240884282][bookmark: _Toc241909247][bookmark: _Toc242500603][bookmark: _Toc242585899][bookmark: _Toc331768156][bookmark: _Toc339279531]FINANCIAL MANAGEMENT AND BUDGETARY CONTROL

5.1 [bookmark: _Toc240450343][bookmark: _Toc240797534][bookmark: _Toc257719390][bookmark: _Toc240801923][bookmark: _Toc240884283][bookmark: _Toc241909248][bookmark: _Toc242500604][bookmark: _Toc242585900][bookmark: _Toc331768157][bookmark: _Toc339279532]	Budget Setting
5.1.1 Prior to the start of the financial year the Director of FinanceDirector of Finance and Value will, on behalf of the Chief Commissioner, prepare and submit budgets for approval and delegation by the JCC.  Such budgets will:
a) Be in accordance with the aims and objectives set out in the JCC Integrated Medium-Term Plan, and Medium-Term Financial Plan, and focussed on delivery of improved population health, safe patient centred quality services
b) Be in line with Revenue, Capital, Commissioning, Activity, Service, Quality, Performance, and Workforce plans contained within the JCC approved balanced IMTP
c) Take account of approved business cases and associated revenue costs and funding
d) Be produced following discussion with appropriate Directors and budget holders
e) Be prepared within the limits of available funds 
f) Take account of ring-fenced, specified and non-recurring allocations and funding
g) Include both financial budgets (£) and workforce establishment budgets (budgeted whole time equivalents)
h) Take account of the principles of Well-being of Future Generations (Wales) Act 2015 including the seven Well-being Goals and the five ways of working; and
i) Identify potential risks and opportunities.

5.2 Budgetary Delegation
5.2.1 The Chief Commissioner may delegate the management of a budget to permit the performance of a defined range of activities,.  This delegation must be in writing, in the form of a letter of accountability, and be accompanied by a clear definition of:
a) The amount of the budget
b) The purpose(s) of each budget heading
c) Individual or committee responsibilities
d) Arrangements during periods of absence
e) Authority to exercise virement
f) Achievement of planned levels of service, and
g) The provision of regular reports.
The budget holder must sign the accountability letter formally delegating the budget.

5.2.2 The Chief Commissioner, Director of FinanceDirector of Finance and Value and delegated budget holders must not exceed the budgetary total or virement limits set by the JCC.

5.2.3 Budgets must only be used for the purposes designated, and any budgeted funds not required for their designated purpose(s) revert to the immediate control of the Chief Commissioner, subject to any authorised use of virement.

5.2.4 Non-recurring budgets should not be used to finance recurring expenditure without the authority in writing of the Chief Commissioner, as advised by the Director of FinanceDirector of Finance and Value.

5.2.5 All budget holders must provide information as required by the Director of FinanceDirector of Finance and Value to enable budgets to be compiled and managed appropriately.

5.2.6 All budget holders will sign up to their allocated budgets at the commencement of the financial year.

5.2.7 The Director of FinanceDirector of Finance and Value has a responsibility to ensure that appropriate and timely financial information is provided to budget holders and that adequate training is delivered on an on-going basis to assist budget holders managing their budgets successfully.
[bookmark: _Toc192394518][bookmark: _Toc192928954][bookmark: _Toc193786668][bookmark: _Toc107900279][bookmark: _Toc107900468][bookmark: _Toc107900890][bookmark: _Toc107900977]
5.3 [bookmark: _Toc240450345][bookmark: _Toc240797536][bookmark: _Toc257719392][bookmark: _Toc240801925][bookmark: _Toc237673407][bookmark: _Toc240884285][bookmark: _Toc241909250][bookmark: _Toc242500606][bookmark: _Toc242585902][bookmark: _Toc331768159][bookmark: _Toc339279534]Financial Management, Reporting and Budgetary Control 
5.3.1 The Director of FinanceDirector of Finance and Value shall monitor financial performance against budget and plans and report the current and forecast position on a monthly basis and at every JCC meeting. Any significant variances should be reported to JCC as soon as they come to light and the JCC shall be advised on any action to be taken in respect of such variances.

5.3.2 The Director of FinanceDirector of Finance and Value will devise and maintain systems of financial management performance reporting and budgetary control.  These will include:
a)	Regular financial reports, for revenue and capital (where applicable), to the JCC in a form approved by the JCC containing sufficient information for the JCC to:
· [bookmark: _Hlk39152849]Understand the current and forecast financial position.  
· Evaluate risks and opportunities.  
· Use insight to make informed decisions.
· [bookmark: _Hlk40958364]Be consistent with other JCC reports, and as a minimum the reports will cover:
· Details of variations from the Medium-Term Financial Plan showing the contributions to be made by each LHB under the risk sharing framework.
· Actual income and expenditure to date compared to budget and showing trends and run rates.
· Forecast year end positions.
· A statement of assets and liabilities, including analysis of cash flow and movements in working capital
· Explanations of material variances from plan
· Capital expenditure and projected outturn against plan (where applicable)
· Investigations and reporting of variances from financial, activity and workforce budgets.
· Details of any corrective action being taken as advised by the relevant budget holder and the Chief Commissioner’s and/or Director of FinanceDirector of Finance and Value's view of whether such actions are sufficient to correct the situation.
· Statement of performance against savings target
· Key workforce and other cost drivers
· Income and expenditure run rates, historic trends, extrapolation, and explanations, and
· Clear assessment of risks and opportunities.
· Provide a rounded and holistic view of financial and wider JCC  performance.
b) The issue of regular, timely, accurate and comprehensible advice and financial reports to each delegated budget holder, covering the areas for which they are responsible
c) An accountability and escalation framework to be established for the JCC to formally address material budget variances
d) Investigation and reporting of variances from financial, activity and workforce budgets.
e) Monitoring of management action to correct variances.
f) Arrangements for the authorisation of budget transfers and virements.

5.3.3 [bookmark: _Hlk39153132]Each Budget Holder will:
· be held to account for managing services within the delegated budget.
· investigate causes of expenditure and budget variances using information from activity, workforce, and other relevant sources
· develop plans to address adverse budget variances.

5.3.4 Each Budget Holder is responsible for ensuring that:
a) Any likely overspending or reduction of income that cannot be met by virement is not incurred without the prior consent of the Chief Commissioner subject to the JCC’s scheme of delegation;
b) The amount provided in the approved budget is not used in whole or in part for any purpose other than that specifically authorised, subject to the rules of virement; and
c) No permanent employees are appointed without the approval of the Chief Commissioner other than those provided for within the available resources and workforce establishment as approved by the JCC.

5.3.5 The Chief Commissioner is responsible for identifying and implementing cost and efficiency improvements and income generation initiatives in accordance with the requirements of the Integrated Medium-Term Plan and Medium-Term Financial Plans.

5.4 [bookmark: _Toc192394519][bookmark: _Toc192928955][bookmark: _Toc193786669][bookmark: _Toc107900280][bookmark: _Toc107900469][bookmark: _Toc107900891][bookmark: _Toc107900978][bookmark: _Toc240450346][bookmark: _Toc240797537][bookmark: _Toc257719393][bookmark: _Toc240801926][bookmark: _Toc237673408][bookmark: _Toc240884286][bookmark: _Toc241909251][bookmark: _Toc242500607][bookmark: _Toc242585903][bookmark: _Toc331768160][bookmark: _Toc339279535]Capital Financial Management, Reporting and Budgetary Control
5.4.1 The JCC is not normally allocated any capital expenditure. In the event that there is an allocation the general rules applying to revenue Financial Management, Reporting and Budgetary Control delegation and reporting shall also apply to capital plans, budgets and expenditure subject to any specific reporting requirements required by the Welsh Ministers and host Host Body’s procedures and processes.
 
5.5 [bookmark: _Toc192394520][bookmark: _Toc192928956][bookmark: _Toc193786670][bookmark: _Toc107900281][bookmark: _Toc107900470][bookmark: _Toc107900892][bookmark: _Toc107900979][bookmark: _Toc240450347][bookmark: _Toc240797538][bookmark: _Toc257719394][bookmark: _Toc240801927][bookmark: _Toc237673409][bookmark: _Toc240884287][bookmark: _Toc241909252][bookmark: _Toc242500608][bookmark: _Toc242585904][bookmark: _Toc331768161][bookmark: _Toc339279536]Reporting to Welsh Government - Monitoring Returns 
5.5.1 The Chief Commissioner is responsible for ensuring that the appropriate monitoring returns for the JCC are submitted to the Welsh Ministers in accordance with published guidance and timescales.

5.5.2 All monitoring returns must be supported by a detailed commentary signed by the Director of FinanceDirector of Finance and Value and Chief Commissioner. This commentary should also highlight and quantify any significant risks with an assessment of the impact and likelihood of these risks maturing.

5.5.3 All information made available to the Welsh Ministers should also be made available to the JCC.  There must be consistency between the Medium-Term Financial Plan, budgets, expenditure, forecast position and risks as reported in the monitoring returns and monthly JCC reports.
[bookmark: _Toc240801928]
6. [bookmark: _Toc192394521][bookmark: _Toc192928957][bookmark: _Toc193786671][bookmark: _Toc107900282][bookmark: _Toc107900471][bookmark: _Toc107900893][bookmark: _Toc107900980][bookmark: _Toc240450348][bookmark: _Toc240797539][bookmark: _Toc257719395][bookmark: _Toc237673410][bookmark: _Toc240884288][bookmark: _Toc241909253][bookmark: _Toc242500609][bookmark: _Toc242585905][bookmark: _Toc331768162][bookmark: _Toc339279537]ANNUAL ACCOUNTS AND REPORTS 

6.1 The JCC is not a corporate body and does not therefore have a statutory duty to prepare annual accounts and reports. 

6.2 However, the JCC is hosted by the host Host BodyLHB and therefore the Chief Executive of the Hhost BodyLHB is required to ensure that the financial results of the JCC are consolidated into its own financial statements and disclosed as appropriate. Details of what is required is set out in the Hosting Agreement and will be communicated to the JCC and JCCT by the Executive Director of FinanceDirector of Finance of the Host Body.

7. [bookmark: _Toc192394522][bookmark: _Toc192928958][bookmark: _Toc193786672][bookmark: _Toc107900284][bookmark: _Toc107900473][bookmark: _Toc107900895][bookmark: _Toc107900982][bookmark: _Toc240450350][bookmark: _Toc240797541][bookmark: _Toc257719397][bookmark: _Toc240801930][bookmark: _Toc237673412][bookmark: _Toc240884290][bookmark: _Toc241909255][bookmark: _Toc242500611][bookmark: _Toc242585907][bookmark: _Toc331768164][bookmark: _Toc339279539]BANKING ARRANGEMENTS 
[bookmark: _Toc192394523][bookmark: _Toc192928959][bookmark: _Toc193786673][bookmark: _Toc107900285][bookmark: _Toc107900474][bookmark: _Toc107900896][bookmark: _Toc107900983]
7.1 [bookmark: _Toc240450351][bookmark: _Toc240797542][bookmark: _Toc257719398][bookmark: _Toc240801931][bookmark: _Toc237673413][bookmark: _Toc240884291][bookmark: _Toc241909256][bookmark: _Toc242500612][bookmark: _Toc242585908][bookmark: _Toc331768165][bookmark: _Toc339279540]General
7.1.1 [bookmark: _Toc192394527][bookmark: _Toc192928963][bookmark: _Toc193786677]The JCC is legally hosted by the host LHBHost Body and therefore all banking arrangements are the responsibility of the host LHBHost Body.  Further details of the banking arrangements can be found in section 7 of the host LHBsHost Body’s SFIs.  

8. [bookmark: _Toc107900289][bookmark: _Toc107900478][bookmark: _Toc107900900][bookmark: _Toc107900987][bookmark: _Toc240450355][bookmark: _Toc240797546][bookmark: _Toc257719399][bookmark: _Toc240801935][bookmark: _Toc237673417][bookmark: _Toc240884295][bookmark: _Toc241909260][bookmark: _Toc242500616][bookmark: _Toc242585912][bookmark: _Toc331768169][bookmark: _Toc339279541]CASH, CHEQUES, PAYMENT CARDS AND OTHER NEGOTIABLE INSTRUMENTS

8.1.1 The JCC is generally only an expenditure incurring segment of the host LHBHost Body.  Any cash requirements for the JCC isare likely to be incidental to its main activities. 
 
8.1.2 All aspect relating to the recording, handling and collection of cash will be the responsibility of the host LHBHost Body.

8.1.3 Further details of the processes and responsibilities can be found in section 8 of the host LHBHost sBody’s SFIs.

9. [bookmark: _Toc107900290][bookmark: _Toc107900479][bookmark: _Toc107900901][bookmark: _Toc107900988][bookmark: _Toc192394528][bookmark: _Toc192928964][bookmark: _Toc193786678]INCOME, FEES AND CHARGES 
[bookmark: _Toc257719400][bookmark: _Toc339279542][bookmark: _Toc331768175][bookmark: _Toc240801941][bookmark: _Toc237673423][bookmark: _Toc240884301][bookmark: _Toc241909266][bookmark: _Toc242500622][bookmark: _Toc242585918]
9.1 General
9.1.1 The JCC is generally only an expenditure incurring segment of the host LHBHost Body.  Any income generated by the JCC is likely to be incidental to its main activities, including recovery of contract underperformance or the cost of drug therapies under agreed rebate arrangements.
 
9.1.2 The main All aspects relating to the recording, handling and collection of income will be the responsibility of the host LHBHost Body. The recovery of any overdue debt arising from invoiced income will remain the responsibility of the JCCT unless the debt requires referral to the Host Body’s debt collection agency. 

9.1.3 Further details of the processes and responsibilities can be found in section 9 of the host LHBHost sBody’s SFIs.

10. [bookmark: _Toc192394532][bookmark: _Toc192928968][bookmark: _Toc193786682][bookmark: _Toc107900295][bookmark: _Toc107900484][bookmark: _Toc107900906][bookmark: _Toc107900993][bookmark: _Toc240450361][bookmark: _Toc240797552][bookmark: _Toc257719401][bookmark: _Toc339279543]NON PAY EXPENDITURE

10.1 Scheme of Delegation, Non PayNon-Pay Expenditure Limits and Accountability
10.1.1 The Chief Commissioner will approve the level of non-pay expenditure and the operational scheme of delegation and authorisation to budget holders and managers within the parameters set out in the JCC’s Scheme of Reservation and Delegation of Powers. 

10.1.2 The Chief Commissioner will set out in the operational scheme of delegation and authorisation:
a) The list of managers who are authorised to place requisitions for the supply of goods and services, and
b) The maximum level of each requisition and the system for authorisation above that level.

10.2 The Director of FinanceDirector of Finance and Value’s responsibilities
10.2.1 The Director of FinanceDirector of Finance and Value will:
a) Advise the JCC regarding the NHS Wales national procurement and payment systems thresholds above which quotations (competitive or otherwise) or formal tenders must be obtained; and, once approved, the thresholds should be incorporated in SOs and SFIs
b) Prepare procedural instructions or guidance within the Scheme of Delegation on non-pay expenditureexpenditure.
c) Ensure systems are in place for the authorisation of all accounts and claims
d) Ensure Directors and officers (staff) strictly follow NHS Wales’ system and procedures of verification, recording and payment of all amounts payable 
e) Maintain a list of Directors and officers (including specimens of their signatures) authorised to certify invoicesinvoices.
f) Be responsible for ensuring compliance with the Public Sector Payment policy ensuring that a minimum of 95 percent of creditors are paid within 30 days of receipt of goods or a valid invoice (whichever is later) unless other payment terms have been agreedagreed.
g) [bookmark: _Hlk51081229]Ensure that where consultancy advice is being obtained, the procurement of such advice must be in accordance with applicable procurement legislation, guidance issued by the Welsh Ministers and SFIs, and
h) Be responsible for Petty Cash system, procedures, authorisation and record keeping, and ensure purchases from petty cash are restricted in value and by type of purchase in accordance with procedures.

10.3 Duties of Budget Holders and Managers 
10.1.1 Budget holders and managers must ensure that they comply fully with the Scheme of Delegation, guidance and limits specified by the Director of FinanceDirector of Finance and Value and that:

a) All contracts (except as otherwise provided for in the Scheme of Delegation), leases, tenancy agreements and other commitments which may result in a liability are notified to the Director of FinanceDirector of Finance and Value in advance of both any commitment being made and NWSSP Procurement Services being engagedengaged.
b) Contracts above specified thresholds are advertised and awarded, through NWSSP Procurement Services, in accordance with EU and HM Treasury rules on public procurementprocurement. 
c) Contracts above specified thresholds are approved by Welsh Ministers prior to any commitment being made
d) goods have been duly received, examined and are in accordance with specification and orderorder.
e) work done or services rendered have been satisfactorily carried out in accordance with the order, and, where applicable, the materials used are of the requisite standard and the charges are correctcorrect.
f) No order shall be issued for any item or items to any firm which has made an offer of gifts, reward or benefit to JCC members, members of the Host Body or any employee of the Host Body, other than:
(i)	Isolated gifts of a trivial character or inexpensive seasonal gifts, such as calendars
(ii)	Conventional hospitality, such as lunches in the course of working visits.

This provision needs to be read in conjunction with Standing Order 8.5, 8.6 and 8.7. of the host LHBHost sBody’s Standing Orders and the JCC’s Standing Order 8.9.

g) No requisition/order is placed for any item or items for which there is no budget provision unless authorised by the Director of FinanceDirector of Finance and Value on behalf of the Chief Commissioner.
h) All goods, services, or works are ordered on official orders except works and services executed in accordance with a contract and purchases from petty cash.
i) Requisitions/orders are not split or otherwise placed in a manner devised so as to avoid the financial thresholds.
j) Goods are not taken on trial or loan in circumstances that could commit the JCC to a future uncompetitive purchase.
k) Purchases from petty cash are restricted in value and by type of purchase in accordance with instructions issued by the Director of FinanceDirector of Finance and Value.

10.3.2 The Chief Commissioner and Director of FinanceDirector of Finance and Value shall ensure that the arrangements for financial control and financial audit of building and engineering contracts and property transactions comply with the guidance issued by the Welsh Ministers.  The technical audit of these contracts shall be the responsibility of the relevant Director as set out in the scheme of delegation.

10.4 Departures from SFI’s
10.4.1 Departing from the application of Chapters 10 and 11 of these SFI’s is only possible in very exceptional circumstances. The JCC must consult with NWSSP Procurement Services, Host Bodythe Executive Director of Finance of the Host Body, Director of FinanceDirector of Finance and Value and Committee Secretary prior to any such action undertaken. Any expenditure committed under these departures must receive prior approval in accordance with the Scheme of Delegation. 

10.5 Accounts Payable
10.5.1 NWSSP Finance, shall on behalf of the JCC, maintain and deliver detailed policies, procedures systems and processes for all aspects of accounts payable.

10.6 Prepayments
10.1.1 Prepayments should be exceptional, andexceptional and should only be considered if a good value for money case can be made for them (i.e. that “need” can be demonstrated).  Prepayments are only permitted where eieither:
· The financial advantages outweigh the disadvantages (i.e. cash flows must be discounted to Net Present Value (NPV) using the National Loans Fund (NLF) rate plus 2%)
· It is the industry norm e.g. courses and conferences.
· It is in line with requirements of Managing Welsh Public Money
· There is specific Welsh Ministers’ approval to do so e.g. voluntary services compact.
· The prepayment is part of the routine cash flow system agreed by the Directors of Finance.

10.6.2  In exceptional circumstances prepayments can be made subject to:
a) The appropriate JCCT Director providing, in the form of a written report, a case setting out all relevant circumstances of the purchase. The report must set out the effects on the host LHBHost Body or JCC if the supplier is at some time during the course of the prepayment agreement unable to meet his/her commitments.
b) The Director of FinanceDirector of Finance and Value will need to be satisfied with the proposed arrangements before contractual arrangements proceed (taking into accountconsidering the Public Contracts Regulations where the contract is above a stipulated financial threshold), and
c) The budget holder is responsible for ensuring that all items due under a prepayment contract are received and they must immediately inform the appropriate Director or Chief Commissioner if problems are encountered.


11. PROCUREMENT AND CONTRACTING FOR GOODS AND SERVICES 
[bookmark: _Toc107900296][bookmark: _Toc107900485][bookmark: _Toc107900907][bookmark: _Toc107900994][bookmark: _Toc240450362][bookmark: _Toc240797553][bookmark: _Toc257719402][bookmark: _Toc240801942][bookmark: _Toc237673424][bookmark: _Toc240884302][bookmark: _Toc241909267][bookmark: _Toc242500623][bookmark: _Toc242585919][bookmark: _Toc331768176][bookmark: _Toc339279544]
[bookmark: _Hlk51081969]General Information

11.1 [bookmark: _Toc55287155][bookmark: _Hlk52456611]Procurement Services
11.1.1 While the Chief Commissioner is responsible for procurement, as delegated by the Host Body, the service is delivered by NWSSP Procurement Services.

11.1.2 Procurement staff are employed by NHS Wales Shared Services Partnership (NWSSP) and provide a procurement support function to all health organisations in NHS Wales.  Although NWSSP is responsible for the provision of a Procure to Pay service and provision of appropriate professional procurement and commercial advice, ultimate responsibility for compliance with legislation and policy guidelines remains with the Host Health BoardBody.  Where the term Procurement staff or department is used in this chapter it should be read as equally applying to those departments where the procurement function is undertaken locally and outside of NWSSP Procurement Department, for example pharmacy and works who undertake procurement on a devolved basis.

11.2 [bookmark: _Toc383684310][bookmark: _Toc55287156]Policies and Procedures
11.2.1 [bookmark: _Hlk51082133][bookmark: _Hlk51082152][bookmark: _Hlk51082197]NWSSP Procurement Services shall, on behalf of the Host Body maintain detailed policies and procedures for all aspects of procurement including tendering and contracting processes. The policies and procedures shall comply with these SFIs, Procurement Manual, and the Revised General Consent to enter Individual Contracts.

11.2.2 [bookmark: _Hlk51082247]The Chief Commissioner is ultimately responsible for ensuring that the JCC Members and JCCT staff strictly follow procurement, tendering and contracting procedures.

11.2.3 [bookmark: _Hlk50641821]NWSSP Director of Procurement Services is responsible for ensuring that procurement, tendering and contracting policies and procedures:
· Are kept up to date.
· [bookmark: _Hlk50641870]Conform to statutory requirements and regulations.
· Adhere to guidance issued by the Welsh Ministers
· Are consistent with the principles of sustainable development. 

11.2.4 All procurement guidance issued by the Welsh Ministers should have the effect as if incorporated in these SFIs.

11.3	Legislation Governing Public Procurement 
11.3.1 Legislation governs public sector procurement in the UK. From the 24 February 2025, the Procurement Act 2023 and associated subordinate instruments (together “the 2023 Act”) and the Health Services (Provider Selection Regime) (Wales) Regulations 2025 and associated subordinate instruments (together “the PSR Wales Regulations”) are the key pieces of legislation which governs public sector procurement in the UK. The PSR Wales Regulations only apply to certain health services (“In-Scope Health Services”) and further detail these can be found in the Welsh Government’s statutory guidance titled “Health service procurement: statutory guidance”. Goods and services which are not In-Scope Health Services (“Goods and Non-Health Services”) fall within the scope of the 2023 Act. ` 

11.3.2 Where specific instruction relates only to procurements undertaken under the PSR Wales Regulations, the words ‘In-Scope Health Services Only’ will appear at the start of the instruction paragraph. Where specific instruction relates only to procurements undertaken under the Act, the words ‘Goods and Non-Health Services Only’ will appear at the start of the instruction paragraph. If such references do not appear at the start of the instruction paragraph, all information detailed is applicable to the procurement regimes under both the PSR Wales Regulations and the 2023 Act, save for any bracketed instruction reference following a phrase to either regimes applicability. 

11.3.3‘Goods and Non-Health Services Only’ The Act governs the procurement of Goods and Non-Health Services. The Welsh Government’s Policy Framework and the Wales Procurement Policy Statement (WPPS) under section 14 of the 2023 Act also govern this area. A key objective of the legislation is to establish a flexible, accessibleaccessible, and equitable framework for public procurement in Wales that maximises social, economic, environmental and cultural outcomes for communities across Wales. Legislation, policy, and guidance setting out procedures and requirements for awarding all forms of regulated contracts shall have effect as if incorporated in the LHBJCCs SFIs. In the event of any conflict between what is contained in the 2023 Act and the LHBJCC’s SFIs, the former shall prevail. 

11.3.4‘In Scope Health Services Only’ The PSR Wales Regulations governs the procurement of In-Scope Health Services. Under this legislation, relevant organisations to which the PSR Wales Regulations apply must also have regard to the Wales Procurement Policy Statement (WPPS) under section 14 of the 2023 Act. They must also have regard to the statutory guidance issued by the Welsh Government which sets out how the PSR Wales Regulations should be adopted. One of the key objectives of this legislation is to ensure there is more flexibility when selecting providers for health services, with competitive tendering being one tool for the LHBJCC to use when it is of benefit; alongside other routes that may be more proportionate, and which better enable the development of stable partnerships and the delivery of collaborative care. Legislation, policy, and guidance setting out procedures for awarding all forms of regulated contracts shall have effect as if incorporated in the LHBJCC’s SFIs. In the event of any conflict between what is contained in the PSR Wales Regulations and the LHBJCC’s SFIs, the former shall prevail. 

11.3.5 All Directors and their The Chief Commissioner, JCC members and all JCCT staff are responsible for ensuring that all legal requirements in the area ofin public procurement are understood and fully complied with. The provisions set out in the 2023 Act, the PSR Wales Regulations, Welsh Procurement Policy Notices and all associated subordinate instruments are the model upon which all procurement exercises should be based. 

11.3.6	Procurement advice should be sought in the first instance from Procurement Services. The commissioning of further specialist advice shall be jointly agreed between the Chief Commissioner (JCCT) LHB and Procurement Services e.g., engagement of NWSSP Legal and Risk Services prior to 3rd party Legal Service providers. 

11.3.7	All other relevant legislation, guidance and policy documents must also be observed, including but not limited to the following: 

· Social Partnership and Public Procurement (Wales) Act 2023 
· The Well-being of Future Generations (Wales) Act 2015 
· Welsh Language (Wales) Measure 2011 
· Modern Slavery Act 2015 
· Bribery Act 2010 
· Equality Act 2010 
· Welsh Government’s Code of Practice for Ethical Employment in Supply Chains. 
· The Producer Responsibility Obligations (Packaging Waste) Regulations 2007 
· Welsh Government ‘Towards zero waste: our waste strategy’ 
· The Welsh Government Procurement Policy Framework, including: Wales Procurement Policy Notes (extant at the time of undertaking the procurement exercise) 
· The Wales Procurement Policy Statement (WPPS) (section 14 of the Procurement Act 2023) 

11.4 	Procurement Principles and Objectives 
11.4.1	The term "procurement" embraces the complete process from planning, sourcing to taking delivery of all works, goods and services required by the JCCTLHB to perform its functions, and furthermore embrace all building, equipment, consumables, and services including health services. Procurement further embraces contract and/or supplier management, including market engagement and industry monitoring. 

11.4.2	‘Goods and Non-Health Services Only’ The legal and governing principles guiding ‘covered procurement’ under the 2023 Act, and incorporated into these SFIs include but are not limited to the following: 
· Having regard to the objectives of delivering value for money; maximising public benefit; sharing information for the purpose of allowing suppliers and others to understand the authority’s procurement policies and decisions; acting, and being seen to act, with integrity; and removing or reducing the barriers faced by SMEs. Ensuring equal treatment by treating suppliers the same, unless differences between the suppliers justify different treatment (and where different treatment of suppliers is justified, to take all reasonable steps to make sure the different treatment does not put a supplier at an unfair advantage or disadvantage). 

11.4.3	‘In Scope Health Services Only’ The legal and governing principles guiding procurement of In-Scope Health Services under the PSR Wales Regulations, and incorporated into these SFIs include but is not limited to the JCCTLHB doing the following: Making decisions in the best interests of people who use the service by acting with a view to (1) securing the needs of the people who use the services; (2) improving the quality of the services; (3) improving efficiency in the provision of the services; 
· Acting transparently, fairly, and proportionately; 
· Having regard to the Welsh Government’s Health Service Procurement: Statutory Guidance; and 
· having regard to the Wales Procurement Policy Statement published under section 14 of the 2023 Act. 

11.5	Procurement Procedures
11.5.1	To help towards ensuring that the JCCTLHB is compliant with the legislation governing public sector procurement in the UK, and Welsh Ministers’ guidance and policy, the Host Body LHB shall, through Procurement Services, ensure that it shall have procedures that set out: 

• requirements for, and exceptions to, formal competitive tendering (‘Goods and Non-Health Services Only’); 
• tendering processes including post tender discussions;discussions. 
• requirements and exceptions to obtaining quotations (‘Goods and Non-Health Services Only’); 
• evaluation and scoring methodologies; and 
• approval of firms for providing goods and services. 

11.5.2	All procurement procedures must comply with all relevant legislation, the Welsh Ministers’ guidance and the JLHBCC’s delegation arrangements and approval processes. 

11.6	Notification to Welsh Government and consent from the Welsh Ministers 
11.6.1	Schedule 1 details the requirement and notification process for entering into contracts. 

11.6.2	The provisions of Schedule 1 do not remove the requirement for the LHB the JCCT to comply with Standing Orders, SFIs or to obtain any other consents or approvals required by law for the transactions concerned. 

Planning 
11.7	Sustainable Procurement 
11.7.1	To further nurture the Welsh economy and in support of social, environmental, economic, and cultural goals in Wales, the JCCTLHB must also be mindful to structure requirements ensuring Welsh companies have the opportunity to transparently and fairly compete to deliver services regionally or across Wales where possible and within the legislative framework. The principles of the Well-being of Future Generations (Wales) Act 2015 (“the WBFG Act 2015”) should be adopted at the earliest stage of procurement planning. 

11.7.2	For example, the WBFG Act 2015 requires affected public bodies to act in a manner which seeks to ensure that the needs of the present are met without compromising the ability of future generations to meet their own needs. The WBFG Act 2015 also provides for a shared purpose through seven well-being goals for Wales which are indivisible from each other and explain what is meant by the well-being of Wales. 

11.7.3	The seven well-being goals are: 
• a prosperous Wales.; 
• a resilient Wales.; 
• a healthier Wales.; 
• a more equal Wales.; 
• a Wales of cohesive communities.; 
• a Wales of vibrant culture and thriving Welsh language; and 
• a globally responsible Wales. 

11.7.4	The WBFG Act 2015 puts in place a “sustainable development principle” which tells relevant public bodies how to go about meeting their well-being duty. Such bodies need to make sure that when making their decisions they take into account the impact they could have on people living in Wales now and in the future. The WBFG Act 2015 includes five principles that those public bodies need to think about to show they have applied the sustainable development principle, which by way of brief summarysummary are as follows: 

• Collaboration: acting in collaboration with any other person (or different parts of the body itself) that could help the body to meet its well-being objectives
• Integration: considering how the public body’s well-being objectives may impact upon each of the well-being goals, on their other objectives, or on the objectives of other public bodies.; 
• Involvement: the importance of involving people with an interest in achieving the well-being goals and ensuring that those people reflect the diversity of the area which the body serves.; 
• Long term: the importance of balancing short-term needs with the need to safeguard the long-term needs; and 
• Prevention: how acting to prevent problems occurring or getting worse may help public bodies meet their objectives. 

11.7.5	The JCCTLHB is required to consider the Welsh Government Guidance on Ethical Employment Practices in Public Sector Supply Chains and the Code of Practice on ethical employment in supply chains which includes aims to commit public, private and third sector organisations to a set of actions designed to eliminate modern slavery and support ethical employment practices. 

11.7.6	The JCCT LHB shall make use of the tools developed by Welsh Government Commercial Delivery team in implementing the principles of the WBFG Act 2015. The JCCTLHB shall benchmark its performance against the WBFG Act 2015. As detailed in WPPN 005, for the procurement of all contracts over £25,000, LHBs are required to the JCCT shall take into account the social, economic, environmental and cultural goals in the WBFG Act 2015 using the Sustainable Risk Assessment Template 

11.8	Small and Medium Sized Enterprises (SMEs), Third Sector Organisations (TSOs) and Supported Factories and Businesses (SFBs) 
11.8.1	In accordance with the ‘covered procurement’ objectives in the 2023 Act, Welsh Government’s commitments are set out in Welsh Government’s ‘technical guidance for covered procurement’ and the current and subsequent versions of the Wales Procurement Policy Statement (WPPS). The JCCTLHB shall ensure that it provides opportunities for SMEs, TSOs and SFBs to quote or tender for contracts. 

11.9	Planning Procurements 
11.9.1	The Chief CommissionerLHB must ensure that all staff with delegated budgetary responsibility or who are part of the procurement process for goods, services and works are aware of the legislative and policy frameworks and requirements governing public procurement. 

11.9.2	A process of planning all procurement exercises must be undertaken with the Procurement Services and an appropriate representative from the service and other appropriate stakeholders, (depending on the value, risk, and complexity of the procurement). The purpose of a planning phase is to determine: 
• the likely financial value of the procurement, including whole life cost.; 
• the likely ‘route to market’ which will consider the legislative and policy framework set out above.; 
• the availability of funding to be able to award a contract following a successful procurement process; and 
• that the procurement follows current legislative and policy frameworks including Value Based Procurement. 

11.9.3	The procurement specification should factor in the four principles of prudent healthcare: 
• equal partners through co-production;production. 
• care for those with the greatest health need first;first. 
• do only what is needed; and 
• reduce inappropriate variation. 

	For ‘Goods and Non-Health Services Only’ Value based outcome/experience/delivery principles must also be included where appropriate ensuring best value for money, sustainability of services and the future financial position. 

	For ‘In Scope Health Services Only’ Value Based Healthcare should be considered under the Key Criteria ‘Value’ where this is appropriate and applicable. Value for money is defined as the optimum combination of whole-life cost and quality to meet the requirement (and is also a core objective of the 2023 Act). 

11.9.4	Where free of charge services are made available to the JCCTLHB, Procurement Services must be consulted to ensure that any competition requirements are not breached, particularly in the case of pilot activity to ensure that the LHBHost Body does not unintentionally commit itself to a single provider or longer-term commitment. Regular reports on free of charge services provided to the JCCTLHB should be submitted to the Host Body’s Audit and Risk Committeeby the LHB Board Secretary to the Audit Committee.

11.9.5	The JCCLHB is required to participate in all-Wales collaborative planning activity where the potential to do so is identified by the procurement professional involved in the planning process. Cross sector collaboration may also be required. 

	Joint or Collaborative Initiatives 
11.9.6	Specialist advice should be obtained from Welsh Government’s Health and Social Care Finance Department, and the opinions of Procurement Services and NWSSP Legal and Risk prior to external opinion being sought, where there is an undertaking to commence joint or collaborative initiatives which may be deemed as novel or contentious. 

11.10 	Procurement Process 
11.10.1Where there is a requirement for goods or services, the manager must source those goods or services from the Host Body’sLHB’s approved catalogue. Where a required item is not included within the catalogue, advice must be sought from Procurement Services on opportunities to source those goods or services through public sector contract framework, such as those provided by the Welsh Government’s Commercial Delivery team, NHS Supply Chain or Crown Commercial Services. The use of suitable Welsh frameworks (where access is permissible) shall take precedence over frameworks led by public sector bodies located outside of Wales. 

11.10.2‘Goods and Non-Health Services Only’ - In the absence of an existing suitable procurement framework to source the required item, a competition must be operated in accordance with the 2023 Act and the table below. The Chief CommissionerLHB must ensure the value of their requirement considers cumulative spend across the LHB for like requirements and opportunity for collaboration with other NHS Wales Organisations. 

	[bookmark: _Hlk39594725]Goods/Services/Works
Whole Life Cost Contract value
(excl. VAT)
	Minimum competition1
	Form of Contract

	<£5,000

	Evidence of value for money has been achieved 
	Purchase Order 

	>£5,000 - <£25,000

	Evidence of 3 written quotations
	Simple Form of Contract/Purchase Order 

	>£25,000 – Prevailing OJEU threshold

	Advertised open call for competition. Minimum of 4 tenders received if available.    
	Formal contract and Purchase Order 

	>OJEU threshold

	Advertised open call for competition. Minimum of 5 tenders received if available or appropriate to the procurement route.    
	Formal contract and Purchase Order

	Contracts above £1 million	 
	Welsh Government approval required2
	Formal contract and Purchase Order



1 subject to the existence of suitable suppliers
[bookmark: _Hlk39594768]2 in accordance with the requirements set out in SFI 11.6.3.

11.11.1 Advice from the Procurement Services must be sought for all requirements in excess of £5,000. 

11.11.2 The deliberate sub-dividing of contracts to fall below a specific threshold is strictly prohibited. Any attempt to avoid these limits may expose the Host Body to risk of legal challenge and could result in disciplinary action against an individual[s].

11.11.3 Deliberate re-engagement of a supplier, where the value of the individual engagement is less than £5,000, must not be undertaken where the total value of engagements taken as a whole would exceed £5,000 and require competition.

11.12 [bookmark: _Toc55287169][bookmark: _Hlk52456933][bookmark: _Toc192928979][bookmark: _Toc193786693][bookmark: _Toc107900302][bookmark: _Toc107900491][bookmark: _Toc107900913][bookmark: _Toc107901000][bookmark: _Toc237673430][bookmark: _Toc240884308][bookmark: _Toc240450369][bookmark: _Toc240797560][bookmark: _Toc240801949][bookmark: _Toc241909273][bookmark: _Toc242500630][bookmark: _Toc242585926][bookmark: _Toc383684317]Designing Competitions 
11.12.1 [bookmark: _Toc55287170]The budget holder or manager responsible for the procurement is required to engage with the Procurement team to ensure:
· [bookmark: _Toc55287171]Required timescales are achievable.
· [bookmark: _Toc55287172]Specifications are drafted which:
· [bookmark: _Toc55287173]are fit for inclusion in competition documents.
· [bookmark: _Toc55287174]are drafted in a manner encouraging innovation by the market
· [bookmark: _Toc55287175]are capable of being responded to and do not narrow competition.
· [bookmark: _Toc55287176]deliver in line with legislative and policy frameworks.
· [bookmark: _Toc55287177]include robust performance measures to effectively measure and manage supplier performance, and  
· [bookmark: _Toc55287178]consider the ability of the market to deliver.

11.12.2 [bookmark: _Toc55287179]Appropriate performance measures are included in agreements awarded, thus ensuring best value for money decisions taken that return maximum benefit for the JCC and ultimately the improvement of patient outcomes and wider health and social care communities. 

11.12.3 [bookmark: _Toc55287180]Criteria for selecting suppliers and achieving an award recommendation must: 
· [bookmark: _Toc55287181]be appropriately weighted in consideration of quality/price
· [bookmark: _Toc55287182]consider cost of change where relevant
· [bookmark: _Toc55287183]be transparent and proportionate.
· [bookmark: _Toc55287184]deliver value for money outcomes.
· [bookmark: _Toc55287185]fully explore complexity/risk, and 
· [bookmark: _Toc55287186]consider whole life cost.

11.13 Single Quotation Application or Single Tender Application
11.13.1 In exceptional circumstances, there may be a need to secure goods / services / works from a single supplier. This may concern securing requirements from a single supplier, due to a special character of the firm, or a proprietary item or service of a special character. Such circumstances may include: 
· Follow-up work where a provider has already undertaken initial work in the same area (and where the initial work was awarded from open competition)
· A technical compatibility issue which needs to be met e.g. specific equipment required, or compliance with a warranty cover clause.
· a need to retain a particular contractor for genuine business continuity issues (not just preferences) or
· When joining collaborative agreements where there is no formal agreement in place. Request for such a departure must be supported by written evidence from the Procurement Service confirming local agreements will be replaced by an all Walesall-Wales competition / national strategy.

11.13.2 Procurement Services must be consulted prior to any such application being submitted for approval. The Director of FinanceDirector of Finance and Value must approve such applications up to £25,000. The Host Body’s Chief Executive of the Host Body is required to approve applications exceeding £25,000, in-line with the Host Body’s Standing Financial Instructions .Instructions. The recording and reporting of applications will be in-line with the Host Body’s Standing Financial Instructions and governance arrangements.

11.13.3 In all applications, through Single Quotation Application or Single Tender Application (SQA or STA) forms, the applicant must demonstrate adequate consideration to the Chief Commissioner and Director of FinanceDirector of Finance and Value, as advised by the Head of Procurement, that securing best value for money is a priority. The Head of Procurement will scrutinise and endorse each request to ensure:
· Robust justification is provided.
· A value for money test has been undertaken.
· No bias towards a particular supplier
· Future competitive processes are not adversely affected.
· No distortion of the market is intended. 
· An acceptable level of assurance is available before presentation for approval in line with the JCC Scheme of Delegation, and
· An ‘or equivalent’ test has been considered proving the request is justified.

11.13.4 Under no circumstances will Procurement Services endorse a retrospective SQA / STA, where the JCCT has already entered into an arrangement directly. 

11.13.2 The recording and reporting of SQA and STA will be in-line with the Host Body’s Standing Financial Instructions and governance arrangements.

11.13.7 No SQA/STA is required where the seeking of competition is not possible, nor would the application of the SQA/STA procedure add value to the process/aid the delivery of a value for money outcome. Procurement Manual details schedule of departures from SQA/STA where competition is not possible.
11.13.8 For performance monitoring purposes, the NWSSP Procurement Service will retain a central register of all such activity including SQA/STA’s not endorsed by Procurement or any exceptional matters. 
[bookmark: _Toc107900303][bookmark: _Toc107900492][bookmark: _Toc107900914][bookmark: _Toc107901001]
11.14 [bookmark: _Hlk52456981]Disposals
11.14.1 Disposal of surplus, obsolete equipment/consumables is also subject to the competition rules. 

11.14.2 [bookmark: _Hlk63779106]Obsolete or condemned articles and stores, which may be disposed of in accordance with applicable regulations and law at the prevailing time (e.g. Waste Electrical and Electronic Equipment (WEEE)) and the procedures of the Health Board making use of any agreements covering the disposal of such items.

11.14.3 Disposals will be undertaken in-line with the requirements set out within the Host Body’s Standing Financial Instructions. 

Approval & Award

11.15 [bookmark: _Hlk52456995]Evaluation, Approval and Award
11.15.1 The evaluation of competitions via quotation or tender, must be undertaken by a minimum of 2 evaluators from within the JCCT. Evaluation Teams for competitions of greater complexity and value must be multi-disciplinary and reach a consensus recommendation for internal approval.  

11.15.2 The internal approval of any recommendation to award a competition must follow the JCC’s Scheme of Delegation.

11.15.3 The communication of the external notification to the market to award the contract must be managed by the Procurement Service.

11.15.4 Information throughout the process must be handled and retained as ‘commercial in confidence’ and not shared outside of staff directly involved in the competition process.

11.15.5 All associated communication throughout the competition process must also be managed by the Procurement Service.

Implementation & Contract Management

11.16 [bookmark: _Toc240450370][bookmark: _Toc240797561][bookmark: _Toc240801950][bookmark: _Toc237673431][bookmark: _Toc240884309][bookmark: _Toc241909274][bookmark: _Toc242500631][bookmark: _Toc242585927][bookmark: _Toc383684318][bookmark: _Toc55287211]Contract Management
11.16.1 Contract Management is the process which ensures that both parties to a contract fully meet their respective obligations as effectively and efficiently as possible, in order toto deliver the business and operational objectives required by the contract and in particular, to achieve value for money. 
[bookmark: _Hlk40111926][bookmark: _Hlk40111945]The relevant budget holder, shall oversee and manage each contract on behalf of the JCCT so as toto ensure that these implicit obligations are met. This contract management will include:
· Retaining accurate records
· Monitoring contract performance measures
· Engaging suppliers to ensure performance delivery.
· Implementing contractual sanctions in the event of poor performance in conjunction with advice from Procurement Services, and
· Permitting stage payments as part of a formally agreed implementation / delivery plan which must be supported by written evidence issued by the budget holder.

11.16.2 Contract management on All Wales contracts will be provided by NWSSP Procurement Services.

11.16.3 Advice on best practice on Contract Management is available from NWSSP Procurement Services.
[bookmark: _Hlk40112008]
11.17 [bookmark: _Hlk52457028]Extending and Varying Contracts
11.17.1 Extending, modifying, or varying the scope of an existing contract is possible, if the provision to do so was included as an option in the original awarded contract, e.g. scope of requirement, further expenditure due to unforeseen circumstances, change in regulatory requirements, etc.

11.17.2 If there is no such provision, the Public Contracts Regulations 2015 define such limitations.  

11.17.3 The Public Contracts Regulations 2015 provide further constraints on this matter, under which modifications/variations/extensions are capped at 50% of the original award value.  

11.17.4 Further approval is not required to extend an agreement beyond the original term/scope where prior approval was granted as part of the procurement process.

11.17.5 If there was no provision to extend, further approvals are required from the JCCT and the local Head of Procurement. The JCC Team must also be mindful of the threshold under which the original contract was awarded. Any increase in the contract value may require a more senior level of approval in line with the Scheme of Delegation.  

11.17.6 This ensures an appropriate identification and assessment of potential risks to the compliance of approvals being granted within the Scheme of Delegation and assurance that value for money continues to be delivered from public funds. 

11.17.7 The JCCT must seek advice from NWSSP Procurement Services in advance of committing further expenditure to ensure the contract is reflective of requirements. The JCC Team must assess whether there is sufficient evidence to support the justification and whether the budget is available to support the additional requirements.

Transactional Processes

11.18 Requisitioning
11.18.1 In choosing the item to be supplied (or the service to be performed) the JCCT shall always obtain the best value for money. The JCCT will source those goods or services from the approved catalogue.  Where a required item is not included within the catalogue, advice must be sought from the Procurement Services on opportunities to source those goods or services through public sector contract framework, such as National Procurement Service, NHS Supply Chain or Crown Commercial Services. 

11.18.2 Where a required item is not on catalogue or on framework contract the JCCT shall request the NWSSP Procurement Services to undertake quotation / tendering exercises on their behalf in line with SFI 11.11 thresholds. 

11.18.3 All orders for goods and services must be accompanied by an official order number, available from the Procurement Department. In no circumstances must a requisition number be used as an order number.

[bookmark: _Hlk52457070]11.19  No Purchase Order, No Pay  
11.19.1 The JCCT will ensure compliance with the ‘No Purchase Order, No Pay’ policy, the All WalesAll-Wales policy which was introduced to ensure that Procure to Pay continues to provide world-class services on a ‘Once for Wales’ basis.

11.19.2 The policy ensures that a purchase order is raised at the beginning of a purchase in circumstances where a purchase order is required under the policy. This follows industry standard best practice as it provides a commitment as to what is likely to be spent. The supplier must obtain a purchase order number for their invoice in order for it to be processed for payment.

11.20 [bookmark: _Hlk52457080]Official orders
11.20.1 Official Orders, issued following approved requisition and sourcing, must:
a) Be consecutively numbered.
b) State the terms and conditions of trade.

[bookmark: _Toc107900915][bookmark: _Toc107901002][bookmark: _Toc240450371][bookmark: _Toc240797562][bookmark: _Toc257719403][bookmark: _Toc240801951][bookmark: _Toc237673432][bookmark: _Toc240884310][bookmark: _Toc241909275][bookmark: _Toc242500632][bookmark: _Toc242585928][bookmark: _Toc331768188][bookmark: _Toc339279545]11.20.2 Official Orders will be issued on behalf of the JCCT by NWSSP Procurement Services.

12. HEALTH CARE AGREEMENTS AND CONTRACTS FOR HEALTH CARE SERVICES 

12.1 [bookmark: _Toc240450372][bookmark: _Toc240797563][bookmark: _Toc257719404][bookmark: _Toc240801952][bookmark: _Toc240884311][bookmark: _Toc241909276][bookmark: _Toc242500633][bookmark: _Toc242585929][bookmark: _Toc331768189][bookmark: _Toc339279546][bookmark: _Toc192929009][bookmark: _Toc193786723]Health Care Agreements 
12.1.1 The JCC will commission healthcare services for the resident population of all Local Health Boards, both from the LHB provided services and from Trusts and other providers. The Chief Commissioner is responsible for ensuring the JCC enters into suitable Health Care Agreements, Individual Patient Commissioning Agreements and Contracts with service providers for health care services. These agreements will be entered to in the name of the Host Body, andBody and authorised in line with the Host Body’s Scheme of Delegation. 

12.1.2 All Health Care Agreements, Individual Patient Commissioning Agreements and Contracts should aim to implement the agreed priorities contained within the Integrated Medium-Term Plan and wherever possible, be based upon integrated care pathways to reflect expected patient experience.  In discharging this responsibility, the Chief Commissioner should take into accountconsider:
· The standards of service quality expected.
· The relevant quality, governance and risk frameworks and plans
· The relevant national service framework (if any)
· The provision of reliable information on quality, volume, and cost of service and
· That the agreements are based on integrated care pathways.

	All agreements must be in accordance with the functions delegated to the JCC by the Welsh Ministers.

12.2 [bookmark: _Toc240450373][bookmark: _Toc240797564][bookmark: _Toc257719405][bookmark: _Toc240801953][bookmark: _Toc240884312][bookmark: _Toc241909277][bookmark: _Toc242500634][bookmark: _Toc242585930][bookmark: _Toc331768190][bookmark: _Toc339279547]Statutory provisions
12.2.1 The National Health Service (Wales) Act 2006 (c.42) enables Health Boards to commission certain healthcare services.  The JCC commissions services on behalf of the seven health Boards, and the Hhost BodyLHB enters into these contracts.  Further information is available in paragraph 12.2 of the Local Health Board SFI’s and these provisions may extend to the JCC with regard to those services delegated to the JCC.

12.3 [bookmark: _Toc240450374][bookmark: _Toc240797565][bookmark: _Toc257719406][bookmark: _Toc240801954][bookmark: _Toc240884313][bookmark: _Toc241909278][bookmark: _Toc242500635][bookmark: _Toc242585931][bookmark: _Toc331768191][bookmark: _Toc339279548][bookmark: _Hlk52463815]Reports to Committee on Health Care Agreements (HCAs)
12.3.1 The Chief Commissioner will need to ensure that regular reports are provided to the JCC detailing performance, quality and associated financial implications of all health care agreements. These reports will be linked to, and consistent with, other Committee reports on commissioning and financial performance.
[bookmark: _Hlk52463838]
12.4 [bookmark: _Toc240450375][bookmark: _Toc240797566][bookmark: _Toc257719407][bookmark: _Toc339279549]Tendering for supply of health care services
12.4.1 Where the JCC is required or elects to invite quotes or tenders for the supply of healthcare services, the Hhost Body’sLHBs SFIs in relation to procurement shall apply in relation to such competitive exercises.

12.4.2 The procurement arrangements surrounding the provision of healthcare services is a complex area and as such legal advice must be secured where there is doubt over the applicability or not of applying competitive processes. Further guidance is provided in the Hhost Body’sLHBs SFI, Annex A.

13. GRANT FUNDING

13.1 Policies and procedures
13.1.1 The Hhost BodyLHB shall be responsible for all aspects of the grant funding process on behalf of the JCC.  Further details can be found in section 13 of the Hhost LHBs Body’s SFIs.

14. [bookmark: _Toc107900304][bookmark: _Toc107900493][bookmark: _Toc107900916][bookmark: _Toc107901003][bookmark: _Toc240450376][bookmark: _Toc240797567][bookmark: _Toc257719408][bookmark: _Toc240801956][bookmark: _Toc237673433][bookmark: _Toc240884314][bookmark: _Toc241909279][bookmark: _Toc242500636][bookmark: _Toc242585932][bookmark: _Toc331768192][bookmark: _Toc339279550][bookmark: _Toc192394582][bookmark: _Toc192929028][bookmark: _Toc193786742]PAY EXPENDITURE 
[bookmark: _Toc192394583][bookmark: _Toc192929029][bookmark: _Toc193786743][bookmark: _Toc107900305][bookmark: _Toc107900494][bookmark: _Toc107900917][bookmark: _Toc107901004]
14.1 [bookmark: _Hlk52463889][bookmark: _Toc240450377][bookmark: _Toc240797568][bookmark: _Toc257719409][bookmark: _Toc240801957][bookmark: _Toc237673434][bookmark: _Toc240884315][bookmark: _Toc241909280][bookmark: _Toc242500637][bookmark: _Toc242585933][bookmark: _Toc331768193][bookmark: _Toc339279551]Appointments and Remuneration 
14.1.1 Appointments to the JCC shall be in accordance with section 1.4 of the JCC SOs and the NHS Wales Joint Commissioning Committee (Wales) Regulations 2024.

14.1.2 All other appointments or recruitments to the JCCT (including the Chief Commissioner) and any remuneration or employment contract related matters shall be dealt with by the hHost BodyLHB on behalf of the JCC in accordance with the Hhost LHBs Body’s own SOs and SFIs.

14.1.3 [bookmark: _Toc240801962]Further details of the Hhost LHBs Body’s responsibilities can be found in section 14 of the hHost LHBs Body’s SFIs.

15. [bookmark: _Toc192394599][bookmark: _Toc192929045][bookmark: _Toc193786759][bookmark: _Toc107900317][bookmark: _Toc107900506][bookmark: _Toc107900929][bookmark: _Toc107901016][bookmark: _Toc240450389][bookmark: _Toc240797580][bookmark: _Toc257719417][bookmark: _Toc240801969][bookmark: _Toc237673446][bookmark: _Toc240884327][bookmark: _Toc241909292][bookmark: _Toc242500649][bookmark: _Toc242585945][bookmark: _Toc331768205][bookmark: _Toc339279559]CAPITAL PLAN, CAPITAL INVESTMENT, FIXED ASSET REGISTERS AND SECURITY OF ASSETS 

15.1 [bookmark: _Toc257719418][bookmark: _Toc339279560]General 
15.1.1 The funding delegated by the JCC is mostly revenue in nature, however in the event thatif it is required all Capital plans, and annual capital programmes, must be approved by the JCC before the commencement of a financial year and should be in line with the objectives set out in the approved Integrated Medium-Term Plan (IMTP) for the organisation. The actual capital plan and programmes must be delivered within capital finance resource limits.
	
15.1.2 [bookmark: _Toc192394601]Any capital plans, and capital investment and expenditure incurred, by the JCC or the JCCT shall be dealt with in accordance with section 15 of the Hhost LHBs Body’s SFIs. This includes the recording and safeguarding of assets.

16. [bookmark: _Toc192394609][bookmark: _Toc192929054][bookmark: _Toc193786768][bookmark: _Toc107900326][bookmark: _Toc107900515][bookmark: _Toc107900938][bookmark: _Toc107901025][bookmark: _Toc240450398][bookmark: _Toc240797589][bookmark: _Toc257719419][bookmark: _Toc240801978][bookmark: _Toc237673455][bookmark: _Toc240884336][bookmark: _Toc241909301][bookmark: _Toc242500658][bookmark: _Toc242585954][bookmark: _Toc331768214][bookmark: _Toc339279561]LOSSES AND SPECIAL PAYMENTS

16.1 [bookmark: _Toc192394611][bookmark: _Toc192929056][bookmark: _Toc193786770][bookmark: _Toc107900328][bookmark: _Toc107900517][bookmark: _Toc107900940][bookmark: _Toc107901027][bookmark: _Toc240450400][bookmark: _Toc240797591][bookmark: _Toc257719420][bookmark: _Toc240801980][bookmark: _Toc237673457][bookmark: _Toc240884338][bookmark: _Toc241909303][bookmark: _Toc242500660][bookmark: _Toc242585956][bookmark: _Toc331768216][bookmark: _Toc339279562]Losses and Special Payments	
16.1.1 Losses and special payments are items that the Welsh Government would not have contemplated when it agreed funds for NHS Wales or passed legislation. By their nature they are items that ideally should not arise. They are therefore subject to special control procedures compared with the generality of payments, and special notation in the accounts to draw them to the attention of the Welsh Government.

16.1.2 The Director of FinanceDirector of Finance and Value is responsible for ensuring procedural instructions on the recording of and accounting for losses and special payments are in place; and that all losses or special payments cases are properly managed in accordance with the guidance set out in the Welsh Government’s Manual for Accounts.  

16.1.3 Any officer discovering or suspecting a loss of any kind must either immediately inform their head of department, who must immediately inform the Chief Commissioner and/or the Director of FinanceDirector of Finance and Value or inform an officer charged with responsibility for responding to concerns involving loss. This officer will then appropriately inform the Director of FinanceDirector of Finance and Value and/or the Chief Commissioner. 

16.1.4  Where a criminal offence is suspected, the Director of FinanceDirector of Finance and Value must liaise with the Executive Director of Finance of the Hhost and the Hhost LHB’s Body’s Counter Fraud Service to determine the next immediate action including when to  inform the police if theft or arson is involved.  In cases of fraud and corruption or of anomalies which may indicate fraud or corruption, the Director of FinanceDirector of Finance and Value must inform the Hhost LHBs Body’s Local Counter Fraud Specialist (LCFS) and the Counter Fraud Service (CFS) Wales Team in accordance with Directions issued by the Welsh Ministers on fraud and corruption.

16.1.5 The Director of FinanceDirector of Finance and Value or the Hhost Body’s LCFS must notify the Audit and Risk Committee dealing with JCC matters, the Auditor General for Wales’ representative and the fraud liaison officer within the Welsh Government’s Health and Social Services Group Finance Directorate of all frauds.

16.1.6 For losses apparently caused by theft, arson, neglect of duty or gross carelessness, except if trivial, the Director of FinanceDirector of Finance and Value must notify: 
a) The Audit and Risk Committee on behalf of the JCC, 
b) The hHost Bbody Executive Director of Finance and LCFS, and
c) An Auditor General for Wales’ representative.

16.1.7 The Director of FinanceDirector of Finance and Value shall be authorised to take any necessary steps to safeguard the JCC’s and the Hhost LHBs Body’s interests in bankruptcies and company liquidations.

16.1.8 The Director of FinanceDirector of Finance and Value shall ensure all financial aspects of losses and special payments cases are properly registered and maintained on the centralised Losses and Special Payments Register and that ‘case write-off’ action is recorded on the system (i.e. case closure date, case status, etc.). The Director of FinanceDirector of Finance and Value must consult with and notify the Executive Director of Finance of the Host Bbody on all losses and special payments.

16.1.9 The Host Body’s Audit and Risk Committee shall approve the writing-off of losses or the making of special payments within delegated limits determined by the Welsh Ministers and as set out by Welsh Government in its Losses and Special Payments guidance as detailed in in Annex 3 of the JCC SOs.

16.1.10 For any loss or special payments, the Director of FinanceDirector of Finance and Value should consider whether any insurance claim could be made from the Welsh Risk Pool or from other commercial insurance arrangements.

16.1.11 No losses or special payments exceeding delegated limits shall be authorised or made without the prior approval of the Executive Director of Finance of the Host Body and the Health and Social Services Group’s Director of Finance.

16.1.12 All novel, contentious and repercussive cases must be notified to the Executive Director of Finance of the Host Body and referred to the Welsh Government’s Health and Social Services Group’s Finance Directorate, irrespective of the delegated limit.

16.1.13 The reporting of all losses and special payments will be in-line with the Host Body’s Standing Financial Instructions and governance arrangements.

16.1.14 The JCC must obtain approval of the Executive Director of Finance of the Host Body and the Health and Social Services Group Director General’s approval for special severance payments.

16.1.15 The Host Body LHB must notify the JCCT of any changes to the reporting and approval requirements in respect of losses and special payments in order to facilitate full compliance with the Host Body’s hosts SFIs.

  

17. [bookmark: _Toc192394612][bookmark: _Toc192929057][bookmark: _Toc193786771][bookmark: _Toc107900329][bookmark: _Toc107900518][bookmark: _Toc107900941][bookmark: _Toc107901028][bookmark: _Toc240450401][bookmark: _Toc240797592][bookmark: _Toc257719421][bookmark: _Toc240801981][bookmark: _Toc237673458][bookmark: _Toc240884339][bookmark: _Toc241909304][bookmark: _Toc242500661][bookmark: _Toc242585957][bookmark: _Toc331768217][bookmark: _Toc339279563]DIGITAL, DATA and TECHNOLOGY

17.1 Digital Data and Technology
17.1.1 The JCC and the JCCT shall operate within the guidance set out in section 18 of the Hhost LHBs Body’s SFIs.

18. [bookmark: _Toc192394635][bookmark: _Toc192929079][bookmark: _Toc193786793][bookmark: _Toc107900340][bookmark: _Toc107900529][bookmark: _Toc107900952][bookmark: _Toc107901039][bookmark: _Toc240450415][bookmark: _Toc240797606][bookmark: _Toc257719423][bookmark: _Toc240801995][bookmark: _Toc237673469][bookmark: _Toc240884353][bookmark: _Toc241909318][bookmark: _Toc242500675][bookmark: _Toc242585971][bookmark: _Toc331768231][bookmark: _Toc339279565]RETENTION OF RECORDS
[bookmark: _Toc192394636][bookmark: _Toc192929080][bookmark: _Toc193786794][bookmark: _Toc107900341][bookmark: _Toc107900530][bookmark: _Toc107900953][bookmark: _Toc107901040]
18.1 [bookmark: _Toc240450416][bookmark: _Toc240797607][bookmark: _Toc257719424][bookmark: _Toc240801996][bookmark: _Toc237673470][bookmark: _Toc240884354][bookmark: _Toc241909319][bookmark: _Toc242500676][bookmark: _Toc242585972][bookmark: _Toc331768232][bookmark: _Toc339279566]Responsibilities of the Chief Commissioner and Host Chief Executive of the Host Body
18.1.1 The Host Chief Executive of the Host Body is the accountable officer for the retention of records and the associated statutory duties. The Chief Commissioner is responsible to the Host Chief Executive of the Host Body in respect of retention of records in order forfor the Host Chief Executive of the Host Body to discharge their statutory body accountability for this function.

18.1.2 The Chief Commissioner shall have delegated responsibility from the Host Body in respect of  maintainingof maintaining archives for all records. in respect of JCC matters, in-line with the Host Body’s Policy on Records Management.

18.1.3 The records held in archives shall be capable of retrieval by authorised persons.

18.1.4 Records held in accordance with regulation shall only be destroyed in-line with the Host Body’s Policy on Records Management and Schedule for the Retention and Destruction of Records.



SCHEDULE 1

GENERAL CONSENT TO ENTER INDIVIDUAL CONTRACTS

This schedule included as “General Consent to enter individual contracts” replaces all previous versions of Schedule 1 and should be read in conjunction with the revised Model Standing Financial Instructions (SFI’s) issued in relation to Chapter 11 for Local Health Boards and NHS Trusts and Chapter 12 for Health Education and Improvement Wales (HEIW) and Digital Health and Care Wales (DHCW). 

PROCESSES FOR NHS WALES CONTRACTS, AND INTERESTS IN PROPERTY 

Paragraph 13 of Schedule 2 to the National Health Service (Wales) Act 2006 states as follows: 

“(1) Subject to sub-paragraph (3), a Local Health Board may do anything which appears to it to be necessary or expedient for the purposes of or in connection with its functions. 

(2) In particular it may— 
(a) acquire and dispose of property, 
(b) enter into contracts, 
(c) accept gifts of property (including property to be held on trust, either for the general or any specific purposes of the JCCT or for any purposes relating to the health service). 

(3) A Local Health Board may not do anything mentioned in sub-paragraph (2) without the consent of the Welsh Ministers (which may be given in general terms covering one or more descriptions of case).” 

Section 10.1 of the NHS Wales Infrastructure Investment Guidance issued on 22 October 2018 (“the Investment Guidance”) includes the following in relation to Local Health Boards: 

“Contract approvals over £1m for individual schemes will be sought as part of the normal business case submission process where funding from the NHS Capital Programme is required. For schemes funded via discretionary allocations, a request for approval will need to be submitted to Chief Executive NHS Wales, copying in the Deputy Director of Capital, Estates & Facilities Division. 

Detailed arrangements in respect of approval process linked to the acquisition and disposal of leases, where consent does not form part of the business case process are included in Welsh Health Circular WHC(2015)031. Organisations should ensure that the monitoring arrangements and the requisite forms and returns are included as part of their own assurance arrangements.” 

This is also to be regarded as being applicable to HEIW and DHCW, which were both established after the two WHC’s mentioned above were issued. 

Section 10.2 of the Investment Guidance includes the following in relation to Trusts:

“Whilst formal Cabinet Secretary consent is not required for Trusts as detailed above, general consent arrangements are still applicable in terms of relevant transactions. Detailed requirements in terms of appropriate notifications were sent in the Welsh Health Circular referenced above.” 

Section 11 of the Investment Guidance also includes provision as to disposals and property protocols. 

Welsh Health Circular WHC (2015) 031 issued 22 June 2015 includes arrangements for consent to acquire or dispose of a lease in property (where not covered by any business case approval process. 

That WHC is also to be regarded as being applicable to HEIW and DHCW in the same way as it applies to LHBs. 

Entering into contracts 

This schedule confirms to all NHS Wales bodies that the authorisation and consideration of notified contracts and applications for the acquisition or disposal of a lease or any interest in property are delegated to the Director General, Health Social Care and Early Years. 

The Director General may, as with any other matter relating to the operation of the NHS in Wales, brief the Cabinet Secretary for Health and Social Care on any arrangement of particular policy note, or with a novel, contentious or innovative nature. 

Accordingly, any issues relevant to the exercise of the Cabinet Secretary for Health, and Social Care’s consent will, as a matter of course, be drawn to his attention. 

The process which NHS Wales bodies entering into contracts must follow is: 

• All NHS contracts (unless exempt) >£1m in total to be notified to the Director General HSCEY prior to tendering for the contract; 
• All eligible LHB and HEIW and DHCW contracts >£1m in total to be submitted to the Director General HSCEY for consent prior to award; 
• All eligible NHS Trust contracts >£1m in total to be submitted to the Director General HSCEY for notification prior to award; and 
• All eligible NHS contracts >£0.5m in total to be submitted to the Director General HSCEY for notification prior to award. 

The requirement for consent does not apply to any contracts entered into pursuant to a specific statutory power, and therefore does not apply to: 

i) Contracts of employment between LHBs, HEIW, or DHCW and their staff;
 
ii) Transfers of land or contracts effected by Statutory Instrument following the creation of LHBs, HEIW, or DHCW;

iii) Out of Hours contracts; 

iv) All NHS contracts; that is where one health services body contracts with another health service body; 

(v) Contracts entered into by HEIW for services which are the consequences of annual commissioning approved by the Cabinet Secretary e.g. annual education and training commissioning also do not require further Ministerial notification or consent; and 

(vi) Contracts between £500k - £1 million (for noting) and £1 million + (for approval). 

a) Wales Public Sector Framework Agreements e.g., Frameworks established by the Welsh Government’s Commercial Delivery team or NWSSP (not exhaustive) – no written approval required to award contracts under these Frameworks through a direct award or mini competition. 

b) Third-Party Public-Sector Framework Agreements e.g., Frameworks established by Crown Commercial Services, NHS Supply Chain (not exhaustive) – no further approval required to award contracts under these Frameworks through a direct award. Approval will however be required for award of contracts under these Framework Agreements through minicompetition or where the specification of the product/service required is modified from that stated within the Framework Agreement. 

For non-capital contracts requiring DG approval, the request for approval or notification should be sent to Rob Eveleigh in the Financial Control and Governance team : Robert.Eveleigh@gov.wales
36
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Foreword 
 
 
This version of the NHS Wales Audit Committee Handbook is a revision of the 
Handbook that was issued in 2011.   
 
The successful introduction of a revised NHS in Wales in 2009 has been supported 
by the development of stronger and simpler governance. This has been designed to 
ensure that throughout the NHS, the right people are in the right roles, doing the right 
things in the right way.  
 
This new edition of the handbook embraces key governance principles and 
increases and promotes the need for explicit assurance about risk, quality and 
safety, control and governance within organisations.   
 
It provides guidance on the purpose, role and responsibilities of Audit Committees 
and highlights key principles and good practice to support organisations to improve 
risk management, internal control and governance.   
 
The handbook has been developed with the help and support of Internal Audit 
colleagues, Board Secretaries, Clinical Governance Support and Development Unit 
and colleagues from Wales Audit Office, Healthcare Inspectorate Wales and Welsh 
Government. 
 
We would also like to acknowledge the work of HfMA and the Department of Health, 
since we have drawn on the 2011 version of the NHS Audit Committee Handbook 
published by HfMA in the revision of this NHS Wales version.  
 
Further information on governance can be accessed via: 
www.nhswalesgovernance.com   
 
 
 
 



http://www.nhswalesgovernance.com/�
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Introduction  
 
The model Terms of Reference in this handbook guide NHS Boards and Audit 
Committees to consider their approach to the scrutiny of the establishment and 
maintenance of an effective system of governance1


 


, risk management and internal 
control. This is consistent with the role of NHS Boards in embedding good 
governance, as well as recognising developments in healthcare management and 
broader corporate governance. To carry this out effectively the Committee:  


• Must have detailed terms of reference and operating arrangements, which are 
formally approved by the Board. These must set out its governance and ways 
of working; 


• Must work together with other key committees, including the Quality & Safety 
Committee and the Mental Health Committee to seek and provide assurance  
on all aspects of governance, including quality and safety; 


• Build its work programme around a system of assurance2


• Will review the establishment and maintenance of an effective system of good 
governance, risk management and internal control, across the whole of the 
organisation’s activities (both clinical and non-clinical) which supports the 
achievement of the organisation’s objectives; 


 that is ‘fit for 
purpose’; 


• Needs to maintain a focus on achieving high quality and safe healthcare 
services within strong financial management that which underpins operational 
developments; and 


• Needs to look at the way in which it works and consider how it can be more 
effective. 


 
This handbook is designed to assist Audit Committees in the effective performance 
of their function.  The handbook is divided into five sections which cover the: 
 


• Corporate significance of an effective Audit Committee; 
• Importance of the system of assurance and the ways in which the Audit 


Committee can ensure this works effectively for the organisation; 
• Audit Committee’s specific role in reviewing the performance of its functions; 
• Guidance on working with providers of assurance and the relationship with 


other committees; and 
• Practical advice on the operation of the Committee itself.  


 
 


                                                   
1 Governance is defined in the NHS Wales Governance e-Manual as "A system of accountability to 


citizens, service users, stakeholders and the wider community, within which healthcare 
organisations work, take decisions and lead their people to achieve their objectives." 


 
2 A system of assurance is a framework / set of arrangements which enables the organisation to 


ensure it has the right focus, behaviours and ways of working to ensure the sustainable 
achievement of its objectives in accordance with legal and other requirements. 
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Section 1: The need for an Audit Committee 
 


1.1 Audit Committees in the NHS  
 
The Codes of Conduct and Accountability for NHS Boards and the Code of Conduct 
for NHS Managers Directions 2006 [WHC (2006) 090] establishes the requirement 
for every NHS Board to establish an Audit Committee, and this has been 
incorporated into the Standing Orders for Local Health Boards and Trusts (See 
Appendix A). That requirement remains in place today and reflects not only 
established best practice in the private and public sectors, but the constant principle 
that the existence of an independent Committee is a central means by which a Board 
ensures effective internal control arrangements are in place. In addition, the 
Committee provides an independent check upon the executive arm of the Board. 
 
NHS Board members have a significant and challenging task in overseeing some of 
the largest and most complex organisations in the country. To fulfil this role it is the 
Board’s responsibility to put in place governance structures and processes to: 
 


• Seek assurance on services provided; 
• Ensure that the organisation operates effectively and meets its strategic 


objectives; and 
• Provide the Board, citizens and partners with assurance that this is the case. 


 
However, even the best structures and processes can let down an organisation if 
they and the assurances they provide are not operated with sufficient rigour. Boards 
can, and should, look to their Audit Committee to review and report on the relevance 
and rigour of the governance structures in place and the assurances the Board 
receives. 
 
Whilst all staff have a part to play in managing and mitigating risk, overall 
accountability for the effectiveness of an organisation’s risk management 
arrangements rests with the Board. The Board needs to reduce threats to the 
achievement of its strategic objectives, and monitor how that is done. The Audit 
Committee can support the Board in this area by: 
 


• Seeking and providing assurance  that controls are in place and are working 
as designed; and 


• Challenging poor sources of assurance. 
 


1.2 The role of the Audit Committee  
 
The Audit Committee supports the Board by critically reviewing governance and 
assurance processes on which the Board places reliance. At the corporate level 
these will include a risk management system and a performance management 
system underpinned by an effective system of assurance. 
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The system of assurance is the ‘lens’ through which the Board uses to discharge its 
duties. The key questions Board members need to ask are: 
 


• ‘What are the risks to achieving the organisation’s strategic objectives?’ 
• ‘What don’t we know that we need to know?’ 
• ‘What are we doing to address weaknesses and share good practice?’ 


 
No Audit Committee can afford to limit itself to focus on internal financial control 
matters. The importance of financial scrutiny has not diminished but the need for 
rigorous control over all activities requires a wider focus by the Audit Committee,  
 
Therefore the Committee has a relatively broad role, encompassing:  
 


• A focus on the key purpose of the organisation to deliver safe and effective 
services and to meet the broad range of stakeholder needs; 


• Internal control matters;  
• The maintenance of proper accounting records; and 
• Reviewing the overall assurance mechanism of the organisation, both clinical 


and non-clinical.  
 
There are two key areas on which the Audit Committee should provide assurance to 
the Board: 
 


• On the organisation’s assurance system; and 
• On the public disclosure statements that flow from the assurance processes, 


including the Annual Governance Statement3 and the Annual Quality 
Statement4


 
. 


The Committee’s work will predominantly focus upon the risks, controls and related 
assurances that make up the assurance system which underpins the delivery of the 
organisation’s objectives. Therefore it has a pivotal role to play in seeking and 
providing assurance on the organisations activities, and delivery of its objectives. In 
particular this covers the Governance Statement, which should come to the 
Committee before being submitted for approval and sign-off to the Board.  
 


                                                   
3 The Annual Governance Statement is published with each organisation’s Annual Report and 


Accounts and draws together the elements of governance, risk management and control to ensure 
these aspects are more consistently and coherently reported. The Statement should be assembled 
from work through the year to gain assurance about performance and insight into the organisation’s 
risk profile, its responses to the identified and emerging risks and its success in tacking them. 


 
4 From 2012/13 each organisation will publish an Annual Quality Statement with their Annual Report 


to provide a comprehensive source of information and assurance to the public on the quality of local 
services. The Statement brings together a summary of improvements made in the quality of care, 
specific delivery plans, local services and priorities with signposts to more detailed information on 
achievements, including those made in response to areas of concern. The Statement will have 
some mandated content to ensure national consistency as well as locally determined content to 
ensure that any relevant local issues are highlighted. 
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It is clearly the job of Executive Directors and the Accountable Officer5


 


 to establish 
and maintain processes for governance, on behalf of the Board. The Committee 
independently monitors, reviews and reports to the Board on the processes of 
governance and, where appropriate, facilitates and supports the attainment of 
effective processes. 


1.3 The work of the Audit Committee 
 
The Committee needs to gain a clear understanding of the broad framework of 
governance in the organisation, particularly with regard to what other committees are 
doing. The starting point for this is to ensure that the overall process for governance 
has been established and is operating effectively. The Committee should use the 
system of assurance for planning its work. The Committee, therefore, needs to 
spend time ensuring that the assurance system provides complete coverage of the 
organisation, at a strategic level, and that the identification of controls and 
assurances that form part of the system are reasonable.  
 
The Committee should concentrate on the high risk areas, either where the inherent 
risk is high and the level of dependency upon the operation of controls is critical, or 
where the residual risk is high and the situation needs monitoring.  
 
The Committee should use both management and auditors to gain assurance that 
risk is being effectively managed. This means assuring in a number ways and 
formats that the controls are effective and the level of risk is acceptable, or that 
action is being taken to address the risk. 
 
The Committee must ensure that actions agreed at its meetings are carried out. It is 
helpful to use an action plan that details all agreed actions – this can be scrutinised 
at every meeting to ensure that actions are completed on time and to a satisfactory 
level. Actions are retained on the plan until completed. 
 


1.4 System of Assurance   
 
The Audit Committee’ primary role is to ensure the system of assurance is valid and 
suitable for the Board’s requirements. The Audit Committee should review whether: 
 


• The system of assurance  is appropriate for the organisation; 
• Processes to seek and provide assurance are robust and relevant; 
• The controls in place are sound and complete; 
• Assurances are reliable and of good quality; and 
• Assurances are based on reliable, accurate and timely information and data. 


 


                                                   
5 The Director of Shared Services is the Accountable Officer for Shared Services and individual Local 


Health Board and NHS Trust Chief Executives are the Accountable Officers for their respective 
organisations.  
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The Audit Committee is a key source of assurance to the Board that the organisation 
has effective controls in place to manage the significant risks to achieving its 
strategic objectives and that controls are operating effectively. This is described in 
more detail in Section 2. 
 


1.5 Public Disclosure statements  
 
The Audit Committee also has a pivotal role to play in reviewing the public disclosure 
statements that flow from the organisation’s assurance process. In particular these 
comprise the following: 
 


• The Annual Report and Accounts; 
• The Annual Governance Statement (informed by the Head of Internal Audit 


Opinion); and 
• The reports on quality and safety, including the Annual Quality Statement. 


 
These and similar statements should be reviewed by the Audit Committee prior to 
submission to the full Board. The Audit Committee will seek assurance about the 
rigour of the processes and the quality of the data which lie behind the statements 
and provide its own assurance about the reliability of the disclosures when they are 
subsequently submitted to the Board for approval. This is described in more detail in 
Section 3. 
 


1.6 What the Audit Committee does NOT do 
 
The Committee should focus on its key functions and responsibilities as set out in 
this Handbook. 
 
In particular, it is not the job of the Audit Committee to establish and maintain 
processes for governance, risk management and internal control. This is the 
responsibility of Executive Directors and the Accountable Officer (the organisation’s 
Chief Executive). 
 
The Audit Committee does not oversee operational details of risk management. The 
organisation will have an executive structure for this. Risk is explored further in 
Sections 2.3 and 4.1. 
 


1.7 Committee authority 
 
The Committee should have sufficient authority to exercise its functions in 
accordance with this handbook. It should be constituted as a committee of the Board 
and the terms of reference should form part of the Board’s Standing Orders.   
 
The Committee should have explicit authority to receive full access to information 
and require officers to attend its meetings; and the ability to investigate any matters 
within its terms of reference, including the right to independent professional advice. 







12 


The Board should ensure that the Committee receives the resources that it needs to 
fulfil its role.  
 
The Committee Chair must have appropriate access to Chair of the Board, Head of 
Internal Audit, External Auditors and others such as Healthcare Inspectorate Wales.  
 
Membership of the Committee should be disclosed in the annual report.  
 


1.8 Committee relationships with auditors 
 
The Audit Committee’s relationship with the organisation’s internal and external 
auditors is central to its role, as they can provide both assurance and insight into the 
management arrangements within the organisation. The Head of Internal Audit is 
required to provide the Board with an annual opinion on the overall adequacy and 
effectiveness of the organisation’s risk management, control and governance 
processes. To support their wider role, Audit Committees also seeks assurance on 
relevant clinical activity, such as the clinical audit plan (see section 2.10). These 
relationships, as well as those with counter fraud, are explored more fully in Section 
4, which also refers to the Audit Committee’s role in monitoring the quality of internal 
and external audit work. 
 


1.9 Reporting to the Board 
 
Audit Committee meetings and their minutes should be formal. The minutes should 
be presented at the following Board and these should be made public, as far as 
possible. 
 
The Board should agree with the Audit Committee what assurance it requires and 
when it needs to receive them.  
 
The Audit Committee should also provide the Board with written and verbal reports 
of its work and the assurances that have been received and validated.  
 
The Committee will provide the Board with an annual report on its work (see also 
section 3.4). 
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Section 2: The Audit Committee and the system of assurance 
 


2.1 Focusing the work of the Audit Committee. 
 
This section expands on the Committee’s role in relation to the system of assurance. 
Seeking and providing assurance is the key source of evidence that links strategic 
objectives to risks, controls, safeguards and assurances, and the main source that 
the Board should use in discharging its overall responsibility for internal control. The 
primary role of an Audit Committee is to continually review the relevance and rigour 
of the system of assurance and the arrangements surrounding it. The Committee 
should use the assurance system both as the central source for planning its work 
and as a key topic for its scrutiny. The Committee should therefore be able to 
provide the Board with adequate assurances. 
 


2.2 Assessing risk 
 
Good risk management encourages organisations to take well-managed risks that 
allow safe development, growth and change. However, as it is impossible to 
eliminate all risks every organisation has to live with a degree of risk. It is for the 
Board to decide the balance between the cost of mitigating risks, tolerating risks and 
accepting the risk which is not mitigated. The organisation will need to determine the 
level of risk it is willing to accept.  
 
An organisation’s risk management framework should also establish the structures 
and responsibilities for managing all risks and for escalating to a higher level those 
that are rated above the defined level of acceptable risk. Although the Audit 
Committee should not be directly involved in the process of risk management, the 
organisation’s risk management system will underlie the assurance system. It will 
need to review the organisation’s risk management processes in exercising its 
functions in relation to the system of assurance. 
 


2.3 Reviewing the arrangements in place 
 
For many organisations the system of assurance is not always well understood. This 
can be an impediment to its effective use for managing business and its strategic 
priorities. 
 
To be of most use to an organisation, it is important that the assurance system and 
the processes for using it suit the organisation. As assurance systems mature, they 
can be expected to vary in style and content.  
 
The Audit Committee can make a significant contribution to the organisation by 
questioning whether its assurance system and the arrangements in place work for 
their organisation or whether a change would be beneficial.  
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Questions the Committee may want to consider include: 
 


• Is it clear what the organisation’s system of assurance is for? 
• Is it clear how the assurance system is used within the organisation (for 


example, different committees will focus on different elements)? 
• Are the existing processes for compiling, maintaining and using the assurance 


system appropriate and effective? 
 
Assessing the suitability of the system of assurance will provide a sound basis for 
the Audit Committee to comment on whether:  
 


• The assurance system is appropriate for the organisation; 
• Controls in place are sound, complete and robust; 
• Assurances are reliable and of good quality; and 
• Assurances are based on reliable, accurate and timely data and information.  


 


2.4 Linking strategic objectives to the system of assurance  
 
The assurance system should link to the organisation’s strategic objectives. The 
Audit Committee has a critical role to play in: 
 


• Seeking assurance that the strategic objectives have been readily communicated 
through the organisation; 


• Reviewing whether the system of assurance has been designed, developed and is 
being used by management to provide the Board with assurance on performance 
against the strategic objectives; and 


• Reviewing how risks which could impact on the achievement of the objectives 
are being managed and mitigated.  


 


2.5 Controls in the system of assurance 
 
The controls in the system of assurance are what the organisation relies on from day 
to day. In assessing these, the Audit Committee should question whether:  
 


• Controls described are relevant to the risk; 
• Risks they cover relate to the organisation’s strategic objectives; and 
• Controls adequately cover all of the key risks.  
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The diagram below illustrates the assurance cycle 
 
 
 


 
 
 
The Committee should then seek assurances from management, internal auditors and any 
external sources as to whether they are sound in the way they are designed and operated 
and that they operate consistently over time.  
 
The Committee should also consider the overall ‘audit needs’ of the organisation in 
terms of the sources of assurance, both independent and from management, and 
ensure there is a plan for these assurances to be received. This should form a key 
part of the audit planning process and involve a detailed review of the current 
sources of assurance and the prioritisation process. This can be reviewed in-year 
using the assurance system and knowledge of Board priorities to confirm the audit 
plans, particularly in relation to internal audit.  
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2.6 Sources of Assurance  
 
Using a wide range of sources of assurance enables the Board to distinguish those 
areas which are being well managed and those where there may be cause for 
concern. These assurances can be process data, output and outcome data, or 
reports from inspections or reviews carried out. The Audit Committee’s role in 
understanding whether assurances received are reliable and of good quality is 
therefore critical. Matters the Committee should consider include:  
 


• The nature and source of the body providing the assurance  (internal or 
external, independent of management or not, status and reputation of the 
body); 


• The skills and experience of those providing the assurance; 
• The nature and extent of the work that lies behind their assurance (the 


approach taken, did they visit the organisation? was it a brief overview or an 
in-depth study? was comparative data used?); 


• How current is the assurance (was it received recently? is the work behind it 
recent?); and 


• What was the purpose of the review?  
 
Both the Board and the Audit Committee are seeking ‘positive’ assurances that risks 
are controlled. It is useful to distinguish positive assurances from potential sources of 
assurance. Potential sources are those where the organisation may gain evidence 
that controls on which it is placing reliance are effective. Positive assurances mean 
that the Board has actual evidence that shows the organisation is reasonably 
managing its risks and strategic objectives are being delivered. Through its scrutiny, 
the Audit Committee can report to the Board where assurances are both positive and 
reliable.  
 
The Audit Committee may also identify ‘negative assurance’, for example, a poor 
audit opinion or inconsistencies between sources of assurance.  In such cases, the 
Audit Committee will expect management to put in place actions to strengthen the 
controls and to seek independent assurance about the effectiveness of these. 


External Sources of Assurance  
 
Some assurances will come from external bodies and organisations (such as the 
Wales Audit Office, Healthcare Inspectorate Wales, Royal Colleges, Medicines 
Healthcare Regulatory Agency or HM Revenue and Customs), and the Committee 
members should ensure they are informed of relevant reports and recommendations 
that are issued. Executive Directors, when they attend meetings of the Audit 
Committee, should bring such assurances to the Committee. However, the 
Board/Board Secretary should advise the Audit Committee Chair of such reports and 
when and how they will be brought to the Committee. 
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Internal Sources of Assurance   
 
Other assurances will be internal to the organisation (such as internal audit, infection 
control, clinical audit, and counter fraud). The majority of assurances to the 
Committee should come from management, and not from auditors, although auditors 
will provide a critical element of independent assurance. In this context robust 
systems of risk management and application of a system of assurance should be at 
the core of any Committee’s review process.  
 
The Committee will need to liaise closely with any Risk Management Committee, 
where a separate Risk Management Committee has been established, to avoid any 
duplication or overlap. The Committee’s role is not to manage risks, but rather to 
ensure that an effective system is in place, leaving the operational management to 
management. 
 
The Committee has a key role in seeking assurance that services use and meet 
Doing Well, Doing Better: Standards for Health Services in Wales, which are the 
governance standards set for the NHS in Wales and form a key element of the 
organisation’s system of assurance. This will need to be done in conjunction with the 
Quality and Safety Committee which will take the lead on outcomes from use of the 
Standards at team and service level. 
 
The Quality and Safety Committee has a key role to play in looking at the outcomes 
and recommendations of external inspections with regards to its area of expertise 
and provide assurance to the Board and Audit Committee. Assurance about other 
specialist areas of work may need to be sought from other committees. 
 
Commonly used sources of assurance (both internal and external) are noted below 
 


Some examples of sources of assurance 
Internal sources of assurance  External sources of assurance  
Internal audit 
Key performance indicators 
Performance reports 
Sub-committee reports 
Compliance audit reports  
Local counter fraud work  
Clinical audit  
Staff satisfaction surveys  
Staff appraisals  
Training records  
Training evaluation reports  
Results of internal investigations 
Serious untoward incident reports Complaints 
records  
Infection control reports  
Information governance toolkit self-assessment  
Patient advice and liaison services reports  
Workforce and OD  
Patient experience surveys and reports  
Internal benchmarking 
 


External audit  
Healthcare Inspectorate Wales 
Royal College visits  
Deanery visits  
External benchmarking and statistics 
Accreditation schemes  
National and regional audits Peer reviews 
Feedback from service users  
Local networks (for example, cancer networks)  
Investors in People and other team development 
tools 
Feedback from healthcare and third sector 
partners 
Community Health Councils 
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2.7 Supporting information and data 
 
The Audit Committee must consider whether the information and data on which 
assurances are founded is reliable. In particular, the Committee should ask whether 
the information / data used are: 
  


• Valid (what sources were used, if internal what assurance do we have over 
validity? If externally generated how it was validated?); 


• Accurate (what is the quality of the data regarding accuracy?); 
• Complete (did the data collection include all relevant elements and factors?);  
• Up to date (what period does the data relate to? how recently was it 


collected?). 
 
The detailed content of a system of assurance will vary from organisation to 
organisation but the overall approach should be broadly the same. 
 


2.8 Maintaining an appropriate financial focus 
 
The Committee’s work should include ensuring the maintenance of sound public 
accountability which is demonstrated through robust financial reporting and the 
maintenance of sound systems of internal financial control. Financial reporting in this 
context includes both actual and forecast revenue and capital income and 
expenditure, and cash flow. 
 
The Committee will review the accounts at an appropriate level necessary to advise 
the Accountable Officer and the Board. In reaching a view on the accounts, the 
Committee should consider: 
 


• Key accounting policies and disclosures; 
• Assurances about the financial systems which provide the figures for the 


accounts; 
• The quality of the control arrangements over the preparation of the accounts 


by the Director of Finance; 
• Key judgements made in preparing the accounts; and 
• Any disputes arising between those responsible for preparing the accounts 


and the auditors. 
 
A key role of the Committee is to review and recommend the Annual Accounts to the 
Board for approval. The Committee also has a part to play in reviewing the draft 
Annual Report. Given the importance of financial management in the NHS, the 
Committee should also ensure it regularly reviews the risks and controls around 
financial management. It should assure itself that the most effective means of 
management are operating to meet the organisation’s statutory duties and 
business/operational needs. In particular, the robustness of monitoring management 
accounts and Board reports should be reviewed.  
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In doing this work the Committee will need to consider the integrity, completeness 
and clarity of financial reporting, taking into consideration the views of external and 
internal auditors and considering issues of judgement and estimates that could have 
a bearing on the accounts. Should concerns arise, the Committee should bring these 
to the attention of the Board.  
 
The Director of Finance’s relationship with the Committee is critical to the successful 
operation of the Committee. The Director of Finance has a key role for establishing 
and maintaining a sound system of internal financial control, is responsible for the 
compiling the annual accounts, and will liaise regularly with Auditor General’s 
representatives.  The Director of Finance, along with the Board Secretary are the key 
contacts with the Committee and its Chair and it will be the Director of Finance or the 
Board Secretary that the Committee will turn to for explanations, clarification and 
support in relation to financial and governance matters. 
 


2.9 Consideration of quality and safety issues 
 
The core business of every NHS organisation is healthcare. The Audit Committee 
should, and must, spend time reviewing the healthcare aspects of the business. In 
particular, since some of the largest risks to an NHS organisation lie within its clinical 
activities, it falls to the Audit Committee to consider the clinical objectives and risks in 
the system of assurance and to report to the Board on the controls and assurances 
in relation to these.  
 
The Committee is not the place for the contents of these detailed reviews; however, 
it does have a responsibility to ensure that the quality and safety processes and 
outcomes can be used to provide assurance on the risk management, governance 
and internal control.  
 
There may be a perceived concern of duplication in the Audit Committee looking at 
such matters but its role to clinical services is clearly distinguishable. Its role is to 
satisfy itself that the same level of scrutiny and independent audit is applied to the 
risks to all strategic objectives, be they clinical, financial or operational. As with 
financial and operational objectives, the system of assurance is the foundation for 
the Audit Committee’s work in addressing risks of not meeting clinical objectives and 
satisfying itself that controls and assurances are adequate and are sound and 
effective. 
 
The Committee will need to satisfy itself that its work and that of any Quality and 
Safety Committee are co-ordinated to avoid duplication or omission. The Committee 
will particularly wish to concentrate on areas of significant clinical risk, control or 
assurance arising from financial pressures 
 
Financial pressures may lead to changes in clinical services. Both the pressures 
themselves, and the changes that follow, create the potential for increased risk in the 
organisation’s operations and clinical services. It is for management to identify and 
mitigate such risks but there is a key role for the Audit Committee to play in 
recognising the increased risk and satisfying itself that adequate controls are in place 
and reliable assurance s are reported.  
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2.10 Seeking assurance on Clinical Audit in the organisation 
 
Clinical audit seeks to improve quality by using a structured review to look at 
systems, practices and results against agreed standards – and then making 
improvements when indicated. 
 
The organisation must have an Annual Clinical Audit Plan (ACAP) in line with the 
Quality Delivery Plan each with an identified executive lead in line with the National 
Audit Plan, confidential enquiries and other audits in line with the organisations 
objectives, for example, Fundamentals of Care and using the Standards for Health 
Services in Wales. Individual teams, services and clinicians will have their own local 
audit plans separate from the ACAP. 
 
The Audit Committee and Quality and Safety Committee both have a role in seeking 
and providing assurance. The Audit Committee will seek assurance on the overall 
plan, it’s fitness for purpose and it’s delivery. The role of the Audit Committee is to 
seek assurance on: 
 


• Does the organisation have a plan - and is it fit for purpose? 
• Is it completed on time? 
• Does it cover all relevant issues? 
• Is it making a difference and leading to demonstrable change? 
• Is change supported by recognised improvement methodologies?  
• Does the organisation support clinical audit effectively? 


 
The Quality and Safety committee will seek more detail on the clinical outcomes and 
improvements made as a result of clinical audit. 
 
The Internal Audit service will have a role in providing assurance on the ACAP.  
 


2.11 Reviewing the results of assurances  
 
Having satisfied itself as to the quality of assurances received, the Audit Committee 
should review the results of these assurances (either in whole or specific to a risk or 
objective) and the implications that these have for the achievement of objectives. In 
doing so, the Committee should concentrate on whether the overall objective is 
being met, that the controls are operating as expected and that agreed actions for 
improvement are being implemented. The Committee should also seek practical 
evidence that the system of assurance is operating effectively in the organisation.  
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Section 3: The work of the Audit Committee 
 


3.1 The work of the Audit Committee in practice 
 
The Committee conducts most of its business through regular meetings. However, 
the Chair will do a certain amount of work outside the meetings (see 5.2), much of 
which is in preparation for the meetings.  
 


3.2 Reviewing the Annual Governance Statement 
 
The Board is collectively accountable for maintaining sound systems of internal 
control and assurance that supports the achievement of the organisation’s 
objectives, and is responsible for putting in place arrangements for gaining 
assurance about their effectiveness. 
 
The Governance Statement is an annual statement signed by the Accountable 
Officer, on behalf of the Board. The Governance Statement includes a description 
of: 
 


• How the individual responsibilities of the Accountable Officer have been 
discharged with regard to maintaining a sound system of internal control that 
supports the achievement of policies, aims and objectives; 


• The purpose of the system of internal control, as evidenced by a description 
of the risk management and review processes, including meeting with the 
Standards for Health Services in Wales; and 


• The conduct and results of the review of the effectiveness of the system of 
internal control including any disclosures of significant control failures, 
together with assurances that actions are or will be taken where appropriate 
to address issues arising. 


 
The organisation’s system of assurance should bring together all of the evidence 
required to support the Governance Statement. This will require recognition of the 
risk management arrangements as they evolved during the period up to the end of 
each financial year. 
 
The Audit Committee is required to review the Annual Governance Statement before 
it is submitted to the Board for its approval.  The Annual Governance Statement 
should be considered by the Audit Committee before the end of May to ensure that: 
 


• The statement includes all the elements required in guidance from the Welsh 
Government and HM Treasury; 


• No inconsistencies are evident between the statements made and the reports 
the Audit Committee has received from auditors or other sources of 
assurance; 


• Significant control issues or gaps in control or assurance recorded are 
consistent with reports the Audit Committee has received; and 
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• The Head of Internal Audit opinion has been considered and reflected in the 
Governance Statement. 


 
The Audit Committee should confirm to the Board that the Governance Statement 
has been subject to appropriate scrutiny and is consistent with the Audit 
Committee's work and presents a fair reflection of the governance, risk management 
and control framework and accordingly is recommended to the Board for adoption 
and approval.  If the Audit Committee has identified any limitations these should be 
highlighted.   
 


3.3 Reviewing the Annual Report and Accounts 
 
NHS bodies are responsible for the stewardship and accountability of significant 
public funds. Accordingly the annual statutory reporting requirements are extensive 
and form an important part of the accountability cycle.  
 
NHS bodies are therefore required to publish, as a single document, an annual 
report and accounts. This document includes:  
 


• A full set of Audited Accounts to include the primary financial statements and 
notes, and the audit opinion and report; 


• A statement of the Accounting Officer’s responsibilities; 
• A Governance Statement; and 
• The Annual Report. 


 
The annual report itself will also contain a number of required parts and will include 
significantly: 
 


• The remuneration report, disclosing salaries of directors and senior 
managers; 


• The directors statement, including the operating and financial review; and 
• The sustainability report, reporting on the use of natural resources. 


 
The Committee is required to review the annual accounts before they are submitted 
to the Board for formal adoption and approval. Usually this involves considering a 
report from the Finance Director in April or May. The ISA 2606


 


 report to those 
charged with governance from the external auditor should also be received by the 
Audit Committee at this stage (see section 4.8).  


The Audit Committee review of the accounts is an important step in the Board 
approval process and provides an opportunity for constructive challenge and scrutiny 
of the organisation’s financial information and systems of control.  Accordingly 
Independent members need to be able to understand the annual accounts before 
recommending their approval and alongside this formal requirement appreciate the 
financial health of the organisation. 


                                                   
6 International Standard on Auditing (UK and Ireland) 260 – Communication with Those Charged with 


Governance. 
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In reviewing the accounts the Committee may wish to specifically review the 
following aspects: 
 


• Changes in accounting policies; 
• Changes in accounting practice due to changes in accounting standards; 
• Changes in estimation techniques; 
• Significant judgements made; and 
• Explanation for significant variances. 


 
Whilst the main focus tends to be on the financial statements the Audit Committee 
also has a vital role to play in the review of the other elements of the statutory 
reporting pack.  Audit Committee members are well placed to consider whether the 
information being reported accords with their understanding of the operation of the 
organisation during the year.  Members should also look at the consistency between 
audit reports and other sources of assurance.  
 


3.4 The Audit Committee’s end of year report 
  
The Audit Committee should prepare an annual report to the main Board timed to 
support the preparation of the Annual Governance Statement which sets out how the 
Committee has met its Terms of Reference.  
 
The Annual Report should summarise the Committee's work for the year, and 
present the Committee's opinion on: 
 


• The comprehensiveness of assurances in meeting the Board and 
Accountable Officer's needs; 


• The reliability and integrity of these assurances; 
• Whether the assurance available is sufficient to support the Board and 


Accountable Officer in their decision taking and their accountability 
obligations; 


• The implication of these assurances for the overall management of risk; 
• Any issues the Audit Committee considers pertinent to the Annual 


Governance Statement and any long term issues the Committee thinks the 
Board and/or the Accountable Officer should give attention to; 


• Financial reporting for the year; 
• The quality of both internal and external Audit and their approach to their 


responsibilities; and 
• The Committee's assessment of its own effectiveness.  


 
The report should include, as a minimum:  
 


• A specific statement confirming that the draft Annual Governance Statement 
is consistent with the view of the Committee on the organisation’s system of 
internal control and that it supports the Board’s approval of the Statement, 
subject to any reasonable limitations that the Committee wishes to draw to the 
attention of the Board; 
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• That the system of risk management in the organisation is adequate in 
identifying risks and allowing the Board to understand the appropriate 
management of those risks;  


• That the Committee has reviewed the system of assurance, and believes that 
it is fit for purpose;  


• That there are no areas of significant duplication or omission in the systems of 
governance in the organisation that have come to the Committee’s attention 
and not been adequately resolved; and  


• That the current self-assessment by the organisation against the relevant risk 
management standards is consistent with the Committee’s understanding, 
gained through its assurance work.  


 
In addition, the report should highlight to the Board the main areas that the 
Committee has reviewed and any particular concerns or issues that it has 
addressed. These could include:  
 


• The finances or financial reporting systems of the organisation; 
• Any major break-down in internal control that has led to significant loss ; or  
• Any major weakness in the governance system that has exposed, or 


continues to expose, the organisation to unacceptable risk.  
 


3.5 Reporting during the year 
 
The Audit Committee’s in-year reporting to the Board is important. The Committee 
will inform the Board about the results of its reviews of assurances as well as any 
‘exceptional’ issues that arise during the year. The Board should expect to receive 
reports arising from the Committee’s review of the annual accounts and statutory 
declarations as well as any other matters requested by the Board at the start of the 
year. Reports from the Audit Committee should normally take the form of clear 
concise minutes, presented by the Audit Committee Chair with an oral summary or a 
written preface highlighting the key messages or issues.  These may include new 
risks, new assurances and progress in addressing gaps in control or assurance.  
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Section 4: Working with other Committees and Auditors 
 
In fulfilling its role the Audit Committee will want to rely on the organisation’s internal 
arrangements and take into account audit work. This chapter describes the Audit 
Committee’s relationship with other committees, with internal, external and clinical 
auditors and with counter fraud. It also refers in 4.7 to partnership governance, which 
is of increasing importance with the expansion of shared services and partnership 
working. This section sets out the assurances the Audit Committee can expect to 
derive from each and suggests how the Committee can assess the value and 
reliability of assurances received from its auditors. 
  


4.1 Relating to the Board and other Committees  
 
The Audit Committee must have an effective relationship with the Quality and Safety 
Committee and any other committees or sub-committees of the Board so that it can 
understand the system of assurance for the Board as a whole. It is very important 
that the Audit Committee remains aware of its distinct role and does not seek to 
perform the role of other committees. This could impair its independence and its 
ability to review and comment on the effectiveness of the risk management 
arrangements. The respective terms of reference of each committee should clarify 
their distinct roles and how they relate to each other.  
 


4.2 How auditors support the Audit Committee  
 
The majority of assurances to the Committee should come from management. In 
addition to this the Committee will look to audit (internal, external and clinical) as a 
source of independent assurance.  
 
It is not the role of the Audit Committee to manage the organisation’s audit functions; 
it should use the internal, external and clinical audit to assist it in meeting its needs, 
along with other sources of advice and assurance.  
 
In particular, the Committee should actively review the plans of the auditors, 
understanding the distinct and separate roles that each plays. The external audit role 
is exercised in accordance with statutory provisions and the work of external auditors 
is subject to ‘the Auditor General’s Code of Audit Practice’ and ‘the Statement of the 
responsibilities of the Auditor General for Wales and of the bodies that he or she 
audits’.  
 
There is more scope for the Audit Committee to be pro-active in influencing the 
internal audit strategy and requesting work from internal audit that focuses on its 
assurance needs, and thereby the needs of the Board. The Committee has a role in 
assessing whether the organisation has sufficient internal audit time to allow auditors 
to fulfil their roles effectively and provide robust assurance to the Board  
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The internal audit needs of Health Boards and Trusts in Wales are serviced through 
the Audit and Assurance Services Division of the NHS Wales Shared Services 
Partnership.  The Audit Committee will want to assess the quality of the service and 
the extent to which it meets the organisation’s needs.   
 
The following paragraphs will assist the Audit Committee in:  
 


• Understanding and maximising the support and assurance  it can receive from 
auditors; and 


• Monitoring the quality of the audit services being provided.  
 


4.3 Internal audit support to the Audit Committee.  
 
An effective Audit Committee is dependent, in many respects, on the existence of an 
effective internal audit function.  The Internal Audit Standards for the NHS in Wales 
describe internal audit as an independent, objective assurance and consulting 
activity designed to add value and improve an organisation’s operations.  As such, 
its role embraces two key areas:  
 


1. The provision of an independent and objective opinion to the Accountable 
Officer, the Board, and the Audit Committee on the degree to which risk 
management, control and governance support the achievement of the 
organisations agreed objectives; and  


 
2. The provision of an independent and objective consultancy service specifically 


to help line management improve the organisation’s risk management, control 
and governance arrangements.  


 
The NHS Wales Internal Audit Standards provide an essential reference source for 
the Audit Committee in understanding what it can expect from internal audit and also 
when assessing the service provided.  
 
It is important that internal audit is viewed as part of the organisation’s internal 
control environment and internal auditors should attend every Audit Committee 
meeting. The cycle of approving and monitoring the progress of internal audit plans 
and reports, culminating in the Head of Internal Audit’s Opinion on the system of 
internal control, are a key feature of the work of the Committee across the year.  
 
The Head of Internal Audit should have a right of access to the Chair of the Audit 
Committee at any time, and it should be clear that management should not be 
allowed to restrict or censor this access. It is good practice for the Chair to meet 
informally with the Head of Internal Audit from time to time, perhaps in advance of 
each Audit Committee meeting. The Audit Committee should be able to direct 
internal audit to particular areas of concern in-year and internal audit providers 
should be flexible enough to react to any such requests.  
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Risk based approach  
 
The value of internal audit to the Audit Committee derives from the ‘risk based 
approach’ to internal audit, which current professional standards require. The 
benefits manifest themselves in two key areas:  
 


• Internal audit opinions – these are not limited to the extent of compliance with 
known controls but report on the relevance of the controls themselves in 
relation to the risks to the organisation; and  


 
• Internal audit plans – the risk based approach informs the planning of internal 


audit’s strategy and programme of work. This means that the annual plan is 
based on a risk assessment of all activities in the organisation (clinical, 
financial and other), using the organisation’s objectives and risk assessment 
processes recorded in the system of assurance as a primary source. It leads 
to the existence of a multi-year audit plan (typically 3 years), rather than 
individual yearly plans, and this is subject to review in the light of changing 
circumstances.  


 


4.4 Reviewing the internal audit plan  
 
Each year’s internal audit annual plan should set out details of the assignments to be 
carried out, providing sufficient detail for the Audit Committee and other recipients to 
understand the purpose and scope of the assignments and their level of priority. The 
relationship between the plan and the system of assurance is critical and the Chief 
Executive will normally attend the discussion of the internal audit plan in recognition 
of his/her responsibility for, and ownership of, both. The Committee should be clear 
about those risks and controls that internal audit will be addressing and identify 
where else the Committee needs to seek assurance on the risks and controls that 
are not covered within the internal audit plan.  
 
Internal audit should be able to describe its planning process in a way that satisfies 
the Committee that it is risk based and drawn up with an understanding of the whole 
organisation. This will normally be presented as part of the planning document 
submitted at the beginning of each year. 
 
It is not possible to publish a model internal audit plan which applies in all cases but 
being aware of some of the key aspects of a good internal audit plan may help to 
assess whether or not the risk based approach has been applied effectively. The 
headings below give an example: 
 







28 


 
 
Sources for a risk based internal audit plan 
 
1. Core financial systems  


 Like the Audit Committee, internal audit’s origins lie in financial controls but the value of 
applying similar standards of risk assessment and control to all aspects of the business has 
extended this remit.  However, a prioritisation of core financial systems remains one 
element of a good internal audit plan.  


 
2.  Governance and risk management  


 A good internal audit plan will include an allocation for: 
• A general review of high level governance and risk management arrangements in 


the organisation; and 
• An assessment of risk, control and governance position in support of the end of 


year Accountable Officer’s declaration in the Governance Statement. 
 


3.  System of Assurance   
Because of the central role of the system of assurance, the Audit Committee will expect 
internal audit to review the effectiveness of internal control and quality of assurance flows in 
selected areas identified in the system that will encompass: 
• Governance and Risk Management; 
• Core Financial Systems Assurance; 
• Standards for Healthcare Services; and 
• Board Assurance System. 


 
4. Audit risk assessment  


In applying the risk based approach to its planning internal audit will not only take 
account of the assurance system but will also build on its own knowledge based on audit 
work and consultations with managers and executive directors.  This can be expected to 
introduce topics which are not identified elsewhere.  The ability of internal audit to bring 
forward new and appropriate topics might be considered one measure of the quality of 
the internal audit service.  
 


5. Performance improvement/ VFM 
The audit plan should include an element of performance audit work to help the 
organisation improve value for money in its use of resources. The VFM programme 
should be based upon an assessment of significant risk and opportunity and aligned with 
the organisations cost improvement and efficiency plans. This work may potentially be 
undertaken as thematic reviews across a health system. 


 
6. Consultancy/ Advice 


This is a demand-led element of the internal audit service and while some topics may be 
identified in an annual plan, part of the value of consultancy lies in providing the capacity 
and flexibility to respond to priorities which emerge during the year.  


 
 
 
 
The relative resources applied to each of the key areas above and the overall 
resources applied to internal audit are a matter for the Head of Internal Audit to 
recommend and for each organisation’s management and Audit Committee to take a 
view on. In making these judgements, the risk based approach can offer useful 
options in two respects:  
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• The plan is unlikely to be static and topics will move in and out of the plan as 
the assessment of risk and control in each area changes, hopefully for the 
better. This means that over a period of years assurance on a wider range of 
topics will be received by the Audit Committee; and 


 
 


• Not every topic that warrants a review needs to be covered every year. Long-
term plans based on risk can include some topics on a two or three-yearly 
cycle. Where this is appropriate it has the added advantage of allowing a 
greater range of topics to be covered over the cycle. 


 


4.5 Reviewing internal audit assignment reports  
 
The Committee will expect to see regular reports of the results of each assignment. 
A periodic summary report of audits completed against the plan will enable the 
Committee to monitor progress. The Committee may wish to see the full report from 
each assignment as it is completed but in any case will need to know the level of 
assurance that has been given, the recommendations for improvement that have 
been made to management, and the management response. In this way the 
Committee will receive prompt notification of internal audit findings and assurances 
 
An important role for the Audit Committee is to monitor the implementation of agreed 
audit recommendations. The Audit Committee should ensure the organisation adopts 
a robust process for monitoring the implementation of agreed audit 
recommendations and that regular progress reports are provided to the Committee 
identifying any that have not been implemented within agreed timescales. Where the 
Audit Committee or Head of Internal Audit are concerned about the lack of 
implementation of audit recommendations in a particular area, the Committee can 
assist by asking the operational manager to attend and explain.  
 


4.6 Reviewing the Head of Internal Audit’s annual opinion  
 
The Head of Internal Audit is required to give a formal annual opinion to the 
Accountable Officer and Audit Committee on the overall adequacy and 
effectiveness of the organisation’s risk management, control and governance 
processes. This will include consideration of:  
 


• The design and operation of the system of assurance; 
• The evidence required to demonstrate performance against ‘Doing Well, Doing 


Better: Standards for Health Services in Wales’; and 
• The findings from the range of internal audit assignments completed during 


the year. 
 
The Audit Committee will receive an annual report from the Head of Internal Audit 
expanding on these matters and informing it about internal audit performance.  
 
The Head of Internal Audit’s formal annual report to the Board and Accountable 
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Officer via the Committee should present the opinion of the overall adequacy and 
effectiveness of the organisation’s risk management, control and governance 
processes. This opinion will encompass the assurance system and requirements in 
relation to ‘Doing Well, Doing Better: Standards for Health Services in Wales’.  
 


4.7 The Audit Committee’s role in relation to third party assurances and 
hosted bodies 


 
The Audit Committee must be informed if their organisation ‘hosts’ another 
organisation which serves the wider NHS. The hosted body will have its own 
Management Board/Committee structure but its budget may be significant to the 
host organisation. The Audit Committee will wish to consider whether there is 
sufficient internal audit in place to provide assurance on risks to their own 
organisation from the hosted body. Such assurance might come from the internal 
audit arranged by the hosted body but if nothing is in place the Audit Committee will 
want to ensure that adequate internal audit is established.  


Similarly, the Audit Committee will wish to be aware if a significant activity is shared 
with (or bought in from) another organisation. The NHS Wales Shared Service 
Partnership is an important example and illustrates where internal audit will need to 
meet the assurance needs of the different parties involved: 


• Audit Committees of user organisations will expect to receive assurances 
from internal audit performed at the Shared Service organisation that risks in 
the services provided to them are adequately managed and mitigated with 
appropriate controls; 


• The Audit Committee of the organisation hosting Shared Services will wish to 
ensure that internal audit can provide assurance that controls are 
appropriately designed and operating as intended across its core business 
processes.  They will also wish to ensure that internal audit can provide the 
third party assurances that user organisations will require; and  


• As noted above the Audit Committee of the host organisation also needs to be 
assured by internal audit that adequate and effective controls are in place to 
manage the risk exposure to the hosting organisation.  


 
Some organisations have used standard SAS 70 as the template for assurance to 
their users. In December 2009, a new standard – ISAE 3402: Assurance reports on 
controls at a service organisation – was approved and is now available to 
organisations if they wish to adopt it.  


The increasing trend for partnership working in the provision of services adds 
another dimension to governance between organisations and this often involves 
organisations outside the NHS, for example the Third Sector. In such arrangements, 
risks tend to arise at the borders between one organisation or team and another and 
are exacerbated if the respective roles and responsibilities of the partners are not 
clearly defining, understood and written down before joint working commences. 
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4.8 External audit support for the Audit Committee 
 
The Auditor General for Wales (the Auditor General) is the external auditor of NHS 
Wales. His representatives should be invited to attend every Audit Committee 
meeting, and the cycle of approving and monitoring the progress of external audit 
plans and reports, culminating in the opinion on the annual report and accounts, is 
central to the work of the Committee.  
 
The statutory duties of the Auditor General in respect of individual NHS bodies fall 
under two broad headings – to review and report on: 
 


• The audited body’s financial statements, and on its Annual Governance 
Statement; and 


• Whether the audited body has made proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources. 


 
The Auditor General’s representatives should develop an audit strategy designed 
to deliver a safe opinion on the accounts and to enable the Auditor General to draw 
conclusions on whether the NHS body has made proper arrangements for securing 
economy, efficient and effectiveness in its use of resources. In developing the 
strategy the Auditor General’s representatives will take into account the audit 
needs of the organisation, using a risk-based approach. The Audit Committee 
should review and comment upon the strategy.  
 
The Auditor General’s representatives should also prepare an annual audit plan to 
implement the strategy. 
 
The plan should set out details of the work to be carried out, providing sufficient 
detail for the Audit Committee and other recipients to understand the purpose and 
scope of the work and the level of priority. The Audit Committee should review the 
annual plan and the associated fees, although in doing so it needs to recognise the 
statutory duties and independence of the Auditor General. 
  
The annual audit plan should be kept under review to identify any amendments 
needed to reflect changing priorities and emerging audit needs. The Audit 
Committee should review and comment upon material changes to the annual audit 
plan.  
 
The Auditor General and his representatives should have a right of access to the 
Chair of the Committee at any time, and vice versa. 
 
The Auditor General will issue a number of reports over the year, some of which are 
required under the Code of Audit Practice and International Standards on Auditing, 
whilst others will depend upon the contents of the audit plan. 
 
The main mandatory reports will be: 
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• A report to those charged with governance (incorporating the report required 
under ISA (UK&I) 260 and 2657


• A statutory report and opinion on the accounts; and 


) that sets out the main matters arising from 
the audit of the financial statements and use of resources; 


• An annual report. 
 
In addition to these reports, the Auditor General may issue a Public Interest Report 
(PIR) or referral to the Welsh Ministers, if significant issues or breaches occur.  
 
A PIR is made where auditors consider a matter is sufficiently important to be 
brought to the attention of the audited body or public as a matter of urgency. A 
referral to the Welsh Ministers is made where it is believed that a decision has led to 
unlawful expenditure or that an action is unlawful and likely to cause a loss. 
Whenever a PIR is being considered the Committee should receive a briefing from 
the external auditors on the statutory background and potential consequences of 
such a report. This should include the reasons why such a report is considered 
necessary and the steps taken to date by the auditors and the organisation. The 
Committee should consider the contents of such a briefing and look in detail at the 
implications and necessary actions. In such instances, the issue should immediately 
be taken for consideration by the whole Board.  
 


4.9 Reviewing external audit reports 
 
Before reviewing the findings of any report, the Committee should ensure that the 
scope of the work is absolutely clear. Committee members should be clear about 
what has, and more importantly what has not, been included within the audit review. 
The Committee should concentrate on the overall conclusion to start with as this 
should indicate what issues the external auditor wishes to draw to the attention of the 
Committee.  
 
Committee time should focus on the major findings along with an assurance that 
management are dealing with the other (less significant) issues. The main question 
for the Committee should be whether the findings are consistent with their own 
appreciation of the issues from other information received, either in the Committee or 
as a Board member. If they are inconsistent then Committee members should probe 
further and challenge the findings. 
  
The response of management to audit findings is vital. The Committee should 
consider:  
 


• Whether management has responded to the audit appropriately?  
• Whether the report highlights issues relating to policies and processes, or with 


the people implementing them? 
• Whether management has agreed a realistic and timely action plan to 


remedy any problems?  


                                                   
7 International Standard on Auditing (UK and Ireland) 265 – Communicating Deficiencies in Internal 


Control to Those Charged with Governance. 
 







33 


• When the action plan will be followed up by management and the external 
auditors? 


• What further work is required to complete the audit?  
 


4.10 The value of private discussions with the auditors 
 
Private discussions between Audit Committee members and auditors, without 
management present, is an important part of building a relationship of trust and 
supporting the independence of the audit functions. Meetings should be formally 
scheduled to take place periodically and at least once a year and can use a set of 
questions (see below), or cover other specific issues or concerns the Committee has 
that cannot be appropriately raised in Committee meetings.  
 
The value of these discussions is to allow Committee members and auditors 
freedom to discuss a range of matters, without any perceived or actual management 
influence. They also provide an opportunity for the auditors to provide feedback to 
the Audit Committee on its own performance. These discussions should not be 
minuted, unless both the Committee and the auditors agree that adding a note to the 
Committee’s minutes would be pertinent. The Chair of the Committee may wish to 
retain his/her own note of the discussion. 
 
Independent members of the Audit Committee may also wish to meet alone from 
time to time. 
 
 
 
Private discussions with external and internal auditors: questions to consider 
 


• Do the internal auditors have adequate resources to provide the objective assurance 
required by the Audit Committee?  


• Did the auditors receive all the co-operation they desired? 
• Was any attempt made to restrict the scope of the auditor’s work in any way? 
• Was the original audit strategy or plan modified due to deficiencies in internal control or 


accounting records? 
• Did the auditors have any significant disagreements with management (however 


resolved)? 
• How were these resolved? 
• Did the auditors have any concerns about management’s control consciousness or 


operating style? 
• What is the auditor’s view of their relationship with management? 
• Do the auditors believe they are under undue pressure to give a particular opinion? 
• Do the auditors believe management are under undue pressure – for example, to report 


performance in a particular way? 
• Are there any other matters which, in the opinion of the auditors, should be considered 


by the Audit Committee? 
• Do the auditors have any comments on the way the Audit Committee operates and its 


effectiveness? 
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4.11 The Local Counter Fraud Specialist and the Audit Committee 
 
Under Welsh Minister’s directions, every NHS organisation is required to nominate 
an accredited Local Counter Fraud Specialist (LCFS). The LCFS reports directly to 
the health bodies Finance Director but also works closely with NHS Counter Fraud 
Service (CFS) Wales, who help ensure that all potential fraud and corruption 
referrals in NHS Wales are investigated promptly and professionally 
 
The Committee should satisfy itself that adequate arrangements are in place to 
counter fraud at their health body. The Committee should consider the impact and 
effectiveness of the LCFS’ counter fraud work and they should ensure that the LCFS 
has sufficient resources and a right of access to the Audit Committee. 
 
The NHS Wales counter fraud policy is based around seven generic areas:  
 


• Creating an antifraud culture; 
• Deterrence; 
• Prevention; 
• Detection; 
• Investigation; 
• Sanctions; and 
• Redress.  


 
The LCFS’ annual work plan and reports should come to the Committee. The 
Committee should assure itself that the plan provides adequate resources for the 
seven generic areas and formally agree the annual work plan. At the end of the year 
the activity of the LCFS should be summarised in an Annual Report that is reviewed 
by the Committee.  
 
There should be mutual rights of access between the Chair of the Audit Committee 
and the LCFS. There should also be an annual bilateral meeting between the Chair 
of the Audit Committee and the LCFS to ensure that there is clear understanding of 
current issues and risks. Any concerns may be referred to CFS Wales for 
clarification. 
 
NHS Protect conducts qualitative assessments (QA) reviews that require NHS 
organisations to make an annual declaration of the counter fraud work that the LCFS 
has completed in the seven generic areas. The Audit Committee should review the 
annual declaration with the LCFS and the Finance Director prior to submission.  
 
The comments arising from the annual QA review should be discussed at the 
Committee and action should be agreed with the Finance Director to improve or 
maintain the standard of countering fraud work at the health body. 
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Section 5: Organising and supporting the Audit Committee 
 


5.1 Members of the Audit Committee 
 
The Committee is solely comprised of Independent Members.  This condition of 
membership provides the basis for the Committee to operate – and be seen to be 
operating – independently of any executive management processes and able to 
apply an objective approach in the conduct of its business.  
 
Audit Committees comprise not less than three Independent Board Members, with a 
quorum of two. One of the members will be appointed Chair of the Committee by the 
Board. The Chair of the organisation should not be a member of the Audit 
Committee and will not normally attend. The Board Secretary and Director of 
Finance will normally attend. The Chief Executive and other Executive Directors will 
attend whenever they are required to do so by the Committee Chair. The executive 
attendees will, in particular, provide assurance and explanations to the Committee 
when it is discussing audit reports or other matters within their areas of responsibility. 
For example, as a minimum, the Chief Executive would be expected to be present 
when the Committee considers the draft internal audit plan, the draft Annual 
Governance Statement and the annual accounts.   
 
For the WHSSC and the Shared Services Committees, Director of Specialised 
Services (as Lead Director) and the Director of Shared Services (as Accountable 
Officer for Shared Services) will attend their respective Audit Committee sessions. 
 
It is for the Committee Chair to plan the meeting agendas and invite executive 
directors and other senior managers according to the requirements of each agenda. 
Representatives from internal and external audit, together with the Board Secretary 
will normally be present.  
 
As a minimum one member of the Committee should have recent relevant financial 
experience. The Committee  must ensure that all members receive induction and 
training in their roles, including some basic financial literacy, where appropriate, and 
an understanding of internal control. Where none of the Committee members has 
relevant financial experience, it is acceptable to co-opt a member with financial 
expertise. 
 
One committee member should be a member of the Quality and Safety Committee 
so as to ensure joined-up working between the two Committees.   
 
All members of Audit Committees should have a clear understanding of: 
 


• What is expected of them in their role, including time commitments: 
• How their individual performance will be appraised, including a clear 


understanding of what would be regarded as unsatisfactory performance and 
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criteria which would indicate when the termination of Committee membership 
should be considered; and 


• The duration of their appointment and how often it may be renewed. The 
terms of appointment of a Committee member should be clearly set out at the 
time of appointment. 


 
Rotation of members will be a matter of judgement for the organisation’s Chair and 
Board, but a balance needs to be struck between bringing in a fresh perspective and 
maintaining an experienced membership that has established effective relationships 
with those that attend the Committee. Any conflicts of interest would need to be dealt 
with in accordance with existing Codes and procedures that operate within the 
organisation.  
 
There should be an induction programme for new Committee members, which will 
include site visits, meetings with other members of the Board independently from 
formal Board meetings; and with key Executives, the Risk Manager, internal and 
external audit representatives and the Local Counter Fraud Specialist. 
 


5.2 The Chair of the Audit Committee 
 
The selection of the Chair is a critical appointment for the organisation as the role 
differs from those of other independent members. In most cases, the person 
appointed to this role will possess a prior understanding of finance and internal 
control or other relevant expertise such as risk management. Consideration should 
be given to limiting the number of other committees that the Chair attends, although 
he/she will normally attend the Remuneration Committee.  
 
It is considered best practice that an organisation’s vice chair does not chair the 
Audit Committee.  
 


5.3 The ongoing training needs of Audit Committee members 
 
The Audit Committee should consider its own training needs and ensure that 
members have the skills to perform their roles effectively. It is essential that every 
member has an appropriate understanding of finance and internal control and some 
members will have this before being appointed to the Committee. Others should be 
provided with suitable training as part of their induction. Specific training for further 
development of Audit Committee members should include:  
 


• Background to their role and what distinguishes it from that of other Board 
members. This is likely to include exploring current trends in good governance 
(including clinical governance, quality and safety), risk management and 
assurance, the role of internal and external auditors and improving Audit 
Committee effectiveness; and  


 
• The issues an Audit Committee should focus on. This will include background 


to the declarations and statements the Audit Committee should review, good 
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practice in oversight of such declarations and understanding the 
organisation’s risk profile and control environment. 


 
Audit Committee members should be given opportunities to share knowledge and 
experience and listen to expert speakers. Informal meetings of audit committee chairs 
also provide a valuable opportunity to share experiences. Literature and advice on audit 
committees is available, much of it online. Sources for the NHS include external audit 
companies and professional associations such as the HFMA. Helpful guidance is also 
available from professional accountancy bodies. See Section 5.7 for further reading. 
 


5.4 Frequency of meetings  
 
The frequency of meetings needs to be driven by the nature and timing of the 
business to be considered, any complementary work conducted by other 
committees and any work that can be carried out between meetings. This all needs 
to be determined at the outset of the financial year so that the Committee is not 
considering unnecessary issues, reacting to foreseeable events or commenting on 
matters that can no longer be influenced. They are unlikely to be able to fulfil all 
their responsibilities in fewer than 5 meetings per annum. The frequency of 
meetings is a decision for the Board and Committee to make based on as 
assessment of the work required for the Committee to meets its terms of reference. 
The Committee may also need to meet on an ad hoc basis for urgent matters and 
hold developmental meetings for its members. Reducing the commitments of the 
Committee Chair, and perhaps the other Committee members, may create 
additional capacity to ensure more frequent meetings, but this needs to be balanced 
with their need to understand the organisation’s activities in sufficient breadth. 
Appendix B provides an example Audit Committee timetable tracking key agenda 
items over the year. 
 


5.5 Audit Committee support 
 
The Audit Committee must have a Secretary. Ideally the role would be assumed by 
the Board Secretary and, if not, the Committee Secretary should be a senior officer 
of the organisation. The Secretary should not be the Director of Finance or the Head 
of Internal Audit or somebody reporting to them. The planning of meetings is likely to 
be the responsibility of the Secretary to the Committee.  
 
The role of the Board Secretary is a pivotal one within LHBs and Trusts in relation to 
governance, assurance and the co-ordination of the Audit Committee. As principal 
advisor to the Board and the organisation as a whole on all aspects of governance, 
the Board Secretary on behalf of the Chair and Chief Executive leads the design and 
ongoing development of a governance and assurance system for the organisation, 
and ensures that it meets the standards of good governance set for the NHS in 
Wales.  The Board Secretary will also ensure the Audit Committee receives the 
support it requires to undertake its programme of business and its development. 
 
The timing and timetabling of Committee meetings is a key role between the Chair 
and the Board Secretary. It needs to be discussed with all the parties involved, 
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including the Head of Internal Auditor, external auditors, the Chief Executive and the 
Director of Finance to ensure that key tasks, such as the approval of accounts are 
accommodated.  
 


5.6 Audit Committee performance assessment 
 
Audit Committees should assess their performance annually. Appendix C provides 
a checklist that will support this assessment. 
 
As with any self-assessment it is important that the Committee members are 
constructively critical in their responses.  
 
The Committee should draw up its own plan for improvement as a result of the self-
assessment, either in requesting future training or development for members, or in 
changes to its processes and procedures. 
 


5.7 References and further reading 
 
Links to guidance and associated websites for the NHS in Wales are at Appendix D. 
Other material that Audit Committee members may find useful is also set out in this 
appendix. 
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APPENDIX A 


SPECIMEN TERMS OF REFERENCE & OPERATING ARRANGEMENTS 
 
 
1. INTRODUCTION 
 
1.1 The LHB’s/Trust’s standing orders provide that “The Board may and, where 


directed by the Welsh Government must, appoint Committees of the 
LHB/Trust either to undertake specific functions on the Board’s behalf or to 
provide advice and assurance to the Board in the exercise of its functions. 
The Board’s commitment to openness and transparency in the conduct of all 
its business extends equally to the work carried out on its behalf by 
committees”.   


 
1.2 In line with standing orders (insert specific SO reference) and the 


LHB’s/Trust’s scheme of delegation, the Board shall nominate annually a 
committee to be know as the Audit Committee.  The detailed terms of 
reference and operating arrangements set by the Board in respect of this 
committee are set out below.  


 
1.3 These Terms of Reference and Operating Arrangements supersede those 


issued in August 2010 as part of the Governance Good Practice Guide: 
‘Effective Board Committees’.   


 
 
2. PURPOSE 
 
2.1 The purpose of the Audit Committee (“the Committee”) is to: 
 


 Advise and assure the Board and the Accountable Officer on whether 
effective arrangements are in place - through the design and operation of 
the LHB’s/Trust’s system of assurance - to support them in their decision 
taking and in discharging their accountabilities for securing the 
achievement of the LHB’s/Trust’s objectives, in accordance with the 
standards of good governance determined for the NHS in Wales. 


 
2.2 Where appropriate, the Committee will advise the Board and the Accountable 


Officer on where, and how, its system of assurance may be strengthened and 
developed further. 
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3. DELEGATED POWERS AND AUTHORITY 
 
3.1 With regard to its role in providing advice to the Board, the Committee will 


comment specifically upon: 
  


 The adequacy of the LHB’s/Trust’s strategic governance and assurance 
arrangements and processes for the maintenance of an effective system 
of good governance, risk management and internal control across the 
whole of the organisation’s activities (both clinical and non-clinical) 
designed to support the public disclosure statements that flow from the 
assurance processes, including the Annual Governance Statement and 
the Annual Quality Statement, providing reasonable assurance on: 


 
- the organisations ability to achieve its objectives, 


 
- compliance with relevant regulatory requirements, standards, 


quality and service delivery requirements and other directions 
and requirements set by the Assembly Government and others,  


 
- the reliability, integrity, safety and security of the information 


collected and used by the organisation, 
 


- the efficiency, effectiveness and economic use of resources, 
and 


 
- the extent to which the organisation safeguards and protects all 


its assets, including its people 
 
 to ensure the provision of high quality, safe healthcare for its citizens; 
 


 The Board’s Standing Orders, and Standing Financial Instructions 
(including associated framework documents, as appropriate); 


 
 The accounting policies, the accounts, and the annual report of the 


organisation, including the process for review of the accounts prior to 
submission for audit, levels of error identified, the ISA 260 Report 
‘Communication with those charged with Governance’ and 
managements’ letter of representation to the external auditors; 


 
 The Schedule of Losses and Compensation;  


 
 The planned activity and results of internal audit, external audit, clinical 


audit and the Local Counter Fraud Specialist (including strategies, 
annual work plans and annual reports); 


 
 The adequacy of executive and managements response to issues 


identified by audit, inspection and other assurance activity; 
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 Proposals for accessing Internal Audit services via Shared Service 
arrangements (where appropriate);  


 
 Anti fraud policies, whistle-blowing processes and arrangements for 


special investigations; and 
 


 Any particular matter or issue upon which the Board or the Accountable 
Officer may seek advice. 


 
3.2 The Committee will support the Board with regard to its responsibilities for 


governance (including risk and control) by reviewing: 
 
 All risk and control related disclosure statements (in particular the Annual 


Governance Statement and the Annual Quality 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 the 


achievement of corporate objectives, the effectiveness of the 
management of principal risks and the appropriateness of the above 
disclosure statements;  


 
 The policies for ensuring compliance with relevant regulatory, legal and 


code of conduct and accountability requirements; and 
 
 The policies and procedures for all work related to fraud and corruption 


as set out in National Assembly for Wales Directions and as required by 
the Counter Fraud and Security Management Service. 


 
3.3 In carrying out this work the Committee will primarily utilise the work of 


Internal Audit, External Audit and other assurance functions, but will not be 
limited to these audit functions. It will also seek reports and assurances from 
directors and managers as appropriate, concentrating on the overarching 
systems of good governance, risk management and internal control, together 
with indicators of their effectiveness.  
 


3.4 This will be evidenced through the Committee’s use of effective governance 
and  assurance arrangements to guide its work and that of the audit and 
assurance functions that report to it, and enable the Committee to review and 
form an opinion on: 
 
 The comprehensiveness of assurances in meeting the Board and the 


Accountable Officers assurance needs across the whole of the 
LHB’s/Trust’s activities, both clinical and non clinical; and 


 
 The reliability and integrity of these assurances. 


 
3.5 To achieve this, the Committee’s programme of work will be designed to 


provide assurance that: 
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 There is an effective internal audit function that meets the standards set 


for the provision of internal audit in the NHS in Wales and provides 
appropriate independent assurance to the Board and the Accountable 
Officer through the Committee; 


 
 There is an effective counter fraud service that meets the standards set 


for the provision of counter fraud in the NHS in Wales and provides 
appropriate assurance to the Board and the Accountable Officer through 
the Committee; 


 
 There is an effective clinical audit and quality improvement function that 


meets the standards set for the NHS in Wales and provides appropriate 
assurance to the Board and the Accountable Officer through the Quality 
and Safety Committee (or equivalent)  


 
 There are effective arrangements in place to secure active, ongoing 


assurance from management with regard to their responsibilities and 
accountabilities, whether directly to the Board and the Accountable 
Officer or through the work of the Board’s committees 


 
 The work carried out by key sources of external assurance, in particular, 


but not limited to the LHB’s/Trust’s external auditors, is appropriately 
planned and co-ordinated and that the results of external assurance 
activity complements and informs (but does not replace) internal 
assurance activity 


 
• The work carried out by the whole range of external review bodies is 


brought to the attention of the Board, and that the organisation is aware 
of the need to comply with related standards and recommendations of 
these review bodies, and the risks of failing to comply;. 


 
 The systems for financial reporting to the Board, including those of 


budgetary control, are effective; and that 
 


 The results of audit and assurance work specific to the LHB/Trust, and 
the implications of the findings of wider audit and assurance activity 
relevant to the LHB’s/Trust’s operations are appropriately considered 
and acted upon to secure the ongoing development and improvement of 
the organisation’s governance arrangements. 


 
 Authority  
 
3.6 The Committee is authorised by the Board to investigate or have investigated 


any activity (clinical and non clinical) within its terms of reference. In doing so, 
the Committee shall have the right to inspect any books, records or 
documents of the LHB/Trust relevant to the Committee’s remit, and ensuring 
patient/client and staff confidentiality, as appropriate.  It may seek relevant 
information from any: 
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 Employee (and all employees are directed to cooperate with any 
reasonable request made by the Committee); and 


 
 Any other committee, sub committee or group set up by the Board to 


assist it in the delivery of its functions.  
 
3.7 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 it necessary, in 
accordance with the Board’s procurement, budgetary and other requirements. 


 
 Access 
 
3.8 The Head of Internal Audit and the Auditor General and his representatives 


shall have unrestricted and confidential access to the Chair of the Audit 
Committee at any time, and vice versa. 


 
3.9 The Committee will meet with Internal and External Auditors and the 


nominated Local Counter Fraud Specialist without the presence of officials on 
at least one occasion each year. 


 
3.10 The Chair of Audit Committee shall have reasonable access to Executive 


Directors and other relevant senior staff. 
 
 Sub Committees 
 
3.11 The Committee may, subject to the approval of the LHB/Trust Board, 


establish sub committees or task and finish groups to carry out on its behalf 
specific aspects of Committee business.  The following sub committees/task 
and finish groups have been established: 


 
 [LHB/Trust to insert details] 
 
 
4. MEMBERSHIP 
 
 Members 
 
4.1 A minimum of three (3) members, comprising: 
 
 Chair Independent member of the Board  
 


Vice Chair Independent member of the Board   
 


Members At least one other independent member of the Board [one 
of which should be the member of the Quality & Safety 
Committee (or equivalent)] 
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The committee may also co-opt additional independent 
‘external’ members from outside the organisation to 
provide specialist skills, knowledge and expertise. 
 
The Chair of the organisation shall not be a member of 
the Audit Committee. 


 
Attendees 


 
4.2 In attendance  The Accountable Officer 
 Director of Finance 
 The Board Secretary 
 Head of Internal Audit 
 Head/individual responsible for Clinical Audit 
 Local Counter Fraud Specialist 


Representative of the Auditor General 
  Other Executive Directors will attend as required by the 


Committee Chair 
 


By invitation  The Committee Chair may invite: 
 


- the Chair of the organisation 
 


- any other LHB/Trust officials; and/or 
 
- any others from within or outside the organisation 
 
to attend all or part of a meeting to assist it with its 
discussions on any particular matter. 
 
The Chief Executive should be invited to attend, at least 
annually, to discuss with the Committee the process for 
assurance that supports the Annual Governance 
Statement and the Annual Quality Statement. 


 
 Secretariat 
 
4.3 Secretary  As determined by the Board Secretary 
 
 Member Appointments 
 
4.4 The membership of the Committee shall be determined by the Board, based 


on the recommendation of the LHB/Trust Chair - taking account of the 
balance of skills and expertise necessary to deliver the committee’s remit and 
subject to any specific requirements or directions made by the Assembly 
Government. The Board shall ensure succession planning arrangements are 
in place. 
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4.5 Members shall be appointed to hold office for a period of one year at a time, 
up to a maximum of their term of office. During this time a member may resign 
or be removed by the Board. The Board should consider rotating a proportion 
of the Committee’s membership after three or four years service so as to 
ensure the Committee is continuingly refreshed whilst maintaining continuity.  


 
4.6 Committee members’ terms and conditions of appointment, (including any 


remuneration and reimbursement) are determined by the Board, based upon 
the recommendation of the LHB/Trust Chair {and on the basis of advice from 
the LHB’s/Trust’s Remuneration and Terms of Service Committee}. 


  
 Support to Committee Members 
 
4.7 The Board Secretary, on behalf of the Committee Chair, shall: 
 


 Arrange the provision of advice and support to committee members on 
any aspect related to the conduct of their role; and 


 
 Ensure the provision of a programme of organisational development for 


committee members as part of the LHB’s/Trust’s overall OD programme 
developed by the Director of Workforce & Organisational Development. 


 
 
5. COMMITTEE MEETINGS 
 
 Quorum  
 
5.1 At least two members must be present to ensure the quorum of the 


Committee, one of whom should be the committee Chair or Vice Chair. 
 
 Frequency of Meetings  
 
5.2 Meetings shall be held no less than quarterly, and otherwise as the Chair of 


the Committee deems necessary – consistent with the LHB’s/Trust’s annual 
plan of Board Business. The External Auditor or Head of Internal Audit may 
request a meeting if they consider that one is necessary. 


 
 Withdrawal of individuals in attendance 


 
5.3 The Committee may ask any or all of those who normally attend but who are 


not members to withdraw to facilitate open and frank discussion of particular 
matters. 
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6. RELATIONSHIP & ACCOUNTABILITIES WITH THE BOARD AND ITS 


COMMITTEES / GROUPS8


 
 


6.1 Although the Board has delegated authority to the Committee for the exercise 
of certain functions as set out within these terms of reference, it retains overall 
responsibility and accountability for ensuring the quality and safety of 
healthcare for its citizens through the effective governance of the 
organisation.  


 
6.2 The Committee is directly accountable to the Board for its performance in 


exercising the functions set out in these terms of reference. 
 
6.3 The Committee, through its Chair and members, shall work closely with the 


Board’s other committees, including joint (sub) committees and groups to 
provide advice and assurance to the Board through the: 


 
 Joint planning and co-ordination of Board and Committee business; and  
  
 Sharing of information  


 
in doing so, contributing to the integration of good governance across the 
organisation, ensuring that all sources of assurance are incorporated into the 
Board’s overall risk and assurance arrangements.  This will be achieved 
primarily through the work of the Governance Co-ordinating Committee/Group 
(insert as appropriate).  


 
6.4 The Committee will consider the assurance provided through the work of the 


Board’s other committees and sub groups to meet its responsibilities for 
advising the Board on the adequacy of the LHB’s/Trust’s overall system of 
assurance.  


 
6.5 The Committee shall embed the LHB’s/Trust’s corporate standards, priorities 


and requirements, e.g., equality and human rights through the conduct of its 
business.  


 


                                                   
8 Reference to the Board’s Committees/Groups incorporates its sub committees, joint committees and 


joint sub committees as well as other groups, such as Task and Finish Groups, where this is 
appropriate to the remit of this Audit Committee. 
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7. REPORTING AND ASSURANCE ARRANGEMENTS 
 
7.1 The Committee Chair shall: 
 


 Report formally, regularly and on a timely basis to the Board and the 
Accountable Officer on the Committee’s activities.  This includes verbal 
updates on activity and the submission of committee minutes and written 
reports throughout the year; 


 
 Bring to the Board and the Accountable Officer’s specific attention any 


significant matters under consideration by the  Committee; 
 


 Ensure appropriate escalation arrangements are in place to alert the 
LHB/Trust Chair, Chief Executive (and Accountable Officer) or Chairs of 
other relevant committees of any urgent/critical matters that may affect the 
operation and/or reputation of the LHB/Trust. 


 
7.2 The Committee shall provide a written, annual report to the board and the 


Accountable Officer on its work in support of the Annual Governance 
Statement and the Annual Quality Statement, specifically commenting on the 
adequacy of the assurance arrangements, the extent to which risk 
management is comprehensively embedded throughout the organisation, the 
integration of governance arrangements and the appropriateness of self 
assessment activity against relevant standards.  The report will also record 
the results of the committee’s self assessment and evaluation. 


 
7.3 The Board may also require the Committee Chair to report upon the 


committee’s activities at public meetings or to community partners and other 
stakeholders, where this is considered appropriate, e.g., where the 
committee’s assurance role relates to a joint or shared responsibility.    


 
7.4 The Board Secretary, on behalf of the Board, shall oversee a process of 


regular and rigorous self assessment and evaluation of the Committee’s 
performance and operation including that of any sub committees established.  
In doing so, account will be taken of the requirements set out in the NHS 
Wales Audit Committee Handbook. 
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8. APPLICABILITY OF STANDING ORDERS TO COMMITTEE BUSINESS 


 
8.1 The requirements for the conduct of business as set out in the LHB/Trust’s 


Standing Orders are equally applicable to the operation of the Committee, 
except in the following areas: 


 
 Quorum [as per section on Committee meetings] 
 [ insert details  ] 


 
 
9. REVIEW 
 
9.1 These terms of reference and operating arrangements shall be reviewed 


annually by the Committee with reference to the Board.  
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APPENDIX B 


EXAMPLE AGENDA AND TIMETABLE 
 


 1 2 3 4 5 
Agenda Item / Issue March May July Sept / 


Oct 
Jan 


Governance 
 
Review the system of assurance  
 


 


 
 


 
 


X 
 


 
 


X 
 
Review the risk management system 
 


 


 
 


 
 


 
 


 
 


X 
 
Note business of other committees and review 
inter-relationships 
 


 
X 


 
 


 
X 


 
X 


 
X 


 
Review draft Annual Governance Statement 
 


 


X 
 


X 
 


 
 


 
 


 
 
Review draft Annual Quality Statement 
 


 


X 
 


X 
 


 
 


 
 


 
 
Receive other sources of assurance 
 


 
X 


 
 


 
X 


 
X 


 
X 


 
Review the organisation’s Annual Report 
 


 


 
 


 
 


X 
 


 
 


 
 
Review of other reports and policies as 
appropriate – for example, changes to Standing 
Orders 
 


 


 
 


X 
 


 
 


 
 


X 


Financial focus 
 
Agree final accounts timetable and plans 
 


 
 


 
 


 
 


 
X 


 
 


 
Review of annual accounts progress 
 


 


X 
 


 
 


 
 


 
 


 
 
Review of audited annual accounts and  
financial statements 
 


 
 


 
X 


 
 


 
 


 
 


 
Review risks and controls around financial 
management 
 


 
 


 
 


 
X 


 
 


 
X 


 
Review changes to Standing Financial Instructions 
and changes to accounting policies 
 


 


X 
 


 
 


X 
 


 
 


X 


 
Review of losses and special payments 
 


 


X 
 


X 
 


X 
 


X 
 


X 
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 1 2 3 4 5 
Agenda Item / Issue March May July Sept / 


Oct 
Jan 


Internal Audit 
 
Review and approve annual internal audit plan 
 


 
X 


 
X 


 
 


 
 


 
 


 
Review and approve internal audit terms of 
reference 
 


 


X 
 


 
 


 
 


 
 


 


 
Review the effectiveness of internal audit 
 


 


 
 


 
 


 
 


 
 


X 
 
Review of Internal Audit Progress Reports 
 


 
X 


 
 


 
X 


 
X 


 
X 


 
Receive annual internal audit report and 
associated opinions 
 


 


X 
 


X 
 


 
 


 
 


 


External audit 
 
Agree Auditor General’s audit plan 
 


 
X 


 
 


 
 


 
 


 
X 


 
Review the effectiveness of external audit 
 


 
 


 
 


 
 


 
X 


 
 


 
Review Auditor General’s progress reports 
 


 


X 
 


 
 


X 
 


X 
 


 
 
Receive the Auditor General’s report to those 
charged with governance 
 


 
 


 
X 


 
 


 
 


 
 


 
Receive the Auditor General’s annual audit report 
 


 
 


 
 


 
 


 
 


 
X 


Clinical audit 
 
Review annual clinical audit plan 
 


 
X 


 
 


 
 


 
 


 
 


 
Review clinical audit terms of reference 
 


 
X 


 
 


 
 


 
 


 
 


 
Review the effectiveness of clinical audit 
 


 


 
 


 
 


 
 


X 
 


 
 
Review clinical audit progress reports 
 


 
X 


 
X 


 
X 


 
X 


 
X 
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 1 2 3 4 5 


Agenda Item / Issue March May July Sept / 
Oct 


Jan 


Counter fraud 
 
Review and approve annual counter fraud 
plan 
 


 


X 
 


 
 


 
 


 
 


 


 
Review counter fraud progress reports 
 


 


X 
 


X 
 


X 
 


X 
 


X 
 
Review the organisation’s assessment 
against NHS Protect’s qualitative 
assessments  
 


 
 


 
 


 
 


 
 


 
X 


 
Review the effectiveness of the Local 
Counter Fraud Specialist 
 


 
 


 
 


 
 


 
 


 
X 


 
Receive counter fraud annual report 
 


 


 
 


X 
 


 
 


 
 


 


Audit Committee 
 
Plan how to discharge Audit Committee 
duties 
 


 
X 


 
 


 
 


 
 


 
 


 
Self-assess Committee’s effectiveness 
 


 
 


 
 


 
 


 
 


 
X 


 
Review Committee’s terms of reference 
 


 


 
 


 
 


 
 


X 
 


 
 
Briefing / update sessions 
 


 
 


 
X 


 
 


 
X 


 
 


 
Produce annual Audit Committee report 
 


 
X 


 
 


 
 


 
 


 
 


 
Private discussions with internal and external 
audit 
 


 


 
 


 
 


X 
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APPENDIX C 


AUDIT COMMITTEE: SELF ASSESSMENT CHECKLIST 
 
Status Key:  
1 = must do  
2 = should do  
3 = could do  
 


Status Issue Yes No N/A Comments / 
Action 


Composition, Establishment and Duties  
 


1 
 
Does the Audit Committee have written 
terms of reference that adequately define 
the Committee’s role in accordance with 
Welsh Government guidance? 
  


 
 
 


 
 


 
 


 
 


 
1 


 
Have the terms of reference been adopted 
by the Board? 
  


 
 
 


 
 
 


 
 
 


 
 


 


1 
 
Are the terms of reference reviewed 
annually to take into account governance 
developments (including good governance 
principles) and the remit of other 
committees within the organisation?  
 


 


 
 
 


 


 
 
 


 


 
 
 


 


 


 
1 


 
Has the Committee been provided with 
sufficient membership, authority and 
resources to perform its role effectively and 
independently?  
 


 
 


 
 


 
 


 
 


 
2 


 
Are changes to the Committee’s current 
and future workload discussed and 
approved at Board level?  
 


 
 


 
 


 
 


 
 


 
1 


 
Are Committee members independent of 
the management team? 
  


 
 


 
 


 
 


 
 


 


1 
 
Does the Committee report regularly to the 
Board?  
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Status Issue Yes No N/A Comments / 


Action 
 


1 
 
Has the Chair of the Committee a prior 
understanding of, or received training in, 
finance and internal control or other 
relevant expertise? 
 


    


 


1 
 
Are new members provided with induction?  
 


 


 
 


 
 


 
 


 
 


1 
 
Does the Board ensure that members have 
sufficient knowledge of the organisation’s 
business to identify key risk areas and to 
challenge both line management and the 
auditors on critical and sensitive matters?  
 


 
 


 
 


 
 


 
 


 


1 
 
Does the Committee prepare an annual 
report on its work and performance in the  
preceding year for consideration by the  
Board? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Committee assess its own 
effectiveness periodically? 
 


 


 
 


 
 


 
 


 


Meetings 
 


1 
 
Has the Committee established a plan of 
matters to be dealt with across the year? 
 


 
 


 
 


 
 


 
 


 


1 
 
Does the Committee meet sufficiently 
frequently to deal with planned matters and 
is enough time allowed for questions and 
discussions? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Committee’s calendar meet the 
Board’s requirements and financial and 
governance calendar? 
 


 


 
 


 
 


 
 


 


 


2 
 
Are Committee papers distributed in 
sufficient time for members to give them 
due consideration? 
 


 


 
 


 
 


 
 


 


 
2 


 
Are Committee meetings schedules prior to 
important decisions being made? 
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Status Issue Yes No N/A Comments / 


Action 
 


2 
 
Is the timing of Committee meetings 
discussed with all the parties involved? 
 


 


 
 


 
 


 
 


 


Compliance with the law and regulations governing the NHS 
 


1 
 
Does the Committee review assurance and 
regulatory compliance reporting processes? 
 


 


 
 


 
 


 
 


 


 


3 
 
Has the Committee formally assessed 
whether there is a need for the support of a 
“Company Secretary” role or its equivalent? 
  


 


 
 


 
 


 
 


 


 
3 


 
Does the Committee have a mechanism to 
keep it aware of topical, legal and 
regulatory issues?  
 


 
 


 
 


 
 


 
 


Internal Control and Risk Management  
 


1 
 
Has the Committee formally considered 
how it integrates with other committees that 
are reviewing risk e.g. risk management 
and clinical governance?  
 


 


 
 


 
 


 
 


 


 


1 
 
Has the Committee formally considered 
how its work integrates with wider 
performance management and standards 
compliance?  
 


 


 
 


 
 


 
 


 


 


1 
 
Has the Committee reviewed the 
robustness and effectiveness of the content 
of the organisation’s system of assurance? 
 


 


 
 


 
 


 
 


 


 


1 
 
Has the Committee reviewed the 
robustness and content of the draft Annual 
Governance Statement before it is 
presented to the Board? 
 


 


 
 


 
 


 
 


 


 


1 
 
Has the Committee reviewed the 
robustness and content of the draft Annual 
Quality Statement before it is presented to 
the Board? 
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Status Issue Yes No N/A Comments / 


Action 
 


2 
 
Has the Committee reviewed whether the 
reports it receives are timely and have the 
right format and content to enable it to 
discharge its internal control and risk 
management responsibilities? 
 


 


 
 


 
 


 
 


 


 


1 
 
Has the Committee reviewed the 
robustness of the data behind reports and 
assurances received by itself and the 
Board? 
 


 


 
 


 
 


 
 


 


 


1 
 
Is the Committee satisfied that the Board 
has been advised that assurance reporting 
is in place to encompass all the 
organisation’s responsibilities? 
 


 


 
 


 
 


 
 


 


 


1 
 
Is the Committee’s role in reviewing and 
recommending to the Board the Annual 
Report and Accounts clearly defined? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Committee consider the Auditor 
General’s report to those charged with 
governance including proposed 
adjustments to the accounts? 
 


 


 
 


 
 


 
 


 


 


1 
 
Is there clarity over the timing and content 
of the assurance statements received by 
the Committee from the Head of Internal 
Audit? 
 


 


 
 


 
 


 
 


 


Internal Audit  
 


1 
 
Is there a formal ‘charter’ or terms of 
reference, defining Internal Audit’s 
objectives, responsibilities and reporting 
lines? 
 


 
 


 
 


 
 


 
 


 


1 
 
Is the Charter or terms of reference 
approved by the Committee and regularly 
reviewed? 
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Status Issue Yes No N/A Comments / 


Action 
 


2 
 
Are the key principles of the terms of 
reference set out in the Standing Orders/ 
Standing Financial Instructions? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Committee review and approve 
the Internal Audit plan at the beginning of 
the financial year? 
 


 


 
 


 
 


 


 
 


 


 


1 
 
Does the Committee approve any material 
changes to the plan? 
 


 


 
 


 
 


 
 


 


 
2 


 
Are audit plans derived from clear 
processes based on risk assessment with 
clear links to the system of assurance? 
 


 
 


 
 


 
 


 
 


 
1 


 
Does the Audit Committee receive periodic 
reports from the Head of Internal Audit? 
 


 
 


 
 


 
 


 
 


 


1 
 
Do these reports inform the Audit 
Committee about progress or delays in 
completing the audit plan? 
 


 


 
 


 
 


 
 


 


 


3 
 
Has the Committee established a process 
whereby it reviews any material objection to 
the plans and associated assignments that 
cannot be resolved through negotiation? 
 


 


 
 


 
 


 
 


 


 


2 
 
Does the Committee effectively monitor the 
implementation of management actions 
from audit reports? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Head of Internal Audit have a 
direct line of reporting to the Committee and 
its chairman? 
 


 


 
 


 
 


 
 


 


 


2 
 
Is internal audit free of any scope 
restrictions and, if not, what are they and 
who establishes them? 
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Status Issue Yes No N/A Comments / 


Action 
 


2 
 
Is Internal Audit free from any operating 
responsibilities or conflicts that could impair 
its objectivity? 
 


 


 
 


 
 


 
 


 


 


2 
 
Has the Committee determined the 
appropriate level of detail it wishes to 
receive from Internal Audit? 
 


 


 
 


 
 


 


 
 


 


 


1 
 
Does the Committee hold periodic private 
discussions with the Head of Internal Audit? 
 


 


 
 


 
 


 
 


 


 
2 


 
Does the Committee review the 
effectiveness of Internal Audit and the 
adequacy of staffing and resources within 
Internal Audit? 
 


 
 


 
 


 
 


 
 


 
2 


 
Has the Committee evaluated whether 
internal audit complies with the NHS Wales 
Internal Audit Standards? 
 


 
 


 
 


 
 


 
 


 
3 


 
Has the Committee agreed a range of 
Internal Audit performance measures to be 
reported on a routine basis? 
 


 
 


 
 


 
 


 
 


 
1 


 
Does the Committee receive and review the 
Head of Internal Audit’s annual report and 
opinion? 
 


 
 


 
 


 
 


 
 


 
2 


 
Is there appropriate cooperation with the 
Auditor General’s representatives and 
inspectorate bodies? 
 


 
 


 
 


 
 


 
 


 


2 
 
Are there any quality assurance procedures 
to confirm whether the work of the Internal 
Auditors is properly planned, completed, 
supervised and reviewed? 
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Status Issue Yes No N/A Comments / 


Action 
External Audit 


 
1 


 
Do the Auditor General’s representatives 
present their audit plans and strategy to the 
Committee for consideration? 
 


 
 


 
 


 
 


 
 


 


2 
 
Has the Committee satisfied itself that audit 
work not relating to the financial statements 
work is adequate and appropriate? 
 


 


 
 


 
 


 
 


 


 


2 
 
Does the Committee receive and monitor 
actions taken in respect of prior years’ 
reviews? 
 


 


 
 


 
 


 
 


 


 


2 
 
Does the Committee consider the Auditor 
General’s annual audit letter? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Committee consider the Auditor 
General’s use of resources conclusion? 
 


 


 
 


 
 


 
 


 


 
1 


 
Does the Committee hold periodic private 
discussions with the Auditor General’s 
representatives? 
 


 
 


 
 


 
 


 
 


 
2 


 
Does the Committee assess the quality and 
effectiveness of external audit work (both 
financial and non-financial audit)? 
 


 
 


 
 


 
 


 
 


 
3 


 
Does the Committee require assurance 
from the Auditor General about the policies 
for ensuring independence and compliance 
with staff rotation requirements? 
 


 
 


 
 


 
 


 
 


 
3 


 
Does the Committee review the nature and 
value of non-statutory work commissioned 
by the organisation from the Auditor 
General? 
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Status Issue Yes No N/A Comments / 


Action 
Clinical Audit 


 
1 


 
Is the Committee clear about where clinical 
audit assurances are received and 
monitored? 
 


 
 


 
 


 
 


 
 


 
2 


 
When the Audit Committee receives and 
monitors clinical audit assurances does it: 
 
• Review the clinical audit plan at the 


beginning of each year? 
• Confirm that clinical audit plans are 


derived from clear processes based on 
risk assessment with clear links to the 
system of assurance? 


• Receive periodic reports from the 
person responsible for clinical audit? 


• Effectively monitor the implementation 
of management actions from clinical 
audit reports? 


• Ensure that person responsible for 
clinical audit has a direct line of access 
to the Committee and its Chair? 


• Hold periodic private discussions with 
the person responsible for clinical 
audit? 


• Review the effectiveness of clinical 
audit and the adequacy of staffing and 
resources available for clinical audit? 


• Evaluate clinical audit against the 
Annual Delivery Framework? 


• Confirm that there are quality and 
safety assurance procedures in place 
to confirm whether the work of clinical 
auditors is properly planned, 
completed, supervised and reviewed? 


• Confirm that there are terms of 
reference for clinical audit that define 
its objectives, responsibilities and 
reporting lines? 


• Review clinical audit’s terms of 
reference regularly? 
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Status Issue Yes No N/A Comments / 


Action 
Counter fraud 


 
1 


 
Does the Committee review approve the 
counter fraud work plan at the beginning of 
the financial year? 
 


 
 


 
 


 
 


 
 


 
1 


 
Does the Committee satisfy itself that the 
work plan adequately covers each of the 
seven generic areas defined in NHS 
counter fraud policy? 
 


 
 


 
 


 
 


 
 


 
1 


 
Does the Committee approve any material 
changes to the plan? 
 


 
 


 
 


 
 


 
 


 


2 
 
Are counter fraud plans derived from clear 
processes based on risk assessment? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Audit Committee receive periodic 
reports from the Local Counter Fraud 
Specialist? 
 


 


 
 


 
 


 
 


 


 


2 
 
Does the Committee effectively monitor the 
implementation of management actions 
arising from counter fraud reports? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Local Counter Fraud Specialist 
have a right of direct access to the 
Committee and its Chair? 
 


 


 
 


 
 


 
 


 


 
1 


 
Does the Committee review the 
effectiveness of the local counter fraud 
service and the adequacy of its staffing and 
resources? 
 


 
 


 
 


 
 


 
 


 
1 


 
Does the Committee receive and review the 
Local Counter Fraud Specialist’s annual 
report of counter fraud activity and 
qualitative assessment? 
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Status Issue Yes No N/A Comments / 


Action 
 


1 
 
Does the Committee receive and discuss 
reports arising from quality inspections by 
NHS Protect? 
 


    


Annual accounts and disclosure statements 
 


1 
 
Is the Committee’s role in the approval of 
the annual accounts clearly defined? 
 


 
 


 
 


 
 


 
 


 


2 
 
Is a Committee meeting scheduled to 
discuss proposed adjustments to the 
accounts and issues arising from the audit? 
 


 


 
 


 
 


 
 


 


 


1 
 
Does the Committee specifically review: 
 
• Changes in accounting policies? 
• Changes in accounting practice due to 


changes in accounting standards? 
• Changes in estimation techniques? 
• Significant judgements made? 
 


 


 
 


 
 


 
 


 


 


3 
 
Does the Committee review the draft 
accounts before the start of the audit? 
 


 


 
 


 
 


 
 


 


 
1 


 
Does the Committee ensure it receives 
explanations as to the reasons for any 
unadjusted errors in the accounts found by 
the Auditor General’s representatives? 
 


 
 


 
 


 
 


 
 


 
1 


 
Does the Committee receive and review a 
draft of the organisation’s Annual 
Governance Statement? 
 


 
 


 
 


 
 


 
 


 
1 


 
Does the Committee receive and review a 
draft of the organisation’s Annual Quality 
Statement? 
 


 
 


 
 


 
 


 
 


 
2 


 
Does the Committee receive and review a 
draft of the organisation’s Annual Report? 
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Status Issue Yes No N/A Comments / 


Action 
Other issues 


 
3 


 
Has the Committee considered the costs 
that it incurs; and are the costs appropriate 
to the perceived risks and the benefits?  
 


 
 


 
 


 
 


 
 


 
2 


 
Has the Committee reviewed its 
performance in the year for consistency 
with its: 
 
• Terms of reference? 
• Programme for the year? 
 


 
 


 
 


 
 


 
 


 


3 
 
Does the Annual Report and Accounts of 
the organisation include a description of the  
Committee’s establishment and activities? 
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APPENDIX D 
 


REFERENCES AND FURTHER READING 
 
NHS Wales Governance e-Manual: NHS Wales Governance e-Manual  
 


Healthcare Inspectorate Wales: http://www.hiw.org.uk/ 
 


Wales Audit Office: http://www.wao.gov.uk/ 
 


Internal Audit Standards for the NHS in Wales:  
Internal Audit Standards for the NHS in Wales 
 


Standards for Health Services in Wales:  
Doing Well, Doing Better: Standards for Health Services in Wales 


 


The Code of Conduct and Accountability for NHS Boards and the Code of Conduct for 
NHS Managers Directions 2006: WHC (2006) 090: 
WHC (2006 )090: Code of Conduct And Accountability 
 
Clinical Audit: An Introduction to Clinical Audit , Clinical Audit Summary Guide 
 
Annual Governance Statement:  
http://www.hm-treasury.gov.uk/d/mpm_annex3.1.pdf 


 
Annual Quality Statement:  
Achieving excellence - The quality delivery plan for the NHS in Wales 2012-2016 


 
A series of Good Practice Guides has been issued to the NHS in Wales. These include: 
 
• Good Practice Guide on Citizen Centred Governance Principles: 


Citizen Centred Governance Principles - Making Sense of Them 
 


• Good Practice Guide on the role of the Board Secretary:  


The Role of the Board Secretary 


 
• Good Practice Guide to Boards on designing, operating and evaluating 


committees and advisory groups:  



http://www.nhswalesgovernance.com/display/Home.aspx?a=1&s=0&m=0&d=0&p=0�

http://www.hiw.org.uk/�

http://www.wao.gov.uk/�

http://www.nhswalesgovernance.com/Uploads/Resources/aJqdIpGrG.doc�

http://www.nhswalesgovernance.com/Uploads/Resources/pWIHKe4fu.pdf�

http://howis.wales.nhs.uk/doclib/WHC(2006)090.pdf�

http://www.nhswalesgovernance.com/Uploads/Resources/dVbe1MJxv.pdf�

http://www.nhswalesgovernance.com/Uploads/Resources/6Zmfvlt4l.doc�

http://www.hm-treasury.gov.uk/d/mpm_annex3.1.pdf�

http://wales.gov.uk/docs/dhss/publications/120517planen.pdf�

http://www.nhswalesgovernance.com/Uploads/Resources/ZuKT1uBv7.doc�

http://www.nhswalesgovernance.com/Uploads/Resources/gVaeGuwOc.doc�
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Effective Board Committees and Sample Terms of Reference & Operating 
Arrangements 


 
• Good Practice Guide to support Boards in designing and embedding effective 


Risk and Assurance arrangements: 
Your Risk and Assurance Framework - A Structured Approach 


 
• Good Practice Guide on how you might gain the assurance you need:  


Getting the Assurance You Need - A guide for Boards 
 


Taking it on Trust (2009); Corporate Governance: Improvement and Trust in Local Public 
Services (2003); Public Interest Reports – details available from the health pages of the 
Audit Commission’s website: www.audit-commission.gov.uk  
 
Government Internal Audit Standards, HM Treasury:  
http://www.hm-treasury.gov.uk/psr_governance_gia_guidance.htm 
 
Statement on Auditing Standards (SAS) 70: Service Organisations:  
http://www.aicpa.org/research/standards/auditattest/pages/sas.aspx 
 


International Auditing and Assurance Standards Board (for more about ISAE 3402: 
Assurance reports on controls at a service organisation):  


http://www.ifac.org/auditing-assurance 
 


Auditing Standards (ISAs (UK and Ireland)): http://www.frc.org.uk/apb/publications/isa.cfm 
 
Clinical Audit: a simple guide for NHS Boards, Healthcare Quality Improvement 
Partnership, 2010:  
http://www.hqip.org.uk/assets/Guidance/HQIP-Clinical-Audit-Simple-Guide-online1.pdf 


 


Bristol Royal Infirmary Inquiry (The Kennedy Report): http://www.bristol-inquiry.org.uk/ 
 
NHS Counter Fraud Service: www.nhsbsa.nhs.uk/fraud 
 


NHS Security Management Service: www.nhsbsa.nhs.uk/security 


 


The Financial Aspects of Corporate Governance (the Cadbury Committee Report, 1992): 
http://www.ecgi.org/codes/code.php?code_id=132 
 


The UK Corporate Governance Code, Financial Reporting Council, 2003, 2006, 2008 and 
2010: http://www.frc.org.uk/corporate/ukcgcode.cfm 



http://www.nhswalesgovernance.com/Uploads/Resources/dz6yhaT31.doc�

http://www.nhswalesgovernance.com/Uploads/Resources/dz6yhaT31.doc�

http://www.nhswalesgovernance.com/Uploads/Resources/NpftHoMSz.doc�

http://www.nhswalesgovernance.com/Uploads/Resources/PHy8AYCju.doc�

http://www.audit-commission.gov.uk/�

http://www.hm-treasury.gov.uk/psr_governance_gia_guidance.htm�

http://www.aicpa.org/research/standards/auditattest/pages/sas.aspx�

http://www.ifac.org/auditing-assurance�

http://www.frc.org.uk/apb/publications/isa.cfm�

http://www.hqip.org.uk/assets/Guidance/HQIP-Clinical-Audit-Simple-Guide-online1.pdf�

http://www.bristol-inquiry.org.uk/�

http://www.nhsbsa.nhs.uk/fraud�

http://www.nhsbsa.nhs.uk/security�

http://www.ecgi.org/codes/code.php?code_id=132�

http://www.frc.org.uk/corporate/ukcgcode.cfm�
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Dear Colleague 
 
WHC/2016/054 - Statutory Financial Duties of Local Health Boards and NHS Trusts  


 
This Welsh Health Circular WHC/2016/054 replaces WHC/2015/014 ‘Statutory and Administrative 
Financial Duties of NHS Trusts and Local Health Boards’. 
 
It alerts you to further clarifications of the financial duties which came into effect on 1 April 2014 
following the National Health Service Finance (Wales) Act 2014 and the accompanying Directions of 
the Welsh Ministers, and is effective from 2016/17 financial year. 
 
WHC/2015/014 set out the two financial duties for Local Health Boards introduced by the National 
Health Service Finance (Wales) Act 2014: 
 


 A duty under section 175 (1) to secure that its expenditure does not exceed the aggregate of 
the funding allotted to it over a period of 3 financial years 


 A duty under section 175 (2A) and the directions issued by the Welsh Ministers under 
section 175(2), to prepare a plan to secure compliance with the duty under section 175 (1) 
while improving the health of the people for whom it is responsible, and the provision of 
health care to such people, and for that plan to be submitted to and approved by the Welsh 
Ministers 


 
This WHC retains these duties and exercises the powers of direction in the National Health Service 
(Wales) Act 2006 section 175 (6) to set the statutory financial duty in section 175 (1) for both 
revenue and capital funding allocations. 
 
WHC/2015/14 also set out two financial and administrative duties for NHS Trusts consequent to the 
National Health Service Finance (Wales) Act 2014: 


 Through the withdrawal of WHC (2007) 049 clarification was given that the duty under 
Schedule 4 Paragraph 2 of the National Health Service (Wales) Act 2006 to ‘ensure that its 
revenue is not less than sufficient, taking one financial year with another’ will be met from the 
2014/15 financial year if expenditure is covered by income over a rolling 3 year period. 


 The administrative requirement to prepare a plan to secure compliance with the duty under 
Schedule 4 Paragraph 2 (1) while improving the health of the people for whom it is 
responsible, and the provision of health care to such people, and for that plan to be 
submitted to and approved by the Welsh Ministers. 


 
This WHC retains the duty to break even over a rolling 3 year period and exercises the powers in 
Schedule 4 Paragraph 2(2) to set the planning requirement as a financial objective and therefore a 







 


 


statutory financial duty of NHS Trusts. HM Treasury consent to the setting of this financial objective 
by the Welsh Ministers has been obtained prior to the issue of this WHC.  


 
Guidance on the preparation, submission and approval of Integrated Medium Term Plans which are 
required to achieve the Local Health Board and NHS Trust planning duties is issued annually by 
HSSG. The NHS Planning Framework guidance can be found at: 
 http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en 
 
This Welsh Health Circular, and requirements detailed in Enclosure 1, are issued to Local Health 
Boards and NHS Trusts by the Welsh Ministers in exercise of their powers under sections 12(3) and 
19(1) of the National Health Service Wales Act 2006. 
 
Should you have any points which require clarification on the Financial Duties please contact Kim 
Jenkins, Head of Financial Control & Governance or John Evans, Deputy Head of Financial Control 
& Governance. 
 
Yours sincerely 
 


 
 
 
Andrew Goodall 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
  


 


Parc Cathays ● Cathays Park 


Caerdydd ● Cardiff 
CF10 3NQ  


 Ffôn ● Tel 02920 801182/1144 


Andrew.Goodall@wales.gsi.gov.uk   
Gwefan ● website www.wales.gov.uk 
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WHC/2016/054 - Enclosure 1 
 


 
Statutory Financial Duties of Local Health Boards and NHS Trusts 


 
 
Summary 


 
1. This Welsh Health Circular WHC/2016/054 replaces WHC/2015/014 ‘Statutory and 


Administrative Financial Duties of Local Health Boards and NHS Trusts’. It further 
clarifies the statutory financial duties of Local Health Boards and NHS Trusts in Wales, 
and is effective from 2016/17 financial year. 


 
2. Welsh Health Circular WHC/2015/014 confirmed the changed statutory financial duties 


of Local Health Boards which came into effect on 1 April 2014 by the National Health 
Service Finance (Wales) Act 2014 (the Act) and the accompanying Directions of the 
Welsh Ministers.   


 
3. This Welsh Health Circular retains these duties and exercises the powers of direction 


in the National Health Service (Wales) Act 2006 section 175(6) to set the statutory 
financial duty in section 175(1) of that Act for both revenue and capital funding 
allocations. 
 


4. Welsh Health Circular WHC/2015/014 reset NHS Trusts’ breakeven duty from an 
annual to a 3 year duty.  WHC/2015/014 also confirmed the introduction of a second 
NHS Trust financial requirement, the planning requirement, referred to as an 
administrative financial duty for 2014/15 and 2015/16.   


 
5. This Welsh Health Circular retains the NHS Trust duty to break even over a rolling 3 


years period and, following HM Treasury consent, exercises the powers in Schedule 4 
Paragraph 2(2) of the National Health Service (Wales) Act 2006 to set the planning 
requirement as a statutory financial objective of NHS Trusts, which operationally will be 
referred to as a ‘Trust’s statutory financial duty’.  
  
 


Background 


 
6. The National Health Service Finance (Wales) Act 2014 amended the National Health 


Service (Wales) Act 2006 with the effect of changing  the statutory financial duties of 
Local Health Boards from a single financial duty, to manage to secure that its 
expenditure does not exceed its funding over an annual period, to the following two 
financial duties: 


 A duty under section 175 (1) to secure that its expenditure does not exceed the 
aggregate of the funding allotted to it over a period of 3 financial years.  In this 
document, this is referred to as the “First Financial Duty”. 


 A duty under section 175 (2A) and the Directions issued by the Welsh Ministers 
under section 175(2) to prepare, submit to and have approved by the Welsh 
Ministers a plan which sets out its strategy for securing compliance with the duty 
under section 175 (1) while improving the health of the people for whom it is 
responsible, and the provision of health care to such people. In this document, 
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this is referred to as the “Second Financial Duty”.  This “Second Financial Duty” 
is subject to Directions being issued by the Welsh Ministers – if directions are 
not issued this “Second Financial Duty” does not apply. 


 
7. Guidance on the application of these duties from 2014/15 financial year onwards was 


set out in WHC/2015/014. Local Health Boards receive resource allocations for both 
revenue and capital expenditure, reflecting public sector budgeting requirements. To 
further clarify the guidance in WHC/2015/14, this Welsh Health Circular is issued as a 
direction of the Welsh Ministers exercising the powers in section 175(6) of the National 
Health Service (Wales) Act 2006 to set the 3 year statutory financial duty in section 
175(1) of the Act for both revenue and capital allocations. 
 


8. While the change of legislation by the National Health Service Finance (Wales) Act 
2014 related to the statutory financial duties of Local Health Boards, the principles 
behind the Act, of two financial duties, as opposed to one, also applied to NHS Trusts. 
 


9. Accordingly WHC/2015/014 set an administrative planning requirement for NHS Trusts, 
equivalent to the statutory requirement for Local Health Boards: 


 To prepare a plan to secure compliance with the duty under Schedule 4 
Paragraph 2 (1) while improving the health of the people for whom it is 
responsible, and the provision of health care to such people, and for that 
plan to be submitted to and approved by the Welsh Ministers. 


 
10. The detail of the requirements for the preparation, submission and Board approval of 


plans to achieve the planning duties were incorporated within the model Standing 
Orders(SOs) and Standing Financial Instructions(SFIs) issued by Welsh Government 
on 27 March 2014 for adoption by Local Health Boards and NHS Trusts.  Planning 
guidance is issued annually by Welsh Government through the NHS Planning 
Framework: http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en. 
 


11. Further to HM Treasury consent, and in accordance with the powers for the Welsh 
Ministers to set financial objectives for NHS Trusts set out at Schedule 4 Paragraph 
2(2) of the National Health Service (Wales) Act 2006, from 2016/17 the planning 
requirement is set as a financial objective.  Each Trust has a statutory duty to achieve 
that financial objective which operationally will be referred to as a Trust statutory 
financial duty. 


 
12. The Welsh Ministers issue this Welsh Health Circular WHC/2016/054 to both Local 


Health Boards under their powers set in sections 12(3) and 175(6) of the National Health 
Service (Wales) Act 2006, and to NHS Trusts under their powers set out in sections 
19(1)and Schedule 4, Paragraph 2(2) of the National Health Service (Wales) Act 2006.  


 
 
LOCAL HEALTH BOARDS 
 


13.  The statutory financial duties of Local Health Boards within section 175 of the National 
Health Service (Wales) Act 2006 are as follows :  


 
“(1) Each Local Health Board must, in respect of each three-year accounting period, 
perform its functions so as to secure that its expenditure which is attributable to the 
performance by it of its functions in that period (not including its general ophthalmic 



http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en
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services expenditure) does not exceed the aggregate of — 
 


(a) the amount allotted to it for each financial year in that period under section 
174(1)(b), 


 
(b) any sums received by it in each financial year in that period under any other 
provision of this Act, and 
 
(c) any sums received by it in each financial year in that period otherwise than 
under this Act for the purpose of enabling it to defray any such expenditure, 


 
by an amount that is more than is determined in writing by the Welsh Ministers.” 
 


and 
 


“(2) The Welsh Ministers must give directions to a Local Health Board requiring it —  
(a) to prepare a plan which sets out its strategy for securing that it complies 
with the duty under subsection (1) while improving — 


(i) the health of the people for whom it is responsible, and 
(ii) the provision of health care to such people; 
 


(b) to do such other things as appear to be requisite to secure that it complies 
with that duty.” 


 
“(2A) A Local Health Board does not comply with a direction given to it under 
subsection (2)(a) unless the plan prepared in accordance with that direction has 
been submitted to and approved by the Welsh Ministers.” 


 
14. The National Health Service Finance (Wales) Act 2014 which amended the National 


Health Service (Wales) Act 2006 in respect of these duties also clarified the application 
of the three-year accounting period: 


 
“(8) “Three-year accounting period” means a period of three years which begins with 
the first day of a financial year, so that the first begins with 1 April 2014 and ends 
with 31 March 2017 and the second begins with 1 April 2015 and ends with 31 
March 2018 (and so on).” 


 
First Financial Duty - The 3 year rolling financial duty requirement for LHBs 
to ensure their aggregate expenditure does not exceed their aggregate 
approved resource limit 


 
15. Each Local Health Board (LHB) has a statutory financial duty to ensure, in a rolling 3 


year period, that its aggregate expenditure does not exceed its aggregate approved 
resource limits, including any other sums received.  The approved limits to be included 
in the LHBs accounts for the assessment of the duty will be based on the latest WG 
notified resource limits.  In exceptional circumstances, the WG may issue adjustments to 
resource limits to take into account information which was not available at the time of 
the draft accounts, prior to the Auditor General for Wales certification of final accounts.  
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Illustration of 3 Year Rolling Financial Duty 
 


2014/15 2015/16 2016/17 2017/18 2018/19 2019/20


Financial Duty Assessment 


3 Year Rolling Accounting Period X


X


X


X


 
 


16. The Explanatory Memorandum to the National Health Service Finance (Wales) Act 2014 
illustrated how this key financial duty performance could be measured for the 3 year 
accounting period as follows: 


 
Local Health Board performance for the 3 year accounting period ending 31 


March 2017 
 


 2014/15 2015/16 2016/17 Aggregate 


Expenditure  X1 X2 X3 X1+X2+X3 
 


Resource Limit Y1 Y2 Y3 Y1+Y2+Y3 


Under/(over) spend against 
Resource Limit 


   =(Y1+Y2+Y3)
-(X1+X2+X3) 


 
 
17.  Under the powers of direction in the National Health Service (Wales) Act section 175(6) 


this circular clarifies that the 3 year statutory financial duty is set separately for 
revenue and capital resource allocations.   
 
“(6) Subject to subsection (3), the Welsh Ministers may by directions determine— 


(a) whether specified sums must, or must not, be treated for the purposes of this 
section as received under this Act by a specified Local Health Board, 
(b) whether specified expenditure must, or must not, be treated for those purposes 
as expenditure within subsection (1) of a specified Local Health Board, or 
(c) the extent to which, and the circumstances in which, sums received by a Local 
Health Board under section 174 but not yet spent must be treated for the purposes of 
this section as part of the expenditure of the Local Health Board and to which 
financial year’s expenditure they must be attributed.” 
 


Accordingly the financial duty over a 3 year rolling period, applies to both revenue and 
capital resource limits, and the measurement of achievement of the first financial duty 
will be measured separately for revenue and capital resource limits.   
 


18. The first financial duty, will be measured, reported, assessed and audited through the 
LHBs Annual Accounts, in the Financial Duties Performance note 2 for Revenue and 
Capital, from 2016/17 onwards.  Guidance on the presentation of this assessment will 
be provided annually in the NHS Wales Manual for Accounts. In 2014/15 and 2015/16 
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this note reported performance against the resource allocations made, noting in the 
accounts whether expenditure exceeded the resources allocated.   


 
19. Where a LHB is forecasting that it will be unable to meet the first financial duty, its 


Accountable Officer must bring this to the attention of the Director General Health and 
Social Services and Chief Executive NHS Wales.   


 
20. Failure to achieve financial balance over the 3 year accounting period will result in 


the LHB being considered to have breached the first financial duty.   
 


21. Performance against this first financial duty, including any breach of duty, will be 
reported in the Annual Accounts, including the Annual Governance Statement from 
the 2016/17 Annual Accounts onwards. Any breach of this duty may result in the 
Auditor General for Wales qualifying his regularity audit opinion on the Annual 
Accounts as expenditure will exceed the amounts allotted with any excess 
expenditure being regarded as irregular expenditure.  Qualification may also lead to 
Chair and Chief Executive attendance at the National Assembly for Wales’ Public 
Accounts Committee. 
 


22. Failure to achieve the first financial duty is viewed as a serious matter by the Welsh 
Government and will be considered in accordance with the NHS Wales Delivery 
Framework included annually in the IMTP guidance and the escalation and intervention 
arrangements in the NHS in Wales. 
http://gov.wales/topics/health/nhswales/escalation/?lang=en 


 
 
Second Financial Duty - to prepare a plan and for that plan to be submitted to and 
approved by the Welsh Ministers 


 
23. The second statutory financial duty was incorporated in the LHB and Trust Standing 


Orders and Standing Financial Instructions following the issuing of the Model Standing 
Orders and Standing Financial Instructions in March 2014.  


 
24. The Welsh Ministers give directions annually requiring Local Health Boards to prepare a 


plan under section 175(2) of the National Health Service (Wales) Act 2006 in the form of 
the NHS Planning Framework this can be found at: 
http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en 
 


25. The second statutory financial duty was effective from the start of the 2014/15 financial 
year and has been assessed and reported on from 2014/15 onwards.  Failure to comply 
with the planning duty, including not submitting a plan and not having the plan approved 
by the Minister, is a breach of this second statutory financial duty.  The plan is required 
to be approved prior to the Accountable Officer signing of the financial statements for 
the first year of the plan.  Performance against this second financial duty, including any 
breach, is reported in the Annual Accounts, including the Annual Governance 
Statement. 


 
26. Failure to achieve the second financial duty is viewed as a serious matter by the Welsh 


Government and will be considered in accordance with the NHS Wales Delivery 
Framework and the escalation and intervention arrangements in the NHS in Wales.  


 



http://gov.wales/topics/health/nhswales/escalation/?lang=en

http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en
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Revenue Financial Flexibility 
 
27. The overarching aim of the National Health Service Finance (Wales) Act 2014 was to 


improve the health outcomes of the Welsh population (in the short, medium and long 
term) by targeting NHS funding towards those services and interventions that provide 
the best value for money.  The Act provided for each Local Health Board in Wales to 
secure that its expenditure does not exceed its funding over a period of three years 
instead of applying to each financial year. 


 
28. Financial flexibility within a rolling three year period allows Local Health Boards to focus 


their service planning, workforce and financial decisions over a longer period and is 
expected to result in better decision making and optimal solutions by Local Health 
Boards.  It also removed a significant challenge within the old regime which encouraged 
short term decision making around the financial year end, which may not be in the 
longer term interests of NHS Wales. 


  
29. The financial flexibility provided by the National Health Service Finance (Wales) Act 


2014  is integrated with the second financial duty, the planning duty requirement and 
approval process.  Combined this provides the opportunity to flex financial resources 
over the 3 year rolling period in line with the approved Integrated Medium Term Plan.  
Details on how this financial flexibility will operate was set out in Annex 2 of the 
Explanatory Memorandum, “The Practical Application of the Duty”.  


http://www.assembly.wales/.../pri-ld9490-em-e-English.pdf 
 


30. Financial flexibility, in practice, would be provided through agreed revenue resource limit 
adjustments, between financial years, as part of the Ministerial approval of the Board 
approved and submitted Integrated Medium Term Plan.  These resource limits 
adjustments between years, the “Recoverable Revenue Resource Limit (RRRL)” 
adjustments would be notified to Local Health Boards in the IMTP approval letter.  
 


31. At the time of issue of this WHC, no RRRL has been issued. Should RRRL issue be 
considered appropriate upon review of submitted IMTPs, Welsh Government will issue 
supplementary guidance on its application and requirements.   
 


32. The use of Recoverable Revenue Resource Limit Adjustments applies only to planned 
overspends and planned underspends as part of approved balanced Integrated Medium 
Term Plans.   
 


33. Any unplanned underspends against revenue resource limits may result in a real loss of 
resource to the NHS.  LHBs should therefore plan to spend the totality of their revenue 
resource limit, but not exceed, on an annual basis, including both discretionary and 
ring-fenced allocations in line with their approved Integrated Medium Term Plan.  In 
exceptional circumstances, at year end, where an LHB has an approved balanced 
Integrated Medium Term Plan, LHBs may apply to the Director of Finance, HSSG to 
carry forward unplanned surplus to the following financial year.  Where such brokerage 
is agreed, the LHB’s revenue resource limit will be reduced by the amount of the 
approved unplanned surplus.  If the LHB keeps within the revised revenue resource 
limit, the funding brokered will be re-provided as an increase to the revenue resource 
limit in the following year within a context of an approved Integrated Medium Term 
Plan.   


 
 



http://www.assembly.wales/Laid%20Documents/PRI-LD9490-EM%20-%20National%20Health%20Service%20Finance%20(Wales)%20Bill%20-%20EXPLANATORY%20MEMORANDUM-30092013-250597/pri-ld9490-em-e-English.pdf
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Capital Financial Flexibility 
 
34. As capital is already managed on a flexible basis, via business case approvals, active 


monitoring and adjusting Capital Resource Limits in year to account for slippage etc., 
capital will continue to be managed and monitored annually and in year.  Accordingly 
this WHC does not supersede existing capital management arrangements. This means 
Local Health Boards will be managed both annually, around the annual Capital 
Resource Limit, and over the 3 years, in accordance with the 3 year financial duty. In 
year performance will be subject to the current capital management arrangements, 
including Capital Review Meetings, and any underperformance subject to the NHS 
Wales Delivery Framework and the escalation and intervention arrangements.   


 
 
Tolerance 


 
35. In addition to the 3 year rolling financial duty the National Health Service Finance 


(Wales) Act 2014 also introduced a tolerance limit in respect of the achievement of that 
duty to be determined by the Minister: 


 
“….by an amount that is more than is determined in writing by the Welsh Ministers.” 


 


36. This determination in writing will need to be in place prior to the Accountable Officer 
signing of the financial statements for 2016/17 when the first assessment of the 3 year 
rolling financial duty is undertaken.   
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NHS TRUSTS 


 
The Financial Duties of NHS Trusts 
 


First Financial Duty – breakeven duty, to ensure that its revenue is not less than 
sufficient to meet outgoings properly chargeable to revenue account in respect of 
each rolling three-year accounting period 
 


37. The NHS (Wales) Act 2006, Schedule 4 Paragraph 2, sets down the financial 
obligations of NHS Trusts including in relation to the revenue financial 
breakeven duty.  These are: 


 
“(1) Every NHS trust shall ensure that its revenue is not less than sufficient, taking 
one financial year with another, to meet outgoings properly chargeable to 
revenue account. 


 
(2) Each NHS Trust must achieve such financial objectives as may from time to 
time be set by the Welsh Ministers with the consent of the Treasury and are 
applicable to it. 
 
(3) Any such objectives may be made applicable to NHS trusts generally, or to 
a particular NHS trust or to NHS trusts of a particular description.” 


 
38. Under Schedule 4 Paragraph 2 (1) the break even duty “taking one financial year with 


another” is deemed to be a 3 year rolling duty.  
 


39. WHC/2015/014 set out that the duty under Schedule 4 Paragraph 2 (1) “taking one 
financial year with another” will, from the 2014/15 financial year, be met if 
expenditure is covered by income over a rolling 3 year period. This circular retains 
this application of the breakeven duty. 


 
40. The statutory financial duty under paragraph 2(1) is measured and audited through the 


Trust’s Annual Accounts and reported in the NHS Trust Financial Duties Performance 
note in accordance with guidance issued annually in the NHS Wales Manual for 
Accounts. Performance against this financial duty including any breach of the duty, will 
be reported in the Annual Accounts, including the Annual Governance Statement from 
the 2016/17 Annual Accounts onwards. 


 
41. For Trusts the capital financial duty, which is an administrative duty, is not to exceed the 


External Financing Limit (EFL).  To enable the setting of that EFL, and support the 
delivery of that duty, Trusts have been traditionally issued with annual Capital Resource 
Limits.  As the Trusts’ Capital Resource Limit differs to the LHBs’ Capital Resource 
Limit, and to avoid any confusion the Trusts’ Capital Resource Limit has been redefined 
as Trusts’ Capital Expenditure Limit (CEL). The CEL is not reported on in the Annual 
Accounts of the NHS Trusts, and is considered an administrative expenditure limit rather 
than a financial duty for the NHS Trusts.  Managing capital expenditure within the 
Capital Expenditure Limit is also critical to support the Welsh Government meeting its 
own budgetary requirements. In year performance will be subject to the current capital 
management arrangements, including Capital Review Meetings, and any 
underperformance subject to the NHS Wales Delivery Framework and escalation and 
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intervention arrangements.  Delivery against the EFL will continue to be reported 
through the Financial Duties Performance note in the Trusts Annual Accounts. 


 
42. Where a Trust is forecasting that it will be unable to meet its statutory financial duty, its 


Accountable Officer must bring this to the attention of the Director General Health and 
Social Services and NHS Wales Chief Executive.  
 


43. Failure to achieve financial balance over the 3 year breakeven duty will result in the 
Trust being considered to have breached its financial statutory duty.  While this failure 
will not lead to the Auditor General for Wales qualifying his regularity audit opinion (as 
unlike LHBs, failure of the target does not constitute irregular expenditure) it is likely to 
result in the Auditor General for Wales placing a narrative report on the accounts.  The 
narrative report may also lead to Chair and Chief Executive attendance at the National 
Assembly for Wales’ Public Accounts Committee. 


 
44. Failure to achieve the statutory financial duty, the 3 year break even duty, and the 


administrative financial duty, not to exceed the External Financing Limit (EFL), are 
viewed as a serious matter by the Welsh Government and will be considered in 
accordance with the NHS Wales Delivery Framework and the escalation and 
intervention arrangements in the NHS in Wales.   


 
Second Financial Duty - to prepare a plan and for that plan to be submitted to and 
approved by the Welsh Ministers 


 
45. The change of legislation by the National Health Service Finance (Wales) Act 2014 


related to the statutory financial duties of Local Health Boards, however the principles 
behind the Act, of two financial duties, as opposed to one, also applied to NHS Trusts. 
 


46. WHC/2015/014 set an administrative planning requirement for NHS Trusts equivalent to 
the statutory requirement for Local Health Boards: 


o to prepare a plan to secure compliance with the duty under Schedule 4 
Paragraph 2 (1) while improving the health of the people for whom it is 
responsible, and the provision of health care to such people, and for that plan to 
be submitted to and approved by the Welsh Ministers 


 
47. Following Treasury consent, through the issue of this Welsh Health Circular under the 


powers of Schedule 4 Paragraph 2 (2) of the NHS (Wales) Act 2006, the planning 
requirement is set by the Welsh Ministers as a financial objective for NHS Trusts.  From 
2016/17 financial year each Trust has a statutory duty to achieve that financial objective 
which will operationally be referred to as a Trust statutory financial duty. 


 
48. The Welsh Ministers give directions annually requiring NHS Trusts to prepare a plan in 


the form of the NHS Planning Framework. The NHS Planning Framework can be found 
at: http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en 


 
49. The planning directions have been issued up to and including the 2017/18 planning 


round under section 19(1) of the National Health Service (Wales) Act 2006. Further to 
the issue of this WHC, the Planning Framework directions for NHS Trusts will be issued 
under Schedule 4 Paragraph 2 (2) of the Act and Schedule 19(1) of the Act .  


 



http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en
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50. The administrative requirement for NHS Trusts to prepare Integrated Medium Term 
Plans, as per the NHS Planning Framework, was effective from the start of the 2014/15 
financial year and has been assessed and reported on from 2014/15 onwards.  Failure 
to comply with the planning requirement  imposed by Planning Framework, including not 
submitting a plan, or not having the plan approved by the Minister, was a breach of the 
Ministers’ Direction and was reported in the Annual Accounts, including the Annual 
Governance Statement.  
 


51. From 2016/17 onwards performance will be reported against the Trust second statutory 
financial duty in the Annual Accounts, including the Annual Governance Statement. The 
plan is required to be approved prior to the Accountable Officer signing of the financial 
statements for the first year of the plan.   


 


52. Failure to achieve the second financial duty of the planning requirement is viewed as a 
serious matter by the Welsh Government and will be considered in accordance with the 
NHS Wales Delivery Framework and the escalation and intervention arrangements in 
the NHS in Wales.  


 
 
Financial Flexibility 


 
53. While the National Health Service Finance (Wales) Act 2006 only applies to Local 


Health Boards its principles, of 3 year financial breakeven and planning duties, and 
financial flexibility also apply to NHS Trusts.   
 


54. In approving Trust’s Integrated Medium Term Service Plan the Welsh Government 
actions any requested and approved financial flexibility, detailed in the approved plan, 
through agreed income adjustments.  


 
Tolerance 


 
55. WHC (2007) 049 confirmed an annual materiality threshold as the lesser amount of 


£0.5m or 0.5% of a Trust’s operating income for the year introduced in WHC (2004) 34.  
In line with the change from annual to 3 year rolling duty WHC/2015/014 withdrew the 
annual materiality threshold.  This Welsh Health Circular retains the withdrawal of an 
annual materiality threshold. 
 


56. The determination of a tolerance level will need to be in place prior to the Accountable 
Officer signing of the financial statements for 2016/17, when the first assessment of the 
3 year rolling financial duty is undertaken.   


 
 
Points of contact 


 
57. Enquiries on technical issues arising from this circular should be directed to, Head of 


Financial Control & Governance, HSS Finance, 029 2080 1056. 


 


Review date 


 


58.  The circular will be reviewed in March 2017. 
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Annwyl Gydweithiwr  
  
WHC/2016/054-Dyletswyddau Ariannol Statudol Byrddau Iechyd Lleol ac Ymddiriedolaethau'r 
GIG  


  
Mae’r Cylchlythyr Iechyd Cymru hwn  WHC/2016/054 yn disodli HC/2015/014 'Dyletswyddau 
Ariannol a Gweinyddol Statudol Ymddiriedolaethau'r GIG a Byrddau Iechyd Lleol'. 
  
Mae'n eich hysbysu am eglurhad pellach yn achos y dyletswyddau ariannol a ddaeth i rym ar 1 
Ebrill 2014 yn dilyn Deddf Cyllid y Gwasanaeth Iechyd Gwladol (Cymru) 2014 a Chyfarwyddiadau 
cysylltiedig Gweinidogion Cymru, ac fe ddaw i rym o flwyddyn ariannol 2016-17. 
  
Yn WHC/2015/014 nodwyd y ddwy ddyletswydd ariannol ar gyfer Byrddau Iechyd Lleol a 
gyflwynwyd gan Ddeddf Cyllid y Gwasanaeth Iechyd Gwladol (Cymru) 2014: 
  


·       Dyletswydd o dan adran 175 (1) i sicrhau nad yw ei wariant yn fwy na chyfanswm yr arian a 
ddyrennir iddo dros gyfnod o 3 blynedd ariannol 


·       Dyletswydd o dan adran 175 (2A) a’r cyfarwyddiadau a ddyroddir gan Weinidogion Cymru o 
dan adran 175(2), i baratoi cynllun i sicrhau cydymffurfiaeth â’r ddyletswydd o dan adran 175 
(1) wrth wella iechyd y bobl y mae'n gyfrifol amdanynt yr un pryd, a darparu gofal iechyd i’r 
bobl hynny, ac i’r cynllun hwnnw gael ei gyflwyno i Weinidogion Cymru 


  
Mae Cylchlythyr hwn yn cadw’r dyletswyddau hyn ac yn arfer y pwerau cyfarwyddo yn Neddf y 
Gwasanaeth Iechyd Gwladol (Cymru) 2006, Adran 175 (6) i osod dyletswydd ariannol statudol yn 
adran 175 (1) ar gyfer dyraniadau cyllid refeniw a chyfalaf. 
  
Roedd WHC/2015/14 yn nodi hefyd ddwy ddyletswydd ariannol a gweinyddol ar gyfer 
Ymddiriedolaethau’r GIG yn unol â Deddf Cyllid y Gwasanaeth Iechyd Gwladol (Cymru) 2014: 


 Drwy dynnu WHC (2007) 049 yn ôl rhoddwyd eglurhad y caiff y ddyletswydd o dan Atodlen 4 
o Baragraff 2 o Ddeddf y Gwasanaeth Iechyd Gwladol (Cymru) 2006 i 'ensure that its 
revenue is not less than sufficient, taking one financial year with another' o flwyddyn ariannol 
2014/15 os cwmpesir gwariant gan incwm dros gyfnod treigl o 3 blynedd. 


 Y gofyniad gweinyddol i baratoi cynllun i sicrhau cydymffurfio â’r ddyletswydd o dan Atodlen 
4 paragraff 2 (1) wrth wella iechyd y bobl y mae'n gyfrifol amdanynt a darparu gofal iechyd i’r 
bobl hynny yr un pryd, ac i’r cynllun hwnnw gael ei gyflwyno a'i gymeradwyo gan 
Weinidogion Cymru. 


  







 


 


Mae'r Cylchlythyr hwn yn cadw'r ddyletswydd i fantoli'r gyllideb dros gyfnod treigl o 3 blynedd ac yn 
arfer y pwerau yn Atodlen 4, paragraff 2(2) i osod y gofyniad cynllunio fel amcan ariannol ac felly 
dyletswydd ariannol statudol Ymddiriedolaethau'r GIG. Mae cydsyniad Trysorlys Ei Mawrhydi i 
bennu’r  amcan ariannol hwn wedi cael ei sicrhau gan Weinidogion Cymru cyn i’r Cylchlythyr hwn 
gael ei gyhoeddi.  


  
Mae canllawiau ar baratoi, cyflwyno a chymeradwyo cynlluniau tymor canolig integredig y mae eu 
hangen i gyflawni dyletswyddau cynllunio byrddau iechyd lleol ac Ymddiriedolaethau’r GIG leol yn 
flynyddol gan HSSG. Mae canllawiau fframwaith cynllunio'r GIG ar gael yn: 
 http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en 
 
Dosberthir y Cylchlythyr Iechyd hwn, a’r gofynion a amlinellir yn Nogfen amgaeedig 1, i fyrddau 
iechyd lleol ac ymddiriedolaethau’r GIG gan Weinidogion Cymru wrth arfer eu pwerau o dan adran 
12(3) a 19(1) o Ddeddf Gwasanaeth Iechyd Gwladol Cymru 2006. 
  
Os oes gennych unrhyw bwyntiau y mae angen eglurhad yn eu cylch ar y Dyletswyddau Ariannol 
cysylltwch â Kim Jenkins, Pennaeth Rheoli Ariannol a Llywodraethu neu John Evans, Dirprwy 
Bennaeth Rheoli Ariannol a Llywodraethu. 
  
Yn gywir  
 


 
 
 
Andrew Goodall 
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WHC/2016/054 - Enclosure 1 
 


 
Statutory Financial Duties of Local Health Boards and NHS Trusts 


 
 
Summary 


 
1. This Welsh Health Circular WHC/2016/054 replaces WHC/2015/014 ‘Statutory and 


Administrative Financial Duties of Local Health Boards and NHS Trusts’. It further 
clarifies the statutory financial duties of Local Health Boards and NHS Trusts in Wales, 
and is effective from 2016/17 financial year. 


 
2. Welsh Health Circular WHC/2015/014 confirmed the changed statutory financial duties 


of Local Health Boards which came into effect on 1 April 2014 by the National Health 
Service Finance (Wales) Act 2014 (the Act) and the accompanying Directions of the 
Welsh Ministers.   


 
3. This Welsh Health Circular retains these duties and exercises the powers of direction 


in the National Health Service (Wales) Act 2006 section 175(6) to set the statutory 
financial duty in section 175(1) of that Act for both revenue and capital funding 
allocations. 
 


4. Welsh Health Circular WHC/2015/014 reset NHS Trusts’ breakeven duty from an 
annual to a 3 year duty.  WHC/2015/014 also confirmed the introduction of a second 
NHS Trust financial requirement, the planning requirement, referred to as an 
administrative financial duty for 2014/15 and 2015/16.   


 
5. This Welsh Health Circular retains the NHS Trust duty to break even over a rolling 3 


years period and, following HM Treasury consent, exercises the powers in Schedule 4 
Paragraph 2(2) of the National Health Service (Wales) Act 2006 to set the planning 
requirement as a statutory financial objective of NHS Trusts, which operationally will be 
referred to as a ‘Trust’s statutory financial duty’.  
  
 


Background 


 
6. The National Health Service Finance (Wales) Act 2014 amended the National Health 


Service (Wales) Act 2006 with the effect of changing  the statutory financial duties of 
Local Health Boards from a single financial duty, to manage to secure that its 
expenditure does not exceed its funding over an annual period, to the following two 
financial duties: 


 A duty under section 175 (1) to secure that its expenditure does not exceed the 
aggregate of the funding allotted to it over a period of 3 financial years.  In this 
document, this is referred to as the “First Financial Duty”. 


 A duty under section 175 (2A) and the Directions issued by the Welsh Ministers 
under section 175(2) to prepare, submit to and have approved by the Welsh 
Ministers a plan which sets out its strategy for securing compliance with the duty 
under section 175 (1) while improving the health of the people for whom it is 
responsible, and the provision of health care to such people. In this document, 
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this is referred to as the “Second Financial Duty”.  This “Second Financial Duty” 
is subject to Directions being issued by the Welsh Ministers – if directions are 
not issued this “Second Financial Duty” does not apply. 


 
7. Guidance on the application of these duties from 2014/15 financial year onwards was 


set out in WHC/2015/014. Local Health Boards receive resource allocations for both 
revenue and capital expenditure, reflecting public sector budgeting requirements. To 
further clarify the guidance in WHC/2015/14, this Welsh Health Circular is issued as a 
direction of the Welsh Ministers exercising the powers in section 175(6) of the National 
Health Service (Wales) Act 2006 to set the 3 year statutory financial duty in section 
175(1) of the Act for both revenue and capital allocations. 
 


8. While the change of legislation by the National Health Service Finance (Wales) Act 
2014 related to the statutory financial duties of Local Health Boards, the principles 
behind the Act, of two financial duties, as opposed to one, also applied to NHS Trusts. 
 


9. Accordingly WHC/2015/014 set an administrative planning requirement for NHS Trusts, 
equivalent to the statutory requirement for Local Health Boards: 


 To prepare a plan to secure compliance with the duty under Schedule 4 
Paragraph 2 (1) while improving the health of the people for whom it is 
responsible, and the provision of health care to such people, and for that 
plan to be submitted to and approved by the Welsh Ministers. 


 
10. The detail of the requirements for the preparation, submission and Board approval of 


plans to achieve the planning duties were incorporated within the model Standing 
Orders(SOs) and Standing Financial Instructions(SFIs) issued by Welsh Government 
on 27 March 2014 for adoption by Local Health Boards and NHS Trusts.  Planning 
guidance is issued annually by Welsh Government through the NHS Planning 
Framework: http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en. 
 


11. Further to HM Treasury consent, and in accordance with the powers for the Welsh 
Ministers to set financial objectives for NHS Trusts set out at Schedule 4 Paragraph 
2(2) of the National Health Service (Wales) Act 2006, from 2016/17 the planning 
requirement is set as a financial objective.  Each Trust has a statutory duty to achieve 
that financial objective which operationally will be referred to as a Trust statutory 
financial duty. 


 
12. The Welsh Ministers issue this Welsh Health Circular WHC/2016/054 to both Local 


Health Boards under their powers set in sections 12(3) and 175(6) of the National Health 
Service (Wales) Act 2006, and to NHS Trusts under their powers set out in sections 
19(1)and Schedule 4, Paragraph 2(2) of the National Health Service (Wales) Act 2006.  


 
 
LOCAL HEALTH BOARDS 
 


13.  The statutory financial duties of Local Health Boards within section 175 of the National 
Health Service (Wales) Act 2006 are as follows :  


 
“(1) Each Local Health Board must, in respect of each three-year accounting period, 
perform its functions so as to secure that its expenditure which is attributable to the 
performance by it of its functions in that period (not including its general ophthalmic 



http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en
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services expenditure) does not exceed the aggregate of — 
 


(a) the amount allotted to it for each financial year in that period under section 
174(1)(b), 


 
(b) any sums received by it in each financial year in that period under any other 
provision of this Act, and 
 
(c) any sums received by it in each financial year in that period otherwise than 
under this Act for the purpose of enabling it to defray any such expenditure, 


 
by an amount that is more than is determined in writing by the Welsh Ministers.” 
 


and 
 


“(2) The Welsh Ministers must give directions to a Local Health Board requiring it —  
(a) to prepare a plan which sets out its strategy for securing that it complies 
with the duty under subsection (1) while improving — 


(i) the health of the people for whom it is responsible, and 
(ii) the provision of health care to such people; 
 


(b) to do such other things as appear to be requisite to secure that it complies 
with that duty.” 


 
“(2A) A Local Health Board does not comply with a direction given to it under 
subsection (2)(a) unless the plan prepared in accordance with that direction has 
been submitted to and approved by the Welsh Ministers.” 


 
14. The National Health Service Finance (Wales) Act 2014 which amended the National 


Health Service (Wales) Act 2006 in respect of these duties also clarified the application 
of the three-year accounting period: 


 
“(8) “Three-year accounting period” means a period of three years which begins with 
the first day of a financial year, so that the first begins with 1 April 2014 and ends 
with 31 March 2017 and the second begins with 1 April 2015 and ends with 31 
March 2018 (and so on).” 


 
First Financial Duty - The 3 year rolling financial duty requirement for LHBs 
to ensure their aggregate expenditure does not exceed their aggregate 
approved resource limit 


 
15. Each Local Health Board (LHB) has a statutory financial duty to ensure, in a rolling 3 


year period, that its aggregate expenditure does not exceed its aggregate approved 
resource limits, including any other sums received.  The approved limits to be included 
in the LHBs accounts for the assessment of the duty will be based on the latest WG 
notified resource limits.  In exceptional circumstances, the WG may issue adjustments to 
resource limits to take into account information which was not available at the time of 
the draft accounts, prior to the Auditor General for Wales certification of final accounts.  
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Illustration of 3 Year Rolling Financial Duty 
 


2014/15 2015/16 2016/17 2017/18 2018/19 2019/20


Financial Duty Assessment 


3 Year Rolling Accounting Period X


X


X


X


 
 


16. The Explanatory Memorandum to the National Health Service Finance (Wales) Act 2014 
illustrated how this key financial duty performance could be measured for the 3 year 
accounting period as follows: 


 
Local Health Board performance for the 3 year accounting period ending 31 


March 2017 
 


 2014/15 2015/16 2016/17 Aggregate 


Expenditure  X1 X2 X3 X1+X2+X3 
 


Resource Limit Y1 Y2 Y3 Y1+Y2+Y3 


Under/(over) spend against 
Resource Limit 


   =(Y1+Y2+Y3)
-(X1+X2+X3) 


 
 
17.  Under the powers of direction in the National Health Service (Wales) Act section 175(6) 


this circular clarifies that the 3 year statutory financial duty is set separately for 
revenue and capital resource allocations.   
 
“(6) Subject to subsection (3), the Welsh Ministers may by directions determine— 


(a) whether specified sums must, or must not, be treated for the purposes of this 
section as received under this Act by a specified Local Health Board, 
(b) whether specified expenditure must, or must not, be treated for those purposes 
as expenditure within subsection (1) of a specified Local Health Board, or 
(c) the extent to which, and the circumstances in which, sums received by a Local 
Health Board under section 174 but not yet spent must be treated for the purposes of 
this section as part of the expenditure of the Local Health Board and to which 
financial year’s expenditure they must be attributed.” 
 


Accordingly the financial duty over a 3 year rolling period, applies to both revenue and 
capital resource limits, and the measurement of achievement of the first financial duty 
will be measured separately for revenue and capital resource limits.   
 


18. The first financial duty, will be measured, reported, assessed and audited through the 
LHBs Annual Accounts, in the Financial Duties Performance note 2 for Revenue and 
Capital, from 2016/17 onwards.  Guidance on the presentation of this assessment will 
be provided annually in the NHS Wales Manual for Accounts. In 2014/15 and 2015/16 
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this note reported performance against the resource allocations made, noting in the 
accounts whether expenditure exceeded the resources allocated.   


 
19. Where a LHB is forecasting that it will be unable to meet the first financial duty, its 


Accountable Officer must bring this to the attention of the Director General Health and 
Social Services and Chief Executive NHS Wales.   


 
20. Failure to achieve financial balance over the 3 year accounting period will result in 


the LHB being considered to have breached the first financial duty.   
 


21. Performance against this first financial duty, including any breach of duty, will be 
reported in the Annual Accounts, including the Annual Governance Statement from 
the 2016/17 Annual Accounts onwards. Any breach of this duty may result in the 
Auditor General for Wales qualifying his regularity audit opinion on the Annual 
Accounts as expenditure will exceed the amounts allotted with any excess 
expenditure being regarded as irregular expenditure.  Qualification may also lead to 
Chair and Chief Executive attendance at the National Assembly for Wales’ Public 
Accounts Committee. 
 


22. Failure to achieve the first financial duty is viewed as a serious matter by the Welsh 
Government and will be considered in accordance with the NHS Wales Delivery 
Framework included annually in the IMTP guidance and the escalation and intervention 
arrangements in the NHS in Wales. 
http://gov.wales/topics/health/nhswales/escalation/?lang=en 


 
 
Second Financial Duty - to prepare a plan and for that plan to be submitted to and 
approved by the Welsh Ministers 


 
23. The second statutory financial duty was incorporated in the LHB and Trust Standing 


Orders and Standing Financial Instructions following the issuing of the Model Standing 
Orders and Standing Financial Instructions in March 2014.  


 
24. The Welsh Ministers give directions annually requiring Local Health Boards to prepare a 


plan under section 175(2) of the National Health Service (Wales) Act 2006 in the form of 
the NHS Planning Framework this can be found at: 
http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en 
 


25. The second statutory financial duty was effective from the start of the 2014/15 financial 
year and has been assessed and reported on from 2014/15 onwards.  Failure to comply 
with the planning duty, including not submitting a plan and not having the plan approved 
by the Minister, is a breach of this second statutory financial duty.  The plan is required 
to be approved prior to the Accountable Officer signing of the financial statements for 
the first year of the plan.  Performance against this second financial duty, including any 
breach, is reported in the Annual Accounts, including the Annual Governance 
Statement. 


 
26. Failure to achieve the second financial duty is viewed as a serious matter by the Welsh 


Government and will be considered in accordance with the NHS Wales Delivery 
Framework and the escalation and intervention arrangements in the NHS in Wales.  


 



http://gov.wales/topics/health/nhswales/escalation/?lang=en

http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en
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Revenue Financial Flexibility 
 
27. The overarching aim of the National Health Service Finance (Wales) Act 2014 was to 


improve the health outcomes of the Welsh population (in the short, medium and long 
term) by targeting NHS funding towards those services and interventions that provide 
the best value for money.  The Act provided for each Local Health Board in Wales to 
secure that its expenditure does not exceed its funding over a period of three years 
instead of applying to each financial year. 


 
28. Financial flexibility within a rolling three year period allows Local Health Boards to focus 


their service planning, workforce and financial decisions over a longer period and is 
expected to result in better decision making and optimal solutions by Local Health 
Boards.  It also removed a significant challenge within the old regime which encouraged 
short term decision making around the financial year end, which may not be in the 
longer term interests of NHS Wales. 


  
29. The financial flexibility provided by the National Health Service Finance (Wales) Act 


2014  is integrated with the second financial duty, the planning duty requirement and 
approval process.  Combined this provides the opportunity to flex financial resources 
over the 3 year rolling period in line with the approved Integrated Medium Term Plan.  
Details on how this financial flexibility will operate was set out in Annex 2 of the 
Explanatory Memorandum, “The Practical Application of the Duty”.  


http://www.assembly.wales/.../pri-ld9490-em-e-English.pdf 
 


30. Financial flexibility, in practice, would be provided through agreed revenue resource limit 
adjustments, between financial years, as part of the Ministerial approval of the Board 
approved and submitted Integrated Medium Term Plan.  These resource limits 
adjustments between years, the “Recoverable Revenue Resource Limit (RRRL)” 
adjustments would be notified to Local Health Boards in the IMTP approval letter.  
 


31. At the time of issue of this WHC, no RRRL has been issued. Should RRRL issue be 
considered appropriate upon review of submitted IMTPs, Welsh Government will issue 
supplementary guidance on its application and requirements.   
 


32. The use of Recoverable Revenue Resource Limit Adjustments applies only to planned 
overspends and planned underspends as part of approved balanced Integrated Medium 
Term Plans.   
 


33. Any unplanned underspends against revenue resource limits may result in a real loss of 
resource to the NHS.  LHBs should therefore plan to spend the totality of their revenue 
resource limit, but not exceed, on an annual basis, including both discretionary and 
ring-fenced allocations in line with their approved Integrated Medium Term Plan.  In 
exceptional circumstances, at year end, where an LHB has an approved balanced 
Integrated Medium Term Plan, LHBs may apply to the Director of Finance, HSSG to 
carry forward unplanned surplus to the following financial year.  Where such brokerage 
is agreed, the LHB’s revenue resource limit will be reduced by the amount of the 
approved unplanned surplus.  If the LHB keeps within the revised revenue resource 
limit, the funding brokered will be re-provided as an increase to the revenue resource 
limit in the following year within a context of an approved Integrated Medium Term 
Plan.   


 
 



http://www.assembly.wales/Laid%20Documents/PRI-LD9490-EM%20-%20National%20Health%20Service%20Finance%20(Wales)%20Bill%20-%20EXPLANATORY%20MEMORANDUM-30092013-250597/pri-ld9490-em-e-English.pdf
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Capital Financial Flexibility 
 
34. As capital is already managed on a flexible basis, via business case approvals, active 


monitoring and adjusting Capital Resource Limits in year to account for slippage etc., 
capital will continue to be managed and monitored annually and in year.  Accordingly 
this WHC does not supersede existing capital management arrangements. This means 
Local Health Boards will be managed both annually, around the annual Capital 
Resource Limit, and over the 3 years, in accordance with the 3 year financial duty. In 
year performance will be subject to the current capital management arrangements, 
including Capital Review Meetings, and any underperformance subject to the NHS 
Wales Delivery Framework and the escalation and intervention arrangements.   


 
 
Tolerance 


 
35. In addition to the 3 year rolling financial duty the National Health Service Finance 


(Wales) Act 2014 also introduced a tolerance limit in respect of the achievement of that 
duty to be determined by the Minister: 


 
“….by an amount that is more than is determined in writing by the Welsh Ministers.” 


 


36. This determination in writing will need to be in place prior to the Accountable Officer 
signing of the financial statements for 2016/17 when the first assessment of the 3 year 
rolling financial duty is undertaken.   
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NHS TRUSTS 


 
The Financial Duties of NHS Trusts 
 


First Financial Duty – breakeven duty, to ensure that its revenue is not less than 
sufficient to meet outgoings properly chargeable to revenue account in respect of 
each rolling three-year accounting period 
 


37. The NHS (Wales) Act 2006, Schedule 4 Paragraph 2, sets down the financial 
obligations of NHS Trusts including in relation to the revenue financial 
breakeven duty.  These are: 


 
“(1) Every NHS trust shall ensure that its revenue is not less than sufficient, taking 
one financial year with another, to meet outgoings properly chargeable to 
revenue account. 


 
(2) Each NHS Trust must achieve such financial objectives as may from time to 
time be set by the Welsh Ministers with the consent of the Treasury and are 
applicable to it. 
 
(3) Any such objectives may be made applicable to NHS trusts generally, or to 
a particular NHS trust or to NHS trusts of a particular description.” 


 
38. Under Schedule 4 Paragraph 2 (1) the break even duty “taking one financial year with 


another” is deemed to be a 3 year rolling duty.  
 


39. WHC/2015/014 set out that the duty under Schedule 4 Paragraph 2 (1) “taking one 
financial year with another” will, from the 2014/15 financial year, be met if 
expenditure is covered by income over a rolling 3 year period. This circular retains 
this application of the breakeven duty. 


 
40. The statutory financial duty under paragraph 2(1) is measured and audited through the 


Trust’s Annual Accounts and reported in the NHS Trust Financial Duties Performance 
note in accordance with guidance issued annually in the NHS Wales Manual for 
Accounts. Performance against this financial duty including any breach of the duty, will 
be reported in the Annual Accounts, including the Annual Governance Statement from 
the 2016/17 Annual Accounts onwards. 


 
41. For Trusts the capital financial duty, which is an administrative duty, is not to exceed the 


External Financing Limit (EFL).  To enable the setting of that EFL, and support the 
delivery of that duty, Trusts have been traditionally issued with annual Capital Resource 
Limits.  As the Trusts’ Capital Resource Limit differs to the LHBs’ Capital Resource 
Limit, and to avoid any confusion the Trusts’ Capital Resource Limit has been redefined 
as Trusts’ Capital Expenditure Limit (CEL). The CEL is not reported on in the Annual 
Accounts of the NHS Trusts, and is considered an administrative expenditure limit rather 
than a financial duty for the NHS Trusts.  Managing capital expenditure within the 
Capital Expenditure Limit is also critical to support the Welsh Government meeting its 
own budgetary requirements. In year performance will be subject to the current capital 
management arrangements, including Capital Review Meetings, and any 
underperformance subject to the NHS Wales Delivery Framework and escalation and 
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intervention arrangements.  Delivery against the EFL will continue to be reported 
through the Financial Duties Performance note in the Trusts Annual Accounts. 


 
42. Where a Trust is forecasting that it will be unable to meet its statutory financial duty, its 


Accountable Officer must bring this to the attention of the Director General Health and 
Social Services and NHS Wales Chief Executive.  
 


43. Failure to achieve financial balance over the 3 year breakeven duty will result in the 
Trust being considered to have breached its financial statutory duty.  While this failure 
will not lead to the Auditor General for Wales qualifying his regularity audit opinion (as 
unlike LHBs, failure of the target does not constitute irregular expenditure) it is likely to 
result in the Auditor General for Wales placing a narrative report on the accounts.  The 
narrative report may also lead to Chair and Chief Executive attendance at the National 
Assembly for Wales’ Public Accounts Committee. 


 
44. Failure to achieve the statutory financial duty, the 3 year break even duty, and the 


administrative financial duty, not to exceed the External Financing Limit (EFL), are 
viewed as a serious matter by the Welsh Government and will be considered in 
accordance with the NHS Wales Delivery Framework and the escalation and 
intervention arrangements in the NHS in Wales.   


 
Second Financial Duty - to prepare a plan and for that plan to be submitted to and 
approved by the Welsh Ministers 


 
45. The change of legislation by the National Health Service Finance (Wales) Act 2014 


related to the statutory financial duties of Local Health Boards, however the principles 
behind the Act, of two financial duties, as opposed to one, also applied to NHS Trusts. 
 


46. WHC/2015/014 set an administrative planning requirement for NHS Trusts equivalent to 
the statutory requirement for Local Health Boards: 


o to prepare a plan to secure compliance with the duty under Schedule 4 
Paragraph 2 (1) while improving the health of the people for whom it is 
responsible, and the provision of health care to such people, and for that plan to 
be submitted to and approved by the Welsh Ministers 


 
47. Following Treasury consent, through the issue of this Welsh Health Circular under the 


powers of Schedule 4 Paragraph 2 (2) of the NHS (Wales) Act 2006, the planning 
requirement is set by the Welsh Ministers as a financial objective for NHS Trusts.  From 
2016/17 financial year each Trust has a statutory duty to achieve that financial objective 
which will operationally be referred to as a Trust statutory financial duty. 


 
48. The Welsh Ministers give directions annually requiring NHS Trusts to prepare a plan in 


the form of the NHS Planning Framework. The NHS Planning Framework can be found 
at: http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en 


 
49. The planning directions have been issued up to and including the 2017/18 planning 


round under section 19(1) of the National Health Service (Wales) Act 2006. Further to 
the issue of this WHC, the Planning Framework directions for NHS Trusts will be issued 
under Schedule 4 Paragraph 2 (2) of the Act and Schedule 19(1) of the Act .  


 



http://gov.wales/topics/health/nhswales/organisations/planning/?lang=en
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50. The administrative requirement for NHS Trusts to prepare Integrated Medium Term 
Plans, as per the NHS Planning Framework, was effective from the start of the 2014/15 
financial year and has been assessed and reported on from 2014/15 onwards.  Failure 
to comply with the planning requirement  imposed by Planning Framework, including not 
submitting a plan, or not having the plan approved by the Minister, was a breach of the 
Ministers’ Direction and was reported in the Annual Accounts, including the Annual 
Governance Statement.  
 


51. From 2016/17 onwards performance will be reported against the Trust second statutory 
financial duty in the Annual Accounts, including the Annual Governance Statement. The 
plan is required to be approved prior to the Accountable Officer signing of the financial 
statements for the first year of the plan.   


 


52. Failure to achieve the second financial duty of the planning requirement is viewed as a 
serious matter by the Welsh Government and will be considered in accordance with the 
NHS Wales Delivery Framework and the escalation and intervention arrangements in 
the NHS in Wales.  


 
 
Financial Flexibility 


 
53. While the National Health Service Finance (Wales) Act 2006 only applies to Local 


Health Boards its principles, of 3 year financial breakeven and planning duties, and 
financial flexibility also apply to NHS Trusts.   
 


54. In approving Trust’s Integrated Medium Term Service Plan the Welsh Government 
actions any requested and approved financial flexibility, detailed in the approved plan, 
through agreed income adjustments.  


 
Tolerance 


 
55. WHC (2007) 049 confirmed an annual materiality threshold as the lesser amount of 


£0.5m or 0.5% of a Trust’s operating income for the year introduced in WHC (2004) 34.  
In line with the change from annual to 3 year rolling duty WHC/2015/014 withdrew the 
annual materiality threshold.  This Welsh Health Circular retains the withdrawal of an 
annual materiality threshold. 
 


56. The determination of a tolerance level will need to be in place prior to the Accountable 
Officer signing of the financial statements for 2016/17, when the first assessment of the 
3 year rolling financial duty is undertaken.   


 
 
Points of contact 


 
57. Enquiries on technical issues arising from this circular should be directed to, Head of 


Financial Control & Governance, HSS Finance, 029 2080 1056. 


 


Review date 


 


58.  The circular will be reviewed in March 2017. 
 






